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8. Issuer's telephone number, including area code: +63 2 729 6206./ +63 49 541 231/

9. Former name, former address, and former fiscal year, if changed since last report: N/A
10. Securities registered pursuant to Sections 8 and 12 of the SRC, or Sec. 4 and 8 of the RSA

Title of Each Class Number of Shares of Common Stock
Outstanding and Amount of Debt Qutstanding

Common_Shares 308,239,416 Commgn Shares

11. Are any or all of these securities listed on a Stock Exchange.
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If yes, state the name of such stock exchange and the classes of securities listed therein:

12. Check whether the issuer:

(a) has filed all reports required to be filed by Section 17 of the SRC and SRC Rule 17.1 thereunder or
Section 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26 and 141 of The Corporation
Code of the Philippines during the preceding twelve (12) months (or for such shorter period that the
registrant was required to file such reports);

Yes [+ ] No [ ]
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(b) has been subject to such filing requirements for the past ninety (90) days.
Yes [+ ] No [ ]

13. State the aggregate market value of the voting stock held by non-affiliates of the registrant



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 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 semiconductor 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 millimeterwave products used in the wireless Industry such as telecommunication,
satellite, aerospace and defense, and automctive wireless devices.

The Cirtek Group has earned a strong reputation from Jis customers for its high-quality products,
production flexibility, competitive costing and capability 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 P400,000,000 divided into 400,000,000 common shares with a par value of One Peso (R1.00) per
share. Of the authorized capital stock, 30% equivalent to 120,000,000 shares or R120,000,000.00 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 Date of Incorporation
Cirtek Electronics Corporation May 31, 1984
Cirtek Electronics International Corporation April 4, 1995

In 2014, the Cirtek Cirtek Group had total revenues of US$ 52 million, and net income of US$ 6.7 million.
As of December 31, 2013, the Cirtek Cirtek Group had total assets of US$ 7.3 million and total liabilities
of US$ 16.7 million.
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Cirtek Electronics Corporation

CEC was incorporated with the SEC on May 31, 1984, primarily to engage as an independent
subcontractor for semiconductor assembly, test and packaging services.

Prior to the Company's acquisition of CEC in 2011, CEC was majority-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 divided 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 executed 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 wholly-owned subsidiary of the Company.

CEC owns the manufacturing plants in 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.

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 enterprise, 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 industrial applications.

Cirtek Flectronics 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 subcentracts 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 fo 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 paid 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 majority-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
£130,000,000, 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 family, which no longer 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 electronic 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 conditioning 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 with tuning fork cylindrical crystals and are
packaged in 16/20L SOIC 300mil 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 alsc 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 voltage 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 management applications 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
semiccnductor 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 type 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 understocd, characterized and tested. Customers are involved as they
have to approve the design and any changes that will happen later {n the development stage.

The development is only deemed complete once critical processes 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
performance 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
moulding compound, which are usually opague.

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, ODFN and PQFN.

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

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 products 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.

The following are CATS' microwave products:
1. CTTODU

The CTTH ODU is available in 6L, 6U, 7GHz, 8GHz, 11GHz, 13GHz, 15GHz, 18GHz, 23GHz, 26GHz,
28GHz, 32GHz and 38GHz. The CTTH ODU supports QPSK to 256QAM modulation and 7MHz to 56MHz
channel bandwidth,

2. IRFU
The Indoor RFU is avallable 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 MMz,



3. OIPR

The QIPR is avallable 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.

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 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.
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 manufacturing 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) customer approval. Once 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 NPI is successful, the bill of materials is finalized. This includes the product BOM,
fixtures and packaging. Mass production follows.

The fundamental assembly process starts with PCBA (Printed 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 AOI (Automatic Optical Inspection). All boards with reject (assembly rejects, i.e. missing
components, wrong part mounted, tombstone, insufficient solder, mis-oriented, tilted,etc.) during ACI 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 will 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 customer specifications and shipped to the intended destination.

CUSTOMERS

Beginning in 1984 with 3 customers, the Cirtek Group has significantly grown its customer base to over
45 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 lllustrates the geographic distribution of customers by revenue
contribution, over the past 3 years.

CEC
% Contribution to Revenue Per Regicn
2012-2014
2012 2013 2014
Asia 19% 23% 25%
Europe 46% 40% 43%
USA 35% 37% 32%

11



CATS

%o Contribution to Revenue Per Region
Aug-Dec 2014

Asia 4%
Europe 1%
USA 95%

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. The Company has no single customer
contributing more than 20% of the Company’s total revenues in the last three years of operation.
Neither is the Company reliant on any specific industry since its products have varied applications in
different industries.

MARKETING

The Company appoints non-exclusive sales agents around 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 communicate timely responses to specific requirements and
delivery issues. The Company through its subsidiaries currently maintains sales agents in the USA,
Europe and Asia.

Cirtek also performs marketing research for technology development 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 manufacturing process are leadframes, molding compound,
wires (gold and copper) and epoxy adhesives. Silicon wafers are provided by Cirtek’s customers.

These direct materials are sourced abroad, mainly 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 is 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
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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 applicatlon-specific packages; dedicated line services; 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, Flextrenics, 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 alsc believes it has unique

RF/microwave expertise to deliver vertically integrated products from components to modules and
system levels.

EMPLOYEES

As of March 31, 2015, the Cirtek Group has 1,735 regular employees.

Position Total
Managers and Executives 30
Engineers 57
Administration 69
Other  support  Cirtek 541
Groups
Rank and File 1,038
Total 1,735

The Cirtek Group is not unionized. However, 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 discipline committee and sports and recreaticn 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
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.

13



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 performed by a team of over 57 experienced engineers with skills
developed internally and learned 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 specific that will ensure continuing engagement
by the customers. This approcach ties up customer with the Company over a long 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 gquality and lower cost. These are product-application specific that aré jointly co-
developed with the customers bringing benefits to both parties.

The same technelogy 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 development activities, the expenses incurred by the
Company incurred in connection with these activities are not material.

GOVERNMENT APPROVAL AND PERMITS

All government approvals and permits issued by the appropriate government agencies or bodies which
are material and necessary to conduct the business 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 to the Company on March 4, 2012 by the City of Bifan,
Laguna. Such mayor’s permit is required to be renewed within the first twenty (20) days from the
beginning of January of the following month.

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 agencies 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.

14



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, 2014.

16



ITEM 5

PART II - OPERATIONAL AND FINANCIAL INFORMATION

MATTERS

MARKET FOR ISSUER'S COMMON EQUITY AND RELATED TOCKHOLDER

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:

_ 2014 _...2015
HIGH LOW HIGH LOW
Q1 14.40 12.12 31 18.00
Q2 14.50 14,10
Q3 15.80 10.08
Q4 19,00 12.00

The price of the Corporation’s common shares as of March 31, 2015 trading date was PhP30.00 per
share.

The number of Shareholders of record as of March 31 2015 is 18.

Recent sales of unregistered or exempt securities including recent issuance of securities constituting an

exempt transaction

The Corporation has not sold any unregistered or exempt securities including recent issuances of

securities constituting an exempt transaction.

Top 20 Stockholders of Record as of March 31, 2015

Percentage of

Stockholder Name Number of Shares Held Shareholding
Camerton, Inc. 185,327,983 60.13
PCD Nominee Filipino 122,273,268 39.67
PCD Nominee Non-Filipino 552,158 0.2
Ambrosio 1. Makalintal or Maripi A.
Makalintal 85,536 0.03
Stephen G. Soliven 242 0
| Julius Victor Emmanuel D. Sanvictores 132 0
Jesus San Luis Valencia 57 0
QOwen Nathaniel S. Au ITF Li Marcus Au 30 0
Jorge Aguilar 1 0
Anthony S. Buyawe 1 0
Brian Gregory Liu 1 0
Jerry Liu 1 0
Justin T. Liu 1 0
Michael Stephen Liu 1 0
Nelia T. Liu i 0
Nicanor P. Lizares 1 0
Martin Lorenzo 1 0
Ernest Fritz Server 1 0
Total 308,239,416 100
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Dividends Declaration

On January 29, 2014, the BOD approved the declaration of cash dividend amounting to US Dollar One
Million Two Hundred Thousand (US$1,200,00) or US Dollar 0.00428 (US$ 0.00428) per share, paid to
stockholders on February 15 2014 to stockholders of record as of February 13, 2014. The cash dividend
was paid in Philippine Peso at BSP exchange rate one day before payment date.

During the Organizational Meeting of the BOD on May 30, 2014, the BOD approved the declaration of
cash dividends of US Dollar 0.00214 (US$0.00214) per share, payable to stockholders of record as of
June 16 2014. Payment date of the cash dividends was July 7 2014,

In addition to the aforementioned cash dividends, the BOD also declared a Ten Percent (10%) stock
dividend. During a Special Stockholders Meeting held on July 11, 2014, the stockholders approved the
10% stock dividends payable to stockholders of record as of July 25, 2014, paid on August 20, 2014,

There are presently no restrictions that limit 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 March31 2015;

Title of Name, Name of Citizenship | Number of Shares 9% of 1
Class Address of Beneficial Held Class
Record Owner and
Owner, and | Relationship
Relationship | with Record
with Issuer Owner
Common | Camerton, Camerton, Inc. Filipino
Inc. 185,327,983 60.13
Common | PCD Nominee | PCD Nominee Filipino
Corporation Corporation 122,273,268 39.65
| Common | Total 307,601,251 99.79%

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

Participant Number of Shares | Percentage
Evergreen Securities 42,428,013 13.8%
Guild Securities 35,513,516 11.5%

| PCCI Securities 29,363,460 9.5%

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.,

CHPC through its subsidiaries harnesses more than 48 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.
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Factors Affecting the Company’s Results of Operations and Financial Conditions
Cyclical Nature of the Electronics Industry

The worldwide electronics industry has experienced peaks and troughs over the years. From 2011 to
2013, the market has experience single-digit growth,

Market Conditions for End-User Application of Electronics

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

Competitive Selling Prices of Semiconductor and RF/Microwave Products

The semiconductor industry is characterized by a general decrease in prices for products and services
over time as a result of product and technology life cycles.

The Company constantly reviews and makes innovations in its product and assembly techniques to
improve vield 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 (FYPL) 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.

Statement of Compllance

The consolidated financial statements of the Group have been prepared in accordance with Philippine
Financial Reporting Standards (PFRS). PFRS includes statements named PFRS and Philippine Accounting
Standards (PAS), including Philippine Interpretations from the International Financial Reporting
Interpretations Committee (IFRIC) interpretations issued by the Philippine Financial Reporting Standards
Council (FRSC).

Basis of Consolidation
The consolidated financial statements comprise the financial statements of the Parent Company and its
subsidiaries as at December 31, 2014 and 2013 (see Notes 1 and 4):

Couniry of Incorporation Percentage of Ownership
2014 2013
Direct Indirect Direct Indirect
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CEC  Philippines 100 - 100 -

CEIC  British Virgin Islands (BVI) 100 - 00 -
RBWHI British Virgin Islands - 100 - -

RBWII - Philippine Branch Philippines

- 100

RBWRP Philippines - 40 - -

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 involvement 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 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 cther 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 statements 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 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 accounted for as an

equity transaction. If the Group loses control over a subsidiary, it:

Derecognises the assets (including goodwill) and liabilities of the subsidiary

Derecognises the carrying amount of any non-controlling interests

Derecognises the cumulative translation differences recorded in equity

Recognises the fair value of the consideration received

Recognises the fair value of any investment retained

Recognises any surplus or deficit in profit or loss

Reclassifies the parent’s share of components previously recognised in OC] 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
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Where there are group reorganizations and business combinations in which all the combining entities
within the Group are ultimately controlled by the same ultimate parent (i.e., controlling sharehalders)
before and after the business combination and the control is not transitory (business combinations under
common control), the Group accounts for such group reorganizations and business combinations similar
fo 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 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 fransaction without loss of control, the
difference In the amount recognized and the fair value of consideration 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 consclidated 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.

Subsidiaries are entities over which the Company has the power to govern the financial and operating
policies generally accompanying a shareholding of more than one half of the voting rights. The existence
and effect of potential voting rights that are currently exercisable or convertible are considered when
assessing whether the Company controls another entity.

RBWRP is a special purpose entity established solely to own the land. The Group has an ability to govern
the financial and operating policies of RBWRP accompanying a shareholding of more than one half of the
voting rights and the activities of RBWRP are being conducted on behalf of the Group according to its
specific needs so that the Group obtains benefits from RBWRP's operation. As such, and in accordance
with PFRS 10, Consolidated Financial Statements, RBWRP is included in the consolidation of the Group.

Changes in Accounting Policies and Disclosures
The Group applied for the first time certain standards and amendments, which are effective for annual

periods beginning on or after January 1, 2014,
The nature and impact of each new standard and amendment is described below:

New and Amended Standards and Interpretations and Improved PFRS Adopted in Calendar Year

2014
The accounting policies adopted are consistent with those of the previous financial year, except for the
adoption of the following new and amended standards and Philippine Interpretations from IFRIC and
improved PFRS which the Group has adopted starting January 1, 2014. Unless otherwise indicated, the
adoption did not have any significant impact on the consolidated financial statements of the Group.

. Investment Entitles (Amendments te¢ PFRS 10, Consclidated Financial Statements, PFRS 12,
Disclosure of Interests in Other Entities, and PAS 27, Separate Financial Statements)

These amendments provide an exception to the consolidation requirement for enfities that meet the

definition of an investment entity under PFRS 10. The exception to consolidation reguires investment

entities to account for subsidiaries at fair value through profit or loss. The amendments must be applied

retrospectively, subject to certain transition relief.

. PAS 32, Financial Instruments: Presentation - Offsetting Financial Assets and Financial
Liabilities (Amendments)

These amendments clarify the meaning of ‘currently has a legally enforceable right to set-off’ and the

criteria for non-simuitaneous settlement mechanisms of clearing houses to qualify for offsetting and are

applied retrospectively.
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. PAS 39, Financial Instruments: Recognition and Measurement - Novation of Derivatives and
Continuation of Hedge Accounting (Amendments)

These amendments provide relief from discontinuing hedge accounting when novation of a derivative

designated as a hedging instrument meets certain criteria and retrospective application is required.

. PAS 36, Impairment of Assets - Recoverable Amount Disclosures for Non-Financlal Assets
{Amendments)

These amendments remove the unintended consequences of PFRS 13, Fair Value Measurement, on the

disclosures required under PAS 36. In addition, these amendments require disclosure of the recoverable

amounts for assets or cash-generating units (CGUs) for which impairment loss has been recognized or

reversed during the period.

. Philippine Interpretation IFRIC 21, Levies (IFRIC 21)

IFRIC 21 clarifies that an entity recognizes a liability for a levy when the activity that triggers payment, as
identified by the relevant legislation, occurs. For a levy that is triggered upon reaching a minimum
threshold, the interpretation clarifies that no lability should be anticipated before the specified minimum
threshold is reached. Retrospective application is required for IFRIC 21.

. Annual Improvements to PFRSs (2010-2012 cycle)

In the 2010 - 2012 annual improvements cycle, seven amendments to six standards were issued, which
included an amendment to PFRS 13, Fair Value Measurement. The amendment to PFRS 13 is effective
immediately and it clarifies that short-term receivables and payables with no stated interest rates can be
measured at invoice amounts when the effect of discounting is immaterial.

. Annual Improvements to PFRSs (2011-2013 cycle)

In the 2011 - 2013 annual improvements cycle, four amendments to four standards were issued, which
included an amendment o PFRS 1, First-time Adoption of Philippine Financial Reporting Standards-First-
time Adoption of PFRS. The amendment to PFRS 1 is effective Immediately. It clarifies that an entity
may choose to apply either a current standard or a new standard that is not yet mandatory, but permits
early application, provided either standard is applied consistently throughout the periods presented in the
entity’s first PFRS financial statements.

New Accounting Standards, Interpretations and Amendments to Existing Standards Effective

Subsequent to December 31, 2014
The Group will adopt the following standards and interpretations when these become effective. Except
as otherwise indicated, the Group does not expect the adoption of these new standards and
interpretations to have any significant impact on the consolidated financial statements.

. PFRS 9, Financial Instruments - Classification and Measurement (2010 version)

PFRS 9 (2010 version) reflects the first phase on the replacement of PAS 39 and applies to the
classification and measurement of financial assets and liabilities as defined in PAS 39, Financial
Instruments; Recognition and Measurement. PFRS 9 requires all financial assets to be measured at fair
value at initial recognition. A debt financial asset may, if the fair value option (FVQ) is not invoked, be
subsequently measured at amortized cost if it is held within a business model that has the objective to
hold the assets to collect the contractual cash flows and its contractual terms give rise, on specified
dates, to cash flows that are solely payments of principal and interest on the principal cutstanding. All
other debt instruments are subsequently measured at fair value through profit or loss. All equity financial
assets are measured at fair value either through other comprehensive income {OCI) or profit or loss.
Equity financial assets held for trading must be measured at fair value through profit or loss. For FVO
liabilities, the amount of change in the fair value of a liability that is attributable to changes in credit risk
must be presented in OCI. The remainder of the change in fair value is presented in profit or loss, uniess
presentation of the fair value change in respect of the liability's credit risk in OCI would create or enlarge
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an accounting mismatch in profit or loss. All other PAS 39 classification and measurement requirements
for financial liabilities have been carried forward into PFRS 9, including the embedded derivative
separation rules and the criteria for using the FVO. The adoption of the first phase of PFRS 9 will have
an effect on the classification and measurement of the Group’s financial assets, but will potentially have
no impact on the classification and measurement of financial liabllities,

PFRS 9 (2010 version) is effective for annual periods beginning on or after January 1, 2015. This
mandatory adoption date was moved to January 1, 2018 when the final version of PFRS 9 was adopted
by the FRSC. Such adoption, however, is still for approval by the Board of Accountancy (BOA).

. Philippine Interpretation IFRIC 15, Agreements for the Construction of Real Estate

This interpretation covers accounting for revenue and associated expenses by entities that undertake the
construction of real estate directly or through subcontractors. The SEC and the FRSC have deferred the
effectivity of this interpretation until the final Revenue standard is issued by the JASB and an evaluation
of the reguirements of the final Revenue standard against the practices of the Philippine real estate
industry is completed. Adoption of the interpretation when it becomes effective will not have any impact
on the consolidated financial statements of the Group.

Effective January 1, 2015

. PAS 19, Employee Benefits - Defined Benefit Plans: Employee Contributions (Amendments)

PAS 19 requires an entity to consider contributions from employees or third parties when accounting for
tefined benefit plans. Where the contributions are linked to service, they should be attributed to pericds
of service as a negative henefit. These amendments clarify that, if the amount of the contributions is
Independent of the number of years of service, an entity is permitted to recognize such contributions as a
reduction in the service cost in the period in which the service is rendered, instead of allocating the
contributions to the periods of service. This amendment Is effective for annual periods beginning on or
after January 1, 2015. It is not expected that this amendment would be relevant to the Group, since
none of the entities within the Group has defined benefit plans with contributions from employees or third

parties.

. Annua!l Improvements to PFRSs (2010-2012 cycle)
The Annual Improvements to PFRSs (2010-2012 cycle) are effective for annual periods beginning on or
after January 1, 2015 and are not expected to have a material impact on the Group. They include:

. PFRS 2, Share-based Payment - Definition of Vesting Condition
This improvement is applied prospectively and clarifies various issues relating to the definitions of
performance and service conditions which are vesting conditions, including:

) A performance condition must contain a service condition

v} A performance target must be met while the counterparty is rendering service

o A performance target may relate to the operations or activities of an entity, or to those of
ancther entity in the same group ‘

o} A performance condition may be a market or hon-market condition

0 If the counterparty, regardless of the reason, ceases to provide service during the vesting period,

the service condition is not satisfied.

. PFRS 3, Business Combinations - Accounting for Contingent Consideration in a Business
Combination

The amendment is applied prospectively for business combinations for which the acquisition date is on or

after July 1, 2014. It clarifies that a contingent consideration that is not classified as equity is

subsequently measured at fair value through profit or loss whether or not it falls within the scope of PAS

39, Financial Instruments: Recognition and Measurement (or PFRS 9, Financial Instruments, if early

adopted). The Group shall consider this amendment for future business combinations.
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. PFRS 8, Operating Segments - Aggregation of Operating Segments and Reconciliation of the
Total of the Reportable Segments’ Assets to the Entity’s Assets

The amendments are applied retrospectively and clarify that:

0 An entity must disclose the judgments made by management in applying the aggregation criteria

in the standard, including a brief description of operating segments that have been aggregated and the

economic characteristics (e.g., sales and gross margins) used to assess whether the segments are

‘sirpilar’.

0 The reconciliation of segment assets to total assefs is only required to be disclosed if the

reconcillation is reported to the chief operating decision maker, similar to the required disclosure for

segment liabliities.

. PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets - Revaluation Method
- Proportionate Restatement of Accumulated Depreciation and Amortization

The amendment is applied retrospectively and clarifies in PAS 16 and PAS 38 that the asset may be
revalued by reference to the observable data on either the gross or the net carrying amount. In addition,
the accumulated depreciation or amortization is the difference between the gross and carrying amounts
of the asset.

. PAS 24, Related Party Disclosures - Key Management Personnel

The amendment is applied retrospectively and clarifies that a management entity, which is an entity that
provides key management personnel services, is a related party subject to the related party disclosures,
In addition, an entity that uses a management entity is required to disclose the expenses incurred for
management services.

. Annual Improvements to PFRSs (2011-2013 cycle)
The Annual Improvements to PFRSs (2011-2013 cycle) are effective for annual periods beginning on or

after January 1, 2015 and are not expected to have a material impact on the Group. They include:

. PFRS 3, Business Combinations - Scope Exceptions for Joint Arrangements

The amendment is applied prospectively and clarifies the following regarding the scope exceptions within
PFRS 3:

0 Joint arrangements, not just joint ventures, are outside the scope of PFRS 3.

0 This scope exception applies only to the accounting in the financial statements of the joint
arrangement itself.

. PFRS 13, Fair Value Measurement - Portfolio Exception

The amendment is applied prospectively and clarifies that the portfolio exception in PFRS 13 can be
applied not only to financial assets and financial liabilities, but also to other contracts within the scope of
PAS 39,

. PAS 40, Investment Property

The amendment is applied prospectively and clarifies that PFRS 3, and not the description of ancillary
services in PAS 40, is used to determine if the transaction is the purchase of an asset or business
combination. The description of ancillary services in PAS 40 only differentiates befween investment
property and owner-occupied property (i.e., property, plant and equipment),

Effective January 1, 2016
] PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets - Clarification of
Acceptable Methods of Depreciation and Amortization (Amendments)

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
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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. The amendments are effective prospectively for annual
periods beginning on or after January 1, 2016, with early adoption permitted. These amendments are
not expected to have any impact to the Group given that the Group has not used a revenue-based
method to depreciate its non-current assets.

. PAS 16, Property, Plant and Equipment, and PAS 41, Agriculture - Bearer Plants (Amendments)
The amendments change the accounting requirements for blological 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 either the cost model or
revaluation medel (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. The amendments are retrospectively effective for annual periods beginning on or
after January 1, 2016, with early adoption permitted. These amendments are not expected to have any
impact to the Group as the Group does not have any bearer plants.

° PAS 27, Separate Financial Statements - Equity Method in Separate Financial Statements
{Amendments)

The amendments will 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 fo the equity method in its separate financial statements will have to apply that
change retrospectively. For first-time adopters of PFRS electing to use the equity method in its separate
financial statements, they will be required to apply this method from the date of transition to PFRS. The
amendments are effective for annual periods beginning on or after January 1, 2016, with early adoption
permitted. These amendments will not have any impact on the Group's consolidated financial
statements.

. PFRS 10, Consolidated Financial Statements and PAS 28, Investments in Associates and Joint

Ventures - Sale or Contribution of Assets between an Investor and its Associate or Joint  Venture
These amendments address an acknowledged inconsistency between the requirements in PFRS 10 and
those in PAS 28 (2011} in dealing with the sale or contribution of assets between an investor and its
associate or joint venture. The amendments require that a full gain or loss is recognized when a
transaction involves a business (whether it is housed in a subsidiary or not). A partial gain or loss is
recognized when a transaction involves assets that do not constitute a business, even if these assets are
housed in a subsidiary. These amendments are effective from annual periods beginning on or after
January 1, 2016.

° PFRS 11, Joint Arrangements - Accounting for Acquisitions of Interests in Joint Operations
(Amendments)

The amendments to PFRS 11 require that a jeint operator accounting for the acquisition of an interest in
a joint operation, in which the activity of the joint operation constitutes a business must 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 11 to specify that the amendments do not apply when 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 and are prospectively effective for
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annual pericds beginning on or after January 1, 2016, with early adoption permitted. These amendments
are not expected to have any impact to the Group.

. PFRS 14, Regulatory Deferral Accounts

PFRS 14 is an optiohal standard that allows an entity, whose activities are subject to rate-regulation, to
continue applying most of its existing accounting policies for regulatory deferral 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 statement of financial position and present movements in these account
balances as separate line items in the statement of profit or loss 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 financial statements. PFRS 14 is effective for annual periods
beginning on or after January 1, 2016. Since the Group is an existing PFRS preparer, this standard would
not apply.

» Annual Improvements to PFRSs (2012-2014 cycle)
The Annual Improvements to PFRSs (2012-2014 cycle) are effective for annual periods beginning on or
after January 1, 2016 and are not expected to have a material impact on the Group. They include:

. 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 clarifles that changing the disposal

method does not change the date of classification.

. PFRS 7, Financial Instruments: Disclosures - Servicing Contracts

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 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 period beginning before the annual period in which the entity first applies
the amendments.

. PFRS 7 - Applicabilty of the Amendments to PFRS 7 to Condensed Interim Financial
Statements

This amendment Is applied retrospectively and clarifies that the disclosures on offsetiing 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,

. PAS 19, Employee Benefits - regional market issue regarding discount rate

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.

. 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
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statements and wherever they are included within the greater interim financial report (e.g., in the
management commentary or risk report).

Effective January 1, 2018

. PFRS 9, Financial Instruments - Hedge Accounting and amendments to PFRS 9, PFRS 7 and
PAS 39 (2013 version) :
PFRS § (2013 version) already includes the third phase of the project to replace PAS 39 which pertains to
hedge accounting. This version of PFRS 9 replaces the rules-based hedge accounting model of PAS 39
with a more principles-based appreach. Changes include replacing the rules-based hedge effectiveness
test with an objectives-based test that focuses on the economic relationship between the hedged item
and the hedging instrument, and the effect of credit risk on that economic relationship; allowing risk
compenents to be designated as the hedged item, not only for financial items but also for non-financial
items, provided that the risk component is separately identifiable and reliably measurable; and allowing
the time value of an option, the forward element of a forward contract and any foreign currency basis
spread to be excluded from the designation of a derivative instrument as the hedging instrument and
accounted for as costs of hedging. PFRS 9 also requires more extensive disclosures for hedge

accounting.

PFRS 9 (2013 version) has no mandatory effective date. The mandatory effective date of January 1,
2018 was eventually set when the final version of PFRS 9 was adopted by the FRSC. The adoption of the
final version of PFRS 9, however, is stifl for approval by BOA.

The adoption of PFRS 9 is not expected to have any significant impact on the Group’s consolidated
financial statements,

s PFRS 9, Financial Instruments (2014 or final version)

In July 2014, the final version of PFRS 9, Financial Instruments, was issued. 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 comparative Information is not compulsory. Early application of previous versions of
PFRS 9 is permitted if the date of initial application is before February 1, 2015.

The adoption of PFRS 9 is not expected to have any significant impact on the Group’s consolidated
financial statements.

The following new standard issued by the IASB has not yet been adopted by the FRSC

. IFRS 15, Revenue from Contracts with Customers

IFRS 15 was issued in May 2014 and establishes a new five-step model that will apply to revenue arising
from contracts with customers. Under IFRS 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 IFRS 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 IFRS. Either a full or modified retrospective application is required for
annual periods beginning on or after January 1, 2017 with early adoption permitted. The Group is
currently assessing the impact of IFRS 15 and plans to adopt the new standard on the required effective
date once adopted locally.

Summary of Significant Accounting Policies

26



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
transactlon 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 participants act in their economic best interest.

A fair value measurement of a nonfinancial 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 lts highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficlent
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 disciosed 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 liabllities

. 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 technigues 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 Group
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 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 liability and the level of the fair value
hierarchy as explained above.

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, held-to-maturity (HTM) investments, and available-for-sale (AFS) financial assets, as
appropriate. The Group determines the classification of its financial assets at initial recognition.
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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,
le., the date that the Group commits to purchase or sell the asset.

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. This category includes derivative financial instruments entered
into by the Group that do not meet the hedge accounting criteria as defined by PAS 39. 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 balance sheets
at fair value with gains or losses recognized in the 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 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 statements 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.

As at December 31, 2014 and 2013, the Group carries a financial asset at FVPL.

loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not queted in an active market. Such financial assets are carried at amortized cost using the effective
interest rate method. Gains and losses are recognized in the statements of comprehensive income when
the loans and receivables are derecognized or impaired, as well as through the amortization process.

As of December 31, 2014 and 2013, the Group has designated as loans and receivables its cash and cash
equivalents, trade and other receivables, amounts owed by related parties, and refundable deposits
(reported as part of ‘Other noncurrent assets’ in the consolidated balance sheets).

HTM investments

Non-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 effective interest rate method.
This methad uses an effective interest rate that exactly discounts estimated future cash receipts through
the expected life of the financial asset to the net carrying amount of the financial asset, Gains and losses
are recognized in the statements of comprehensive income when the investments are derecognized or
impaired, as well as through the amortization process.

As of December 31, 2014, the Group has HTM investments but none in 2013,
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. After initial measurement, AFS financial assets are measured at
fair value with unrealized gains or losses recognized directly in equity until the investment is
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derecognized, at which time the cumulative gain or loss recorded in equity is recognized in the
statements of comprehensive income, or determined to be impaired, at which time the cumulative loss
recorded in equity is recognized in the statements of comprehensive income.

As of December 31, 2014 and 2013, the Group has no AFS financial assets.

Financial Liabilities

Initial recognition :

Financial liahilities 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.

Financlal liabilitles are recognized initlally at fair value plus, In the case of Investments not at FVPL,
directly attributable transaction costs.

The Group’s financial liabilities include trade and other payables, amount owed to related parties,
dividends payable, derivative liability,

Financial liabilities are classified in this category if these are not held for trading or not designated as at
FVPL upon the inception of the liability. These include liabilities arising from operations or borrowings.

The Group's financial liabilities are bank loans, trade and other payables 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 as at FVPL include 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.

Gains and losses on liabilities held for trading are recognized in the statements of comprehensive income.

As at December 31, 2014 and 2013, the Group's derivative liability is classified as a financial liability at
FVPL. The Group does not have a financial liability held for trading and has not designated any financial
liabilities as at FVPL.

Other financial liabilities

Cther financial liabilities are initially recognized 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 effective interest method. Amortized cost is calculated by taking
into account any related issue costs, discount or premium. Gains and losses are recognized in the
statements of comprehensive income when the liabilities are derecognized, as well as through the
amortization process,

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the balance sheets if,
and only if, there is a currently enforceable legal right to offset the recognized amounts and there is an
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intention to settle on a net basis, or to realize the assets and settle the liabilities simultaneously. This is
not generally the case with master netting agreements, and the related assets and liabilities are
presented gross in the balance sheet.

Fair value of financial instruments

The fair value of financial instruments that are actively traded in organized financial markets is
determined by reference to quoted market bid prices at the close of business on the balance sheet date.
For financial instruments where there is no active market, fair value is determined using valuation
techniques. Such techniques may include using recent arm’s-length market transactions; reference to
the current fair value of another instrument that is substantially the same; discounted cash flow analysis

or other valuation models,

‘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 technigue whose variables
include only data from observable market, the Group recognizes the difference between the fransaction
price and fair value (a ‘Day 1’ difference} in the statements 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 statements of
comprehensive income 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.

Amortized cost of financial instruments

Amortized cost is computed using the effective interest rate method less any allowance for impairment
and principal repayment or reduction. The calculation takes into account any premium or discount on
acquisition and includes transaction costs and fees that are an integral part of the effective interest rate.

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 liahilities with ancther 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 dellvering 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 contain both liability and equity elements are
accounted for separately, with the equity 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
companent 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
has an impact on the estimated future cash flows of the financial asset or the group of financial assets
that can be reliably estimated. 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
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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.

Financial assets carried at amortized cost

The Group first assesses whether objective evidence of impairment exists individually for financial assets
that are individually significant, and individually 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 impairment loss is or continues to be
recognized are not included in a collective assessment of impairment.

If there Is objective evidence that an impalrment loss on loans and recelvables 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 losses that have not
been incurred) discounted at the financial asset’s original effective interest rate (i.e., the effective interest
rate computed at initial recognition). The carrying amount cf 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 subsegquent 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 statement of comprehensive income, 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.

AFS financial assets

For AFS financial assets, the Group assesses at each balance sheet date whether there is objective
evidence that an investment or a group of investments is impaired. In the case of equity Investments
classified as AFS, objective evidence would include a significant or prolonged decline in the fair value of
the investment below its cost. Where there is evidence of impairment, the cumulative loss is removed
from equity and recognized in the statements of comprehensive income. Impairment losses on equity
investments are not reversed through the statements of comprehensive income; increases in their fair
value after impairment are recognized directly in equity.

In the case of debt instruments classified as AFS, impairment is assessed based on the same criteria as
financial assets carried at amortized cost. Future interest income is based on the reduced carrying
amount and is accrued based on the rate of interest used to discount future cash flows for the purpose of
measuring impairment loss. Such accrual Is recorded as part of ‘interest income’ in the statements of
comprehensive income. If, in subsequent year, the fair value of a debt instrument increases and the
increase can be objectively related to an event occurring after the impairment loss was recognized in the
consolidated statements of comprehensive income, the impairment loss is reversed through the
statements of comprehensive income.

Derecognition of Financial Instruments
Financial assets
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A financial asset (or, where applicable a part of a financial asset or part of a 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

. elther (a) the Group has transferred substantially all the risks and rewards of the asset, or (b) the
Group has neither transferred nor retained substantially 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 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.

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
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 price..

Financial liabilities
A financial liability is derecognized when the obligation 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 medification is
treated as a derecognition of the original liability and the recognition of a new liability, and the difference
in the respective carrying amounts is recognized in the statements of consolidated comprehensive
income.

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 is accounted for as follows:

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

Finished goods and work-in-
process - cost includes raw materials, direct labor and a portion

of manufacturing overhead costs. 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.

NRV of finished goods, work-in-process and raw materials 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 supplies and spare parts is the current replacement costs.
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Property, Plant and Equipment

Property, plant and equipment s stated at cost, excluding the 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 when that cost is incurred and if the recognition
criteria are met. Repaits and maintenance are recognized in the consolidated statement of
comprehensive income as incurred,

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 6-12
Buildings and improvements ~ 5-25
Facility and production tools 3-5
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 financial year-end.

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 amortization
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.

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 respective 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.

Intangible Assets

Intangible assets acquired separately are measured on initlal recognition at cost. Following 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 against income in the year in which the expenditure is
incurred.
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The useful lives of intangible assets are assessed to be either finite or indefinite.

Intangible assets with finite lives are amortized over the useful economic 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 an intangible asset with a finite useful life are reviewed at each
financial year-end. 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
intangible assets with finite lives is recognized in the consolidated statement of comprehensive income.

Intangible assets with indefinite useful lives are tested for impairment annually either individually or at
the cash-generating unit level. Such intangibles are not amortized. The useful life of an intangible asset
with an indefinite life is reviewed annually to determine whether the assessment can be supported, If
not, the change in the usefu! life assessment from indefinite to finite is made on a prospective basis.

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:

. 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 the asset

. how the asset will generate future economic benefits

. the availability of resources to complete the asset

. 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 accumulated 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. Amortization is recorded in cost of sales. During the period of development, the
asset is tested for impairment annually.

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 and other current
assets, property and equipment and other noncurrent 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 cash-generating unit’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 nonfinanclal 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 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 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 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
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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 nonfinancial asset in prior years. Such
reversal is recognized in the consolidated statements of comprehensive income,

Capital Stock
Capital stock is measured at par value for all shares issued. Subscriptions receivable are accounted for as

a deduction from equity.

Retained Earnings

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.

Cash dividends

Cash dividends on capital stock are recognized as a liability and deducted from equity when they are
approved by the BOD. Dividends for the year that are approved after the financial reporting date are
dealt with as an event after the financlal reporting date.

Stock dividends

Stock dividends are recognized as a liability and deducted from equity when they are approved by the
shareholders representing not less than two-thirds (2/3) of the outstanding capital stock of the Parent
Company. A stock dividend of at least 20% of the outstanding capital stock is considered as large stock
dividend and is measured at par value. A stock dividend of less than 20% is considered small stock
dividend and is measured at fair value.

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 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 recognized when the significant risks and rewards of

ownership of the goods have passed to the buyer, usually on delivery of the goods.

Interest income

Interest income is recognized as it accrues using the effective interest rate method. (i.e., the rate that
exactly discounts estimated future cash receipts through the expected life of the financial instrument to
the net carrying amount of the financial asset).

Operating expenses

Operating expenses are decreases in economic benefits during the accounting period in the form of
outflows or decrease of assets or incurrence of liabilities that resuit in decreases in equity, other than
those relating to distributions to equity participants. Operating expenses are recognized when incurred.
Leases
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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:

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.

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 lessor retains substantially all the risks 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 Benefit Costs

The Group is covered by a noncontributory 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 defined benefit plans is actuarially determined using the
projected unit credit method.

Defined benefit costs comprise the following:

. Service cost
. 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 profit or loss. 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 fiability or asset. Net interest on
the net defined benefit liability or asset is recognized as expense or income in the consolidated
statements 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.
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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 immediately following the introduction of,
or changes to, a pension plan, past service cost is recognized immediately.

Foreign Currency Transactions

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

All differences are taken to the consolidated statement of comprehensive income., Nonmonetary items
that are measured in terms of historical cost in a foreign currency are translated using the exchange
rates as at the dates of the initial transactions.

Taxes

Current income tax

Current income 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 income tax
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 reparting purposes.

Deferred income tax liabilities are recognized for all taxable temparary differences, except:

) where the deferred income tax liablility 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 he
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, carry-forward of
unused tax credits from excess minimum corporate income tax (MCIT) 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 differences, and the carryforward of unused tax credits from 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 loss; and in respect of
deductible temporary differences associated with investments in subsidiaries and interests in joint
ventures, deferred income tax assets are recoghized only to 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 at 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 income tax asset to be utilized. Unrecognized deferred income tax assets are reassessed
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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.

Income tax relating to items recognized directly in equity is recognized in the statement of changes in
equity and not In the consclidated statement of comprehensive income.

Earnings Per Share (EPS)

Basic EPS is calculated by dividing the net income for the year 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 outstanding are adjusted for the effects of all dilutive potential common shares.

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 statements 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 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 consclidated financial statements
when an inflow of economic benefit is probable,

Events After the Reporting Date

Post year-end events that provide additicnal information about the Group’s position at the financial
reporting date (adjusting events) are reflected in the financial statements. Post year-end events that are
not adjusting events are disclosed in the notes to consolidated financial statements when material.
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 23). ents to customers in order to gain more
orders. The 5% GIT incentive enjoyed by CEC also contributes to the Company’s ability to set a more
competitive pricing structure. The Company also enjoys income tax holiday for certain products granted
by the BOI in 2011, 2012 and 2013.
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Results of Operations

For the 12-month period ending December 31, 2014 compared to the 12-month period
ending December 31, 2013

Revenue
The Company recorded consolidated revenues of US$52.8 millicn for the 12 months ending December
31, 2014, an increase of 18% from US$44 million for the same period in 2013, The growth was

accounted for by the growth of the Company’s Multichip and Hermetics Divisionsand contribution from
the CATS business.

Sales per division

In US$ 000 For the 12 months ended June 30
2014 2013 % Inc /
(Dec)

CEC
Discrete 10,800 11,506 (6)
Multichip 9,629 8,878 8
IC 8,556 9,903 (14)
QFN 3,848 5,097 (25)
New Products 5,221 6,704 (22}
Hermetics 2,008 1,896 &
CATS
Cougar 121 - -
ODR 6,436 - -
EMS 831 - -
Bridgewave 1,233 - -
IRFU 811 - -
Service Income 2,298

Total 51,792 43,984 18%

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 25% to US$44.2 million in the 12 months ending December 31,
2014 from US$35.5 million for the same period in 2013. The increase was mainly due to a rise in raw
materials expenses as a result of higher sales, as well as higher salaries and wages, utilities and
depreciation due to the acquisition of a new operating company.
- Raw materials, spare parts, supplies and other inventories grew by 24% to US$28.4 million
for the 12 months ending December 31, 2014 from US$23 million for the same period in
2013.
- Salaries, wages and employees’ benefits increased by 10% to US$7.8 million for the
12months ending December 31, 2014, from US$7.1 million for the same period in 2013.
- Depreciation and amortization increased by 26% to US$2.8 million for the 12 months ending
December 31, 2014 from US$2.3 million for the same period in 2013.
- Utility expenses amounted to US$3.6 million for the 12 months ending December 31, 2014,
from US$3.4 million for the same period in 2013, an increase of 4%.
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Freight and duties increased by 4% to US$739 thousand for the 12 months ending December
31, 2014 from US$709 thousand for the same period in 2013. Other cost of sales increased
by 35% to US$513 thousand for the 12 months ending December 31, 2014 from US$378
thousand for the same period in 2013.

The Company’s gross margin was 15% for the 12 months ending December 31, 2014, four percentage
points lower than the gross margin recorded for the same period in 2013.

Operating Expenses

The Company's operating expenses for the 12 months ending December 31, 2014 amounted to US$3.3
million, 37% higher compared to the US$2.4 million recorded during the same period in 2013.

Net Income (Loss) Before Income Tax
For the 12 months ending December 31 2014, the Company recorded a net income before income tax of
US$6.6 million, an increase of 35% compared with U$$4.9 million recorded for the same period in 2013.

The increase can be attributed to the gain from the excess of the fair market value of net assets over the
acquisition cost (RBW acquisition).

Provision for Income Tax

Provision for income tax for the 12 months ending December 31 2014 amounted to US$79 thousand
compared with US$260 thousand for the same period in 2013, a decrease of 70%. The decrease was
due to the lower taxable income of CEC in.2014,

Net Income After Tax

The Company’s net income for the 12 months ending December 31 2014 amounted to US$6.9 millicn, an
increase of 45% compared with US$4.8 million for the same period in 2013.
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Financial Condition

For the 12-month period ending December 31, 2014 compared to the period ending
December 31, 2013

Assets

The Company’s cash and cash equivalent for the 12months ending December 31, 2014 amounted to
US$12.6 million, compared with US$7 million for the period ending December 31, 2013, an increase of
US$5.6 million or 79%. The increase was mainly due to proceeds from corporate notes issued by the
Company in December 2014.

Trade and other recelvables for the 12 months ending December 31, 2014 amounted to US$15.6 million,
compared with US$4 million for the period ending December 31, 2013, a 284% increase. The increase
was mainly due to the effect of consolidation of a subsidiary’s trade and other receivables.

Inventory levels for the 12 months ending December 31, 2014 amounted to US$10.8 million, 43% higher
compared with US$7.5 million for the period ending December 31, 2013. This was mainly due to the
effect of consolidation of a subsidiary’s inventory.

Financial assets at fair value through profit and loss refer to short-term investments of the Company. For
the 12 months ending December 31, 2014, short term investments amounted to US$702 thousand
compared with US$8 million for the period ending December 31 2013, a 91% decline. The proceeds
from the short term investment were used to fund the Company’s recent acquisition.

Other current assets for the 12 months ending December 31, 2014 totaled US$1.9 million, compared with
US$1.8 million for the peried ending December 31 2013, 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), deferred income taxes and other
noncurrent assets for the 12 months ending December 31, 2014 amounted to US$19.2 million compared
with US$16.6 million for the period ending December 31, 2013, an increase of 16%. The increase in was
due to consolidation of a subsidiary’s noncurrent assets.

Liabilities

The Company's current liabilities is comprised of trade and other payahles, 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, 2014,
current liabilities were at US$16.4 million compared with US$6.2 million for the period ending December
31, 2013, a 166% 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, 2014, 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$25.4 million, a 165% increase compared to US$10.6 million for the period ending
Pecember 31, 2013. The increase was mainly due to increase in long-term debt,
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Equity

The Company’s shareholders’ equity as of the 12 months ending December 31, 2014 amocunted to
US$35.7 million compared with US$30.5 million for the period ending December 31, 2013, a 17%
increase. The increase in equity was due to profits recorded by the Company in 2014, less cash
dividends paid out during the year,

Liquidity and Capital Resources

For the 12 months ending December 31, 2014, the Company’s principal sources of liquidity was cash
from sales of its products, IPO proceeds, bank credit facilities and proceeds from its 5-year corporate
notes issuance. 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 loans 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 into 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, 2014 and
the same perlod 2013:

For the 12 months
In US$ Thousands ending December 31
2014 2013
Net cash flows provided by/ {used for) operating activities 3,851 8,605
Net cash flows provided by/ (used for} investing activities 1,933 (11,496)
Net cash flows provided by/ (used for) financing activities 3,612 (3,099)
Net increase (decrease) in cash equivalents 5,529 (5,990)

Net Cash Flows from Operating Activities

Net cash flow provided by operating activities was US$7.4 million for the 12 months ending December 31,
2014, compared with US$7.6 million for the same period in 2013.

For the 12 months ending December 31, 2014, net income before tax was US$6.6 million. After
adjustments for depreciation, unrealized foreign exchange gainflosses, 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$7.4 million. Changes in working capital reduced
operating income by US$3.6 million. This was mainly due to increase in trade and other receivables.

Investing Activities

Net cash used in investing activities amounted to US$1.9 million for the 12 months ending December 31,
2014. Investing activities mainly involved payment of consideration for a company acquired,purchase of
production-related machinery and equipment, and proceeds from financial assets at FYPL. For the same
period in 2013, cash used in investing activities totaled US$3.5 million, the bulk of which was spent on
production-related machinery and equipment and facility and production tools.
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Financing Activities

Net cash flow used for financing activities for the 12 months ending December 31, 2014 amounted to
US$3.6 million. Major financing activities involved payment of cash dividends, payment of short-term and
long-term loans, interest and proceeds from availment of short-term loan and long term debt. For the
same period in 2013 financing activities amounted to US$3.1 million and mainly involved payment of
cash dividends, interest payments, payments of short term and ong term loan and proceeds from short-
term bank facilities.

Material Changes to the Company’s Unaudited Income Statement as of December 31, 2014
compared to the Unaudited Income Statement as of December 31, 2013 (increase/decrease
of 5% or more)

e 18% increase in net sales
Growth of Multichip and Hermetics Divisions, and net sales contribution of new subsidiary

¢ 25% increase in cost of sales
Increase in net sales

¢ 37% increase in operating expanses
Consolidation of a subsidiary’s operating expenses

* 35% increase in Net Income Before Tax
Gain from the excess of the fair market value of net assets over the acquisition cost (RBW

acquisition).

e 70% decrease in Provision for Income Tax
Lower taxable income of CEC
» 45% increase in Net Income After Tax
Gain from the excess of the fair market value of net assets over the acquisition cost (RBW acquisition)

and other comprehensive income

Material Changes to the Company’s Unaudited Balance Sheet as of June 30, 2014 compared
to the Audited Balance Sheet as of December 31, 2013 (increase/decrease of 5% or more)

*  79% increase in Cash and Cash Equivalent
Proceeds from corporate notes issued by the Company

s 284% increase in Trade and Other Receivables — Net
Consolidation of a subsidiary’s trade and other receivables

e 43% increase in inventories
Consolidation of a subsidiary’s inventories

» 91% decrease in Financial assets at fair value through profit or loss
Proceeds used to fund acquisition of new company

+ 16% increase in Other Non-current Assets
Consolidation of a subsidiary’s noncurrent assets
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o 166% increase In Current Liabilities
Increase in trade and other receivables, short-term loan and current portion of long-term debt

e 165% increase in Non-current Liabilities
Increase in long-term debt

s 17% increase in Total Equity
Increase in retained earnings

KEY PERFORMANCE INDICATORS

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

Amounts in thousand USS, 2012 2013 | 2014
except ratios, and where

Indicated

EBITDA 7,471 8,385 10,425,111
EBITDA Margin_ 18% 19% 20%
Sales Growth 10% 8% 18%
Current Ratio (x) 5x 5x 3.6x
Earnings per share (US$) 0.024|  0.017 0.022
Note:

**Earnings per Share was calculated using CHPC'S average outstanding common shares from January 1
to September 30 2014 for 2014 and full year for the years 2012and 2013

» EBITDA and EBITDA Margin

Earnings before interest, tax, depreclation and amortization (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 o 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 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 2012 2013 2014
Net income 4,209 4,636 6,926
Add back:
Interest expensefincome-
net 60 285 520
Provision for
income tax 55 260 79
Depreciation and '
amortization 3,037 2,310 2,900
Unrealized foreign exchange
losses 894
Unrealized mark to market
loss/(gain) 10 -
—-EBITDA 7,471 8,385 10,425

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

For the years ended December 31

In US$ 000 2012 2013 2014
EBITDA 7,471 8,385 10,425
Deduct:
Interest
expense/{income) (60) (285) (520)
Provision for
income tax ((155) (260) (79)
Depreciation and
- amortization (3,037) (2,310) (2,900)

Unrealized foreign

exchange losses -

Unrealized mark to

market gain (1) - -
Net Income 4,209 4,636 6,926

»  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.

e 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.

FINANCIAL RISK DISCLOSURE

The Company is not aware of any known trends, 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 cbligation.

The Company does not have any off-balance sheet transactions, arrangements, cbligations (including
contingent obligations), and other relationships with unconsolidated entities or other persons created

during the reporting period.

The Company has allocated up to US$3 Million for capital expenditure for full year 2015, 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 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/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 conditions
or results of operations.
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ITEM 7 FINANCIAL STATEMENTS

Please see attached Audited Financial Statements ending 31 December 2014,

ITEM 8 CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING
AND FINANCIAL DISCLOSURE

None.
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PART III - CONTROL AND COMPENSATION INFORMATION

ITEM 9 DIRECTORS AND EXECUTIVE OFFICERS OF THE ISSUER

All of the Directors and Officers named herein have served in their respective positions since May 31
2013, 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 following is a brief profile of the Corporation’s Directors and Officers for the year 2013-2014,

Jerry Liu, 66 years old was elected as the Company’s Chairman and President on May 25, 2012. He is
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.

Nicanor Lizares, 51 years old was elected as a director of the Company on February 17, 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, 48 years old was elected as the Company’s Treasurer and Chief Financial Officer on
February 17, 2011. He is concurrently the CFO of CEC, CEIC and the Figaro Coffee Company. Prior to
joining the Company, 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.

Jorge Aguilar, 58 years old has been a director of the Company since February 17, 2011. He joined CEC
in 1985 and is concurrently EVP/General Manager of CEC, a position he has held since 2004. Mr Aguilar
has a Bachelor of Science degree in Mechanical engineering from the Manuel L. Quezon University and an
MBA from the Collegio de San Juna de Letran.

Rafael G. Estrada, 64, 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, 50 years old was elected as an Independent Director of the Company on
February 17, 2011 and shall serve as such for cne year or until his successor is elected and qualified. Mr.
Lorenzo is the Chairman and President of Pancake House, Inc and Chairman as well as partner of
Macondray & Co., Inc., 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, 72 years old, was elected as an Independent Director of the Company on February
17, 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 and a director
of Philippine Township, Inc. Previously, Mr. Server served as Vice Chairman of the Commercial Bank of
Manila, Consumer Bank and Cosmos Bottling Company and President of Philippine Home Cable Holdings,
Inc. and Philam Fund. Mr. Server graduated from the Ateneo de Manila University in 1963 with: degree in
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Bachelor of Arts degree in Economics and holds an MBA Major in Banking and Finance from the University
of Pennsylvania, Wharton Graduate School.

Key Officers

Tadeo Hilado, 63 years old, was elected as the Company’s Corporate Secretary on February 17, 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., Nissan Motor
Philippines, Inc., Nissan Autoparts Manufacturing Corporation, Sumisetsu Philippines, Inc., and Samsonite
Philippines, Inc., 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.

Brian Gregory T. Liu, 29 years old, has been the Assistant Corporate Secretary of the Company since
March 2011, He is concurrently a stockholder in Cirtek Electronics Corparation, 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.

ITEM 10 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 officers and to its officers and directors as a Cirtek Group

unnamed is as follows:

Name & Position Year Salary Bonus

Jerry Liu (President) 2014 B=14.0 million £2.0 million
Anthony Buyawe {CFO)
Jorge Aguilar (General
Manager)

Antonio Callueng (Sales
Director) Raul Santiano (Vice
President)

Aggregate compensation paid | 2014 £ 15.0 million P 3.0 million
to all officers and directors as
a Cirtek Group unnamed

Name & Position Year Estimated Salary | Estimated Bonus
Jerry Liu (President) 2015 P-25.0 million £4.0 million
Anthony Buyawe {CFO)
Dominge Bonifacio (President
CATS)

Rolando Enriquez {Vice
President CATS)

Jorge Aguilar (President CEC)
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Aggregate compensation paid
to all officers and directors as
a Cirtek Group unnamed

2015 [ P 30.0 milliﬂ P6.0 millio?{

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 outstanding capital stock at a regular or special meeting of the
stockholders.

Compensation of Directors

Standard Arrangements and Other Arrangements

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 Company’s Chief Executive Officer, other officers and/or directors.

Employment Contracts, Termination of Employment, Change-in-Contro! Arrangements

The Cirtek 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 Company in the event of
change in control of the Company.

Warrants and Options

There are no outstanding warrants and options held by any of the Company’s directors and executive
officers.

ITEM 11 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT

Owners of record of more than 5% of the corporation’s voting securities as of 27 March 2015:

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

Owner, and | Relationship
Relationship | with Record

with Issuer Owner
Common t:amerton, Camerton, L Filipino
Inc. Inc. 185,327,983 | 60.13
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-]

Commen | PCD Nominee | PCD Nominee Filipino
Corporation Corporation 122,211,568 39.65
Common | Total 307,601,21 99.79%

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

Participant Number of Shares Percentage
Evergreen Securities 42,428,013 13.8%
Guild Securities 35,513,516 11.5%
PCCI Securities 29,363,460 9.5%

o 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 outstanding common stock.

The number of common shares beneficially owned by directors and executive officers as of 31 March
2014 are as follows: ‘

Title of Class Name of No. of Shares Citizenship Percent
Beneficial Held
Ownetr
Common Jerry Liu 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
Commen Jorge Aguilar 1 Filipino 0.0000
| Common Martin Lorenzo 1 Filipino 0.0000
Common Ernest Fritz 1 Filipino 0.0000
Server
Common Brian Gregory 1 Filipino 0.0000
Liu |

Voting Trust Holder of 5% or More

The corporation s 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 occurred since the beginning of the last fiscal year.
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Item 12 Certain Relationships and Related Transactions

The Liu family, primarily through Camerton, Inc., is the largest shareholder in the Corporation, and as of
March 31 2015 owns 217,617,027 shares, or approximately 70.60% 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 significant
transactions consist of the following:

a. Advances for operating requirements of Cirtek Holdings, Inc. (CHI), former parent of CEC and CEIC

b. Rental of land and lease deposit with Cirtek Land Corporation (CLC), an affiliate, where the
manufacturing building 1 and administrative building is situated.

c. Payments and /or reimbursements of expenses made or in behalf of the affiliates.

d. Rental of land with Cayon Holdings, Inc. (Cayon), an affiliate, where the building 2 of the Group is
situated.

The consolidated balance sheets and consolidated statements of income include the following significant
account balances resulting from the above transactions with related parties:

a. Expenses
Amount Amounts owed to
related parties
Nature of 2014 2013 2014 2013 Terms Conditions
Transactions
Other related parties
CLC Rental $10,63 ($18,586) $420,679 $410,049 Dueand Unsecured
0 demanda
ble; non-
interest
bearing
Cayon Rental 12,095 10,427 49,467 37,371 Due and Unsecured
demanda
ble; non-
interest
bearing

$22,72  ($8,159) $470,146 $447,420
5
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b. Amounts owed by related parties

Volume Qutstanding Balances
Nature of 2014 2013 2014 2013 Terms Conditions
Transactions
Other related parties
CHI Advances $— $- $1,809, $1,809,256 Due and Unsecured;
for working 256 dermandable; no
capital non-interest impairment
bearing
Cayon Reimbursem - 6,363 206,284 206,284 Due and Unsecured;
ent of demandable; no
expenses non-interest impairment
bearing
Camerton,  Reimbursem - (353) 33,161 33,161 Due and Unsecured!
Inc. ent of demandable; no
expenses hon-interest impairment
bearing
Jerry Liu Reimbursem 2,900, 173,71 3,074,3 173,714 Due and Unsecured;
ent of 663 4 77 demandable; no
expenses non-interest impairment
bearing
$2,900 $179,7 $5,123, $2,222,415
,663 24 078
C. Rental deposit
Cutstanding Balances
Amount {see Note 9)
2014 2013 2014 2013 Terms  Conditions
Other related
party
Due and
demandable; Unsecured;
$1,131,3 ~ non-interest no
CLC $— $— 99 $1,131,399 bearing impairment

The above related parties are under commeoen ultimate ownership with the Group.

In 2011, the Group entered into the following assignments and set-off agreements with
the related partles as part of Its corporate restructuring:

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 uitimate 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 December 31, 2010 represent advances for
working capital lines in the normal course of business when CEC and CEIC were then still
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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 (IPQ) 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

{see Note 26) as of March 17, 2011,

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 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 (see Note 4), as revalued from the effect of foreign exchange rate.

The amount owed by CHI as of December 31, 2014 and 2013 pertains to the remaining
balance of receivable as a result of 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 December 31, 2014 and 2013 pertain mainly to
advances for incorporation expenses of Camerton.

Transactions with CLC and Cayon

CLC is an entity under common ownership with the ultimate parent. CEC had a lease
agreement on the land 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 lease agreement with CLC 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 #640,704 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 $14,434, $16,314 and $41,162 in
2014, 2013 and 2012, respectively.

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 582,144 for a period of ten (10) years
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and renewable thereafter. Total rent expense charged to operations amounted to $13,114, $14,823 and
$14,329 in 2014, 2013 and 2012, respectively.

PART IV — CORPORATE GOVERNANCE

ITEM 13 CORPORATE GOVERNANCE

The Corporation is committed to the ideals of good corporate governance. In compliance with the SEC
requirement, The Corporation is studying best practices 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 rules/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 independent directors that gives the assurance of independent
views and perspective.

PART V - EXHIBITS AND SCHEDULES

ITEM 14 EXHIBITS AND REPORTS ON SEC FORM 17-C

(a) Exhibits
Supplemental Schedules

Schedule A Marketable Securities

Schedule B Amounts Receivable from Directors, Officers, Employees, Related Parties and Principal
Stockholders (Other than Related Parties)

Schedule C Non-current Marketable Securities, Other Long-term Investments, and Other Investments

Schedule D Indebtedness to Unconsolidated Subsidiaries and Affiliates

Schedule E Property, Plant and Equipment

Schedule F Accumulated Depreciation

Schedule G Intangible Assets

Schedule H Long-term Debt

Schedule I Indebtedness to Affiliates and Related Parties (Long-term Loans from Related
Companies)
Schedule ] Guarantees of Securities and Other Issuers

Schedule K Capital Stock
Summary of IPO Proceeds and Utilization
Reconciliation of Retained Earnings Available for Dividend Declaration

List of Philippine Financial Reporting Standards
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{b) Reports on SEC Form 17-C
The following disclosures were filed during the period June to December 2013;

July 4, 2014 Annual Corporate Governance Report for 2012
October 8, 2013 Audit Committee Charter and Audit Committee Assessment
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Cirtek Holdings Philippines Corporation
Report on Uses of Proceeds
As of December 31, 2014

Net Balance of Proceeds from the offering as of December 31, 2011
Uses of Proceeds

Acquisition of new equipment 197,146,118
Working Capital 50,653,465

Total Uses of Proceeds
Net Balance of proceeds from the offering as of December 31, 2014

Php
247,799,583

247,799,583
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INDEPENDENT AUDITORS’ REPORT
ON SUPPLEMENTARY SCHEDULES

The Stockholders and the Board of Directors
Cirtek Holdings Philippines Corporation
116 East Main Avemie

Phase V-SEZ

Laguna Technopark

Bifian, Laguna

We have audited the accompanying Consolidated Financial Statements of Cirtek Holdings Philippines
Corporation and Subsidiaries (the Group) as at and for the year ended December 31, 2014 in
accordance with Philippine Standards on Auditing and have issued our report thereon dated

April 10, 2015. Our audit was made for the purpose of forming an opinion on the basic financial
statements taken as a whole, The schedules I to IV and A to H listed in the Index to the Consolidated
Financial Statements and Supplementary Schedules are the responsibility of the Group’s management.
These schedules are presented for the purpose of complying with the Securities Regulation Code Rule
68, As Amended (2011} and are not part of the basic consolidated financial statements. These
schedules have been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, fairly state, in all material respects, the information required to be set
forth therein in relation to the basic financial statements taken as a whole.

SYCIP GORRES VELAYO & CO.

| D S

Ladisiao Z. Avila, Jr.

Partner

CPA Certificate No. 69099

SEC Accreditation No. 0111-AR-3 (Group A),
January 18, 2013, valid until January 17, 2016

Tax Identification No. 109-247-891

BIR Accreditation No. 08-001998.43-2015,
February 27, 20135, valid until February 26, 2018

PTR No. 4751254, January 5, 2015, Makati City

April 10, 2015
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

INDEX TO THE CONSOLIDATED FINANCIAL STATEMENTS AND

SUPPLEMENTARY SCHEDULES
AS AT AND FOR THE YEAR ENDED DECEMBER 31, 2014

Schedule Contents
Index to the Consolidated Financial Statements

I Map Showing the Relationships Between and Among the Companies in the
Group, its Ultimate Parent Company and Co-subsidiaries

I Schedule of All Effective Standards and Interpretations Under Philippine
Financial Reporting Standards

1I Reconciliation of Retained Earnings Available for Dividend Declaration

Iv Financial Soundness Indicators

Supplementary Schedules
A Financial Assets

Amounts Receivable from Directors, Officers, Employees, Related

B Parties, and Principal Stockholders (Other than Related parties)

Amounts Receivable from Related Parties and Amounts Payable to Related

C Parties which are Eliminated during the Consolidation of Financial
Statements

D Intangible Assets - Other Assets

E Long-Term Debt

F Indebtedness to Related Parties

G Guarantees of Securities of Other Issuers

H Capital Stock
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

MAP SHOWING THE RELATIONSHIPS BETWEEN AND AMONG THE
COMPANIES IN THE GROUP, ITS ULTIMATE PARENT COMPANY AND CO-

SUBSIDIARIES
DECEMBER 31, 2014
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SCHEDULE OF ALL EFFECTIVE STANDARDS AND INTERPRETATIONS

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES
SUPPLEMENTARY SCHEDULE REQUIRED
UNDER SRC RULE 68, AS AMENDED (2011)

Framework for the Preparation and Presentation of Financial

Statements v
Conceptual Framework Phase A: Objectives and qualitative

characteristics

PFRSs Practice Statement Management Commentary v

Philippire Financial Reporting Standards

PFRS 1 Firsi-time Adoption of Philippine Financial Reporting v
(Revised) Standards

Amendments to PFRS 1 and PAS 27: Cost of an

Investment in a Subsidiary, Jointly Controlied Entity or v
Associate
Amendments to PFRS 1: Additional Exemptions for v

First-time Adopters
Amendment to PFRS 1: Limited Exemption from

Comparative PFRS 7 Disclosures for First-time v
Adopters
Amendments to PFRS 1: Severe Hyperinflation and Y

Removal of Fixed Date for First-time Adopters
Amendments to PFRS 1: Government Loans

PFRS 2 Share-based Payment
Amendments to PFRS 2: Vesting Conditions and ‘ v
Cancellations
Amendments to PFRS 2: Group Cash-settled Share- v
based Payment Transactions

PERS 3 Business Combinations v

(Revised)

PFRS 4 Insurance Contracts v
Amendments to PAS 39 and PFRS 4; Financial v
Guarantee Contracts

PFRS 5 Non-current Assets Held for Sale and Discontinued v l
Operations

PFRS 6 Exploration for and Evaluation of Mineral Resources v

PFRS 7 Financial Instruments: Disclosures v
Amendments to PAS 39 and PFRS 7: Reclassification v

of Financial Asgets
*Standards and interpretations which will become effective subsequent to December 31, 2014.
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PFRS 7

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 Transition Disclosures

PFRS 8

Operating Segments

PFRS 9

Financial Instruments *

See footnote. *

Amendments to PFRS 9: Mandatory Effective Date of
PFRS 9 and Transition Disclosures*

See footnote,*

PFRS 10

Consolidated Financial Statements

Amendments to PFRS 10, PFRS 12 and PAS 27:
Investment Entities

L

Amendments to PFRS 10, PFRS 12 and PAS 28:
Investment Entities - Applying the Consolidation

Exception*

See footnote. *

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

See footnote. *

PFRS 11

Joint Arrangements

[

Amendments to PFRS 11: Accounting for Acquisitions
of Interests in Joint Operations*

See footnote. ®

PFRS 12

Disclosure of Interests in Other Entities

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*

See footnote.

PFRS 13

Fair Value Measurement

i

PFRS 14

Regulatory Deferral Accounts*

See footnote. *

Philippine Accounting Standards

PAS 1
(Revised)

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

*Standards and Interpretations which will become effective subsequent to December 31, 2014.
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Financial Statements®

PAS 1 Amendments to PAS 1: Presentation of Items of Other v
(Revised) Comprehensive Income
Amendments to PAS 1: Disclosure Initiatives* See footnote. *
PAS 2 Inventories 4
PAS 7 Statement of Cash Flows v
PAS 8 Accounting Policies, Changes in Accounting Estimates v
and Brtors
PAS 10 Events after the Reporting Period v
PAS 11 Construction Contracts
PAS 12 Income Taxes v
Amendment to PAS 12 - Deferred Tax: Recovery of
Underlying Assets
PAS 16 Property, Plant and Equipment v |
Amendments to PAS 16 and PAS 38: Clarification of See footnote.*
Acceptable Methods of Depreciation and Amortization® '
Amendments to PAS 16 and PAS 41: Bearer Plants* See footnote.*
PAS 17 Leases v
PAS 18 Revenue v
PAS 19 Employee Benefits
(Amended) Amendments to PAS 19; Defined Benefit Plans -
. See footnote, *
Employee Contributions*
PAS 20 Accounting for Government Grants and Disclosure of
Government Assistance
PAS 21 The Effects of Changes in Foreign Exchange Rates v
Amendment to PAS 21: Net Investment in a Foreign
Operation
PAS 23 Borrowing Costs
(Revised)
PAS 24 Related Party Disclosures v
{Revised)
PAS 26 Accounting and Reporting by Retirement Benefit Plans
PAS 27 Separate Financial Statements
(Amended) [, o dments to PERS 10, PFRS 12 and PAS 27:
Investment Entities L
Amendments to PAS 27: Equity Method in Separate See footnote.*

*Standards and interpretations which will become effective subsequent to December 31, 2014,
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PAS 28
(Amended)

Investments in Associates and Joint Ventures

Amendments to PFRS 10, PFRS 12 and PAS 28:
Investment Entities - Applying the Consolidation
Exception*

See footnote,*

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

See footnote. *

PAS 29

Financial Reporting in Hyperinflationary Economies

PAS 32

Financial Instruments: Disclosure and Presentation

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

PAS 33

Eamings per Share

PAS 34

Interim Financial Reporting

PAS 36

Impairment of Assets

Amendments to PAS 36: Recoverable Amount
Disclosures for Non-Financial Assets

PAS 37

Provisions, Contingent Liabilities and Contingent
Assets

PAS 38

Intangible Assets

Amendments to PAS 16 and PAS 38: Clarification of
Acceptable Methods of Depreciation and Amortization*

PAS 39

Financial Instruments: Recognition and Measurement

Amendments 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

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

*Standards and interpretations which will become effective subsequent to December 31, 2014,
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Amendments to Philippine Interpretation IFRIC-9 and v
PAS 39: Embedded Derivatives
Amendment to PAS 39: Eligible Hedged I[tems v
Amendments to PAS 39: Novation of Derivatives and v
Continuation of Hedge Accounting .
Amendments to PAS 39: Mandatory Effective Date of See footrote. *
PFRS 9 and Transition Disclosures* '
PAS 40 Investment Property v
PAS 41 Agriculture v
Amendments to PAS 16 and PAS 41: Bearer Plants* v
Philippine Interpretations
IFRIC 1 Changes in Existing Decommissioning, Restoration and v
Similar Liabilities
IFRIC 2 Members’ Share in Co-operative Entities and Similar .
Instruments
TIFRIC 4 Determining Whether an Arrangement Contains a
Lease
IFRIC 5 Rights to Interests arising from Decommissioning, v
Restoration and Environmental Rehabilitation Funds
IFRIC 6 Liabilities arising from Participating in a Specific v
Market - Waste Electrical and Electronic Equipment
IFRIC 7 Applying the Restatement Approach under PAS 29 v
Financial Reporting in Hyperinflationary Economies
IFRIC 8 Scope of PFRS 2 v
IFRIC 9 Reassessment of Embedded Derivatives v
Amendments to Philippine Interpretation IFRIC-9 and v
PAS 39: Embedded Derivatives
IFRIC 10 Interim Financial Reporting and Impairment v
IFRIC 11 PFRS 2-Group and Treasury Share Transactions v
IFRIC 12 Service Concession Atrangements v
IFRIC 13 Customer Loyalty Programmes v
IFRIC 14 PAS 19~The Limit on a Defined Benefit Asset, v
Minimum Funding Requirements and their Interaction
Amendments to Philippine Interpretations IFRIC-14, v
Prepayments of a Minimum Funding Requirement
IFRIC 15 Agreements for the Construction of Real Estate* See footnote, *
IFRIC 16  |Hedges of a Net Investment in a Foreign Operation v
IFRIC 17 Distributions of Non-cash Assets to Owners v

*Standards and interpretations which will become effective subsequent to December 31, 2014,

AR AR




IFRIC 18 Transfers of Assets from Customers v

IFRIC 19 Extinguishing Financial Liabilities with Equity v
Instruments

IFRIC 20 Stripping Costs in the Production Phase of a Surface v
Mine

IFRIC 21 Levies v

SIC-7 Introduction of the Furo v

SIC-10 Government Assistance - No Specific Relation to v
Operating Activities

SIC-15 Operating Leases — Incentives v

SIC-25 Income Taxes - Changes in the Tax Status of an Entity v
or its Shareholders

SI1C-27 Evaluating the Substance of Transactions Involving the Y
Legal Form of a Lease

SI1C-29 Service Concession Arrangements: Disclosures v

S1C-31 Revenue - Barter Transactions Involving Advertising v
Services

SI1C-32 Intangible Assets - Web Site Costs v

*Standards and interpretations whick will become effective subsequent to December 31, 2014.
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CIRTEK HOLDINGS PHILIPPINES CORPORATION

RECONCILIATION OF RETAINED EARNINGS AVAILABLE FOR

DIVIDEND DECLARATION
DECEMBER 31, 2014

Unappropriated Retained Earnings, beginning
Adjustments in previous year’s Reconciliation:

Less: Non-actual/unrealized income net of tax
Unappropriated Retained Earnings, as adjusted, beginning

Net Income based on the face of AFS
Add: Non-actual losses
Less: Non-actual/unrealized income net of tax

Net Income Actual/Realized

Transfer from Appropriated to Unappropriated Retained
Earnings

Unappropriated Retained Earnings, as adjusted, ending
Less: Dividends declared in 2014

Cash dividends declared

Stock dividends declared

(1,334,068)

$35,762

35,762
$3,169,977

3,169,977

(1,800,000)
(3,134,068)

Retained earnings available for dividend declaration

$71,671
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CIRTEK HOLDINGS PHILIPPINES CORPORATION

FINANCIAL SOUNDNESS INDICATORS
DECEMBER 31, 2014

Ratios Formula 31-De1c; 31-Dec-13
(i) Current Ratio Current Assets/Current Liabilities 3.56 4.99
(ii) Debt/Equity Ratio Bank Debts/ Total Equity 0.76 0.32
(iii} Net Debt/Equity Bank Debts-Cash & Equivalents/Total
Ratio Equity 841 0.09
(itf) Asset to Equity Total Assets/Total Equity 2.17 1.55
Ratio
(iv) Interest Cover Ratio  EBITDA/Interest Expense (13.43) (18.80)
(v) Profitability Ratios
GP Margin ' Gross Profit/Reventes 0.15 0.19
Net Profit Margin Net Income/Revenues 0.13 0.11
EBITDA Margin EBITDA/Revenues 0.14 0.17
Refurn on Assets Net Income/Total Assets 0.08 0.10
Return on Equity Net Income/Total Equity (.18 - 015

*EBITDA = Operating income before working capital changes
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SCHEDULE A

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULE OF FINANCIAL ASSETS
AS AT AND FOR THE YEAR ENDED DECEMBER 31, 2014

Valued based
Name of on market
Issuing entity quotations at
anid Amount end of Income
association of  shown in the repotting received or
each issue  balance sheet period accrued
Cash and cash equivalents N/A  $12,602,322  $12,602,322 -
Trade and other receivables N/A 15,586,934 15,586,934 -
Financial asset at fair value through profit
or loss N/A 701,747 701,747 -
Amounts owed by related parties N/A 5,123,078 5,123,078 -
Other current assets
Rental deposit N/A 1,133,929 1,133,929 -
Loan to employees N/A 94,111 94,111 -
Held-to-maturity investments N/A 1,188,130 1,188,130 -
Other noncurrent assets
Miscellaneous deposits N/A 167,551 167,551 -

$36,597,802  $36,597,802 §-
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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 AT AND FOR THE YEAR ENDED DECEMBER 31, 2014

Amounts Receivable from Officers, Employees and Related Parties under Trade and other receivables

Balance at Balance at

beginning Amounts the end of

Name and Designation of debtor of period Additions collected Current __ Not Current the period
Advances to officers and cmployees $134,072 5139,122 {$179,083) $94,111 3 394,111
$134,072 $139,122 ($179,083) 594,111 3— $94,111

Amounts owed by Related Parties

Balance at Balence at

beginning Amounts the end of

Name and Designation of debtor of period Additions collegted Current  ‘Not Current the period
Cirtek Holding, [nc. $1,809,256 - - 51,809,256 $-  $1,809,256
Carmerton, Inc. 33,161 - - 33,161 - 33,161
Cayon Holdings, Inc. 206,284 - - 206,284 - 206,284
Jerry Liu 173,714 2,900,663 - 3,074,377 — 3,074,377

$2,222,415  $2,900,663 $- 85123078 S—  $5,123078
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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 AT AND FOR THE YEAR ENDED DECEMBER 31, 2014

Receivables from related parties which are eliminated during the consolidation

{under Trade and other receivables)

Balance
Balance at at end of
beginning of Amount Amount
Name and designation of debtor period Additions collectad written off Current Noucurrent period
Cirtek Electronics Corperation $37,663,571 $5,459,191 $- $-  $43,122,762 5 843,122,762
Cirtek Electronics International
Corporation - 9,000,000 - - %,000,000 - 9,000,000
Cirtek Advanced Technology
Solution Inc. - 1,499,468 - - 1,499,468 - 1,499,468
Cirtek Holdings Philippines
Comporation 12,366,567 11,376,956 - - 23,743,523 - 23,743,523
$50,030,138  $27,335,615 3 $-— 877365753 $— 377,365,753
Amolnts owed by related parties which are eliminated during the consolidation
Balance at Balance at
beginming of Amount Amount end of
Name and designation of debtor period Additions cotlected written off Current Not current period
Cirtek Electronics Corperation $37,663,571 $5,459,191 - - §43,122,762 $~ 543,122,762
Cirtek Electronics International
Corporation - 9,000,000 - - 9,000,000 - 9,000,000
Cirtek Advanced Technology
Solution Ine. - 1,499,468 - - 1,499,468 - 1,499,468
Cirtek Holdings Philippines
Corporation 12,366,567 11,376,956 - - 23,743,523 - 23,743,523
350,030,138 $27,335,613 $- - §77,365,753 $~ 877,365,753

A AR



SCHEDULE D

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES
SUPPLEMENTARY SCHEDULE OF INTANGIBLE ASSETS - OTHER

ASSETS
AS AT DECEMBER 31, 2014
Intangible Assets - Other Assets
Other
Chargedto  Charged to changes
Beginning  Additions cost and other additions Ending
Description Balance at cost expenses accounts (deductions) Balance
Advances to supplier $43,440 $58,500 3 $- $-  $101,940
Development Cost 469,965 163,907 (72,940) - - 560,932
Notes Receivable - - - - 87,373 87,373
Miscellaneous Deposit 168,776 - — - (1,266) 167,510

$682,181  $222407  (872,940) $—  $86,107  $917,755
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SCHEDULE E

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES
SUPPLEMENTARY SCHEDULE OF LONG-TERM DEBT

AS AT DECEMBER 31, 2014
Long-term Debt
Amount shown under

‘ caption "current portion of Amount shown under
Title of Issue and type of Amount authorized by long-term” in related caption “long-term debt” in
obligation indenture balance sheet related balance sheet
Notes Payable $18,684,680 $967,861 $17,716,819
Interest-bearing loan 8,479,933 2,444,218 6,035,715

$1,820,353,996 $328,514,924 $1,491,839,072
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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 AT DECEMBER 31, 2014

Indebtedness to related parties (Long-term loans from related companies)
Narne of related party Balance at beginning of period Balance at end of period

Not Applicable
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SCHEDULE G

CIRTEK HOLDINGS PHILTPPINES CORPORATION AND SUBSIDIARIES
SUPPLEMENTARY SCHEDULE OF GUARANTEES OF SECURITIES OF

OTHER ISSUERS
AS AT DECEMBER 31, 2014

Guarantees of Securities of Other Issuers
Narme 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 Nature of guarantee

Not Applicable
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SCHEDULE H

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULE OF CAPITAL STOCK

AS AT DECEMBER 31, 2014
Capital Stock
Number of Number of

shares issued and  shares reserved Number of

outstanding as for options Number of shares held by

Number of shown under warrants, shares held directors,

shares  related balance conversion and by related officers and
Title of Issue authorized sheet caption other rights parties employees Others
Capital Stock 400,000,000 308,239,419 - - - -
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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 for the years ended December 31, 2014, 2013 and
2012, including the additional components attached therein, in accordance with the Philippine Financial
Reporting Standards. This responsibility includes designing and implementing internal controls relevant
to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error, selecting and applying appropriate accounting policies,
and making accounting estimates that are reasconable in the circumstances.

The Board of Directors reviews and approves the financial statements and submit the same to the
stockholders.

Sycip Gorres Velayo & Co., the independent auditor, appointed by the stockholders for the period
December 31, 2014, 2013 and 2012, have examined the financial statements of the Company in
accordance with Philippine Standards on Auditing, and in its report to stockholders, have expressed
their opinion on the fairness of presentation upon completion of such examination.

Jerry Liu
Chairman of the Board & President

/M A
Anthony Buyawe
Chief Financial Officer & Treasurer
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INDEPENDENT AUDITORS’ REPORT

The Stockholders and the Board of Directors
Cirtek Holdings Philippines Corporation

We have audited the accompanying consolidated financial statements of Cirtek Holdings Philippines
Corporation and Subsidiaries, which comprise the consolidated balance sheets as at

December 31, 2014 and 2013, and the consolidated statements of comprehensive income, statements
of changes in equity and statements of cash flows for each of the threc years in the period ended
December 31, 20144, and a summary of significant accounting policies and other explanatory
information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Philippine Financial Reporting Standards, and for such internal control
as management determines is necessary to enable the preparation of consolidated financial staterments
that are free from material misstatement, whether due to fraud or etror.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audits. We conducted our audits in accordance with Philippine Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstaterment of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements 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 entity’s internal control. An audit also includes
evaluating the appropriatencss of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the-consclidated
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of Cirtek Holdings Philippines Corporation and Subsidiaries as at

December 31, 2014 and 2013, and their financial performance and their cash flows for each of the
three years in the period ended December 31, 2014 in accordance with Philippine Financial Reporting
Standards.

SYCIP GORRES VELAYO & CO.

Ladislao Z. Avila, Jr.

Partner

CPA Certificate No. 69099

SEC Accreditation No. 0111-AR-3 (Group A),
January 18, 2013, valid until January 17, 2016

Tax Identification No, 109-247-891

BIR Accreditation No. 08-001998-43-2015,
February 27, 2015, valid until February 26, 2018

PTR No. 4751254, January 5, 2015, Makati City

April 10, 2015
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUH SI)?IIAﬁIE,SM |
CONSOLIDATED BALANCE SHEETS - TATR
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B Detember 31
2014 2013
ASSETS
Current Assets
Cash and cash equivalents (Note 5) $12,602,322 $7,023,747
Trade and other receivables (Note 6) 15,586,934 4,060,866
Inventories (Note 7) 10,768,681 7,534,619
Financial asset at fair value through profit or loss (Note 8) 701,747 8,055,035
Amounts owed by related parties (Note 6) 5,123,078 2,222,415
Held-to-maturity investments (Note 10) 114,341 -
Other current assets (Note 8) 1,871,111 1,801,286
46,768,214 30,697,972
Noncurrent assets-held-for-sale (Note 11) 11,408,611 —
Total Current Assets 58,176,825 30,697,972
Noncurrent Assets
Property, plant and equipment (Note 11) 17,015,168 15,783,581
Held-to-maturity investments (Note 10) 1,073,789 -
Deferred income tax asset (Note 22) 186,579 83,754
Other noncurrent assets (Note 12) 962,504 687,748
Total Noncurrent Assets 19,238,040 16,555,083
TOTAL ASSETS $77,414,865 $47,253,055
LIABILITIES AND EQUITY
Current Liabilities
Trade and other payables (Note 13} $9,434,272 $4,383,654
Short-term loan (Note 14) 2,100,000 200,000
Long-term debt - current portion and net of deferred
financing costs (Note 15) 3,412,079 964,977
Amounts owed to related parties (Note 16) 470,147 447,420
Deferred revenues 405,144 -
Income tax payable 349,237 58,210
Provision for warranty 148,954 -
Derivative liability (Note 25) 40,836 102,090
Total Current Liabilities 16,360,669 6,156,351
Noncurrent Liabilities
Long-term debt - net of current portion and deferred
financing costs (Note 15) 23,752,534 8,684,670
Retirement benefit obligation (Note 20) 1,645,787 1,881,835
Total Noncurrent Liabilities 25,398,321 10,566,514
Total Liabilities 41,758,990 16,722,865
Equity
Capital stock (Note 27) 7,893,134 6,559,066
Additional paid-in capital 4,733,511 4,733,511
Equity reserve 4,138,375 4,138,375
Other comprehensive income 317,579 (66,414)
Retained earnings (Note 27) 18,573,276 15,165,652
Total Equity 35,635,875 30,530,190
TOTAL LIABILITIES AND EQUITY $77,414,865 $47,253,055

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

2014 2013 2012
NET SALES $51,792,081 $43,984,426 $40,631,136
COST OF SALES (Note 17) (44,251,335) (35,476,436) {(33,790,977)
GROSS PROFIT 7,540,746 8,507,990 6,840,159
OPERATING EXPENSES (Note 18) {3,328,456) (2,432,7000  (2,378,331)
FINANCTAL INCOME (EXPENSES)
Interest income 31,704 118,370 123,117
Interest expense (551,334) (403,450) (182,980)
(519,630) (285,080 (59,863)
OTHER INCOME (CHARGES) (Note 21) 2,928,008 (893,555) 160,008
INCOME BEFORE INCOME TAX 6,620,668 4,896,655 4,561,973
PROVISION FOR (BENEFIT FROM)
INCOME TAX (Note 22)
Current 202,011 190,813 215,287
Deferred {123,035) 69,006 {60,479)
78,976 259,819 154,808
NET INCOME 6,541,692 4,636,836 4,407,165
OTHER COMPREHENSIVE INCOME
Other comprehensive income (loss) not to be
reclassified to profit or loss in subsequent
periods:
Re-measurement gain (loss) on retirement
benefit, net of deferred tax 383,993 131,779 (98,193)
TOTAL COMPREHENSIVE INCOME $6,925,685 $4,768,615 $4,208,972
Earnings Per Share
Basic and diluted - as restated (Note 23) $0.020 $0.014 $0.018

See accompanying Notes to Consolidated Financial Statements.
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2014, 2013 AND 2012

Capital Stock

Undistributed Other Retpined
Stock Dividends Additional Comprchensive Barnings

Issued (Note /) Paid-in Capital  Equity Reserve Income {Note 7) Total
Balances &t January 1, 2011 $3,720,358 $- $4,733,511 $4,138,375 3 $11,530,296 $24,122,540
Net income for the vear - - - - - 4,407,165 4,407,165
Other comprehensive loss - - - - {198,193) - (198,193}
Total comprehensive income (loss) — - - - {198,193) 4407,165 4,208,972
Cash dividends declared at $0.604933 per share (Note 7) - - - - - £800,000) (R00,000)
Stock dividends (Note 7) 740,538 950,847 - - - (1,691,385 -
Balances at December 31, 2012 $4,460,896 $650,847 $4,733,511 34,138,375 ($198,193)  §$13,446,076 $27,531,512
Balances at January 1, 2013 $4,460,896 $056,847 $4,733,511 $4,138,375 ($198,193)  $13.446,076 $27.531,512
Net income for the year - - - - - 4,636,836 4,636,836
Other comprehensive income - - - — 131,779 - 131,779
Total comprehensive income - - - - 131,779 4,636,836 4,768,615
Tssuance of undistributed stock dividends 956,847 (950,847) - - - - -
Cash dividends declared at $0.004796 per share {Note 7) - - - - - (1,119,937 (1,119,937)
Stock dividends during the year (Nate 7) 1,147,323 - - - - {1,147,323) -
Cash dividends declured at $0.00232 per sheve (Note 7) - - - - (056,000} (650,008)
Balances at December 31, 2013 36,559,066 $- $4.733,511 $4,138,375 ($66,414) 815,165,652 $30,530,190
Balances at January 1. 2014 $6,559,066 §- 34,733,511 $4,138.375 (366,414) 315,165,652 $30,530,190
Net Income for the year - - - - — 6,541,602 6,541,692
Qther comprehensive income - - - - 383,993 ~ 383,993
Total comprehensive income - — — - 383,993 6,541,692 6,925,685
Cagh dividends declared at § 0.004282 per share (Note 7) - - - - - (1,200,000) (1,200,000
Stock dividends during the year (Note 7) 644,803 680,265 - - - (1,334,068) -
Clash dividends declared at § 0.002141 per share (Note 7) = - - — - {600,000) {600,000}
Balances at December 31, 2014 $7£(E359 $639;2i65‘ $4,733,511 34,138,375 $317.579 $18,573,276 $35,655,875

beditod BT 7 e,
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31
2014 2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax $6,620,668 $4,896,655 $4,561,973
Adjustments for:
Depreciation and amortization (Note 11) 2,900,520 2,309,774 3,037,385
Interest expense (Notes 14 and 15) 551,334 403,450 182,980
Excess of the fair value of net assets acquired over the
aggregate consideration transferred {Note 4) (2,573,837 - -
Net unrealized foreign exchange losses (gains) (61,768) 22,879 149,221
Interest income (Note 5) (31,704) (118,370) {123,117
Change in fair value of financial asset at FVPL (Note 8) - (33,472) -
Mark-to-market loss on forward contracts - 102,090 9,480
Operating income before working capital changes 7,405,213 7,583,006 7,817,922
Decrease (increase) in'
Inventories 3,414,890 41,504 (2,232,592)
Trade and other receivables (6,642,564) - 1,004,963 (403,415)
Other current assets 107,565 (59,910) (82,560)
Increase (decrease) in:
Trade and other payables (201,197) {100,125} (718,351
Retirement benefit obligation (Note 20) (242,529) 262,301 215,925
Net cash generated from operations 3,841,378 8,731,739 4,596,929
Interest received 31,704 70,446 117,436
Income taxes paid (22,004) {197,685) (185,346)
Net cash flows from operating activities 3,851,078 8,604,500 4,529,019
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from (investment in) financial asset at FVPL 7,353,292 (8,021,567) -
Acquisitions of property, plant and equipment (Note 11) (1,860,794) (3,474,172) (3,366,817)
Net payment for the acquisition of REMEC entities (7,173,926) - -
Decrease (increase) in other noncurrent assets 39,231 - (163,006)
Net cash flows used in investing activities (1,642,197 (11,495,739) (3,529,823)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from availment of:
Short-term loan (Note 14) 3,360,000 400,000 1,500,000
Loeng-term debt (Note 15) 16,000,000 - 10,000,000
Transaction costs from availment of long-term debt (Note 15) - - (152,650)
Payments of:
Cash dividends (1,800,000) (1,769,937) (3,608,003)
Interest (Note 13) (415,198) (317,774) (100,504}
Long-term loan (3,495,131) (613,200)
Short-term loan (Note 4} {1,190,000) (200,000) (1,500,000}
Net cash settlement on forward contracts - (482,073) -
Net movement in amounts owed by and owed to related parties (3,169,115) (115,742) 42,637
Net cash flows from {used in) financing activitics 3,320,556 (3,098,726) 6,181,480
NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS 5,529.437 (5,989,965) 7,180,676
EFFECT OF EXCHANGE RATE CHANGES ON CASH )
AND CASH EQUIVALENTS 49,138 (97.250) (47,963)
CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR 7,023,747 13,110,962 5,978,249
CASH AND CASH EQUIVALENTS AT
END OF YEAR (Note 5) $12,602,322 $7,023,747 $13,110,962

See accompanying Notes to Consolidated Financial Statements.
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED 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.

On March 1, 2011, the Parent Company acquired from Cirtek Holdings, Inc. (CHI) 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. Accordingly, all financial information
for the periods prior to the effectivity of the combination were restated as if the Parent Company,
CEC and CEIC (collectively referred to as “the Group™) had always been combined but depending
on whether these entities were under common control for the periods presented.

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 was listed with the Philippine Stock Exchange on November 18, 2011,

The Parent Company’s registered address is 116 East Main Avenue Phase V-SEZ, Laguna
Technopark, Biflan, Laguna, Philippines. .

Business Acquisition

On July 23, 2014, CEIC (the Buyer) entered into a Share Purchase Agreement (SPA) with Remec
Broadband Wireless Holdings, Inc (RBWHI; the Seller) and Remec Broadband Wireless
International, Inc. (the Philippine Branch) wherein RBWHI agreed to sell all of its issued and
outstanding ordinary share (5,000 ordinary shares at US$ 1.00 each at par value) to CEIC.,

The closing date of the transactions is effective July 30, 2014 (see Note 4).
Issuance of financial statements
The consolidated financial statements of the Group as at December 31, 2014 and 2013 and for

each of the three years in the period ended December 31, 2014 were approved and authorized for
issue by the Board of Directors (BOD) on April 10, 2015.

T
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2. Basis of Presentation, Statement of Compliance and Summary of Significant Accounting
Policies

Basis of Prepagation
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 (FYPL) which are
carried at fair value. The consolidated financial statements are presented in United States (US)
dollars {8), which is the Group’s functional and presentation currency. All amounts are rounded
off to the nearest US dollar except when otherwise indicated.

Statement of Commpliance
The consolidated financial statements of the Group have been prepared in accordance with

Philippine Financial Reporting Standards (PFRS). PFRS includes statements named PFRS and
Philippine Accounting Standards (PAS), including Philippine Interpretations from the
International Financial Reporting Interpretations Committee (IFRIC) interpretations issued by the
Philippine Financial Reporting Standards Council (FRSC).

Basis of Consolidation
The consolidated financial statements conprise the financial statements of the Parent Company
and its subsidiaries as at December 31, 2014 and 2013 (see Notes 1 and 4):

Country of Incorporation Percentage of Ownership
2014 2013

Direct Indirect  Direct Indirect
CEC Philippines 100 - 100 -
British Virgin Islands 100 -

CEIC (BVI) 100 -
RBWHI British Virgin Islands - 100 - -

RBWII - Philippine

Branch Philippines - 100 - -
RBWRP Philippines - 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:

e 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 investee, and

¢ The ability to use its power over the investee to ailect its returns

‘When the Group has less than a majority of the voting or similar rights of an investee, the Group
congiders all relevant facts and circumstances in assessing whether it has power over an investee,
including:

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

A
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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. Conseclidation 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 statements 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 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 {o transactions between members of the Group are eliminated in fufl 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:

Derecognises the assets {including goodwill) and liabilities of the subsidiary

Derecognises the carrying amount of any non-controlling interests

Derecognises the cumulative translation differences recorded in equity

Recognises the fair value of the consideration received

Recognises the fair value of any investment retained

Recognises any surplus or deficit in profit or loss

Reclassifies the parent’s share of components previously recognised 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

¢ & © ©® ® o o

Common control business combinations

Where there are group reorganizations and business combinations 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 (business
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 for as an equity transaction, i.e., as eithera
contribution or distribution of equity., Further, when a subsidiaryis 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 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 conselidated financial statements, regardless of the actual date of the combination.

Subsidiaries are entities over which the Company has the power to govern the financial and
operating policies generally accompanying a sharcholding of more than one half of the voting
rights. The existence and effect of potential voting rights that are currently exercisable or
convertible are considered when assessing whether the Company controls another entity.
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Changes in Accounting Policies and Disclosures

The Group applied for the first time certain standards and amendments, which are effective.for
antmal periods beginning on or after January 1, 2014.

The nature and impact of each new standard and amendment is described below:

New and Amended Standards and Interpretations and Improved PERS Adopted in Calendar Year
2014

The accounting policies adopted are consistent with those of the previous financial year, except for
the adoption of the following new and amended standards and Philippine Interpretations from
TFRIC and improved PFRS which the Group has adopted starting January 1, 2014. Unless
otherwise indicated, the adoption did not have any significant impact on the consolidated financial
staternents of the Group.

¢ Investment Entities (Amendments to PFRS 10, Consolidated Financial Statements, PFRS 12,
Disclosure of Interests in Other Entities, and PAS 27, Separate Financial Statements)
These amendments provide an exception to the consolidation requirement for entities that
meet the definition of an investment entity under PFRS 10. The exception to consolidation
requires investment entities to account for subsidiaries at fair value through profit or loss. The
amendments mmst be applied retrospectively, subject to certain transition relief.

o PAS 32, Financial Instruments: Presentation - Offsetting Financial Assets and Financial
Liabilities (Amendments)
These amendments clarify the meaning of ‘currently has a legally enforceable right to set-off’
and the criteria for non-simultaneous settlement mechanisms of clearing houses to qualify for

offsetting and are applied retrospectively.

s PAS 39, Financial Instruments: Recognition and Measurement - Novation of Derivatives and
Continuation of Hedge Accounting { Amendments)
These amendments provide relief from discontinuing hedge accounting when novation of a
derivative designated as a hedging instrument meets certain criteria and retrospective
application is required.

e PAS 36, Impairment of Assets - Recoverable Amount Disclosures for Non-Financial Assets
(Amendments)
These amendments remove the unintended consequences of PFRS 13, Fair Value
Measurement, on the disclosures required under PAS 36. In addition, these amendments
require disclosure of the recoverable amounts for assets or cash-generating units (CGUs) for
which impairment loss has been recognized or reversed during the period.

¢ Philippine Interpretation IFRIC 21, Levies (IFRIC 21)
IFRIC 21 clarifies that an entity recognizes a liability for a levy when the activity that triggers
payment, as identified by the relevani legislation, occurs, For a levy that is triggered upon
reaching a minimum threshold, the interpretation clarifies that no liability should be
anticipated before the specified minimum threshold is reached. Retrospective application is
required for IFRIC 21.

¢ Amnual Improvements to PFRSs (2010-2012 cycle)
In the 2010 - 2012 annual improvements cycle, seven amendments to six standards were
issued, which included an amendment to PFRS 13, Fair Value Measurement. The amendment
to PFRS 13 is effective immediately and it clarifies that short-term receivables and payables

VARSI
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with no stated interest rates can be measured at invoice amounts when the effect of
discounting is immaterial.

Anmual Improvements to PFRSs (2011-2013 cycle)

In the 2011 - 2013 annual improvements cycle, four amendments to four standards were
issued, which included an amendment to PFRS 1, First-time Adoption of Philippine Financial
Reporting Standards-First-time Adoption of PFRS. The amendment to PFRS 1 is effective
immediately. It clarifies that an entity may choose to apply either a current standard or a new
standard that is not yet mandatory, but permits early application, provided either standard is
applied consistently throughout the periods presented in the entity’s first PFRS financial
statements.

New Accounting Standards, Interpretations and dmendments to Existing Standards Effective

Subsequent to December 31_2014

The Group will adopt the followirg standards and interpretations when these become effective.
Except as otherwise indicated, the Group does not expect the adoption of these new standards and
interpretations to have any significant impact on the consolidated financial statements.

PFRS 9, Financial Instruments - Classification and Measurement (2010 version)

PFRS 9 (2010 version) reflects the first phase on the replacement of PAS 39 and applies to the
classification and measurement of financial assets and liabilities as defined in PAS 39,
Financial Instruments: Recognition and Measurement. PFRS 9 requires all financial assets to
be measured at fair value at tnitial recognition. A debt financial asset may, if the fair value
option (FVQ) is not invoked, be subsequently measured at amortized cost if it is held within a
business model that has the objective to hold the assets to collect the contractual cash flows
and its contractual terms give rise, on specified dates, to cash flows that are solely payments of
principal and interest on the principal outstanding. All other debt instruments are
subsequently measured at fair value through profit or loss. All equity financial assets are
measured at fair value either through other comprehensive income (QCT) or profit or loss.
Equity financial assets held for trading must be measured at fair value through profit or loss.
For FVO liabilities, the amount of change in the fair value of a liability that is attributable to
changes in credit risk must be presented in OCIE. The remainder of the change in fair value is
presented in profit or loss, unless presentation of the fair value change in respect of the
liability’s credit risk in OCI would create or enlarge an accounting mismatch in profit or loss.
All other PAS 39 classification and measurement requirements for financial liabilities have
been carried forward into PFRS 9, including the embedded derivative separation rules and the
criteria for using the FVQ. The adoption of the first phase of PFRS 9 will have an effect on
the classification and measurement of the Group’s financial assets, but will potentially have no
impact on the classification and measurement of financial liabilities.

PEFRS 9 (2010 version) is effective for annual periods beginning on or after January 1, 2015,
This mandatory adoption date wag moved to January 1, 2018 wheu the final version of PFRS
9 was adopted by the FRSC. Such adoption, however, is still for approval by the Board of
Accountancy (BOA).

Philippine Interpretation IFRIC 15, Agreements for the Construction of Real Estate

This interpretation covers accounting for revenue and associated expenses by entities that
undertake the construction of real estate directly or through subconfractors. The SEC and the
FRSC have deferred the effectivity of this interpretation until the final Revenue standard is
issued by the IASB and an evaluation of the requirements of the final Revenue standard
against the practices of the Philippine real estate industry is completed. Adoption of the
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interpretation when it becomes effective will not have any impact on the consclidated
financial statements of the Group.,

Effective January 1, 2015

PAS 19, Employee Benefits - Defined Benefit Plans: Employee Contributions (Amendments)
PAS 19 requires an entity to consider contributions from employees or third parties when
accounting for defined benefit plans. Where the contributions are linked to service, they
should be attributed to periods of service as a negative benefit. These amendments clarify that,
if the amount of the contributions is independent of the number of years of service, an entity is
permitted to recognize such contributions as a reduction in the service cost in the period in
which the service is rendered, instead of allocating the contributions to the periods of service.
This amendment is effective for annual periods beginning on or after January 1, 2015, It is
not expected that this amendment would be relevant to the Group, since none of the entities
within the Group has defined benefit plans with contributions from employees or third parties.

Anrual Improvernents to PFRSs (2010-2012 cycle)

The Annual Improvements to PFRSs (2010-2012 cycle) are effective for annual periods
beginning on or after January 1, 2015 and are not expected to have a material impact on the
Group. They include:

s PFRS 2, Share-based Payment - Definition of Vesting Condition
This improvement is applied prospectively and clarifies various issues relating to the
definitions of performance and service conditions which are vesting conditions, including:
o A petformance condition must contain a service condition
o A performance target must be met while the counterparty is rendering service
o A performance target may relate to the operations or activities of an entity, or to those

of another entity in the same group

o A performance condition may be a market or non-market condition

o If the counterparty, regardless of the reason, ceases to provide service during the
vesting period, the service condition is not satisfied. '

o PFRS 3, Business Combinations - Accounting for Contingent Consideration in a Business
Combination

The amendmerit is applied prospectively for business combinations for which the
acquisition date is on or after July 1, 2014, It clarifies that a contingent consideration that
is not classified as equity is subsequently measured at fair value through profit or loss
whether or not it falls within the scope of PAS 39, Financial Instruments: Recognition
and Measurement (or PFRS 9, Financial Instruments, if early adopted). The Group shall
consider this amendment for future business combinations.

s PFRS 8, Operating Segments - Aggregation of Operating Segments and Reconciliation of
the Total of the Reporiable Segments’ Assets to the Entity's Assets

The amendments are applied retrospectively and clarify that:

o An entity must disclose the judgments made by management in applying the
aggregation criteria in the standard, including a brief description of operating
segments that have been aggregated and the economic characteristics (e.g., sales and
gross marging) used to assess whether the segments are ‘similar’.

o The reconciliation of segment assets to total assets is only required to be disclosed if
the reconciliation is reported to the chief aperating decision maker, similar to the
required disclosure for segment liabilities.
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o DPAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets - Revaluation
Method - Proportionate Restatement of Accumulated Depreciation and Amortization
The amendment is applied retrospectively and clarifies in PAS 16 and PAS 38 that the
asset may be revalued by reference to the observable data on either the gross or the net
carrying amount. In addition, the accumulated depreciation or amortization is the
difference between the gross and carrying amounts of the asset.

» PAS 24, Related Party Disclosures - Key Management Personnel
The amendment is applied retrospectively and clarifies that a management entity, which is
an entity that provides key management personnel services, is a related party subject to the
related party disclosures. In addition, ant entity that uses a management entity is required
to disclose the expenses incurred for management services.

Annual Improvements to PFRSs (2011-2013 cycle)

The Annual Improvements to PFRSs (2011-2013 cycle) are effective for annual periods
beginning on or after January 1, 2015 and are not expected to have a material impact on the
Group. They include:

»  PFRS 3, Business Combinations - Scope Exceptions for Joint Arrangements
The amendment is applied prospectively and clarifies the following regarding the scope
exceptions within PFRS 3:
o Joint arrangements, not just joint ventures, are outside the scope of PFRS 3.
o This scope exception applies only to the accounting in the firancial statements of the
joint arrangement itself.

s PERS 13, Fair Value Measurement - Portfolio Exception
The amendment is applied prospectively and clarifies that the portfolio exception in PFRS
13 can be applied not only to financial assets and financial liabilities, but also to other
contracts within the scope of PAS 39,

s PAS 40, nvestment Property
The amendment is applied prospectively and clarifies that PFRS 3, and not the description
of ancillary services in PAS 40, is used to determine if the transaction is the purchase of
an asset or business combination. The description of ancillary services in PAS 40 only
differentiates between investment property and owner-occupied property (i.e., property,
plant and equipment).

Effective January 1, 2016

PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets - Clavification of
Acceptable Methods of Depreciation and Amortization (Amendments)

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 econoric benefits that are consumed through use of the asset. As aresult, 2
reveme-based method cannot be used to depreciate property, plant and equipnient and may
only be used in very limited circumstances to amortize intangible assets, The amendments are
effective prospectively for annual periods beginning on or after January 1, 2016, with early
adoption permitted. These amendments are not expected to have any impact to the Group
given that the Group has not used a revenue-based method to depreciate its non-~current assets.
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PAS 16, Property, Plant and Equipment, and PAS 41, Agriculture - Bearer Planis
{Amendments)
The amendments change the accounting requirements for biological assets that meet the
definition of bearer plants, Under the amendments, biclogical 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 accurmulated cost
{(before maturity) and using either 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 Disclosure of Government Assistance,
will apply. The amendments are retrospectively effective for annual periods beginning on or
after January 1, 2016, with early adoption permitted. These amendiments are not expected to
have any impact to the Group as the Group does not have any bearer plants.

PAS 27, Separate Financial Statements - Equity Method in Separate Financial Statements
(Amendments)
The amendments will 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. For first-titne adopters of PFRS
electing to use the equity method in its separate financial statements, they will be required to
apply this method from the date of transition to PFRS. The amendments are effective for
annual periods beginning on or after January 1, 2016, with carly adoption permitted. These
amendments will not have any impact on the Group’s consolidated financial statements,

PFRS 10, Consolidated Financial Statements and PAS 28, Investments in Associates and Joint
Ventures - Sale or Contribution of Assets between an Investor and its Associate or Joint
Venture

These amendments address an acknowledged inconsistency between the requirements in

PFRS 10 and those in PAS 28 (2011) in dealing with the sale or contribution of assets between

an investor and its associate or joint venture. The amendments require that a full gain or loss

is recognized when a transaction involves a business (whether it is housed in a subsidiary or
not). A partial gain or loss is recognized when a fransaction involves assets that do not
constitute a business, even if these assets are housed in a subsidiary. These amendments are

effective from annual periods beginning on or after January 1, 2016.

PFRS 11, Joint Arrangements - Accounting for Acquisitions of Interests in Joint Operations
{Amendments)
The amendments to PFRS 11 require that a joint operator accounting for the acquisition of an
interest in a joint operation, in which the activity of the joint operation constitutes a business
must 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 11 to specify that the
amendments do not apply when 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 and are prospectively
effective for annual periods beginning on or after January 1, 2016, with early adoption
permitted. These amendments are not expected to have any impact to the Group.
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PERS 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
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 statement of financial
position and present movements in these account balances as separate line items in the
statement of profit or loss 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 financial statements. PFRS 14 is effective for anmal periods beginning
on or atter January 1, 2016. Since the Group is an existing PFRS preparer, this standard
would not apply.

Annual Improvements to PFRSs (2012-2014 cycle)

The Annual Improvements to PFRSs (2012-2014 cycle) are effective for annual periods
beginning on or after January 1, 2016 and are not expected to have a material impact on the
Group. They include:

o 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 shoyld not be
considered to be a new plan of disposal, rather it is a continnation of the original plan.
There is, thetefore, 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.

s PFRS 7, Financial Instruments.: Disclosures - Servicing Contracts
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 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 period beginning before the annual period in which the
entity first applies the amendments.

s PFRS 7 - dpplicability 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.

e PAS 19, Employee Benefits - regional market issue regarding discoynt rate
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.
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e 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),

Effective January 1, 2018

PFRS 9, Financial Instruments - Hedge Accounting and amendments to PFRS 9, PFRS 7 and
PAS 39 (2013 version)
PFRS 9 (2013 version) already includes the third phase of the project to replace PAS 39 which
pertains to hedge accounting. This version of PFRS 9 replaces the rules-based hedge
accounting model of PAS 39 with a more principles-based approach. Changes include
replacing the rules-based hedge effectiveness test with an objectives-based test that focuses on
the economic relationship between the hedged item and the hedging instrument, and the effect
of credit risk on that economic relationship; allowing risk components to be designated as the
hedged item, not only for financial items but also for non-financial items, provided that the
risk component is separately identifiable and reliably measurable; and allowing the time value
of an option, the forward element of a forward contract and any foreign currency basis spread
to be excluded from the designation of a derivative instrument as the hedging instrument and
accounted for as costs of hedging, PFRS 9 also requires more extensive disclosures for hedge
accounting.

PFRS 9 (2013 version) has no mandatory effective date. The mandatory effective date of
January 1, 2018 was eventually set when the final version of PFRS 9 was adopted by the
FRSC. The adoption of the final version of PFRS 9, however, is still for approval by BOA.

The adoption of PFRS 9 is not expected to have any significant itmpact on the Group’s
consolidated financial statements,

PFRS 9, Financial Instruments (2014 or final version)

In July 2014, the final version of PFRS 9, Financial Instruments, was issued. PFRS 9 reflects
all phases of the financial instruments project and replaces PAS 39, Financial Instruments:
Recognition and Measurement, and all previous versions of PERS 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 comparative information is
not compuisory. Early application of previous versions of PFRS 9 is permitted if the date of
initial application is before February 1, 2015.

The adoption of PFRS 9 is not expected to have any significant 1mpact on the Group’s
consolidated financial statements.

The following new standard issued by the IASB has not yet been adopted by the FRSC

IFRS 15, Revenue from Contracts with Customers

IFRS 15 was issued in May 2014 and establishes a new five-step model that will apply to
revenue atising from contracts with customers. Under IFRS 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 IFRS 15 provide a more
structured approach to measuring and recognizing revenue, The new revenue standard is
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applicable to all entities and will supersede ali cutrent revenue recognition requirements under
IFRS. Either a full or modified retrospective application is required for annual periods
beginning on or after January 1, 2017 with early adoption permitted. The Group is currently
assessing the impact of IFRS 15 and plans to adopt the new standard on the required effective
date once adopted locally.

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:

s 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 lability is measured 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 nonfinancial asset takes into account a market patticipant'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 uge 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 me_asured 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 labilities
» Level 2 - Valuation techniques for which the lowest level input that is significant to the fair
valie 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

For assets and liabilities that are recognized in the 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 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 lability 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, held-to-maturity (HTM) investments, and available-for-sale (AFS) financial
assets, as appropriate. The Group determines the classification of its financial assets at initial
recognition.

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.

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 beld 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. 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 balance sheets at fair value with gains or losses recognized in the 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 coniracts 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 statements 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.

As at December 31, 2014 and 2013, the Group carries a financial asset at FVPL.,

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 method. Gains and losses are recognized in the statements of comprehensive
income when the loans and receivables are derecognized or impaired, as well as through the
amortization process.

As of December 31, 2014 and 2013, the Group has designated as loans and receivables its cash
and cash equivalents, trade and other receivables, amounts owed by related parties, and refundable
deposits (reported as part of ‘Other noncurrent assets’ in the consolidated balance sheet).
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HTM investments

Non-derivative financial assets with fixed or determinable payments and fixed maturities are
clagsified 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 effective
interest rate method. This method uses an effective interest rate that exactly discounts estimated
future cash receipts through the expected life of the financial asset to the net carrying amount of
the financial asset. Gains and losses are recognized in the statements of comprehensive income
when the investments are derecognized or impaired, as well as through the amortization process.

As of December 31, 2014, the Group has HTM investments but none in 2013,

AFS financial assets

AFS financial assets are non-derivative financial assets that are designated as AFS or are not
clagsified in any of the three preceding categories. 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 the statements of comprehensive income, or determined to be impaired, at which
time the cunulative loss recorded in equity is recognized in the statements of comprehensive
income,

As of December 31, 2014 and 2013, the Group has no AFS financial assets,

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 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.

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

The Group's financial liabilities include trade and other payables, short-term loan, long-term debt,
amount owed to related parties and derivative liability.

Financial liabilities are classified in this category if these are not held for trading or not designated
as at FVPL upon the inception of the liability. These include liabilities arising from operations or
borrowings.

Subsequent measurement

The measurement of financial liabilities depends on their classification as follows:

Financial liabilities at FVPL
Tinancial liabilities as at FVPL include 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.

Gains and losses on liabilities held for trading are recognized in the statements of comprehensive
income.
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As at December 31, 2014 and 2013, the Group’s derivative liability is classified as a financial
liability at FVPL. The Group does not have a financial liability held for trading and has not
designated any financial labilities as at FVPL.

Other financial liabilities

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

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the balance
sheets 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 settle the liabilities
simultaneously. This is not generally the case with master netting agreements, and the related
assets and liabilities are presented gross in the balance sheet.

Fuair value of financial instruments

The fair value of financial instruments that are actively traded in organized financial markets is
determined by reference to quoted market bid prices at the close of business on the balance sheet
date. For financial instruments where there is no active market, fair value is determined using
valuation techniques, Such techniques may include using recent arm’s-length market transactions;
reference to the current fair value of another instrument that is substantially the same; discounted
cash flow analysis or other valuation models.

‘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 the statements 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 statements of comprehensive income 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.

Amortized cost of financial instruments

Amortized cost is computed using the effective interest rate method less any allowance for
impairment and principal repayment or reduction. The calculation takes into account any
premium ot discount on acquisition and inclides transaction costs and fees that are an integral part
of the effective interest rate.

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 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.
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If the Group does not have an unconditional right to avoid delivering cash or another financial
asset to settle its contractual obligation, the obligation 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 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 has an impact on the estimated future cash flows of the financial
asset or the group of financial assets that can be reliably estimated. Evidence of impairment may
inchude 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 is
a measurable decrease in the estimated future cash flows, such as changes in arrears or economic
conditions that correlate with defaults,

Financial assets carvied at amortized cost

The Group first assesses whether objective evidence of impairment exists individualty for
financial assets that are individually significant, and individually 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 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 fature credit
losses that have not been incurred) discounted at the financial asset’s original effective interest
rate (i.e., the effective interest rate 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 Joss shail be recognized in the consolidated statement of comprehensive income. If, ina
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
statement of comprehensive income, to the extent that the carrying value of the asset does not
exceed its amortized cost at the reversal date.

Financial assets carvied 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.
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AFS financial assets

For AFS financial agsets, the Group assesses at each balance sheet date whether there is dbjective
evidence that an investment or a group of investments is impaired. In the case of equity
investments classified as AFS, objective evidence would include a significant or prolonged decline
in the fair value of the investmerit below its cost. Where there is evidence of impairment, the
cumulative loss is removed from equity and recognized in the statements of comprehensive
income. Impairment losses on equity investments are not reversed through the statements of
comprehensive income; increases in their fair value after impairment are recognized dJrect}y in

equity.

In the case of debt instruments classified as AFS, impairment is assessed based on the same
criteria as financial assets carrted at amortized cost, Future interest income is based on the
reduced carrying amount and is accrued based on the rate of interest used to discount future cash
flows for the purpose of measuring impairment loss. Such accrual is recorded as part of ‘interest
income’ in the statements of comprehensive income. If, in subsequent year, the fair value of a
debt instrument increases and the increase can be objectively related to an event occurring after
the impairment loss was recognized in the consolidated statements of comprehensive income, the
impairment loss is reversed through the statements of comprehensive income.

Derecognition of Financial Instruments

Financial assets

A financial asset (or, where applicable a part of a financial asset or part of a 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

s either (a) the Group has transferred substantially all the tisks and rewards of the asset, or (b)
the Group has neither transferred nor retained substantially 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 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.

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 invoivement 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 mnvolvement is limited to
the lower of the fair value of the transferred asset and the option exercise price.
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Financial liabilities
A financial liability is derecognized when the obligation 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 lability and the recognition of a new
liability, and the difference in the respective catrying amounts is recognized in the statements of
consolidated comprehensive income.

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

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

Finished goods and work-in- - cost includes raw materials, direct labor and a portion
process of manufacturing overhead costs. 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.

NRYV of finished goods, work-in-process and raw materials 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 supplies and spare parts is the current replacement costs.

Property. Plant and Equipment
Property, plant and equipment is stated at cost, excluding the 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 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.

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 6-12
Buildings and improvements 5-25
Facility and production tools 35
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 financial year-end.

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.
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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 cormpleted 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
amortization 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 Agset 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.

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 respective 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.

Intangible Assets
Intangible assets acquired separately are measured on initial recognition at cost. Following 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 against income in the year 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 the useful economic 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 an intangibie asset with a finite useful life are
reviewed at each financial year-end. 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 intangible assets with finite lives is recognized in the consolidated
statement of comprehensive income.

Intangible assets with indefinite useful lives are tested for impairment annually either individually
or at the cash-generating unit level, Such intangibles are not amortized. The useful life of an
intangible asset with an indefinite life is reviewed annually to determine whether the assessment
can be supported. If not, the change in the useful life assessment from indefinite to finite is made
on a prospective basis.
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Research and Development Costg
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 intangible 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

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. Amortization is recorded in cost of sales. During the period
of development, the asset is tested for impairment annually.

Impajrment 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 and other
current assets, property and equipment and other noncurrent 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 cash-generating unit’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 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 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 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
impatrment 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 nonfinancial asset in prior years. Such reversal is recognized in the consolidated statements of
comprehensive income.

Capital Stock

Capital stock is measured at par value for all shares issued. Subscriptions receivable are
accounted for as a deduction from equity. '
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Retained Earnings
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.

Cash dividends

Cash dividends on capital stock are recognized as a liability and deducted from equity when they
are approved by the BOD. Dividends for the year that are approved after the financial reporting
date are dealt with as an event after the financial reporting date.

Stock dividends

Stock dividends are recognized as a Hability and deducted from equity when they are approved by
the shareholders representing not less than two-thirds (2/3) of the outstanding capital stock of the
Parent Company. A stock dividend of at least 20% of the outstanding capital stock is considered
as large stock dividend and is measured at par value. A stock dividend of less than 20% is
considered small stock dividend and is measured af fair value.

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 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 zall 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.

Interest income

Interest income is recognized as it accrues using the effective interest rate method. (i.e., the rate
that exactly discounts estimated future cash receipts through the expected life of the financial
instrument to the net carrying amount of the financial asset).

Operating expenses
Operating expenses are decreases in economic benefits during the accounting period 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. Operating expenses are recognized when
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 fulfiliment 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;
b. A renewal option is exercised and extension granted, unless the term of the renewal or
extension was initially included in the lease term;
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c. Thereis a change in the determination 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 lessor retains substantially all the risks 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 Benefit Costs
The Group is covered by a noncontributory 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 defined benefit plans is actuarially determined using the
proiected unit credit method.

Defined benefit costs comprise the following:

e Service cost

¢ 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 profit or loss. Past service costs are recognized
when plan amendment or curtailment ocours.

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-line 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.
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Foretgn Currency Transactions
The consolidated financial statements are presented in US dollars, which is the functional and

presentation currency of all companies in the Group. Transactions in foreign currencies are
initially recorded at the functional currency spot rate ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional
currency rate of exchange ruling at the balance sheet date.

All differences are taken to the consolidated statement of comprehensive income. Nonmonetary
itemns that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates as at the dates of the initial transactions.

Taxes

Current income tax

Current income 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 income tax
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 temporary differences, except:

» where the deferred income tax Hability 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

» inrespect 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, carry-forward
of unused tax credits from excess minimum corporate income tax (MCIT)} and unused net
operating loss carryover (NOLCQ) to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, and the carryforward of unused tax
credits from MCIT and unused NOLCO can be utilized, except:

o where the deferred income tax asset relating to the deductible temporary difference arises
from the initial recognition of an asset or lability 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 deductible temporary differences 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 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 at 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 income 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.
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Income tax relating to items recognized directly in equity is recognized in the staterment of
changes in equity and not in the consolidated statement of comprehensive income.

Earnings Per Share (EPS)

Basic EPS is calculated by dividing the net income for the year 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 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 23),

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
statements 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 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.

Contingenhcies
Contingent liabilities are not recognized but are disclosed in the notes to consolidated financial

staternents 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 Reporting Date

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

Significant Accounting Judgments and Estimates

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.
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Judgments
In the process of applying the Group’s accounting pelicies, management has made the following

judgments, apart from those involving estimations, which has the most significant effect on the
amounts recognized in the consolidated financial statements:

Determining functional currency

Based on the economic substance of the underlying circumstances relevant to the companies in the
Group, the functional currency of all companies in the Group has been determined to be the US
dollar, The US dollar is the currency of the primary economtic environment in which the
companies in the Group operate and it is the currency that mainly influences the operating
activities of all companies in the Group.

Deferved tax liability on a subsidiary’s undistributed profits

CEIC has an undistributed profit as of December 31, 2014 and 2013 that becomes taxable when
distributed to the Parent Company. PAS 12, Income Taxes, requires the recognition of deferred
tax liability on taxable temporary difference assoctated 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 from CEIC in the foreseeable future. Accordingly, no deferred tax liability has been
recognized on the undistributed profits of CEIC.

Operating lease commitments - Group as lessee
The Group has entered into leases of its office and commercial spaces. The Group has determined
that it does not acquire all the significant risks and rewards of ownership of these properties which

are leased as operating leases (see Note 9).

Estimation Uncertainty
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.

Estimating useful lives of property, plant and equipment

The Group estimates the usefiil 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 equipment 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,

Depreciation charged in the consolidated statement of comprehensive income amounted to
$2,900,520, $2,309,774, and $3,037,385 in 2014, 2013 and 2012, respectively. As of

December 31, 2014 and 2013, the Group’s property, plant and equipment have a net book value of
$17,015,168 and $15,783,581, respectively (see Note 11).
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Assessing 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;

*  Significant changes in the manner of use of the acquired assets or the strategy for overall
business; and

¢ 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 io sell and value in use,
For purposes of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows.

Assets that are subject to impairment testing when impairment indicators are present (such as
obsolescence, physical damage, significant changes to the manner in which the asset is used,
worse than expected economic performance, a drop in revenues or other external indicators) are as
follows:

2014 2013
Advances to suppliers, prepaid expense and others
under other current assets (see Note 9) $462,683 $598,944
Property, plant and equipment (sce Note 11) 17,015,168 15,783,581
Product development cost, advances to suppliers
included under other noncurrent assets
(see Note 12) 789,426 513,405

No impairment loss was recognized as of December 31, 2014, 2013 and 2012.

Estimating allowance for inventory obsolescence

The Group recognizes allowance for inventory obsolescence when the 1nventory 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.

The estimated allowance for inventory obsolescence is $641,583 and $96,885 for 2014 and 2013,
respectively, The carrying amounts of inventories, net of allowance for inventory obsolescence,
amounted to $10,768,681 and $7,534,619 as of December 31, 2014 and 2013, respectively

(see Note 7).

Estimating impairment of loans and receivables

The Group maintains allowance for impairnent at a level considered adequate to provide for
potential uncollectible receivables. The level of this impairment allowance is evaluated by the
management on the basis of factors that affect the collectibility of the accounts. These factors
include, 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 fo 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
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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 irto consideration the age of
the receivables, past collection experience and other factors that may affect collectability.

In 2014 and 2013, the Group has not provided any impairment allowance since receivables were
assessed to be fully collectible. The carrying amount of trade and other receivables, loans to
employees and amounts owed by related parties amounted to $20,804,123 and $6,417,353 as of
December 31, 2014 and 2013, respectively (see Notes 6 and 16).

Estimating retlirement benefit cost

The determination of the obligation for retirement benefits is dependent on the selection by
management of certain assumptions used by actuaries in calculating such amounts. Those
assumptions are described in Note 19 and include among others, discount rate and salary increase
rate. Actual results that differ from the Group’s assumptions are accunmlated 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
appropriate, significant differences in actual experience or significant changes in assumptions may
materially affect the Group’s retirement obligation.

The Group’s retirement benefit cost amounted to $242,529, $262,301 and $215,925 in 2014, 2013
and 2012, respectively. As of December 31, 2014 and 2013, the Group’s retirement benefit
obligation amounted to $1,645,354 and $1,881,835, respectively (see Note 20).

Estimating useful life of software costs and capitalized product development cost

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.

As of December 31, 2014 and 2013, the software costs have been fully amortized (see Note 2).
The carrying of capitalized development cost amounted $560,932 and $469,965 as of
December 31, 2014 and 2013,

Recoverability of deferved income tax assets

The Group reviews the carrying amounts of deferred income tax assets at each 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 unrecognized net deferred income tax assets amounting to $389,743 and $439,219 as of
December 31, 2014 and 2013, respectively (see Note 22).

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 predetermined percentage rate. Assumptions made by the Group such
as percentage used is based on their cumulative and industry experience on approximate inventory
returns made by the customers.
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The provision for warranty amounted to $0.5 million as of December 31, 2014,

Legal contingencies

The estimate of probable costs for the resolution of possible claims has 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 consuMation with these counsels, believes that the likely outcome of these legal
proceedings will not have a 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 2014 and
2013 {see Note 28).

Business Combinatien

As discussed in Note 1, the Company acquired the ordinary shares of RBWHI on July 23, 2014,
The authorized capital stock of RBWHI consists of 50,000 shares with a par value of US$1.00 per
share, of which 5,000 shares of such Common Shares are issued and outstanding. The CEIC
bought all of the 5,000 ordinary shares issued representing 100% ownership in the acquired entity.
The amount of consideration transferred for the acquisition was $7,465,105.

The provisional fair values of the identifiable assets and liabilities acquired as at the date of the

acquisition are:

July 30,
Balance Sheet 2014
Assets
Current Assets
Cash and cash equivalent $291,179
Trade and other receivables 4,883,504
Inventories - net 6,648,952
Prepayments and other current assets 177,390
Noncurrent assets held for sale 13,695,428
Noncurrent Assets
Held-to-maturity investment 1,188,130
Other noncurrent assets 311,951
Retirement benefit asset 2,036
Total Assets $27,198,570
Liabilities
Current Liabilities
Trade and oiher payables $5,251,815
Current portion of interest - bearing loans 4,512,142
Income tax payable 110,930
Deferred revenues 404,741
Nowncurrent Liabilities
Interest-bearing loans - net of current portion 6,500,000
Provision for warranty 380,000
Total Liabilities 117,159,628
Fair value of"identifiable Net asset $10,038 942
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As provided for under PFRS 3, the Group has applied provisional accounting for the purchase
price allocation, subject to finalization during the measurement period not exceeding one year

from the acquisition date.

For the period
August 01, 2014
to December 31,

Results of Operation 2014
Net sales $11,729,914
Cost of sales (9,824,009}
Gross income 1,905,905
Operating expenses (690,228)
Financial income - net 133,749
Income before income tax 1,349,426
Provision for income tax 53,829
Net income 1,295,597
Fair value of asset acquired $10,038,942
Cash consideration transferred 7,465,105
Excess of the fair value of net assets acquired over the aggregate

consideration transferred $2,573,837

The negative goodwill represents the contemplated discount granted by the seller as part of the

terms of the SPA.

Cash and Cash Equivalents

2014 2013

Cash on hand and in banks $12,598,873 $7,020,304
Short-term deposits 3,449 3,443
312,602,322 $7,023,747

Cash in banks earns interest at prevailing bank deposit rates. Short-term deposits 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 at the respective short-term deposit rates.

Interest income earned from cash in banks and short-term deposits amounted to $23,524, §118,370

and $123,117 in 2014, 2013 and 2012, respectively.

Trade and Other Receivables

2014 2013

Trade $10,365,745 $4,054,523
Others (see Notes 9 and 10) 5,221,189 6,343
515,586,934 $4,060,866

Trade receivables are non-interest bearing and are generally on 30-60 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. Inventfories

2014 2013

At Cost:
Raw materials $4,820,159 $2,241,400
Finished goods 889,141 1,182,590
Work in process 4,082,702 3,115,904
Spare parts 510,748 670,508
10,302,750 7,210,402

At NRV:
Supplies and others 465,931 324217
Total inventories at lower of cost and NRV $10,768,681 $7,534,619

Certain inventories have been provided with allowance to reflect valuation for non-movement and
obsolescence.

The cost of supplies and other inventories amounted to $419,974 and $421,102, respectively.

The movements in the allowance for inventory obsolescence are as follows:

2014 2013
Balances at beginning of year $96,885 $96,885
Addition (see Note 17) 544,698 -
Balances at end of year $641,583 $96,885

The cost of inventories recognized as cost of sales amounted to $28,352,936, $22,954,231 and
$20,668,115 in 2014, 2013 and 2012, respectively (see Note 17).

8. Financial Asset at Fair Value through Profit or Loss

This account primarily consists of investment in Unit Investment Trust Fund, which is designated
as at FVPL on initial recognition, acquired by the Company in 2013, The reconciliation of the
carrying amounts of financial assets at FVPL as of December 31, 2014 and 2013 is as follows:

2014 2013
Balances at beginning of year 58,055,039 $-
Initial investment - 8,021,567
Disposal during the year (7,538,277) -
Fair value pains (see Note 20) 184,985 33,472
Balance at end of year §701,747 38,055,039

All amounts have been determined directly by reference to published prices quoted in an active
market.
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9. Other Current Assets
2014 2013
Rental deposit {see Note 16) $1,133,929 $1,131,399
Advances to suppliers 235,742 235,709
Security deposit 180,387 -
Prepaid expenses 104,532 -
Loans to emplovees 94,111 134,072
Others 122,410 300,106
‘ $1,871,111 $1,801,286
Advances to suppliers pertain mainly to down payments for production materials that are still to be
delivered.
10. Held-to-Maturity Investments

As of December 31, 2014, the details of HTM investments as a result of business combination are
as follows:

Current portion $114,341
Noncurrent portion 1,073,789
$1,188,130

In compliance with the Corporation Code of the Philippines which requires foreign corporations
doing business in the Philippines to deposit with SEC, securities worth of at least $2,300

(P0.1 million) and additional securities with market values equivalent to a certain percentage of
the amount by which the Branch’s gross income exceeds $0.1 miltion (B5.0 million).

The Group’s HTM investments pertain to government bonds which were purchased by the
Philippine Branch of RBWII in compliance with above regulation. The maturity date of the bonds
ranges from 2015-2016 and bear an average effective interest rate of 3.19% to 4.42% per annum.
Interest income is presented as part of “Financial income (charges)” account in the statement of
comprehensive income.

The 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.
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11. Property, Plant and Equipment

December 31, 2014

Meachinery Buildings Facility and Furniture,

and and Production  Fixtures and Transportation
Land Equipment  Tmprovement Teols Equipment Equipment Total
Cost:
Beginning balances $- 336453977 $5,649,376 $5,489.442 $826,271 $86,204  $48,505,270
Additions - 25,765 1,227,487 542,676 64,856 - 1,860,794
Additions due to
business combination 3,698,601 1,905,546 8,330,384 - 168,899 18,161 14,121,591
Reclassication to
MNoncurrent-Held-
for-Sale (3,698,601) - (8,136,173) - - - (11,834,774)
Disposaly — — — (38,049) (1,049) = (39,098)
Ending balances = 38,385,288 7,071,084 5,994 069 1,058,977 104,365 52,613,783
Accumulated
Depreciation:
Beginning balances - 24,886,622 3,717,818 3,314,529 734,613 68,107 32,721,689
Depreciation - 1,701,006 437,086 666,903 84,829 10,696 2,900,520
Disposals - = - (23,014) (580) - (23,394)
Ending balances - 26,587,628 4,154,904 3,981,432 818,862 78,803 35,598,615
Net Book Values $— 811,797,660 $2,916,180 $2,035,651 $240,115 $25,562  $17.015,168
December 31, 2013
Machinery Buildings Tacility and Furniture,
and and Production  Fixturesand Transportation
Land Equipment  Improvement Tools Equipment Eguipment Total
Cost:
Beginning balances 3~ $33,987,777 $5,649,376 $4,538972 $768,769 $86,204  $45,031,098
Additions - 2,466,200 - 950,470 57,502 - 3,474,172
Disposals - - - - - - -
Ending balances — 36,453 877 5,649,376 5,485,442 826271 86,204 48,505,270
Accumulated
Depreciation: -
Beginning balances - 23,617,503 1,475,650 2,591,241 664,349 63,172 30,411915
Depreciation - 1,269,119 242,168 723288 70,264 4,935 2,309,774
Disposals — — — — — — -
Ending balances - 24,886,622 3,717,818 3,314,529 734,613 68,107 32,721,689
Net Book Values §—  $11,567,355 51,931,558  §2,174913 $91,658 $18,097  §15,783,581

There are no restrictions on title and no property, plant and equipment are pledged as security for
liabilities.

On December 9, 2014, the Parent Company’s BOD approved the plan to sell the land and building
of RBWII - Philippine Branch and RBWRP to interested buyers as a result of its efficiency
measures in the Group’s operations. The related property and equipment as of December 31, 2014
were measured at fair value and a provision for impairment loss on property and equipment
amounting to $426,163 was recognized. An independent valuation was obtained to determine the
fair values of property and equipment which were based on recent transactions for similar assets
within the same industry. The impairment loss has resulted to a reduction in “Excess of the fair
value of net assets acquired over the aggregate consideration transferred value” account in the
consolidated statement of income. Property and equipment with carrying value of $11,834,774,
net of aliowance for impairment loss of $426,163, was classified as assets held for sale in
consolidated statements of financial pesition. The Parent Company’s management expects that
sale will be completed within one year from the date of classification.

WP AR



-32.

12. Other Noncurrent Assets

2014 2013

Product development costs $560,932 $469.965
Miscellaneous deposits 167,551 168,776
Advances to suppliers 101,940 43,440
Note receivable 87,373 -
Others 44,708 5,567
$962,504 $687,748

Miscellansous 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, 2014 and 2013, CEC has software costs with gross carrying amount of

$39,278 that are fully amortized but are still in active use.

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,
Intangible Assets, for capitalization. As of December 31, 2014 and 2013, amortization of product
development cost was charged to the consolidated statements of comprehensive income for the
development costs incurred in 2013 and 2012, respectively, as these are substantially available for

use.

13. Trade and Other Payables

2014 2013
Trade $5,263,140 $3,487.478
Accruals:
Payroll 878,519 56,554
Utilities 381,567 416,540
Interest 206,336 70,200
Others 99,485 42,072
Advances from customers 1,835,464 153,544
Others 769761 157,266
$9,434,272 34,383,654

Trade payables are non-interest bearing and are generally 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.

Other payables pertain to statutory liabilities and are generally payable within 12 months from

‘balance sheet date.
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14, Short-term loan

15.

On September 5, 2014, CEC obtained additional loans of $3,300,00 from Security bank with a
2.10% interest per annum. As of December 31, 2014, the outstanding balance of short-term loan

amounted to $2,100,000.

In 2013, CEC obtained a 180-day loan from Chinatrust (Phils.} Commercial Bank Corporation
amounting to $200,000 with a 2.28% interest per annum, The amount was fully paid in 2014.

Long-term debt

2014 2013
S-year corporate note-secured $8,750,000 $9,750,000

Additions:
Additional availment during the year 10,000,000 -
Due to business combination 8,479,933 -
Less deferred financing costs 65,320 100,344
27,164,613 9,649,656
Less current portion - net of deferred financing costs 3,412,079 964,977
823,752,534 $8,684,679

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 (Facility and Paying Agent) and First Metro Investment
Corporation (Arranger). The Notes Facility Agreement 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 of 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 4 equal consecutive
quarterly installments in the amount equivalent to 17.5% of the loan outstanding on issue date
commencing on the 17th quarter from the issue date until the maturity date.

Prior to the maturity date, 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.

In accordance with the NFA, the following ratios based on consolidated financial statements of the
Group are required to be maintained:

o debt to equity ratio shall not at any time exceed 2:1
* debt service coverage ratio shall not exceed 1:5
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¢ 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.

The Group is in compliance with the debt covenants as of December 31, 2014 and 2013,

Total interest expense charged to the consolidated statements of comprehensive income amounted
t0 $551,334, $403,450 and $182,980 in 2014, 2013 and 2012, respectively.

Unamortized deferred financing cost reduced the carrying amount of long-term debt by $65,320
and $100,344 as of December 31, 2014 and 2013, respectively.

RBWII — Philippine Branch

Prior to acquisition, the Philippine Branch obtained a secured interest bearing loan from local
comumercial bank amounting to $13.0 million. The principal is payable in 28 quarterly payments
of $464,286 until 2018 and bears annual interest rate of 3.0% plus three month London inter-bank
offer rate (LIBOR). This bank loan was specifically borrowed for working capital purposes.
RBWRP agreed to be the third party mortgagor for the loan obtained by the Branch. The land and
building owned by RBWRP with a net book value of $9.7 million as at December 31, 2012 was
used as the collateral for the secured interest-bearing loan.

Interest expense charged to operations for the period August 1, 2014 to December 31, 2014
amounted to $154,856.

16.

Related Party Disclosures

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
significant transactions consist of the following:

a. Advances for operating requirements of Cirtek Holdings, Inc. (CHI), former parent of CEC
and CEIC

b. Rental of land and lease deposit with Cirtek Land Corporation (CLC), an affiliate, where the
manufacturing building 1 and administrative building is situated.

¢. Payments and /or reimbursements of expenses made or in behalf of the afflhates

d. Rental of land with Cayon Holdings, Inc. (Cayon}, an affiliate, where the building 2 of the
Group is situated.

A



-35-

The consolidated balance sheets and consolidated statements of income include the following

significant account balances resulting from the above transactions with related parties:

a. Amounts owedto related parties

Amount QOuistanding Balances
Nature of 2014 2013 2014 2013 Terms Conditions
Transactions
Other related parties
CLC Rental $10,630 {$18,586) $420,679 $410,04% Dueand Unsecured
demandable;
non-interest
bearing
Cayon Rental 12,097 10,427 49,468 37,371 Dueend Unsecared
demandable;
non-interest
bearing
$22,727 ($8,159) $47 0247 $447,420
b. Amounts owed by related parties
Volume Qutstanding Balances
Nature of 2014 2013 2014 2013 Terms Conditions
Transactions
Other related parties
CHI Advances for $— 5-  $1,809,256 $1,809,256 Dueand Unseeured; no
working capital demandable;  impairment
non-interest
bearing
Cayon Reimbursement - 6,363 206,284 206,284 Dueand Unsecured; no
of expenses demandable;  impairment
non-iaterest
beating
Cametton, Ine, Reimbursement - (353) 33,161 33,161 Dueand Unsecured; no
of expenses demandable;  impairment
non-interest
bearing
Jerry Liu Reimbursement 2,900,663 173,714 3,074,377 173,714 Dueand Unsecured; no
of expenses demandable;  impairment
non-interest
bearing
$2,900,663 $179.724  $5,123.078  $2,222415
¢. Rental deposit
Outstanding Balances
Amount (see Note 9)
2014 2013 2014 2013 Terms Conditions
Cther related party
Duc and
demandable; non- Unsceured; no
CLC $— $— $1,131,399 $1,131,399 interest bearing  impairment

The above related parties are under common ultimate ownership with the Group.

In 2011, the Group entered into the following assignments and set-off agreements with the related
parties as part of its corporate restructuring;
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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 the Parent Company.

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 CHIL

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:

o (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.

e 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
{see Note 26) as of March 17, 2011.

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 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 ligbility of $3.6 million and the balance outstanding from the Parent
Company’s purchase of CEC and CEIC amounting to $3.2 million (see Note 4), as revalued from

the effect of foreign exchange rate.

The amount owed by CHI as of December 31, 2014 and 2013 pertains to the remaining balance of
receivable as a result of the assignments and set-off agreements as discussed above.

Transactions with Camerion

Camerton is the majority shareholder of the Parent Company holding 60% interest. Amounts
owed by Camerton as of December 31, 2014 and 2013 pertain mainly to advances for
incorporation expenses of Camertor.

Transactions with CLC and Cayon

CLC is an entity under common ownership with the ultimate parent. CEC had a lease agreement
ot the land 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 235 years at the option of
CEC. The lease agreement provided for an annual rental of $151,682, subject to periodic
adjustments upon mutua] agreement of both parties.

On January 1, 2005, CEC terminated the lease agreement with CLC 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 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 $14,434, $16,314 and $41,162 in 2014, 2013 and 2012, 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 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
$13,114, $14,823 and $14,329 in 2014, 2013 and 2012, respectively.

Future minimurm rental payables under these operating leases are as follows:

2014 2013

Within one year $28,821 $28,821
After one year but not more than five years 144,103 144,103
More than five years - 28,821
$172,924 $201,745

The short-term compensation of key management personnel of the Group are as follows:

2014 2013 2012
Salaries and wages $953,896 $538,662 $499.977
Employee benefits 194,985 157,984 160,046

$1,148,881 $696,646 $660,023

17. Cost of Sales

2014 2013 2012

Raw materials, spare parts, supplies and
other inventories used (see Note 7) $28,352,936  $22,954,231  $20,668,115
Salaries, wages and employees’ benefits

(see Notes 16 and 20) 7,821,742 7,125,555 6,959,222
Utilities 3,556,257 3,409,564 3,120,341
Depreciation and amortization
(see Note 11) 2,838,858 2,260,022 2,985,708
e Inward freight and duties 738,501 708,910 819,971
L Change in finished goods and work in
process inventories (see Note 7) 430,359 (1,359,760  (1,084,142)
Others 512,682 378,443 321,762

844,251,335  $35,476,436  $33,790,977
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18. Operating expense

2014 2013 2012
Salaries, wages and employees’ benefits
{(sée Notes 16 and 20) $1,594,075 $1,036,979 $1,032,961
Utilities 290,845 286,836 287,189
Transportation and travel 284,608 259,143 248,340
Professional fees 132,542 206,825 239,732
Entertainment, amusement and recreation 168,981 248,958 182,575
Commissions 159,935 155,117 158,463
Depreciation (sce Note 11) 61,662 49,753 51,677
Taxes and licenses 47,792 43,783 33,490
Office supplies 27,815 17,372 24,428
Insurance premiums 31,191 2,711 3,440
Provision for inventory obsolescence
(see Note 7) - - 65,421
Others 529,010 125,223 50,615

$3,328,456 $2,432,700 $2,378,331

19. Salaries, Wages and Employees® Benefits

2014 2013 2012
Salaries and wages $7,771,711 $6,331,838 $6,211,521
Other employees’ benefits 1,401,577 1,568,395 1,564,737
Retirement costs (see Note 20) 242,529 262,301 215,925

$9,415,817 $8,162,534 $7,992,183

20. Retirement Benefit Obligation

The Group has a funded, noncontributory defined benefit retirement plan which covers all of its
regular employees. The benefits are based on years of service and compensation on the last year
of employment. '

Retirement costs recognized in the consolidated statements of comprehensive Income are as

follows:
2012
2014 2013 _ (As restated)
Current service cost _ $140,308 $147,287 $114,309
Interest cost 102,221 115,014 101,616

Expense recognized during plan vear $242,529 $262,301 $215,925
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The amounts recognized in the consolidated balance sheets as retirerent benefit obligation are as
follows:

2014 2013
Present value of the obligation $1,780,923 $1,951,134
Fair value of plan assets (135,136) (69,299)
Retirement benefit obligation $1,645,787 $1,881,835

Changes in the present value of the obligations are as follows:

2014 2013
Opening defined benefit obligation $1,951,134 $2,006,592
Current service cost 2,045,396 147,287
Interest cost 106,005 115,014
Tranglation difference (13,000) (155,146)
Actuarial gain on obligation (403,924) (162,613)
Benefits paid (1,905,088) -
Closing present value of defined obligation $1,780,923 $1,951,134

2014 2013
Opening fair value of plan assets $69,299 $-
Effect of business combination 1,878,867 -
Interest income included in net interest costs, 3,784 478
Contributions paid 62,704 96,292
Actual return on plan assets excluding interest 279 (24,262)
Translation difference 25,231 (3,209)
Benefits paid {1,905,088) -
Closing fair value of plan assets $135,136 $69,299

The principal actuarial assurnptions used to determine retirement obligations for the Group’s
retirement plan are as follows:

2014 2013 2012
Discount rate 4.64% 5.46% 6.90%
Salary increase rate 2.00% 4.00% 4.00%

The sensitivity analysis below has been determined based on reasonably possible changes of each

significant assumption on the pension obligations as of December 31, 2014, assummg all other
assumptions were held constant:

Increase/(Decrease) Effect on Present Value of

(In percentage point) Defined Benefit Obligation

Discount rate +1% ($198,263)
-1% 238,321
Future salary increase rate +1% $231,782

1% (196,346)
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The Company has contributed $62,764 and $96,292 to the plan assets in 2014 and in 2013, The
average duration of the defined benefit obligation at the end of the reporting date is 16 years.
Shown below is the maturity analysis of the undiscounted benefit payments as of December 31,

2014:

1 year or less $55,447
More than 1 year to 5 years 545,277
More than 5 years 7,575,156
21. Other Income (Charges)
2014 2013 2012
Excess of the fair value of net assets
acquited over the aggregate
consideration transferred (sec Note4)  $2,573,837 5- 5—
Sale of scrap 259,819 111,660 244,045
Foreign exchange losses - net 151,402 (390,651) (4,940)
Mark-to-market loss - (584,163) {81,770
Others - net (57,050) (30,401) 2,673
$2,928,008 ($893,555) $160,008
22. Income Taxes

CEC ‘
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 Board of Investments (where originally registered) and became subject
to the 5% gross income tax incentive, as defined under Republic Act (R.A.) No. 7916, the law

creating the PEZA.

RBWII — Philippine Branch

The 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 [ — Special Economic Zone
(CIP I-SEZ) in accordance with the project study, representations, commitments and proposals set
forth in its application forming integral parts, subject to the terms and conditions provided in its
registration.

As a PEZA-registered activity, the Philippine Branch is entitled to tax incentives equivalent to 5%
of the gross incore earned on ifs registered activities after the income tax holiday (ITH) of four
years.
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Details of provision for (benefit from) income tax are as follows:

Years Ended December 31

2614 2013 2012
Current $202,011 $190,813 $215,287
Deferred {123,035) 69,006 {60.479)

$78,976 $259,819 $154,808

The provision for current income tax for the year ended December 31, 2014, 2013 and 2012
pertains to the special rate of 5% on taxable gross income of CEC, RBWII — Philippine Branch
and RBWRP.

Based on the National Internal Revenue Code Sec, 27, Minimum Corporate Income Tax (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 year. The Parent Company is subject to MCIT beginning 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
2014 2013 2012
Income tax at applicable statutory rate $304,717 $244,832 $221,341
Additions to (reduction in) income tax:
Nontaxable income - {128,692) - -
Change in unrecognized deferred
income tax asgets (60,008) 104,722 58,853
Taxable income subject to Incomes '
Tax Holiday (53,519 (71,835) (67,578)
Nondeductible entertainment and
representation expense 136 11,825 2,908
Non-deductible expenses 12,935 3,438 7,355
Translation difference and others 3,690 (14,659) (50,174)
Interest income subject to final tax (283) (18,504) (17,897)

$78,976 $259,819 $154,808

In2014, 2013 and 2012, the CEC has availed an income tax holiday of dertain product lines.
Total gross income for the registered activities of CEC amounted to $1,070,379, $1,481,216 and
$1,351,556 in 2014, 2013 and 2012, respectively.

Scrap sales amounted to $257,647, $139,701 and $244,045 in 2014, 2013 and 2012, respectively,
is also subjected to 5% tax as these pertain to scrap materials that undergone production process of
CEC,
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CEC has recognized deferred income tax on temporary differences arising from accroed
retirement obligations and the difference between the accounting and tax bases of property, plant
and equipment as follows:

2014 2013
Deferred tax assets
Accrued retirement $85,643 $86,075
Allowance for impairment loss 127,849 -
Deferved tax liability
Effect of foreign exchange differences between
tax base and financial reporting base (16,015) (5,633)
203,477 80,442
Deferred income tax asset (liability) related to
retirement benefit obligation recognized under
other comprehensive income (16,898) 3,312
$186,579 $83,754

On the other hand, the Parent Company has temporary difference pertaining to unrealized foreign
exchange loss, unrealized mark-to-market loss and NOLCO with an aggregate amount of
$1,264,037 and $1,464,063 in 2014 and 2013, respectively. The deferred income tax asset was not
recognized in the Parent Company’s balance sheet since the management expects that it will not
generate sufficient taxable income in the future that will be available to allow part of the deferred
income tax assets to be utilized. The components of the unrecognized deferred income tax assets
are as follows:

2014 2013

NOLCO ‘ $375,377 $239,426
Unrealized mark:-to-market loss - 18,376
Unrealized foreign exchange loss 3,834 181,417
$379,211 $439,219

As of December 31, 2014 and 2013, the Parent Company incurred NOLCQ that can be claimed as
deduction from future taxable income as follows:

Period of Availment

recognition Period Amount Applied Expired Balance

2011 2012-2014 $35,106 $— $35,106 $-

2012 2013-2015 248,001 - - 248,001

2013 2014-2016 585,191 — - 585,191

2014 2015-2017 418,065 — — 418,065
$1,286,363 5— $35,106 $1,251,257

CEIC is exempt from income tax under the tax privileged status as a BVI business company under
the BVI Business Companies Act,
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23. Earnings Per Share (EPS)

24,

The following table presents information necessary to calculate EPS on net income,

2014 2013 2012

Net income ' $6,541,692  $4,636,836  $4.407,165
Weighted average rumber of common

shares outstanding 336,261,197 336,261,197 240,368,810

Basic and diluted EPS $0.020 $0.014 30.018

As of December 31, 2014, 2013 and 2012, the Parent Company has no dilutive potential corrmon
shares.

The weighted average number of common shares outstanding used in the calculation of the EPS is
based on the outstanding shares of the Parent Company. The additional shares from stock
dividends during the year, 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 period presented. Thus,
EPS for the years 2013 and 2012 were restated.

Operating Segment

The Group has determined that it is operating as cne operating segment. Based on management’s
assessment, no part or component of the business of the Group meets the qualifications ofan

operating segment as defined by PFRS 8. More specifically:

s Thereis no significant or obvious distinction among the products assembled by the Group.

All products are semiconductor packages that go into electronic products and applications.
The assembly process is likewise similar;

» The Group’s production facility and head office is located in the Philippines;

s Although production of goods is divided into six 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.

Sales are reported internally per division, but 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.
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Sales from external customers per division as reported internally are as follows (amounts in
thousands):

2014 2013 2012

Discrete $10,800 $11,506 $9,757
Multichip 9,629 8,878 9,081
Integrated Circuits (IC) 8,556 9,903 7,223
Odr 8,003 - -
New Products 5221 6,704 5476
Quad-Flat No-L.eads (QFN) 3,848 5,097 6,950
Hermetics 2,008 1,896 2,144
Bri 1,534 - -
Ems 1,034 - -
Irfu 1,009 - -
Cou 150 - -
' $51,792 $43,984 $40,631

Below are customers contributing to at least 10% of the Group’s total sales of each year. Sales to
these customers are as follows (amounts in thousands):

2014 2013 2012

Major Customer A $10,778 $- $-
Major Customer B 10,495 9,543 5,142
Major Customer C 4,809 5,486 4,351

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 thousands):

2014 2013 2012

Asia $23,880 $11,158 37,687
Europe 17,238 18,478 18,608
USA 10,674 14,348 14,336
$51,792 $43,984 $40,631

There are no sales made to entities under common control with the Group.

25.

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 instriments is to support the
Group’s operation. The Group has various other financial instruments such as trade and other
receivables, 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 payabies, 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.
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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 hecause its customers or counterparties failed

to discharge their contractual obligations.

The Group trades onty with recognized, creditworthy third parties. Tt 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 impairment losses, if any:

2014 2013
Cash and cash equivalents* $12,601,553 $7,023,647
Trade and other reccivables 15,586,934 4,060,866
Financial assets at FVPL 701,747 8,055,039
Amounts owed by related parties 5,123,078 2,222,415
Other current assets
Rental deposit 1,133,929 1,131,399
Loans to employees 94,111 134,072
Held-to-maturity (HTM) investments 1,181,130 -
Other noncurrent assets
Miscellaneous deposits 167,551 168,776
Total credit risk exposure $35,590,033 $22,796,214

*Excluding cash an hand

The aging analyses per class of financial assets that are past due but not yet impaired are as

follows:

December 31, 2014

Neither Past Due but aot Impaired
Past Due Impaired
nor 60-90 Financtal
Impaired <30 days 30 - 60 days days > 90 days Aggets Total
Cash and cash equivaleats* $12,601,553 3 $- 3- $- 5- $12,601,553
Trade and other receivables 14,075,613 823,572 654,895 4,546 28,308 - 15,586,934
Financial assets at FVPL 701,747 - - - - - 701,747
Amounts owed by related
parties - - - - 5,123,078 - 5,123,078
Other current assets .
Rental deposit - - - - 1,133,929 - 1,133,929
Loans to employces - - - - 94,111 - 94,111
HTM investments 1,181,130 - - - - - 1,181,130
Other noncurrent assets
Miscellancous deposits 167,551 - — - — - 167,551
$28,727,594  §823,572  $654,895 $4.546 56,379,426 $— $36,590,033

*Excluding cash on hand
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December 31. 2013

Neither Past Due but not Impaired
Past Due Impaired
nor 60 - 90 Financial
Impaired <30 days 30-60 days days > 90 days Assets Total
Cash and cash equivalents* $7,023,647 5 $- 5 $- 5~ $7,023,647
Trade and other receivables 3,168,356 775,341 87,894 2,500 26,775 4,060,866
Firancial assets at FVPL 8,055,039 — - - - 8,055,039
Amounts owed by related
parties — - — - 2222416 - 2,222,416
Other current assets
Rental deposit - - - - 1,131,399 - 1,131,399
Loans to cmployees - - - - 134,072 - 134,072
Other noncurrent assets
Miscellaneous deposits 168,776 — - - — — 168,776
$18,415818  §775,341 £87,894  $2,500 $3,514,662 - $22,796,215

*Excluding cash on hand

The tables below summarize the credit quality per class of the Group’s financial assets that are
neither past due nor impaired:

December 31, 2014
Neither Past Due nor Impaired
High Medium

Grade Grade Low Grade Total
Cash and cash equivalents * $12,601,553 35— $— $12,601,553
Trade and other receivables 14,042,759 32,854 - 14,075,613
Financial assets at FVPL 701,747 - - 701,747
HTM investments 1,181,130 - - 1,181,130

Other noncurrent assets
Miscellaneous deposits 167,551 - - 167,551
$27,513,610 $32,854 $— 527,546,464

* excluding cash on hand

December 31, 2013

Neither Past Due nor Impaired
High Medium

Grade Grade Low Grade Total
Cash and cash equivalents
(excluding
cash on hand) $7,023,647 $- $—  $7,023,747
Trade and other receivables 3,139,082 29,274 - 3,168,357
Financial assets at FVPL 8,055,039 - — 8,055,039
Other noncurrent assets
Miscellaneous deposits 168,776 — - 168,776
$18,386,544 $29,274 $— $18,415,818

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 receivables are readily
enforceable).
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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.

Liguidity visk

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.

The Group maintains sufficient cash to finance its operations and major capital expenditures and
satisfy its maturing obligations. 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 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, 2014

Less than
On demand 1year 1to2years 3toS5 years Total
Financial Assets .
Cash and cash equivalents $12,602,322 $— $— $- $12,602,322
Trade and other receivables - 15,586,934 - - 15,586,934
Amounts owed by related parties 5,123,078 - — - 5123078
$17,725,400 315,586,934 3 $— §33,312334
Financial Liabilities
Trade and other payables :
Trade payables $5,263,140 ¥ 5 $- 95,263,140
Accrued expenses - 1,565,907 - - 1,565,907
Amounts owed to related parties 470,146 - - - 470,147
Long-term debt - 1,686,010 17247742 8418543 27,352,695
Derivative liability - 40,836 - — 40,836
$5,733,286  §3,202.753 $17,247,742  §8,418.943 $34,692.724
December 31, 2013
Less than
On demand lyear lto2years 3to5 years Total
Financtal Assets
Cash and cash equivalents $7,023,747 $- $- $  $7,023,747
Trade and other receivables - 4,060,866 - - 4,060,866
Amounts owed by related parties 2222415 — - — 2,222415
$9,246,162  $4.060,866 §- $- 313,307,028
Financial Liabilities
Trade and other payables
Trade payables $3,487,478 5 $- $—  $3,487478
Accrued expenses - 567,374 - - 567,374
Amounts owed to related parties 447,420 - - - 447,420
Long-term debt - 1334675 4,045825 5298300 10,678,800
Derivative liability - 102,090 - — 102,090
' $3,934,808  $2,004,139 $4.045,825 $5,298300 $15,283,162
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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.

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:
2014
Original Total Dollar

Currency in Php' Equivalent
Financial assets
Cash and cash equivalents 35,143,622 $785,860
Trade and other receivables 281,617 6,343
Financial asset at FVPL 31,382,139 701,747
Amounts owed by related parties 18,371,609 413,822
Other current assets 144,774,223 3,176,289
Other non-current assets 15,560,561 353,455
Total financial assets 245,513,771 5,437,516
Financial liabilities
Trade and other payables 76,880,509 1,725,970
Amounts owed to related parties 21,024,919 470,146
Total financial liabilities 97,905,428 2,196,116
Net financial assets 147,608,343 $3,241,400
11 =5.0223
2013

Original Total Dollar

Currency in Php' Equivalent
Financial assets
Cash and cash equivalents 10,909,363 $245,735
Trade and other receivables 281,617 6,343
Financial agset at FVPL 357,603,488 8,055,039
Amounts owed by related partieg 18,371,609 413,822
Other current assets 66,231,987 1,270,472
Other non-current assets 7,739,588 174,335
Total financial assets 461,137,652 10,165,746
Financial liabilities
Trade and other payables 24,589,954 553,890
Amounts owed to related parties 19,863,213 447,420
Total financial liabilities 44,453,167 1,001,310
Net financial assets 416,684,485 $9,164,436

'1=5.0225
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Foreign
Currency Effect on Foreign Effect on
appreciates Income Currency Income
2014 by Before Tax depreciates by = Before tax
Peso denominated assets +5%  ($518,780) 5% $621,825
Peso denominated liabilities +5% 84,334 -5% (84,334)
($537,491) $537,491

Foreign
Currency Effect on Foreign Effect on
appreciates Income Currency Income
2013 by Before Tax depreciates by  Before tax
Peso denominated assets +5%  ($518,780) -5% $518,780

Peso denominated liabilities +5% 50,010 5% (50,010}

($468,770) $468,770

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
value.

The Group manages its capital structure, which pertains to its noncurrent liabilities and equity as
shown in the consolidated balance sheet and makes adjustments to it, in light of changes in

economic conditions. To maintain or adjust the capital structure, the Group may adjust the
dividend payment to shareholders, return capital to shareholders or issue new shares. As of
December 31, 2014, 2013 and 2012, the Group is subject to externally imposed capital
requirements (see Note 4).

26.

Financial Instruments

The following table sets out the categories and class of the Group’s financial instruments:

2014
Carrying

_ Amount Fair Value
Financial assets
Loans and receivables
Cash and cash equivalents $12,602,322 $12,602,322
Trade and other receivables 15,586,934 15,586,934
Financial assets at FVPL 701,747 701,747
Amounts owed by related parties 5,123,078 5,123,078
HTM investments 1,181,130 -

(Forward)
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2014
Carrying
Amount Fair Value
Other current assets
Rental deposit $1,133,929% $1,133,929
Loans to employees 94,111 94,111
Other noncurrent assets
Miscellaneous deposits 167,551 $167,551

$36,590,812 $35,408,903

Financial liabilities
Other financial liabilities
Trade and other payables

Trade payables $5,263,140 $5,263,140
Accrued expenses 1,565,907 1,565,907
Advances from customers 1,835,464 1,835,464
Derivative liability 40,836 40,836
Amounts owed to related parties 470,147 470,147
Long-term debt 27,164,613 27,164,613
$36,340,106 $36,340,106

2013

Carrying

Amount Fair Value

Financial assets
Loans and receivables
Cash and cash equivalents
Trade and other receivables
Financial assets at FVPL
Amounts owed by related parties
Other current assets

Rental deposit

Loans to employees
Other noncurrent assets

Miscellaneous deposits

$7,023,647 $7,023,647

4,060,866 4,060,866
8,055,039 8,055,039
2,222,415 2,222,415
1,131,399 1,131,399
134,072 134,072
168,776 168,776

$22,796,214 $22,796,214

Financial liabilities
Cther financial liabilities
Trade and other payables

Trade payables $3,487,478 $3,487,478
Accrued expenses 651,767 651,767
Advances from customers 153,544 153,544
Derivative liability 102,090 102,090
Amounts owed to related parties 447.420 447,420
Dividends payable - -
Long-term debt 9,649,656 9,649 656

$14,491,055 $14,491,955
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Fair Values of Financial Instruments
Fair value is defined as the amount at which the financial instrument could be exchanged ina

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, wade and other

pavables
The carrying amounts approximate fair value since these are mostly short-term in nature.

Amounts owed by and owed to related parties and vental deposits
The carrying amounts approximate the fair value since these are due and demandable.

Financial assets at FVPL
Financial assets at FVPL are stated at their fair values based on quoted prices. The fair value is
determined using the Level 1 of the fair value hierarchy.

HTM Investments

The fair value of HTM investments that are actively traded in organized 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. The fair value is determined using the Level | of the fair value

hierarchy.

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% to 3.70% in
2012, ’

Derivative liability
The fair value is calculated by reference to prevailing interest rate differential and spot exchange
rate as of valuation date, taking into account its remaining term to maturity,

Freestanding derivatives
As of December 31, 2013, the Group has outstanding foreign currency swap contracts with

counterparty bank with an aggregate notional amount of $1.2 million and remaining maturities of
less than 2 months. The forward rates related to the forward contracts ranged from and from
£40.70 to R40.71 per USS 1 as at December 31, 2013. The Group recognized derivative liability
relating to these contracts amounting to $40,436 and $102,090 as of December 31, 2014 and 2013,
respectively. '
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The movements in fair value changes of all derivative instruments for the years ended
December 31, 2014 and 2013 are as follows:

2014 2013
At beginning of year ($102,090) $9,480
Net changes in fair value of dertvatives not
designated as accounting hedges - 102,090
Fair value of settled instruments 61,654 (94800
At end of year {$40,436) ($102,090)

The loss from the net fair value changes relating to the foreign currency swap contracts amounting
$584,163 in 2013 are included under “Other income (charges} - net” in the consolidated
statements of comprehensive income (see Note 21).

Fair Value Hierarchy
The Group uses the following hierarchy for determining the fair value of financial instruments by
valuation technique:

Level I: quoted (unadjusted) prices in active markets for identical assets or liabilities

Level 2: other techniques for which all inputs which have a significant effect on the recorded fair
value are observable, either directly or indirectly

Level 3: techniques which use inputs which have a significant ¢ffect on the recorded fair value
that are not based on observable market data

Only the derivative instruments, which is classified under level 2 is measured and carried at fair
value. There were no transfers made in the fair value measurements in 2014 and 2013,

27. Equity

a. Capital stock

The roll-forward of the capital stock of the Parent Company follows:

2014 2013
Authorized - common shares (B1 par value) 400,000,000 400,000,000
Issued shares '
Beginning 280,217,656 194,595,600
Upon incorporation — -
Upon initial public offering - -
Stock dividend- issued and distributed
{see Note 27) 28,021,763 85,622,056
Ending 308,239,419 280,217,656
Tssued - 308,239,419 shares $7,203,869 $6,539,066
Undistributed shares (see Note 26) -
30,823,942 shares 689,265

$7,893,134

$6,559,066
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On November 18, 2011, the Parent Company listed with the PSE its common stock, wherein it
offered 42,163,000 shares to the public at issue price of 7 per share. The total proceeds with
issuance of new shares amounted to £295.1 million ($6.8 million). The Parent Company
incurred transaction costs incidental to the IPO amounting to P47.3 million ($1.1 million),
which is charged against “Additional paid-in capital” in the consolidated balance sheet.

As of December 31, 2014 and 2013, the Parent Company has a total 18 and 80 number of
stockholders, respectively.

Retained earnings

The Board of Directors of Cirtek Holdings Philippines Corporation (the *Corporation”) in its
meeting held today, February 23, 2015, approved the declaration of cash dividend of US
Dollar 0.003893 (US$ 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 BSP
exchange rate one day before payment date. The total dividend payment will amount to US
Dollar One Million Two Hundred Thousand (US$ 1,200,000) based on the total 308,239,416
outstanding shares of stock of the Corporation.

On January 29, 2014, the BOD of the Parent Company declared cash dividend of $1,200,000
or $0.00428 per share to stockholders of record as of February 13, 2014. Also, on May 30,
2014, the BOD of the Parent Company declared cash dividends amounting to $600,000 or
$0.00214 per share to stockholders of record as of Tune 16, 2014.

In addition to the cash dividends, 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 January 16, 2013, the BOD of the Parent Company declared cash dividends amounting to
$1,119,937 ($0.004796 per share) to stockholders of record as of Janwary 31, 2013 payable on
February 15, 2013.

In addition to the cash dividend, the BOD also declared a Twenty Percent (20%;) stock
dividend. During a regular meeting held on January 16, 2013, the stockholders approved the
20% stock dividends payable to stockholders of record as of March 15, 2013 and payment
date of April 5, 2013.

During the regular meeting of the BOD of the Parent Company dated September 14, 2012, the
BOD approved the declaration of Twenty Percent (20%) stock dividend to stockholders of
record as of December 21, 2012, distributed on January 10, 2013, In a special meeting of
stockholders dated December 7, 2012, the stockholders approved the Twenty Percent (20%)
stock dividend.

As discussed in Note 15, on March 17, 2011, the Parent Company absorbed the amount owed
by CEIC to CHI, including dividends payable amounting to $1,300,000. Subsequently, on
March 18, 2011, the Parent Company settled the dividends payable through set-off with
existing receivables with CHI.
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28, Notes to Statement of Cash Flows

The Group has noncash operating, investing and financing activities representing the transfer
of ownership over the assets and liabilities assumed related to the acquisition of REMEC
entities, 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.

29. Other Matter

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 at December 31, 2014 and 2013 and results of operations for each of the three years in the

period ended December 31, 2014.
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM —- ACGR

ANNUAL CORPORATE GOVERNANCE REPORT

GENERAL INSTRUCTIONS

(A} Use of Form ACGR
This SEC Form shalf be used to meet the requirements of the Revised Code of Corporate Governance.

(B) Preparation of Report
These general instructions are not to be filed with the report. The Instructions to the various captions of the form
shall not be omitted from the report as filed. The report shall contain the numbers and captions of all items. If
any item is inapplicable or the answer thereto is in the negative, an appropriate statement to that effect shall be
made. Provide an explanation on why the item does not apply to the company or on how the company’s practice
differs from the Code.

{C) Signature and Filing of the Report

A. Three (3) complete sets of the report shall be filed with the Main Office of the Commission.

B. At least one complete copy of the repart filed with the Commission shall be manually signad.

C.  Allreports shall comply with the full disclosure requirements of the Securities Regulation Code.
D. This report is required to be filed annually together with the company’s annual report,

(D) Filing an Amendment

Any material change in the facts set forth in the report gccurring within the year shall be reported through SEC
Form 17-C, The cover page for the SEC Form 17-C shall indicate “Amendment to the ACGR”.
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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 Directors:

e

Jerry Liu ED Camerton

L et 3
2-17-11 5-25-12 Annual

1
Nicanor Lizares ED Camerton 2-17-11 5-25-12 Annual 1
Anthony Buyawe ED Camerton 2-17-11 5-25-12 Annual 1
Jorge 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 ID Camerton 2-17-11 5-25-12 Annual 1
Ernest Fritz Server D Camerton 2-17-11 5-25-12 Annual 1

(b} Provide a brief summary of the corporate governance policy that the board of directors has adopted. Please
emphasize the policy/les relative to the treatment of all shareholders, respect for the rights of minority
shareholders and of other stakeholders, disclosure duties, and board responsibilities.

Treatment of all shareholders

Each share is entftled to one vote that may be exercised in person or by proxy. The shareholders have the right to elect,
remave and reploce directors and vote on certain corporate acts in accordance with the Corporation Code.

it is the duty of the directors to promote shareholders rights, remove impediments to the exercise of shoreholders
rights and provide effective redress for violation of their rights. They shall encourage the exercise of shareholders'
voting rights and the selution of collective action problems through appropriate mechanisms.

Respect for the rights of minority shareholders and of other stakeho|ders

The Board of Directors recognizes and safeguards the rights of every shareholder. It promotes shareholders' rights,
particularly the rights to information and to participate In the governance process. It supplements and complements the
Articles of Incorporation and By-Laws of the Company, which principally contain the basic structure of governance. The
shareholders are given the privilege to vote on all matters that requires consent; inspect corporate books and records;
rights to information; rights to dividends; and appraisal right.

Disclosure duties

The Board shall commit ot all times to adequately and timely disclose all material information that could potentially
gffect the Company’s share price and such other information that are required to be disclosed pursuant to the SRC
and its Implementing Rules and Regulations as well as other relevant laws, This information include but are not
limited to earnings results, acquisition or disposol of significant assets, off balance sheet transactions, changes in
Board membership as well as changes in shareholdings of directors and officers, and remuneration of directors and
officers and related party transactions.

' Reckaned from the glection Immediately following January 2, 2012.



Board responsibilities

The Board shall exert its best effort to ensure a high standard of best practice for the Company, its shareholders and
stakeholders. To do so, it shall perform all the functions which it is required to perform in the Company's By-Laws with
honesty and integrity. Its duties and responsibifities as defined include: 1. Conduct fair business transactions with the
company and ensure that personal interest does not bius Board decisions. 2. Devote time and attention necessary to
properly discharge his duties and responsibilities. 3. Act judiciously. 4. Exercise independent judgment. 5. Have a
working knowledge of the statutory and regulatory requirements. 6. Observe confidentiality. 7. Ensure the continuing
soundness, effectiveness and adequacy of the Company’s control environment. 8. Prior to assuming office, attend a
seminar on corporate governaonce.

{¢} How often does the Board review and approve the vision and mission? Every two years

(d} Directorship in Other Companies

{i} Directarship in the Company’s Group®

Identify, as and If applicable, the members of the company’s Beard of Directors who hold the office of
director In other companies within its Group:

Jerry Liu Cirtek Electronics Corporation Chairman

Jerry Liu Cirtek Electronics International Director
Corp.

Anthony Buyawe Cirtek Electronics International Director
Corp.

{ii} Directorship in Other Listed Companies

Identify, as and if applicable, the members of the company’s Board of Directors whe are also directors of
publicly-listed companies outside of its Group;

Nicanor Lizares Pancake House, Inc Executive Director
\ Martin Loranzo Pancake House, Inc/Pancake House Holdings, Inc | Chairman
UErnest Fritz Server RFM Corporation Chairman

{iii} Relationship within the Company and its Group

Provide detalls, 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:

Jerry Liu Camerton Inc. Shareholder

? The Group is composed of the parent, subsidiaries, associates and joint ventures of the company.



(v} Has the company set a limit on the number of board seats in other companies {publicly listed, ordinary
and companies with secondary license) that an individual director or CEQ may hold simultaneously? In
particular, Is the limit of five board seats in other publicly listed companies imposed and cbserved? If yes,
briefly describe other guidelines:

A director shall exercise due discretion in accepting and holding of directorships outside of the
Company. A director may hold any number of directorships ocutside of the Company provided that these other
positions do not detract from the director’s capacity to diligently perform his duties as a director of the
Company.

{e) Shareholding in the Company

Complete the following table on the mambers of the company’s Board of Directors who directly and indirectly
own shares in the company:

168,479,985 7

Jerry Liu 1 0.6
Anthony Buyawe 1 0 0
Jorge Aguitar 1 0 0
Nicanor Lizares 1 0 0
Rafael Estrada 1 500,000 0
Martin Lorenzo 1 0 0]
Ernest Fritz Server 1 0 0
TOTAL 7 168,979,985 70.6

2) Chairman and CEO

(a) Do different persons assume the role of Chairman of the Board of Directors and CEO? If no, describe the

checks and balances laid down to ensure that the Board gets the benefit of independent views.

Yes

(b) Roles, Accountabiliti

[ ]

es and Deliverables

vo [

Define and clarify the roles, accountabilities and deliverables of the Chairman and CEQ.

Role

Ensure effective operation of the Board
and its committees in conformity with
the highest standards of corporate
governance,

Ensure effective communication with
shareholders, regulators and other
stakeholders and that the views of these
groups are understood by the Board.

Set the agenda, style and tone of Board
discussions to promote constructive
debate and effective decision-making.

Ensure that al! Board committees are
properly established, composed and
operated.

Develop strategy proposals for
recommendation to the Board and
ensure that agreed strategies are
reflected in the business,

Develop annual plans, consistent
with agreed strategies, for
presentation to the Board for
support.

Plan human resourcing to ensure
that the Company has the
capabilities and resources required
to achieve its plans.

Develop an organisational structure
and establish processes and systems
to ensura the efficient organisation




Ensure comprehensive induction
programmes for new directors and
updates for all directors as and when
necessary.

Support the Chief Executive in the
development of strategy and, more
broadly, to support and advise the Chief
Executive,

Maintain access to senior management
as is necessary and useful, but not
intrude on the Chief Executive's
responsibilities.

Promote effective relationships and
communications between non-executive
directors and members of the Group
Executive Committea.

Ensure that the performance of the
Board, its main committees and
individual directors is formally evaluated
on an annual basis.

Establish a harmonious and open
relationship with the Chief Executive.

of resources.

Be responsible to the Board for the
performance of the business
consistent with agreed plans,
strategies and policies.

Lead the executive team, including
the development of performance
contracts and appraisals.

Ensure that financial! result, business
strategies and, where appropriate,
targets and milestones are
communicated to the investment
community.

Develop and promote effective
communication with shareholders
and other relevant constituencies.

Ensure that business performance is
consistent with the Business
Principles.

Ensure that robust management
succession and management
development plans are in place and
presented to the Board from time to
time.

Develop processes and structures to
ensure that capital investment
proposals are reviewed thoroughly,
that associated risks are identified
and appropriate steps taken to
manage the risks.

Develop and maintain an effective
framewaork of internal controls over
risk in relation tc all business
activities including the Group's
trading activities.

Ensure that the flow of information
to the Board Is accurate, timely and
clear,

Establish a close relationship of trust
with the Chairman, reporting key
developments to himin a timely
manner and seeking advice and
support as appropriate.

Accountabilities

Responsible for leadership of the Board

Responsible for leadership of the
business and managing it within
the authorities delegated by the
Board.

Deliverables




3)

4)

Explain how the board of directors plans for the succession of the CEO/Managing Director/President and the top
key management positions?

Then Company recognizes the impertance of succession planning in building a leadership pipeline/talent pool to
ensure leadership continuity.

Succession planning in the Company involves the following steps: (1) analyzing company strategy and identifying
core competencies and technical competencies required to maintain and build a strong, sustainable crganization,
(2) identifying internal talent with critical competencies, and assessing needs for external talent (3) implementing
retention programs and recruitment strategies, (4} monitaring performance of talent pool.

Other Executive, Non-Executive and Independent Directors

Does the company have a policy of ensuring diversity of experience and background of directors in the board?
Piease explain.

Directors sitting in the Board shall be possessed of the necessary skills, adequate competence and understanding
of the fundamentals of doing business or sufficient experience and competence in managing a business, He must
possess integrity, probity and shall be diligent and assiduous in the performing his functions.

Does it ensure that at least one non-executive director has an experience in the sector or industry the company
belongs to? Please explain.

Yes. The presence of @ non-executive director with experience in the same sector qugents in-house knowledge
and at the same time provides on objective perspective on important matters such as industry trends, competition,
and company capabilities,

Define and clarify the roles, accountabilities and deliverables of the Executive, Non-Executive and Independent

Directors:

Role

He shalf supervise and
manage the business
affairs of the Corporation
upon the direction of the
Board of Directors and
implement the
administrative policies of
the corporation under his
supervision and control

A director’s office is one
of trust and confidence,

He should act in the best
interest of the Company
in a manner
characterized by
transparency,
accountability and
fairness,

He should exercise
leadership, prudence
and integrity in
directing the Company
towards sustained
progress over the long
term.

A director’s office is one
of trust and confidence,

He should act in the best
interest of the Company
Ina manner
characterized by
fransparency,
accountability and
fairness.

He should exercise
leadership, prudence
and integrity in
directing the Company
towards sustained
progress over the long
term.

Accountabhilities

* He represents the
corporation at all
functions and
proceedings

* To execute on behalf of
the corporation all

He shall observe the following:

» Conduct fair busingss transactions with the
Company and ensure that personal interest
does not bias Board decisions.

+ Devote time and attention necessary to properly
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contracts, agreements
and other instruments
affecting the interests
of the corporation in
which will require the
approval of the Board
of Directors.

¢ To oversee the

preparation of the
budgets and statements
of accounts of the
corporation.

¢ To make reports to the

Board of Directors,

To perform such duties
as are incident to his
office or are entrusted
to him by the Board of
Directors

discharge his duties and responsibilities
o Act judicicusly
Exercise independent judgment.
Have a working knowledge of the statutory and
regulatory requirements
s Observe confidentiality.
Ensure the continuing soundness,
effectiveness and adequacy of the Company's
control environment
¢ Prior to assuming office, attend a seminar on
corporate governance

Deliverables

He is to initiate 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 training,
development and
compensation

To ensure good governance of the Company, the
Board should establish the vision and mission and
strategic objectives and key policies and
procedures for the management of the
Company, as well as the mechanism for
monitoring and evaluating Management's
performance

Provide the company's definition of "independence"” and describe the company’s compliance to the definition.

An Independent Director shall mean a person who, apart from his fees and shareholdings, is independent of
management and free from any business or other relationship which could or could reasonably be perceived to,
materially interfere with his exercise of independent judgement in carrying out his responsibilities as a director of the

corporation.

Does the company have a term limit of five consecutive years for independent directors? If after two years, the
company wishes to bring back an independent director who had served for five years, does it limit the term for no
more than four additional years? Please explain.

No term fimit,

5) Changesin the Board of Directars (Executive, Non-Executive and tndependent Directors)

(a) Resignation/Death/Removal

Indicate any changes in the composition of the Board of Directors that happened during the period:

None

N/A

N/A

11



(b} Selection/Appointment, Re-election, Disqualification, Remaval, Reinstatement and Suspension

Describe the procedures for the selection/appointment, re-election, disqualification, removal, reinstatement
and suspension of the members of the Board of Directors. Provide details of the processes adopted

{including the frequency of election) and the criteria employed in each procedure:

{i) Executive Directors

The Board thru its
Nomination Committee pre-
screens the qualification of all
nominees to the Board of
Directors..

Nominations shall be made in
writing.

Voting shall be by secret
bailot.

Cumulative voting shall be
alfowed and each shareholder
shall have the right to vote in
person or by proxy the
number of shares standing in
his name at record date. He
may also vote such number of
shares 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 may distribute
them on the same principles
among as many candidates as
he shall fit provided that the
total number of votes cast by
him shall not exceed the
number of shares owned by
him multiplied by the whole
numker of directors to be
elected. Candidates receiving
the highest number of votes
shall be declared elected.

Qualifications of Directors:

* Any stockholder having at

least one {1) share of the

capital stock of the Company
registered in his name.

At least 21 years of age

Directors sitting in the Board

shall possess necessary skills,

adequate competence and

experience in managing a

business.

* He must possess all the
qualifications and none of
the disqualifications of
regular directars under
Corporate Governance as
providad.

» Possessas integrity, problty

and shall be diligent and

assiduous in the
performance of his functions.

Other relevant qualifications,

such as membership in good

standing in business,
professional organization or
relevant industry.

{ii} Non-Executive Directors

Same as stated above

Same as stated above

{iii) Independent Directors

Same as stated above

Apart from above
qualifications, additional
criteria for Independent
Directors as follow:

e a candidate for independent
director must be
independent of the
management and free from
any business or ather
relationship which could, or
could reasonably be
perceived to, materially

12



(i) Executive Directors

Same as stated above

interfere with his exercise of
independent judgment in
carrying out his
responsibilities as a director
of the Corporation.
¢ He must have been engaged
in or exposed to the business
of corporation for at least
five (5) years

Same as stated above

(i) Non-Executive Directors

Same as stated above

Same as stated above

(i) Executive Directors

{iii) tndependent Directors

Same as stated above

5

review and evaluate the
qualifications of all persons
nominated to the Board of
Directors,

Nomination Committee shall Disqualifications:

Same as stated above

* Persons who have been
convicted by a competent
judicial or administrative
body of the following:
> Any crime involving
purchase or sale of
securities as defined in
Securities Regulation Code.

> Any crime arising out of
the person’s conduct as an
underwriter, broker,
dealer, futures commission
merchant, commodity
trading advisor or floor
broker.

> Any crime 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
hearing ortrial, is
permanently or temporarily
enjoined by order, judgment
or decree of the Securities
and Exchange Commission
("SEC™'} or any court or other
administrative body of
competent jurisdiction
Any person finally convicted
judicially or administratively
of an offense involving moral
turpitude or fraudulent acts
or transgressions such as, but
not limited to,
embezzlement, theft,
estafa, counterfeiting,
misappropriation, forgery,
bribery, false affirmation or
perjury.

13



¢ Any person finally found by

the SEC or a court or other

administrative body to have
willfully violated, or willfully
aided, abetted, counseled,
induced or procured the
viclation of any provision of
the Securities Regulation

Code, the Corporation Code

of the Philippines, or any

other law administered by
the SEC, or any rule,
regulation or order of the SEC
or the BSP.

Any person earlier elected as

independent director who

becomes an officer,
employee or consultant of
the Company.

Any person judicially declared

to be insolvent.

Any person finally found

guilty by a foreign court or

equivalent financial
regulatory authority of acts,
violations or misconduct listed
in the foregoing paragraphs.

s Any persan convicted by
final and executory
judgment of an offense
punishable by
imprisonment for a period
exceeding six (6) years, or
a violation of the Corporation
Code, committed within five
(5) years prior to the date of
his elettion or appointment.

e No person shall gualify or be
eligible for nomination or
election to the Board of
Directors if he is engaged in
any business which
competas with oris
antagonistic to that of the
Company.

(i1} Non-Executive Directors

Same as stated above

Same as stated above

(ifi} Independent Directors

Same as stated above

Disqualification of Independent

Director:

¢ He becomes an officer or
employee of the corporation
where he is such member of
the Board of Directors or
becomes any of the person
enumerated under Section 2
of these By-Laws.

e His beneficial security
ownership exceeds ten
percent {10%) of the

14



(i) Executive Directors

Nomination Committee shall
review and evaluate the
qualifications of all persons
nominated to the Board of

Directors. It shall pre-screen the
qualifications of all nominees to

the Board of Directors

outstanding capital stock of
the Corporation where he is
such a director.

» Fails, without any justifiable
cause, to attend at least fifty
percent {50%) of the total
number of Board meetings
during his incumbency unless
such absences are due to
grave illness or death of an
immediate family,

e Such other disqualifications

which the Corporation’s

Manual on Corporate

Governance pro ides.

Any of the following shall 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 its
Implementing Rules and
Regulations. This
disqualification shall be in
effect as long as his refusal
persists.

Absence or non-participation
in movre than Fifty Percent
(50%} of all meetings, both
regular and special, of the

. Board during his

incumbency, or any twelve
{12) month period during
said incumbency unless
such absence was due to
iliness, death in the
immediate family or serious
accident. This '
disqualification applies for
purposes of the succeeding
election.

s 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 irregularity.

s Being under preventive
suspension by the Company
for any reason.

* Conviction that has not yet
become final referred to in
the grounds for

15



disqualification of directors

(i) Non-Executive Directors

Same as stated above

Same as stated above

(iii} Independent Directors

{) Executive Directors

Same as stated above

A director may be removed from
office by a vote of the
stockholders holding or
representing at least two-thirds
(2/3) of the outstanding capital
stock of the corporation, ata
regular or meeting or special
meeting called for the purpose,
and in efther case, after previous
notice to stockholders of such
proposal to remove such
director.

Same as stated above

He possesses any of the criteria
enumerated for permanent
disqualifications, as stated
above

{il} Non-Executive Directors

Same as stated above

He possesses any of the criteria
enumerated for permanent
disqualifications, as stated
above

{fil) Independent Directors

{1} Executive Directors

Regulations

Nomination Committee shall
review and evaluate the
qualifications of all persons
nominated to the Board of
Directors.

The termination and cessation of
an Independent director shall be
governed by the provisions of
SEC Memorandum Circular 2,
otherwise known as the Code of
Corporate Governance, the
Securities Regulation Code and
its Implermenting Rules and

He possesses any of the criteria
enumerated for permanent
disqualifications, as stated
above

(i) Non-Executive Directors

(iii) Inde

(i} Executive Directors

{ii) Non-Executive Directors

{ili) Independent Directors

Voting Result of the last Annual General Meeting

erry Liu Majrlt
Nelia Liu Majority
Jorge Aguilar Majority
Nicanor Lizares Majority
Anthony Buyawe Majority
Ernest Fritz Server Majority
Martin Lorenzo Majority
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6)

1)

Crientation and Education Program

a) Disclose details of the company’s orientation program for new directors, if any.
{b) State any in-house training and external courses attended by Directors and Senior Management’ for the past

three (3} years:

{c) Continuing education programs for directors: programs and seminars and roundtables attended during the
year.

CODE OF BUSINESS CONDUCT & ETHICS

Discuss briefly the company’s policies on the following business conduct or ethics affecting directors, senior
management and employees:

The personal interest
of directors and
officers should never
prevail over the
interests of the
company, Directors are
required to be loyal to
the organization that
they may not directly
or indirectly derive any
{a}) Conflict of Interest | personal profit or
advantage by reason of
their position in the
Company. They must
promote the common
interests of all
shareholders and the
Company without
regard to their own
personal and selfish

The company shall not tolerate any form/ act of senior
managemant and employees that will compromise the
interest of the employer for their personal gains

interest,
A director shall not Standards of fair business, advertising 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 for | must be observed:
Business and Fair himself and/or his * not make false statements against competitors,
Dealings related interests. He their products and/or services;
should avold *  Exercise reasanable and prudent professional
situations that may Judgment when dealing with clients,
compromise his + deal fairly with the Company's customers,

* Senlor Management refers to the CEO and other persons having authority and responsibility for planning, directing
and controlling the activities of the company.
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2)

3)

4)

impartiality. ' service providers, suppliers, competitors and
employees

(c) Receipt of gifts from
third parties

The Directors, Senior Management and Employees are encouraged to avoid the
receipt from and giving of gifts of unusually high value to persons or entities with
whaom the company relates {customer, suppliers, service providers)

{d) Compliance with
Laws & Regulations

Directars, officers and employees shall uphold right conduct and follow restrictions
imposed by applicable laws, rules and regulations. They shall not accept demands
brought on by prevailing business conditions or parceived pressures as excuses to
violate any law, rule or regulation.

(e} Respect for Trade
Secrets/Use of Non-
public Information

Directors, Management and Employees shall observe confidentiality of
informations of the company, customers, business parties with whom the company
relates.

{f) Use of Company
Funds, Assets and
Information

Directors, Officers and Employees shall use company property and resources
including company time, supplies and software, efficiently, responsibly and only for
legitimate business purposes only. They shall safeguard company assets from loss,
damage, misuse or theft and shall respect intellectual property rights.

(g) Employment &
Labor Laws &
Policles

Directars, Officers and Employees shall comply with applicable employment &
labor laws and policies

{h) Disciplinary action

Any officer or employee who commits a violation of the Code of Ethics shall be
subject to disciplinary action {including suspension and termination), without
prejudice to any civil or criminal proceedings that the Company or regulators may
file for viclation of existing law. There shall be no exception from or waivers of any
provision of this Code of Ethics, except as expressly approved by the Board of
Directors.

(i} Whistle Blower

The Company is committed to fostering & workplace conducive to open
communication regarding the Company's bustness practices and te protecting
emplayees from unlawful retaliation and discrimination for their having properly
distlosed or reported illegal or unethical conduct. In an effort to further this
coemmitment, the Company has established the following: (i) guidance for the
receipt, retention, and treatment of verbal or written reports received by the
Company regarding accounting, internal controls, auditing matters, disclosure,
fraud and unethical business practices, whether submitted by Company employees
or third parties; {ii} guidance for providing Company employees a means to make
Reports in a confidential and anonymous manner; and (i} the Company's intention
to discipline, up to and including termination of employment, any person
determined to have engaged in retaliatory behavior.

{/) Conflict Resolution

Has the code of ethics or conduct been disseminated to all directors, senior management and employees?

Every director, management and employees have been given copies to ensure that company’s code of conduct and
policies are properly implemented and understood.

Discuss how the company implements and menitors compliance with the code of ethics or conduct.

All emplayees must complete Code of Conduct awareness training. In order to reinforce the company's standards
and help employees understand the polictes and regulations, Cirtek continues to offer compliance training for
employees acrass a varlety of topics.

The Company conducts periodic compliance assessments.

Related Party Transactions

(a) Policies and Procedures

Describe the company’s policles and procedures for the review, approval or ratification, monitoring and
recording of related party transactions between and among the company and its parent, joint ventures,
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subsidiaries, associates, affiliates, substantial stockholders, officers and directors, including their spouses,
children and dependent siblings and parents and of interlocking director relationships of mambers of the

Board.

{1} Parent Company

{2} Joint Ventures

{3) Subsidiaries

The Company shall avoid related party transactions. In

{4) Entities Under Commaon Control instances where related party transactions cannot be

(5) Substantial Stockholders

avoided, the Company shall disclose all relevant

(6) Officers including

spouse/chi{dren/ggb“ngs/parents affiliated part'les and the affiliation of directors and principal

information on the same, including information on the

{7) Directors including

spouse/children/siblings/parents

officers.

of Board of Directors

(8) Interlocking director relationship

{b) Conflict of interest

{iy Directors/Officers and 5% or more Shareholders

The Company 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 Cormmission

Identify any actual or probable conflict of interest to which directors/officers/5% or more shareholders

may be involved.

The Company is not aware of any actual or probable conflict of interest to which directors/officers/5% or
more shareholders may be involved.

Name of Director/s

Name of Officer/s

Name of Significant Shareholders

(i) Mechanism

Describe the mechanism laid down to detect, determine and resolve any possible conflict of interest
between the company and/or its group and their directors, officers and significant shareholders.

Carrying out audits by reviewing and validating business
Company processes and procedures, systems, financial and
operational controls, and business practices.
Group Same
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5} Family, Commercial and Contractual Relations

{(a) Indicate, if applicable, any relation of a famil\,r,4 commercial, contractual or business nature that exists
between the holders of significant equity (5% or more), to the extent that they are known to the company:

N/A N/A N/A

N/A N/A N/A \
N/A N/A N/A |
N/A N/A N/A |

{b) Indicate, if applicable, any relation of a commercial, contractual or business nature that exists between the
holders of significant equity (5% or more} and the company:

N/A N/A N/A
N/A N/A N/A
N/A N/A N/A
N/A N/A N/A

{c) Indicate any shareholder agreements that may impact on the control, ownership and strategic direction of
the company:

N/A N/A N/A
N/A N/A N/A

6} Alternative Dispute Resolution

Describe the alternative dispute resolution system adopted by the company for the last three (3) years in amicably
settling conflicts or differences hetween the corporation and its stockholders, and the corporation and third
parties, including regulatory authorities.

The company has not been subject to any material dfs'pute for the past three years.

Corporation & Stockholders
Corporation & Third Parties
Corporation & Regulatory Authorities

C. BOARD MEETINGS & ATTENDANCE

1) Are Board of Directors’ meetings scheduled before or at the beginning of the year?

The Board of Director’s meeting is scheduled at the beginning of the year,

* Family relationship up to the fourth civil degree either by consanguinity or affinity.
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2) Attendance of Directors

8

Chairman lerry Liu 2-11-12 6 6 1
Member Nicanor Lizares 2-11-12 & 5 .83
Member Anthony Buyawe 2-11-12 6 ] 1
Member Jorge Aguilar 2-11-12 6 4 67
Member Nelia Liu 2-11-12 6 3 .5
Independent | Martin Lorenzo 2-11-12 6 4 67
Independent | Fritz Server 2-11-12 6 4 67

3) Do non-executive directors have a separate meeting during the year without the presence of any executive? If
yes, how many times? No

4) s the minimum quorum requirement for Board decisions set at two-thirds of board members? Please explain.

A majority of the number of directors as fixed in the Articles of Incorporation shall constitute a quorum for the
transaction of corporate business; Provided, that at least one {1} Independent Director is present in such meeting.
Every decision of at least o majority of the directors present at a meeting at which there is a quorum shall be valid
as a corporate act, except for the election of officers which shall require the vote of @ majority of all the members
of the Board.

5)  Access to Information
(a) How many days in advance are board paper55 for board of directors meetings provided to the board?

Notice of the meeting, agenda and reference materials, presentations and other related reports are required
to be sent to the members of the Board of Directors at feast one week prior to the date of the meeting

(b) Do board members have independent access to Management and the Corporate Secretary? Yes

(c) State the policy of the role of the company secretary. Doaes such role include assisting the Chairman in
preparing the board agenda, facilitating training of directors, keeping directors updated regarding any
relevant statutory and regulatory changes, etc?

The Secretary must be o resident and citizen of the Philippines. He is responsible to record the minutes and
transactions of afl meetings of the directors and stockholders and safekeep and preserve the integrity of Board
Minutes of Meetings. To keep the corporate seal and affix it to all papers and documents requiring a sea!, and
to attest by his signature ol corporate documents requiring the same.

{d} Is the company secretary trained in legal, accountancy or company secretarial practices? Please explain
should the answer he 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 meetings of different committees:

ves I No [

® Board papers consist of complete and adequate information about the matters to be taken in the board meating,
Information includes the background or explanation on matters brought before the Board, disclosures, budgets,
forecasts and internal financial documents.
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6}

Executive
Audit
Nomination
Remuneration
Others (specify) |

All requests are coursed throﬁgh the CFO

External Advice

Indicate whether or not a procedure exists whereby directors can receive external advice and, if so, provide
details:

The Board may, through Audit Committee, shall
recommend to the stockholders a duly accredited
external auditor who shall undertake an
Independent audit and shall provide an objective
assurance on the way In which the financial
statements have been prepared and presented,

Extnal auditor is approved during the Annual
Stockholders’ Meeting.

Other external professional services such as tax &
legal, shall from time to time be commissioned by
the company with the approval of the senior
management.

Engagement proposals are submitted by at least
2 professional services firms. The CEO and CFO
select the advisor based on comprehensiveness
of proposal, methodology, qualification of
professicnals, and price

7) Change/s in existing policies

Indicate, if applicable, any change/s introduced by the Board of Directors (during its most recent term) on

existing policies that may have an effect on the business of the company and the reason/s for the change:

No changes in existing policies

D. REMUNERATION MATTERS

1) Remuneration Process

Disclose the process used for determining the remurnieration of the CEO and the four {4) most highly compensated
management officers:

(1) Fixed remuneration Board Approval CEO Approval
{2} variable remuneration Board Approval CEQ Approval
{3} Per diem allowance CEC Approval
(4) Bonus Board Approval Board Approval
(5) Stock Options and

other financial Board Approval Board Approval
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2)

3)

instruments

(6) Others (specify)

Remuneration Policy and Structure for Executive and Non-Executive Directors

Disclose the company’s policy on remuneration and the structure of its compensation package. Explain how the
compensation of Executive and Non-Executive Directors is calculated.

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.

Executive Directors

Non-Executive Directors

See statement above

-

]

Do stockholders have the opportunity to approve the decision on total remuneration {fees, allowances, benefits-

in-kind and other emoluments) of board of directors? Provide details for the last three (3} years.

As of December 31, 2012, the Board, apart from minimum per diem, has not received any allowance, benefits-in-
kind or other emoluments.

See statement above

Aggregate Remuneration

Complete the following table on the aggregate remuneration accrued during the most recent year:

{a) Fixed Remuneration PhP12,000,000 - -

{b} Variable Remuneraticn PhP2,000,000 - -

(c) Perdiem Allowance PhP48,000 PhP16,000 PhP32,000

(d) Bonuses - - -

(e) Stock Cptions and/or
other financial - - -
instruments

{f} Others {Specify) - - -

PhP62,000 Php16,000 PhP32,000
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PhP1,115,000

1) Advances NfA_ N/A N/A
2) Credit granted PhP915,000 N/A N/A
3} Pension Plan/s ) N/A N/A
Contributions
(d) Pension Plans, ) N/A N/A
Obligations incurred
{e) Life Insurance Premium - N/A N/A
(f) Hospitalization Plan PhP200,000 N/A N/A
{g) CarPlan - N/A N/A
{h} Others (Specify) - N/A N/A
N/A N/A

4) Stock Rights, Options and Warrants

{a)

Board of Directors

Complete the following table, on the members of the company’s Board of Directors who own or are entitled

to stock rights, options or warrants over the company’s shares:

N/A N/A N/A N/A N/A
N/A N/A N/A N/A N/A
N/A N/A N/A N/A N/A
N/A N/A N/A N/A N/A

{b) Amendments of Incentive Programs

Indicate any amendments and discontinuation of any incentive programs introduced, including the criteria
used in the creation of the program. Disclose whether these are subject to approval during the Annual
Stockholders’ Meeting:

N/A

N/A

N/A

N/A
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5)

1)

Audit

Remuneration of Management

Identify the five (5) members of management who are not at the same time executive directors and indicate the

total remuneration received during the financial year:

Senior Management as a group (VP for Engineer,
Senior Director for Sales & Marketing, QC/QA
Director, Human Resource Manager, Facilities &
Material Management Director)

PhP 5,862,056

BOARD COMMITTEES

Number of Members, Functions and Responsibilities

Provide details on the number of members of each committee, its functions, key responsibilities and the
power/authority delegated to it by the Board:

Committee

To assist the
Board In
fulfilling its
oversight
responsibilities
on

(1} financial
reporting
process,

(2) system of
internal
control,

(3) audit
process,

{4) Company’s
process for
monitoring
compliance
with
applicable
laws and
regulations.

Its key

responsibilities
focuses on
areas
pertaining to:
(1} Financial
Statements -
generally
Reviews
significant
accounting and
financial
reporting issues
and
understands its
impact.

(2} Internal
Control -
considers
effectiveness of
the company’s
internal control
system,
including LT.
security and
control;

{3} Internal
Audit - review
The
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effectiveness of
the internal
audit function;
and

(4) External
Audit — review
and confirm
independence
of the external
auditors.
Nomination Reviews and Pre-screens The Committee
Committee evaluatesthe | qualifications of | shall have the
qualifications all nomineesto | exclusive power
of all persons the Board of to enforce and
nominated to | Directors; administer the
the Board as supervise and Nomination and
well as those coordinate the | Election Rules of
nominated to | conduct of the Company.
other position | electiens or
reguiring replacement of
I appointment the Board of
Nomination by the Board Directors;
and provide
assessment on
the Board’s
effectiveness
in directing
the process of
renewing and
replacing
Board
members,
Compensation Establish a Make
Committee formal and Recommendatio
transparent ns to the Board
procedure for on matters
developing a pertaining to
policy on remuneration
. remuneration and
Provides . .

) of directors and | compensation
oversight olver officersto packages of
remuneration

, ensure that corporate
. of senior ) .
Remuneration management their _ offlce.rs
and other key f:ompe.nsatton and dlrectors,‘
personnel is consistent after conducting
’ with the review and

corporation’s evaluation.
culture,

strategy and
the business
ehvironment in
which it
operates.
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2)

Committee Mambers

{(a) Audit Committee

Chairman Ernest Fritz Server 5-25-12 6 4 .67
Member (ED) Anthony Buyawe 5-25-12 6 6 1
Member (ED) lerry Liu 5-25-12 6 6 1

Disclose the profile or qualifications of the Audit Committee members.

Ernest Fritz Server — Mr. Server serves as the President of Multimedia Telephony Inc., Vice Chairman of RFM
Corporation and a director of Philippine Township, Inc. Previously, Mr. Server served as Vice Chairman of the
Commercial Bank of Manila, Consumer Bank and Cosmos Bottling Company and President of Philippine Home
Cable Holdings, inc. and Philam Fund. Mr. Server graduated from Ateneo de Manila in 1963 with degree in
Bachelor of Arts degree in Econemics and holds MBA Major in Banking and Finance from University of
Pennsylvania, Wharton Graduate School.

Anthony Buvawe — He is concurrently the CFO of CEC, CEIC and the Figaroc Coffee Company. Prior joining the
Company, Mr. Buyawe was CFQ of ITP Technologies (2003-2005) and SMEDC {2008-2009) and Senior Director
of Ernst & Young (2005-2008). Mr. Buyawe obtained his BA degree from Unlversity of the Philippines and his
MBA from the Asian institute of Management,

Jerry Liu — He is concurrently the President/CEO 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.

Describe the Audit Committee’s responsibility relative to the external auditor.
The Audit Committee shall have the following responsibilities:

1. Assist the Board in the performance of its oversight responsibllity for the financial reporting process,
sysfem of internal control, audit process, and monitoring of compliance with applicable laws, rules and
regulations;

2 Provide oversight over Management’s activities in managing credit, market, liquidity, operational, legal
and other risks of the Company, including but not limited to regulor receipt from Management of
information on risk exposures and risk management activities;

3. Perform oversight functions over the Company’s internal and external auditors. It should ensure that the
internal and external ouditors act independent from each other, and that both auditors are given
unrestricted access to all records, properties and personnef to enable them to perform their respective
oudit functions;

4. Review the annual internal gudit plan to ensure its conformity with the objectives of the Company. The
plan shall include the audit scope, resources and budget necessary to implement it;

5. Prior to the commencement of the gudit, discuss with the external cuditor the nature, scope and expenses
of the audit, and ensure proper coordination if more than one audit firm is involved in the activity to

secure proper coverage and minimize duplication of efforts;

6. Organize an internal audit department, and consider the appointment of an Independent internal auditor
and the terms and conditions of its engagement and removal;
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7. Monitor and evaluate the adequacy and effectiveness of the Company’s internal control system, including
financial reporting controf and informuation technology security;

8. Review the reports submitted by the internal and external auditors;

9. Review the quarterly, semestral and annual financial statements befare their submission to the Board,
with particular focus on the following matters;

i, Any change in accounting policies and practices;

if.  Major judgment areas;

ifi. Significant adjustments resulting from the audit;

fv. Going concern assumptions;

v. Complionce with accounting standards; and

vi. Complionce with tax, legal and regulatory requirements.

10. Coordinate, monitor and facilitate compliance with laws, rules and regulations;

11, Evaluate and determine the non-qudit work, if any, of the external ouditor, ond review periodically the
non-gudit fees paid to the external auditor in relation to their significance to the total annual income of
the external auditor and to the Company’s overall consultancy expenses. The committee shall disalfow
any non-audit work that will confiict with his duties as on external auditor or may pose a threat to his
independence. The non-audit work, if allowed, should be disclosed in the Company’s annual report.

12. Estoblish and identify the reporting line of the internal auditor to enable him to properly fulfill his duties
and responsibilities. He shall functionally report directly to the Audit Committee.

13, The Audit Committee shall ensure that, in the performance of the work of the internal auditor, he shall be
free from interference by outside parties; and

14. To comply with all the duties and responsibilities prescribed by the SEC under applicable laws, rufes and
regulations.

(b) Nomination Committee

Chairman Martin Lorenzo 5-25-12 6

4 H7
Meamber {ED) Jerry Liu 5-25-12 6 6 1
Member (ED) Nicanor Lizares 5-25-12 6 5 83

{c) Remuneration Committee

Chairman Martin Lorenzo 5-25-12 6 4 .67

Member (ED) | Jerry Liu 5-25-12 6 6 1
Meamber (ED) Anthony Buyawe 5-25-12 6 6 1
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3)

4)

5)

Changes in Committee Members

Indicate any changes in committee membership that occurred during the year and the reason for the changes:

Executive
Audit —
Nomination NO CHANGES

Remuneration

Cthers (specify)

Work Done and Issugs Addressed

Describe the work done by each committee and the significant issues addressed during the year.

Executive

Audit

Assisted the Board in fulfilling its
oversight responsibilities for
financial reporting process, system
of internal control, audit process and
the company’s process for
monitoring compliance with laws
and regulations and the code of
conduct.

No material issues addressed

Nomination

Reviewed and evaluated the
qualifications of all persons
nominated to the Board as well as
those nominated to other positions
requiring the appointment by the
Board.

No material issues addressed

Remuneration

Provided a formal and transparent
procedure for developing a policy on
executive remuneration and for
fixing the remuneration of corporate
officers and directors

No material issues addressed

Others {specify)

Committee Program

Provide a list of programs that each committee plans to undertake to address relevant issues in the improvement
or enforcement of effective governance for the coming year.

Executive N/A N/A
Audit N/A N/A
Nomination N/A N/A
Remuneration N/A N/A
Others {specify) N/A N/A
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F. RISK MANAGEMENT SYSTEM

1)

2)

Disclose the following:

{a)
{b)

(c)
(d)

{e)

Qverall risk management philosophy of the company;
A statement that the directors have reviewed the effectiveness of the risk management system and
commenting on the adequacy thereof;

Period covered by the review;
How often the risk management system is reviewed and the directors’ criteria for assessing its effectiveness;

and

Where no review was conducted during the year, an explanation why not.

Risk management refers to comprehensive corporate actions or procedures taken to effectively manage risk and
allow the company to achieve its goals of sustainable growth and value creation.

Risk Policy

{a)

Company

Glve a general description of the company’s risk management policy, setting out and assessing the risk/s
covered by the system (ranked according to priority}, along with the objective behind the policy for each kind

of risk:

Financial / Commercial
Risk {foreign exchange,
interest rate, credit)

Foreign exchange risk is managed
by forward contracts negotiated
with banks. The positions subject
to exchange risk peso expenses of
the company, mainly direct labor
and utility charges.

Forward contracts are not
designated as hedging
instrurments as defined by |AS 39
although they are in place for the
purpose of managing risks.

Company policy is to maintain a
correct balance between fixed-
rate debt and floating-rate debt.

The Company has established a
credit risk management system
to ensure prompt and efficient
collection of trade and receivable
accounts.

Change in exchange rates will not
generate any significant effect on
the income statement.

Achieve low blended interest rate,

Ensure prompt and efficient
collection of trade and receivable
accounts.

Strategic Risk
{technology inflection,
change in customer
demand, competition,

industry volatility}

The Company monitors
technology trends and emerging
applications. The Company also
carries out continuous R&D on
new materials and packaging
applications. The Company
collaborates with key customers
on new generation of
semiconductor devices

Ensure that the Company's
products angd services are aligned
with market and customer
requirements, and provide a
distinct wvalue proposition to
customers

Operational Risk
{quality,  productivity,
value chain)

The Company carries out quality
assurance audits in all major
stages of the manufacturing

Achieve high-quality standards
and efficiency at the producticn
line. Ensure there Is no
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process. The Company monitors
compliance with various control
plans and documented
procedures, The Company
maintains at least three suppliers
for its major raw material
requirements.  The Company
monitors financial performance
on a weekly basis.

production downtime due to
material stock-out. Ensure
financial viability across the
revenue centers.

Compliance Risk (legal,
regulatory, code of
conduct}

The Company monitors strict
compliance with employment and
labor laws, statutory reporting
and filings, and adherence to code
of conduct.

Compliance with employment and
labor laws, statutory reporting
and filings, and adherence tc code
of conduct.

|

{b) Group

Give a general description of the Group’s risk management policy, setting out and assessing the risk/s covered
by the system (ranked according to priority}, along with the objective behind the policy for each kind of risk:

Same as above

(c) Minority Shareholders

Indicate the principal risk of the exercise of controlling shareholders’ voting power.

3) Control System Set Up

(a) Company

Briefly describe the control systems set up to assess, manage and control the main issue/s faced by the
company:

Please see discussion

on risk management

=
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G.

1)

2)

(b) Group

Briefly describe the control systems set up to assess, manage and control the main issue/s faced by the
company:

Please see discussion
on risk management

] _

{c} Commiitee

Identify the committee or any other body of corporate governance in charge of laying down and supervising
these control mechanisms, and give details of its functions:

Please see discussion
on risk management

INTERNAL AUDIT AND CONTROL

Internal Control System

Disclose the following information pertaining to the internal control system of the company:

{a) Explain how the Internal control system is defined for the company;
{b} A statement that the directors have reviewed the effectiveness of the internal control system and whether
they consider them effective and adequate;

(c) Period covered by the review;
(d) How often internal controls are reviewed and the directars’ criteria for assessing the effectiveness of the

internal control system; and
{e) Where no review was conducted during the year, an explanation why not.

internal control system is defined as o process, effected by the Company’s board of directors, management and
other personnel, designed to provide reasondble assurance regarding the uachievement of obfectives in the

following categories:

1. Effectiveness and efficiency of operations.
2. Reliability of financial reporting.
3. Compliance with applicable laws and regulations.

The first category pertain to the Company’s fundamental objectives, including performance and profitabifity goals -
and safequarding of assets. The second relates to ‘the preparation of comprehensive, accurate financial
statements, including selected financial dota derived from such statements, such as earnings releases, reported
publicly. The third deals with complying with laws and regulations.

Internal Audit

{a) Role, Scope and Internal Audit Function

Give a general description of the role, scope of internal audit work and other details of the internal audit
function.
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Various

- Performed in- Findings are
Process Audit house, by involved raised to QA
customer, end- Department;
customer and forwarded to
accrediting agency division involved;
findings and
T516949 Quality propose
Systems Standards | Systems Audit solutions
presented to
senior
management for
recommendation
and approval
Product Audit
Performed in- | N/A Findings
15014001 Process Audit house and by forwarded  to
government Quality Systems
agencies Department
Compliance  with | Performed in- Findings
Company policies | house and by forwarded to
and procedures, | professional CFO and CEO;
and whether such | services firm presented to the
internal audit compliance provide Board
. reasonable
{accounting)
assurance of
financial data
integrity, and
compliance  with
PFRS and PAS

{b} Do the appointment and/or removal of the Internal Auditor or the accounting fauditing firm or corporation to
which the internal audit function is cutsourced require the approval of the audit committee? Yes

{c) Discuss the internal auditor’s reparting relationship with the audit committee. Does the internal auditor have
direct and unfettered access to the board of directors and the audit committee and te all records, properties
and personnel? Yes

{d) 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 N/A

{e) Progress against Plans, Issues, Findings and Examination Trends

State the internal audit’s progress against plans, significant issues, significant findings and examination
trends.
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Internal audits are performed according to
schedule

No issues

No findings

No trends

[The relationship among progress, plans, issues and findings should be viewed as an internal control review
cycle which involves the following step-by-step activities:

1} Preparation of an audit plan inclusive of a timeline and milestones;

2) Conduct of examination based on the plan;

3) Evaluation of the progress In the implementation of the plan;

4) Documentation of issues and findings as a result of the examination;

5} Determination of the pervasive issues and findings (“examfnation trends”) based on single year

result and/or year-to-year results;
6) Conduct of the foregoing procedures on a regular basis.]

(f) Audit Control Palicies and Procedures

Disclose all internal audit controls, policies and procedures that have been established by the company and
the result of an assessment as to whether the established controls, policies and procedures have been
implemented under the column “Implementation.”

Company accounting system is a set of records
and the procedures and equipment used to
perform accounting functions. Manual systems
consist of journals and ledgers on paper.
Computerized accounting systems consist of
accounting software, computer files, and related
peripheral equipment such as computer
hardware, printers, modems, etc.

Regardiess of the system, the function of
accountants include:

(1) recording, classifying, and summarizing
measuring economic events;

{2) recording, classifying, and summarizing | Fully implemented
measurements;
(3) reporting economic events and

interpreting financial statements.

Both internal and external users tell accountants
of their information needs. The a&ccounting
system enables a company’s accounting staff to
supply relevant accounting information to meet
those needs. As internal and external users make
decisions that become economic events, the
cycle of information, decisions, and economic
events begin again.

® "|ssues” are compliance matters that arise from adopting different interpretations.
7 “Findings” are those with concrete basis under the company’s policies and rules.
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Policy on cash receipts

bl

Fully implemented

Pelicy on cash disbursements

Fully implemented

Policy on cash advances

Fully implemented

Policy on supplies and materials purchasing

Fully implemented

Policy on fixed assets

Fully implemented

Policy on accounts receivable

Fully implemented

Policy on accounts payable

Fully imptemented

Policy on payroll

Fully implemented

Recording of transactions

- Fully implemented

Journal voucher preparation

Fully implemented

Financial Reporting

Fully implernented

Reconciliation of bank accounts

Fully implemented

{8} Mechanisms and Safeguards

State the mechanism established by the company to safeguard the independence of the auditors, financial
analysts, investment banks and rating agencies {example, restrictions on trading in the company’s shares and
imposition of internal approval procedures for these transactions, limitation on the non-audit services that an
external auditor may provide to the company):

Observe independence of parties and carry aut transaction at arms-length basis

L

=

|

{(h) State the officers {preferably the Chairman and the CEQ) who will have to attest to the company’s full
compliance with the SEC Code of Corporate Governance. Such confirmation must state that all directors, officers
and employees of the company have been given proper instruction on their respective duties as mandated by

the Code and that internal mechanisms are in place to ensure that compliance.

H. ROLE OF STAKEHOLDERS

1)

Customers' welfare

.Proﬁidé'highé.st st'andard df quality '

Disclose the company’s policy and activities relative to the following:

to all customers

daily reports to customers

Daily quality and process reviews;

]

Supplier/contractor selection
practice

The Company observes a “supplier
qualification screening” process in
order to: (1) reduce the likelihood of
supplier non-performance,
such as late delivery, non-delivery, or
delivery of non-conforming (faulty)
goods, and (2) ensure that the
supplier will be a responsible and
responsive partner in the
day-to-day business relationship
with the buyer.

Reference check, financial status
check, quality check, ability to
meet specifications

Environmentally friendly value-
chain

Control operations in order to
minimize environmental pollution to
ensure the safety and health of
every employee

Control of hazardous waste
disposal; water conservation,
electricity conservation, efficient
raw materials utilization, 3 Rs
(reduce, re-use, recycle), proper
waste segregation, proper
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training of people, environmental
updates te all employees

Community interaction

Promote good relations with
communities through participation
in community upliftment programs
and hurmanitarian activities

Participation in community
upliftment programs and
humanitarian activities

Anti-corruption programmés and | awareness, detect potential
procedures? misconduct and maonitor compliance

We conduct periodic anti-bribery
audits of our business to raise overall

Periodic audits, monitoring

with anti-corruption laws and
Company policy

o t h
Safeguarding creditors’ rights and performance reliability update. onthe (;ompa_any 5
operating and financial
Maintain fairness, truthfulness, performance {with the banks)

Foster long-term relationship with
suppliers to achieve quality,
competitiveness, process efficiency Timely settlement of payables,

integrity and transparency in
businass dealings with creditors

2)

3)

4)

Does the company have a separate corporate responsibility (CR} report/section or sustainabiiity report/section?
Yes

Performance-enhancing mechanisms for employee participation.

{a) What are the company’s palicy for its employees’ safety, health, and welfare?
The Company maintains and updates comprehensive Occupational Safety and Health Procedures.
{b) Show data relating to health, safety and welfare of its employees.
In 2012 the Company had one minor work-related accident.
{c) State the company’s training and development programmes for its employees. Show the data.

The Company conducts regufar training for all production and support departments. The Company also sends key
personnel to external training programs on o regular basis.

{d) State the company's reward/compensation policy that accounts for the parformance of the company beyond
short-term financial measures

What are the company’s procedures for handling complaints by employees concerning illegal (including
corruption) and unethical behaviour? Explain how employees are protected from retaliation.

Company employee can file their report through (a) the Company's Compliance and Fraud Hotling, (b) the Human
Resource Director (c) the CFO, or {d) Chairman of the Audit Committee of the Board of Directors. Any report
received through the Hotline will be forwarded to the appropriate party, which would be either the Human
Resource Director, the CFO or the Chairman of the Audit Committee. Any report received by a Company officer,
director, or employee from a non-Company source should be immediately forwarded to The Hotline.

Retaliation against any employee that files a report or complaint under this policy is strictly prohibited. Employees
determined to have engaged in retaliatory behaviar or whao fail to maintain an employee's anonymity if requested
may be subject to discipline, which could include termination of employment, Any employee who feels that he or
she has been subjected to any behavior that violates this policy should immediately report such behavior to his or
her supervisor, Human Resources Director, the CFQ, or the Director Chairman of the Audit Committee. Please
note however, that employees who knowingly file misleading or false reports, or without a reasonable belief as to
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truth or accuracy, will not be protected by this policy and may be subject to discipling, including termination of
employment.

. DISCLOSURE AND TRANSPARENCY

1} Ownership Structure

(a) Holding 5% shareholding or more

The corporation is not aware of any person holding more than 5% of the commeon shares of the
corporation under @ voting trust or similar agreement as there has been no voting trust agreement
which hos been filed with the corporation and the Securities and Exchange Commission

N/A N/A N/A N/A

N/A N/A N/A N/A

N/A N/A N/A N/A

N/A N/A N/A N/A

N/A N/A N/A N/A
TOTAL

2) Does the Annual Report disclose the following:

Key risks —| YES
Corporate objectives YES
Financial performance indicators YES
Non-financiai performance indicators YES
Dividend policy YES
Details of whistle-blowing policy NO
Biographical details {at least age, qualifications, date of first appointment, relevant experience, and any other YES
directorships of listed companies) of directors/commissioners

Training and/or continuing education programme attended by each director/commissioner YES
Number of board of directors/commissicners meetings held during the year YES
Attendance details of each director/commissioner in respect of meetings held YES
Detalls of remuneration of the CEQ and each member of the board 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 information required in SEC Form 17-A

3) External Auditor's fee

37



Sycip Gorres Velayo & Co., Php 550,00.00

4) Medium of Communication
List down the mode/s of communication that the company is using for disseminating information.

Shareholders are provided through public records, communication media, and the Company’s website, the
disclosures, announcements and reports filed with the SEC, PSE and other regulating agencies.

5) Date of release of audited financial report: Aprif 2, 2013
6) Company Website

Does the company have a wehsite disclosing up-to-date information about the following?

Business operations Yes
- Financial statements/reports (current and prior years) Yes
Materials provided in brlefings to analysts and media Yes
Shareholding structure . Yes
Group corperate structure Yes
Dewnloadable annual report Yes
Notice of AGM and/cr EGM Yes
Company's constituticn {company's by-laws, memorandum and articles of association} Yes

Corporate website is being upgraded to further enhance contents.

7) Disclosure of RPT

None LNone ‘Ene None
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1)

When RPTs are involved, what processes are in place to address them in the manner that will safeguard the
interest of the company and in particutar of its minority shareholders and other stakehclders?

The Company has no knowledge of any related-party transactions in 2012.

RIGHTS OF STOCKHOLDERS
Right to participate effectively in and vote in Annual/Special Stockholders’ Meetings

{a) Quorum

Give details on the quorum required to convene the Annual/Special Stockholders’ Meeting as set forth in its
By-laws.

Majority of the number of directors
Quorum Required as fixed in the Articles of
Incorporation

(b) System Used to Approve Corporate Acts

Explain the system used to approve corporate acts.

| Viva voce voting

During Stockholders’ meetings, a stockhelder may vote in person or by
proxy. During Board Meetings, members of the Board may approve
torporate acts through viva voce voting.

{€) Stockholders’ Rights

List any Stockholders’ Rights concerning Annual/Special Stockholders” Meeting that differ from those laid
down in the Corporation Code,

; stockholders’ Rights under Stockholders’ Rights not in %
The Corporation Code The Corporation Code
NA NA
NA NA |
NA . NA |

Dividends

Declaration Date Record Date

Paynlg!i'g Date .

13 March 2012 25 March 2012 25 April 2012
13 March 2012 8 June 2012 29 June 2012 )
14 September 2012 21 December 2012 10 January.2013 }

(d} Stockholders’ Participation

1. State, if any, the measures adopted to promote stockholder participation in the Annual/Special
Stockholders’ Meeting, including the procedure on how stockholders and other parties interested may
communicate directly with the Chairman of the Board, Individual directors or beard committees. Include
in the discussion the steps the Board has taken to solicit and understand the views of the stockholders as
well as procedures for putting forward proposals at stockholders’ meetings.
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Measures Adopted Communication Procedure
NA NA
NA ~NA

2. State the company policy of asking shareholders to actively participate in corporate decisions regarding:
a. Amendments to the company's constitution — participation in stockholders’ meetings
b. Authorization of additional shares — participation in stockholders” meetings
¢. Transfer of all or substantially all assets, which in effect results in the sale of the company -
participation in stockholders’ meetings

3. Does the company observe a minimum of 21 business days for giving out of notices to the AGM where
Items to be resolved by shareholders are taken up? YES

a. Date of sending out notices: 3 April 2012
b. Date of the Annual/Special Stockholders’ Meeting: 25 May 2012

a. State, if any, questions and answers during the Annual/Special Stockholders’ Meeting.

5. Result of Annual/Special Stackholders’ Meeting’s Resclutions

Resclution Aporoving Dissanting Abstaining

Approval of Daclaration
of Stock Dividends
Amendment 1o By-
Laws to Change Date of
Annual Stockholders’
Mesting

Ratification of Ali Acts
cf the Board and 92.56% NA NA

Management

92.56%

92.56% NA NA

6. Date of publishing of the result of the votes taken during the most recent AGM for all resolutions:
25 May 2012

{e} Modifications

State, if any, the modifications made in the Annual/Special Stockholders’ Meeting regulations during the most
recent year and the reason for such modification:

Madifications Reé::n for M'p‘dificati;i 3 ]
NA NA ‘
NA NA
NA NA

{f) Stockholders’ Attendance

(i) Details of Attendance in the Arnual/Special Stockhclders’ Meeting Held:

Names of Board

Date of
Meeti

Nicanor Lizares
Anthony Buyawe
Jorge Aguilar

| 25 May 2012
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Martin Lorenzo
Tadeo Hilado
Brian Gregory Liu
Michael Liu

lerry Liu

Michael Liu 7
Special § Brian Gregory Liu | December Viva voce 0.05% 99.95% 72.19%
Anthony Buyawe | 2013
Jorge Aguilar

(i) Does the company appoint an independent party (inspectors} to count and/or validate the votes at the
ASM/SSMis? No

{ii) Do the company’s common shares carry one vote for one share? If not, disclose and give reasons for any
divergence to this standard. Where the company has mere than one class of shares, describe the voting
rights attached to each class of shares. Yes

(g) Proxy Voting Policies

State the policies followed by the company regarding proxy voting in the Annual/Special Stockholders'
Meeting.

Company’s Policies

Proxies shall be made in writing, signed and in accordance
Execution and acceptance of proxies | with the existing laws, rules and regulations of the Securities
and Exchange Commission.

Notary Unless required, proxy form may not be notarized.

: Duly accomplished proxies must be submitted to the office of
Submission of Proxy the Corporate Secretary not later than seven (7) days prior to
the date of stockholders’ meeting for proxy validation,

Several Proxies Same procedure as above,
Unless otherwise provided in the proxy, it shall be valid only
Validity of Proxy for the meeting at which it has been prasented to the
Secretary.

Proxies executed abroad shall be duly authenticated by the
Philippine Embassy or Consular Office. ‘
Proxies which are not properly executed shall be considered
void and shall not be considered in the counting of votes.
Validation of proxies shall be held at the date, time and place
as may be stated in the Notice of the stockholders’ meeting
which in no case shall be less than five {5) calendar days priar
to the date of stockholders meeting.

Proxies executed abroad

Invalidated Proxy

Validation of Proxy

Violation of Proxy Shall render such proxy void.

{h} Sending of Notices

State the company’s policies and procedure on the sending of notices of Annual/Special Stockholders’
Meeting.

m——

Policies )

rocedure

Notices for regular or special meetings of
stockholders may be sent by the Secretary by
personal delivery, by ordinary or registered mail,
by facsimile, by electronic mail or by publication

The notice shall state the place, date and hour of
the meeting, and the purpose or purposes for
which the meeting is called.
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in newspapers of general circulation published in
Metro Manila, at least 2 weeks prior to the date
of the meeting to each stockholder of record at
his last known address.

iy Definitive Information Statements and Management Report

Number of Stockholders entitled to receive
Definitive Information Statements and
Management Report and Other Materials
Date of Actual Distribution of Definitive
information Statement and Management Report
and Other Materials held by market
participants/certain beneficial owners
Date of Actual Distributicn of Definitive
-Information Statement and Management Report 3 3 April 2012
-and Other Materials held by stockholders ‘
State whether CD format or hard copies were
distributed

If yes, indicate whether requesting stockholders
' were provided hard copies

(i} Doesthe Notice of Annual/Special Stockholders’ Meeting include the foliowing:

]

Each resolution to be taken up deals with only one item. YES

m)files of directars (at least age, qualification, date of first appointment,
experience, and directorships in other listed companies) nominated for YES
election/re-election.

The auditors to be appointed or re-appointed. YES
mexplanation of the dividend policy, if any dividend is to be declared. YES
The amount payable for final dividends. YES
Documents required for proxy vote. YES

Should any of the foregoing information be not disclosed, please indicate the reason thereto.

Treatment of Minority Stockholders

{a) state the company’s policies with respect to the treatment of minority stockholders.

NA NA
NA NA
NA NA
NA NA

{b) Do minority stockhclders have a right to nominate candidates for board of directors? Yes
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1)

2)

3)

INVESTORS RELATIONS PROGRAM

Discuss the company’s external and internal communications policies and how frequently they are reviewed,
Disclose who reviews and approves major company announcemiegnts. Identify the committee with this
responsibility, if it has been assigned to a committee.

There is an Investor Relations Officer within the Company, which shall be tasked with -
1. Creation and implementation of an investor relations program that reaches out to all shareholders and
fully informs them of corporate activities;
2. Formulation of a clear policy on communicating or relating relevant information to Company
stakeholders and to the broader investor community accurately, effectively and sufficiently;
3. Preparation of disclosure documents to the SEC and the Philippine Stock Exchange, and

The Investor Relations Officer reports to the Chief Financial Officer who shall oversee all reporting and
disclosures to the SEC and PSE,

Describe the company’s investor relations program including its communications strategy to promote effective
communication with its sto¢kholders, other stakeholders and the public in general. Disclose the contact details
{e.g. telephone, fax and emall} of the officer responsible for investor relations.

(1) Objectives Accurately and effectively communicate major corporate news
. {eg financia! performance, new customers, expansion)

(2) Principles Timeliness, truthfulness and transparency

(3) Modes of Communications Press releases, interviews

(4) Investors Relations Officer Anthony Buyawe / Sheerly Salazar

What are the company’s rules and procedures governing the acquisition of corporate control in the capital
markets, and extraordinary transactions such as mergers, and sales of substantial portions of corporate assets?

{1) Thorough assessment and due diligence, (2) Board approval of transaction value and structure, (3} obtain
requlatory approvals, (4) disclosure of transaction

Name of the independent party the board of directors of the company appointed to evaluate the fairness of the
transaction price.

The Company uses several financlal advisors depending on the nature and requirements of the transaction.

CORPORATE SOCIAL RESPONSIBILITY INITIATIVES

Discuss any initiative undertaken or proposed to be undertaken by the company.

Tree planting Community
River cleaning Community
Ald to typhoon victims Typhoon victims

BOARD, DIRECTOR, COMMITTEE AND CEQ APPRAISAL

Disclose the process followed and criteria used in assessing the annual performance of the board and its
committees, individual director, and the CEOQ/President.
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Board of Directors

Self Evaluation, By shareholders
at annual and special meeting
of stockholders

Financial Performance, Good
Corporate Governance

Board Committees

Self Evaluation

Performance of responsibilities

Individual Directors

Self Evaluation

Performance of responsibilities

CEQ/President

Board evaluation

Accomplishment of previously
set goals, strategies and targets

INTERNAL BREACHES AND SANCTIONS

Discuss the internal policies on sanctions Imposed for any violation or breach of the corporate governance manual
Involving directors, officers, management and employees

First Violation

Subject person shall be reprimanded

Second violation

Suspension from the office shall be imposed.

Third Violation

Removal from office shall be imposed.
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INDEPENDENT AUDITORS’ REPORT

The Stockholders and the Board of Directors
Cirtek Holdings Philippines Corporation
116 East Main Avenue

Phase V-SEZ

Laguna Technopark

Bifian, Laguna

We have audited the accompanying consolidated financial statements of Cirtek Holdings Philippines
Corporation and Subsidiaries, which comprise the consolidated balance sheets as at

December 31, 2014 and 2013, and the consolidated statements of comprehensive income, statements
of changes in equity and statements of cash flows for each of the three years in the period ended
December 31, 20144, and a summary of significant accounting policies and other explanatory
information, '

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consoiidated financial
statements in accordance with Philippine Financial Reporting Standards, 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.

Auditors’ Responsibility -

Our responsibility is to express an opinion on these consolidated financial statements based on our
audits. We conducted our audits in accordance with Philippine Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement. :

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consclidated financial statements,
whether due to fraud or error, In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements 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 entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accouniting
estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evi h i i i i vi i
eve the it evidence we have obt%E%@sT%%ﬁg@ﬁgg appropriate to provide a basis for
our audit opinion, 8% ¥ R
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of Cirtek Holdings Philippines Corporation and Subsidiaries as at

December 31, 2014 and 2013, and their financial performance and their cash flows for each of the
three years in the period ended December 31, 2014 in accordance with Philippine Financial Reporting
Standards.

SYCIP GORRES VELAYO & CO.

W%AM, L

Ladislao Z. Avila, Jr.

Partner ; ‘

CPA Certificate No. 69099

-SEC Accreditation No, 0111-AR-3 (Group A),
January 18, 2013, valid until January 17, 2016

Tax Identification No, 109-247-891

BIR Accreditation No. 08-001998-43-2013,
February 27, 2015, valid until February 26, 2018

PTR No. 4751254, January 5, 2015, Makati City

April 10,2015



CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBéIDIA :

f"".”*

CONSOLIDATED BALANCE SHEETS
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ASSETS '
Current Assets
Cash and cash equivalents (Note 5) $12,602,322 $7,023,747
Trade and other receivables (Note 6) 15,586,934 4,060,866
Inventories (Note 7) 10,768,681 7,534,619
Financial assct at fair value through profit or loss (Note 8) 701,747 8,055,039
Amounts owed by related parties (Note 6) 5,123,078 2,222,415
Held-to-maturity investments (Note 10) 114,341 -
Qther current assets (Note 9) 1,871,111 1,801,286
46,768,214 30,697,972
Noncurrent assets-held-for-sale (Note 11) 11,408,611 -
Total Current Assets 58,176,825 30,697,972
Noncurrent Assets
Property, plant and equipment (Note 11) 17,015,168 15,783,581
Held-to-maturity investments (Note 10) 1,073,789 -
Deferred income tax asset (Note 22) 186,579 83,754
Qther noncurrent assets (Note 12) 962,504 687,748
Total Noncurrent Assets 19,238,040 16,555,083
TOTAL ASSETS $77,414,865 $47,253,055
LIABILITIES AND EQUITY
Current Liabilities -
Trade and other payables (Note 13) $9,434,272 $4,383,654
Short-term loan (Note 14) 2,100,000 200,000
Long-term debt - current portion and net of deferred
financing costs (Note 15) 3,412,079 964,977
Amounts owed to related parties (Note 16) 470,147 447,420
Deferred revenues 405,144 -
Income tax payable 349,237 58,210
Provision for warranty 148,954 -
Derivative liability (Note 25) 40,836 102,090
Total Current Liabilities 16,360,669 6,156,351
Noncurrent Liabilities
Long-term debt - net of current portion and deferred
financing costs (Note 15) 23,752,534 8,684,679
Retirement benefit obligation (Note 20) 1,645,787 1,881,835
Total Noncurrent Llabilltles 25,398,321 10,566,514
Total Liabilities 41,758,990 16,722,865
Equity
Capital stock (Note 27) 7,893,134 6,559,066
Additional paid-in capital 4,733, 511 4,733,511
Equity reserve 3

Other comprehensive income
Retained earnings (Note 27)

Total Equity

TOTAL LIABILITIES AND EQUITY

Ryma !'LORENDO N

See accompanying Notes to Consolidated Financial Statements.

RCO - Santa Rosa Gty
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

2014 2013 2012
NET SALES $51,792,081 $43,984,426 $40,631,136
COST OF SALES (Note 17) (44,251,335) (35,476,436) (33,790,977)
- GROSS PROFIT 7,540,746 8,507,990 6,840,159
OPERATING EXPENSES (Note 18) (3,328,456) (2,432,700 (2,378,331)
FINANCIAL INCOME (EXPENSES) :
Interest income ‘ 31,704 118,370 123,117
Interest expense (551,334} (403,450) (182,980}
(519,630) (285,080) (59,863)
OTHER INCOME (CHARGES) (Note 21) 2,928,008 (893,555) 160,008
INCOME BEFORE INCOME TAX 6,620,608 4,896,655 4,561,973
PROVISION FOR (BENLEFIT FROM)
INCOME TAX (Note 22)
Current 202,011 190,813 215,287
Deferred (123,035) 69,006 (60,479)
78,976 259,819 154,808
NET INCOME 6,541,692 - 4,636,836 4,407,165
OTHER COMPREHENSIVE INCOME
Other comprehensive income (loss) not to be
reclassified to profit or loss in subsequent
periods:
Re-measurement gain (loss) on retirement
benefit, net of deferred tax 383,993 131,779 (98,193)
TOTAL COMPREHENSIVE INCOME $6,925,685  $4,768,615 $4,208,972
Earnings Per Share
Basic and diluted - as restated (Note 23) 30.020 $0.014 $0.018

See accompanying Notes to Consoltdated Financial Statements.
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUI'TY
FOR THE YEARS ENDED DECEMBER 31,2014, 2013 AND 2012

Cap1ta1 Stock

Undistributed ’ Other Retained
Stock Dividends Additional Comprehensive Eamings
Issued (Note 7)  Paid-in Capital  Equity Reserve Income {Note 7} Total
Balances at January |, 2011 $3,720,358 $- $4,733,511 $4,138375 . . $11,530,296 $24,122,510
Net income for the year ’ — = — - . - 4,407,165 4,407,165
Other comprehensive loss — — — — {198,193) — {198,193)
Total cornprchenswe income (loss) i = —- — - ~(198,193) 4,407,165 4,208,972
Cash dividends declared at $0.004933 per share (Note 7) — - — = - (800,000) “{800,000)
_ Stock dividends (Note 7) _ 740,538 950,847 L - - —  (1,691385) : -
Balances at December 31, 2012 B $4,1460.896 $950,847 $4,733,511 $4,138,375 ($198,193) $13.446,076 $27,531,512
Balances ot Japuary 1, 2013 - : ’ $4.460,896 $950,847 $4,733,511 $4.138.375 ($108.193)  $13,446076 $27,531,512
Net income for the year ) ' — — - ’ - - 4,636,836 4,636,836
Other comprehensive income - ] — ) — ' C - — 131,779 - 131,779 -
Total comprehensive income i — - .- - 131,779 4,636,836 4,768,615
Issuance of undistributed stock dividends 950,847 (950,847) ' - -~ - - -
Cash dividends declared at $0.004796 per share (Note 7) — - - - - (1,119,937) (1,115,937)
Stock dividends during the year (Note 7) 1,147,323 - - - ' - (1,147,323} ’ -
Cash dividends declared at $0.00232 per share (Note 7) - — ' — - (650,000) (650,000)
Balances at December 31, 2013 $6,559,066 3 $4,733,511 $4,138,375 (566,414) $15,165,652 $30,530,190
: January 1, 2014 $6,559;066 $— $4,733,511 $4,138,375 ($66,414) $15,165,652 $30,530,190
- %m&fﬂr the year ) — - - - — 6,541,692 6,541,692
£ ther comﬁ’ralcnswe income — - - - 383,993 — 383,993
z 4 otﬂmom@ehgswc inceme ' — - - - 383,993 6,541,692 6,925,685
o H divid L{s*dcciarcd at § 0.004282 per share (Note 7) — - - - — {1,200,000) (1,2060,000)
;3 c&dwx?l urmg the year (Noie 7) 644,803 689,265 - — - (1,334,068) -
% hggv;dglgﬁecla:ed at § 0.002141 per share (Note 7) — — — - - (600,000) (600,000)
m alaﬁEs at ﬁ%@smber 31,2014 $7.203,869 - $689,265 $4.,733.511 -$4,138. 375 $317,579 $18,573,276 . $35,655,875

Z O%co

%{@ng Notes to Consolidated F manc:al Statements.
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31

2014 2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax $6,620,668 $4,896,655 $4,561,973
Adjustments for:
Depreciation and amortization (Note 11). 2,960,520 2,309,774 3,037,385
Interest expense (Notes 14 and [5) 541,334 403,450 182,980
Excess of the fair value of net assets acquired over the
aggregate consideration transferred (Note 4) (2,573,837) - -
Net unrealized foreign exchange losses (gains) (61,768) 22,879 149,221
[nterest income (Note 5) (31,704) (118,370) {123,117}
Change in fair value of financial asset at FVPL (Note 8) - (33472) -
Mark-to-market loss on forward contracts - 102,090 9,480
Qperating income before working cepital changes 7,405,213 7,583,006 7,817,922
Decrease (increase) in: .
Inventories 3,414,890 41,504 2,232,592y
Trade and other receivables (6,642,564 1,004,963 (403,415)
Other current assets 107,365 (39,910) (82,560)
Increase (decrease) in:
Trade and other payables (201,197) (100,125) (718,351)
Retirement benefit obligation (Note 20) (242,529} 262,301 215,925
Net cash generated from operations - 3,841,378 8,731,739 4,596,920
Interest received 31,704 70,446 117,436
Income taxes paid (22,004) (197,685) (185,346)
Net cash flows from operating activities 3,851,078 8,604,500 4,529,019
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from (investment in) financial asset at FVPL . 7.353,292 (8,021,567) -
Acquisitions of property, plant and equipment (Note 11) (1,860,794) (3,474,172) (3,366,817)
Net payment for the acquisition of REMEC entities (7,173,916) - -
Decrease (increase) in other noncurrent assets 39,231 (163,006)
Net cash flows used in investing activities (1,642,197) {11,495,739) (3,529,823}
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from availment of;
Short-term loan (Note 14) 3,300,000 400,000 1,560,000 -
Long-term debt (Note 15) 14,000,000 - 10,000,000
Transaction costs from availment of ]{)ng-term debt (Notc 15) - - (152,650)
Payments of.
Cash dividends (1,800,000) (1,769,937) (3,608,003)
Interest (Note 13) {415,198) (3t17,774) (100,504}
Long-term loan (3,495,131) - (613,200
Shart-term loan (Note 4) (1,100,000} {200,000 (1,500,000}
Net cash settlement on forward contracts - (482,073) -
Net movement in amounts owed by and owed to related parties (3,169,115) (115,742) . 42,637 -
Net cash flows from {used in) financing activities 3,320,556 {3,098,726) 5,181,480
NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS . 5,529,437 (5,989,9a3) 7,180,676
EFFECT OF EXCHANGE RATE CHANGES ON CASH '
AND CASH EQUIVALENTS 49,138 (97,250) {47,963)
CASH AND CASH EQUIVALENTS AT :
BEGINNING OF YEAR 7,023,747 13,116,962 5,978,24¢
Bk - RDO - &7
CASH AND CASH EQUIVALENTS AT COLLECTION SECTION
END OF YEAR (Note 35) $12,602,322 i i T KR g

See accompanying Notes to Consolidated Financial Siatements.
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1, Corporate Information

- Cirtek Holdings Philippines Corporation (CHPC or the Parent Company) was incorporated unde1
the laws of the Republic of the Philippines on February 10, 2011 (o invest in, purchase or acquire
personal property of every kind, including shares of stocks, bonds, debentures, notes, evidences of
indebtedness, and other securities.

On March 1, 2011, the Parent Company acquired from Cirtek Holdings, Inc. (CHI) 155,511,952
common shares of Cirtek Electronics Corporation (CEC), and 50,000 shares of Cirtek Electronics
International Corporation (CEIC), representing {00% 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, Accordingly, all financial information
for the periods prior to the effectivity of the combination were restated as if the Parent Company,
CEC and CEIC {collectively referred to as “the Group”) had always been combined but depending
on whether these entities were under commeon control for the periods presented.

The Group is primarily engaged in the manufacture and sale of semiconductor packages as an
independent subcontractor for cutsourced 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 was listed with the Philippine Stock Exchange on November 18, 2011,

The Parent Company’s registered address is 116 East Main Avenue Phase V-SEZ, Laguna
Technopark, Biftan, Laguna, Philippines.

Business Acquisition
On July 23, 2014, CEIC (the Buyer) entered into a Share Purchase Agreement (SPA) with Remec
Broadband Wireless Holdings, Inc (RBWHI; the Seller) and Remec Broadband Wireless

International, Inc. (the Philippine Branch) wherein RBWHI agreed to sell all of its issued and
outstanding ordinary share (5,000 _ordihat‘y shares at US§$ 1.00 each at par value) to CEIC.

The closing date of the transactions is effective July 30, 2014 (see Note 4),

Issuance of financial statements

The consolidated financial statements of the Group as at December 31, 2014 and 2013 and for

each of the three years in the period ended December 31, 2014 were approved and autherized for

issue by the Board of Directors (BOD) on April 10, 201 5
’ BIR . rD
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2. Basis of Presentation, Statement of Compliance and Summary of Sighificant Accounting -
Policies :

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 (FVPL) which are
carried at fair value. The consolidated financial statements are presented in United States (US)
dollars (3), which is the Group’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). PFRS includes statements named PFRS and
Philippine Accounting Standards (PAS), including Philippine Interpretations from the
International Financial Reporting Interpretations Committee (IFRIC) interpretations issued by the
Philippine Financial Reporting Standards Council (FRSC).

Basis of Consolidation
The consolidated financial statements comprise the financial statements of the Parent Company

and its subsidiaries as at December 31,2014 and 2013 (sce Notes 1 and 4):

Country of Incorporation Percentage of Ownership
2014 2013-
: Direct Indirect  Direct Indirect
CEC © . Philippines - 100 - 100 -
British Virgin Islands ' 100 =
CEIC o BV 100 -

RBWHI - British Virgin slands - 100 - -

RBWII - Philippine
Branch - Philippines - 100 -

RBWRP Philippines - 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:

s Power over the investee (i.e. existing rights that give it the current ability to direct the relevant

activities of the investee); 7 ‘
¢ Exposure, or rights, to variable returns from its involvement 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
. congiders 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 investes
» Rights arising from other contractual arrangements
¢ The Group’s voting rights and potential voting rights

(BN IR
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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, Consclidation 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 statements 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 compoenent 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 financial statements of subsidiaries t¢ bring their accounting palicies 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:

s Derecognises the assets (including goodwill) and liabilities of the subsidiary

Derecognises the carrying amount of any non-controlling interests

Derecognises the cumulative translation differences récorded in equity

Recognises the fair value of the consideration received

Recognises the fair value of any investment retained

Recognises any surplus or deficit in profit or loss

Reclassifies the parent’s share of components previously recognised 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 thete are group reorganizations and business combinations in which all the combining
entities within the Group are ultimately controlled by the same ultimate parent (i.c., controlling
- shareholders) before and after the business combination and the control is not transifory (business

combinations under common control), the Group accounts for such group rearganizations 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 for as an equity transaction, i.e., as either a

contribution or distribution of equity. Further, when a subsidiaryis 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 equity transaction.

The Group records the difference as equity reserve and is presented as a separaté 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.

Subsidiaries are entities over which the Company has the power to govern the financial and
operating policies generally accompanying a shareholding of more than one half of the voting
rights. The existence and effect of potential voting rights that are currently exercisable or
convertible are considered when assessing whether the Company controls another entity.
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4.

Changes in Accounting Peolicies and Disclosures

The Group applied for the first time certain standards and amendments, which are effective for
annual periods beginning on or after January 1, 2014,

The nature and impact of each new standard and amendment is described below:

New and Amended S tafrdards and [ntemremtzons and Improved PFRS Adopied in Calendar Year

2014

The accounting policies adopted are con31stent with those of the previous financial year, except for
the adoption of the following new and amended standards and Philippine Inferpretations from
TFRIC and improved PFRS which the Group has adopted starting January 1, 2014, Unless
otherwise indicated, the adoption did not have any significant impact on the consolidated financial

statements of the Group.

Investment Fntities (Amendments to PFRS 10, Consolidated Financial Statements, PFRS 12,

Disclosure of Interests in Other Entities, and PAS 27, Separate Financial Statements)
These amendments provide an exception to the consolidation requirement for entities that
meet the definition of an investment entity under PFRS 10. The exception to consolidation
requires investment entities to account for subsidiaries at fair value through profit or loss. The
amendments must be applied retrospectively, subject to certain transition relief,

PAS 32, Financial Instruments: Presentation - Offsetting Financial Assets and Financial
Liabilities (Amendments) ! :

These amendments clarify the meaning of ‘currently has a legally enforceable right to set-off

and the criteria for non-simultaneous settlement mechanisms of clearing houses to qualify for

offsetting and are applied retrospectively.

PAS 39, Financial Instruments; Recognition and Measurement - Novation of Derivatives and

Continnation of Hedge dccomnting (Amendmens)

 These amendments provide relief fiom discontinuing hedge accounting when novation ofa

derivative designated as a hedging instrument meets certain criteria and retrospectwe
application is requ;red

PAS 36, Impairment of Assets - Recoverable Amount Disclosures for Non-Financial Assets
{Amendments) ‘

These amendments remove the unintended consequences of PFRS 13, Fair Value

Measurement, on the disclosures required under PAS 36. In addition, these amendments

require disclosure of the recoverable amounts for assets or cash-generating units {CGUs) for

which impairment loss has been recognized or reversed during the period,

Philippine Interpretation IFRIC 21, Levies (IFRIC 21)

IFRIC 21 ¢larifies that an entity recognizes a liability for a levy when the activity that triggers
payment, as identified by the relevant legislation, occurs. For a levy that is triggered upon
reaching a minimum threshold, the interpretation clarifies that no liability should be
anticipated before the specified minimum threshold is reached. Retrospective application is
required for IFRIC 21..

Annual Improvements to PFRSs (2010-2012 cycle)

In the 2010 - 2012 annual improvements cycle, seven amendments to six standards were
issued, which included an amendment to FFRS 13, Fair Falue Measurement, The amendment
to PFRS 13 is effective immediately and it clarifies that shori-term receivables and payables

NN AT
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with no stated interest rates can be measured at invoice amounts when the effect of
discounting is immaterial. ‘

Annual Improvements to PFRSs (20112013 cycle)
In the 2021 - 2013 annual improvements cycle, four amendments te four standards were

_ issued, which ihcluded an amendment to PFRS 1, First-time Adoption of Philippine Financial

Reporting Standards-First-time Adoption of PFRS. The amendment to PFRS 1 is effective
immediately. It clarifies that an entity may choose to apply either a current standard or a new
standard that is not yet mandatory, but permits early application provided either standard is
applied consistently throughout the penods presented in the entity’s first PFRS financial
statements.

New Accounting Standards, Interpretations and Amendments to Existing Standards Effeciive

Subsequent to December 31, 2014

‘The Group will adopt the following standards and interpretations when these become effective.

Except as otherwise indicated, the Group does not expect the adoption of these new standards and
interpretations to have any significant impact on the consolidated financial statements.

PFRS 9, Financial Instruments - Classification and Measurement (2010 version)
PFRS 9 (2010 version) reflects the first phase on the replacement of PAS 39 and applios to thé
classification and measurement of financial assets and liabilities as defined in PAS 39, o
Financial Instruments: Recognition and Measurement. PFRS 9 requires all financial assets to
be measured at fair value at initial recognition. A debt financial asset may, if the fair value
option (FVO) is not invoked, be subsequently measured at amortized cost if it is held within a
business model that has the objective to hold the assets to collect the contractual cash flows
and its contractual terms give rise, on specified dates, to cash flows that are solely payments of
principal and interest on the principal outstanding. All other debt instruments are

subsequently measured at fair value through profit or loss. All equity financial assets are

measured at far value either through other comprehensive income (OCI) or profit or Joss,

Equity financial assets held for trading must be measured at fair value through profit or loss.
For FVO liabilities, the amount of change in the fair value of a liability that is attributable to
changes in credit risk must be presented in OCL, The remainder of the change in fair value is
presented in profit or foss, unless presentation of the fair value change in respect of the
liability’s credit risk in OCI would create or enlarge an accounting mismateh in profit or loss.
All other PAS 39 classification and measurement requirements for financial liabilities have
been carried forward into PFRS 9, including the embedded derivative separation rules and the
criteria for using the FVO. The adoption of the first phase of PFRS 9 will have an effect on
the classification and measurement of the Group’s financial assets, but will potentially have no
impact on the classification and measurement of financial liabilities.

PFRS 9 (2010 version) is-effective for annual periods beginning on or after January 1, 2015,
This mandatory adoption date was moved to January 1, 2018 when the final version of PFRS
9 was adopted by the FRSC. Such adoption, however, is still for approval by the Board of
Accountancy (BOA).

_Philippine Interpretation TFRIC 135, Agreeménrs Jor the Construction of Real Estate

This interpretation covers accounting for revenue and associated expenses by entities that
undertake the construction of real estate directly or through subcontractors. The SEC and the
FRSC have deferred the effectivity of this interpretation until the final Revenue standard is
issued by the JASB and an evaluation of the requirements of the final Revenue standard
against the practices of the Philippine real estate industry is completed. Adoption of the
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interpretation when it becomes effectwe will not have any impact on the consolidated
financial statements of the Group

Effective January 1, 2015

PAS 19, Employee Benefits - Defined Benefit Plans: Employee Contributions (Amendments)
PAS 19 requires an entity to consider contributions from empleyees or third parties when
accounting for defined benefit plans. Where the contributions are linked to service, they
should be attributed to periods of service as a negative benefit. These amendments clarify that,
if the amount of the contributions is independent of the number of years of service, an entity is
permitted to recognize such contributions as a reduction in the service cost in the period in
which the service is rendered, instead of allocating the contributions to the periods of service.
This amendment is effective for annual periods beginning on or after January 1, 2015, It is
not expected that this amendment would be relevant to the Group, since none of the entities
within the Group has defined beneﬁt plans with contributions from employees or third parties.

Annual Impr{)vements to PFRSs (2010 2012 cyc[e)

The Annual Improvements to PFRSs (2010-2012 cycle) are effective for annual per:ods
beginning on or after January 1, 2015 and are not expected to have a material impact on the
Group. They include:

o PERS 2, Share-based Payment - Definition of Vesting Condition
This improvement is applied prospectively and clarifies various issues relating to the
definitions of performance and service conditions which are vesting conditions, mcludmg
o A performance condition must contain a service condition
o A performance target must be met while the counterparty is rendering service
o A performance target may relate to the operations or activities of an entity, or to those

of another entity in the same group

o A performance condition may be a market or non-market condition
o Ifthe counterparty, regardless of the reason, ceases to provide service during the
vesting period, the service condition is not satisfied.

o PFRS 3, Business Combinations - Accounting for Contingent Consideration in a Business
Combination

The amendment is applied prospectively for business combinations for which the
acquisition date is on or after July 1, 2014, It clarifies that a contingent consideration that
is not classified as equity is subsequently measured at fair value through profit or loss
whether or not it falls within the scope of PAS 39, Financial Instruments. Recognition
and Measurement (or PFRS 9, Financial Instruments, if early adopted). The Group shall
consider this amendment for future business combinations. :

‘o PERS 8, Operating Segments - Aggregation of Operating Segments and Reconciliation of

the Total of the Reportable Segments’ Assets to the Entity’s Assels

The amendments -are applied retrospectively and clarify that;

o An entity must disclose the judgments made by management in applying the
"aggregation criteria in the standard, including a brief description of operating
segments that have been agpregated and the economic characteristics (e.g., sales and
gross margins) used to assess whether the segments are *similar’,

o The reconciliation of segment assets to total assets is only required to be disclosed if
the reconciliation is reported to the chief operating decision maker, similar to the
required disclosure for segment liabilities.
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e PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets - Revaluation
Method - Propof tionate Restatement of Accumulated Depreciation and Amortization
The amendment is applied retrospectively and clarifies in PAS 16 and PAS 38 that the
asset may be revalued by reference to the observable data on either the gross or the net
carrying amount. In addition, the accumulated depreciation or amortization is the
difference between the gross and carrying amounts of the asset.

» PAS 24, Related Party Disclosures - Key Management Personnel
The amendment is applied retrospectively and clarifies that a management entity, which is
an entity that provides key management personnel services, is a related party subject to the
related party disclosures. In addition, an entity that uses a management entity is required
to disclose the expenses incurred for management services.

Annual Improvements to PFRSs (2011-2013 cycle)

The Annual Improvements to PFRSs (2011-2013 cycle) are effectwe for annual periods
beginning on or after January 1, 2015 and are not expected to have a material impact on the
Group. They include:

o PFRS 3, Business Combinations - Scope Exceptions for Joint Arvangements
The amendment is applied prospectlvely and clarifies the following regarding the scope
exceptions within PFRS 3:
o Joint atrangements, not just Jomt ventures, are outside the scope of PFRS 3.
o This scope exception applies only to the accounting in the financial statements of the
joint arrangement itself,

» PFRS 13, Fair Value Measurement - Portfolio Exception
The amendment is applied prospectively and clarifies that the portfolio exception in PFRS

13 can be applicd not onty to financial assets and financial liabilitics, but also to other

confacts ithin e sope of PAS 9.

o PAS 40, Investment Property
The amendment is apphed prospectlvely and clarifies that PFRS 3, and not the description
of ancillary services in PAS 40, is used to determine if the transaction is the purchase of
an asset or business combination The description of ancillary services in PAS 40 only
differentiates between investment property and owner-occupied property (i.e., property,
plant and equipment).

Effective January f, 2016

PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets - Clarification of
Acceptable Methods of Depreciation and Amortization (Amendments)

The ameridments 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 aresult, a
revenue-based method cannot be used to depreciate property, plant and equipment and may
ounly be used in very limited circumstances to amortize intangible assets. The amendments are
effective prospectively for annual periods beginning on or after January 1, 2016, with early
adoption permitted. These amendments are not expected to have any impact to the Group
given that the Group has not used a revenue-based method to depreciate its non-current assets.



PAS 16 Property, Plant and Equipment, and PAS 41, Agrzculture Bearer Plants
(Amendments)
The amendments change the accounting reqmrements 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 either 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, dccounting for Government Grants and Disclosure of Governiment Assistance,
will apply. The amendments are retrospectively effective for annual periods beginning on or
after January 1, 2016, with early adoption permitted. These amendments are not expected to
have any impact to the Group as the Group does not have any bearer plants,

PAS 27, Separate Financial Statements Eqmzy Method in Separate Fmanctal Statements
(Amendments)
The amendments will allow entities to use the equity method to account for investments in
subsidiaries, joint ventures and associates in their separate finaricial 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. For first-time adopters of PFRS
electing to use the equity method in its separate financial statements, they will be required to
apply this method from the date of transition to PFRS. The amendments are effective for
annual periods beginning on or after Janvary 1, 2016, with early adoption permitted. These
amendments will not have any impact on the Group’s consolidated financial statements.

PFRS 10, Consolidated Financial Statements and PAS 28, Investments in Associates and Joint
Ventures - Sale or Contrzbutton of Assets between an Investor and its Associate or Joint

Venture

These amendments address an acknowledged mcons1stency between the requlrements in
PFRS 10 and those in PAS 28 (2011) in dealing with the sale or contribution of assefs between
an investor and its associate orjoint venture. The amendments require that a full gain or loss
is recognized when a transaction involves a business (whether it is housed in a subsidiary or
not). A partial gain or loss is recogmzed when a transaction involves assets that do not
constitute a business, even if these assets are housed in a subsidiary. These amendments are
effective from annual periods beginning on or after January 1, 2016.

PERS 11, Joint Arrangements - Accounting for Acquisitions of Interests in Joint Operations
{Amendments)
The amendments to PFRS 11 require that a joint operator accounting for the acquisition of an
interest in a joint operation, in which the activity of the joint operation constitutes a business
must 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 11 to specify that the
amendments do not apply when the parties sharing joint control, including the reporting entity,
are under cominon conirgl of the same ultimate controlling party.

The amendments apply to both the acqu:smon of the initial interest in a joint eperation and the
acquisition of any additional interests in the same joint operation and are prospectively
effective for annual periods beginning on or after January 1, 2016, with early adoption
permitted. These amendments are not expected to have any impact to the Group.
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PERS 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
account batances upon its first-time adoption of PFRS, Entities that adopt PFRS 14 must
present the regulatory deferral 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 profit or loss 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 financial statements, PFRS 14 is effective for annual periods beginning
on or after January 1, 2016. Smce the Group is an existing PFRS preparer, this standard
would not apply.

Annual Improvements to PFRSs (2012-2014 cycle)

The Annuval Improvements to PFRSs (2012-2014 cycie) are effective for annual periods
beginning o or after January 1, 201 6 and are not expected to have a material impact on the
Group. They molude

» PERS 5, Non-current Assets Held for Sale and Discontinued Operations - Changes in
. Methods of Dzsposa]

The amendment is applied prospectively and clarifies that changing from a dlsposal
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 {s a continuation of the originai plan,
There is, therefore, no interruption of the application of the requirements in PFRS 5. The
amendment also clarifies that changmg the disposal method does not change the date of
classification.

* PFRS 7, Financial Instruments: Disclosures - Servicing Contracts
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 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
invelvement will need to be done retrospectively. However, comparative disclosures are
not required to be provided for any period beginning before the annual period in which the
entity first applies the amendments.

o PFRS 7 - dApplicability of the Amendments fo PFRS 7 to Condensed Interzm 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 fecent annual report.

o PAS 19, Employee Benefits - regional market issue regarding discount rate
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.
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e PAS 34, Interim Financial Repor rmg dzscloa ure of information ‘clsewhere in the interim
Sfinancial report’
The ameéndment is applied retrospectwely 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),

Eﬁectiﬁe January 1, 2018

PFRS 9, Financial Instruments - Hedge Accounnng and amendments to PFRS 9, PFRS 7 and
PAS 39 (2013 version)
PFRS 9 (2013 version) already includes the third phase of the project to replace PAS 39 which
pertains t¢ hedge accounting. This version of PFRS 9 replaces the rules-based hedge
accounting model of PAS 39 with a more principles-based approach. Changes include
replacing the riles-based hedge effectiveness test with an objectives-based test that focuses on
the economic relationship between the hedged item and the hedging instrument, and the effect
of credit risk on that economic relationship; allowing risk components to be designated as the
hedged item, not only for financial items but also for non-financial items, provided that the
risk component is separately identifiable and reliably measurable; and allowing the time value
of an option, the forward element of & forward contract and any foreign currency basis spread
to be excluded from the designation of a derivative instrument as the hedging instrument and
accounted for as costs of hedging. PFRS 9 also requires more extensive disclasures for hedge
accounting,

PFRS 9 (2013 version) has no mandatory effective date, The mandatory effective date of
January 1, 2018 was eventually set when the final version of PFRS 9 was adopted by the
FRSC. The adoption of the final version of PFRS 9, however, is still for approval by BOA.

The adoption of PFRS 9 is not expected to have any significant impact on the Group’s -
consolidated financial statements.

- PFRS 9, Financial Instruments (2014 or final version)

In July 2014, the final version of PFRS 9, Financial Instruments, was issued. PFRS 9 reflects
all phases of the financial instruments project and replaces PAS 39, Financial Instruments:
Recognition and Measurement, and all previous versions of PERS 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. Refrospective application is required, but comparative information is
not compulsory. Early application of previous versions of PFRS 9 is permitted if the date of
initial application is before February 1, 2015.

The adoption of PFRS 9 is not expected to have any significant impact on the Group’s
consolidated financial statements.

The following new standard issued by the JASB has not yet been adopted by the FRSC -

IFRS 15, Revenue from Contracts with Customers
IFRS 15 was issued in May 2014 and establishes a new five-step model that will apply to

. tevenue arising from contracts with customers. Under IFRS 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 IFRS 15 provide a more
structured approach to measuring and recognizing revenue. The new revenue standard is
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applicable to all entities and will supersede all current revenue recognition requirements under
IFRS. Either a full or modified retrospective application is required for annual periods
beginning on or after January 1, 2017 with early adoption permitted. The Group is currently
assessing the impact of IFRS 15 and plans to adopt the new standard on the required effective
date once adopted locally.

Summary of Significant Accounting Policies

Fair value measurement ,

Fair value is the price that would be teceived 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:

e Inthe principal market for the asset or hablhty, or .
¢ Inthe 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 participants act in their economic best
interest.

A fair value measurement of a nonfinancial 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 approprlate 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
o Level 2 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable

e Level 3 - Valuation techniques for which the lowest level input that is significant fo the fair
value measurement is uncbservable

For assets and liabilities that are recognized in the financial statements on a recurring basis, the
Group determnines 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. I‘lSkS of the asset or liability and the level of the fair
value hierarchy as explained above.

I
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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. '

Firancial 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 (HTM) investments, and available-for-sale (AFS) financial
assets, as appropriate. The Group determines the classification of its financial assets at initial
recognition. .

Financial assets are recognized initially at fair value plus, in the case of investments not at FYPL,
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.

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 des:gnated
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. This category includes derivative financial

instruments entered into by the Group that do not meet the hedge accounting criteria as defined by
PAS 39. 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 balance sheets at fair value with gains or losses recognized in the 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 carried at fair value. These embedded derivatives are measured at fair value with gainsor
losses arising from changes in fair value recognized in the statements 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.

As at December 31, 2014 and 2013, the Group carries a financial asset at FVPL,

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 method. Gains and losses are recognized in the statements of comprehensive
income when the loans and recewables are derecognized or impaired, as well as through the
amortization process.

As of December 31, 2014 and 2013, the Group has designated as loans and receivables its cash
and cash equivalents, trade and other receivables, amounts owed by related parties, and refundable
deposits (reported as part of ‘Other noncurrent assets’ in the consolidated balance sheet).

AT A
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HIM investmenis

Non-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 effective
interest rate method, This method uses an effective interest rate that exactly discounts estimated
future cash receipts through the expected life of the financial asset to the net carrying amount of
the financial asset. Gains and losses are recognized in the statements of comprehensive income
when the investments are derecognized or impaired, as well as through the amortization process.

As of December 31, 2014, the Group has HTM investments but none in 2013,

AFS financial assets

AFS financial assets are non-derivative ﬁnancml assets that are designated as AFS or are not
classified in any of the three preceding categories. 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 statements of comprehenswe income, or determined to be impaired, at which
time the cumulative loss recorded in equity is recognized in the statements of comprehenswe
income.

As of December 31, 2014 and 2013, the Group has no AFS ﬁn.ancial assets,

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 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, -

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

The Group’s financial liabilities include trade and other payables, short-term loan, long-term debt,
amount owed to related parties and derivative liability.

Financial liabilities are classified in this category if these are not held for trading or not designated
as at FYPL upon the inception of the liability, These include liabilities arising from operations or
borrowings. .

Subsequent measurement

The measurement of financial l1ab111tles depends on their classification as follows:

Financial liabilities at FVPL
Financial liabilities as at FVPL include financial lzabllmes 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 seiling
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,

Gains and losses on liabilities held for trading are recognized in the statements of comprehensive
income.

LR
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As at December 31, 2014 and 201§, the Group’s derivative liability is classified as a financial
liability at FVPL. The Group does not have a financial liability held for trading and has not
designated any financial ljabilities as at FVPL,

Other financial liabilities

Other financial liabitities are initially recogmzed at falr value of the consideration received, less
directly attributable transaction costs. After initial recognition, other financial liabilities are
subsequently measured at amortized cost using the effective interest method. Amortized cost is
calculated by taking into account any related issue costs, discount or premium. Gains and losses
are recognized in the statements of comprehensive income when the liabilities are derecognized,
as well as through the amortization process.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the balance
sheets 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 seftle the liabilities
simultaneously. This is not generally the case with master netting agreements, and the related
assets and liabilities are presented gross in the balance sheet.

Fair value of financial instruments

The fair value of financial instruments that are actively traded in organized financial markets is
determined by reference to quoted market bid prices at the close of business on the balance shest
date. For financial instruments where there is no active market, fair value is determined using
valuation techniques. Such techniques may include using recent arm’s-length market transactions;
reference to the current fair value of another instrument that is substantially the same; discounted
cash flow analysis or other valuation' models.

‘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 o:‘ily data from observable market, the Group recognizes the difference
between the transaction price and fair value (a ‘Day 1’ difference) in the statements of
omprehenswe 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 statements of comprehensive income 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.

Amortized cost of financial instruments

Amortized cost is computed using the effective mterest rate method less any allowance for
1mpa1rment and principal repayment or reduction. The calculation takes into account any
premium or discount on acquisition and includes transactlon costs and fees that are an integral part
of the effective interest rate.

Classification of financial instruments between debt and equity

A financial instrument is classified as debt if it provides for a contractual obligation to:

e 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 Group; or
¢ gsatisfy the obligation other than by the exchange of a fixed amount of cash or another ﬁnan01al
asset for a fixed number of own equity shares.

KT TERRRAY
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If the Group does not have an unconditional right to avoid delivering cash or another financial
asset to seftle its contractual obligation, the obligation 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 after
deducting from the instrument as a whole the amount separately determined as the fair vatue of the
liability component on the date of {ssue.

Impairmtent of Financjal 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 has an impact on the estimated future cash flows of the financial
asset or the group of financial assets that can be reliably estimated. 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
entet bankruptey or other 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. -

Financial assets carried af amortized cost
The Group first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant, and individually or collectively for financial
assets that are not individually significant. If it is determined that no objective evidence of

‘ 1mpazrment 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
losses that have not been incurred) discounted at the financial asset’s original effective interest
rate (i.e., the effective interest rate computed at initial recognition). The carrying arhount 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, ina 7
subsequent period, the amount of the impairment loss decreases and the decrease can be related
ohjectively 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
statement of comprehensive income, to the extent that the carrymg value of the asset does not
~exceed its amortized cost at the reversal date.

Finemeial 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.

VAR
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- AFS financial assets
For AFS financial assets, the Group assesses at each balance sheet date whether there is objectwe
evidence that an investment or a group of investments is impaired. In the case of equity
investments classified as AFS, objective evidence would include a significant or prolonged decline
in the fair value of the investment below its cost. Where there is evidence of impairment, the
curmulative loss is removed from equity and recognized in the statements of comprehensive
income. Impairment losses on equity investments are hot reversed through the statements of
comprehensive income; increases in their fair value after impairment are recognized directly in

equity.

In the case of debt instruments classified as AFS, impairment is assessed based on the same
criteria as financial assets carried at amoitized cost. ‘Future interest income is based on the
reduced carrying amount and is accrued based on the rate of interest used to discount future cash
flows for the purpose of measuring impairment loss. Such accrual is recorded as part of ‘interest
income’ in the statements of comprehensive income. If, in subsequent year, the fair value of a
debt instrument increases and the increase can be objectively related to an event occurring after
the impairment loss was recognized in the consolidated statements of comprehensive income, the
impairment loss is reversed through the statements of comprehensive income,

Derecognition of Financial Instruments -
Financial asseis
A financial asset (or, where applicable a partof a ﬁnanmal asset or part of a group of similar
financial assets) is derecognized where:

+ the rights to receive cash flows from the asset have expired;
s the Group has transferred its rights to receive cash flows from the asset or has assumed an
ob!igation to pay the received cash flows in full without material delay to a third party under a

‘pass-through’ arrangement; and

 cither (a) the Group has transferred substantlally all the risks and rewards of the asset, or (b)
the Group has neither transferred nor retained substantially 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 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,

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 provisicn) 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 price.

(GULAV AR
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Financial liabilities .
A financial liability is derccognized when the obligation 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, cr the terins of an existing liability are substantially modified, such an exchange or
" modification is treated as a derecognition of the original hability and the recognition of a new
ligbility, and the difference in the respective carrying amounts is recogmzed in the statements of
consolidated comprehensive income.

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

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

Finished goods and work-in- - cost includes raw materials, direct labor and a portion
process of manufacturing overhead costs. 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 rogularly reviewed and,
if necessary, revised in light of current conditions.

NRYV of finished goods, work-in—[ﬁrocess and raw materials 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 supplies and spare parts is the current replacement costs,

Property, Plant and Equipment

Property, plant and equipment is stated at cost, excludmg the costs of day- to-day servicing, less
accumulated depreciation and any accumulated impairment in value. Such cost ineludes the cost
of replacing part of such property, plant and equipment 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.

Depreciation is calculated on a straight-line method over the estimated useful lives of the property,
p]ant and equipment as follows:

Category _ Number of Years
Machinery and equipment \ 6-12
Buildings and improvements : 5-25
Facility and production tools 3-5
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 financial year-end.

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 recogniticn criteria are satisfied.

RO A
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Constructicn-in-progress represeilts property under construction and {s 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
amortization 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 comprehenswe income in the year the asset
is derecognized.

Nencurrent Asset Held for Sale .

Property, plant and equipment are classified as held for sale if their carrying amount will be
recovered pringipally 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 dmount and fair value less costs to sell,

Borrowing Costs :
Borrowing costs directly attributable to the acquxs1t10n 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 respective asset. All other borrowing costs are expensed in
the perlod in which they occur. Borrowing costs consist of interest and other costs that the Group
incurs in connection with the borrowing of funds.

Intangible Assets

Intangible assets acquired separately are measured on initial recognition at cost, Following 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 cxpendtture is charged against income in the year 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 the useful economic 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 an intangible asset with a finite usefui life are
reviewed at each financial year-end. 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 intangible assets with finite lives is recognized in the consolidated -
statement of comprehensive income. '

Intangible assets with indefinite useful lives are tested for impairment annually either individually
or at the cash-generating unit level. Such intangibles are not amortized. The useful life of an
intangible asset with an indefinite life is reviewed annually to determine whether the assessment
can be supported. Ifnot, the change in the useful life assessment from indefinite to finite is made
o a prospective basis.

TR
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Researc h and Development Costs
Research costs are expensed as incurred. Development expenditures on an 1nd1v1c§ua1 project are
recognized as an intangible asset when the Group can demonstlate

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

e ifs intention to complete and its ability to use orsell the asset

o how the asset will generate future economic benefits

o the availability of resources to complete the asset

o 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 accumulated impairment losses. Amorfization 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. Amortization is recorded in cost of sales. Durmg the per1od
‘of development, the asset is tested for impairment annually.

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 and other
current assets, property and equipment and other noncurrent 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 fecoverable amount. A nonfinancial asset’s estimated
recoverable amount is the higher of a nonfinancial asset’s or cash-generating unit’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 carrymg amount of a nonfinancial

asset exceeds s 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 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 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 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 impairment loss been recognized for

the nonfinancial asset in prior years. Such reversal is recognized in the consolidated statements of
comprehensive income. :

Capital Stock
Capital stock is measured at par value for all shares issued. Subscnptaons receivable are

accounted for as a deduction from equity.

VSR
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Retained Earnings

The amount included in retained earnings includes profit or loss attributable to the Group 3 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.

Cash dividends o
‘Cash dividends on capital stock are recognized as a liability and deducted from equity when they
are approved by the BOD. Dividends for the year that are approved after the financial reporting

date are dealt with as an event after the financial reporting date.

Stock dividends

Stock dividends are recognized as a liability and deducted from equity when they are approved by
the shareholders representing not less than two-thirds (2/3) of the outstanding capital stock of the
Parent Company. A stock dividend of at least 20% of the outstanding-capital stock is considered .
as large stock dividend and is measured at par value. A stock dividend of less than 20% is
considered small stock dividend and is measured at fair value.

- Revenue Recegnition
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 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 reeogmzed when the significant risks and rewards of ownership
of the goods have passed to the buyer, usually on delivery of the goods.

Interest income . .
Interest income is recognized as it accrues using the effective interest rate method. (i.e., the rate
that exactly discounts estimated future cash receipts through the expected life of the financial
instrument fo the net carrying amount of the financial asset).

Operating expenses

Operating expenses are decreases in economic benefits during the accounting period in the form of
outflows or decrease of assets or incurrence of liabilities that result in decreases in equity, other
than those relating to distributionsto equity participants, Operating expenses are recognlzed when
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:

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 terin of the renewal or
extension was initially inciuded in the Jease term;
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¢. 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.

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), (c) or (d) and at the date of
renewal or extension period for scenario (b).

Group as a lessee

Leases where the lessor retains substantially all the risks 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 Benefit Costs

The Group is covered by a noncontributory 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 econcmic 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 def' ned beneﬁt plans 18 actuarially determined using the
projected unit credit method.

Defined benefit costs comprise the following:
»  Service cost
» Net interest on the net defined benefit l:ablllty 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 profit or loss. 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 pericd 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 consclidated statement of comprehensive income.

Remeasurements comprising actuarial gains and Josses, 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 fill settlement of the obligation.

The past service cost is recognized as an expense on a siraight-line 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,

TR
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Foreign Currency Transactions ‘
The consolidated financial statements are presented in US dollars, which is the functional and

presentation currency of all companies in the Group. Transactions in foreign currencies are
initially recorded at the functional currency spot rate ruling at the date of the transaction,
Monetary assets and liabilities denoininated in foreign currencies are retranslated at the functional
currency rate of exchange ruling at the balance sheet date,

All differences are taken to the consolidated statemtent of comprehensive income. Nonmonetary
iterns that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates as at the dates of the initial transactions.

Taxes

Current income tax :

Current income tax liabilities for the current and prior pertods 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 substaritively enacted by the financial reporting date,

Deferred income tax

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 recogmzed for all taxable temporary differences, except:

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

o inrespect 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 dlfferences will not reverse in the foreseeabls
future. ‘

Deferred income tax assets ate recognized for all deductible temporary differences, carry-forward
of unused tax credits from excess minimum corporate income tax (MCIT) 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 differences, and the carryforward of unused tax
credits from MCIT and unused NOLCQO can be utilized, except:

s 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 loss; and in respect of deductible temporary differences associated with
investments in SUbSIdlaI’IeS and interests in joint ventures, deferréd income tax assets are
recognized only to 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 at 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 income 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,
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+ Income tax relating to items recognized directly in equity is recognized in the statement of
changes in equity and not in the consolidated statement of comprehensive income.

Earnings Per Share (EPS o

Basic EPS is calculated by dividing the net income for the year by the weighted average number
of common shares outstanding during the yeal with retroactive adjustments for any stock
dividends and stock split.

For the purpose of calculafing 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 23).

" 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 embedying 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
statements 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
pre-tax rate that reflects current market assessments of the time value of tnoney 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 consclidated 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 Repoerting Date

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

Significant Accounting Judgments and Estimates

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, :
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Judgments
In the process of applymg the Group’s accountmg policies, management lias made the following

judgments, apart from those involving estimations, which has the most significant effect on the
amounts recognized in the consclidated financial statements:

Determining functional currency

Based on the economic substance of the underlying cxrcumstances relevant to the companies in the
Group, the functional currency of all companies in the Group has been determined to be the US
dollar. The US dollar is the currency of the primary economic environment in which the
‘companies in the Group operate and it is the currency that mainly influences the operating
activities of all companies in the Group,

Deferred tax liability on a subs:dzary s undistributed profits

CEIC has an undistributed profit as of December 31, 2014 and 2013 that becomes taxable when
distributed to the Parent Company. PAS 12, ncome Taxes, requires the recognition of deferred

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 from CEIC in the foreseeable future. Accordingly, no deferred tax liability has been
recognized on the undistributed profits of CEIC.

Operating lease commitments - Group as lessee

The Group has entered into leases of its office and commercial spaces. The Group has determined
that it does not acquire all the significant risks and rewards of ownership of these properties which
are leased as operating leases (sec Note 9).

Estimation Uncertainty

The key assumptions concemmg the future and other kﬂy 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.

Estimating useful lives of property, plant 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 equipment 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.

Depreciation charged in the consclidated statement of comprehensive income amounted to
$2,900,520, $2,309,774, and $3,037,385 in 2014, 2013 and 2012, respectively. As of

December 31, 2014 and 2013, the Group's property, plant and equipment have a net boek value of
$17,015,168 and $15,783,581, respectively (see Note 11). .
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- Assessing 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:

»  Sipnificant underperformance relative to expected hxstorical or prOJected future operating
resuits;

» Significant changes in the manner of use of the acquired assets or the strategy for overall
business; and

o 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 value in use.
For purposes of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows. .

" Assets that are subject to impairment testing when impairment indicators are present (such as
obsolescence, physical damage significant chariges to the manner in which the asset is used,

" worse than e*{pected economic performance a drop in revenues or other external indicators) are as
follows:

. , 2014 2013
Advances to suppliers, prepaid expense and others :
under other current assets (see Note ) $462,683 $598,944
Property, plant and equipment (see Note 11) - - 17,015,168 15,783,581
Product development cost, advances to suppliers
included under other noncurrent assets '
(seeNote 12) ; 789,426 513,405

No impairment loss was recognized as of December 31, 2014, 2013 and 2012.

Estimating allowance for inventory obsalescence

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 monthiy basis the condition of its stocks.
The assessment of the condition of the inventory goods either increase or decrease the expenses or
total inventory.

The estimated allowance for inventory obsolescence is $641,583 and $96,885 for 2014 and 2013,
respectively. The carrying amounts of inventories, net of allowance for inventory obsolescence,
amounted to $10,768,681 and $7,534,619 as ofDecember 31, 2014 and 2013, respectively

(see Note 7).

Estimating impaivment of loans and receivables :

The Group maintains allowance for impairment at a level considered adequate to provide for

. potential uncoliectible receivables. The level of this impairment allowance is evaluated by the
management on the basis of factors that affect the collectibility of the accounts, These factors
inctude, 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
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allowance for impainment 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.

In 2014 and 2013, the Group has not provided any impairment allowance since receivables were
assessed to be fully collectible. The carrying amount of trade and other receivables, loans to
employees and amounts owed by related parties amounted to $20,804,123 and $6,417,353 as of
December 31, 2014 and 2013, respectively (see Notes 6 and 16).

Estimating retirement benefit cost

The determination of the obligation for retirement benefits is dependent on the selection by
management of certain assumptions used by actuaries in calculating such amounts. Those
agsumptions are described in Note 19 and include amaong others, discount rate and salary increase
rate. Actual results that differ from the Group’s asstmptions 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
appropriate, significant differences in actual experience or significant changes in assumptions may
materially affect the Group’s retirement obligation.

The Group’s retirement benefit cost amounted to $242,529, $262,301 and $213,925 in 2014, 2013

and 2012, respectively. As of December 31,2014 and 2013, the Group’s retirement benefit
obligation amounted to $1,645,354 and $1,881,835, respectively (see Note 20).

Estimating useful life of software costs and capitalized product development cost

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.

- As of December 31, 2014 and 2013, the software costs have been fully amortized (see Note 2).
The carrying of capitalized development cost amounted $560,932 and $469,965 as of
December 31, 2014 and 2013, ‘

Recovérabilz’ty of deferred income tax assets

The Group reviews the carrying amounts. of deferred income tax assets at each 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 unrecognized net deferred income tax assets amounting to $389,743 and $439, 219 as of
December 31, 2014 and 2013, respectively (see Note 22),

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 predetermined percentage rate, Assumptions made by the Group such
as percentage used is based on their cumulative and industry experience on approximate inventory
returns made by the customers. :

DDA



-27-
The provision for warramy amounted to-$0.5 million as of December 31, 2014,

Legal contingencies :

The estimate of probable costs for the resolution of possible claims has been developed in
consultation with outside ccunsels handling the Group’s defense in these matters and is based
upon analysis of potential claims,

Managerment, in consultation with these counsels, believes that the likely outcome of these legal
proceedings will not have a material adverse effect on the Group’s financial position and cperating
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 contmgenmes was rccogmzed in 2014 and
2013 (see Note 28).

Business Combination

As discussed in Note 1, the Company acquired the ordinary shares of RBWHI on July 23, 2014,
The authorized capital stock of RBWHI consists of 50,000 shares with a par value of US$1.00 per
share, of which 5,000 shares of such Common Shares are issued and outstanding. The CEIC
bought all of the 5,000 ordinary shares issued representing 100% ownership in the acquired entity.
The amount of consideration transferred for the acquisition was $7,465,105,

The prov1saonal fair values of the identifiable assets and liabilities acquired as at the date of the
_ acquisition are:

Deferred revenues

Nowcurrent Liabilities
Interest-bearing loans - net of current portion
Provision for warranty

Total Liabilities

‘ ‘ _ July 30,
Balance Sheet : ' 2014
Assets
Current Assets
Cash and cash equivalent $241,179
Trade and other receivables - 4,883,504
Inventories - net 6,648,952
Prepayments and other current assets 177,390
Noncurrent assets held for sale 13,695,428
Noncurrent Assets
Held-to-maturity investment 1,188,130
Other nencurrent assets 311,951
Retirement benefit asset 2,036
Total Assets $27,198,570
Liabilities '
Current Liabilities
Trade and other payables . $5,251,815
Current portion of inferest - bearing loans 4,512,142
Income tax payable 110,930

BIR - RDO - 504,741
cou@cnow SECTION

Fair value of identifiable Net asset
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As provided for under PFRS 3, the Group has applied provisional accounting for the purchase
price allocation, subject to finalization during the measurement period not exceeding one year
- from the acquisition date. '

For the period

Angust 01, 2014

: to December 31,

Results of Opemt;on . ‘ , 2014

Net sales ' ‘ $11,729,914
Cost of sales ‘ (9,824,009)
Gross income : 1,905,905
Operating expenses : : (650,228)
Financial income - net 133,749
Income before income tax < B 1,349,426
Provision for income tax B - 53,829
Net income - - . 1,295,597
Fair value of agset acquired ‘ : $10,038,942
Cash consideration transferred g ' ‘ 7,465,105
Excess of the fair value of net assets acqmred over the aggregate

consideration transferred : $2,573,837

The negative goodwill represents the contemplated discount granted by the seller as part of the
terms ofthe SPA,

“Cash and Cash Equivalents

2014 2013
Cash on hand and in banks : $12,598,873 - $7,020,304
Short-term deposits 3,449 3,443

$12,602,322 $7,023,747

Cash in banks earns interest at prevailing bank deposit rates. Short-term deposits are made for
varying periods of between one (1)} day and three (3) menths depending on the iminediate cash
requirements of the Group, and earn interest at the respective short-term deposit rates.

Interest income earned from cash in banks and short-term deposits amounted to $23,524, §118,370
and $123,117 in 2014, 2013 and 2012, respectively.

Trade and Other Receivables

2014 gip. ppo 2013
Trade 510,365,791 LECTRIOSHSDEN
Others (see Notes 9 and 10) 5,2 ¥, W

34 APR B4 OEDIG6G: §

Trade receivables are non-interest bearing and are generally on 30'—6% d
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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. Inventories

o 2014 2013

At Cost: :
Raw materials o $4,820,159 $2,241,400
Finished goods Co . 889,141 1,182,590
Work in process . 2 4,082,702 3,115,904
Spare parts : ' ‘ 510,748 670,508
' 10,302,750 7,210,402

At NRV: .

Supplies and others 465,931 324,217
Total inventories at lower of cost and NRV g "~ $10,768,681 $7,534,619

Certain inventories have been provided with allowance to reflect valuation for non-movement and
obsolescence,

The cost of supplies and other inven‘mriéé amounted to $419,974 and $421,102, respectively.

The movements in the allowance for inventory obsclescence are as follows:

_ ‘ 2014 2013
Balances at beginning of year . : 596,885 $96,885
Addition (see Note 17) 544,698 —
Balances atend of year .. _ $641,583 $96,885

The cost of inventories recognized as cost of sales amounted to $28,352,936, $22,954,23] and -
$20,668,115 in 2014, 2013 and 2012, respectively (see Note 17).

8. Financial Asset at Fair Value through Profit or Loss

This account primarily consists of investment in Unit Investment Trust Fund, which is designated
as at FVPL on initial recognition, acquired by the Company in 2013. The reconciliation of the
carrying amounts of financial assets at FVPL as of December 31, 2014 and 2013 is as follows:

' 2014 2013
Balances at beginning of year $8,055,039 $-
Initial investmqn’c ‘ - 8,021,567
Disposa! during the year . (7,538,277) , -
Fair value gains (see Note 20) . ' 184 9{8*5LL_E:F‘(’: nf&:%ﬁs i

Balance at end of year - _ . $70 ? 74

| APR 1 5 20 5 ¥ ;‘
All amounts have been determined directly by reference to publlshe es uoted in an activ

market,

AR AR



230 -

9. Other Current Assets

B 2014 2013

Rental deposit {see Note 16) o $1,133,929 $1,131,399
Advances to suppliers ‘ : ’ ' 235,742 235,709
Security deposit : : 180,387 -
Prepaid expenses ‘ , 104,532 -
Loans to employees - 94,111 134,072
Others . R 122,410 300,106
$1,871,111 $1,801,286

Advances to suppliers pertain mainly to down payments for production materials that are still to be
delivered.

10. Held-to-Maturity Investments

As of December 31, 2014, the details of HTM investments as a result of business combination are
as follows:

Current portion A o , $114,341
Noncurrent portion ‘ ' ' 1,073,789
' ' " $1,188,130

In compliance with the Corporation Code of the Philippines which requires foreign corporations
* doing business in the Philippines to deposit with SEC, securities worth of at least $2,300
(20.1 million) and additional securities with market values equivalent to a certain percentage of

the amotnt by which the Branch’s gross income exceeds §0.1 million (BS.0 million),

The Group’s HTM investments pertain to government bonds which were purchased by the
Philippine Branch of RBWII in compliance with above regulation. The maturity date of the bonds
ranges from 2015-2016 and bear an average effective interest rate of 3.19% to 4.42% per annum,
Interest income is presented as part of “Financial income (charges)” account in the statement of
comprehensive income.

The SEC shall alsc 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. , ‘ .

BIR - RDO - 57
LLECTION SECTION
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11. Property, Plant and Equipment

- December 31,2014
‘ Machinery ~ Buildings  Facilityand  Fumniture,
and and Production  Fixtures and Transpertation
Land Egquipment . Improvement Tools Equipment Equipment Total
Cost: ‘ ' :
Beginning balances ) $- 336,453,977 . $5,649,376 33,480,442 $826,271 $86,204  $48,505,270
Additions . - 25,765 1,227,497 542,676 64,856 - 1,860,794
Additions dug fo :
business combination 3,698,601 1,905,546 8,330,384 - 168,899 18,161 14,121,591
Reclassication to .
Noneurrent-Held- .
for-Sale (3,698,601) - (8,136,173) - - - (11,834,774)
Disposals - - T (38.049) (1,04%) - (39,098}
Ending balances . ~ 38,385,288 7,071,084 5,994,069 1,058,977 104,365 52,613,783
Accumuiated
Depreciation:
Beginning balances - 24,886,622 3,717,818 3,314,529 734,613 68,107 32,721,689
Depreciation - 1,701,006 437,086 666,903 84,829 10,696 2,900,520
Dispasals ~ - - {23,014) (580) - (23,594)
Ending balances - 16,587,628 4,154,804 3,981,432 318,862 78,803 35,598,615
Net Book Values - 811,797,660 $2,9146,180 $2,035,651 - $240,115 $25,562 317,015,168
December 31,2013
Machinery Buildings Facility and Furniture,
and and Production Fixtures and Transpotrtation
Land Equipment  Improvement Tools Equinment Equipment  ~ Total
Cost: . .
Beginning balances $—  $33,987,777 $5,649,376 $4,538,972 $768,769 $86,204  $45,031,098
Additions - 2,466,200 - 950,470 57,502 - 3,474,172
Disposals = - — - - L= -
Ending balances - 36,453,977 5,649,376 5,489,442 826,271 86,204 48,508,270
Accumulated
Depreciation: .- ‘
Beginning balances - 23,617,503 1,475,650 2,591,241 664,349 63,172 30,411,915
Depreciation - 1,269,119 242,168 723,288 70,264 4935 2,309,774
Disposals - - - - - - -
Ending balances = 24,886,622 3,717.818 3,314,529 734,613 68,107 32,721,689
Net Book Values $—  §11,567,355 $1,931,558 $2,174,913 $91,658 818,097  $15,783,581

There are no restrictions on title and no property, plant and equipment are pledged as security for
liabilities. :

On December 9, 2014, the Parent Company’s BOD approved the plan to sell the land and building
of RBWII - Philippine Branch and RBWRP to interested buyers as a result of its efficiency
measures in the Group’s operations. The related property and equipment as of December 31, 2014
were measured at fair value and a provision for impairment loss on property and equipment
amounting to $426,163 was recognized. An independent valuation was obtained to determine the
fair values of property and equipment which were based on recent transactions for similar assets
within the same industry. The impairment loss has resulied to a reduction in “Excess of the fair
value of net assets acquired over the aggregate consideration transferred value” account in the
consolidated statement of income. Property and equipment with carrying value of $11,834,774,
net of allowance for impairment loss of $426,163, was classified as assetsck{g]_cffgﬁgymﬁh 57
consolidated statements of financial position. The Parent Company’s fiTs n.em&ngﬁxpesfs&%“’ .
sale will be completed within one year from the date of classification.g o
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12. Other Noncurrent Assets

, 2014 - 2013

Product development costs . $560,932 $469,965
Miscellaneous deposits 167,551 168,776
Advances to suppliers 101,940 43,440
Note receivable 87,373 —
Others 44,708 5,567
$962,504 $687,748

Miscellaneous deposits pertain to refundable deposité with MERALCO for the installation of
- CEC’s electrical meters and bill deposit equivalent to one month energy consumption.

As of December 3 1, 2014 and 2013, CEC has software costs with gross carrying amount of

$39,278 that are fully amortized but are still in active use.

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,
Intangible Assets, for capitalization. As of December 31, 2014 and 2013, amortization of product
development cost was charged to the consolidated statemenis of comprehensive income for the
development cests incurred in 2013 and 2012, respectively, as these are substantially available for

use.

13, Trade and Qther Payables

2014 2013
Trade $5,263,140 $3,487,478
Accruals:
~ Payroll 878,519 56,554
Utilities 381,567 416,540
Interest 206,336 70,200
Others 99,485 42.072
Advances from customers 1,835,464 153,544
Others 769761 157,266
$9,434,272 $4,383,654

Trade payables are non-interest bearing and are generally on 60-90 days terms.

© Accruals comprise mainly of accruals for electricity, water, communication, security, shuttle

services and professional services.

Advances from customers pertain mairly to downpayments for sales orders.

Other payables pertain to statutory Habilities and are generally payable w1tg1n fﬁ"?noml frem

balance sheet date.

“ON SECTf N
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14, Short-term loan

On September 5, 2014, CEC obtained additional loans of $3, 300 00 from Security bank with a
2.10% interest per annum, As of December 31, 2014, the outstariding balance of short-term loan
amounted to $2,100,000.

In 2013, CEL obtained a 180-day foan from Chinatrust (Phils.) Commercial Bank Corporation
amounting to $200,000 with a 2.28% interest per annum. The amount was fully paid in 2014,

15.

Long-term debt

2014 2013
S-year corporate note-secured ‘ $8,750,000 $9,750,000
Additions: ' ,

Additienal availment during the year 10,000,000 : -

Due to business combination _ 8,479,933 -

Less deferred financing costs 65,320 100,344

- : ' 27,164,613 9,649,656
Less current portion - net of defetred financing costs 3,412,079 964,977
' : $23,752,534 $8,684,679 .

CHpPC

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 (Facility and Paying Agent) and First Metro Investment
Corporation (Arranger). The Notes Facility Agreement 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 of the
issuance of the Notes shall be used to finance the Group’s strateglc acquisitions and for general
corporate purposes.

- Under the NFA, the Parent Company shall pay 30% of the loan outstanding on issue date in 12

- . CR AT ML w g |
. * debt to equity ratio shall not at any time exceed 2:1 RGO ngni;— R LY
» debt service coverage ratio shall not exceed 1:5 osa

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 tssue
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 17th quarter from the issue date until the maturity date.

Prior to the maturity date, 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 W&i};a’% and

accrued interest up to the date of prepayment. v, COLLECTION S-EﬁC?T!ON
- ‘ o R BE A e

naﬁﬁlﬁl jtzge?'{ﬁfgs of

In accordance with the NFA, the following ratios based on consolida
Group are required to be maintained:

-
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o current ratio shall not at any time be less than 1:1, previded however, this ratio shall not apply
aﬁel the fourth anniversary of the issue date. :

The Group is in compliance with the debt covenants as of December 3 1, 2014 and 2013,

Total interest expense charged fo the consolidated statements of comprehensive income amounted
to $551,334, $403,450 and $182,980 in 2014, 2013 and 2012, respectively.

Unamortized deferred financing cost reduced the carrying amount of long-terrh debt by $65,320
and $100,344 as of December 31, 2014 and 2013, respectively.

RBWII - Philippine Branch ,

Prior to acquisition, the Philippine Branch obtained a secured interest bearing lecan from local
commercial bank amounting to $13.0 million. The principal is payable in 28 quarterly payments
of $464,286 until 2018 and bears annual interest rate of 3.0% plus three month London inter-bank -
offer rate (LIBOR). This bank lodan was specifically borrowed for working capital purposes.
RBWREP agreed to be the third party mortgagor for the loan obtained by the Branch. The land and
building owned by RBWRP with a net book value of $9.7 million as at December 31, 2012 was
used as the collateral for the secured 1nterest—bear1ng loan.

Interest expense charged to operat:ons for the per md | August 1, 2014 to December 31, 2014
amounted to $154,856.

16.

Related Party Disclosures

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
significant transactions consist of the following:

a. Advances for operating requirements of Cirtek Holdmgs Inc. (CHI), former parent of CEC
and CEIC

b. Rental of land and lease deposit with Cirtek Land Corporatlon (CLQC), an affiliate, where the
manufacturing building 1 and administrative building is situated.

¢. Payments and /or reimbursements of expenses made or in behalf of the affiliates.

d. Rental of land with Cayon Ho]dmgs Inc. (Cayon), an affiliate, where the building 2 of the -
Gtoup is situated.
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The consolidated balance sheets and consolidated statements of income include the following

significant account balances resulting from the above transactions with related parties:

a. Amounts owed to related parties '

Amount Quistanding Balances
Nature of 2014 2013 2014 2013 Terms Conditions
Transactions
Other related parties .
CLC Rental $10,630 - ($18,586) $420,679 $410,049 Due and Unsecured
demandable;
nop-interest
bearing
Cayon Rental 12,097 '10,427 49,468 37,371 Dueand Unsecured
: demandable;
non-interest
. . bearing
$22,727 {58,159) 5470,147 $447,420
b. Amounts owed by related parties -
) Volume - Qutstanding Balances
Nature of 2014 2013 2014 2013 Terms Conditions
Transactions )
Other related parties
CHI Advances for 3~ $- 31,809,256  $1,809,256 Dueand Unsecured; no
working capital demaridable;  impairment
nen-interest
bearing
Cayon Reimbursement - 6,363 - 206,284 206,284 Dueand Unsecured; no
of expenses B demandable;  impairment
non-interest
bearing
Camerton, Inc. Reimbursement - (353) - 33,161 33,161 Dueand ‘Unsgcured; no
of expenses demandable;  impairment
non-interest ’
bearing
Jerry Lin Reimbursemant 2,900,663 173,714 3074377 173,714 Dueand Unsecured; no
of expenses ' demandable;  impairment
non-interest
. bearing
52,900,663 §179,724 85,123,078  $2,222415
¢. Rental deposit
Ouistanding Balances
Amount {see Noie 9) ‘
2014 2013 2014 2013 Terms Conditions
Cther related pariy
Due and
demandable; non- Unsecured: no
CLC - $1,131,399 $1,131,399 interest bearing-  impairment:

The above related parties are under common ultimate ownership with the Group.

In 2011, the Group entered into the fbfiowing assignments and set-off agreements with the related
parties as part of its corporate restructuring;: '
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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 the Parent Company. '

The amounts owed by and to CHI as 6f December 31, 2010 represent advances for workhg capital
lines int the normal course of business when CEC and CEIC were then still subsidiaries of CHI.

For purposes of seftling outstanding balances with the Group and as part of corporate restructuring
in preparation for the planned Initia) Pubhc Offering (IPO) of the Parent Company, on March 17,
2011:

e CHI, CEL and the officer, with the consent of the Group, entered into assignment agreements
whereby CHI absorbed the amelints 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
(see Note 26) as of March 17, 201 1.

Thereafier, on March 18, 2011, the Parent Company and CHJ, 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 million (see Note 4), as revalued from
the effect of foreign exchange rate, ‘

The amount owed by CHI as of December 31, 2014 and 2013 pertains to the remaining balance of
receivable as a result of the assignments and set-off agreements as discussed above.

Transactions with Camerfon

Camerton is the majority shareholder of the Parent Company holding 60% interest. Amounts
owed by Camerton as of December 31, 2014 and 2013 pertain mainly to advances for
incorporation expenses of Camerton.

Transactions with CLC and Cayon

CLC is an entity under common ownership with the ultimate parent.- CEC had a lease agreement
on the land 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 lease agreement with CLC 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 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 §14,434, 816,314 and $41,162 in 2014, 2013 and 2012, respectively.

A



C37-

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 582,144 for a period of
ten (10) years and renewable thereafter. Total rent expense charged to operatlons amounted to
$13.114, $14,823 and $14,329 in 2014, 2013 and 2012, respectively.

Future minimum rental payables under these operaﬁng leases are as follows:

2014 2013

Within one year ‘ $28.821 $28,821
After one year but not more than five years 144,103 144,103
Maore than five years - 28,821
$172,924 $201,745

The short-term compensation of key'managemeﬁt personnel of the Group are as follows:

2014 2013 2012
Salaries and wages 5 $953,896 $538,662 $499,977
Employee benefits o ' 194,985 157,984 160,046
: $1,148,881 $696,646 $660,023
17. Cost of Sales
2014 2013 2012

- Raw materials, spare parts, supplies and
cther inventories used (see Note 7) $28,352,936  $22,954,231  $20,668,115
Salaries, wages and employees’ benefits

(see Notes 16 and 20) 7,821,742 7,125,555 6,959,222
Utilities ' 3,556,257 3,409,564 - 3,120,341
Depreciation and amortization

(see Note 11) 2,838,858 2,260,022 2,985,708
Inward freight and duties 738,501 708,910 819,971
Change in finished goods and work in -

process mventorles {seeNote?y = 430,359 (1,359,760)  (1,084,142)
Others : | 512,682 378,443 321,762

$44,251,335  $35,476,436 - $33,790,977
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18. Operating expense

‘ 2014 2013 2012
Salaries, wages and employees’ benefits .

(see Notes 16 and 20) $1,594,075 $1,036,979 $1,032,961
Utilities o 290,845 286,836 287,189
Transportation and travel ‘ 284,608 259,143 248,340
Professional fees ‘ 132,542 206,825 239,732
Entertainment, amusement and recreation 168,981 248,958 182,575
Commissions S 159,935 155,117 158,463
Depreciation (see Note 11) ‘ 61,662 49,753 51,677
Taxes and licenses L 47,792 - 43,783 33,490
Office supplies - 27,815 - 17372 24,428
Insurance premiums 31,191 2,711 3,440
Provision for inventory obsolescence:

(see Note 7) ' - - 65,421
Others 329,810 125,223 50,615

$3,328,456 . $2,432,700 $2,378,331

19. Salaries, Wages and Employees’ Benefits

, 2014 2013 2012
Salaries and wages 57,771,711 $6,331,838 $6,211,521
Other employees’ benefits 1,401,577 1,568,395 1,564,737

Retirement costs (see Note 20) 242,529 262,301 215,925
: : $9,415,817 $8,162,534 $7,992,183

20. Retirement Benefit Obligation

The Group has a funded, noncontributory defined benefit retirement plan which covers all of its
regular employees. The benefits are based ont years of service and compensation on the last year
of employment. ‘

Retirement costs recognized in the consolidated statements of comprehensive income are as

follows: :
2012
L 20614 2013 (As restated)
~ Current service cost $140,308 $147,287 $114,309
Interest cost : 102,221 115,014 101,616

Expense recognized during plan year $242,529 $262,301 $215,925
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The amovnts recognized in the consolidated balance sheets as retirement benefit obligation are as

follows:

‘ 2014 2013
Present value of the obligation 51,780,923 $1,951,134
Fair value of plan assets (135,136) {69,299)
Retirement benefit obligation $1,645,787 $1,881,835

Changes in the present value of the obligations are as follows:
. 2014 2013
Opening defined benefit obligation $1,951,134 $2,006,592
Current service cost 2,045,396 147287
Interest cost 106,005 115,014
Translation difference (13,000) " (155,146)
Actuarial gain on obligation (403,924) (162,613)
Benefits paid (1,905,088) -
- Closing present value of defined obligation 31,780,923 - $1,951,134
2014 2013
Opening fair value of plan assets $69,299 $-
Effect of business combination 1,878,867 -
Interest income included in net interest costs 3,784 478
Contributions paid 62,764 96,292
Actual return on plan assets excluding interest 279 (24,262)
Translation difference 25,231 (3,209)
Benefits paid (1,905,088) -
$135,136 . $69,299

Closing fair value of plan assets '

The principal actuarial assumptions used to determine retirement obligations for the Group’s

retirement plan are as follows:

2014 2013 2012
Discount rate  4.64% 5.46% 6.90%
Salary increase rate 2.00% 4.00% 4.00%

The sensitivity analysis below has been determined based on reasonably possible changes of each
significant assumption on the pension obligations as of December 31, 2014, assuming all other
assumptions were held constant: -

Increase/(Decrease) Effect on Present Value of

(In percentage point) Defined Benefit Obligation

Discount rate +1% (3198,263)
1% 238,321

Future salary increase rate +1% $231,782

1% (196,346)
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The Company has contributed $62,764 and $96,292 o the plan assets in 2014 and in 2013, The

‘average duration of the defined benefit obligation at the end of the reporting date is 16 years.

Shown below is the maturity analysxs of the undiscounted benefit payments as of December 31;

_2014
1 year or less : 855,447
More than 1 year to 5 years C . 545277
More than 5 years T , . 7,575,156
21. Other Income {Charges)
. _ ‘ 2014 2013 2012
Excess of the fair value of net assets
acquired over the aggregate o
consideration transferred (see Note 4)  $2,573,837 $- %
Sale of scrap 259,819 111,660 244,045
Foreign exchange lossés - net 151,402 {390,651) (4,940}
Mark-to-market loss . . - (584,163) (81,770)
QOthers - net (57,050) (30,401) 2,673
' $2,928,008 ($893,555) $160,008
22. Income Taxes

CEC
On March 24, 1998, the Phihppme Economic Zone Authority (PEZA) approved CEC’s

registration as an ecozone expott enterprise at the Laguna Technopark for the manufacture of

standard integrated circuits, dtscrete hybnd and potential new packages.

Beginning October 30, 2002, the manufacture and export of integrated circuits, discrete and hybrid
transferred to PEZA from Board of Investments (where originally registered) and became subject
to the 5% gross income tax incentive, as defined under Republic Act (R.A.) No. 7916, the law

creating the PEZA,

RBWIH — Philippine Branch

The Philippine Branch was registered with PEZA as an Ecozone Export Enterprise to engage in
the manufacture, fabrication and design of millimeterwave components aitd subsystems in a
special economic zone to be known as the Carmelray Industrial Park I - Special Economic Zone
(CIP I-SEZ) in accordance with the project study, representations, commitments and proposals set
forth in its application forming integral parts, subject to the terms and conditions provided in its
registration,

As a PEZA-registered activity, the Philippine Branch is entitled to tax incentives equivalent to 5%

of the gross income earned on its registered activities after the income tax holiday (ITH) of four
years, : :

A




-4 -

Details of provision for (benefit from) income tax arc as foilows:

Years Ended December 31

2014 2013 2012

Current 3 $202,011 $190,813 $215,287
Deferred (123,035 69,006 (60,479)
‘ $78,976 $259,819 $154,808

The provision for current income tax for the year ended December 31, 2014, 2013 and 2012
pertains to the special rate of 3% on taxablé gross income of CEC, RBWII - Philippine Branch
and REWRP.

Based on the National Internal Revenue Code Sec. 27, Minimum Corporate Inceme Tax (MCIT)
of two percent (2%) of the gross income as of the end of taxable year is imposed on corperation
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 year. The Parent Company is subject to MCIT beginning 20135.

A reconciliation of prov151on for. income tax computed at the statutory income tax rate to provision
for income tax shown in the consolidated statements of comprehenswe income follows:

Years Ended December 31
SR 2014 ‘ 2013 2012
Income tax at applicable statutory rate $304,717 $244,832 $221,341
Additions to (reduction in) income tax:
Nontaxable income (128,692) - -
Change in unrecognized deferrcd
income tax assets (60,008) 104,722 58,853
Taxable income subject to Income -
Tax Holiday . (53,519) (71,835) (67,578)
Nondeductible entertainment and i
representation expense 136 11,825 2,908
Non-deductible expenses 12,935 3,438 7,355
Translation difference and others 3,690 (14,659) (50,174)
Interest income subject to final tax (283) (18,504} (17,897)

$78.976 $259,819 $154.808

"In 2014, 2013 and 2012, the CEC has availed an income tax holiday of certain product lines,
Total gross income for the registered activities of CEC amounted to $1, 070,379, $1,481,216 and
$1,351,556 in 2014, 2013 and 2012, respectively.

Scrap sales amounted to $257.647, $139,701 and $244,045 in 2014, 2013 and 2012, respectively,

is also subjected to 5% tax as these pertain to scrap materials that undergone production process of
CEC.
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CEC has recognized deferred income tax on temporary differences arising from accrued
retirement obligations and the difference between the accounting and tax bases of property, plant

and equipment as follows:

2014 2013
Deferved tax assets
Accrued retirement o $85,643 $86,075
Allowance for impairment loss 127,849 -
Deferred tax Izabzh{y -
Effect of foreign exchange differences between
tax base and financial repor’tmg base - (10,015) {5,633)
203,477 80,442
Deferred income tax asset (hablhty) related to -
retirement benefit oblrgat:on recognized under ‘
other comprehensive income {16,898) 3,312
' $186,579 $83,754

On the other hand, the Parent Company has temporary difference pertaining to unrealized foreign
exchange loss, unrealized mark-to-market loss and NOLCO with an aggregate amount of
$1,264,037 and $1,464,063 in 2014 and 2013, respectively. The deferred income tax asset was not
recognized in the Parent Company’s balanice sheet since the management expects that it will not
generate sufficient taxable income in the future that will be available to allow part of the deferred
income tax assets to be utilized. The components of the untecognized deferred income tax assets

are as follows:

- ' 2014 2013

NOLCO 375377 $239,426
Unrealized mark-to-market loss - 18,376
Unrealized foreign exchange loss ' 3.834 181,417
| | $379.211 $439,219.

As of December 31, 2014 and 2013, the Parent Company incurred NOLCO that can be claimed as -
deduction from future taxable income as follows:

Period of Availment

- recognition Period Amount  Applied Expired  Balance
2011 2012-2014 $35,100 N $35,1006 3~
2012 2013-2015 248,001 - - 248,001
2013 2014-2016 585,191 - - 585,161
2014 - 20135-2017 418,065 - 413,065

$1,286,363 $ $35, 106 $1,251,257

CEIC is exempt from income tax under the tax privileged status as a BVI business company under
the BVI Business Companies Act.
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23.

Earnings Per Share (EPS)

The following table presents information -neceséary to calculate EPS on net income.

L 2014 2013 2012
Net income ' $6,541,692 34,636,836 $4,407,165
Weighted average number of common \
shares outstanding . 336,261,197 336,261,197 240,368,810 -
Basic and diluted EPS I - $0.020 $0.014 $0.018

As of December 31, 2014, 2013 and 2012, the Parenf Company has no dilutive potential common
shares.

The weighted average number of common shares outstanding used in the calculation of the EPS is
based on the outstanding shares of the Parent Company. The additional shares from stock
dividends during the year, 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 period presented. Thus,
EPS for the years 2013 and 2012 were restated,

24.

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 by PFRS 8. More specifically:

o There is no significant or obvious distinction among the products assembled by the Group,

All products are semiconductor packages that go into electronic products and applications.
The assembly process is likewise similar; -

»  The Group’s production facility and head office is located in the Philippines;

s Although production of goods is divided into six 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 preduction is
on track in meeting its volume forecasts, and that quality standards are consistently met.

Sales are reported internally per division, but 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,

A



-44 -

Sales from external customers per division as reported internally are as follows (amounts in
" thousands):

2014 2013 2012
Discrete e $10,800 $11,506 - $9,757
Multichip s ‘ 9,629 8,878 9,081
Integrated Ctrcults (1C) 8,556 9,903 7,223
Odr _ 8,003 - -
New Products ‘ 5221 6,704 - 5476
Quad-Flat No-Leads (QFN) . 3,848 5,097 6,950
Hermetics _ . 2,008 1,896 2,144
Bri | 1,534 - -
Ems ‘ ' - 1,034 - ~
Irfu ' 1,009 - -
Cou 150 - ‘ -
' ' $51,792 $43,984 ~ $40,631

Below are customers contributing to at least 10% of the Group’s total sales of each year, Sales to
these customers are as follows (amounts in thousands):

: 2014 2013 2012
Major Customer A S $10,778 $- $-
Major Customer B : 10,495 9,543 5142
Major.Customer C - 4,809 5,486 4,351

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 thousands):

2014 2013 2012

Asia $23,880 $11,158 $7,687
Europe 17,238 18,478 18,608
USA ' 10,674 14,348 14,336
‘ $51,792 $43,984 $40,631

There are no sales made to entities under common control with the Group.

25,

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 operation. The Group has various other financial instruments such as trade and other
receivables, 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 pames and derivative liability which generally arise
directly from its operations,

Risk Management Structure .
The BOD is mainly responsible for the overaH risk management approach and for the appr ovaI of
risk strategies and principles of the Group.,
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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 visk

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 net significant.

The table below shows the maximum éxposure to credit risk of the Group’s financial assets. The
maximum exposure is shown net of impairment losses, if any:

2014 2013
Cash and cash equivalents* $12,601,553 $7.023,647
Trade and other receivables 15,586,934 4,060,866
Financial assets at FVPL 701,747 8,055,039
Amounts owed by related parties 5,123,078 2,222,415
Other current assets
Rental deposit 1,133,929 1,131,399
Loans to employees 94,111 134,072
Held-to-maturity (HTM) investments 1,181,130 -
Other noncurrent assets
Miscéllaneous deposits 167,551 168,776
Total credit risk exposure $35,590,033 $22,796,214

*Excluding cash on hand

The aging analyses per class of financial assets that are past due but not yet impaired are as

follows:;

December 31,2014

Neither

Past Due buf not Impaired

Past Due Impaired
ner 60 - 90 Financial
: Impaired <30 days 30-60 days ~ days  >90days Assets Total
Cash and cash equivalents* $12,601,553 [ 8- 5~ - $~ 512,601,533
Trade and other receivables 14,075,613 823,572 654,895 4,546 28,308 - 15,586,934
Financial assets at FVPL 701,747 - - - - - - 701,747
Amounts owed by related :
patties . - - - - 5,123,078 - 5,123,078
Other current assets ‘
Rental deposit - - - - 1,133,929 1,133,929
Loans to employees L= - - - 94,111 - 94,111
HTM investments 1,181,130 - - - - - 1,181,130
Other noncurtent assets
Miscellaneous deposits 167,551 - - - - - 167,551
$28,727,594  $823,372 $654,895 $4,546  $6,379,426 §— 836,590,033

*Excluding cash on hand
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December 31, 2013
Neither Past Due but not Impaired
Pasi Due Impaired
nor - . 60 - 90 - Financial
Impaired <30 days 30-60days  days > 90 days | Assets Total
Cash and cash equivalents* $7,023,647 $— $- o 3 5- $7,023,647
Trade and other receivables 3,168,356 775,341 87,894 2,500 26,775 4,060,866
Financial assets at FYPL 8,055,039 - - - L : 8,055,039
Amounts owed by’ related )
parties - : - - - 2,222,416 - 2,222,416
Other current assets : '
Rental deposit - - - - 1,131,399 - 1,131,399
Loans to employees - - - - 124,072 - 134,072
Other noncurrent assets
Miscellaneous deposits 168,776 - - - - = 168,776
$18,415,818  $£775,341 587,504 $2,500 53,514,662 §— $22,796,215

*Excluding cash on hand

The tables below summarize the credlt quahty per class of the Group’s {inancial assets that are
neither past due nor impaired: :

December 31,2014
Neither Past Due nor Impaired
High Medium

Grade Grade Low Grade - Total
Cash and cash equivalents * $12,601,553 - 5 $— $12,601,553
Trade and other receivables . .14, 042 759 32,854 - 14,075,613
Financial assets at FYPL 701,747 - - 701,747
HTM investments a 1,181,136 - - 1,181,130

Other noncurrent assets
Misceilaneous deposits 167,551 - 167,551
- 81,513,610 $32,854 $- §27,546,464

* excluding cash on hand

December 31,2013

Neither Past Due nor Impaired
High Medinum

Grade Grade Lew Grade Total
Cash and cash equivalents '
{excluding
cash on hand) - $7,023,647 $- $—  $7,023,747
Trade and other receivables 3,139,082 29,274 - 3,168,357
Financial assets at FVPL 8,055,039 - - 8,085,039 -
Other noncurrent assets . ,
Miscellaneous deposits 168,776 - - 168,776
' $18,386,544 $29,274 ' $- $18,415,818

High grade - These are receivables which have a high probability of collection (the counterparty
' has the apparent ability to sat1sfy its obligation and the security on the receivables are readily
enforceable),
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Medium grade - Thesc 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,

Liguidity 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.

The Group maintains sufficient cash to finance its operations and major capital expenditures and
satisfy its maturing obligations. 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 financihg needs and market conditions,

The tables below summarize the maturity analysis of the Group’s financial assets used for
liquidity manageinent and financial liabilities based on contractual undiscounted payments:

December 31,2014
L Less than )
On demand 1vear 1to2years. 3 to5 years Total
Financial Assets . ‘
Cash and cash equivalents $12,602,322. §~ §- $— 312,602,322
Trade and other receivables . - - 15,380,934 - - 15,586,934
Amcunis owed by related parties 5,123,078 ' — - - 8,123,078
$17,725,400 §15,586,934 5- $- $33,312,334
Financia| Linabilities
Trade and other payables .
Trade payables $5,263,140 5- 3- $-  §5,263,140
Accrued expenses - 1,565,907 - - 1,565,907
Amounts owed to related parties 470,146 - - - 470,147
Leng-term debt - 1,686,010 17,247,742 8,418,943 27,352,695
Derivative liability ~ - 40,836 - - 40,836
$5,733,286  $3,292,753  $17,247,742 38,418,943 $34,692,724
December 31, 2013
Less than
On demand lyear - 1to2years 3 to 5 years Total
Financial Assets
Cash and cash equivalents $7,023,747 $- 3- $—  $7,023,747
Trade and other receivables - 4,060,866, - - 4,060,866
Amounts owed by related parties 2,222.415 - — - 2,222,415
$9,246,162  $4,060,866 $— $— §13,307,028
Financial Liabilities
Trade and other payables :
Trads payables $3,487,478 5~ $- $~ 33,487,478
Accrued expenses ’ - 567,374 - - 567,374
Amounts owed to related parties 447420 - - - 447,420
Long-term debt ‘ - 1,334,675 4,045,825 5,298,300 10,678,800
Derivative liability — 102,090 - — 102,090
$4,045,825  $5,298,300 $15283,162

$3,934,898 52,004,139
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Forezgw currency risk : :

~The Group uses the US dollar as its functional currency and is therefore exposed to fore1gn
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.

The following table demonstrates the sensitivity to a reasonably possible change in the foreign
exchange rate, with al] otlier variables held constant, of the Group’s income before income tax ds

of December 31:

2014 '
Original Total Dollar
Currency in Php’ Equivalent
Financial assets
Cash and cash equivalents 35,143,622 $785,860
Trade and other receivables 281,617 6,343
Financial asset at FVPL 31,382,139 701,747
Amounts owed by related parties 18,371,609 - 413,822
Other current assets 144,774,223 3,176,289
Other non-current assets 15,560,561 353,455
Total financial assets 245,513,771 5,437,516
Financial liabilities
Trade and other payables 76,380,509 1,725,970
Amounts owed to related parties 21,024,919 470,146
Total financial liabilities 97,905,428 2,196,116
Net financial assefs 147,608,343 $3,241,400
H=50023
2013
Original ~ Total Dollar
Currency in Php1 Equivalent
Financial assets 4
Cash and cash equivalents 10,909,363 $245,735
Trade and other receivables 281,617 6,343
Financial asset at FVPL 357,603,488 8,055,039
Amounts owed by related parties 18,371,609 413,822
Other current assets 66,231,987 1,270,472
Other non-current assets 7,739,588 174,335
Total financial assets 461,137,652 10,165,746
Financial liabilities
Trade and other payables - 24,589,954 553,890
Amounts owed to related parties 19,863,213 447,420
Total financial liabilities 44,453,167 1,001,310
Net financial assets 416,684,485 $9,164,436

11 =$§.0225
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Foreign
Currency Effect on Foreign Effect on
appreciates Income Currency Income
2014 B by Before Tax depreciates hy  Before tax
Peso denominated assets +5%  ($518,780) -5% $621,825
Pesc denominated liabilities +5% 84,334 -5% (84,334)
‘ ($537,491) : $537,491
Foreign ,
Currency - Effect on Foreign Effect on
appreciates Income Currency Income
2013 by  Hefore Tax depreciates by  Before tax
Peso denontinated assets +5%  ($518,780) -5% $518,780
Peso denominated liabilities +5% 50,010 -5% (50,010)
{$468,770) $468,770 -

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

i

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

value,

The Group manages its capital structure, which pertains to its noncurrent liabilities and equity as
* shown in the consolidated balance sheet and makes adjustments to it, in light of changes in
economic conditions. To maintain or adjust the capital structure, the Group may adjust the
dividend payment to shareholders, return capital to shareholders or issue new shares. As of
December 31, 2014, 2013 and 2012, the Group is subject to externally imposed capital

requirements (see Note 4).

26.

Financial Instruments

The following table sets out the categories and class of the Group’s financial instruments:

2014
Carrying
, Amount Fair Value
Financial assets
Loans and receivables :
Cash and cash equivalents $12,602,322 512,602,322
Trade and other receivables 15,586,934 15,586,934
Financial assets at FVPL.- 701,747 701,747
Amounts owed by related parties 5,123,078 5,123,078
HTM investments 1,181,130 -

(Forward)
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2014
Carrying
Amount Fair Value
Other current assets
Rental deposit $1,133,929 $1,133,929
Loans to employees 94,111 94,111
Other noneurrent assets
Miscellaneous deposits 167,551 $167,551
$36,590,812 $35,408,903 -
Financial liabilities
Other financial liabilities
Trade and other payables .
Trade payables : $5,263,140 $5,263,140
Accrued expenses 1,565,907 1,565,907
Advances from customers 1,835,464 1,835,464
Derivative liability 40,836 40,836
Ameounts owed to related parties 470,147 470,147
Long-term debt ‘ 27,164,613 27,164,613
: 536,340,106 $36,340,106
2013
Carrying
Amount Fair Value
Financial assets
Loans and receivables
Cash and cash equivalents $7,023,647 $7,023,647
Trade and other receivables 4,060,866 4,060,866
Financial assets at FVPL 8,055,039 8,055,039
Amounts owed by related parties 2,222,415 2,222,415
Other current assets
Rental deposit 1,131,399 1,131,399
Loans to employees 134,072 134,072
Other noncurrent assets
Miscellaneous deposits 168,776 168,776
$22,796,214 $22,796,214
Financial liabilities
Other financial liabilities
Trade and other payables
Trade payables $3.487,478 $3,487.478
Accrued expenses 651,767 651,767
Advances from customers 153,544 153,544
Derivative liability 102,090 102,090
Amounts owed to related parties 447,420 447,420
Dividends payable - -
9,649,656 9,649,656

Long-term debt

$14,491,955

$14,491,955

AT
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Fair Values of Financial Instruments

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 recezvab!es loans to employees, trade and other

payables
The carrying amounts approximate fair value since these are mostly short-term in nature.

Amounts owed by and owed fo related parties and rental deposits
The carrying amounts approximate the fair value since these are due and demandable.

. Financial assets at FVPL
Financial assets at FVPL are stated at their fair values based on quoted prices. The fair value is
determined using the Level 1 of the fair value hierarchy.

HTM Investments .

The fair value of HTM investments that are actively traded in organized 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. The fair value is determmed using the Level 1 of the fair value
hierarchy.

Miscellaneous deposits

The miscellaneous deposits are carried at cost since the timing and related amounts of future cash
flows cannot be reasonably and relaably est:mated for purposes of establishing its fair value using
an alternative valuation technique.

Long-term debl
The fair value of long-term debt is based on the discounted value of future cash flovi using the

applicable rates for s1mllar types of loans. Discounts rates used range from 3.63% to 3.70% in
2012.

Derivative fiability
The fair value is calculated by reference to prevailing interest rate differential and spot exchange
rate as of valuation date, taking into account its remaining term to maturity.

Freestanding derivatives -

As of December 31, 2013, the Group has outstanding foreign currency swap contracts with
countferparty bank with an aggregate notional amount of $1.2 million and remaining maturities of
less than 2 months. The forward rates related to the forward contracts ranged from and from
£40.70 to P40.71 per US$ 1 as at December 31, 2013. The Group recognized derivative liability
relating to these contracts amountmg to $40,436 and $102,090 as of December 31, 2014 and 2013,
respectively.

(AR R



- 52 -

The movements in fair value changes of all dlerivativc instruments for the years cnded
December 31, 2014 and 2013 are as follows:

, 2014 2013
At beginning of year (5102,090) $9,480
Net changes in fair value of derivatives not _
designated as accounting hedges . - 102,090
Fair value of settled instruments 61,654 (9,480)
At end of year ($40,436) ($102,090)

The loss from the net fair value changes relating to the foreign currency swap contracts amounting
$584,163 in 2013 are included under “Other income {charges) - net” in the consolidated
statements of comprehensive income (see Note 21).

Fair Value Hierarchy .
The Group uses the following hierarchy for determining the fair value of financial instruments by

valuation technique:

Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities

Level 2: other techniques for which all inputs which have a significant effect on the recorded fair
value are observable, either directly or indirectly

Level 3: techniques which use inputs which have a significant effect on the recorded fair value
that are not based on observable market data

Only the derivative instruments, which is classified under level 2 is measured and carried at fair
value, There were no transfers made in the fair value measurements in 2014 and 2013,

27, Equity

a. Capital stock

The roll-forward of the cépital stock of the Parent Company follows:

) 2014 2013
- Authorized - common shares (1 par value) 400,000,000 400,000,000
Issued shares '

Beginning 280,217,656 194,595,600

Upon incorporation ' - -

Upon initial public offering - -

Stock dividend- issued and distributed :

(see Note 27) 28,021,763 85,622,056

Ending 308,239,419 280,217,656

Issued - 308,239,419 shares $7,203,869 $6,559,066
Undistributed shares (see Note 26) - '
30,823,942 shares 689,265 ' -

$7,893,134 $6,559,066

RN
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On November 18, 2011, the Parent Company listed with the PSE its common stock, wherein it
offered 42,163,000 shares to the public at issue price of 7 per share. The total proceeds with
issuance of new shares amounted to #2935.1 million ($6.8 million). The Parent Company
incurred transaction costs incidental to the IPO amounting to #47.3 million (§1.1 million),
which is charged against “Additional paid-in capital” in the consolidated balance sheet.

As of December 31, 2014 and 2013, the Parent Company has a total 18 and 80 number of
stockholders, respectively,

Retained earnings

The Board of Directors of Cirtek Holdings Philippines Corporation (the “Corporation”) in its
meeting held today, February 23, 2015, approved the declaration of cash dividend of US
Dellar 0.003893 (US§ 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 BSP
exchange rate one day before payment date. The total dividend payment will amount to US
Dollar One Miflion Two Hundred Thousand (US$ 1,200,000) based on the total 308,239,416
outstanding shares of stock of the Corporation.

On January 29, 2014, the BOD of the Parent Company declared cash dividend of $1,200,000
or $0.00428 per share to stockholders of record as of February 13, 2014. Also, on May 30,
2014, the BOD of the Parent Company declared cash dividends amounting to $600,000 or
$0.00214 per share to stockholders of record as of June 16, 2014,

In addition to the cash dividends, 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 January 16, 2013, the BOD'of the Parent Company declared cash dividends amounting to
$1,119,937 ($0.004796 per share) to stockho]ders of record as of January 31, 2013 payable on
February 15, 2013.

In addition to the cash dividend, the BOD also declared a Twenty Percent (20%) stock
dividend. During a regular meeting held on January 16, 2013, the stockholders approved the
20% stock dividends payable to stockholders of record as of March 15, 2013 and payment
date of April 5, 2013. ‘

1

During the regular meeting of the BOD of the Parent Company dated September 14, 2012, the
BOD approved the declaration of Twenty Percent (20%) stock dividend to stockholders of
record as of December 21, 2012, distributed on January 10, 2013. In a special mecting of
stockholders dated December 7, 2012, the stockholders approved the Twenty Percent (20%)
stock dividend, '

As discussed in Note 15, on March 17, 2011, the Parent Company absorbed the amount owed
by CEIC to CHI, including dividends payable amounting to $1,300,000. Subsequently, on
Maich 18, 2011, the Parent Company settled the divzdends payable through set-off with
existing receivables with CHI.

LA A
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28. Notes to Statement of Cash Flows

The Group has noncash operating, investing and financing activities representing the transfer
of ownership over the assets and liabilities assumed related to the acquisition of REMEC
entities, 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.

29, Other Matter

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 at December 31, 2014 and 2013 and results of operations for each of the three years in the
period ended December 31, 2014, '

WV
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

MAP SHOWING THE RELATIONSHIPS BETWEEN AND AMONG THE
COMPANIES IN THE GROUP, ITS ULTIMATE PARENT COMPANY AND CO-

SUBSIDIARIES ‘
DECEMBER 31, 2014

100% 100%
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES
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SCHEDULE A

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULE OF FINANCIAL ASSETS
AS AT AND FOR THE YEAR ENDED DECEMBER 31, 2014

Valued based
Name of on market
Issuing entity quotations at
-and Amount end of Income
association of  shown in the reporting received or
‘each issue  balance sheet period accrued
Cash and cash equivalents . N/A 812,602,322 $12,602,322 -
Trade and other receivables N/A 15,586,934 - 135,586,934 -
Financial asset at fair value through profit
or loss N/A - 701,747 701,747 -
Amounts owed by related parties N/A 5,123,078 5,123,078 -
Other current assets
Rental deposit L N/A 1,133,929 1,133,929 e
Loan to employees : : N/A 94,111 94,111 -
Held-to-maturity investments N/A 1,188,130 1,188,130 -
Other noncurrent assets ‘
Miscellaneous deposits N/A 167,551 167,551 -

$36,507,802  $36,597,802 $-




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 AT AND FOR THE YEAR ENDED DECEMBER 31, 2014

Amounts Receivable from Officers, Employees and Related Parties under Trade and other receivables

Balance at Balance at
beginning ‘Amounts : the end of
Name and Designation of debtor of period Additions collected: Carrent  Not Current the period
Advances to ofﬁcers and employees $'134,072 $139,l-22 ($179,083) £94,111 - 94,111
$134,072 $139,122  (8179,083} - $94,111 3= $94,111
Amounts owed by Related Parties
Balance at Balance at
beginning -~ . Amounts the end of
Nanme and Designation of debtor of period Additions collected Current  Not Current the period -
Cirtek Holding, Inc. : $1,809.256 - o8- - . 51,809,256 - 51,809,256
Carmerton, Inc. ‘33,161 - - 33,161 - 13,161
Cayon Holdings, Inc, 206,284 - - 206,284 ) - 206,284 .
Jery Lin CITTM 2900463 - 3OMIT - M
$1.202415  §1900663 §- 5807 - §5,13078




SCHEDULE C

CIRTEK HOLDINGS PHILIPPIN ES CORPORATION AND SUBSIDIARIES
SUPPLEMENTARY SCHEDULE OF AMOUNTS RECEIVABLE FROM
RELATED PARTIES WHICH ARE ELIMINATED DURING THE

CONSOLIDATION OF FINANCIAL STATEMENTS
AS AT AND FOR THE YEAR ENDED DECEMBER 31, 2014

Receivables from related parties which are eliminated during the consalidaticn

(under Trade and other receivables)

Balance
Balance at : } ‘ atend of
beginning of Amount Amount .

Name and dssignation of debtor period Additions collected written off Current Noncurrent period
Cirtek Electronics Corporation $37,663,571 $5,4.59; 191 o $ S $43,122,762 $-  $43,122,762
Cintek Electronics Intemational : .
Corporation - 9,000,000 - - 5,000,000 - 9,000,000
Cirtek Advanced Technology . . .

Solutien Inc. - 1,499,468 - - 1,499,468 - 1,499,468
Cirtek Holdings Philippines .
Cotporation 12,366,567 11,376,956 - - 23,743,523 ~ 23743523
$50,030,138  $27,335,615 $— §-  $77,365,753 $-  $77,365.753
Amounts ewed by related parties which are eliminated during the consolidation
- Balance at Balance of
beginning of Amount Amaunt end of
Name and designation of debtor period Additions collected  written off Current Mot current period

CitekBeonis Conomion VG051 5459191 - R LA AL R RVALY

Cirtek Electronics Intemational

Corporation - 9,000,000 I - 9,000,000 - 9,000,000

Cirtek Advanced Technology : ’

Solution Inc, - 1,495,468 - - 1,499,468 - 1,499,468
" Cirtek Heldings Philippines : )

Corporation 12,366,567 11,376,956 - - 2374357 L - 2334357

$50,030,138  $27,335,615 $- $-  §77,365.753 $-  $77,3635,733

LA



SCHEDULE D

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULE OF INTANGIBLE ASSETS - OTHER

ASSETS
AS AT DECEMBER 31, 2014

Intangible Assets - Other Assets

. . . Other

Charged to  Charged to changes
Beginning  Additions cost and other additions Ending
Description Balance at cost expenses accounts (deductions) Balance

Advances to supplier $43,440 $58,500 - $- $- $101,940 -

Development Cost 469,965 163,907 (72,940) - - 560,932
Notes Receivable ‘ - - - - 87,373 87,373
Miscellaneous Deposit 168,776 . - — - (1,266} 167,510
- $682,181 $222,407 ($72,940) §— 586,107 $917,755

LIRGEA



SCHEDULE E

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

. SUPPLEMENTARY SCHEDULE OF LONG TERM DEBT

AS AT DECEMBER 31, 2014

Long-term Debt

- Amount shown under
caption "current portion of

Amount shown under

- Title of Issue and type of Amount authorized by long -term” in related caption “long-term debt” in
obligation indenture balance sheet related balance sheet
Notes Payable , 518,684,680 $967,861 $17,716,819
Interest-bearing loan ’ 8,479,933 ' 2,444,218 6,035,715

$1,820,353,996 $328,514,924

$1,491,839,072
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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 AT DECEMBER 31, 2014

Indebtedness to related parties (Long-term loans from related companies)
Name of related party Balance at beginning of peried Balance at end of period

Not Applicable .



SCHEDULE G

CIRTEK HOLDINGS PHILIPPINES CCRPORATION AND SUBSIDIARIES
SUPPLEMENTARY SCHEDULE OF GUARANTEES OF SECURITIES OF

OTHER ISSUERS
~ AS AT DECEMBER 31, 2014

Guarantees of Securities of Other Issuers
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  Nature of guarantee

Not Applicable

AAVRDIRAENEARRYI A



SCHEDULE H

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULE OF CAPITAL STOCK
AS AT DECEMBER 31, 2014

Capital Stock

Number of Number of '
shares issued and  shares reserved Number of
outstanding as for options Number of shares held by
Number of shown under warrants, shares held directors,
shares  related balance conversion and by related officers and
Title of Issue authorized sheet caption other rights parties employses Others

Capital Stock 400,000,000 308,239,419

LRI



SCHEDULE OF ALL EFFECTIVE STANDARDS AND INTERPRETATIONS

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES
SUPPLEMENTARY SCHEDULE REQUIRED
UNDER SRC RULE 68, AS AMENDED (2011)

Framework for the Preparation and Presentation of Financial

Statements : .
Conceptual Framework Phase A: Objectives and quahtatzve

characteristics

PFRSs Practice Statement Management Commentary _ v

Philippine Financial Reporting Standards

PFRS 1 First-time Adoption of Philippine Financial Reportmg v
(Revised) Standards

Amendments to PFRS | and PAS 27: Cost of an

Investment in a Subsidiary, Jomtiy Contro fled Entity or | v
Associate
Amendments to PFRS 1: Addition.al Exemptions for Y

First-time Adopters

Amendment to PFRS 1. Limited Exemption from

Comparative PFRS 7 Disclosures for First- tlme : v
Adopters ‘
Amendments to PFRS 1: Severe Hyperinflation and v

Removal of Fixed Date for First-time Adopters

Amendments to PFRS 1: Government Loans v

PFRS 2 Share-based Payment - : 4
Amendments to PFRS 2: Vesting Conditions and Y
Cancellations '
Amendments to PFRS 2: Group Cash-settled Share~ ' v
hased Payment Transactions :

PFRS 3 | Business Combinations A v

(Revised) h

PFRS 4 Insurance Centracts : ' v
Amendments to PAS 39 and PFRS 4: Financial ‘ v
Guarantee Contracts

PFRS 5 Non-current Assets Held for Sale and Discontinued v
QOperations '

PFRS 6 ‘Exploration for and Evaluation of Mineral Resources v

PFRS 7 Financial Instruments; Disclosures ' v
Amendments to PAS 39 and PERS 7: Reclassification P
of Financial Assets '

*Standards and interpretations which will became effective subsequent to December 31, 20]4.



PFRS 10

PFRS 7 Amendments to PAS 39 and PFRS 7: Reclassification
of Financial Assets - Effective Date and Transition
Amendments to PFRS 7: f-mproving 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 Transition Disclosures
- |PFRS 8 Operating Segments
PFRS 9 Financial Instruments * _ See footnote. ¥
: Amendments to PFRS 9: Mandatory Effective Date of See footnote *
PFRS 9 and Transition Disclosures* '
Consolidated Financial Statements

Amendments to PFRS 10, PFRS 12 and PAS 27:
Investment Entities o

Amendments to PFRS 10, PFRS 12 and PAS 28:
Investment Entities - Applying the Consolidation
Exception*

See footnote *

Amendments to PF’RS 10 and PAS 28; Sale or
Contribution of Assets befween an Investor and ifs

Associate or Jolnt Venture?

See footnote.t

PRRS 1

Jomt Armangemert

Amendments to PFRS 11: Accounting for Acquisitions
of Interests in Joint Operations®

See footnote.*

Amendment to PAS 1: Capital Disclosures

PFRS 12 |Disclosure of Interests in Other Entities
Amendments to PFRS 10, PFRS 12 and PAS 27:
Investment Entities
Amendments to PERS 10, PFRS 12 and PAS 28:
Investment Entities - Applying the Conselidation See footnote*
Exception®
PFRS 13 Fair Value Measurement
PFRS 14 | Regulatory Deferral Accounts® See footnote, *
Philippine Accounting Standards
PAS 1 Presentation of Financial Statements
(Revised) '

Amendments to PAS 32 and PAS 1: Puttable Financial
Instruments and Obligations Arising on Liquidation

*Standards and interpretations which will become effective subsequent to December 31, 2014,




PAS1 Amendments to PAS 1: Presentation ¢f Items of Other v
(Revised) Comprehensive Incomne 7
‘ Amendments to PAS 1: Disclosure Initiafives* See footnote.*
PAS 2 Inventories v
PAS 7 Statement of Cash Flows v
PAS 8 Accounting Policies, Changes in Accounting Estimates v
and Errors
PAS 10 Events after the Reporting Period v
PAS 11 Construction Contracts v
PAS 12 Income Taxes v
Amendment to PAS 12 - Deferred Tax: Recovery of v
Underlying Assets
PAS 16 Property, Plant and Equipment v
Amendments to PAS 16 and PAS 38: Clarification of g '
- L ec footnots. *
Acceptable Methods of Depreciation and Aniortization*
Amendments to PAS 16 and PAS 41: Bearer Plants* See footnote.*
|PAS 17 Leases v
1PAS 18 Revenue v
PAS 19 Employee Benefits v
Amended),
( ) Amendments to PAS 19 Defined Benefit PEans - .
" See footnote.
Employee Contributions
PAS 20 Accounting for Government Grants and Disclosure of v
: Government Assistance '
PAS 21 The Effects of Changes in Foreign Exchange Rates v
Amendment to PAS 21 Net Investment in a Foreign s
Operation
PAS23 Borrowing Costs v
(Revised)
PAS 24 Related Party Disclosures v
(Revised) ‘ )
PAS 26 Accounting and Reporting by Retirement Benefit Plans v
PAS 27 Separate Financial Statements R4
(Amended) -Amendments to PFRS 10, PFRS 12 and PAS 27: v
Investment Entities
Amendments to PAS 27: Equity Method in Separate
Financial Statements* See footaote,*

*Standards and interpretations which will become effective subsequent to December 31, 2014.




PAS 28
(Amended}

Tnvestments in Associates and Joint Ventures =

Amendments to PFRS 10, BFRS 12 and PAS 28:

Investment Entities - Applymg the Consohdaﬂon

Exception®

See footnote.*

Amendments to PFRS 10 and PAS 28; Sale or
Coniribution of Assets between an Investor and its
Associate or Joint Venture®

See footnote.*

PAS 29

Financial Reporting in Hypeﬁnﬂati_onary Economies

PAS 32

Financial Instruments: Disclosure and Presentation

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

PAS 33

Earnings per Share

PAS 34

Interim Financial Reporting

PAS 36

Impairment of Assets

Amendments to PAS 36: Recbverable Amount
Disclosures for Non-Financial Assets ’

PAS 37

Provisions, Contingent Liabilities and Contingent

Assets

PAS 38

Intangible Assets

Amendments to PAS 16 and PAS 38: Clarification of

Acceptable Methods of Depreciation and Amortization* |

PAS 39

Financial Instraments: Recognition and Measurement

Amendments to PAS 39: Transition and Initial
Recognition of Financial Assets and Financial
Liabilities

Amendments to PAS 39: Cash Flow Hedge Accounting
of Farecast Intragroup Transactions

Amendments to PAS 39: The Fair Value Option

Amendments to PAS 3% and PFRS 4: Fin'ancial
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

*Standards and interpretations which will become effective subsequent to December 31, 20)4.




PAS 39 Amendments to Philippine Interpretation IFRIC-9 and v
PAS 39: Embedded Derivatives ,
LAmendment to PAS 39: Eligible Hedged Ttems v
Amendments to PAS 39: Novation of Derivatives and v
Continuation of Hedge Accounting ‘ |
Amendments to PAS 39: Mandatory Effective Date of See foolnote. *
PFRS 9 and Transition Disclosures* )
PAS 40 Investment Property v
PAS 41 LAgr;'culture ‘ i v
| Amendments to PAS 16 and PAS 41: Bearer Plants* | B v
r
Philippine Interpretations '
IFRIC 1 Changes in Existing Decommissioning, Restoration and | v
| Similar Liabilities '
IFRIC 2 Members’ Share in Co-operative Entities and Similar v
Instruments
JIFRIC 4 Determining Whether an Arrangement Contains a
Lease
IFRIC 5 Rights to Interests arising from Decommissioning, v
Restoration and Environmental Rehabilitation Funds
IFRIC ¢ Liabilities arising from Participating in a Spécific v
| Market - Waste Electrical and Electronic Equipment
TFRIC 7 Applving the Restatement Approach under PAS 29 v
Financial Reporting in Hyperinflationary Economies
IFRIC § Scope of PFRS 2 v
IFRIC 9 Reassessment of Embedded Derivatives 4
Amendments to Philippine Interpretation IFRIC-9 and v
PAS 39: Embedded Derivatives
IFRIC 10 |/nterim Financial Reporting and Impairment v
IFRIC 11 PFRS 2-Group and Treasury Share Transactions v
IFRIC 12 Service Concession Arrangements v
IFRIC 13 Customer Loyalty Programm'es v
IFRIC 14 PAS 19-The Limit on a Defined Benefit Asset, v
Minimum Funding Requirements and their Interaction
Amendments to Philippine Interpretations IFRIC-14, v
Prepayments of a Minimum Funding Requirement
IFRIC 15 | Agreements for the Construction of Real Estate* See footnote. *
IFRIC 16 Hedges of a Net Investment in a Foreign Operation v
IFRIC 17 LDistributions of Non-cash Assets to Owners L 4

*Standards and interpretations which will become effective subsequent to December 31, 2014,

i

AN O




IFRIC 18 Transfers of Assets from Customers
IFRIC 19 Extinguishing Financizal Liabilities with Equity
_ Instruments

IFRIC 20 Stripping Costs in the Production Phase of a Surface
Mine

IFRIC 21 Levies

S1C-7 Introduction of the Euro

SIC-10 Government Assistance - No Specific Relation to

‘ Operating Activities

SI1C-15 Operating Leases — Incentives

SIC-25 Income Taxes - Changes in the Tax Status of an Entity
or its Shareholders _

S1C-27 Evaluating the Substance of Transactions Involving the
Legal Form of a Lease ' ' '

SIC-29 Service Congession Arrangements: Disclosures

SIC-31 Revenue - Barter Transactions Involving Advertising
Services ‘

SIC-32 Intangible Assets - Web Site Costs

*Standards and Inferpretations which will become effective sihsequent to December 31, 2014.




CIRTEK HOLDINGS PHILIPPINES CORPORATION

RECONCILIATION OF RETAINED EARNINGS AVAILABLE FOR

DIVIDEND DECLARATION
DECEMBER 31, 2014

Unappropriated Retained Earnings, beginning $35,762
Adjustments in previous year’s Reconciliation: |

Less; Non-actual/unrealized income net of tax

Unappropriated Retained Earnings, as adjusted, beginning _ ‘ ' 35,762

Net Income based on the face of AFS " ‘ $3,169,977
Add:  Non-actual losses ' I -
Less: Non-actual/unrealized income net of tax -

Net Income Actual/Realized . - 3,169,977
Transfer from Appropriated to Unappropriated Retained
Farnings . : _

Unappropriated Retained Earnings, as adjusted, ending -
Less: Dividends declared in 2014

Cash dividends declared Co {(1,800,000)

Stock dividends declared L (1,334,068) (3,134,068)

Retained earnings available for diviciend declaration - - _ $71,671
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CIRTEK HOLDINGS PHILIPPINES CORPORATION
FINANCIAL SOUNDNESS INDICATORS

DECEMBER 31, 2014
Ratios Formula . | SDee 31Dec3
(i} Current Ratio Current Assets/Current Liabilities 3.56 4.99
{ii) Debt/Equity Ratio Bank Debts/ Total Equity 0.76 0.32

(iii) Net Debt/Equity Bank Debts-Cash & Equivalents/Total
. _ L : 0.41 0.09
Ratio Equity :

gla:gi?sset to Equity Total Assets/Total Equity 2.17 1.55

(iv) Interest Cover Ratio EBITDA_/Intﬁe;est BExpense (13.43) (18.80)

(v) Profitability Ratios .
GP Margin Gross ProfiRevenues 0.15 0.19
Net Profit Margin Net Income/Revenues - 0.13 0.11
EBITDA Margin EBITDA/Révenues 0.14 0.17
Return on Assets Net Incomne/Total Assets . _ 0.08 0.10
Return on Equity - Net Income/Total Equity - 0.18 0.15

*EBITDA = Operating income before working capital changes
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INDEPENDENT AUDITORS’ REPORT

The Stockholders and the Board of Directors
Cirtek Holdings Philippines Corporation
116 East Main Avenue

Phase V-SEZ

Laguna Technopark

Bifian, Laguna

Report on the Financial Statements

We have audited the accompanying parent company financial statements of Cirtek Holdings
Philippines Corporation, which comprise the parent company balance sheets as at December 31, 2014
and 2013, and the parent company statements of comprehensive income, statements of changes in
equity and statements of cash flows for the years then ended, and a summary of significant accounting
policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these parent company financial
statements in accordance with Philippine Financial Reporting Standards, and for such internal control
as management determines is necessary to enable the preparation of parent company financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Qur responsibility is to express an opinion on these parent company financial statements based on our
audits. We conducted our audits in accordance with Philippine Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the parent company financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the parent company financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control relevant
to the entity’s preparation and fair presentation of the parent company financial statements 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 entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the parent company financial statements.

We believe that the audit evidence we have obtained is sufficient and apgnropnate to provide a basis for

BIR - RDO
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Opinion

In our opinion, the parent company financial statements present fairly, in all material respects, the
financial position of Cirtek Holdings Philippines Corporation as at December 31, 2014 and 2013, and
its financial performance and its cash flows for the years then ended in accordance with Philippine
Financial Reporting Standards.

Report on the Supplementary Information Required Under Revenue Regulations 15-2010

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The supplementary information required under Revenue Regulations 15-2010 in Note 16
to the parent company financial statements is presented for purposes of filing with the Bureau of
Internal Revenue and is not a required part of the basic parent company financial statements. Such
information is the responsibility of the management of Cirtek Holdings Philippines Corporation. The
information has been subjected to the auditing procedures applied in our audits of the basic parent
company financial statements. In our opinion, the information is fairly stated, in all material respects,
in relation to the basic parent company financial statements taken as a whole.

SYCIP GORRES VELAYO & CO.

Wﬂu P A ~L

Ladislac Z. Avila, Jr.

Partner

CPA Certificate No. 69099

SEC Accreditation No. 0111-AR-3 (Group A),
January 18, 2013, valid until January 17, 2016

Tax Identification No. 109-247-891

BIR Accreditation No. 08-001998-43-2015,
February 27, 20135, valid until February 26, 2018

PTR No. 4751254, January 5, 2015, Makati City

April 10, 2015
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CIRTEK HOLDINGS PHILIPPINES CORPORATION
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PARENT COMPANY BALANCE SHEETS

December 31
2014 2013

ASSETS
Current Assets
Cash (Note 4) $10,035,366 $41,703
Amounts owed by related parties (Note 9) 38,181,732 23,251,376
Financial asset at fair value through proﬁt and loss (Note 6) - 4,220,621
Dividends receivable - 1,150,000
Other current assets 8,397 5,000
Total Current Assets 49,225,695 28,068,700
Noncurrent Asset
Investments in subsidiaries (Note 5) ! 5,981,499 5,981,499
TOTAL ASSETS $55,207,194 $34,650,199
LIABILITIES AND EQUITY
Current Liabilities
Accrued expenses (Note 7) $80.,675 394,383
Current portion of long-term debt - net of deferred

financing cost (Note 8) 967,861 964,977
Amounts owed to related parties (Note 9) 23,743,523 13,516,567
Derivative liability (Note 14) - 61,254
Total Current Liabilities 24,792,059 14,637 181
Noncurrent Liability
Long-term debt - net of current portion and

deferred financing cost (Note 8) 17,716,819 8,684,679
Equity
Capital stock (Note 12) 7,893,134 6,559,066
Additional paid-in capital (Note 12) 4,733,511 4,733,511
Retained earnings 71,671 35,762
Total Equity 12,698,316 11,328,339
TOTAL LIABILITIES AND EQUITY $55,207,194 $34,650,199

See accompanying Notes to Parent Company Financial Statements.
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CIRTEK HOLDINGS PHILIPPINES CORPORATION

PARENT COMPANY STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31
2014 2013
DIVIDEND INCOME $3,600,000 $4,100,000
GENERAL AND ADMINISTRATIVE EXPENSES
(Note 10) 94,244 167,665
FINANCIAL INCOME (EXPENSES)
Interest income (Note 4) 818 46,003
Interest expense (Note §) (369,698) (400,030)
(368,880) (354,027)
OTHER INCOME (CHARGES) - Net
Foreign exchange gains (losses) - net 84,738 (365,922)
Bank charges (145) (213)
Mark-to-market loss on foreign currency forwards
(Note 14) - (300,055)
Others {51,492) (6,173)
33,101 {672,363)
NET INCOME 3,169,977 2,905,945
OTHER COMPREHENSIVE INCOME - —
TOTAL COMPREHENSIVE INCOME $3,169,977 $2,905,945
See accompanying Notes to Parent Company Financial Statements,
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CIRTEK HOLDINGS PHILIPPINES CORPORATION

PARENT COMPANY STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

Capital Stock
Undistributed
Stock
Dividends Additional Retained
Issued {(Note 12) Paid-in Capital Earnings Total

Balances at December 31, 2012 $4,460,896 $950,847 $4,733,511 $47,077 $10,192,331
Net income for the year - - - 2,905,945 2,905,945
Other comprehensive income — — — — -
‘Total comprehensive income - - - 2,905,945 2,505,945
Issuance of undistributed stock

dividends 950,847 (950,847) - - -
Cash dividends declared (Nete 12) .= - - (1,769,937) (1,769,937)
Stock dividends declared (Note 12) 1,147,323 - - (1,147,323) -
Balances at December 31, 2013 6,559,066 - - 4,733,511 35,762 11,328,339
Net income for the year - - - 3,169,977 3,169,977
Other comprehensive income — — - — —
Total comprehensive income — — - 3,169,977 3,169,977
Cash dividends declared (Note 12} - - - (1,800,000} (1,800,000)
Stock dividends declared (Note 12) 644,803 689,265 - (1,334,068} -
Balances at December 31, 2014 $7,203,869 $689,265 84,733,511 $71,671 $12,698,316
See accompanying Notes to Parent Company Financial Statements.
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CIRTEK HOLDINGS PHILIPPINES CORPORATION

PARENT COMPANY STATEMENTS OF CASH FLOWS

Years Ended December 31
2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $3,169,977 $2,905,945
Adjustments for:
~ Dividend income : (3,600,000) (4,100,000)
Unrealized foreign exchange loss (gain) (12,776) 365,922
Interest expense 369,098 400,030
Interest income (818) (46,003)
Unrealized mark-to-market loss - 61,254
Operating loss before working capital changes (73,919) (412,852)
Decrease (increase) in:
Amounts owed by related parties (Note 9) (15,930,086) (8,987,114)

Other current assets (3,597) (3,133)
Increase (decrease) in:

Accrued expenses (13,708) (24,016).

Derivative liability (61,254) (9,480)
Net cash used in operations (16,082,564) (449,481)
Dividends received 4,750,000 2,950,000
Interest received 818 46,003
Net cash flows used in operating activities (11,331,746) (6,416,576)
CASH FLOWS FROM INVESTING ACTIVITIES
Disposal of (addition in) investment in financial asset at FVPL 4,220,621 (4,220,621)
CASH FLOWS FROM FINANCING ACTIVITIES
Increase in amounts owed to related parties (Note 7) 10,226,956 9,490,014
Increase (decrease) in long-term debt (Note 8) 9,035,024 (213,170)
Payments of cash dividends: (1,800,600) (2,361,934)
Interest paid (Note 8) (369,968) (400,030}
Net cash flows from financing activities 17,092,282 6,514,880
NET INCREASE (DECREASE) IN CASH 9,980,887 (4,122,317)
EFFECT OF EXCHANGE RATE CHANGES ON CASH 12,776 (365,922)
CASH AND AT BEGINNING OF YEAR 41,703 4,553,958
CASH AT END OF YEAR (Note 4) $10,035,366 $41,703

See accompanying Notes 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,

On March 1, 2011, the Parent Company acquired from Cirtek Holdings, Inc. (“CHI”) 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.

On November 18, 2011, CHPC completed its initial public offering of 42,163,000 common shares
with the Philippine Stock Exchange (PSE).

The Parent Company’s registered address is 116 East Main Avenue Phase V-SEZ, Laguna
Technopark, Bifian, Laguna, Philippines.

The Company has no employees as of December 31, 2014 and 2013, The accounting and
administrative function of the Company are handled by CEC.

On July 23, 2014, CEIC entered into a Share Purchase Agreement (SPA) with Remec Broadband
Wireless Holdings, Inc (RBWHI; the Seller) and Remec Broadband Wireless International, Inc.
(the Branch) wherein RBWHI agreed to sell all of its issued and outstanding ordinary share (5,000
ordinary shares at US$ 1.00 each at par value) to CEIC.

The closing date of the transactions is effective July 30, 2014,
The financial statements of the Parent Company as at and for the year ended December 31, 2014

and 2013 were approved and authorized for issue by the Board of Directors (BOD) on
April 10, 2015,

Basis of Preparation, Statement of Compliance and Summary of Significant Accounting
Policies

Basis of Preparation

The accompanying Parent Company financial statements are prepared on a historical cost basis
except for derivative instrument which is carried at fair value, The Parent Company financial
statements are presented in United States (US) dollar, which is the Parent Company’s functional
currency. All amounts are rounded off to the nearest US dollar ($) except when otherwise
indicated.

VRN
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The Parent Company also prepares and issues consolidated financial statements for the same
period as the separate financial statements in compliance with Philippine Financial Reporting
Standards (PFRS). These may be obtained at the Parent Company’s registered office address.

Statement of Compliance

The Parent Company’s financial statements are prepared in compliance with Philippine Financial
Reporting Standards (PFRS). PFRS includes statements named PFRS and Philippine Accounting
Standards (PAS), including Philippine Interpretations from the International Financial Reporting
Interpretations Committee (IFRIC) interpretations issued by the Philippine Financial Reporting
Standards Council (FRSC).

Changes in Accounting Policies and Disclosures

The Company applied for the first time certain standards and amendments, which are effective for
annual periods beginning on or after 1 January 2014, However, they do not impact the annual
financial statements of the Company.

The nature and impact of each new standard and amendment is described below:

New and Amended Standards and Interpretations and Improved PFRS Adopted in Calendar Year
2014

The accounting policies adopted are consistent with those of the previous financial year, except for

the adoption of the following new and amended standards and Philippine Interpretations of IFRIC

interpretations and improved PFRS which the Company has adopted starting January 1, 2014,

Unless otherwise indicated, the adoption did not have any significant impact to the financial

statements of the Parent Company.

¢ Amendments to PFRS 10, PFRS 12 and PAS 27, Investment Entities
These amendments are effective for annual periods beginning on or after January 1, 2014,
They provide an exception to the consolidation requirement for entities that meet the
definition of an investment entity under PFRS 10. The exception to consolidation requires
investment entities to account for subsidiaries at fair value through profit or loss. It is not
expected that this amendment would be relevant to the Parent Company since it would not
qualify as an investment entity under PFRS 10.

s PAS 32, Financial Instruments: Presentation - Offsetting Financial Assets and Financial

Liabilities (Amendments)

The amendments clarify the meaning of “currently has a legally enforceable right to set-off”
and also clarify the application of the PAS 32 offsetting criteria to settlement systems (such as
central clearing house systems) which apply gross settlement mechanisms that are not
simultaneous. The amendments affect presentation only and have no impact on the Parent
Company’s financial position or performance. The amendments to PAS 32 are to be
retrospectively applied for annual periods beginning on or after January 1, 2014.

o PAS 36, Impairment of Assets - Recoverable Amount Disclosures for Non-Financial Assets
(Amendments)
These amendments remove the unintended consequences of PFRS 13 on the disclosures
required under PAS 36. In addition, these amendments require disclosure of the recoverable
amounts for the assets or cash-generating units (CGUs) for which impairment loss has been
recognized or reversed during the period. These amendments are effective retrospectively for
annual periods beginning on or after January 1, 2014 with earlier application permitted,

I EEAR
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provided PFRS 13 is also applied. The amendments affect disclosures only and have no
impact on the Company’s financial position or performance.

¢ PAS 39, Financial Instruments: Recognition and Measurement - Novation of Derivatives and
Continuation of Hedge Accounting (Amendments)
These amendments provide relief from discontinuing hedge accounting when novation of a
derivative designated as a hedging instrument meets certain criteria. These amendments are
effective for annual periods beginning on or after January I, 2014. The Parent Company does
. not have derivatives during the current period. However, these amendments would be
considered for future novations.

o Philippine Interpretation IFRIC 21, Levies
IFRIC 21 clarifies that an entity recognizes a liability for a levy when the activity that triggers
payment, as identified by the relevant legislation, occurs. For a levy that is triggered upon
reaching a minimum threshold, the interpretation clarifies that no liability should be
anticipated before the specified minimum threshold is reached. IFRIC 21 is effective for
annual periods beginning on or after January 1, 2014. The Parent Company does not expect
that [FRIC 21 will have material financial impact in future financial statements.

Annual Improvements to PFRSs (2010-2012 cycie)

In the 2010 — 2012 annval improvements cycle, seven amendments to six standards were issued,
which included an amendment to PFRS 13, Fair Value Measurement. The amendment to

PFRS 13 is effective immediately and it clarifies that short-term receivables and payables with no
stated interest rates can be measured at invoice amounts when the effect of discounting is
immaterial, This amendment has no impact on the Company’s financial statements.

Annual Improvements to PFRSs (2011-2013 cycle)

In the 2011 — 2013 annual improvements cycle, four amendments to four standards were issued,
which included an amendment to PFRS 1, First-time Adoption of Philippine Financial Reporting
Standards-First-time Adoption of PFRS. The amendment to PFRS 1 is effective immediately, It
clarifies that an entity may choose to apply either a current standard or 2 new standard that is not
yet mandatory, but permits early application, provided either standard is applied consistently
throughout the periods presented in the entity’s first PFRS financial statements. This amendment
has no impact on the Parent Company’s financial statements as it is not a first time PFRS adopter.

New Accounting Standards, Interpretations and Amendments Effective Subsequent to

December 31, 2014
The Parent Company will adopt the following standards and interpretations when these become
effective. Except as otherwise indicated, the Company does not expect the adoption of these new
standards and interpretations to have any significant impact on the Company’s financial
statements.

» PFRS 9, Financial Instruments — Classification and Measurement (2010 version)

" PFRS 9 (2010 version) reflects the first phase on the replacement of PAS 39 and applies to the
classification and measurement of financial assets and liabilities as defined in PAS 39,
Financial Instruments: Recognition and Measurement. PFRS 9 requires all financial assets to
be measured at fair value at initial recognition. A debt financial asset may, if the fair value
option (FVO) is not invoked, be subsequently measured at amortized cost if it is held within a
business model that has the objective to hold the assets to collect the contractual cash flows
and its contractual terms give rise, on specified dates, to cash flows that are solely payments of
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principal and interest on the principal outstanding. All other debt instruments are
subsequently measured at fair value through profit or loss. All equity financial assets are
measured at fair value either through other comprehensive income (OCI) or profit or loss.

Equity financial assets held for trading must be measured at fair value through profit or loss.
For FVO liabilities, the amount of change in the fair value of a lability that is attributable to
changes in credit risk must be presented in OCI. The remainder of the change in fair value is
presented in profit or loss, unless presentation of the fair value change in respect of the
liability’s credit risk in OCI would create or enlarge an accounting mismatch in profit or loss.
All other PAS 39 classification and measurement requirements for financial liabilities have
been carried forward into PFRS 9, including the embedded derivative separation rules and the
criteria for using the FVO. The adoption of the first phase of PFRS 9 will have an effect on
the classification and measurement of the Parent Company’s financial assets, but will
potentially have no impact on the classification and measurement of financial liabilities.

PFRS 9 (2010 version) is effective for annual periods beginning on or after January 1, 2015.
This mandatory adoption date was moved to January 1, 2018 when the final version of
PFRS 9 was adopted by the Philippine Financial Reporting Standards Council (FRSC). Such
adoption, however, is still for approval by the Board of Accountancy (BOA).

Philippine Interpretation IFRIC 15, Agreements for the Construction of Real Estate

This interpretation covers accounting for revenue and associated expenses by entities that
undertake the construction of real estate directly or through subcontractors. The interpretation
requires that revenue on construction of real estate be recognized only upon completion,
except when such contract qualifies as construction contract to be accounted for under PAS 11
or involves rendering of services in which case revenue is recognized based on stage of
completion. Contracts involving provision of services with the construction materials and
where the risks and reward of ownership are transferred to the buyer on a continuous basis
will also be accounted for based on stage of completion. The SEC and the FRSC have
deferred the effectivity of this interpretation until the final Revenue standard is issued by the
International Accounting Standards Board (IASB) and an evaluation of the requirements of
the final Revenue standard against the practices of the Philippine real estate industry is
completed. Adoption of the interpretation when it becomes effective will not have any impact
on the financial statements of the Company.

Effective in 2015

PAS 19, Employee Benefits — Defined Benefit Plans: Employee Contributions (Amendments)
PAS 19 requires an entity to consider contributions from employees or third parties when
accounting for defined benefit plans. Where the contributions are linked to service, they
should be attributed to periods of service as a negative benefit. These amendments clarify that
if the amount of the contributions is independent of the number of years of service, an entity is
permitted to recognize such contributions as a reduction in the service cost in the period in
which the service is rendered, instead of allocating the contributions to the periods of service.
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Annual Improvements to PFRSs (2010-2012 cycle)

The Annual Improvements to PFRSs (2010-2012 cycle) are effective for annual periods beginning
on or after January 1, 2015 and are not expected to have a material impact on the Parent Company.
They include:

PFRS 2, Share-based Payment — Definition of Vesting Condition

This improvement is applied prospectively and clarifies various issues relating to the

definitions of performance and service conditions which are vesting conditions, including;

o A performance condition must contain a service condition

o A performance target must be met while the counterparty is rendering service

o A performance target may relate to the operations or activities of an entity, or to those of
another entity in the same group

o A performance condition may be a market or non-market condition

o Ifthe counterparty, regardless of the reason, ceases to provide service during the vesting
period, the service condition is not satisfied.

PFRS 3, Business Combinations — Accounting for Contingent Consideration in a Business
Combination

The amendment is applied prospectively for business combinations for which the acquisition

date is on or after July 1, 2014. It clarifies that a contingent consideration that is not classified

as equity is subsequently measured at fair value through profit or loss whether or not it falls

within the scope of PAS 39, Financial Instruments: Recognition and Measurement

(or PFRS 9, Financial Instruments, if adopted early). The Parent Company shall consider this

amendment for future business combinations.

PFRS 8, Operating Segments — Aggregation of Operating Segments and Reconciliation of the
Total of the Reportable Segments’ Assets to the Entity’s Assets

The amendments are applied retrospectively and clarify that:

o An entity must disclose the judgments made by management in applying the aggregation
criteria in the standard, including a brief description of operating segments that have been
aggregated and the economic characteristics (e.g., sales and gross margins) used to assess
whether the segments are ‘similar’.

o The reconciliation of segment assets to total assets is only required to be disclosed if the
reconciliation is reported to the chief operating decision maker, similar to the required
disclosure for segment liabilities. '

PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets — Revaluation Method
— Proportionate Restatement of Accumulated Depreciation and Amortization

The amendment is applied retrospectively and clarifies in PAS 16 and PAS 38 that the asset

may be revalued by reference to the observable data on either the gross or the net carrying

amount, In addition, the accumulated depreciation or amortization is the difference between

the gross and carrying amounts of the asset.

PAS 24, Related Party Disclosures — Key Management Personnel

The amendment is applied retrospectively and clarifies that a management entity, which is an
entity that provides key management personnel services, is a related party subject to the
related party disclosures. In addition, an entity that uses a management entity is required to
disclose the expenses incurred for management services.
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Annual Improvements to PFRSs (2011-2013 cycle) ‘

The Annual Improvements to PFRSs (2011-2013 cycle) are effective for annual periods beginning
on or after January 1, 2015 and are not expected to have a material impact on the Company. They
include:

PFRS 3, Business Combinations — Scope Exceptions for Joint Arrangements

The amendment is applied prospectively and clarifies the following regarding the scope

exceptions within PFRS 3;

o Joint arrangements, not just joint ventures, are outside the scope of PFRS 3.

o This scope exception applies only to the accounting in the financial statements of the joint
arrangement itself.

PFRS 13, Fair Value Measurement ~ Portfolio Exception

The amendment is applied prospectively and clarifies that the portfolio exception in PFRS 13
can be applied not only to financial assets and financial liabilities, but also to other contracts
within the scope of PAS 39 (or PFRS 9, as applicable).

PAS 40, Investment Property

The amendment is applied prospectively and clarifies that PFRS 3, and not the description of
ancillary services in PAS 40, is used to determine if the transaction is the purchase of an asset
or business combination. The description of ancillary services in PAS 40 only differentiates
between investment property and owner-occupied property (i.e., property, plant and
equipment).

Effective in 2016

PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets — Clarification of
Acceptable Methods of Depreciation and Amortization (Amendments)
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 aresult, 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. The amendments are
effective prospectively for annual periods beginning on or after January 1, 2016, with early
adoption permitted. These amendments are not expected to have any impact to the Parent
Company given that the Parent Company has not used a revenue-based method to depreciate
its non-current assets.

PAS 16, Property, Plant and Equipment, and PAS 41, Agriculture — Bearer Plants
(Amendments)
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 either 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 Granis and Disclosure of Government Assistance,
will apply. The amendments are retrospectively effective for annual periods beginning on or
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after January 1, 2016, with early adoption permitted. These amendments are not expected to
have any impact to the Parent Company as the Parent Company does not have any bearer
plants. -

PAS 27, Separate Financial Statements — Equity Method in Separate Financial Statements
(Amendments)
The amendments will 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. For first-time adopters of PFRS
electing to use the equity method in its separate financial statements, they will be required to
apply this method from the date of transition to PFRS. The amendments are effective for
annual periods beginning on or after January I, 2016, with early adoption permitted. These
amendments will not have any impact on the Parent company financial statements.

PFRS 10, Consolidated Financial Statements and PAS 28, Investments in Associates and Joint
Ventures - Sale or Contribution of Assets between an Investor and its Associate or Joint
Venture
These amendments address an acknowledged inconsistency between the requirements in
PFRS 10 and those in PAS 28 (2011) in dealing with the sale or contribution of assets between
an investor and its associate or joint venture. The amendments require that a full gain or loss
is recognized when a transaction involves a business (whether it is housed in a subsidiary or
not). A partial gain or loss is recognized when a transaction involves assets that do not
constitute a business, even if these assets are housed in a subsidiary. These amendments are
effective from annual periods beginning on or after 1 January 2016,

PFRS 11, Joint Arrangements — Accounting for Acquisitions of Interests in Joint Operations
(Amendments)
The amendments to PFRS 11 require that a joint operator accounting for the acquisition of an
interest in a joint operation, in which the activity of the joint operation constitutes a business
must 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, 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 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 and are prospectively
effective for annual periods beginning on or after January 1, 2016, with early adoption
permitted. These amendments are not expected to have any impact to the Parent Company.

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
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 statement of financial
position and present movements in these account balances as separate line items in the
statement of profit or loss 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
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rate-regulation on its financial statements. PFRS 14 is effective for annual periods beginning
on or after January 1, 2016. Since the Parent Company is an existing PFRS preparer, this
standard would not apply.

Annual Improvements to PFRSs (2012-2014 cycle)

The Annual Improvements to PFRSs (2012-2014 cycle) are effective for annual periods beginning
on or after January 1, 2016 and are not expected to have a material impact on the Parent Company.
They include:

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 clarifies

that changing the disposal method does not change the date of classification.

PFRS 7, Financial Instruments: Disclosures - Servicing Contracts

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 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 period beginning before the annual period in which the entity first applies the
amendments.

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 most recent

annual report.

PAS 19, Employee Benefits - regional market issue regarding discount rate

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.

FAS 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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Effective in 2018

PFRS 9, Financial Instruments - Hedge Accounting and amendments to PFRS 9, PFRS 7 and
PAS 39 (2013 version)
PFRS 9 (2013 version) already includes the third phase of the project to replace PAS 39 which
pertains to hedge accounting. This version of PFRS 9 replaces the rules-based hedge
accounting model of PAS 39 with a more principles-based approach. Changes include
replacing the rules-based hedge effectiveness test with an objectives-based test that focuses on
the economic relationship between the hedged item and the hedging instrument, and the effect
of credit risk on that economic relationship; allowing risk components to be designated as the
hedged item, not only for financial items but also for non-financial items, provided that the
risk component is separately identifiable and reliably measurable; and allowing the time value
of an option, the forward element of a forward contract and any foreign currency basis spread
to be excluded from the designation of a derivative instrument as the hedging instrument and .
accounted for as costs of hedging. PFRS 9 also requires more extensive disclosures for hedge
accounting.

PFRS 9 (2013 version) has no mandatory effective date, The mandatory effective date of
January 1, 2018 was eventually set when the final version of PFRS 9 was adopted by the
FRSC. The adoption of the final version of PFRS 9, however, is still for approval by BOA.
The adoption of PFRS 9 is not expected to have any significant impact on the Company’s
financial statements.

PFRS 9, Financial Instruments (2014 or final version)

In July 2014, the final version of PFRS 9, Financial Instruments, was issued. 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 comparative information is
not compulsory, Early application of previous versions of PFRS 9 is permitted if the date of
initial application is before February 1, 2015.

The adoption of PFRS 9 is not expected to have any significant impact on the Parent
company’s financial statements.

The following new standard issued by the IASB has not yet been adopted by the FRSC:

IFRS 15, Revenue from Contracts with Customers

IFRS 15 was issued in May 2014 and establishes a new five-step model that will apply to
revenue arising from contracts with customers. Under IFRS 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 IFRS 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
IFRS. Either a full or modified retrospective application is required for annual periods
beginning on or after 1 January 2017 with early adoption permitted. The Parent Company is
curtently assessing the impact of IFRS 15 and plans to adopt the new standard on the required
effective date once adopted locally.
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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:

o 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 the Parent Company.

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 participants act in their
economic best interest.

A fair value measurement of a nonfinancial asset takes into account a matket 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 Parent Company 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:

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

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

e 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
Company determines whether transfers have occurred between Levels in the hicrarchy 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 Parent Company has determined classes of assets and
liabilities on the basis of the nature, characteristics and risks of the asset or liability and the level
of the fair value hierarchy as explained above.

Cash
Cash includes cash on hand and in banks,
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Financial Instruments

Financial assets

Initial recognition

Financial assets within the scope of PAS 39 are classified as financial assets at fair value through
profit or loss (FVPL), loans and receivables, held-to-maturity (HTM) investments, available-for-
sale (AFS) financial assets, 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 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 Parent Company commits to purchase or sell the asset.

The Parent Company’s financial assets include cash and cash equivalent, financial asset at FVPL
and amounts owed by related parties.

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 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 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 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 company 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.

The Parent Company catries financial asset at FVPL as of December 31, 2013 while nil as of
December 31, 2014,

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. 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 impaired, as well as through the amortization
process. Interest earned is recognized as “Interest income” in the parent company statement of
comprehensive income. Assets in this category are included in the current assets except for
maturities greater than twelve months after the end of the reporting period, which are classified as
noncurrent assets.
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The Parent Company’s financial assets include cash and amounts owed by related parties.

HTM investments

HTM investments are quoted non-derivative financial 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 insignificant amounts are sold, the
entire category would be tainted and reclassified as AFS investments, 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 an integral part of the EIR, The EIR amortization is included in interest
income in the parent company statement of comprehensive income. The losses arising from
impairment are recognized in the parent company statement of comprehensive income as interest
income.

The Parent Company does not have any HTM investments as of December 31, 2013 and 2012,

AFES investments

AFS investments 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 independently
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
fosses recognized directly in equity until the investment is derecognized, at which time the
cumulative gain or loss recorded in equity is recognized in the parent company statement of
comprehensive income; or determined to be impaired, at which time the cumulative loss recorded
in equity is recognized in the parent company statement of comprehensive income.

As of December 31, 2013 and 2012, the Parent Company has no AFS investments.

Financial liabilities

Initial recognition

Financial liabilities within the scope of PAS 39 are classified as financial liabilities at FVPL, loans
and borrowings, or as derivatives designated as hedging instruments in an effective hedge, as
appropriate, The Parent Company determines the classification of its financial liabilities at initial
recognition.

All financial liabilities are recognized initially at fair value and in the case of loans and
borrowings, plus directly attributable transaction costs,

The Parent Company’s financial liabilities include accrued expenses, long term debt, amounts
owed to related parties, dividends payable, and derivative liabilities.

Subsequent measurement
The subsequent measurement of financial liabilities depends on their classification as follows:

Financial liabilities at FVPL
Financial liabilities at FVPL include financial liabilities held for trading and financial liabilities
designated upon initial recognition as at FVPL

Financial liabilities are classified as held for trading if they are acquired for the purpose of

repurchasing 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,
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Gains or losses on liabilities held for trading are recognized in the parent company statement of
comprehensive income,

As of December 31, 2014, the Parent Company has no derivative liability.

Other financial liabilities

Issued financial instruments or their components, which are not designated at FVPL are classified
as other financial liabilities, where the substance of the contractual arrangement results in the
Parent Company having an obligation either to deliver cash or another financial asset to the holder,
or to satisfy the obligation other than by the exchange of fixed amount of cash or another financial
asset for a fixed number of own equity shares.

After the initial measurement, other financial liabilities are subsequently measured at amortized
cost using the effective interest rate method.

Amortized cost is calculated by taking into account any discount or premium on the issue and fees
that are integral part of the effective interest rate.

This accounting policy applies to the Parent Company’s trade and other payables and amounts
owed to related parties that meet the above definitions.

Offsetting of Financial Instruments
Financial assets and financial liabilities are offset 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
settle the liabilities simultaneously. This is generally not the case with master netting agreements,
and the related assets and liabilities are presented at gross amount in the parent company balance
sheet.

Fair Value of Financial Instruments

The fair value of financial instruments that are actively traded in organized financial markets at the
close of business on the balance sheet date is determined by reference to quoted market prices or
dealer price quotations (bid price for long positions and ask price for short positions), without any
deduction for transaction costs. When current bid and asking prices are not available, the price of
the most recent transaction is used since it provides evidence of the current fair value as long as
there has not been a significant change in economic circumstances at the time of the transaction.

For all other financial instruments where there is no active market, fair value is determined using
valuation techniques, Such techniques may include using recent arm’s length market transactions;
reference to the current fair value of another instrument that is substantially the same; discounted
cash flow analysis or other valuation models.

Amortized Cost of Financial Instruments

Amortized cost is computed using the effective interest rate method less any allowance for
tmpairment and principal repayment or reduction. The calculation takes into account any
premium or discount on acquisition and includes transaction costs and fees that are an integral part
of the effective interest rate.
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‘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 Parent Company recognizes the
difference between the transaction price and fair value (a ‘Day 1’ difference) in the Parent
Company statements of comprehensive income unless it qualifies for recognition as some other
type of asset or liability. 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 Parent
Company statements of comprehensive income when the inputs become observable or when the
instrument is derecognized. For each transaction, the Parent Company 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:

o 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. '

If the Parent Company does not have an unconditional right to avoid delivering cash or another
financial asset to settle its contractual obligation, the obligation 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 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 Parent Company assesses at each balance sheet date whether a financial asset or 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 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 is a measurable decrease in the estimated future cash
flows, such as changes in arrears or economic conditions that correlate with defaults.

Financial 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 the Parent Company determines that no objective evidence of
impairment exists for an individually assessed financial asset, whether significant or not, the asset

LU



.15

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 an objective evidence that an impairment loss 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 losses that have not yet been
incurred) discounted at the financial assets’ original effective interest rate (i.e., the effective
interest rate computed at initial recognition date).

The carrying amount of the asset is reduced through the use of an allowance account and the
amount of the loss is recognized in the parent company statement of comprehensive income.
Interest income continues to be accrued on the reduced carrying amount based on the original
effective interest rate of the financial asset. Financial assets carried at amortized cost together
with the associated allowance are written off when there is no realistic prospect of future recovery
and all coliateral has been realized or has been transferred to the Parent Company. If, in a
subsequent period, the amount of the impairment loss increases or decreases because of an event
occurring after the impairment was recognized, the previously recognized impairment loss is
increased or decreased by adjusting the allowance account. Any subsequent reversal of an
impairment loss is recognized in the parent company statement of comprehensive income, to the
extent that the carrying value of the asset does not exceed its amortized cost at the reversal date.

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 a group of similar
financial assets) is derecognized when:

o the rights to receive cash flows from the asset have expired;

» the Parent Company retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a “pass-through”
arrangement; or

o the Parent Company has transferred its rights 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 fransferred
control of the asset.

When the Parent Company has transferred its rights to receive cash flows from an asset 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 Parent Company’s continuing
involvement in the asset. In that case, the Parent Company also recognizes an associated liability.
The transferred asset and the associated liability are measured on a basis that reflects the rights and
obligations that the Parent Company has retained.
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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 Parent Company could be required to repay.

Financial liabilities
A financial liability is derecognized when the obligation under the liability is discharged or
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 substantially 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 respective carrying amounts is recognized in the parent company
statement of comprehensive income.

Investments in Subsidiaries

A subsidiary is an entity over which the Parent Company has the power to govern the financial
and operating policies generally accompanying a shareholding of more than half of the voting
rights. The existence and effect of potential voting rights that are currently exercisable or
convertible are considered when assessing whether the Parent Company controls another entity.

Investments in subsidiaries are carried at cost, less impairment in value, in the parent company
financial statements.

The Parent Company recognizes income from the investments only to the extent that the Parent
Company receives distributions from accumulated profits of the subsidiaries arising after the date
of acquisition. Distributions received in excess of such profits are regarded as a recovery of
investment and are recognized as a reduction of the cost of the investment,

Impairment of Investment in Subsidiaries
The Parent Company determines whether it is necessary to recognize any impairment loss with

respect to the Parent Company’s investment in subsidiaries. The Parent Company determines at
each financial reporting date whether there is any objective evidence that these investments are
impaired. Ifthis is the case, the Parent Company calculates the amount of impairment as being the
difference between the fair value of the subsidiary and its respective acquisition costs and
recognizes the impairment in the parent company statement of income.

Capital Stock

Capital stock is measured at par value for all shares issued. Incremental costs incurred directly
attributable to the issuance of new shares are shown in equity as deduction from proceeds, net of
tax. Proceeds and/or fair value of consideration received in excess of par value, if any, are
recognized as additional paid-in capital.

Retained Earnings ,
The amount included in retained earnings includes accumulated earnings of the Parent Company
and reduced by dividends on capital stock.

Cash dividends

Cash dividends on capital stock are recognized as a Hability and deducted from equity when they
are approved by the BOD. Dividends for the year that are approved after the financial reporting
date are dealt with as an event after the financial reporting date.
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Stock dividends

Stock dividends are recognized when they are approved by the shareholders representing not less
than two-thirds (2/3) of the outstanding capital stock of the Company. A stock dividend of at least
20% of the outstanding capital stock is considered as large stock dividend and is measured at par
value. A stock dividend of less than 20% is considered small stock dividend and is measured at
fair value,

Revenue Recognition

Revenue is recognized to the extent that it is probable 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 assesses its revenue arrangements against specific criteria in
order to determine if it is acting as principal or agent.

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

Dividend income
Dividend income is recognized when the Parent Company’s right to receive payment is
established.

Interest income

Interest income is recognized as it accrues (using the effective interest rate method, i.e., the rate
that exactly discounts estimated future cash receipts through the expected life of the financial
instrument to the net carrying amount of the financial asset).

Costs and Expenses

Expenses are decreases in economic benefits during the accounting period 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.

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:

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

b. arenewal option is exercised and extension granted, unless the term of the renewal or
extension was initially included in the lease term;

¢. 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.

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).
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Parent Company as a lessee

Leases where the lessor retains substantially 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 statements of comprehensive income on a straight-line basis over the lease term.

Foreign Currency Transactions

The Parent Company financial statements are presented in US dollars, which is the functional and
presentation currency of all companies in the Parent Company. Transactions in foreign currencies
are initially recorded at the functional currency spot rate ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional
currency rate of exchange ruling at the balance sheet date.

All differences are taken to the statements of comprehensive income. Nonmonetary items that are
measured in terms of historical cost in a foreign currency are translated using the exchange rates as
at the dates of the initial transactions.

Taxes

Current income tax

Current income tax assets and liabilities 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
laws used to compute the amount are those that are enacted or substantively enacted at 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.

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

» where the deferred income tax liability 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 income nor taxable income or loss; and

e 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, carry-forward
of unused tax credits and unused tax losses, to the extent that it is probable that taxable income
will be available against which the deductible temporary differences, and the carry-forward of
unused tax credits and unused tax losses 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 income nor taxable income or
loss; and

» in respect of deductible temporary differences 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 will reverse in the foreseeable future and taxable
income will be available against which the temporary differences can be utilized.
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The carrying amount of deferred income tax assets is reviewed at each balance sheet date and
reduced to the extent that it is no longer probable that sufficient taxable income will be available
to allow all or part of the deferred income 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 income will allow the deferred income tax asset to be
recovered.

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

Income tax relating to items recognized directly in equity is recognized in other comprehensive
income and not in the parent company statement of comprehensive income.

Deferred income tax assets and deferred income tax liabilities are offset, if a legally enforceable
right exists to set off current income tax assets against current income tax liabilities and the
deferred income taxes relate to the same taxable entity and the same taxation authority.

Provisions and Contingencies

Provisions are recognized when the Parent Company 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 Parent Company 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 parent company 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 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.
Whete discounting is used, the increase in the provision due to the passage of time is recognized
as an interest expense.

Contingent liabilities are not recognized in the Parent Company financial statements buf are
disclosed unless the possibility of an outflow of resources embodying economic benefits is
remote. Contingent assets are not recognized but are disclosed in the parent company financial
statements when an inflow of economic benefits is probable.

Events After the Reporting Period

Post year-end events that provide additional information about the Parent Company’s position at
the balance sheet date (adjusting events) are reflected in the parent company financial statements.
Post year-end events that are not adjusting events are disclosed in the notes to parent company
financial statements when material.

Summary of Significant Accounting Judgments, Estimates and Assumptions

The preparation of the Parent Company’s 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.
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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 Parent Company’s accounting policies, management has made the

following judgment, apart from those involving estimations, which had the most significant effect
on the amounts recognized in the parent company financial statements:

Determining functional currency

Based on the economic substance of underlying circumstances relevant to the Parent Company,
the functional currency of the Parent Company has been determined to be the US dollar. The US
dollar is the currency of the primary economic environment in which the Parent Company operates
and it is the currency that mainly influences operating activities of the Parent Company.

Operating lease commitments - Company as lessee

The Parent Company has entered into leases of office spaces. The Parent Company has
determined that all significant risks and rewards of ownership of these spaces remain with the
lessor.

Estimation Uncertainty

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.

Assessing impairment of investments in subsidiaries

Investments in subsidiaries are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amounts of the investments may not be recoverable.
As of December 31, 2014 and 2013, management has assessed that the carrying amount of the
Parent Company’s investments in subsidiaries are fully recoverable.

The carrying amount of the investments amounted to $5,981,499 as of
December 31, 2014 and 2013,

Estimating fair value of financial assets

The Parent Company carries certain financial assets at fair value, which requires use of accounting
estimates and judgment. Significant components of fair value measurement were determined
using verifiable objective evidence (i.e., foreign exchange rates, interest rates). However, the
amount of changes in fair value would differ if the Parent Company utilized different valuation
methodologies and assumptions. Any changes in fair value of these financial assets would affect
the parent company statement of comprehensive income.

Fair values of the Parent Company’s financial instruments are disclosed in Note 14,
Legal contingencies
The estimate of probable costs for the resolution of possible claims has been developed in

consultation with outside counsels handling the Parent Company’s defense in these matters and is
based upon analysis of potential claims. '

VRN



-1 -

Management, in consultation with these counsels, believes that the likely outcome of these legal
proceedings will not have a material adverse effect on the Parent Company’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 2014 and 2013.

Cash

The Parent Company has cash in banks amounting to $10,035,366 and $41,703 as at

December 31, 2014 and 2013, respectively. Cash in banks earn interest at floating rates based on
daily bank deposit rates.

Interest income carned from cash amounted to $818 in 2014 and $46,003 in 2013.

Investments in Subsidiaries

The Parent Company’s subsidiaries and the corresponding percentage equity ownership are as
follows:

Country of Percentage of

Subsidiaries Incorporation Ownership Number of Shares
CEC Philippines 100 155,511,952
CEIC BVI 100 50,000

The details of the Parent Company’s investments in subsidiaries as of December 31 follows:

2014 2013

CEC $2,990,749 $2,990,749
CEIC 2,990,750 2,990,750
, — 55081499 $5.081499

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. CEIC sells integrated circuits
principally in the USA and assigns the production of the same to CEC.
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6. Financial Asset at Fair Value Through Profit or Loss

This account primarily consists of investment in Unit Investment Trust Fund, which is designated
as financial asset at fair value through profit or loss on initial recognition, acquired by the Parent
Company in 2013. The reconciliation of carrying amount of financial asset at FVPL as of
December 31, 2014 and 2013 is as follows:

2014 2013
Beginning balance $4,220,621 $-
Acquisition during the year - $4,199,002
Fair value gains 119,673 21,619
Disposal {4,340,294) —
Balance at end of the year $- $4,220,621

Fair value measurements have been determined directly by reference to published prices quoted in
the active market.

7. Accrued Expenses

2014 2013
Accrued interest $67,375 $70,200
Others 13,300 24,183
$80,675 $94,383

8. Long-term Debt
2014 2013
5-year corporate note-secured $8,750,000 $9,750,000
Availments during the year 10,000,000 -
Less deferred financing costs : 65,320 100,344
| 18,684,680 9,649,656
Less current portion - net of deferred financing costs 967,861 964,977
L - $17,716,819 $8,684,679

On July 25, 2012, the Parent Company entered into a $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 Agreement 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 of the issuance of the
Notes shall be used to finance the Group’s strategic acquisitions and for general corporate
purposes.

Under the Notes Facility Agreement, 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 in 4 equal
consecutive quarterly installments in the amount equivalent to 17.5% of the loan outstanding on
Issue Date commencing on the 17th quarter from the issue date until the maturity date.
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Prior to the maturity date, 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.

On July 25, 2012, CEC and CEIC signed their respective Suretyship 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).
Under this agreement, the Surety, solidarily with the Company, binds itself to the Finance Parties,
to perform and pay any and all obligations under the Notes Facility Agreement.

In accordance with the Notes Facility Agreement, the following ratios based on consolidated
financial statements of the Group are required to be maintained:

» debt to equity ratio shall not at any time exceed 2:1

» debt service coverage ratio shall not exceed 1.5

s 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.

The movement of deferred financing cost is as follows:

2014 2013
Unamortized deferred financing cost at issue date $100,344 $137,174
Amortization of deferred financing cost 35,023 36,830
Unamortized deferred financing cost at year end $65,320 $100,344

On December 18, 2014, the Parent Company entered into a $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.

Under the Notes Facility Agreement, 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 in 4 equal
consecutive quarterly installments in the amount equivalent to 17.5% of the loan outstanding on
Issue Date commencing 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.

Prior to the maturity date, the Parent Company may redeem in whole but not in part, the relevant
outstanding notes beginning on 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.

Under this agreement, the Company has to maintain the following financial ratios:
¢ debt to equity ratio shall not at any time exceed 2:1
» debt service coverage ratio shall not exceed 1.5
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e 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.

The Parent Company is in compliance with the debt covenants as of December 31, 2014 and 2013.

Total interest expense charged to the Parent Company statements of comprehensive income
amounted to $369,698 in 2014 and $ 400,030 in 2013,

Related Party Disclosures

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.

The Parent Company entered into transactions with related parties, principally consisting of the
following:
i,  Working capital advances to subsidiaries
ii. Rental of office space from CEC
iii.  Payments and reimbursements of expenses made and in behalf of the subsidiaries
iv.  Guaranty

The parent company balance sheets and statement of comprehensive income include the following
significant account balances resulting from the above transactions with the related parties:

a. Amounts owed by related parties

Amount Qutstanding Balances

Nature of the

transaction 2014 2013 2014 2013 Terms Conditicns
Subsidiaries

Working capital Due and demandable; Unsecured, no
CEC advances $6,930,356 $8,987,115 328,372,476  $21,442,120  non-interestbearing  impairment

Working capital Due and demandable; Unsecured, no
CEIC advances 9,000,000 - 9,000,000 - non-interest bearing  impairment
QOther related party

Result of assignments Due and demandable; Unsecured, no
CHI and settiement in 2011 - - 1,809,256 1,869,256 non-inferest bearing  impairment

$15,930,356 $8,987.115 39,181,732 $23,251,376

b. Amounts owed to related parties

Amount Outstanding Balances
Natiure of the transaction 2014 2013 2014 2013 Terms Conditions

Subsidiaries
Due and demandable;
CEC Rental of office space $215 $207 §714 $499 - non- interest bearing Unsecured
Payments and
reimbursement of

expenses made in Due and demandable;
behalf of CHFC 10,226,741 9,489,809 21,402,944 11,176,203 non-interest bearing Unsecured
Result of assignments
and settlement in Duie and demandable;
CEIC 2011; payment - - 2,339 865 2,339,865  non-interest bearing Unsecured

510,226,956 $9,490,016  $23,743,523.00  $13,516,567
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The amount owed by CHI as of December 31, 2014 and 2013 pertains to the remaining balance of
receivable as a result of the assignments and set-off agreements undertaken by the Group as part of
corporate restructuring in relation to the IPO of the Parent Company.

10.

General and Administrative Expenses

2014 2013

Professional fees $40,288 $103,464
Advertising 28,997 29,229
Taxes and licenses 19,955 29,337
Office supplies 1,913 440
Rent 215 217
Others 2,876 4,978
$94,244 $167,665

11

Income Taxes

There was no provision for current income tax during the period because of the Parent Company’s
taxable loss position.

Based on the National Internal Revenue Code Sec. 27, MCIT of two percent (2%6) 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 after the commencement of business operations when the
MCIT is greater than the regular corporate income computed for the taxable year. The Parent
Company is subject t6 MCIT effective 2015.

A reconciliation of provision for income tax computed at the statutory income tax rate to provision
for income tax shown in the parent company statements of comprehensive income follows:

2014 2013
Income tax at statutory rate ' $950,993 $871,784
Additions to (reduction in) income tax:
Dividend income (1,080,000) (1,230,000}
Change in unrecognized deferred
income tax assets 129,253 368,228
Interest income subject to final tax (283) (17,251)
Nondeductible expense 37 7,239
$- $-

The Parent Company has temporary difference pertaining to unrealized market loss and NOLCO
amounting to $1,982,484 and $1,091,464 in 2014 and 2013, respectively. The deferred income tax
asset was not recognized in the parent company balance sheet since management expects that it
will not generate sufficient taxable income in the future that will be available to allow all or part of
the deferred income tax assets to be utilized.
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The components of the unrecognized deferred income tax assets are as follows:

2014 2013

NOLCO $594,745 $309,063
Unrealized mark-to-market loss - 18,376
$594,745 $327,439

As of December 31, 2014 and 2013, NOLCO that can be claimed as deduction from future taxable
income follows:

Period of Availment
recognition Period Amount Applied Expired Balance
2012 2013-2015 $248,001 $- 5 $248,001
2013 2014-2016 782,210 - - 782,210
2014 2015-2018 952,273 — — 952,273

$1,982,484 $- $-  §1,982,484

12. Equity
a. Capital Stock

The roll-forward of the capital stock of the Parent Company foliows:

2014 2013
Authorized - common shares (1 par value) 400,000,000 400,000,000
Issued

Beginning 280,217,656 194,595,600
Stock dividend-issued and distributed

(see Note 12b) 28,021,265 85,622,056

Ending 308,238,921 280,217,654

Issued - shares $7,203,869 $6,559,066

Undistributed shares , 689,265 .=

$7,893,134 $6,559,066

On November 18, 2011, the Parent Company listed with the PSE its common stock, wherein 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 295.1 million ($6.8 million). The Parent Company incurred
transaction costs incidental to the TIPO amounting to P47.3 million ($1.1 million), which is charged
against “Additional paid-in capital” in the parent company balance sheet.

As of December 31, 2014 and 2013, the Parent Company has a total 18 number of stockholders,
respectively.

b. Retained Earnings
On January 16, 2013, the BOD of the Parent Company declared cash dividends amounting to

$1,119,936.57 or $0.004796 per share to stockholders of record as of January 31, 2013
payable on February 15, 2013,
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In addition to the cash dividends, the BOD also declared a twenty percent (20%) stock
dividend. During a stockholders’ meeting held on March 1, 2013, the stockholders approved
the 20% stock dividend payable to stockholders of record as of March 15, 2013 and payment
date of April 5, 2013,

Also in a meeting held on July 15, 2013, the BOD approved the declaration of another cash
dividends of $0.00232 per share, payable on August 12, 2013 to stockholders of record as of
July 29, 2013.

On January 29, 2014, the BOD of the Parent Company declared cash dividend of $1,200,000
or $0.00428 per share to stockholders of record as of February 13, 2014. Also, on May 30,
2014, the BOD of the Parent Company declared cash dividends amounting to $600,000 or
$0.00214 per share to stockholders of record as of June 16, 2014,

In addition to the cash dividends, 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.

The Board of Directors of Cirtek Holdings Philippines Corporation (the “Corporation™) in its
meeting held today, February 23, 2015, approved the declaration of cash dividend of US
Dollar 0.003893 (US$ 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 BSP
exchange rate one day before payment date. The total dividend payment will amount to US
Dollar One Million Two Hundred Thousand (US$ 1,200,000) based on the total 308,239,416
outstanding shares of stock of the Corporation.

13. Financial Risk Management Objectives and Policies

The Parent Company’s principal financial instruments comprise of cash in banks. The main
purpose of these financial instruments is to support the Parent Company’s operation. The
Company has various other financial instruments such as trade and other amounts owed by related
parties, accrued expenses, amounts owed to related parties, and long-term debt 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 Parent Company.

The main risks arising from the financial instruments of the Parent Company are credit risk,
liquidity risk and foreign currency risk. The Parent Company’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 Parent Company will incur a loss because its counterparties failed to
discharge their contractual obligations.

The Parent Company trades only with recognized, creditworthy third parties. It is the Parent
Company’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 Parent Company’s exposure to bad debts is not significant.
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The table below shows the maximum exposure to credit risk of the Parent Company’s financial
assets. The maximum exposure is shown net of impairment losses, if any:

2014 2013
Cash $10,035,366 $41,703
‘Financial asset at FVPL - 4,220,621
Amounts owed by related parties 38,531,732 23,251,376
Total credit risk exposure $48,567,098 $27,513,700

The aging analyses per class of financial assets follow:

December 31, 2014
Past due but not impaired
Neither past
due nor
impaired <30days 30-60days 60-90 days > 90 days Total
Cash $10,035,366 $- 8- $- $-  $10,035,366
Financial asset at FVPL - - -~ - - -
Amounts owed by related
parties 38,531,732 — - — — 38,531,732
$48,567,098 §- $- $- §— 548,567,098
December 31, 2013
Past due but not impaired
Neither past
due nor
impaired <30 days 30 -60 days 60 - 90 days > 90 days Total
Cash §41,703 3- $- $~ 5- §41,703
Financial asset at FVPL 4,220,621 - - - - 4,220,621
Amounts owed by related parties 23,251,376 — — - - 23,251,376
$27,513,700 $- $- $- $-  $27,513,700

The table below summarizes the credit quality per class of the Parent Company’s financial assets
that are neither past due nor impaired:

December 31, 2014
Neither past due nor impaired

High grade  Medium grade Low prade Total
Cash $10,035.366 $- 5 $10,035,366
Financial asset at FVPL - - - -
Amounts owed by related parties 38,531,732 — - 38,531,732

$48,567,098 $- 8§ $48,567,098
December 31, 2013

Neither past due nor impaired

High grade  Medium grade Low grade Total
Cash $41,703 $— $— §41,703
Financial asset at FYPL 4,220,621 - - 4,220,621
Amounts owed by related parties 23,251,376 - - 23,251,376

$27,513,700 $- $- $27,513,700

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 receivables are readily
enforceable).
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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.

Liguidity risk

Liquidity risk is the risk that the Parent Company 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,

The Parent Company maintains sufficient cash to finance its operations and major capital
expenditures and satisfy its maturing obligations. It may also from time to time seck 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 table below summarizes the maturity analysis of the Parent Company’s financial assets used
for liquidity management and financial liabilities based on contractual undiscounted payments:

December 31,2014

On Less than 1to2 3to5
Demand 1 year years vears Total

Financial assets '
Cash $10,035,366 $- 3~ $—  $10,035,366
Amounts owed by related parties 38,531,732 — - —  $38,531,732

548,567,098 $- $- %~ $48,567,098
Financial liabilities
Amounts owed to related parties $23,743,523 8- $- §~  $23,743,523
Accrued expenses™ 80,532 - - - 80,532
Long-term debt*# - 1,297,675 18,064,450 - 19,344,125
Derivative liability - - - - -

$23,824,055 $1,297,675 §$18,064,450 -  $43,168,180
*Excluding statutory liabilities
**fncludes future interest payments
December 31,2013

- On Less than lto2 Jto§
Demand 1 year years years Total

Financial assets '
Cash $41,703 $— $- §- $41,703
Financial asset at FVPL 4,220,621 - - - 4,220,621
Amounts owed by related parties 23,251,376 - — - 23,251,376

$31,734,321 $- $- $—  $31,734,321
Financial liabilities
Amounts owed to related parties $13,516,567 $- - $- $13,516,567
Accrued expenses® 94,280 - - - 94,280
Long-term debt** - 1,334,675 4,045,825 5,298,300 9,649,656
Dertvative liability 9,480 — 9.480

$13,610,847 $1.344,155 $4,045,825 $5,298,300  $24,299,127

*Excluding statutory liabilities
**Includes future interest payments
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Foreign currency risk

The Parent Company uses the US dollar as its functional currency and is therefore exposed to
foreign exchange movements, primarily in Philippine Peso currency. The Parent Company
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.

The following table demonstrates the sensitivity to a reasonably possible change in the foreign
exchange rate, with all other variables held constant, of the Parent Company’s income before
income tax as of December 31: '

Foreign Effect on Foreign Effect on

Currency Income Currency Income

2014 appreciates by Before Tax depreciates by Before tax
Peso denominated assets +5% ($242,308) -5% ($242,308)
Peso denominated liabilities +5% 62,838 -5% 62,838
' ($179,470) $179,470

Foreign Effect on Foreign Effect on

Currency " Income Currency Income

2013 appreciates by Before Tax  depreciates by Before tax
Peso denominated assets | +5% ($621,825) 5% $621,825
Peso denominated liabilities +5% 84,334 -5% {84,334)
($537,491) $537,451

The change in currency rate is based on the Parent Company’s best estimate of its expected change
considering the historical trends and experiences, There is no other effect on the Parent
Company’s equity other than those already affecting income before tax.

Capital Management _
The primary objective of the Parent Company’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 value.

The Parent Company 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 adjust the capital structure, the Parent Company may adjust the dividend payment to
shareholders, return capital to shareholders or issue new shares.

As of December 31, 2014, the Parent Company is subject to externally imposed capital
requirements (see Note 8).
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14. Fair Value of Financial Instruments

The following table sets out the comparison by category of carrying amounts and fair values of all
the Parent Company’s financial instruments:

December 31, 2014
Carrying
Amount Fair Value
Financial assets '
Cash $10,035,366 $10,035,366
Amounts owed by related parties 39,181,732 39,181,732
' $49,217,098 $49,217,098
Financial liabilities
Other financial liabilities
Amounts owed to related parties $23,743,523 $23,743,523
Long-term debt 18,684,680 18,684,680
- $42,428,203 $42,428,203
December 31, 2013
Carrying
Amount Fair Value
Finoncial assets
Cash and cash equivalents $41,703 $41,703
Financial asset at FYPL 4,220,621 4,220,621
Amounts owed by related parties 23,251,376 23,251,376

$27,513,700

$27,513,700

Financial liabilities
Other financial lighilities

Amounts owed to related parties

$13,516,567

$13,516,567

Long-term debt 9,649,655 9,712,634
Financial Liability at FVPL

Derivative liability 61,254 61,254

' $23,227,476 $23,290,455

Fair Values of Financial Instruments

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. Fair values are obtained from quoted market prices.

Cash in banks

The carrying amounts approximate fair value since these are mostly short-term in nature.
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Amounts owed to related parties and dividends payable
The carrying amounts approximate the fair value since these are due and demandable.

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% to 4.00% in
2014 and 2013.

Derivative liability

The fair value is calculated by reference to prevailing interest rate differential and spot exchange
rate as of valuation date, taking into account its remaining term to maturity. The Company enters
into deliverable short-term forward contracts with counterparty bank to manage its foreign
currency risks associated with foreign currency-denominated liabilities and purchases.

Freestanding derivatives

As of December 31, 2013, the Parent Company has outstanding foreign currency swap contracts
with counterparty bank with an aggregate notional amount $750,000, and remaining maturities of
less than 2 months. The forward rate related to the forward contracts is 240.71 per US$1 as at
December 31, 2013, The Parent Company recognized derivative liability relating to these
contracts amounting to $61,254 as of December 31, 2013.

As of December 31, 2014, the Parent Company has no deriyative liability.

The loss from the net fair value changes relating to the forward contracts amounting to $61,254 in
2013 are inciuded under “Mark-to-market loss™ in the parent company statements of
comprehensive income.

Fair Value Hierarchy
The Parent Company uses the following hierarchy for determining the fair value of financial

instruments by valuation technique:
Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities

Level 2: other techniques for which all inputs which have a significant effect on the recorded  fair-
value are observable, either directly or indirectly

Level 3: techniques which use inputs which have a significant effect on the recorded fair value
that are not based on observable market data

Only the financial asset at FVPL and derivative instruments, which are classified under level 2 are
measured and carried at fair value. There were no transfers made in the fair value measurements
in 2014 and 2013,

15.

Events After the Reporting Period

The Board of Directors of Cirtek Holdings Philippines Corporation (the “Corporation”) in its
meeting held today, February 23, 2015, approved the declaration of cash dividend of US Dollar
0.003893 (US$ 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 BSP exchange rate one day
before payment date. The total dividend payment will amount to US Dollar One Million Two
Hundred Thousand (US$ 1,200,000) based on the total 308,239,416 outstanding shares of stock of
the Corporation.
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16. Supplementary Information Required Under Revenue Regulations (RR) 15-2010

On November 25, 2010, the Bureau of Internal Revenue (BIR) issued Revenue Regulation

No. 15-2010 prescribing the manner of compliance in connection with the preparation and
submission of financial statements accompanying tax returns. It includes provisions for additional
disclosure requirements in the notes to the financial statements, particularly on taxes, duties and
licenses paid or accrued during the year,

The Parent Company also reported and/or paid the following types of taxes in 2014:

Other Taxes and Licenses
Taxes and licenses, local and national, include licenses and permit fees for 2014:

Documentary stamp taxes B140,109
License and permi_t fees 746,582
P8,86,691

Withholding Taxes

Expanded withholding taxes P355,601
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INDEPENDENT AUDITORS’ REPORT
ON SUPPLEMENTARY SCHEDULE

The Stockholders and the Board of Directors
Cirtek Holdings Philippines Corporation
116 East Main Avenue

Phase V-SEZ

Laguna Technopark

Bifian, Laguna

We have audited in accordance with Philippine Standards on Auditing, the financial statements of
Cirtek Holdings Philippines Corporation as at and for the years then ended December 31, 2014 and
2013 and have issued our report thereon dated April 10, 2015, Our audits were made for the purpose
of forming an opinion on the basic financial statements taken as a whole. The accompanying
schedules of all the effective standards and interpretations reconciliation of retained earnings available
for dividend declaration are the responsibility of the Parent Company’s management. These schedules
are presented for purposes of complying with Securities Regulation Code Rule 68, As Amended
(2011) and are not part of the basic financial statements. These schedules have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, fairly
state, in all material respects, the information required to be set forth therein in relation to the basic
financial statements taken as a whole.

SYCIP GORRES VELAYO & CO.

Ladislao Z. Avila, Jr.

Partner
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SCHEDULE OF ALL EFFECTIVE STANDARDS AND INTERPRETATIONS

CIRTEK HOLDINGS PHILIPPINES CORPORATION
SUPPLEMENTARY SCHEDULE REQUIRED
UNDER SRC RULE 68, AS AMENDED (2011)

Framework for the Preparation and Presentation of Financial
Statements v
Conceptual Framework Phase A: Objectives and qualitative
characteristics
PFRSs Practice Statement Management Commentary v
Philippine Financial Reporting Standards
PFRS 1 First-time Adoption of Philippine Financial Reporting v
(Revised) Standards
Amendments to PFRS 1 and PAS 27: Cost of an
Investment in a Subsidiary, Jointly Contralled Entity or v
Associate
Amendments to PFRS 1: Additional Exemptions for v
First-time Adopters
Amendment to PFRS 1! Limited Exemption from
Comparative PFRS 7 Disclosures for First-time v
Adopters
Amendments to PFRS 1; Severe Hyperinflation and Y
Removal of Fixed Date for First-time Adopters
Amendments to PFRS 1: Government Loans
PFRS 2 Share-based Payment
Amendments to PFRS 2: Vesting Conditions and v
Cancellations _ S ) B .
Amendments to PFRS 2: Group Cash-settled Share- v
based Payment Transactions .
PFRS3 |Business Combinations Y
(Revised)
PFRS 4 Insurance Contracts v
Amendments to PAS 39 and PFRS 4; Financial v
Guarantee Contracts '
PFRS 5 Non-current Assets Held for Sale and Discontinued v
Operations
PFRS 6 Exploration for and Evaluation of Mineral Resources v
PFRS 7 Financial Instruments: Disclosures . 4
Amendments to PAS 39 and PERS 7: Reclassification v
of Financial Assets

*Standards and interpretations which will become effective subsequent to December 31, 2014,
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PFRS 7

Amendments to PAS 39 and PFRS 7: Reclassification

of Financial Assets - Effective Date and Transition
Amendments to PFRS 7: Improving Disclosures about
Financial Instruments
Ameﬂdments 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 Transition Disclosures
PFRS 8 Opérating Segments .
PFRS 9 Financial Instruménts * See footnote.*
Amendments to PFRS 9: Mandatory Effective Date of See footnote.*
PFRS 9 and Transition Disclosures* )
PFRS 10 Consolidated Financial Statements
Amendments to PERS 10, PFRS 12 and PAS 27:
Investment Entities
Amendments to PERS 10, PFRS 12 and PAS 28:
Investment Entities - Applying the Consolidation Sec footnote.*
Exception*
Amendments to PFRS 10 and PAS 28; Sale or
Contribution of Assets between an Investor and its See footnote. ¥
Associate or Joint Venture*
PFRS 11 Joint Arrangements
Amendmemfs o ?FRS 11: Accountmg for Acquisitions See footnote.*
of Interests in Joint Operations*
PFRS 12 Disclosure of Interests in Other Entities
Amendments to PFRS 10, PFRS 12 and PAS 27:
Investment Entitics
Amendments to PFRS 10, PFRS 12 and PAS 28:
Investment Entities - Applying the Consolidation See footnote.*
Exception*
PFRS 13 Fair Value Measurement
PFRS 14 Regulatory Deferral Accounts* See footnote. ¥
Philippine Accounting Standards
PAS 1 Presentation of Financial Statements
(Revised)

Amendment to PAS 1: Capité.l Disclosures

Amen‘dments to PAS 32 and PAS 1: Pﬁtfable Financial
Instruments and Obligations Arising on Liquidation

*Standards and interpretations which will become effective subsequent to December 31, 2014.
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PAS1

Amendments to PAS 1: Presentation of Items of Other

{Revised) Comprehensive Income
Amendments to PAS 1: Disclosure Initiatives* See footnote.*
PAS 2 Inventories .
PAS 7 Statement of Cash Flows
PAS 8 Accounting Policies, Changes in Accounting Estimates
and Errors
PAS 10 Events after the Reporting Period
PAS 11 Construction Contracts
PAS 12 Income Taxes
Amendment to PAS 12 - Deferred Tax: Recovery of
Underlying Assets
PAS 16 Property,' Plant and Equipment
Amendments to PAS 16 and PAS 38: Clarification of
. . See footnote.*
Acceptable Methods of Depreciation and Amortization*
Amendments to PAS 16 and PAS 41: Bearer Plants* See footnote.*
PAS 17 Leases
PAS 18 Revenue
PAS 19 Empl.oyee Benefits
(Amended) Amendments to PAS 19: Defined Benefit Plans -
o See footnote.*
Employee Contributions*
PAS 20 Accounting for Government Grants and Disclosure of
Government Assistance
PAS 21 The Effects of Changes in Foreign Exchange Rates
Amendment to PAS 21: Net Investment in a Foréign
QOperation
PAS 23 Borrowing Costs
(Revised)
PAS 24 Related Party Disclosures
(Revised)
PAS 26 Accounting and Reporting by Retirement Benefit Plans
PAS 27 Secparate Financial Statements |
(Amended) [ 1 endments to PFRS 10, PFRS 12 and PAS 27;
Investment Entities
Amendments to PAS 27: Equity Method in Separate
Financial Statements* See footnote.*

*Standards and interpretations which will become effective subsequent to December 31, 2014,
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PAS 28
{Amended)

Investments in Associates and Joint Ventures

Amendments to PFRS 10, PFRS 12 and PAS 28:
Investment Entities - Applying the Consolidation
Exception*

See footnote. *

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

See footnote.*

PAS 29

Financial Reporting in Hyperinflationary Economies

PAS 32

Financial Instruments: Disclosure and Presentation

Amendments to PAS 32 and PAS 1: Puttable Financial
Instruments and Obligations Arising on Liquidation

Arﬁéndment to PAS 32: Classification of Rights Issues

Amendments fo PAS 32; Offseﬁiﬁg Financial Assets
and Financial Liabilities

PAS 33

Earriinés per _Share

PAS 34

Interim Financial Reporting

PAS 36

Imp airmenf of Assets

Amendments to PAS 36; Recoverable Amount
Disclosures for Non-Financial Assets

PAS 37

Provisions, Contihgent Liabilities and Contingent
Assets

PAS 38

Intangible Assets

Amendments to PAS 16 and PAS 38: Clarification of
Acceptable Methods of Depreciation and Amortization*

PAS 39

Financial Instruments: Recognition and Measurement

Amendments to PAS 39: Transition and Initial
Recognition of Financial Assets and Financial
Liabilities

Amendments to PAS 39: Cash Flow Hedge Accountiﬂg
of Forecast Intragroup Transactions

Amendments to PAS 39: The Fair Value Option

Amendments to PAS 39 and PFRS 4: Financial
Guarantee Contracts

Amendmenis 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

*Standards and interpretations which will become effective subsequent to December 31, 2014,
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Amendments to Philippine Interpretation IFRIC-9 and
PAS 39; Embedded Derivatives
Amendment to PAS 39: Eligible Hedged Items v
Amendments to PAS 39: Novation of Derivatives and v
Continuation of Hedge Accounting
Amendments to PAS 39: Mandatory Effective Date of See footnote, *
PFRS 9 and Transition Disclosures® e¢ Tootnote.
PAS 40 Investment Property v
PAS 41 Agriculture v
Amendments to PAS 16 and PAS 41: Bearer Plants* v
Philippine Interpretations .
IFRIC 1 Changes in Existing Decommissioning, Restoration and v
Similar Liabilities
IFRIC 2 Members’ Share in Co-operative Entities and Similar v
Instruments
IFRIC 4 Determining Whether an Arrangement Contains a
Lease
[FRIC 5 Rights to Interests arising from Decommissioning, v
Restoration and Environmental Rehabilitation Funds
IFRIC 6 Liabilities arising from Participating in a Specific v
Market - Waste Electrical and Electronic Equipment
IFRIC 7 Applying the Restatemenmpproach under PAS 29 v
Financial Reporting in Hyperinflationary Economies
IFRIC § Scope of PFRS 2 v
IFRIC 9 Reassessment of Embedded Derivatives v
Amendments to Philippine Interpretation IFRIC-9 and v
PAS 39: Embedded Derivatives
IFRIC 10 Interim Financial Reporting and Impairment v
IFRIC 11 PFRS 2¥Group and Treasury Share Transactions v
IFRIC 12 Service Concession Arrangements v
IFRIC 13 Customer Loyalty Programmes v
IFRIC 14 PAS 19-The Limit on a Defined Benefit Asset, v
Minimum Funding Requirements and their Interaction
Amendments to Philippine Interpretations IFRIC;14, v
Prepayments of a Minimum Funding Requirement
IFRIC 15 Agreements for the Construction of Real Estate* See footnote. #
IFRIC 16 Hedges of a Net Investment ina Foreign bperation ' v
IFRIC 17  |Distributions of Non-cash Assets to Owners v

*Standards and interpretations which will become effective subsequent to December 31, 2014,
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IFRIC 18

Transfers of Assets from Customers

IFRIC 19 Extinguishing Financial Liabilities with Equity v
Instruments

IFRIC 20 Stripping Costs in the Production Phase of a Surface v
Mine

IFRIC 21 Levies

SIC-7 Introduction of the Euro v

SIC-10 Government Assistance - No Specific Relation to v
Operating Activities

SIC-15 Operating Leases - Incentives v

SIC-25 Income Taxes - Changes in the Tax Status of an Entity v
or its Shareholders

SIC-27 Evaluating the Substance of Transactions Involving the v
Legal Form of a Lease

S1C-29 Service Concession Arrangements: Disclosures v

S1C-31 Revenue - Barter Transactions Involving Advertising v
Services

SI1C-32 Intangible Assets - Web Site Costs v

*Standards and interpretations which will become effective subsequent to December 31, 2014,
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CIRTEK HOLDINGS PHILIPPINES CORPORATION

RECONCILIATION OF RETAINED EARNINGS AVAILABLE FOR

DIVIDEND DECLARATION
DECEMBER 31, 2014

Unappropriated Retained Earnings, beginning B35,762
Adjustments in previous year’s Reconciliation:

Less: Non-actual/unrealized income net of tax

Unappropriated Retained Earnings, as adjusted, beginning 35,762

Net Income based on the face of AFS 3,169,977
Add: Non-actual losses -
Less: Non-actual/unrealized income net of tax , -

Net Income Actual/Realized 3,169,977

Transfer from Appropriated to Unappropriated Retained
Earnings -

Unappropriated Retained Earnings, as adjusted, ending -
Less: Dividends declared in 2014

Cash dividends declared : (1,800,000)

Stock dividends declared (1,334,068) (3,134,068)

Retained earnings available for dividend declaration P71,671
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