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CERTAIN DEFINITIONS AND CONVENTIONS  

In this annual report, unless otherwise indicated, all references to “our company,” “we,” “our,” “us,” or 
“group” refer to UTAC Holdings Ltd., a company incorporated in Singapore, and its consolidated subsidiaries, 
and all references to “UTAC Holdings” are to UTAC Holdings Ltd., on a standalone basis.  

All references to “GATE” refer to Global A&T Electronics Ltd., all references to “USG1” refer to 
United Test and Assembly Center Ltd, all references to “UHK” refer to UTAC Hong Kong Limited, all 
references to “UTC” refer to UTAC (Taiwan) Corporation, all references to “USC” refer to UTAC (Shanghai) 
Co., Ltd., all references to “UTL” refer to UTAC Thai Limited, all references to “UDG” refer to UTAC 
Dongguan Ltd, all references to “UTH” refer to UTAC Thai Holdings Limited, all references to “UTAC 
Cayman” refer to UTAC Cayman Ltd, all references to “UHQ” refer to UTAC Headquarters Pte. Ltd., all 
references to “UMS” refer to UTAC Manufacturing Services Pte. Ltd., all references to “UMS Holdings” refer 
to UTAC Manufacturing Services Holdings Pte. Ltd., all references to “UMS HK” refer to UTAC 
Manufacturing Services Limited, all references to “UID” refer to PT UTAC Manufacturing Services Indonesia, 
all references to “USG2” refer to UTAC Manufacturing Services Singapore Pte. Ltd., all references to “UGGS” 
refer to UTAC Group Global Sales Ltd., all references to “UTAC Japan” refer to UTAC Japan Co. Ltd., all 
references to “UGS America” refer to UGS America Sales, Inc. and all references to “UMY” refer to UTAC 
Manufacturing Services Malaysia Sdn. Bhd.  

References to:  

x “2019 Indenture” are to the indenture dated February 7, 2013, as amended and supplemented from 
time to time, entered into among GATE, the GATE subsidiary guarantors and Citicorp 
International Limited, as trustee and security agent;  

x “2023 Indenture” are to the indenture dated January 12, 2018, as amended and supplemented from 
time to time, entered into among GATE as issuer, UTAC Holdings, the Original subsidiary 
guarantors and Wilmington Savings Fund Society FSB as trustee and security agent;  

x “2019 Notes” are to the 10% Senior Secured Notes due 2019, issued on February 7, 2013 and on 
September 30, 2013, pursuant to the terms of the 2019 Indenture;  

x “2023 Notes” are to the 8.50% Senior Secured Notes due 2023, issued on January 12, 2018, 
pursuant to the terms of the 2023 Indenture;  

x “GATE subsidiary guarantors” are to certain subsidiaries of GATE, being for the time being: USG, 
UHK, UTC, UTAC Cayman, UTH, UTL and UHQ; and 

x “Original subsidiary guarantors” are to certain subsidiaries of UTAC Holdings, being for the time 
being: UHK, UID, UMS, UMS HK, USG1, USG2, UMS Holdings, UTAC Cayman, UTAC Japan, 
UHQ, UTC, UGS America and UGGS. 

When we refer to “Singapore dollars” and “S$” in this document, we are referring to Singapore dollars, 
the legal currency of Singapore. When we refer to “U.S. dollars,” “dollars,” “$” and “US$” in this document, we 
are referring to United States dollars, the legal currency of the United States. Certain amounts and percentages 
have been rounded to the first place after the decimal point; consequently, certain figures may add up to be more 
or less than the total amount and certain percentages may add up to be more or less than 100% due to rounding. 
In particular and without limitation, amounts expressed in millions contained in the discussions under the 
heading “Management’s Discussion and Analysis of Financial Condition and Results of Operations” have been 
rounded to a single decimal place for the convenience of readers. 
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION 

This annual report includes statements that are, or may be deemed to be, “forward-looking statements” 
within the meaning of U.S. securities laws. The terms “anticipates,” “expects,” “may,” “will,” “should” and 
other similar expressions identify forward-looking statements. These statements appear in a number of places 
throughout this annual report and include statements regarding our intentions, beliefs or current expectations 
concerning, among other things, our results of operations, financial condition, liquidity, prospects, growth, 
strategies and the industry in which we operate. 

By their nature, forward-looking statements involve risks and uncertainties because they relate to 
events and depend on circumstances that may or may not occur in the future. Forward-looking statements are 
not guarantees of future performance and our actual results of operations, financial condition and liquidity, and 
the development of the semiconductor industry may differ materially from those made in or suggested by the 
forward-looking statements contained in this annual report.  

Forward-looking statements include, but are not limited to, statements regarding our strategy and future 
plans, future business condition and financial results, our capital expenditure plans, our expansion plans, 
technological upgrades, investment in research and development, future market demand, future regulatory or 
other developments in our industry. 
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MATERIAL RECENT DEVELOPMENTS SINCE DECEMBER 31, 2017 

Other than as disclosed below and elsewhere in this annual report, there have been no material 
developments in our business since December 31, 2017. 

 
On January 12, 2018, GATE’s Joint Chapter 11 Plan of Reorganization dated December 22, 2017 (the 

“Chapter 11 Plan”) became effective.  Pursuant to the Chapter 11 Plan:  
 

x the 2019 Notes were cancelled and the holders of the 2019 Notes received the 2023 Notes; 
certain holders of the 2019 Notes also received some shares in the share capital of UTAC 
Holdings;  
 

x the collateral securing the 2019 Notes were released and re-granted in favor of the security 
agent under the 2023 Notes; and 
 

x UMS Holdings and its subsidiaries granted certain first priority liens and security interests in 
its assets to secure the 2023 Notes.  
 

 UTAC Holdings expects to grant other first priority liens and security interests in relation to its and 
certain of its subsidiaries’ assets in due course subject to the receipt of certain approvals and/or releases. For 
further details, see “Description of Certain Indebtedness.” 

 
Ms. Janice Wong was appointed as the General Counsel of UTAC Holdings with effect from April 1, 

2018, following Mr. Michael Foreman’s return to his private practice.  
 
UTAC announced the appointment of Mr. Ken Rizvi as Chief Financial Officer with effect from June 1, 

2018. Ken will succeed our interim CFO, Shawn Kelly who will remain as VP Finance of the Group. Ken has 
more than 20 years of experience in the technology industry with senior leadership roles at Micron, ON 
Semiconductor and Isola.  Ken joins us from Isola where he served as its Chief Financial Officer overseeing 
both the finance and IT organizations. Prior to Isola, Ken held senior finance positions with Micron and ON 
Semiconductor. He also served as an associate at Technology Crossover Ventures, a leading private equity and 
venture capital firm focused on growth technology companies, and as an investment banker at Morgan Stanley.  
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF  
FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

You should read the following discussion of our results of operations in conjunction with our historical 
consolidated financial statements as of and for the years ended December 31, 2015, 2016 and 2017 and the 
related notes thereto, and other financial information included elsewhere in this annual report. Our results of 
operations have varied and may continue to vary significantly from year to year and are not necessarily 
indicative of the results of any future periods. Our audited consolidated financial statements have been 
prepared in accordance with the Singapore Financial Reporting Standards or SFRS, which may differ in certain 
significant respects from generally accepted accounting principles in other countries. 

Overview 

We are a leading independent provider of semiconductor assembly and test services for a broad range 
of integrated circuits with diversified uses, including in communications devices (such as smartphones, 
Bluetooth and WiFi), consumer devices, computing devices, automotive applications and industrial and medical 
applications. We provide assembly and test services primarily for five key semiconductor product categories, 
namely, analog, mixed-signal and logic, memory, others and liquidated damages. 

Our customers are primarily fabless companies, integrated device manufacturers and wafer foundries. 
Our expertise in assembly and test services accumulated through years of engineering experience has allowed us 
to develop long-standing and well-established relationships with our customers, many of whom are leaders in 
their respective product categories.  

In 2017, our top ten customers by revenue were Panasonic, Texas Instruments, Broadcom, 
STMicroelectronics, Maxim Integrated, Microchip Technology, On Semiconductor, Taiwan Semiconductor 
Manufacturing Company, Power Integrations and Formosa Advanced Technologies.  

We are headquartered in Singapore, with production facilities located in Singapore, Thailand, Taiwan, 
China, Malaysia and Indonesia. 

In 2017, our sales were flat at $874.4 million compared to sales of $875.4 million in 2016. In 2017, 
68.9% of our sales were from assembly services, 29.1% of our sales were from test services and 2.0% of our 
sales were from other services. Our analog, mixed-signal and logic, memory, others and liquidated damages 
categories accounted for 44.2%, 37.1%, 8.7%, 8.0% and 2.0% of our sales, respectively. Our adjusted EBITDA 
(which is described below) was $228.6 million in 2017, a decrease of 1.3% compared to adjusted EBITDA of 
$231.5 million in 2016. 

 
 

Factors Affecting Our Results of Operations 
The following key factors and trends are important to understanding our business: 

Our Indebtedness under our 2023 Notes  

On January 12, 2018, a subsidiary of UTAC Holdings, GATE, issued $665.0 million in aggregate 
principal amount of senior secured notes pursuant to an indenture dated January 12, 2018 entered into among 
GATE, UTAC Holdings, the Original subsidiary guarantors and Wilmington Savings Fund Society, FSB, as 
trustee and security agent, in exchange for the cancellation of GATE’s 2019 Notes. The 2023 Notes have a 
maturity date of January 12, 2023 and bear interest at the rate of 8.5% per annum, payable semi-annually every 
June 30 and December 30, commencing June 30, 2018. We expect total interest expense under the 2023 Notes 
to be $285.0 million. 

The 2023 Notes are subject to various covenants, including payment of interest on the notes when due. 
If we default for 30 days on the payment of interest on the 2023 Notes when such payment falls due, the trustee 
or the holders of at least 25% of outstanding aggregate principal amount of the notes may declare the notes to be 
immediately due and payable.  
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Changes in Demand from Our Customers 

Our results of operations are primarily affected by demand for our services by our customers, who are 
in turn affected by changes in their market share in the markets in which they compete and changing consumer 
demand. Our customers allocate the semiconductor assembly and test services they outsource among a number 
of providers, and as a result, the demand for our services by our customers is dependent on our price 
competitiveness, quality levels, timeliness of delivery and the scope of services we offer compared against our 
competitors and our customers’ own in-house assembly and test capabilities. 

Our new customers usually require us to pass a lengthy and rigorous qualification process that can take 
more than nine months to complete with the consequence that we typically only realize any meaningful sales 
contributions from such customers approximately one to two years or longer from the time we commence the 
qualification process.  

Global macroeconomic conditions also have a significant impact on our results of operations because 
they affect consumer spending and demand generally. Our diversified product categories of analog, mixed-
signal and logic, memory, others and liquidated damages partially mitigate our exposure to industry volatility as 
these product categories typically experience slightly different cycles due to different growth drivers and 
business dynamics. In 2017, analog, mixed-signal and logic, memory, others and liquidated damages categories 
accounted for 44.2%, 37.1%, 8.7%, 8.0% and 2.0% of our sales, respectively.  

Sales Mix Impacting Margins 

We price our assembly and test services primarily based on prevailing market prices, our materials and 
components costs, labor and overhead costs, and depreciation. The unit price charged for assembly services is 
generally higher than that for test services because assembly services use significantly more materials. On the 
other hand, test services generally have higher gross profit margins than assembly services because test services 
require minimal materials and components costs. 

The sales mix between our assembly and test services has not historically experienced sharp 
fluctuations and is primarily affected by customer demand. Sales from our assembly business as a percentage of 
our sales were 61.8%, 66.7% and 68.9% in 2015, 2016 and 2017, respectively. Sales from our test business as a 
percentage of our sales were 34.7%, 30.6% and 29.1% in 2015, 2016 and 2017, respectively. Sales from our 
other business as a percentage of our sales were 3.5%, 2.7% and 2.0% in 2015, 2016 and 2017, respectively. 

A substantial portion of the sales of our assembly services are derived from the analog product 
category, and the majority of the sales of our test services are derived from the mixed-signal and logic product 
category. Our analog assembly services command higher gross profit margins than our assembly services for 
other product categories and our mixed-signal and logic test services command higher gross profit margins than 
our test services for other product categories. As a result, our gross profit margins could be expected to improve 
if analog assembly services and mixed-signal logic test services represent a larger proportion of our sales.  

Semiconductor product prices tend to decline over the product life cycle, commanding a premium in 
the early stages and declining towards the end of the cycle. Therefore, prices for assembly and test services also 
decline in line with the semiconductor product prices over the product life cycle. In addition, our pricing for 
assembly and test services have historically declined in line with industry trends. However, as we do not focus 
on early stage products, our average selling prices tend to decline relatively gradually compared to prices for 
services provided across the entire semiconductor product life cycle.   

We have generally offset such declines in average selling prices over the last several years through:  

x cost savings realized through our procurement strategy; 
 

x reduction in our overhead cost structure and increase in labor productivity;  
 

x reduction in our energy use; and 
 

x increasing the output from our existing equipment base.   
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Fixed Costs  

Our operations, in particular our test operations, are capital intensive and characterized by relatively 
high fixed costs. We typically increase our capital expenditure only when we believe there is demand from 
customers for particular services and we have the flexibility of increasing or decreasing the levels of our capital 
expenditure in anticipation of any improvement or deterioration in market conditions. However, such flexibility 
in anticipating our capital expenditure requirements is limited because our customers typically only provide us 
with non-binding rolling forecasts of their service requirements for periods of up to six months.  

As a result of our continual requirement to acquire and invest in assembly and test equipment, we 
expect to continue to incur substantial depreciation expenses, a substantial majority of which are included in our 
cost of sales. We incurred depreciation expenses of $139.0 million, $122.1 million and $111.7 million, 
respectively, for 2015, 2016 and 2017, which represented 20.2%, 17.5% and 16.4%, respectively, of our cost of 
sales for each of those periods.  

Due to our high fixed costs, our profitability depends substantially on the pricing levels of our services 
and our equipment utilization rate, which is dependent on the volume and variety of products for which we 
provide assembly and test services and our total installed equipment base. An increase in the volume of 
products, which in turn increases our equipment utilization rate, will generally result in a decrease in the unit 
cost of assembly and test services because fixed costs, such as depreciation expense and operating costs, are 
allocated over a larger number of units. 

Our ability to manage our gross profit margins will continue to depend in part on our ability to 
effectively maintain or increase our equipment utilization. We intend to continue to optimize our equipment 
utilization through: 

x improvements in productivity and efficiency in our processes, maintenance and upgrading 
activities to extend the useful life of our equipment;  

x purchasing new equipment and retiring old and obsolete, or less efficient, equipment; and 

x sourcing for new customers, maintain commitments from and/or obtaining increased commitments 
by customers for our services.  

Materials and Components Costs 

Substantially all of our materials and components costs are attributable to our assembly business 
because test operations use minimal materials and components. The principal materials used in our assembly 
business include gold, copper, molding compound and epoxy, and components include substrates and lead-
frames. We intend to maintain a varied source of suppliers to obtain competitive prices for materials and 
components that we use and, where possible, we attempt to source from suppliers in close proximity to our 
manufacturing facilities with a view to reducing freight cost and the time required for delivery to our facilities. 

We have developed copper wire bonding processes in line with the demand for copper wire bonders as 
a low cost, high performance manufacturing solution for fine-pitch and ultra-fine pitch bonding. As more of our 
customers transition from gold to copper, our exposure to the fluctuation in gold prices is expected to decrease. 
However, gold is still one of the principal materials used in our assembly services and accounted for 6.8%, 6.8% 
and 7.3% of our cost of sales in 2015, 2016 and 2017, respectively. The average cost of gold per troy ounce for 
our operations has fluctuated significantly between 2015 and 2017, recording an average of $1,221, $1,221, and 
$1,214 per troy ounce in 2015, 2016 and 2017, respectively. 

We may be able to offset a portion of the increased gold prices by passing through the price changes to 
our customers, but this will depend on the existing agreements with our customers or negotiations with our 
customers where we do not have any formal agreement. If gold prices decrease, our customers may also require 
that we reduce our prices. We may enter into certain gold forward contracts to hedge the gold price risk for part 
of our gold purchase volume if the opportunity arises, but expect to continue to be subject to significant 
fluctuations in the price of gold.  
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Employee Compensation  

Employee compensation constitutes a significant part of the costs and expenses we incur for our 
assembly and test services. Employee compensation comprises of wages and salaries, employer’s contribution to 
employee contribution plans, post-employment pension benefits, long service award and termination benefits. 
This also includes the employment costs from our direct and indirect labor, and research and development 
personnel. We incurred employee compensation costs of $246.4 million, $256.9 million and $254.5 million for 
2015, 2016 and 2017, respectively. As a portion of our employees in Singapore are unionized, our employee 
compensation costs may increase if we agree to wage increases in any future wage negotiation with the unions.  

The decrease in our employee compensation costs from 2016 to 2017 is mainly attributable to the 
closure of our Shanghai facility. The increase in our employee compensation costs from 2015 to 2016 was 
primarily due to an increase in our employee headcount in 2016. 
 
Acquisitions  

Other than organic growth, we have also grown our business and operations through acquisitions. Each 
acquisition may materially change our overall results of operations and financial profile, and may cause period 
to period comparisons of our financial statements not to be meaningful. For example, our acquisition of ASAT 
Limited (now known as UHK) in 2010 and NS Electronics Bangkok (now known as UTL) in 2006 strengthened 
our position and intellectual property portfolio in quad-flat no-lead, or QFN, packages.   

In 2014, we, through our subsidiary UTAC Manufacturing Services Limited, completed the strategic 
acquisition from Panasonic of its semiconductor assembly and test facilities in Singapore, Malaysia and 
Indonesia. The key products manufactured by these facilities we acquired from Panasonic are ceramic leadless 
chip carrier and ceramic land grid image sensor packages, transistor outline packages, laser detector hologram 
units, small outline transistors and integrated circuit cards, which are mainly used in the automotive, industrial 
and medical end-markets. This acquisition equipped us with new automotive and industrial capabilities, and 
diversified the services we offer and the end-markets we serve.  

We may consider future acquisitions of, or investments in, complementary businesses or assets from 
time to time. Any of such acquisitions or investments could have a material effect on our business, financial 
condition and results of operations. 

Foreign Currency Fluctuations 

Our sales are generally denominated in U.S. dollars. We are exposed to currency risk which arises 
primarily due to our operating expenses being generally denominated in other currencies such as Singapore 
dollars, Thai Baht, Chinese Renminbi, New Taiwan dollars and Japanese Yen. Because our receivables are 
denominated in U.S. dollars, changes in the exchange rates of these currencies or any other applicable currencies 
to the U.S. dollar will affect our cost of goods sold and operating margins and could result in exchange losses. 
We cannot fully predict the impact of future exchange rate fluctuations on our profitability. 

Critical Accounting Policies   

The preparation of consolidated financial statements in conformity with SFRS requires management to 
make judgments, estimates and assumptions that affect the application of accounting policies and the reported 
amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates. Critical 
accounting policies reflect significant judgments and uncertainties and may result in materially different results 
under different assumptions and conditions. 

Estimates and underlying assumptions are reviewed on an ongoing basis and are based on historical 
experience and other factors, including expectations of future events that we believe are reasonable under the 
current circumstances. Revisions to accounting estimates are recognized in the period in which the estimates are 
revised and in any future periods affected. 
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We believe that the application of the following accounting policies, which are important to our 
consolidated financial position and results of operations, requires significant judgments and estimates on the part 
of management. For a summary of all of our accounting policies, including the accounting policies discussed 
below, see Notes 2 and 3 to our audited consolidated financial statements for the years ended December 31, 
2015, 2016 and 2017 included in this annual report. 

Liquidated damages under take-or-pay contracts 
 

We, through one of our subsidiaries, UTAC Manufacturing Services Pte. Ltd., entered into a contract 
manufacture agreement with our customer on May 30, 2014, under which the customer has undertaken to 
purchase various annual committed amounts of services and products from us at agreed prices over the five-year 
term of the agreement. If the customer is unable to fulfill its commitment, it must pay us liquidated damages in 
an amount equal to 50% of the difference between the relevant commitment and the relevant eligible revenue 
generated for the duration of the relevant commitment. 

Assessment of liquidated damages are made annually for the contract periods ended March 31, and 
June 30, for the contract period under the take-or-pay contract. Liquidated damages are recognized as revenue to 
the extent that the amounts recoverable can be reliably measured and it is probable that economic benefits will 
flow to the group. During the years ended December 31, 2015, 2016 and 2017, we recognized liquidated 
damages under the take-or-pay contract of $30.7 million, $24.0 million, $17.6 million, respectively. This related 
to liquidated damages paid by the customer for the contract period ended March 31, 2015, 2016 and 2017 of 
$4.6 million, $7.3 million and $6.0 million, respectively. The interim liquidated damages paid by the customer 
for the contract period ended September 30, 2015 and 2016 and 2017 was $16.7 million, $13.5 million and nil, 
respectively. The liquidated damages accrued for the contract period ended March 31, 2016, 2017 and 2018 
amounted to $9.3 million, $3.2 million and $11.6 million respectively.  

For the contract period ended March 31, 2017, the recognized liquidated damages were derived from 
the difference between the annual commitment and the actual revenue for the period. Liquidated damages 
recognized in relation to the contract period ended March 31, 2018 were estimated based on the actual revenue 
to-date and the forecasted purchase commitment of the remaining months of the contract period. Our 
management has applied a systematic method of accrual for the expected liquidated damages, based on the 
proportion of actual revenue for the nine-month contract period ended December 31, 2017 against the total 
expected revenue for the contract period. 

As judgment is required in evaluating the reliability of the forecasted purchase commitment, our 
management has conducted a critical review of the forecasted purchase commitment using the historical forecast 
compared against the actual revenue for the relevant periods. Our management believes that, as of December 31, 
2017, it is highly probable that the customer will be unable to fulfill its commitment for the contract period 
ended March 31, 2018. 

Goodwill 

For the purpose of impairment testing of goodwill, goodwill is allocated to each of our cash-generating-
units, being assembly and test services, which are expected to benefit from synergies arising from the business 
combination. The recoverable amounts from our cash-generating units are determined based on value-in-use 
calculations. These calculations require the use of estimates. 

If our estimated gross profit margin were lowered by 1.0% in each of the forecasted years with all other 
variables held constant, the recoverable amounts from our assembly services would be reduced by 
approximately $51.9 million, $43.6 million and $48.8 million for the years ended December 31, 2015, 2016 and 
2017, respectively, and our test services would be reduced by $31.1 million, $25.0 million and $29.9 million for 
the years ended December 31, 2015, 2016 and 2017, respectively. The carrying amount of goodwill as of 
December 31, 2015, 2016 and 2017 would not be impaired. 
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If our estimated pre-tax discount rate applied to the discounted cash flows from our assembly and test 
services were raised by 1.0% with all other variables held constant, the recoverable amounts from our assembly 
services would be reduced by approximately $72.7 million, $47.9 million and $53.9 million for the years ended 
December 31, 2015, 2016 and 2017, respectively, and the recoverable amounts from our test services would be 
reduced by approximately $99.3 million, $88.0 million and $119.6 million for the years ended December 31, 
2015, 2016 and 2017, respectively. The carrying amount of goodwill as of December 31, 2015, 2016 and 2017 
would not be impaired.   

If our estimated weighted average revenue growth rate for the next five years applied to the discounted 
cash flows from our assembly services were to be 3%, nil and (1)% for the years ended December 31, 2015, 
2016 and 2017, with all other variables held constant, the recoverable amount from our assembly services would 
be reduced by $44.3 million, $27.6 million and $0.6 million for such years, respectively. If our estimated 
weighted average revenue growth rate for the forecasted period applied to the discounted cash flows from our 
test services were lowered to 2%, 2% and nil with all other variables held constant, the recoverable amount from 
our test services would be reduced by $19.0 million, $15.4 million and $107.2 million for the years ended 
December 31, 2015, 2016 and 2017, respectively. The carrying amount of goodwill would not be impaired.  

Impairment of property, plant and equipment 

Property, plant and equipment are tested for impairment whenever there is any objective evidence or 
indication that these assets may be impaired. 

During the financial year ended December 31, 2015, an impairment charge of $3.5 million was 
recognized on certain plant and machinery. The impairment charge recognized for these assets was due to events 
and circumstances that indicate that the carrying amount would exceed the recoverable amount. The recoverable 
amount of these plant and machinery has been determined based on the fair value of such assets less the cost of 
sales. Fair value was determined by reference to quotations from third party vendors for these assets. 

During the financial year ended December 31, 2016, an impairment charge of $15.8 million was 
recognized on certain plant and machinery. The impairment charge recognized for these assets was due to events 
and circumstances that indicate that the carrying amount would exceed the recoverable amount. The recoverable 
amount of these plant and machinery has been determined based on the fair value of such assets less the cost of 
sales. Fair value was determined by reference to quotations from third party vendors for these assets. 

During the financial year ended December 31, 2017, a reversal of impairment charge of $5.5 million 
was recognized mainly relating to the disposal of fully impaired plant and machinery of UTAC (Shanghai) Co., 
Ltd. 

 
Uncertain tax positions 

We are subject to various taxes in numerous jurisdictions in which we operate. These include taxes on 
income, property, goods and services, and other taxes. In determining the tax liabilities, we are required to 
estimate their tax payable position based on deductibility of certain expenses and exemptions of certain taxable 
income due to tax incentives granted in respective tax jurisdictions. We submit tax returns and claims with the 
appropriate government taxing authorities, which are subject to examination and agreement by those taxing 
authorities. 

We regularly re-assess the likelihood of adverse outcomes resulting from these examinations to 
determine adequacy of provision for taxes. We have open income tax assessments as of December 31, 2017. As 
we believe that the income tax positions are sustainable, we have not recognized any additional tax liability on 
these uncertain tax positions.  
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Key Components of Our Statement of Comprehensive Income 

Our statement of comprehensive income comprises the following line items: 

Sales 

We generate sales from our semiconductor assembly and test operations. We generally recognize sales 
when we complete the assembly and test services provided to our customers.   

The table below shows, for the periods indicated, the amount and percentage of our sales attributable to 
each of our assembly services and test services: 

Service type 

Year ended December 31, 
2015 2016 2017 

Amount 
Percentage 

of sales Amount 
Percentage 

of sales Amount 
Percentage 

of sales 
 ($ in millions, except percentages) 

Assembly ............................  542.2 61.8% 583.6 66.7% 602.7 68.9% 
Test .....................................  304.6 34.7% 267.8 30.6% 254.1 29.1% 
Other ...................................  30.7 3.5% 24.0 2.7% 17.6 2.0% 
Total ...................................  877.5 100.0% 875.4  100.0% 874.4  100.0% 
 

The following tables set forth the composition of our sales by product category as a percentage of sales, 
which has been prepared based on our management’s determination of the product categories that are served by 
our customers: 

Product category 

Year ended December 31, 
2015 2016 2017 

Amount 
Percentage 

of sales Amount 
Percentage 

of sales Amount 
Percentage 

of sales 
 ($ in millions, except percentages) 

Analog .................................. 293.7 33.5% 336.7 38.5% 386.1 44.2% 
Mixed-signal and logic ......... 396.5 45.2% 366.9 41.9% 324.5 37.1% 
Memory ................................ 83.0 9.4% 81.1 9.3% 76.2 8.7% 
Others ................................... 73.6 8.4% 66.7 7.6% 70.0 8.0% 
Liquidated damages .............. 30.7 3.5% 24.0 2.7% 17.6 2.0% 
Total ..................................... 877.5 100.0% 875.4 100.0 %  874.4 100.0 %  
 

We have a diversified customer base on the basis of geographical distribution. We account for 
geographical distribution of our sales based on the countries in which our customers are headquartered, which 
we classify into five regions: United States, Japan, Asia (excluding Japan), Europe and Others. The table below 
sets forth the geographic distribution of our sales: 

Geographical region 

Year ended December 31, 
2015 2016 2017 

Amount 
Percentage 

of sales Amount 
Percentage 

of sales Amount 
Percentage 

of sales 
 ($ in millions, except percentages) 

United States ......................... 422.9 48.2% 428.2 48.9% 450.4 51.5% 
Japan ..................................... 219.8 25.0% 210.7 24.1% 215.2 24.6% 
Asia (excluding Japan) ......... 157.6 18.0% 148.8 17.0% 96.8 11.1% 
Europe .................................. 72.2 8.2% 83.8 9.6% 109.0 12.5% 
Others ................................... 5.0 0.6% 3.9 0.4% 3.0 0.3% 
Total ..................................... 877.5 100.0% 875.4 100.0% 874.4 100.0% 
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Cost of Sales 

Our cost of sales consists principally of the following: 

x direct materials and direct labor, which vary in line with the level of our sales;  

x indirect labor, indirect materials (being ancillary materials and other supplies used in the assembly 
and test process), utilities, equipment maintenance, operating supplies and tooling, which vary in 
part with the level of our sales; and  

x depreciation and general expenses incurred in maintaining our facilities, which are generally fixed 
and do not vary in line with our sales. Our depreciation expenses vary in line with the level of our 
capital expenditure, sales of equipment that has not been fully depreciated and the remaining 
useful life of the equipment.  

In most cases, the cost of the silicon die for our assembly services, typically the most costly component 
of the assembly services, is not reflected in our cost of sales because it is supplied by our customers on a 
consignment basis.  

Our cost of sales for our assembly services is generally higher than that for our test services due to 
significantly more materials being required for our assembly operations, while the depreciation expenses for our 
test services is generally higher than that for our assembly services due to higher capital expenditure on test 
equipment for our test operations.  Our analog and mixed-signal and logic assembly operations generally have 
higher materials costs compared to our memory assembly operations. 

Other Income  

Other income primarily consists of sales of scrap, interest income, government grant income and rental 
income.  

Other Gains/(Losses) – Net  

Other gains/(losses) – net primarily consists of net gains/(losses) on disposal of property, plant and 
equipment and non-current assets held for sale and currency exchange gains/(losses) – net, which are a result of 
gains or losses from translations of our non-U.S. dollar denominated monetary assets and liabilities as at the end 
of the year and actual realization and settlement of non-US. dollar assets and liabilities during the financial year. 

Expenses 

Our expenses include selling, general and administrative expenses, research and development expenses, 
finance expenses and other expenses. The table below shows the amount and percentage of each expense 
component to our sales, and our expenses, for the years ended December 31, 2015, 2016 and 2017:  

 Year ended December 31, 
 2015 2016 2017 

Expenses Amount 
Percentage 

of sales 
Percentage 
of expenses Amount 

Percentage 
of sales 

Percentage 
of expenses Amount 

Percentage 
of sales 

Percentage 
of expenses 

 ($ in millions, except percentages) 
Selling, general and administrative .......  94.9 10.8% 38.9% 82.7 9.4% 29.8% 118.7 13.6% 44.4% 
Research and development ....................  11.3 1.3% 4.6% 15.0 1.7% 5.4% 17.3 2.0% 6.5% 
Finance .................................................  128.1 14.6% 52.6% 128.5 14.7% 46.3% 126.3 14.4% 47.3% 
Others ...................................................  9.4 1.1% 3.9% 51.3 5.9% 18.5% 4.9 0.6% 1.8% 
Total .....................................................  243.7 27.8% 100.0% 277.5 31.7% 100.0% 267.2 30.6% 100.0% 
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Selling, general and administrative expenses primarily include salary, remuneration and other 
personnel related expenses for sales and marketing staff, administrative staff and directors, overheads such as 
freight and shipping, recruitment and training expenses, depreciation expense and amortization of intangible 
assets, such as software. Our other intangible assets, including patents and licenses and customer relationships 
are also amortized. 

Our research and development expenses are primarily associated with the development of advanced 
packages and assembly techniques to meet the individual needs of our customers and the development of high 
speed test capability, software and processes to enhance test accuracy and efficiency and to shorten test time of 
semiconductors. Our research and development expenses also include the compensation costs of our research 
and development personnel, depreciation of equipment and amortization of intangible assets.  

Finance expenses consist mainly of interest expense on borrowings related to the indebtedness under 
the 2019 Indenture and finance leases. 

Other expenses consist primarily of impairment loss of property, plant and equipment, impairment loss 
of non-current asset held-for-sales, impairment loss of intangible asset, provision for onerous purchase 
commitment, settlement fee in respect of litigation between UTC and Tessera and restructuring activities.  

Income Tax Expense 

Our income tax expense reflects the income tax expenses at the statutory rate in various applicable 
jurisdictions after taking into consideration, among others, any non-deductible expenses, tax incentives, and 
utilization of previously unrecognized tax benefits in each applicable jurisdiction. For further details of our 
policies on income taxes, refer to Note 2.22 to our audited consolidated financial statements for year ended 
December 31, 2017 included in this annual report. 

Non-controlling Interests 

Non-controlling interests are the part of the net results of operations and net assets of our subsidiaries, 
not attributable to interests owned directly or indirectly by our company. 
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Results of Operations 

 Year ended December 31, 
 2015 2016 2017 

 Amount 
Percentage  

of sales Amount 
Percentage  

of sales Amount 
Percentage  

of sales 
 ($ in millions, except percentages) 
Sales.................................................................................  877.5 100.0% 875.4 100.0% 874.4 100.0% 
Cost of sales .....................................................................  (688.9) (78.5%) (695.9) (79.5%) (681.4) (77.9%) 
Gross profit ......................................................................  188.6 21.5% 179.5 20.5% 193.0 22.1% 
Other income  ..................................................................  5.3 0.6% 8.2 0.9% 11.2 1.2% 
Other gains/(losses) – net  ................................................  (0.8) (0.1%) * 0.0% 0.2 0.0% 
Expenses:       
Selling, general and administrative ..................................  (94.9) (10.8%) (82.7) (9.4%) (118.7) (13.6%) 
Research and development ...............................................  (11.3) (1.3%) (15.0) (1.7%) (17.3) (2.0%) 
Finance ............................................................................  (128.1) (14.6%) (128.5) (14.7%) (126.3) (14.4%) 
Others ..............................................................................  (9.4) (1.1%) (51.3) (5.9%) (4.9) (0.6%) 
Loss before tax .................................................................  (50.6) (5.8%) (89.8) (10.3%) (62.8) (7.2%) 
Income tax expense ..........................................................  (21.1) (2.4%) (5.2) (0.6%) (6.7) (0.8%) 
Loss after tax ..................................................................  (71.7) (8.2%) (95.0) (10.9%) (69.5) (7.9%) 
Add/(deduct):       
Income tax expense ..........................................................  21.1  5.2   6.7   
Finance expenses and finance income ..............................  127.0  127.3   124.2   
Depreciation of property, plant and equipment  ...............  139.0  122.1  111.7  
Amortization of intangible assets  ....................................  16.4  16.3  10.4  
Earnings before interest, taxes, depreciation  
  and amortization (“EBITDA”)(1)(3) ..............................  231.8  175.9  183.5  
Add/(deduct):       
Debt restructuring costs ...................................................  -  -  45.6  
Impairment loss on property, plant and equipment ..........  3.5  2.0  1.1  
Impairment loss on intangible assets ................................  -  5.0  -  
Impairment loss on non-current assets held for sale .........  1.2  -  -  
USG Settlement with Tessera(4) .......................................  3.0  -  -  
UTC Settlement with Tessera(5) .......................................  -  16.8  -  
Transition service fees(6) ..................................................  9.8  2.6  -  
Severance expenditure .....................................................  -  4.4  0.6  
USC closure(7) ..................................................................  -  24.3  (2.4)  
Others ..............................................................................  5.6  0.5  0.2  
Adjusted EBITDA(2)(3) ....................................................  254.9  231.5  228.6  
  
Notes: 
*  Denotes amount less than $1,000 
(1) We define EBITDA as loss adjusted for (i) income tax expense; (ii) finance expenses and finance income; and 

(iii) depreciation and amortization, which represent depreciation of property, plant and equipment and amortization 
of intangible assets.  

(2)  We define adjusted EBITDA as EBITDA adjusted for (i) debt restructuring costs; (ii) impairment losses on 
property, plant and equipment, intangible assets and non-current assets held-for-sale; (iii) settlement fee to Tessera; 
(iv) transition service fees; (v) severance expenditure; and (vi) other one-time expenditure, and gain, such as USC 
closure. 

(3)  EBITDA and adjusted EBITDA may not be comparable to similarly titled measures reported by other companies 
due to potential inconsistencies in the method of calculation. We have included EBITDA because we believe it is 
an indicative measure of our operating performance and is used by investors and analysts to evaluate companies in 
our industry. We have included adjusted EBITDA because we believe it is a more indicative measure of our 
baseline performance as it excludes certain charges that our management considers to be outside of our core 
operating results. EBITDA and adjusted EBITDA are not measures of financial performance or liquidity under 
SFRS or U.S. GAAP and should not be considered as alternatives to total profit, operating profit or any other 
performance measures derived in accordance with SFRS or U.S. GAAP or as an alternative to cash flow from 
operating activities as a measure of liquidity.  

(4) On February 19, 2016, we announced that USG would pay $3.1 million related to the settlement of an audit dispute 
regarding a packaging technology license agreement with Tessera. We made a $3.0 million provision in the year 
ended December 31, 2015 for this dispute based on initial findings by Tessera’s auditors. 

(5) Relates to UTC settlement with Tessera in the amount of $18.0 million at a discounted present value of $16.8 
million. 

(6) Relates to UMSG transitional support services agreement with Panasonic for the use of its technical and systems 
support services. 

(7) Inclusive of impairment of property, plant and equipment of $13.8 million and reversal of impairment of property, 
plant and equipment of $6.6 million in the year ended December 31, 2016 and 2017, respectively. 
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Year Ended December 31, 2017 Compared to Year Ended December 31, 2016  

Sales.  Our sales were flat at $874.4 million in 2017 compared to $875.4 million in 2016. The slight 
decrease in sales was primarily due to a decrease from our mixed-signal and logic product category and memory 
product category, offset by an increase in sales from our analog product category and other product category. 

Cost of sales.  Cost of sales decreased by 2.1% to $681.4 million in 2017 from $695.9 million in 2016 
as a consequence of lower material cost of inventory compared to 2016 where we had a higher material cost of 
inventory account of inventory written off from the closure of USC, a shift in product mix within assembly 
packages, lower depreciation expense, lower cost of utilities and cost savings from our cost reduction initiatives, 
offset by higher operating supplies/tooling due to a ramp up in UTL’s capacity. 

As a result of the factors described in the preceding paragraph, our cost of sales as a percentage of sales 
decreased to 77.9% in 2017 compared to 79.5% in 2016. 

Gross profit.  Gross profit increased by 7.5% to $193.0 million in 2017 from $179.5 million in 2016. 
Gross profit as a percentage of sales, or gross profit margin, was 22.1% in 2017 compared to 20.5% in 2016. 
The increase in our gross profit and gross profit margin were primarily due to higher assembly sales and lower 
cost of sales as described above. 

Other income.  Other income increased to $11.2 million in 2017 compared to $8.2 million in 2016. 
This increase was primarily attributable to sales of scrap as a result of the closure of USC and an increase in 
interest income. 

Other gains/(losses) – net.  Our other gains – net were $0.2 million in 2017 compared to other losses – 
net of $0.03 million in 2016 primarily due to an increase in gain on disposal of property, plant and equipment as 
result of the closure of USC. 

Selling, general and administrative expenses.  Selling, general and administrative expenses increased 
by 43.5% to $118.7 million in 2017 from $82.7 million in 2016 principally due to higher costs associated with 
corporate actions relating to debt restructuring, offset by lower depreciation expense due to impairment 
recognized in 2016.  

Research and development expenses.  Research and development expenses increased by 15.3% to 
$17.3 million in 2017 from $15.0 million in 2016 due to higher research and development personnel and higher 
depreciation expenses. The higher depreciation expense related to plant and equipment used for research and 
development purposes. 

Finance expenses.  Finance expenses remained flat at $126.3 million in 2017 and $128.5 million in 
2016. 

Other expenses.  Other expenses decreased to $4.9 million in 2017 from $51.3 million in 2016 
primarily due to a one-time charge in of $16.8 million representing the discounted present value of the $18.0 
million settlement fee in respect of litigation between UTC and Tessera, impairment loss of equipment of $15.8 
million, impairment loss of intangible asset of $5.0 million and provision for onerous purchase commitment due 
to the closure of our Shanghai facility of $8.3 million in 2016. 
 

Loss before tax.  Our loss before tax was $62.8 million in 2017 compared to $89.8 million in 2016. 

Income tax expense.  Our income tax expense was $6.7 million in 2017 compared to $5.2 million in 
2016. The increase was primarily the result of income taxes on USG1 and UTC on account of their profits in 
2017 compared to a loss in 2016 where both USG1 and UTC were loss-making. 

Year Ended December 31, 2016 Compared to Year Ended December 31, 2015 

Sales.  Our sales decreased by 0.2% to $875.4 million in 2016 from $877.5 million in 2015. The 
decrease in sales was primarily due to a decrease from our mixed-signal and logic product category, memory 
product category, other product category and lower penalty damages, offset by an increase in sales from our 
analog product category. 
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Cost of sales.  Cost of sales increased by 1.0% to $695.9 million in 2016 from $688.9 million in 2015 
principally due to increased sales (excluding liquidated damages), a shift in product mix towards analog 
products, which have higher materials costs, and higher non-recurring engineering costs. The increase was 
partially offset by costs savings from our cost reduction initiatives, lower depreciation expenses and lower costs 
of utilities. 

As a result of the factors described in the preceding paragraph, our cost of sales as a percentage of sales 
increased to 79.5% in 2016 compared to 78.5% in 2015. 

Gross profit.  Gross profit decreased by 4.8% to $179.5 million in 2016 from $188.6 million in 2015. 
Gross profit as a percentage of sales, or gross profit margin, was 20.5% in 2016 compared to 21.5% in 2015. 
The decreases in our gross profit and gross profit margin were primarily due to lower liquidated damages, a 
decrease in revenue attributable to test services which have higher gross margins, lower average selling prices of 
our products and a shift in product mix towards analog products, which have higher materials costs. The 
decreases were partially offset by lower depreciation expenses and lower costs of utilities.   

Other income.  Other income increased to $8.2 million in 2016 compared to $5.3 million in 2015. This 
increase was primarily attributable to an increase in government grant income and an increase in sales of scrap.  

Other gains/(losses) – net.  Our other losses – net were $0.03 million in 2016 compared to other losses 
– net of $0.8 million in 2015 primarily due to an increase in gain on disposal of property, plant and equipment 
and a gain on net foreign exchange in 2016.  

Selling, general and administrative expenses.  Selling, general and administrative expenses decreased 
by 12.9% to $82.7 million in 2016 from $94.9 million in 2015 principally due to lower legal and professional 
expenses and lower costs associated with corporate actions. For these reasons, selling, general and 
administrative expenses as a percentage of sales decreased to 9.4% in 2016 compared to 10.8% in 2015.  

Research and development expenses.  Research and development expenses increased by 32.7% to 
$15.0 million in 2016 from $11.3 million in 2015 due to higher compensation costs of our research and 
development personnel and higher depreciation expenses.  

Finance expenses.  Finance expenses remained consistent at $128.5 million in 2016 and $128.1 million 
in 2015.  

Other expenses.  Other expenses increased to $51.3 million in 2016 from $9.4 million in 2015 
primarily due to a one-time charge of $16.8 million representing the discounted present value of the $18.0 
million settlement fee in respect of litigation between UTC and Tessera, impairment loss of equipment of $15.8 
million, impairment loss of intangible asset of $5.0 million, provision for onerous purchase commitment due to 
the closure of Shanghai facility of $8.3 million and restructuring expenses of $3.2 million in 2016. Other 
expenses in 2015 were primarily attributable to impairment loss of equipment of $3.5 million, fees incurred in 
relation to USG1’s settlement with Tessera of $3.0 million and restructuring expenses of $1.1 million. 

Loss before tax.  Our loss before tax was $89.8 million in 2016 compared to $50.6 million in 2015. 

Income tax expense.  Our income tax expense was $5.2 million in 2016 compared to $21.1 million in 
2015. The decrease was primarily due to a one-off non-recurring capital gains tax on patent transfers from 
Thailand and Taiwan entities to UHQ and additional tax provision for our subsidiary in China in 2015. 

Liquidity and Capital Resources 

Our operations are capital intensive. We have funded our operations and growth primarily through a 
mixture of short-term and long-term loans and cash flows from operations. As of December 31, 2017, our 
primary sources of liquidity included cash and cash equivalents of $184.6 million, undrawn credit facilities of 
$5.3 million and unutilized bank guarantee facilities of $0.7 million.  
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The following table sets forth our consolidated cash flows with respect to operating activities, investing 
activities and financing activities for the periods indicated. 

 
 Year ended December 31, 
 2015 2016 2017 
 ($ in millions) 
Net cash provided by operating activities ................  221.2 186.0 141.7 
Net cash used in investing activities ........................  (136.5) (105.0) (107.1) 
Net cash used in financing activities........................  (122.2) (119.3) (67.5) 
Net decrease in cash and cash equivalents ...............  (37.5) (38.3) (32.9) 
Cash and cash equivalents at beginning of  

financial year ......................................................  293.0 255.5 217.2 
Cash and cash equivalents at end of  

financial year ......................................................  255.5 217.2 184.3 
 
Cash Flows from Operating Activities 

We generated $141.7 million in net cash from our operating activities for the year ended December 31, 
2017, a decrease from $186.0 million for the year ended December 31, 2016. Our cash flows from operating 
activities were calculated by adjusting our loss after tax of $69.5 million by (i) non-cash and other items, such as 
$111.7 million of depreciation of property, plant and equipment, $126.3 million in finance expense, $2.9 million 
of net gain on disposal of property, plant and equipment, $0.5 million on net gain on disposal of non-current 
assets held for sale, $10.4 million of amortization of intangible assets, $6.7 million in income tax expense, $5.5 
million of reversal of impairment of property, plant and equipment, $2.9 million of reversal of provision for 
onerous contract, and (ii) changes in working capital described below.  

Working capital sources of cash in 2017 primarily included an increase in cash of $11.6 million 
resulting from a decrease in trade and other receivables, a decrease in cash of $3.7 million resulting from an 
increase in inventories and a decrease in cash of $32.8 million resulting from an increase in trade and other 
payables. In 2017, we made cash payments of $4.6 million in respect of income tax expenses. 

We generated $186.0 million in net cash from our operating activities for the year ended December 31, 
2016, a decrease from $221.2 million for the year ended December 31, 2015. Our cash flows from operating 
activities were calculated by adjusting our loss after tax of $95.1 million by (i) non-cash and other items, such as 
$122.1 million of depreciation of property, plant and equipment, $128.5 million in finance expense, $1.9 million 
of net gain on disposal of property, plant and equipment, $0.5 million on net gain on disposal of non-current 
assets held for sale, $16.3 million of amortization of intangible assets, $5.2 million in income tax expense and 
$15.8 million of impairment of property, plant and equipment, $5.0 million of impairment of intangible asset, 
the one-time charge of a $16.8 million representing the discounted present value of the $18.0 million settlement 
fee in respect of litigation between UTC and Tessera, $8.3 million of provision for onerous contract, $1.5 
million of provision for building reinstatement cost, $0.7 million of inventories written down and (ii) changes in 
working capital described below.  

Working capital sources of cash in 2016 primarily included a decrease in cash of $8.7 million resulting 
from an increase in trade and other receivables, a decrease in cash of $5.4 million resulting from an increase in 
inventories and a decrease in cash of $8.5 million resulting from an increase in trade and other payables. In 
2016, we made cash payments of $14.6 million in respect of income tax expenses. 

We generated $221.2 million in net cash from our operating activities for the year ended December 31, 
2015, a decrease from $224.4 million for the year ended December 31, 2014. Our cash flows from operating 
activities are calculated by adjusting our loss after tax of $71.7 million by (i) non-cash and other items, such as 
$139.0 million of depreciation of property, plant and equipment, $128.1 million in finance expense, $0.5 million 
of gain on disposal of property, plant and equipment, $0.5 million on gain on disposal of non-current assets held 
for sale, $16.4 million of amortization of intangible assets, $21.1 million in income tax expense and $3.5 million 
of impairment of property, plant and equipment, $1.2 million of impairment of non-current assets held-for-sale, 
and (ii) changes in working capital described below. Working capital sources of cash in 2015 included primarily 
included a decrease in cash of $8.7 million resulting from an increase in trade and other receivables, an increase 
in cash of $3.4 million resulting from a decrease in inventories and an increase in cash of $4.0 million resulting 
from an increase in our trade and other payables. In 2015, we made cash payments of $16.3 million in respect of 
income tax expenses. 
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Cash Flows from Investing Activities 

The primary uses of cash in our investing activities for the years ended December 31, 2015, 2016 and 
2017 primarily related to our purchases and disposals of property, plant and equipment in connection with our 
operations and payment of deferred consideration. 

Net cash used in investing activities was $107.1 million during the year ended December 31, 2017. 
Cash flows from investing activities consisted primarily of $93.9 million used for the purchases of property, 
plant and equipment, $60.0 million used for payment of deferred consideration relating to the acquisition of the 
UMS group and $0.6 million used for purchases of intangible assets, which was partially offset by a decrease of 
$34.2 million in restricted cash, the proceeds of $10.2 million from the disposal of certain of our plant and 
equipment and $0.8 million from the disposal of certain of plant and equipment under non-current assets held 
for sale. 

Net cash used in investing activities was $105.0 million during the year ended December 31, 2016. 
Cash flows from investing activities consisted primarily of $93.6 million used for the purchases of property, 
plant and equipment, $20.0 million used for payment of deferred consideration relating to the acquisition of the 
UMS group and $3.1 million used for purchases of intangible assets, which was partially offset by proceeds of 
$9.5 million from the disposal of certain of our plant and equipment and $1.0 million from the disposal of 
certain of plant and equipment under non-current assets held for sale. 

Net cash used in investing activities was $136.5 million during the year ended December 31, 2015. 
Cash flows from investing activities consisted primarily of $100.7 million used to purchase property, plant and 
equipment for our mixed-signal and logic assembly and test operations, $4.5 million used to purchase intangible 
assets, which was partially offset by proceeds of $2.5 million from the disposal of certain of our plant and 
equipment under non-current assets held for sale, $10.0 million payment of deferred consideration relating to the 
acquisition of the UMS group and $25.7 million invested in restricted cash. 

Cash Flows from Financing Activities 

The primary uses of cash in our financing activities for the years ended December 31, 2015, 2016 and 
2017 primarily relate to interest payments on the 2019 Notes.  

Net cash used in financing activities was $67.5 million during the year ended December 31, 2017. Cash 
flows from financing activities principally consist of the interest payment of $56.4 million, deposits placed in 
accordance with the a global settlement, forbearance and restructuring and support agreement that we entered 
into with the holders of the 2019 Notes on November 2, 2017 (the “RSA”) of $10.0 million, the payment of 
banker’s guarantee fees of $0.8 million and the repayment of finance lease liabilities of $0.3 million. 

Net cash used in financing activities was $119.3 million during the year ended December 31, 2016. 
Cash flows from financing activities principally consist of the interest payment of $115.7 million, the repayment 
of finance lease liabilities of $2.1 million and dividends of $1.5 million paid to non-controlling interests. 

Net cash used in financing activities was $122.2 million during the year ended December 31, 2015. 
Cash flows from financing activities principally consist of the interest payment of $117.1 million, the repayment 
of finance lease liabilities of $4.4 million and dividends of $0.7 million paid to non-controlling interests. 
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Capital Expenditures 

Capital expenditures represent purchases of property, plant and equipment and intangible assets, 
including, among other things, testers and wire bonders in any given period, software development, excluding 
those we acquired through a business combination.  

Our cash capital expenditure was $105.2 million, $96.7 million and $94.5 million in 2015, 2016 and 
2017, respectively.  

 
Cash capital expenditure was lower in 2017 due to the re-allocation of our production capacity from 

Shanghai facilities to other sites and upgrades on existing equipment where possible.  

We currently expect our cash capital expenditure for 2018 to be slightly higher compared to 2017, with 
the majority of such expenditure made towards the expansion of capacity in analog products, including capacity 
expansion in UTL. As of December 31, 2017, we have committed capital expenditure of $13.4 million.  

We expect to fund our budgeted capital expenditure through existing cash and cash generated from 
operations. We periodically review our budgeted capital expenditure during the year. We may adjust our capital 
expenditures based on market conditions, the progress of our expansion plans and cash flow from operations.  

Turnover Days/Credit Policy 

The following table shows the turnover days for inventory, trade receivable and trade payable for the 
years ended December 31, 2015, 2016 and 2017.  

 Year ended December 31, 
 2015 2016 2017 
Inventory turnover days(1) ......................................... 80 77 88 
Trade receivable turnover days(2) .............................. 57 60 58 
Trade payable turnover days(3) .................................. 75 64 54 
Trade payable turnover days, excluding acquisition 
of property, plant and equipment(4) ........................... 

64 59 56 

 

  
Notes: 

(1) Inventory turnover days are calculated using the following formula: average of the beginning and ending inventory 
balance of the financial year multiplied by 365 days divided by costs of inventories, which consists of direct 
materials, indirect materials and work-in-progress changes recognized as expense.  

(2) Trade receivable turnover days are calculated using the following formula: average of the beginning and ending 
trade receivable balance of the financial year multiplied by 365 days divided by sales. 

(3) Trade payable turnover days are calculated using the following formula: average of the beginning and ending trade 
payable balance and related accruals balance of the financial year multiplied by 365 days divided by total 
purchases arising from the acquisition of property, plant and equipment, incurrence of cost of sales, selling, general 
and administrative expenses and research and development expenses, excluding labor cost, depreciation and 
amortization expenses, movement in inventory and employee compensation expenses. 

(4)  Trade payable turnover days, excluding acquisition of property, plant and equipment are calculated using the 
following formula: average of the beginning and ending trade payable balance and related accruals balance of the 
financial year excluding acquisition of property, plant and equipment, multiplied by 365 days divided by total 
purchases incurrence of cost of sales, selling, general and administrative expenses and research and development 
expenses, excluding labor cost, depreciation and amortization expenses, movement in inventory and employee 
compensation expenses. 

 
We continue to work on minimizing our inventory levels without compromising our commitments to 

our customers by managing orders on a back-to-back basis and using an enterprise resource planning software 
across our group to help us improve our visibility of inventory levels and inventory needs for production. In 
most cases, silicon die which are supplied to us by our customers on a consignment basis are not considered as 
part of our inventory.  
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Our inventory turnover days increased to 88 days in 2017 compared to 77 days in 2016 primarily due 
to higher closing balance of inventories to support the UTL ramp-up and reduced consumption of materials. Our 
inventory turnover days decreased to 77 days in 2016 compared to 80 days in 2015 primarily due to increased 
consumption of materials. 

Generally, credit limits and terms are pre-approved and set for all customers. We generally grant credit 
terms of 30 to 60 days. Any credit terms above 60 days must be approved by our interim Chief Financial 
Officer. In deciding the credit limits for customers, the relevant sales team first performs a credit assessment on 
the customer and sets the relevant limits based on the sales projection and financial health of the customer. All 
outstanding debtor balances are reviewed and followed through for collection on a weekly basis. 

In 2015, 2016 and 2017, our trade receivable turnover days remained consistent at 57 days, 60 days and 
58 days, respectively.  

Our trade payable turnover days decreased to 54 days in 2017 compared to 64 days in 2016 and 75 
days in 2015 due to shorter payment cycle to our suppliers in 2016 and 2017.  

Total Borrowings 

As of December 31, 2017, the total amount outstanding under our long-term and short-term 
borrowings, and finance leases, was $1,119.1 million (after deducting unamortized loan facility and related 
issuance costs).  

Long-Term Borrowings 

The following table sets out certain details relating to our long-term borrowings (without including 
finance leases): 

Facility 
Borrower/ 

Issuer 

Amount 
outstanding as of 

December 31, 2017 

Total 
committed 

amount 
Interest 

rate Maturity 
 ($ in millions) 

2019 notes .........................  Global A&T 
Electronics 

1,127.3(1) 1,127.3 10.0% February 2019 

  
Note: 

(1) This amount represented the total indebtedness outstanding under the 2019 Notes as of December 31, 
2017, without deducting unamortized loan facility and related issuance costs of $8.2 million.  

 
Short-Term Borrowings 

Our short-term borrowings comprise primarily of conventional revolving credit facilities and trade 
financing facilities. 

UTL has a revolving credit facility of up to 175.0 million Thai Baht (approximately $5.3 million as of 
December 31, 2017) with Siam Commercial Bank Public Company Limited, which may be utilized for working 
capital purposes. As of December 31, 2017, this facility has not been utilized. 

UTL also has bank guarantee facilities for an aggregate of up to 85.0 million Thai Baht (approximately 
$2.6 million as of December 31, 2017) with Siam Commercial Bank Public Company Limited which may be 
utilized for working capital purposes. As of December 31, 2017, guarantees of an aggregate amount of 61.5 
million Thai Baht (approximately $1.9 million as of December 31, 2017) have been issued under these facilities.  

UTC had a letter of credit facility of an amount of $7.0 million with Ta Chong Bank that expired on 
August 31, 2017. A new facility of $0.3 million was issued by the same bank and fully utilized as of September 
30, 2017. 
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Contractual Obligations 

The following table summarizes our contractual obligations, namely, our long-term debt obligations, 
finance lease obligations (generally one to five years plant and machinery leases with options to purchase at the 
end of the lease term), operating lease obligations (including lease payments for land and buildings, and plant 
and machinery), capital commitments (with respect to plant and machinery) and purchase obligations, as of 
December 31, 2017.  
 Payments due by period 
 

Total 
Less than 

1 year 1 to 3 years 
3 to 5 
years 

More than 5 
years 

 ($ in millions) 
Long-term debt obligations(1) ...........  1,119.1 0.3 1,118.8 - - 
Finance lease obligations ..................  0.6 0.3 0.3 * - 
Operating lease obligations...............  19.2 5.0 7.3 2.1 4.8 
Purchase obligations(2)  ...................  13.4 13.2 * 0.2 - 
Total .................................................  1,152.3 18.8 1,126.4 2.3 4.8 
  
Notes: 

(1) These amounts include the principal and interest payable under the 2019 Notes. As of December 31, 
2017, we had $1,127.3 million outstanding under our 2019 Notes.  

(2) These amounts represents obligations under agreements (other than agreements relating to finance and 
operating leases) to purchase goods or services that are enforceable and legally binding on us, including 
outstanding payables for goods and services as of December 31, 2017.  

*  Denotes amount less than $1,000. 
 

Sales of our subsidiaries who are not guarantors of the 2019 Notes accounted for approximately $206.8 
million, or 23.7%, of our total sales for the year ended December 31, 2017, assets accounted for approximately 
$227.0 million, or 15.0%, of our total assets, and liabilities accounted for approximately $37.9 million, or 2.7%, 
of our total liabilities, in each case as of December 31, 2017.  

Sales of our subsidiaries who are not guarantors of the 2019 Notes accounted for approximately $234.4 
million, or 26.8%, of our total sales for the year ended December 31, 2016, assets accounted for approximately 
$294.4 million, or 18.3%, of our total assets, and liabilities accounted for approximately $121.8 million, or 
8.6%, of our total liabilities, in each case as of December 31, 2016.  

Sales of our subsidiaries who are not guarantors of the 2019 Notes accounted for approximately $241.7 
million, or 27.5%, of our total sales for the year ended December 31, 2015, assets accounted for approximately 
$302.4 million, or 17.6%, of our total assets, and liabilities accounted for approximately $143.2 million, or 
10.0%, of our total liabilities, in each case as of December 31, 2015.  

Finance Leases 

We have leased certain plant and equipment under finance leases. As of December 31, 2017, our total 
finance lease obligations were $0.7 million. Lease terms generally range from one to five years with options to 
purchase at the end of the lease term. Lease terms generally do not contain restrictions concerning dividends, 
additional debts or further leasing and do not provide for contingent rents. The liabilities under the leases are 
secured on the plant and equipment, which are the subject of the finance lease contracts. 

Seasonality 

Generally, we tend to experience higher sales in the third quarter when compared against our sales in 
the other quarters in each year, due to an increase in orders in the third quarter, in anticipation of higher 
consumer demand during the holiday season.  
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Off-balance Sheet Arrangements 

Other than disclosed elsewhere in this document such as undrawn credit facilities, we do not have any 
off-balance sheet arrangements. 

Contingent liabilities 
 

We are subject to claims and litigation that arise in the normal course of business. We accrue liability 
associated with these claims and litigations when they are probable and reasonably estimated.  

(a) Complaint filed by certain noteholders 

In February 2014, a complaint was filed in the Supreme Court of the State of New York, New York 
County (the “2014 NY Action”), by certain purported holders of GATE’s 2019 Notes, alleging certain claims in 
relation to the issuance of the $502.3 million in aggregate principal amount of 2019 Notes on September 30, 
2013. The claims asserted included alleged breaches of GATE’s intercreditor agreement and indenture, 
fraudulent inducement and fraud with respect to certain plaintiffs’ purported purchases of the 2019 Notes. The 
complaint sought monetary damages and declaratory relief, including a declaration that the issuance of the 2019 
Notes on September 30, 2013 caused an event of default under the 2019 Indenture. On July 14, 2015, the court 
granted GATE’s motion to dismiss and dismissed the complaint filed in February 2014 in its entirety. On July 
21, 2015, certain plaintiffs appealed the court’s decision to the Appellate Division of the Supreme Court of the 
State of New York.  

 
On September 27, 2016, the Appellate Division reinstated some of the noteholders’ claims against 

GATE’s for breach of the 2019 Indenture and the intercreditor agreement in connection with the transaction 
which was entered into on September 30, 2013. On October 7, 2016, certain noteholders filed an amended 
complaint that asserted the claims reinstated by the Appellate Division. On October 31, 2016, GATE filed a 
motion to dismiss that complaint based on standing grounds. On March 31, 2017, a complaint was filed in the 
Supreme Court of the State of New York, New York County (the “2017 NY Action”), in relation to the same 
2019 Notes by two noteholders, and these noteholders alleged certain claims which appear to be similar to those 
asserted by other noteholders in the lawsuit as described above. On November 2, 2017, we entered into the RSA 
with holders of approximately 85% in principal amount of the 2019 Notes, including the plaintiffs of the 2014 
NY Action and the 2017 NY Action. Completion of the restructuring and the effectiveness of the Chapter 11 
Plan was conditioned upon (i) the dismissal with prejudice of the 2014 NY Action and the 2017 NY Action and 
all related lawsuits filed by all other holders of 2019 Notes; and (ii) the approval of releases of, and an 
injunction with respect to, any and all claims and causes of action asserted by all third parties against GATE and 
its equity sponsors and each of their respective affiliates, whether in connection with the foregoing or otherwise. 
The 2014 NY Action and the 2017 NY Action were dismissed with prejudice on January 29, 2018 and January 
12, 2018 respectively. 
 
 (b) Suit filed by Amkor Technology 
 

On April 4, 2014, Amkor Technology, Inc. (“Amkor”) filed a complaint against GATE and certain of 
its subsidiaries (the “Defendants”) in the Superior Court of Arizona. The suit related to patent licenses between 
Amkor and certain of GATE’s subsidiaries. The Defendants filed a motion to dismiss Amkor’s complaint on 
August 12, 2014. Between 2014 and 2017, the Defendants and Amkor engaged in various court proceedings 
related to the suit.  

 
In October 2017, the parties entered into a settlement agreement under which all claims will be 

dismissed with prejudice, and each party will receive a release of all claims that were brought or could have 
been brought in the lawsuit relating to the license agreements. Under the settlement agreement, the suit will be 
terminated and the Defendants will have no further obligations to Amkor. Pursuant to the terms of the settlement 
agreement, the suit was dismissed with prejudice on November 1, 2017.  

 
Derivative Financial Instruments 

We are exposed to fluctuations in currency exchange rates, interest rates and commodity prices. We 
regularly monitor and evaluate our exposure to such fluctuations.  
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From time to time, we employ derivative instruments such as foreign currency forward contracts to 
mitigate the financial risks associated with certain anticipated cash flows, assets and liabilities and not for 
trading or speculation purposes. We may qualify the forward foreign currency contracts for hedge accounting so 
as to effectively manage risk associated with fluctuations in interest rates and the value of the foreign currency, 
thereby making financial results more stable and predictable. 

Based on our overall currency rate exposure, we may hedge against the Singapore Dollar, the Thai Baht 
and the Chinese Renminbi by entering into currency forward contracts. We have adopted hedge accounting for 
any currency forward contracts that we enter into. The fair value changes on the effective portion of the 
currency forwards designated as cash flow hedges are recognized in other comprehensive income and presented 
in the hedging reserve. The amount recognized in other comprehensive income is transferred to profit or loss 
when the hedged forecast transactions are recognized. The fair value changes on the ineffective portion are 
recognized immediately in profit or loss. When a forecasted transaction is no longer expected to occur, the gains 
and losses that were previously recognized in the hedging reserve are reclassified to profit or loss immediately. 
We also manage our currency exposure typically by holding short-term assets, primarily cash and other 
receivables, in Singapore dollars, New Taiwan dollars, Thai Baht, Japanese Yen and Chinese Renminbi.  

In 2015, 2016 and 2017, we entered into foreign currency forward contracts to protect us from 
fluctuations in exchange rates. The duration of these instruments are generally less than six months. In 2015, 
2016 and 2017, our foreign currency forward contracts qualify as cash flow hedges against highly probable 
forecasted transactions on foreign currency and the effective portion of these hedges are recognized in other 
comprehensive income. Changes in fair value of these foreign currency forward contracts are recognized in 
profit or loss.  

We may enter into gold forward contracts to hedge the gold price risk for part of our gold purchases. 

Taxes  

Singapore   

We have been granted exemptions under the major exporter scheme, which is designed to improve cash 
flow of major exporters who have significant imports. Goods and services tax will be suspended at the point of 
importation. Commencing April 1, 2009, the Inland Revenue Authority of Singapore has integrated the import 
relief feature available under the major exporter scheme into the Approved Contract Manufacturer and Trader, 
or ACMT scheme. USG and UHQ have been awarded the ACMT scheme which is valid for five years and three 
years beginning March 11, 2015 and May 1, 2015, respectively, and is subject to renewal and satisfying 
prescribed conditions. We have applied to the Inland Revenue Authority of Singapore for renewal of the ACMT 
scheme for USG and in the interim, the ACMT scheme continues to apply to USG.  

Our subsidiaries, UHQ, and UMS, have been awarded the Development and Expansion Incentive under 
the International Headquarters Award Scheme by the Singapore Economic Development Board or the EDB. 
Under this scheme, UHQ and UMS enjoy a concessionary tax rate of 5% on the taxable income derived from 
qualifying activities for the initial period commencing from May 1, 2015 and June 2, 2014, for UHQ and UMS, 
respectively, subject to satisfying conditions prescribed in the Letter of Award from the EDB. If the conditions 
are not met, UHQ and UMS will be subject to the prevailing corporate tax rate at 17%.  UHQ and UMS are 
currently in discussions with the EDB to amend certain terms and conditions of the Letter of Award in order to 
retain the current tax incentive at 5%. 
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Thailand 

The general corporate income tax rate applicable to companies in Thailand is 20.0% for the accounting 
periods beginning on or after January 1, 2013. 

In Thailand, UTL has been granted Investment Promotion Scheme incentive under the Board of 
Investment of Thailand, or BOI, and Bonded Warehouses scheme under the Customs Act. The Investment 
Promotion Scheme includes an exemption from payment of (i) import duty on machinery approved by the BOI; 
(ii) income tax for operations including integrated circuits testing and wafer testing for period of five to eight 
years from the date when the income is first derived with no limit of amount stated in the scheme; and (iii) 
import duty on essential indirect materials used in the manufacturing of export products for a period of one year 
from the date when the import is first derived. As a BOI promoted company, UTL must comply with the 
conditions and restrictions set out in the investment promotion certificates issued by the BOI. If these conditions 
are not met, UTL will be subject to the prevailing corporate tax rate of 20%. 

Materials stored in bonded warehouses are used in the process of producing, mixing or assembling 
before export out of the country. Under the Bonded Warehouses scheme, UTL are exempted from the payment 
of import taxes and duties (i) of the raw or essential direct materials imported, and (ii) from 2015 onward import 
of indirect material. However, materials must be exported within a two-year period after the importation, 
otherwise those materials shall be subject to taxes and duties. Similarly, the imported materials shall be subject 
to taxes and duties if they are removed from the bonded warehouse for domestic consumption.  

For the years ended December 31, 2015, 2016 and 2017, 38.0%, 37.1% and 40.7%, respectively, of 
UTL’s taxable income was eligible for such tax exemptions. UTL’s taxable income that was ineligible for such 
tax exemptions was subject to the general corporate income tax rate of 20.0% in 2015, 2016 and 2017.  

Taiwan 

The general corporate tax rate applicable to us in Taiwan is 17.0%, effective from January 1, 2010. 
However, our Taiwan subsidiary, UTC, is entitled to certain tax benefits under the Statute for Industrial 
Innovation on research and development expenses. The Statute for Industrial Innovation revised research and 
development tax incentives and allows UTC to elect one of the following methods to claim a credit of its 
research and development expenditures to offset up to 30% of its income tax in the current year:  

(1) Credit of 15% of qualifying of its research and development expenditures against income tax payable in the 
current year; or  

 

(2) Credit of 10% of qualifying of its research and development expenditures against income tax payable within 
a period of 3 years starting from the current year.  

The tax credits cannot be carried forward and any unused tax credits will be forfeited. This tax 
incentive is available for the 10-year period from January 1, 2010 until December 31, 2019. 

Since the Income Basic Tax Act was amended in 2012, most tax incentives UTC enjoys have been 
reduced to the extent of the alternative minimum income tax, which is 12.0% of the amount otherwise exempted 
from business income tax. In determining the income tax payable by a profit-seeking enterprise under Taiwan 
law, the regular income tax, that is, the traditional income tax payable under the Income Tax Act (after 
subtraction of investment tax credits), is compared to the Basic Tax calculated under the new law. The Basic 
Tax is calculated by deducting NT$0.5 million from the Basic Income (which is taxable income plus tax-exempt 
income), and multiplying the difference by a tax rate of 12.0%, which is adjustable to 15.0% depending on 
economic conditions. 

For the years ended December 31, 2015, 2016 and 2017, UTC was subject to an additional 10.0% tax 
on undistributable earnings. Under the Basic Income Tax Act, we may defer the benefit from applicable 
investment tax credits for UTC.  
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China 

China’s Enterprise Income Tax Law, or the EIT Law, and the Implementation Rules to the PRC EIT 
Law, or the Implementation Rules, which both became effective on January 1, 2008, imposes a unified income 
tax rate of 25.0% on all domestic enterprises, including foreign-invested enterprises unless they qualify for 
certain exceptions, and terminates most of the tax exemptions, reductions and preferential treatments available 
under previous tax laws and regulations. Under the EIT Law, enterprises that were established before March 16, 
2007 and already enjoyed preferential tax treatments will continue to enjoy them (i) in the case of preferential 
tax rates, for a period of five years from January 1, 2008; during the five-year period, the tax rate will gradually 
increase from 15% to 25%, or (ii) in the case of preferential tax exemption or reduction for a specified term, 
until the expiration of such term.  

Under the PRC tax laws effective prior to January 1, 2008, dividends paid to foreign investors by 
foreign-invested enterprises were exempt from PRC withholding tax. Pursuant to the EIT Law and the 
Implementation Rules, dividends generated after January 1, 2008 and payable by a foreign-invested enterprise in 
China to its foreign enterprise investors are subject to a 10% withholding tax, unless any such foreign investor’s 
jurisdiction of incorporation has a tax treaty with China that provides for a different withholding arrangement. 

Quantitative and Qualitative Disclosures about Market Risk  

Market risk is the risk of loss related to adverse changes in market prices, including interest rates and 
foreign exchange rates, of financial instruments. We are exposed to various financial market risks in our 
ordinary course business transactions, primarily from interest rate movements on non-current variable rate 
borrowings and exchange rate movements. 

Foreign Exchange Risks 

The majority of our costs are denominated in U.S. dollars. However, we are exposed to currency risk 
which arises primarily due to our localized operating costs and certain trade payables which are denominated in 
foreign currencies such as Singapore dollars, New Taiwan dollars, Thai Baht, Japanese Yen and Chinese 
Renminbi. Because our receivables are denominated in U.S. dollars, changes in the exchange rates of these 
currencies or any other applicable currencies to the U.S. dollar will affect our cost of goods sold and operating 
margins and could result in exchange losses. We cannot fully predict the impact of future exchange rate 
fluctuations on our profitability. See “— Derivative Financial Instruments” for details of our hedging policies. 

Based on our overall currency rate exposures as of December 31, 2017, including the derivative 
financial instruments intended to hedge non-functional currency-denominated cash flows, a near-term 3% 
appreciation or depreciation of the U.S. dollar against any of the Singapore dollar, New Taiwan dollar, Thai 
Baht, Japanese Yen and Chinese Renminbi would not be expected to have a material effect on our financial 
position, results of operations and cash flows over the next financial year. 

Cash Flow and Fair Value Interest Rate Risk 

Cash flow interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate 
because of changes in market interest rates. Fair value interest rate risk is the risk that the fair value of a 
financial instrument will fluctuate due to changes in market interest rates. As we do not have significant interest-
bearing assets, our income is substantially independent of changes in market interest rates. 

Commodity Price 

We purchase certain materials in the normal course of business, which are affected by commodity 
prices. Therefore, we are exposed to some price volatility related to various market conditions outside our 
control. However, we manage such volatility by utilizing certain techniques including setting in advance the 
price for products to be delivered in the future. Except for gold forward contracts, we do not generally make use 
of financial instruments to hedge commodity prices, partly because of the contract pricing utilized.  

See also “— Factors Affecting Our Results of Operations —Material and Component Costs” for further 
details on our gold forward contracts and “— Derivative Financial Instruments” for details of our hedging 
policies. We did not have any outstanding gold forward contracts as of December 31, 2017.  
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Limitations 

Fair value estimates are made at a specific point in time and are based on relevant market information 
about the financial instrument. These estimates are subjective in nature and involve uncertainties and matters of 
significant judgment and therefore cannot be determined with precision. Changes in assumptions could 
significantly affect the estimates. 

Exchange Controls  

The ability of our subsidiaries to pay dividends or remit funds to us may be restricted by regulatory 
requirements (in particular, the restrictions in Thailand on Thai companies extending loans to non-Thai 
companies) and foreign exchange control policies in certain countries in which we operate. We seek to find the 
most efficient manner of remitting funds from our subsidiaries while taking into account, among other factors, 
regulatory approvals, tax payments and timeframe. We rely on banks in the countries that we operate to 
administer the submission of required documents and repatriate funds offshore to designated entities, which is 
dependent on obtaining necessary regulatory approvals and minimizing transaction costs. In Thailand, we are 
required to apply for a foreign business license from the Thai regulatory authority, the Board of Investment of 
Thailand, in order to allow our Thai subsidiaries to extend intercompany loans to our other non-Thai 
subsidiaries. There is no assurance that we would be able to obtain such regulatory approval for any intended 
loans. Any failure to obtain such approval would restrict our Thai subsidiaries from extending funds to our other 
subsidiaries for their cash flow requirements. Details of the key foreign exchange control restrictions in the 
jurisdictions where we operate are summarized below. 

Singapore 

As of the date of this annual report, no exchange control restrictions are in effect in Singapore.   

Thailand  

In Thailand, companies must comply with exchange control legislation relating to the repayment of 
loans or advances granted by foreign companies including repatriation of funds resulting from the enforcement 
of guarantees, pledges and mortgages. Transfers of funds in the form of cash dividends, loans or advances and 
debt payments resulting from enforcement of guarantees, pledges and mortgages by companies in Thailand are 
also subject to exchange control legislation and any cash dividends paid by a company must comply with 
income tax withholding rules stipulated by the Thai Revenue Code. 

Thai foreign exchange controls are administered by the Bank of Thailand, or the BOT, on behalf of the 
Ministry of Finance, pursuant to the Exchange Control Act B.E. 2485 (1942), as amended. The BOT has granted 
commercial banks and certain other entities the authority to conduct foreign exchange transactions as its 
authorized agents. In 1998, the BOT restricted certain foreign-exchange-related transactions by domestic 
financial institutions with non-residents of Thailand to prevent speculation in the domestic currency market and 
maintain stability. These measures, among other things: (i) limit the value of foreign exchange transactions 
underlying trade or investment activities in Thailand to the actual value of the underlying trade or investment 
activity or 600 million Thai Baht or 10 million Thai Baht for various transactions without underlying trade or 
investment activities; and (ii) regulate direct loans granted to non-residents. Exceptions to these exchange 
controls may be granted from time to time at the BOT’s discretion.  

The inward remittance of money into Thailand for investment in securities does not require registration 
with the Thai exchange control authorities. The BOT issued the Notification of the Competent Officer on Rules 
and Practices Regarding Currency Exchange No. 15, as most recently amended in June 2013, or Notification 15, 
modifies the criteria for depositing foreign currency into foreign currency accounts. Notification 15 requires that 
any person (with certain exclusions) bringing foreign currency into Thailand to (i) sell the foreign currency to an 
authorized agent or (ii) deposit the foreign currency into a foreign currency account opened with a commercial 
bank in Thailand, within one year if the amount sold or deposited is at least of $50,000 or its equivalent. 
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The outward remittance from Thailand of dividends or sale proceeds (including a capital gains) from 
the transfer of shares after payment of the applicable Thai taxes, if any, may be made without restriction if the 
amount is less than $50,000 or the equivalent amount in relevant currency per remittance. Because the BOT has 
a policy not to allow any person to bring the Baht currency out of Thailand, dividends paid to a non-resident 
must be converted into foreign currency prior to outward remittance. If the amount is equal to or more than 
$50,000 or its equivalent in the relevant currency, a specified form must be submitted to an authorized agent of 
the BOT, together with documents or evidence related to the particular transaction (such as evidence of the 
disposal of shares). 

The export of share certificates or other securities certificates from Thailand does not require prior 
approval by the BOT. The exporter may either dispatch the certificates by mail or carry them when travelling 
abroad. 

On February 29, 2008, the BOT issued the Notification of the Competent Officer on Rules and 
Practices Regarding Currency Exchange No. 17, or Notification 17, which established the criteria for 
withdrawing and depositing Baht into (i) non-resident Baht accounts for securities (such as for investing in 
equity instruments, debt instruments and mutual fund units), or NRBSs, and (ii) non-resident Baht accounts for 
other purposes, including an investment in at least 10.0% or more of the total share capital of companies in 
Thailand. 

Notification 17 provides that an NRBS may only be opened as a current or savings account and no 
interest may be paid on these accounts unless the account owner is a central bank of a foreign country, unless 
prior BOT approval is obtained, on a case-by-case basis. Deposits in an NRBS must be from one of the 
permitted sources as follows: 

(a) conversion of a foreign currency remitted into Thailand or withdrawal from a non-resident’s 
foreign currency account; 

(b) transfer from another NRBS; 

(c) repatriation of investments in securities or other financial instruments, returns of sale proceeds 
or dividends, and payments relating to such investments, including payments under derivative 
contracts traded on Thailand Futures Exchange or the Agricultural Futures Exchange of 
Thailand; or 

(d) Baht loans from a domestic bank which has a foreign exchange license, or Resident Bank. 

Withdrawals from an NRBS must be made for the following purposes: 

(a) investments in securities or other type of financial instrument and payments related to such 
investments; 

(b) transfers to another NRBS; 

(c) payments related to a derivatives transaction; 

(d) repayment of a loan to a Resident Bank; or 

(e) purchase of foreign currency from a Resident Bank. 

Due to the above restrictions, once Baht funds are deposited into an NRBS, the non-resident 
accountholder may not change the purpose of the deposit by transferring the Baht funds into a different type of 
account, unless BOT approval is obtained, on a case-by-case basis. 
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Further to Notification 17, the BOT also issued the Rules and Practices on the Measures to Prevent 
Thai Baht Speculation in February 2008 to establish rules and practices for domestic financial institutions 
undertaking transactions involving Baht with non-residents. Among the measures, a non-resident wishing to 
open an NRBS may only open a current or savings account, and the financial institution must monitor the 
outstanding balances of all NRBSs daily to ensure that the outstanding balances in such accounts do not exceed 
300 million Thai Baht per non-resident. The balances of all NRBSs opened by a single non-resident with the 
financial institution in Thailand are combined for purposes of this accounting, unless an exception is granted by 
the BOT on a case-by-case basis. 

Taiwan 

In relation to Taiwan, a foreign investor making investment in a non-public company (such as UTC) is 
required to seek approval from the Investment Commission, Ministry of Economic Affairs of Taiwan for 
settlement in foreign exchange of the dividends or profits it receives from such company. Also, in the event that 
the said company reduces its capital for the purpose of returning capital to investors, approval from the 
Investment Commission is also required. In addition, a company is prohibited from paying dividends or bonuses 
unless all taxes have been paid, and its losses accumulated from previous years have been made up for and a 
legal reserve of 10.0% of its earnings has been set aside. If there are no profits earned, a company may not pay 
dividends or bonuses, except where its accumulated legal reserve exceeds 25.0% of its paid-in capital and, 
where it incurs no loss, the company may only pay dividends or bonuses out of the amount in excess of 25.0% 
of its paid-in capital. After having paid all taxes, when distributing its profits, a company must first set aside 
10.0% of its profits as a legal reserve, unless such legal reserve amounts to the total authorized capital. 

The Foreign Exchange Control Act of Taiwan and regulations issued thereunder provide that all foreign 
exchange transactions must be executed by banks designated by the Financial Supervisory Commission of the 
R.O.C. (Taiwan) and by the Central Bank of the Republic of China (Taiwan). Current regulations encourage 
trade-related foreign exchange transactions by permitting exporters of foreign merchandise to retain and freely 
use foreign exchange earned from exports. All foreign currency needed for the import of merchandise and 
services may be purchased freely from designated foreign exchange banks.  

Apart from trade-related foreign exchange transactions, Taiwan companies may, without foreign 
exchange approval, remit to and from Taiwan foreign currency of up to $50 million (or its equivalent) in each 
calendar year. The above limit applies to remittance involving a conversion of New Taiwan dollars to a foreign 
currency and vice versa. 

China 

In China, payments under certain current account items, including profit distributions, interest 
payments and expenditures from trade-related transactions, may be made without the prior approval of the State 
Administration of Foreign Exchange by complying with certain procedural requirements. However, for most 
capital account items, approval from appropriate government authorities is required where Renminbi is to be 
converted into foreign currency and remitted out of China to pay capital expenses, such as the repayment of 
bank loans denominated in foreign currency. 

The distribution of dividends by wholly foreign-owned enterprises is regulated under the Company 
Law, the Wholly Foreign-Owned Enterprise Law and the Wholly Foreign-Owned Enterprise Law 
Implementation Regulations. Under these laws and regulations, wholly foreign-owned enterprises may only 
make dividend payments out of accumulated profits, if any, as determined using Chinese accounting standards 
and regulations. In addition, a wholly foreign-owned enterprise in China is required to leave at least 10% of its 
after-tax profits in its general reserves unless total cumulative reserves exceed 50% of registered capital. The 
board of directors of a wholly foreign-owned enterprise has the discretion to allocate a portion of after tax 
profits to an employee welfare and bonus fund. These reserve funds, however, may not be distributed as cash 
dividends. 

Hong Kong 

As of the date of this annual report, no exchange control restrictions are in effect in Hong Kong. Under 
Hong Kong law, no dividends can be paid to shareholders except out of profits.  
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Recent Accounting Pronouncements under SFRS  

Set forth below are the new mandatory accounting standards and amendments and interpretations to 
existing accounting standards that are relevant for our accounting periods beginning on or after January 1, 2018 
or later periods and which we have not adopted early. Please refer to Note 36 to our audited consolidated 
financial statements for year ended December 31, 2017 included in this annual report for more information. 

FRS 115 – Revenue from contracts with customers (effective for annual periods beginning on or after 
January 1, 2018) 

This is the converged standard on revenue recognition. It replaces Financial Reporting Standard, or 
FRS, 11 – Construction contracts, FRS 18 – Revenue, and related interpretations. We are currently finalizing the 
transition adjustments and evaluating the tax implications arising from the changes in timing and profile of 
revenue recognition. We plan to adopt the new standard using the modified retrospective approach which means 
that the cumulative impact of the adoption will be recognized in the opening retained profits at January 1, 2018 
and comparative information for 2017 will not be restated. We have assessed the impact of the new revenue 
standard to be immaterial to the financial statements. 

FRS 109 – Financial instruments (effective for annual periods beginning on or after January 1, 2018) 

The complete version of FRS 109 replaces most of the guidance in FRS 39 – Financial Instruments: 
Recognition and Measurement. We are currently finalising the policies and procedures to determine how to 
estimate expected credit losses and the sources of forward-looking data and evaluating the tax implications 
arising from the above change in impairment model. 

 
FRS 116 – Leases (effective for annual periods beginning on or after January 1, 2019) 

FRS 116 will result in almost all leases being recognized on the balance sheet, as the distinction 
between operating and finance leases is removed. We have not assessed FRS 116’s full impact on the financial 
statements. 
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BUSINESS 

Overview 

We are a leading independent provider of semiconductor assembly and test services for a broad range 
of integrated circuits with diversified uses, including in communications devices (such as smartphones, 
Bluetooth and WiFi), consumer devices, computing devices, automotive applications and industrial and medical 
applications. We provide assembly and test services primarily for five key semiconductor product categories, 
namely, analog, mixed-signal and logic, memory, others and liquidated damages. 

Our customers are primarily fabless companies, integrated device manufacturers and wafer foundries. 
Our expertise in assembly and test services accumulated through years of engineering experience has allowed us 
to develop long-standing and well-established relationships with our customers, many of whom are leaders in 
their respective product categories.  

We are headquartered in Singapore, with production facilities located in Singapore, Thailand, Taiwan, 
China, Malaysia and Indonesia. 

In 2017, our sales were flat at $874.4 million compared to sales of $875.4 million in 2016. In 2017, 
68.9% of our sales were from assembly services, 29.1% of our sales were from test services and 2.0% of our 
sales were from other services. Our analog, mixed-signal and logic, memory, others and liquidated damages 
categories accounted for 44.2%, 37.1%, 8.7%, 8.0% and 2.0% of our sales, respectively. Our adjusted EBITDA 
was $228.6 million in 2017, a decrease of 1.3% compared to adjusted EBITDA of $231.5 million in 2016. 

Our Strengths 

We believe that the following competitive strengths differentiate us in the outsourced semiconductor 
assembly and test industry and contribute to our success in growing our sales, customer base, market share and 
profitability: 

Advanced test capabilities enable full turnkey solutions 

We are a leading provider of advanced semiconductor test capabilities. We focus on test services as 
they drive higher profitability than assembly services and assist us in securing customers for full turnkey 
services (where we provide both assembly and test services).  

Test services are characterized by a high degree of engineering complexity and customization. Test 
services, especially test program and development, require extensive collaboration with customers. In many 
instances, customers grant us early and continued access to their proprietary testing technology that is needed to 
develop optimal and tailored test solutions for them. As a result, test services have stringent customer 
qualification processes which require significant resource commitments to complete. Deep process knowhow 
and experience is therefore important in order to maintain high utilization of testing platforms, and critical to 
preserve profitability. We believe that these factors result in high barriers to entry for new entrants to the test 
segment.  

Our significant process knowhow accumulated over 20 years of engineering experience in the 
provision of test services has enabled us to secure and retain many of our key customers and we believe this 
knowhow positions us well to further grow our market share in the outsourced test services segment as well as 
to continue to grow our turnkey services.  
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Leadership in analog and mixed-signal semiconductors 

We believe we are a leader in service and technology with respect to assembly and test services in 
analog, and mixed-signal and logic products, and this leadership differentiates us from our competitors and 
provides us with a platform for continued growth.  

Analog. We are one of the world’s leading outsourced semiconductor assembly and test providers in 
the analog product category. Our expertise is deep and broad. In particular, our Thailand plant, which focuses on 
the analog product category, has one of the largest outsourced semiconductor assembly and test operations in the 
country and was established over 40 years ago, and is able to profitably service high mix and low volume 
requirements of our analog customers.  

We have strong expertise in applications utilizing quad flat no-lead, or QFN, packages, a type of 
packaging used more frequently for analog integrated circuits. QFN packages comprise more than a quarter of 
our total sales. We believe that growth in the integrated circuit analog market is expected to be primarily driven 
by proliferation of the Internet of Things or connected devices, which includes a wide variety of consumer 
devices, automotive applications, medical devices, smartphones and others. Additionally, QFN packages are 
particularly well suited for smartphones and tablets given their thinner form factors. Our broad portfolio of 
analog packaging technologies and extensive manufacturing know how positions us well to capitalize on 
anticipated growth in analog integrated circuits. 

Mixed-Signal and Logic. We provide services to some of the leading companies in the mixed-signal 
and logic product category such as Broadcom, Panasonic, Taiwan Semiconductor Manufacturing Company, 
Dialog, STMicroelectronics and Analog Devices, Inc. We leverage on our deep expertise in analog integrated 
circuits, which typically require greater engineering and technical expertise compared to standard digital 
integrated circuits, to service our key mixed-signal customers. We also offer assembly and test solutions for a 
wide range of logic integrated circuits. In particular, we believe we are a leader in the provision of assembly and 
test solutions for mixed-signal integrated circuits with unique power management requirements and lead-frame 
based QFN packages with integrated flip chip die. 

Long-standing and well-established partnerships with leading industry players 

We believe that our strength in assembly and test capabilities has enabled us to develop long-standing 
and symbiotic relationships with the majority of our customers, many of whom are leaders in their respective 
product categories in the semiconductor market. Our key customers include Panasonic, Texas Instruments, 
Broadcom, STMicroelectronics, Maxim Integrated, Microchip Technology, On Semiconductor, Taiwan 
Semiconductor Manufacturing Company, Power Integrations and Formosa Advanced Technologies.  

The average age of our relationships with our top ten customers by sales, is currently over ten years. 
We believe the depth of our relationships allows us to grow market share with our existing customers, which in 
turn results in customer loyalty and retention. 

Streamlined cost structure and investment discipline for capital expenditure  

We have a broad and geographically diversified operational footprint, strategically located across 
Singapore, Thailand, Taiwan, China, Malaysia and Indonesia. This enables us to provide our products and 
services at a competitive cost to our customers. In addition, we continuously seek operational efficiencies in our 
cost structure and are focused on increasing the volume of products we service to improve our utilization rates 
with a view to maintaining our margins even in periods of declining revenues. We have a highly disciplined and 
conservative capital expenditure policy. We plan our capital expenditure based on expected sales and seek to 
invest only when we believe there are opportunities to generate certain expected returns on investment. We 
believe these factors position us well to achieve strong financial performance.  

  



 

31 
 

 
ASIA-DOCS\10284997.9 

Proven track record in strategic acquisitions and integration 

We have in the past successfully executed and integrated several strategic acquisitions. Each 
acquisition has brought us unique strengths, capabilities, intellectual property portfolios and expanded our 
customer base.  

For example, we acquired Panasonic’s Singapore, Malaysia and Indonesia semiconductor facilities on 
June 2, 2014 which equipped us with assembly and test capabilities for devices such as image sensors and power 
packages and added capabilities to our business in the automotive and industrial end-markets.  

Our earlier acquisitions of ASAT Limited in 2010 and NS Electronics Bangkok in 2006 strengthened 
our position and intellectual property portfolio in QFN packages, and we believe we now possess one of the 
strongest QFN intellectual property portfolios in the industry.  

We believe our proven track record in identifying, acquiring and integrating attractive targets will serve 
us well when we consider opportunities for further inorganic growth in our industry which continues to witness 
consolidation.  

Experienced management team 

We have an experienced senior management team, each of whom have over 20 years of experience on 
average in the semiconductor industry gained at companies such as ON Semiconductor, Nvidia, Intel, Amkor 
and STATS ChipPAC.  

x Dr. William John Nelson, our Group President and Chief Executive Officer, joined us in October 
2012 with over 30 years of industry experience. Dr. Nelson was previously the chief operating 
officer of ON Semiconductor. 

x Mr. Shawn L. Kelly, our interim Chief Financial Officer, joined us in January 2015, with more 
than 15 years of industry experience. Mr. Kelly was previously with Intel. 

x Ms. Janice Wong, our general counsel, joined us in July 2015, with years of corporate transactions 
and finance experience with a leading Singapore law firm as well as a top US law firm based in 
Singapore. 

x Mr. Jeffrey R. Osmun, our Senior Vice President of Worldwide Sales, joined us in January 2013, 
with over 25 years of industry experience. Mr. Osmun was previously the executive vice president 
of worldwide sales and marketing for STATS ChipPAC. 

x Mr. Asif R. Chowdhury, our Senior Vice President of Product Line and Marketing, joined us in 
March 2014, with over 20 years of industry experience. Mr. Chowdhury was previously with 
Amkor. 

x Ms. Regina Liew, our Chief Procurement Officer and Senior Vice President of Worldwide 
Customer Service and Demand Management, joined us in January 2009, with over 18 years of 
industry experience. Ms. Regina was previously with STATS ChipPAC. 

x Dr. Frank R. Myers, our Senior Vice President of Operations, joined us in March 2013, with over 
25 years of experience in the semiconductor and bioscience industries. Mr. Myers was previously 
with ON Semiconductor. 
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Our Strategy  
 

Continue to strengthen relationships and further grow our share of business with existing customers  
 
Our management team has been highly focused on and has been successful in strengthening our 

existing relationships and increasing our share of wallet with our key customers.  
 
We intend to maintain and further improve our strategic relationships with these key customers by 

continuing to offer high-quality customer services on competitive terms with a strong focus on increasing the 
volume of products we service which will lead to an improvement in the utilization of our existing facilities. We 
believe we are well positioned to leverage on our core areas of expertise in analog and advanced assembly and 
test, as well as turnkey solutions to benefit from incremental business opportunities and grow our business with 
our key existing customers. Our decision to invest into these new areas of growth particularly in mixed-signal 
and logic testing and our analog capability will be underpinned by our continued disciplined approach towards 
investment returns and shareholder value.  
 
Seek new customer relationships within high growth end-markets  

We intend to leverage on our expertise and long track record in assembly, test and turnkey solutions to 
complement our growth with existing customers by developing new, mutually dependent strategic relationships 
with global semiconductor players that are currently not our customers.  

We intend to target global semiconductor players that focus on the fast-growing Internet of Things 
market, which includes wearable devices, security, automotive and mobile communications products. We 
believe we are a leader in the analog space and in particular in the fast growing QFN packaging segment and 
that this leadership positions us well to capitalize on the demand for new analog integrated circuits across end-
markets, which is expected to be driven by the growth in the Internet of Things.  

We also intend to continue to invest in wafer level chip scale packages that are used in portable 
electronic devices such as smartphones, tablets, wearable health or fitness trackers, and other Internet 
connectivity devices. Another area of focus for us is micro-electronic machine, or MEMS, devices. Only a small 
proportion of our sales are currently derived from MEMS devices, but we intend to leverage our strength in 
QFN packages and leadership in test to increase our market share in MEMS devices, with both our existing and 
new customers. 

Capitalize on opportunities to grow through selective acquisitions  

We believe that market conditions favor consolidation in the outsourced semiconductor assembly and 
test industry as well as an increase in outsourcing. We have a strong track record of successfully executing and 
integrating our acquisitions and we intend to continue to pursue selective acquisition opportunities. Among the 
factors we consider when screening possible acquisition targets or alliances are access to customers, technology 
and/or capacity at a lower cost than we are able to achieve on our own.  

Maintain discipline on capital expenditure and prudent cost management 

We intend to continue to exercise capital discipline and make prudent investments in new equipment. 
We have centralized our capital expenditure program and asset management process across all our plants with a 
view to ensuring that our capital and assets are efficiently deployed and utilized. Our policy is that incremental 
capital expenditure must meet stringent pre-specified financial criteria such as expected payback period and 
profitability thresholds before being approved. We intend to continue to focus on test services and further build 
on our leadership position. 

In addition, we are committed to enhancing our margins and profitability and have strategically 
realigned our operations to this effect. We plan to continue our cost reduction programs to drive increased cost 
savings and maintain our cost discipline. At the same time, we also focus on increasing the volume of products 
we service to increase utilization of our existing facilities, which will likely have a direct impact on profitability. 
We have also introduced certain programs and measures to standardize and improve equipment performance, 
corporate infrastructure and shared services. 
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Consistent cash flow generation by focusing on cost reduction and capital discipline 

We intend to continue to put strong emphasis on generating robust cash flow by exercising capital 
discipline and making prudent capital investments. For example, our testing engineers have developed backfill 
techniques to adapt older testers for use in current applications, thereby extending their useful lives. We intend 
to continue to leverage our engineering know-how to improve the productivity of our testers and minimize 
capital expenditures. We work closely with our customers to align our investments in new testers with their 
product roadmaps. 

Our History and Development 

We started operations in 1997 as United Test Center Singapore Pte. Ltd. in Singapore, and in 1999, we 
acquired the memory semiconductor test assets and operations and the associated employees of Fujitsu 
Microelectronics Asia Pte. Ltd., a Singapore subsidiary of a leading Japanese integrated device manufacturer. 
We began offering memory test services in late 1998 and shortly thereafter extended our services to include 
turnkey assembly and test of DRAM.  

In May 2000, we changed our name to “United Test and Assembly Center Ltd,” and converted to a 
public limited company.  

In 2003, we established our operations in Shanghai, China through the incorporation of our subsidiary, 
USC. 

In February 2004, USG completed its initial public offering in Singapore. 

In March 2005, USG acquired UltraTera Corporation (now known as UTC), a company in Taiwan. 
UTC’s test business, being mostly focused on memory devices, increased our customer reach in Asia, 
particularly customers in Taiwan. 

In June 2006, USG acquired NS Electronics Bangkok (now known as UTL), a company in Thailand, 
which added a strong analog assembly business and diversified our service offerings.  

In October 2007, we were privatized when Global A&T Electronics, an entity controlled by our 
principal shareholders, Affinity Equity Partners and TPG Capital, acquired all of the issued shares of USG and 
its subsidiaries. 

In February 2010, we acquired ASAT Limited (now known as UHK), and its subsidiary, ASAT 
Semiconductor (Dongguan) Limited (now known as UDG), with its semiconductor assembly and test operations 
in Dongguan, China, from ASAT Holdings Limited for a cash consideration of $44.3 million. This acquisition 
together with our earlier acquisition of NS Electronics Bangkok strengthened our position and intellectual 
property portfolio. 

In 2013, we sold one of our facilities and certain equipment in Singapore and discontinued our 
operations in Chengdu, as part of our cost reduction exercise. 

In 2014, we acquired Panasonic’s Singapore, Indonesia and Malaysia semiconductor facilities which 
equipped us with assembly and test capabilities for devices such as image sensors and power packages and 
added capabilities to our business in the automotive and industrial end-markets. 

In 2017, we announced the closure of our loss-making Shanghai factory to reduce cost and focus our 
resources on growth areas.  

For further details about the Chapter 11 Plan, see “Material Recent Development since December 31, 
31, 2017.” 
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Our Products and Services 

Our Products Categories and Services 

We provide assembly and test services for a variety of integrated circuits. Integrated circuits form the 
core building blocks of electronic systems such as consumer electronics, wireless and wireline communications, 
computers, automotive electronics, industrial equipment and medical electronics. Integrated circuits perform a 
variety of functions such as managing power for electric devices, converting radio signals into electronic signals 
as well as storing and processing data. 

The production of integrated circuits is a complex process that requires sophisticated engineering and 
manufacturing expertise. The process can be broadly divided into three primary stages: integrated circuit design, 
wafer fabrication, and assembly and test. Assembly and test involves wafer probe, assembly and final test which 
are either done in-house by the semiconductor companies or are outsourced to assembly and test service 
providers that have developed high levels of assembly and test expertise over the years.  

We are one of the leading outsourced assembly and test service providers. We provide two services: 
assembly and test. Our customers outsource their assembly and test processes to us to improve their time-to-
market, streamline their operations and reduce costs. We also integrate our service offerings to provide full 
turnkey solutions including wafer probe, wafer processing, assembly, testing and the direct shipment of 
semiconductors to users designated by our customers. 

Our Product Categories 

We provide assembly and test services for five product categories, namely, analog, mixed-signal and 
logic, memory, others and liquidated damages.  

Analog. Analog products are used in nearly all electronic devices. The output signal level of an analog 
integrated circuit is dependent on the extent of the power supply to the circuit and as such, analog integrated 
circuits can connect to and manipulate varying electrical signals. Analog integrated circuits are commonly used 
as audio-frequency and radio-frequency amplifiers.  

Mixed-signal and Logic. Mixed-signal integrated circuits are chips that contain both digital and analog 
circuits on the same chip. Mixed-signal integrated circuits are often used to convert analog signals to digital 
signals so that digital devices can process them. For example, mixed-signal integrated circuits are essential 
components for frequency modulation tuners in digital products such as media players, which have digital 
amplifiers.  

Logic integrated circuits operate at only a few defined levels or states, rather than over a continuous 
range of signal amplitudes. These devices are used in computers, computer networks, modems, and frequency 
counters.  

Memory. Memory integrated circuits are used to store data and are used in most products that need to 
store information. We are focused equally on NAND flash and dynamic random access memory, or DRAM 
markets. NAND flash is primarily used in memory cards, USB flash drives, and solid-state drives for general 
storage and transfer of data. DRAM is the most common form of random access memory found in personal 
computers and workstations, as well as in mobile applications like smartphones and tablets. 

Others. Others include revenue from optoelectronic and other discrete devices. Optoelectronic devices 
are the second largest semiconductor segment beyond integrated circuits. Optoelectronic devices perform 
functions using light waves and particles called photons. We focus on CCD and CMOS image sensor devices, 
and laser based optical transmit or coupling devices. Discrete devices are the highest unit volume segment of the 
semiconductor market. Discrete devices include diodes, rectifiers (also called power diodes, transistors 
including for signal switching and power applications) and thyristors. Power transistors are the largest segment 
of the discrete device market and includes MOSFETs which we integrate as a multi-chip package with analog 
integrated circuits for power management and voltage regulation applications. Most of the top discrete devices 
suppliers are also top suppliers of analog devices enabling us to serve a broader range of key customer’s service 
requirements. 
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Major Customers 

We provide assembly and test services to a growing number of customers worldwide consisting 
primarily of fabless companies, integrated device manufacturers and wafer foundries. In 2017, we derived 
approximately 59.7% of our sales from integrated device manufacturers, 28.7% of our sales from fabless 
companies, and 11.6% of our sales from wafer foundries and others, respectively. 

In 2017, our top ten customers by revenue were Panasonic, Texas Instruments, Broadcom, 
STMicroelectronics, Maxim Integrated, Microchip Technology, On Semiconductor, Taiwan Semiconductor 
Manufacturing Company, Power Integrations and Formosa Advanced Technologies. 

The table below shows for the periods indicated, the aggregate percentage of sales attributable to our 
top three, five and ten customers:  

 Year ended December 31, 
 2015 2016 2017 

Top three customers by sales as percentage of sales ........................  41.5% 39.2% 39.2% 
Top five customers by sales as percentage of sales ..........................  52.1% 49.0% 50.0% 
Top ten customers by sales as percentage of sales ...........................  67.9% 66.3% 68.3% 
 

Our customers are geographically diverse. We account for geographical distribution of our sales based 
on the countries in which our customers are headquartered. The variations in geographical distribution of sales 
can be primarily explained by the regions where clusters of semiconductor companies (including our customers) 
are situated.  

Assembly and test service customers generally require that our facilities undergo a stringent 
qualification process prior to volume production or commencement of test services during which the customer 
evaluates our operations and production processes. The qualification process can take up to nine months or 
more. For test qualification, after we have been qualified by a customer and before the customer delivers wafers 
to us for testing in volume, a process known as “correlation” is undertaken. During the correlation process, the 
customer provides us with test criteria, information regarding process flow and sample semiconductors to be 
tested and either provides us with the test program or requests that we develop a new test conversion program. 
In some cases, the customer also provides us with a data log of results of any testing of the semiconductor that 
the customer may have conducted previously.  

Suppliers  

Materials and Components Suppliers 

As our test operations generally do not require materials or components, substantially all of our 
material and component costs are incurred by our assembly operations. The principal materials used in our 
assembly business include gold and copper, and the components used in our assembly business include 
substrates, lead-frames, molding compound and epoxy. While we have non-binding negotiated agreements with 
certain customers, we generally do not enter into long-term supply commitments and purchase our materials on 
a short-term basis through the issuance of purchase orders at prevailing market prices.  

In each of the years ended December 31, 2015, 2016 and 2017, the following suppliers each 
contributed to more than 5.0% of our total materials and components purchases. 

Supplier 
Type of materials/ 

Component Percentage 

Year Ended December 31, 2015:   
— Tanaka Kikinzoku International K.K. .....................................  Bonding wire 9.0% 

Year Ended December 31, 2016: 

  — Tanaka Kikinzoku International K.K. .....................................  Bonding wire 8.7% 

Year Ended December 31, 2017:   
— Tanaka Kikinzoku International K.K. .....................................  Bonding wire 9.8% 
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Equipment Suppliers 

Our operations and expansion plans depend on us being able to obtain an adequate supply of assembly 
and test equipment on a timely basis. From time to time, we may occasionally have minimum loading 
arrangements with our customers for the testers that we procure at the customers’ request, and such 
arrangements could result in the decrease of our equipment utilization rates. We work closely with our major 
equipment suppliers to ensure that our equipment meets our performance specifications and is delivered on time. 

With the exception of a few key suppliers that provide reserved equipment delivery slots and with 
which we have favorable pricing terms, we have no long term binding supply agreements with any of our 
equipment suppliers. A reserved equipment delivery slot is one which allows us to obtain an accelerated 
delivery of the equipment over and above the delivery schedule previously committed by the supplier. We 
typically acquire assembly and test equipment by issuing purchase orders under negotiated agreements with a 
term of three years, and which contain six month notice of termination provisions. Increased levels of demand 
for the type of equipment required in our business may cause an increase in the price and lengthen delivery 
cycles. Typically, price discounts are offered for volume purchases. We seek to leverage our large volume of 
orders for testers, probers, handlers, wire bonders and other equipment with our equipment suppliers to secure 
favorable terms for our equipment purchases, including pricing and accelerated delivery times. The payment 
terms for our equipment suppliers typically are between 30 days and 180 days.  

Research and Development  

Our research and development teams work closely with our customers to ensure that our assembly and 
test services meet their evolving needs and expectations.  

Our test research and development team is located in Singapore and is focused on developing high 
speed and complex testing capabilities, software and processes to enhance testing accuracy and efficiency. We 
continuously seek to expand and update our knowledge of testers and test handling technologies through 
collaboration with our equipment suppliers and customers. From our test experience and understanding of the 
requirements of advanced semiconductor devices, we endeavor to develop test techniques that enable 
semiconductors to be tested more efficiently and cost effectively for our customers. 

Our research and development strength is in the area of advanced leadless package such as our QFN 
and GQFN packages. We have developed a side lead plated QFN (or wettable flank QFN) solution which is an 
important component in the automotive industry. Our design, simulation and engineering teams actively 
participate in the early stages of the integrated circuit and package design process with our customers to 
determine and fulfill the requirements of their end-products. In particular, our simulation teams support our 
customers for their computer-based thermal, electrical and mechanical simulation for stand-alone semiconductor 
packages. Our simulation teams also simulate the package-level stress situations and predict the reliability and 
performance of semiconductor packages that are mounted on mother boards. In addition, we work closely with 
our equipment and material suppliers to develop advanced processing capabilities and materials for use in our 
assembly processes and also to assist in the assessment of the feasibility of manufacturing certain package 
designs contemplated by our customers.  

Since 2005, we have developed processes for the assembly of several semiconductor package families 
such as WLCSP, wCSPTM, dual row and multi row QFN such as GQFN and side lead plated QFN (or wettable 
flank QFN), stacked-die CSP, LLGA, SiP, various BGA packages including tape BGAs, fcBGAs packages that 
use solder and copper pillar bumps, and flip chip CSP.  

The GQFN package was developed to strengthen our QFN portfolio and provides higher lead count 
with form factor improvement. In addition, this extends our capability to compete with FBGA low lead count in 
terms of cost benefits and/or electrical and thermal performance with thicker trace capability as compared to 
laminate technology. 

We intend to develop capabilities in Path-finding technologies which we believe will position our 
business in an attractive segment of emerging technologies used in various applications. 
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We also pursue research and development opportunities with other members of the semiconductor 
industry. We have collaborated with certain of our fabless, integrated device manufacturers and wafer foundry 
customers to develop package solutions and will continue such partnerships in the future. We are also working 
with IMEC International on a 3D system integration project, which explores the impact of 3D technologies on 
advanced system design and the cost of ownership. We are also involved in developing 3D stacking process of 
3D packages, which is an integrated circuit manufactured by stacking wafers or dies vertically so that they 
function as a single device to achieve performance improvements at reduced power. We have also initiated 
research and development activities with the Institute of Microelectronics, which is a research institute in 
Singapore, on next generation assembly technology, including 2.5D Through-Silicon–Interposers, which is a 
technology developed to optimize electrical, thermal and reliability requirements for mobile applications, such 
as tablets and smart phones.  

Other than the organic growth in our capabilities referred to above, the integration of our acquisitions 
of NS Electronics Bangkok, ASAT Limited, and ASAT Semiconductor (Dongguan) Limited, also brought us 
additional research and development capability in QFN technology.  

In 2014, we acquired Panasonic’s backend facilities in South East Asia, which expanded our image 
sensor product portfolio with the inclusion of laminate based Image sensor development for lower cost, smaller 
package and faster design cycle time to address automotive, industrial and commercial applications 

We expect to continue to invest resources in research and development to maintain our competitiveness 
in advanced assembly technology and test development capabilities. Our research and development expenditure 
for the years ended December 31, 2015, 2016 and 2017, were $11.3 million, $15.0 million and $17.3 million, 
which represented 1.3%, 1.7% and 2.0%, respectively, of our sales in those periods.  

Competition  

The global outsourced semiconductor assembly and test industry is dominated by a few large 
corporations and there are also many small niche players. We face substantial competition from companies with 
substantial manufacturing, financial and other resources that operate facilities primarily in Asia such as Amkor 
Technology Inc., Advanced Semiconductor Engineering Inc., Jiangsu Changdian Technology Company 
Limited, Powertech Technology, Inc. and Siliconware Precision Industries Co., Ltd.  

We believe the primary elements of competition in the independent outsourced semiconductor 
assembly and test industry include technical and engineering competence, quality of service, production yields, 
cycle time, time-to-market, pricing, scope of assembly and test services and simplifying customers’ supply chain 
logistics. 

In addition, we also face competition from the internal assembly and test resources of many of our 
integrated device manufacturer customers. Integrated device manufacturers that use our services continuously 
evaluate our performance against their own in-house assembly and test capabilities, and may choose to scale 
back their outsourcing requirements from time to time. 

Intellectual Property  

Our operational success depends in part on our ability to acquire, develop and protect intellectual 
property, which principally relates to proprietary package design and processes. We seek to identify strategic 
intellectual property for our operations and focus on acquiring or developing such intellectual property that can 
enhance our capability. In particular, our acquisition of ASAT Limited (now known as UHK) in 2010 and NS 
Electronics Bangkok (now known as UTL) in 2006 strengthened our position and intellectual property portfolio 
in QFN packages, and our acquisition of UltraTera Corporation (now known as UTC) equipped us with a 
portfolio of patents in the memory product category.  

As of December 31, 2017, we had 260 patents registered in our names, mainly in the United States, but 
also in China, Singapore, South Korea and Taiwan. As of December 31, 2017, we also had pending applications 
for 65 patents in China, Malaysia, Singapore, Taiwan, Thailand and the United States. Where the patents are 
granted, we may seek to cross-license or share our intellectual property portfolio at a future time if it is 
advantageous for us to do so.  
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We have registered the trademarks UTACTM, the UTAC logoTM, wCSPTM and GQFNTM in Singapore. 
Additionally, as of December 31, 2017, we have 60 trademark registrations in a number of countries globally.  

In the event where we determine that specific processes that we wish to use are protected by existing 
patents of other companies, we may enter into licensing arrangements. In addition, we execute confidentiality 
and non-disclosure agreements with our customers and limit access to, and distribution of, our proprietary 
information. We place high importance on both the technological skills and innovation of our personnel as well 
as our ability to develop and protect proprietary technologies. 

Assembly and Test Facilities  

We operate assembly and test facilities in six different locations in Asia: Singapore, Bangkok in 
Thailand, Hsinchu in Taiwan, Dongguan in China, Malacca in Malaysia and West Java in Indonesia. Our 
facilities provide varying types or levels of services with respect to different end-product focus, customers, 
technologies and geographic locations. Our facilities have a diversified geographic footprint which could 
mitigate our customers’ risk of disruption at affected facilities due to regional events because such customers 
could use similar services that are provided by our other unaffected facilities.  
 
 The following table provides information regarding our facilities as of December 31, 2017.  

Location 

Area(1) 

(square 
meters) Equipment(2) Use of facility Land 

Serangoon, Singapore  ......  37,000 312 Testers  
11 Wire 
bonders 

Assembly packages include 
fcBGA, WLCSP as well as 
drop shipment services. 
Test services, including 
radio-frequency, mixed-
signal and logic test, mixed-
signal and logic test 
development, and wafer 
probe. Security IC 
encryption at wafer level. 

Leasehold land 
which expires in 
2024 with a renewal 
option for another 
30 years. 

Bangkok, Thailand ...........  89,000 481 Testers  
1,602 Wire 
bonders 

Assembly services 
including QFN lead-frame 
packages and surface mount 
device lead-frame packages 
(including SOIC, plastic 
dual in-line packages), QFP 
and power Cu Clip QFN, 
Cavity QFN for non-optical 
sensors (MEMS). Security 
IC package assembly, final 
test and wafer level 
encryption. 

Test services including 
analog, mixed-signal and 
logic and power product 
testing.  

Test development in analog 
and memory, and research 
and development in mixed-
signal and logic test as well 
as drop shipment services. 

Three facilities, of 
which two owned 
by us on freehold 
basis and the lease 
on the third facility 
expires in August 
2019. 
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Location 

Area(1) 

(square 
meters) Equipment(2) Use of facility Land 

Hsinchu, Taiwan  ..............  47,225 151 Testers  
75 Wire 
bonders 

Test services include 
memory and mixed-signal 
and logic, wafer probe, 
turnkey assembly and test 
services for DRAM and 
dual in-line memory 
module, test development 
(memory), final test and 
development.  

Assembly packages 
including window BGA and 
WLCSP as well as drop 
shipment services. 

Held under three 
leases, one of which 
expires in 2024, and 
two of which expire 
in 2034.  

Dongguan, China  .............  66,483 85 Testers  
482 Wire 
bonders 

Assembly and test services 
for laminate packages 
including PBGA, lead-
frame packages including 
QFN and QFP, micro-SD 
cards as well as complex 
SiP (>100 components and 
multi-die) packages for the 
following product 
categories: mixed-signal 
and logic, memory storage, 
analog, logic and radio-
frequency integrated circuits 
as well as drop shipment 
services. 

Held under two 
leases which expire 
in July 2020. 

Ang Mo Kio, Singapore ....  30,756 322 Testers  
193 Wire 
bonders 

Full turnkey assembly and 
test services for CMOS 
Image Sensor package 
assembly and test. CLCC, 
CLGA, QFN and SOIC. 

Leasehold land 
which expires in 
2019, 2039 and 
2040. 

Malacca, Malaysia  ...........  8,450 143 Testers  
111 Wire 
bonders 

Full turnkey assembly and 
test services for discrete and 
SMD packages. 

Leasehold land 
which expires in 
2097. 

West Java, Indonesia ........  19,138 170 Testers  
163 Wire 
bonders 

Full Turnkey package for 
QFN, discretes, SMD 
packages, Smartcard 
Flipchip Inlay assembly, 
smartcard (contact and 
contactless) module 
assembly and eTags. 

Leasehold land 
which expires in 
2025 with a renewal 
option for 20 years. 

  
Notes: 

(1) Area only includes office and manufacturing space. 
(2) As of December 31, 2017, 369 of our testers were leased from our customers. 
 

Except for our facilities in China and Thailand, all of our other facilities described above are pledged to 
our noteholders and the lenders under the facilities extended to us. See “Description of Certain Indebtedness” 
for further details.  
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Utilization 

Equipment utilization rates are calculated based on total units tested or assembled expressed as a 
percentage of the total operating capacity of our equipment adjusted for setup and maintenance time and product 
changeover time. Our equipment utilization rates do not take into account testers that are on consignment or 
equipment which we have written off on the basis that such equipment has not be used for a period of six 
months, and has no forecasted use for the subsequent six month period. The following table sets forth the 
average utilization rates of our assembly and test equipment for the years ended December 31, 2015, 2016 and 
2017:  

 Average utilization per year 
Services 2015 2016 2017 

Assembly .....................................................  67.0% 67.5% 68.4% 
Test (Analog) ...............................................  72.3% 72.5% 79.2% 
Test (Mixed-signal and logic)......................  75.6% 75.0% 70.5% 
Test (Memory) .............................................  75.9% 73.4% 69.0% 
Test (Others) 66.3% 74.1% 72.4% 

 
Assembly utilization has increased slightly in 2017, reflecting the increase in sales of assembly 

services. Test utilization as a whole was driven by softer memory and mixed-signal and logic products but offset 
by improved analog loading. Analog test utilization has improved due to growth in sales of analog products. 
 

Assembly utilization was slightly higher in 2016 than in 2015, particularly in UTL, reflecting the 
strong growth in sales of analog products. Analog services are predominantly assembly-related. Test utilization 
as a whole was higher due to increase in optical and discrete sales. 
 
Assembly Equipment 

The primary equipment used in our assembly operations includes wire bonders, molding systems and 
trim-form equipment. As of December 31, 2017, we owned and operated 2,637 wire bonders and 218 molding 
systems. All of our wire bonders and molding systems allow for interchangeability between lead-frame and 
array packages. In addition to wire bonders and automated molding machines, we maintain a variety of other 
types of assembly equipment, such as wafer grinders, mounts and saws, die bonders, laser markers, solder 
plating equipment, ball mounting equipment, package forming and simulation machines and scanners.  

Test Equipment 

Test equipment is a key component of the test process and is generally capital intensive. Testing 
equipment technology evolves rapidly, and therefore we need to continuously invest in leading technology and 
equipment. Most of our systems include mixed-signal and logic test platforms that have the flexibility to test 
both analog and digital functions, testers capable of testing radio frequency semiconductors and high speed 
testers for testing memory semiconductors.  

As of December 31, 2017, we operated 1,664 testers, of which 422 were analog testers, 712 were 
mixed-signal and logic testers, 185 were memory testers and 345 were other testers. From time to time, we may 
purchase equipment suitable for use by a specific customer. We may also alternatively arrange with customers 
to lease their testing equipment to test their products. As of December 31, 2017, 369 of our testers were on 
consignment from our customers under which we are only required to bear the maintenance costs, but not any 
rental fee on the basis that our customers receive a reduction in the prices we charge. Approximately 81.3% of 
consigned testers are for our analog segment. Our testers which are on consignment may be recalled by our 
customers at any time.  

In addition to testers, we maintain a variety of other types of test-related equipment, such as automated 
handlers and probers, scanners, reformers and personal computer workstations for use in testing software 
development. 
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Employees  
As of December 31, 2017, we had 11,384 full-time employees worldwide, of whom approximately 

75.7% were operations personnel, 11.4% were engineering personnel, 12.8% were general, administrative, 
executive management, sales and marketing personnel. As of December 31, 2016 and 2015, we had 12,282 and 
12,288 full-time employees, respectively. 

We believe that we enjoy a strong relationship with our employees. To protect our intellectual property 
and business interests, we maintain confidentiality and non-competition agreements with all of our key 
employees through our letters of appointment with them.  

The tables below show the breakdown of our full-time employees by geographic location as of 
December 31, 2017: 

 As of December 31, 
 2017 
Singapore .......................................................................................................................  2,120 
Thailand .........................................................................................................................  5,942 
Taiwan ...........................................................................................................................  767 
China .............................................................................................................................  1,177 
Others ............................................................................................................................  1,378 

Total  .............................................................................................................................  11,384 
 
There was a decrease in the number of employees in 2017 from 2016 due to closure of the facility in 

Shanghai. There was an increase in the number of employees in 2016 from 2015, attributable to the expansion 
of our operations in Thailand. We have an annual training plan for our employees, which encompass areas such 
as management development, quality improvement programs, technical programs for engineers and information 
technology applications training. We also periodically send selected employees to participate in workshops and 
courses to learn and develop additional skills.  

 
Insurance  

We are covered by industrial all risks and property insurance policies on buildings, machinery, 
equipment and our customers’ inventories to mitigate the losses which could result from damage to our 
production facilities. We maintain business interruption insurance for certain of our major facilities. In addition, 
we also maintain cargo policies to insure against damage to the materials or equipment while they are being 
delivered to us. We believe that our insurance coverage is adequate and in line with industry practice and is 
commercially reasonable and appropriate for a provider of semiconductor assembly and test services operating 
in each relevant market.  

Quality and Reliability Assurance  

We are committed to maintaining high levels of quality and reliability assurance with respect to 
services that we provide to customers, as well as to providing products that meet the specifications of our 
customers. Our goal is to exceed customer expectations through business excellence, creativity and continuous 
improvement.  

Our team of experienced personnel comprising engineers and technicians monitor our assembly and 
test process indices to ensure they meet industry and customer specific quality standards. Our engineering staff 
are continuously working towards enhancing product quality and process improvement. Our in-house 
laboratories are equipped with reliability testing, failure analysis and advanced analytical tools for our research 
and development process. Our trained personnel inspect purchased materials to detect abnormalities. If a 
consistent trend in poor quality is detected, our management re-evaluates the vendor providing such materials. 
In addition, a rating system is imposed on key suppliers and vendors in respect of the quality of products 
delivered, delivery schedule and cost competitiveness. 
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We conduct our assembly and test operations in controlled environments where we continuously 
monitor the air purity, temperature and humidity. To ensure stability and integrity of our operations, we 
maintain clean rooms at our facilities that meet U.S. Federal 209E and ISO 6, 7, 8 (ISO 14644-1) class 1000, 
10000 and 100000 standards that prescribes methods for verifying and monitoring air cleanliness in clean room 
environments. We have been certified to quality standards such as ISO 9001:2008, ISO 14001:2004 and 
OHSAS 18001:2007.  

All our facilities are ISO TS16949 certified and are currently transitioning to IATF16949:2016, ISO 
9001:2015 , ISO 14001:2015. The ISO certifications are internationally-recognized industry accreditation for 
companies with sound documentation control, good quality management systems and adherence to good 
manufacturing practices which provide for continual improvement with emphasis on prevention of defects and 
reduction of variation and waste in the supply chain. Assembly and test customers often look to these 
certifications as a threshold indication of a company’s quality assurance standards. As such, we believe that 
these certifications provide an independent verification of the quality assurance system in our facilities’ 
production processes 
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The chart below
 illustrates our corporate structure and m

aterial subsidiaries:  
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MANAGEMENT 

Directors and Executive Officers  

Members of our board of directors are elected by our shareholders. As of the date of this annual report, 
our board of directors consists of nine directors.  

The following table sets forth the names of our directors and executive officers, as of the date of this 
annual report.  

Name Age Position 
Directors:   
Dominic John Picone 40 Director 
Donald Andrew Colvin 65 Director 
Eugene Irwin Davis 63 Director 
Lee Chul-Joo 45 Director 
Lee Wei Sheng 37 Director 
Scott Yue Chen 40 Director 
Tang Kok Yew 65 Director 
Tay Tong Poh 56 Director 
William John Nelson 63 Director 
   
Executive Officers:   
William John Nelson 63 Group President and Chief Executive Officer 
Shawn L. Kelly  47 Group Interim Chief Financial Officer 
Janice Wong 38 General Counsel 
Jeffrey R. Osmun 54 Senior Vice President of Worldwide Sales  
Asif R. Chowdhury 52 Senior Vice President of Product Line and Marketing and 

Business Development 
Regina Liew 58 Chief Procurement Officer and Senior Vice President of 

Worldwide Customer Service and Demand Management 
Frank R. Myers 55 Senior Vice President of Operations 
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DESCRIPTION OF CERTAIN INDEBTEDNESS  

Senior Secured Notes  

In 2013, GATE issued the 2019 Notes pursuant to the 2019 Indenture. GATE’s obligations under the 
2019 Notes were guaranteed by the GATE subsidiary guarantors and were secured by substantially all the assets 
of the GATE subsidiary guarantors.  

On November 2, 2017, GATE and its subsidiaries entered into the RSA with the holders of the 2019 
Notes which provides the restructuring of the terms of the 2019 Notes together with the Chapter 11 Plan. The 
Chapter 11 Plan was entered with the United States Bankruptcy Court for the Southern District of New York on 
December 22, 2017 and was confirmed by the Court on January 3, 2018 and became effective on January 12, 
2018. Pursuant to the Chapter 11 Plan, the 2019 Notes were cancelled and delisted from the SGX-ST.  

On January 12, 2018, GATE issued $665 million in aggregate principal amount of 8.5% senior secured 
notes due 2023 pursuant to an indenture dated January 12, 2018 entered into among GATE, UTAC Holdings, 
the Original subsidiary guarantors and Wilmington Savings Fund Society, FSB, as trustee and security agent, in 
exchange for the cancellation of GATE’s 2019 Notes. The holders of the 2019 Notes received the 2023 Notes 
and certain holders of the 2019 Notes also received some shares in the share capital of UTAC Holdings. The 
2023 Notes have a maturity date of January 12, 2023 and bear interest at the rate of 8.5% per annum, payable 
semi-annually every June 30 and December 30, commencing June 30, 2018. 

GATE’s obligations under the 2023 Notes are guaranteed by UTAC Holdings and Original subsidiary 
guarantors and are secured by substantially all of the assets of such guarantors. UTAC Holdings’ certain 
subsidiaries such as UTH, UTL and UMY are expected to provide guarantees and secure GATE’s obligations 
under the 2023 Notes subject to the receipt of certain approvals and/or releases. 

Under the terms of the 2023 Indenture, GATE, UTAC Holdings and the Original subsidiary guarantors 
shall use their reasonable best efforts to cause UTH and UTL to discharge their existing licenses under the 
Foreign Business Act B.E. 2542 (1999) of Thailand with respect to the provision of security and obtain 
appropriate new licenses so as to enable UTH and UTL to guarantee the Notes by October 9, 2018. As of the 
date of this annual report, UTH and UTL expect that the discharges and applications for new licenses will be 
filed in the month of May 2018.  
 

The 2023 Indenture also provides that GATE, UTAC Holdings and the Original subsidiary guarantors 
shall use their commercially reasonable efforts to cause UMY to obtain the requisite approval from the Central 
Bank of Malaysia (“Bank Negara”) so as to enable it to guarantee the 2023 Notes by May 12, 2018. UMY 
submitted the requisite application to Bank Negara on January 22, 2018 and responded to questions raised by 
Bank Negara on January 30, 2018 and February 19, 2018. UMY is currently awaiting Bank Negara’s response 
on the status of the application. 

 
GATE has the option to redeem the 2023 Notes on or after January 12, 2018, in whole or in part, at a 

redemption price of 102.0% (during the twelve-month period beginning on January 12, 2018), 101.0% (during 
the twelve-month period beginning on January 12, 2019) or 100.0% (after January 12, 2020) of the principal 
amount of the notes, plus accrued and unpaid interest, if any, to the redemption date. Subject to certain 
exceptions, GATE may redeem all, but not some, of the 2023 Notes at their principal amount, plus accrued and 
unpaid interest, upon a change in tax law increasing the rate of withholding taxes on amounts payable under the 
2023 Notes. 

GATE must make an offer to repurchase all the 2023 Notes outstanding at a purchase price equal to 
101% of their principal amount, plus accrued and unpaid interest, no later than 60 days after a “change of 
control” (as defined in the 2023 Indenture), and the proceeds of certain asset sales that are not used to repay 
senior indebtedness, acquire certain replacement costs or other permitted purposes within 365 days of the asset 
sale. 
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The 2023 Indenture contains covenants that, among other things, limit the ability of UTAC Holdings, 
GATE, the Original subsidiary guarantors (subject to certain exceptions) to: 

x incur additional indebtedness if the consolidated interest expense coverage ratio (as defined in the 
2023 Indenture) is less than 2.0 to 1; 

x make certain investments or other specific restricted payments; 

x declare dividends or purchase or redeem capital stock; 

x enter into agreements that restrict our subsidiaries’ ability to pay dividends and transfer assets or 
make inter-company loans; 

x issue or sell capital stock; 

x issue guarantees; 

x enter into transactions with equity holders or affiliates; 

x create liens; 

x enter into sale and leaseback transactions; 

x sell assets; 

x engage in different business activities; or 

x effect a consolidation or merger, 

subject in each case to certain limitations, exceptions and qualifications. 

Security Documents  

Pursuant to the Chapter 11 Plan which became effective on January 12, 2018, all securities granted in 
respect of the 2019 Notes have been released and re-granted in favor of the security agent in connection with the 
2023 Notes. UTAC Holdings and its subsidiaries granted certain first priority liens and security interests in 
relation to their assets.  

The information  below summarizes the security documents entered into to secure the 2023 Notes.  

UTAC Holdings Security Documents  

On January 12, 2018, UTAC Holdings entered into a first priority security deed with Wilmington 
Savings Fund Society, FSB, as security agent to secure GATE’s obligations under the 2023 Indenture and the 
2023 Notes. The first priority security deed created a security interest, in favor of the security agent, in 
substantially all of UTAC Holdings’ assets, subject to certain exceptions. 

On January 12, 2018, UTAC Holdings entered into a first priority deed of share charge with 
Wilmington Savings Fund Society, FSB, as security agent, to secure GATE’s obligations under the 2023 
Indenture and the 2023 Notes. The first priority deed of share charge pledged, in favor of the security agent, all 
of UTAC Holdings’ shares in UMS Holdings.  

On January 12, 2018, UTAC Holdings entered into a first priority deed of share charge with 
Wilmington Savings Fund Society, FSB, as security agent, to secure GATE’s obligations under the 2023 
Indenture and the 2023 Notes. The first priority deed of share charge pledged, in favor of the security agent, all 
of UTAC Holdings’ shares in GATE.  
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GATE Security Documents 

On January 12, 2018, GATE entered into a first priority security deed with Wilmington Savings Fund 
Society, FSB, as security agent to secure GATE’s obligations under the 2023 Indenture and the 2023 Notes. The 
first priority security deed created a security interest, in favor of the security agent, in substantially all of 
GATE’s assets, subject to certain exceptions. 

On January 12, 2018, GATE entered into a first priority deed of share charge with Wilmington Savings 
Fund Society, FSB, as security agent, to secure GATE’s obligations under the 2023 Indenture and the 2023 
Notes. The first priority deed of share charge pledged, in favor of the security agent, all of GATE’s shares in 
USG1 (representing 86% of the issued and paid up capital of USG1).  

On January 12, 2018, GATE entered into a first priority deed of share charge with Wilmington Savings 
Fund Society, FSB, as security agent, to secure GATE’s obligations under the 2023 Indenture and the 2023 
Notes. The first priority deed of share charge pledged, in favor of the security agent, all of GATE’s shares in 
UHQ.  

On January 12, 2018, GATE entered into a first priority deed of share charge with Wilmington Savings 
Fund Society, FSB, as security agent, to secure GATE’s obligations under the 2023 Indenture and the 2023 
Notes. The first priority deed of share charge pledged, in favor of the security agent, all of GATE’s shares in 
UHK.  

USG1 Security Documents 

On January 12, 2018, USG1 entered into a first priority security deed with Wilmington Savings Fund 
Society, FSB, as security agent to secure GATE’s obligations under the 2023 Indenture and the 2023 Notes. The 
first priority security deed created a security interest, in favor of the security agent, pursuant to which a 
mortgage was created in substantially all of USG’s assets, subject to certain exceptions. 

On January 12, 2018, USG1 entered into a first priority mortgage with Wilmington Savings Fund 
Society, FSB, as mortgagee, pursuant to which a mortgage was created on USG1’s properties located at 5 
Serangoon North Avenue 5 Singapore, 554916 to secure GATE’s obligations under the 2023 Indenture and the 
2023 Notes.  

On January 12, 2018, USG1 entered into a first priority deed of share charge with Wilmington Savings 
Fund Society, FSB, as security agent, to secure GATE’s obligations under the 2023 Indenture and the 2023 
Notes. The first priority deed of share charge pledged, in favor of the security agent, all of USG1’s shares in 
UGGS. 

UHK Security Documents 

On January 12, 2018, UHK entered into a first priority security deed with Wilmington Savings Fund 
Society, FSB, as security agent, to secure GATE’s obligations under the 2023 Indenture and the 2023 Notes. 
The first priority security deed created, in favor of the security agent, a security interest in substantially all of 
UHK’s assets, subject to certain exceptions. 

 
On January 12, 2018, UHK entered into a first priority deed of share charge with Wilmington Savings 

Fund Society, FSB, as security agent, to secure GATE’s obligations under the 2023 Indenture and the 2023 
Notes. The first priority deed of share charge pledged, in favor of the security agent, all of UHK’s shares in 
UTAC Cayman. 

 
On January 12, 2018, UHK entered into a first priority deed of share charge with Wilmington Savings 

Fund Society, FSB, as security agent, to secure GATE’s obligations under the 2023 Indenture and the 2023 
Notes. The first priority deed of share charge pledged, in favor of the security agent, all of UHK’s shares in 
UGGS. 

 
On March 27, 2018, UHK entered into a first priority pledge of shares with Wilmington Savings Fund 

Society, FSB, as security agent, pursuant to which UHK pledged all of its shares in UID to secure GATE’s 
obligations under the 2023 Indenture and the 2023 Notes.  
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On or around the date hereof, UHK entered into a first priority pledge of shares with Wilmington 
Savings Fund Society, FSB, as security agent, pursuant to which UHK pledged all of its shares in UTH to secure 
GATE’s obligations under the 2023 Indenture and the 2023 Notes. 

 
UTAC Cayman Security Documents 

On January 12, 2018, UTAC Cayman entered into a first priority security deed with Wilmington 
Savings Fund Society, FSB, as security agent, to secure GATE’s obligations under the 2023 Indenture and the 
2023 Notes. The first priority security deed created, in favor of the security agent, a security interest in 
substantially all of UTAC Cayman’s assets, subject to certain exceptions. 
 
UTH Security Documents 

On January 12, 2018, UTH entered into a first priority deed of share charge with Wilmington Savings 
Fund Society, FSB, as security agent, to pledge all of UTH’s shares in USG1 (representing 14% of the issued 
and paid up capital of USG1) to secure GATE’s obligations under the 2023 Indenture and the 2023 Notes.  

UTC Security Documents 

On January 12, 2018, UTC entered into a first priority security deed with Wilmington Savings Fund 
Society, FSB, as security agent, to secure GATE’s obligations under the 2023 Indenture and the 2023 Notes. 
The first priority security deed created, in favor of the security agent, a security interest in substantially all of 
UTC’s assets, subject to certain exceptions. 
 
UHQ Security Documents 
 

On January 12, 2018, UHQ entered into a first priority security deed with Wilmington Savings Fund 
Society, FSB, as security agent, to secure GATE’s obligations under the 2023 Indenture and the 2023 Notes. 
The first priority security deed created, in favor of the security agent, a security interest in substantially all of 
UHQ’s assets, subject to certain exceptions. 

 
UMS Holdings Security Documents 
 

On January 12, 2018, UMS Holdings entered into a first priority security deed with Wilmington 
Savings Fund Society, FSB, as security agent, to secure GATE’s obligations under the 2023 Indenture and the 
2023 Notes. The first priority security deed created, in favor of the security agent, a security interest in 
substantially all of UMS Holdings’ assets, subject to certain exceptions. 

 
On January 12, 2018, UMS Holdings entered into a first priority deed of share charge with Wilmington 

Savings Fund Society, FSB, as security agent, to pledge all of UMS Holdings’ shares in UMS to secure GATE’s 
obligations under the 2023 Indenture and the 2023 Notes. 

UMS Security Documents 
 

On January 12, 2018, UMS entered into a first priority security deed with Wilmington Savings Fund 
Society, FSB, as security agent, to secure GATE’s obligations under the 2023 Indenture and the 2023 Notes. 
The first priority security deed created, in favor of the security agent, a security interest in substantially all of its 
assets, subject to certain exceptions. 

 
On January 12, 2018, UMS entered into a first priority deed of share charge with Wilmington Savings 

Fund Society, FSB, as security agent, to secure GATE’s obligations under the 2023 Indenture and the 2023 
Notes. The first priority deed of share charge pledged, in favor of the security agent, all of shares of UMS in 
UMS HK. 
 
USG2 Security Documents 
 

On January 12, 2018, USG2 entered into a first priority security deed with Wilmington Savings Fund 
Society, FSB, as security agent, to secure GATE’s obligations under the 2023 Indenture and the 2023 Notes. 
The first priority security deed created, in favor of the security agent, a security interest in substantially all of 
USG2’s assets, subject to certain exceptions. 
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On January 12, 2018, USG2 entered into a first priority mortgage with Wilmington Savings Fund 
Society, FSB, as mortgagee, pursuant to which a mortgage was created on USG2’s properties located at 22 Ang 
Mo Kio Industrial Park 2, Singapore 569506, to secure GATE’s obligations under the 2023 Indenture and the 
2023 Notes.  

UGGS Security Documents 
 

On January 12, 2018, UGGS entered into a first priority security deed with Wilmington Savings Fund 
Society, FSB, as security agent, to secure GATE’s obligations under the 2023 Indenture and the 2023 Notes. 
The first priority security deed created, in favor of the security agent, a security interest in substantially all the 
assets of UGGS, subject to certain exceptions. 
 
UMS HK Security Documents 
 

On January 12, 2018, UMS HK entered into a first priority security deed with Wilmington Savings 
Fund Society, FSB, as security agent, to secure GATE’s obligations under the 2023 Indenture and the 2023 
Notes. The first priority security deed created, in favor of the security agent, a security interest in substantially 
all of UMS HK’s assets, subject to certain exceptions. 

 
On January 12, 2018, UMS HK entered into a first priority deed of share charge with Wilmington 

Savings Fund Society, FSB, as security agent, to pledge UMS HK’s shares in USG2 to secure GATE’s 
obligations under the 2023 Indenture and the 2023 Notes. 

UID Security Documents 
 

On March 27, 2018, UID entered into a first priority mortgage of land located at Jl. Maligi I Lot.A1-4, 
Kawasan Industri KIIC Sukaluyu, Teluk Jambe Timur, Karawang 41361, Jawa Barat, Indonesia in favor of 
Wilmington Savings Fund Society FSB, as security agent, to secure GATE’s obligations under the 2023 
Indenture and the 2023 Notes.  

 
On March 27, 2018, UID granted first priority fiduciary security over certain of its inventory, 

receivables, machinery and equipment in favor of Wilmington Savings Fund Society FSB, as security agent, to 
secure GATE’s obligations under the 2023 Indenture and the 2023 Notes. 

 
On March 27, 2018, UID entered into a first priority pledge of certain of its bank in favor of 

Wilmington Savings Fund Society FSB, as security agent, to secure GATE’s obligations under the 2023 
Indenture and the 2023 Notes. 
 
Other Security Documents 
 

UTH is expected to pledge all of its shares in UTL in favor of Wilmington Savings Fund Society FSB, 
as security agent, to secure GATE’s obligations under the 2023 Indenture and the 2023 Notes. 
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