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CERTAIN DEFINITIONS AND CONVENTIONS 

In this report, unless otherwise indicated, all references to “our company,” “we,” “our,” “us,” “Group” 
or “GATE” refer to Global A&T Electronics Ltd., a company incorporated under the laws of the Cayman 
Islands, and its consolidated subsidiaries.  

All references to “USG” 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 “UCD Cayman” refer to UCD Cayman Ltd and all references to “UCD” refers to UTAC Chengdu 
Ltd. (formerly, Semiconductor Manufacturing International (Chengdu) Corporation). All references to “UTAC 
Cayman” refer to UTAC Cayman Ltd.  References to “AT2” are to Semiconductor Manufacturing International 
(AT) Corporation prior to the increase in our ownership interest in that entity (now known as “UCD Cayman”) 
from 33.7% to 90.0% in 2011. 

References to:  

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

• “Note Guarantee” are to the guarantee of the Senior Secured Notes by a Subsidiary Guarantor; 

• “Senior Revolving Credit Facility” are to the revolving credit facility extended to GATE under the 
Senior Revolving Credit Facility Agreement; 
 

• “Senior Revolving Credit Facility Agreement” are to the credit agreement dated February 7, 2013, 
as amended and supplemented from time to time, entered into among GATE, JPMorgan Chase 
Bank, N.A., as administrative agent, syndication agent and documentation agent, Citicorp 
International Limited, as security agent, Bank of America, N.A., Credit Suisse AG, Singapore 
Branch, JP Morgan Chase Bank N.A. acting through its Singapore Branch and UBS AG, Hong 
Kong Branch, as joint mandated lead arrangers and joint bookrunners; 
 

• “Senior Secured Notes” or “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 Indenture; and 

• “Subsidiary Guarantors” are to certain subsidiaries of GATE, being for the time being: USG, UHK, 
UTC, UTAC Cayman, UTH and UTL. 

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. Important factors that could cause those differences 
include, but are not limited to: 

• the cyclicality of the semiconductor industry; 

• increased competition from other companies and our ability to retain and increase our market share; 

• our reliance on certain major customers; 

• our ability to generate growth and profitability; 

• our ability to develop new technologies successfully; 

• our ability to acquire equipment and supplies necessary to meet our business needs; 

• our ability to generate sufficient cash to meet our capital expenditure requirements; 

• our ability to repay or refinance our indebtedness as it falls due; 

• our ability to hire and maintain qualified personnel; 

• fires, natural disasters, acts of terrorism and other developments outside our control; 

• the political stability of our local region; and 

• general local and global economic conditions.  

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. Please see “Risk Factors” for a further discussion of certain factors that may 
cause actual results to differ materially from those indicated by our forward-looking statements. 
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MATERIAL RECENT DEVELOPMENTS SINCE DECEMBER 31, 2013 

Appointment of Mr. Douglas Devine and Mr. Asif Chowdhury 

Mr. Douglas Devine joined our group and was appointed Chief Financial Officer in January 2014 and 
he is responsible for our Group’s corporate finance, information technology and legal activities. Mr. Devine has 
more than 20 years of experience as a financial executive and manager in the semiconductor industry and related 
fields. From 2011 to 2013, Mr. Devine was the chief financial officer of two Silicon Valley venture capital start-
up companies, Stion, a thin film solar technology company, and Soraa, a next generation LED company. From 
2009 to 2011, Mr. Devine was vice president of finance for Nvidia Corporation. Prior to Nvidia, Mr. Devine 
held several finance management positions with Intel from 1997 to 2009 including manufacturing, procurement, 
strategic and profit and loss roles. Mr. Devine holds a Bachelor of Science in engineering and a MBA from the 
University of Michigan, and is a certified public accountant. 

Mr. Asif Chowdhury joined our group and was appointed Senior Vice President of Marketing in March 
2014. Mr. Chowdhury has more than 20 years of experience in managing process engineering, business 
development and strategic sourcing in the semiconductor industry and related fields. He has held several key 
positions at Amkor Technology including as director of business development for Japan and as vice president of 
Amkor’s largest business unit based in Chandler, Arizona. Prior to joining us, Mr. Chowdhury was working 
with Analog Devices Inc where he was in charge of its MEMS package development and assembly engineering, 
and for strategic sourcing for assembly and test. Mr. Chowdhury holds a Bachelor of Science in Mechanical 
Engineering from the University of Texas at Arlington and a Master’s of Science in Mechanical Engineering 
from Southern Methodist University. He also has a MBA and Masters of Science in Finance from Northeastern 
University. 

Press release by UTAC Holdings Ltd (“UTAC Holdings”) on its acquisition of manufacturing facilities from 
Panasonic 

On February 4, 2014, UTAC Holdings issued a press release with respect to UTAC Holdings’ 
subsidiary’s entry into a sale and purchase agreement with Panasonic Corporation (“Panasonic”) to acquire three 
subsidiaries of Panasonic in Singapore, Indonesia and Malaysia. The transaction is expected to close in June 
2014, subject to, among other things, regulatory and other third party approvals. The Group is not a party to the 
transaction.  

It is currently contemplated that USG will  extend an intercompany loan of approximately US$11 
million (the “Loan”) with a pay-in-kind coupon of 10.5% per annum to UTAC Holdings or its subsidiary. The 
proceeds of the Loan will be used to make the initial payment for the acquisition and related transaction fees. 
The Loan will be made in compliance with the Indenture and the Senior Revolving Credit Facility, on an arm’s 
length basis in line with market terms.  

Complaint filed by certain noteholders  

A complaint was filed, and an amended complaint was filed in the Supreme Court of the State of New 
York, New York County, on February 10, 2014 and March 14, 2014 respectively, by certain purported holders 
of GATE’s Senior Secured Notes due 2019, alleging certain claims in relation to the issuance of the $502.3 
million in aggregate principal amount of Senior Secured Notes on September 30, 2013. The claims asserted 
include alleged breaches of GATE’s intercreditor agreement and the Indenture, fraudulent inducement and fraud 
with respect to certain plaintiffs’ purported purchases of the Senior Secured Notes. The amended complaint 
seeks monetary damages and declaratory relief, including a declaration that the issuance of the Senior Secured 
Notes on September 30, 2013 caused an event of default under the Indenture. GATE is of the view that it has 
substantial defences to these claims and intends to vigorously defend the plaintiffs’ lawsuit. 

Ratings Downgrade 

 On February 14, 2014, Moody’s downgraded GATE’s corporate family and Senior Secured Notes 
ratings to “Caa3” from “Caa1”.   

On February 17, 2014, Standard & Poor’s lowered its long-term corporate credit rating on GATE to 
“B-” from “B” and its long-term issue rating on the Senior Secured Notes to “B-” from “B”.  
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Disposal of USG’s facility 

As part of our initiative to consolidate our Singapore operations into one facility, USG is in the process 
of disposing one of its facilities in Singapore and expects to complete the sale process in 2014. The facility is 
valued at approximately S$60 million.  

Suit filed by Amkor Technology 

We have become aware of a suit filed in Arizona state court on April 4, 2014, by Amkor Technology, 
Inc., which names GATE and certain of its subsidiaries as defendants. The suit relates to patent licenses between 
Amkor Technology and certain of GATE’s subsidiaries.  We are evaluating the claims and our potential 
counterclaims against Amkor Technology and we intend to vigorously defend our interests in this suit. 

Nepes Pte. Ltd. 

 USG owns approximately 19% of the total issued share capital of Nepes Pte. Ltd (“NPL”). As NPL has 
been loss-making, we are currently evaluating our options with respect to USG’s interests in NPL and may seek 
to dispose of such interests in due course.   

Other than disclosed in this annual report and in our press release dated March 19, 2014 relating to our 
unaudited financial results for the quarter and full year ended December 31, 2013, which included our indicative 
financial outlook for 2014, there have been no material developments in GATE’s business since December 31, 
2013. 
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RISK FACTORS  

Risks Relating to Our Business 

Any global economic downturn would adversely affect the semiconductor markets and the demand for our 
products and services, and a protracted global economic crisis would have a material adverse effect on our 
business, results of operations and financial condition. 

Our customers include a range of companies in the semiconductor industry whose success is 
intrinsically linked to the condition of the global economy in general and of the semiconductor markets 
specifically. Any significant downturn in the global economy and semiconductor markets may adversely affect 
the demand for our products and services as our customers may cancel or reduce planned expenditures for our 
products and services, seek to lower their costs by renegotiating their contracts with us, consolidate the number 
of suppliers they use or switch to lower-priced products or services provided by our competitors. 

Any uncertainty in global economic conditions may also make it difficult for our customers to 
accurately forecast and plan future business activities, thereby affecting our ability to contract with them. We 
cannot predict the timing, intensity, or duration of any global economic slowdown or downturn in the 
semiconductor industry or any subsequent recovery. A sustained global economic slowdown and downturn in 
the semiconductor industry would have a material adverse effect on our results of operations, cash flow, 
financial position and/or prospects. 

The semiconductor industry is cyclical and our results of operations can be subject to significant fluctuations 
from period to period, which make it difficult to predict our future performance and subject us to certain 
risks. 

The semiconductor industry is cyclical and is characterized by significant fluctuations in end-market 
demand, which is often driven by and connected with, the product cycles of the end-products in which 
integrated circuits (“ICs”) are used and strategies around timing of release of new products. Variation in order 
levels from our customers, all of whom operate in the semiconductor industry, may result in volatility in our 
revenues and earnings. If industry-wide capacity exceeds demand, our results of operations may suffer because 
of the resulting pricing pressure and capacity under-utilization. If we cannot take appropriate actions such as 
reducing our costs to sufficiently offset any future declines in demand, our margin and earnings may suffer. On 
the other hand, if demand exceeds industry-wide capacity, we may have to expand our capacity rapidly within a 
short time period in order to capitalize on valuable business opportunities. If such circumstances arise, there is 
no assurance that we will have or be able to raise the necessary capital to fund the expansion of our capacity. 
Due to this cyclicality, we believe that period-to-period comparisons of our results of operations may not be 
meaningful, and you should not rely on those comparisons to predict our future performance. 

The OSAT industry is highly competitive, and we may not be able to compete successfully due to factors 
beyond our control. 

The outsourced semiconductor assembly and test (“OSAT”) industry is very competitive and requires 
us to be capable of testing and assembling increasingly complex semiconductor packages as well as to be able to 
bring technologically advanced semiconductor packages to market as quickly as our competitors. We compete 
with large multinational companies, some of which are much larger in size than us, small niche market 
competitors and new entrants to the industry. Many of our competitors have significant manufacturing capacity, 
financial resources, research and development capabilities, marketing and other capabilities and have longer 
operating histories than ours. These companies have also established relationships with many of our current or 
potential customers. 

We may face difficulties competing against such competitors for market share, and in terms of volume 
production, price competitiveness and the array of services offered. In the event that we are not able to compete 
successfully against our existing or potential competitors, our business, results of operations and financial 
condition may be adversely affected. 
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We depend on a small number of customers in a limited segment of the market for a substantial portion of 
our sales. 

We are dependent on a small group of customers for a substantial portion of our sales. For the years 
ended December 31, 2011, 2012 and 2013, our 10 largest customers by sales, in aggregate, accounted for 
63.4%, 66.0% and 62.5% respectively, of our total sales. In addition, for 2013, our five largest customers by 
sales, in aggregate, accounted for 43.2% of our total sales, our three largest customers by sales, in aggregate, 
accounted for 31.7% of our total sales, and our largest customer by sales accounted for 16.2% of our total sales. 
We anticipate that a small number of customers will continue to account for a large portion of our sales in the 
foreseeable future. The loss of one or more of our key customers, or reduced orders from any of our key 
customers could have a material adverse effect on our business, financial condition and results of operations. 

Furthermore, the majority of our sales are derived from customers who use our services for 
semiconductors for use in communications and consumer, and computing devices. The communications and 
consumer, and computing end-market segments accounted for 90.5% of our sales in 2013. Factors affecting 
these market segments in general or any significant decrease in demand for such devices could have a material 
adverse effect our business, results of operations and financial condition. 

It may be difficult for us to attract new customers and as a result, our business, financial condition and 
results of operations may be adversely affected. 

Our ability to attract new customers is important to our ongoing success. In line with industry practice, 
new customers usually require us to pass a lengthy and rigorous qualification process that can take more than six 
months to complete, and in some cases is conducted at a significant cost to the customer. As a result, customers 
are reluctant to qualify new test and assembly service providers and it may be difficult for us to attract new 
major customers or enter new markets. We are also required by our customers to undergo stringent evaluation 
processes when introducing new types of services. If we fail to satisfy any customer’s ongoing evaluation 
process, that customer may cease to use our services, causing our customer base to become more concentrated. 
Furthermore, we believe that once customers have selected the services of a particular test and assembly 
company, they generally rely on that vendor for specific applications and, to the extent possible, subsequent 
generations of those applications. Accordingly, it may be difficult to achieve significant sales from a potential 
customer once that customer has selected another vendor’s test and assembly services. 

Our customers are not contractually obligated to purchase any minimum amount of our products or use any 
minimum level of our services, and generally do not place purchase orders significantly in advance, which 
makes us vulnerable to sudden changes in customer demand and may result in us incurring unnecessary 
costs. 

As is customary in our industry, our customers generally do not place purchase orders significantly in 
advance and are generally not obligated, pursuant to any contractual commitment or otherwise, to purchase any 
minimum amount of our products or use any minimum level of our test or assembly services or to provide us 
with binding forecasts for any period. This makes it difficult for us to forecast our sales for any future period as 
our customers might not continue to place orders with us in future periods at the same levels as in prior periods. 
However, our expenses are based in part on our expectations of future sales and we may be unable to adjust 
costs in a timely manner to compensate for any sales shortfalls. In some cases, our customers are not responsible 
for any unused common or standard raw materials purchased by us that result from actual orders being smaller 
than previously forecast by the customer. 

Decisions by our integrated device manufacturers (“IDM”) customers to curtail outsourcing may adversely 
affect our business. 

We are dependent on sales of test and assembly services outsourced to us by our customers. Some of 
our customers who are IDMs have their own in-house test and assembly capacity and continually evaluate our 
test and assembly services against their own in-house capabilities. As a result, at any time, these IDMs may 
decide to shift some or all of their outsourced test and assembly services to internal capacity. In the event of a 
downturn in the semiconductor industry, these IDMs may respond by shifting some outsourced test and 
assembly services to internally serviced capacity on a short-term basis. 

Moreover, these IDMs may prefer to rely on internal sources for test and assembly services due to their 
desire to realize higher utilization of their existing test and assembly capacity, their unwillingness to disclose 
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proprietary technology, their possession of more advanced test or assembly technologies and the guaranteed 
availability of their own test and assembly capacity. Any shifts or slowdowns in outsourcing could have a 
material adverse effect on our business, results of operations and prospects. 

Average selling prices of test and assembly services have historically declined and may continue to do so, 
which may affect our profitability. 

The average selling prices of test and assembly services have declined historically, with assembly 
services on legacy packages in particular experiencing severe pricing pressure. Our ability to maintain or 
increase our profitability will continue to be dependent, in large part, upon our ability to offset decreases in 
average selling prices by improving production efficiency, achieving cost reductions, increasing unit volumes 
tested or assembled, or shifting to higher margin test and assembly services. If we are unable to do so, our 
profitability could decline. 

We may not be able to anticipate, develop or access cutting-edge technology, which would affect our ability to 
render advanced services at competitive prices and limit our ability to compete effectively. 

The semiconductor test and assembly market is characterized by rapid technological change and 
increasing complexity. We must be able to offer our customers test and assembly services in line with 
technological advancements in the semiconductor industry. Advances in technology typically lead to rapid and 
significant price declines and decreased margins for older products and may also affect demand for test services. 
Technological advances could also cause our test or assembly capabilities to be less competitive with new 
technologies and, sometimes, to become obsolete. 

If we fail to anticipate technological trends, keep up with advanced test and assembly service 
technology or access technology developed by others in a timely manner, we may not be able to produce 
advanced products at competitive prices, we could lose our existing customers or may fail to acquire potential 
customers demanding these advanced services. We could also miss opportunities to benefit from the higher 
average selling prices that tend to be derived from newer and emerging test and assembly services. In order to 
remain competitive, we must be able to upgrade or migrate our testing equipment to respond to changing 
technological requirements. 

There is also a risk that our competitors may adopt new technology before we do, in which case our 
customers may use the services of our competitors instead of our services, which could have a material adverse 
impact on our business, results of operations and prospects. 

We depend on a limited number of suppliers for certain raw materials and components and any inability of 
our suppliers to supply such materials and components could adversely affect our operations. 

We depend on third-party suppliers for the raw materials and components required for our assembly 
services. There are a limited number of suppliers for certain raw materials and components in our industry, 
particularly leadframes. In 2013, our top five raw material and components suppliers, in aggregate, accounted 
for approximately 39.0%, of our total raw material and components purchases. We have entered into purchase 
agreements with our preferred suppliers for substrates and leadframes, and we generally purchase our materials 
on a purchase order basis. If any of our suppliers become insolvent or experience financial difficulties, we may 
not be able to obtain an alternative supply in sufficient quantities at acceptable prices and acceptable quality. 
Any such difficulties could negatively affect our operations and financial condition. 

The prices of raw materials used in our assembly services fluctuate from time to time and we may not be able 
to pass on such price increases to our customers. 

A number of raw materials used in our assembly services are commodities, the prices of which 
fluctuate from time to time. In particular, gold is one of the principal materials used in our assembly services 
and accounted for 10.3% of our total cost of sales in 2013. The price of gold has fluctuated significantly from an 
approximate average of $1,363 per troy ounce in 2011 to $1,678 per troy ounce in 2012, and to $1,624 per troy 
ounce in 2013 and may continue to increase in the future. We may be able to partially offset the increases in 
gold prices by raising the prices of our products and services or by including in our prices an adjustment for the 
increase in the spot price of gold, but our ability to do so largely depends on negotiations with our customers 
and market conditions. If we are unable to pass on increased prices of raw materials to our customers, our 
profitability could be adversely affected. 
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While we seek to partially manage our exposure to fluctuating gold prices through gold forward 
contracts, there is no assurance that these hedging arrangements will provide adequate protection and it is 
possible that we may incur losses under these arrangements in the future as a result of fluctuations in gold 
prices. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations — 
Factors Affecting Our Results of Operations — Raw Material Costs” for further details on the gold forward 
contracts. 

Our industry is highly capital intensive and we may not generate sufficient cash to meet our capital 
expenditure requirements and our capital expenditure may also not fulfill expected returns. 

Semiconductor testing and assembly is capital intensive and requires investment in expensive 
equipment. Furthermore, to remain competitive, we constantly improve our facilities and process technologies 
and conduct ongoing research and development. Although we are actively exploring new techniques for 
updating and extending the usable life of our equipment in order to increase our throughput without incurring 
significant additional capital expenditure, our level of capital expenditure may prove greater in the future than 
historical capital expenditure levels. If we are unable to generate sufficient cash from our operations or raise 
sufficient capital to meet our capital expenditure requirements, we may become less competitive and our 
business, financial condition and results of operations could be materially and adversely affected. 

The equipment and test programs that we use to carry out our testing services are customized to 
accommodate the requirements of specific types of semiconductors. Testers, in particular, are also relatively 
costly and tester depreciation represents a significant percentage of our costs. We believe that the success and 
profitability of our testing operations depends to a large extent on our ability to perceive trends with respect to 
the tester capabilities that will be required for our target end markets and by our customers in the future. We also 
work closely with our customers to align our tester investments with their product roadmaps and we seek to 
invest in tester models whose capabilities can be upgraded as our customers’ products become increasingly 
sophisticated. 

If we are unable to maintain or increase our capacity utilization rates, our profitability could be adversely 
affected. 

As a result of the capital intensive nature of our business, our operations are characterized by high fixed 
costs. We expect to continue to incur substantial depreciation and other expenses in connection with our 
acquisition of testing and assembly equipment and facilities. Our profitability depends in part not only on 
absolute pricing levels for our services, but also on the capacity utilization rates of our test and assembly 
equipment. In periods of low demand, we may experience relatively low capacity utilization rates, which could 
lead to reduced margins due to high fixed costs. Moreover, our customers do not commit to binding forecasts, 
which makes it difficult for us to schedule production at our facilities accurately and to utilize capacity 
optimally to achieve maximum efficiency. Insufficient capacity utilization could negatively impact our 
profitability. If we fail to successfully predict trends or if we purchase equipment based on a customer’s product 
roadmap and the customer terminates its relationship or reduces its business with us, we may not be able to fully 
utilize our equipment, which could decrease our sales and margins. 

We may be unable to obtain testing or assembly equipment when we require them or at reasonable costs. 

The semiconductor test and assembly business requires investment in expensive equipment, including 
testers and wire bonders, manufactured by a limited number of suppliers principally located in the United States, 
Europe and Japan. The market for capital equipment used in semiconductor testing is characterized, from time 
to time, by intense demand, limited supply and long delivery cycles. Our operations and expansion plans are 
highly dependent upon our ability to obtain a significant amount of the required equipment from a limited 
number of suppliers at a reasonable cost. If we are unable to obtain adequate equipment in a timely manner and 
at a reasonable cost, we may be unable to fulfill our customers’ orders which could result in a loss of customers, 
curtailed operations and increased costs. 

We face product return and liability risks, the risk of economic damage claims and the risk of negative 
publicity if our services fail to meet our customers’ specifications. 

The products which we test and our assembled packages are incorporated into a number of end 
products. While we typically re-test products or re-assemble packages that are returned to us based on our 
customers’ additional requirements, we are, in the ordinary course of our business, exposed to product return 
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and liability risks, the risk of economic damage claims and the risk of negative publicity if our testing or 
assembly services fail to meet the standards or specifications of our customers. In addition, if our packages are 
delivered with defects, we could incur additional repair or replacement costs, suffer other economic losses and 
our credibility and market acceptance of our packages could be adversely affected. 

Our debt instruments, including the Indenture and the Senior Revolving Credit Facility Agreement, contain 
covenants limiting our financial and operating flexibility. 

The Indenture and the Senior Revolving Credit Facility Agreement, contain covenants that will restrict 
our ability to, engage in activities that may be in our long-term interests. For example, there are covenants, 
subject to certain thresholds or exceptions, on us against: 

• creating liens on assets; 

• making investments, loans or advances; 

• incurring additional indebtedness; 

• effecting mergers or consolidation; 

• selling assets or entering into sale and leaseback transactions; 

• paying dividends and distributions, repurchasing share capital or making other restricted payments; 
and 

• entering into transactions with affiliates. 

The covenants under the Indenture and Senior Revolving Credit Facility Agreement could limit 
our ability to pursue our growth plans, restrict our flexibility in planning for, or reacting to, changes in our 
business and industry and increase our vulnerability to general adverse economic and industry conditions. 
We may enter into additional financing arrangements in the future, which could further restrict our flexibility. 
Any defaults of covenants contained in the Indenture may lead to an event of default under the Senior Secured 
Notes and the Indenture and to cross-defaults under our other indebtedness, including the Indenture and Senior 
Revolving Credit Facility. We may not be able to pay any amounts due to noteholders or the lenders under 
the Senior Revolving Credit Facility in the event of such default and such default may result in such 
creditors taking enforcement action against the collateral securing such indebtedness, which in turn could 
significantly impair our ability and the ability of the Subsidiary Guarantors to satisfy our obligations under 
the Senior Secured Notes and the Note Guarantees. 

Our indebtedness could adversely affect our financial condition and prevent us from fulfilling our 
obligations under the Senior Secured Notes and the Note Guarantees. 

As of March 31, 2014, we have $1,094.9 million of indebtedness outstanding (including the 
indebtedness of our subsidiaries and our finance leases). In addition, the Indenture permits us to incur 
additional debt, subject to certain l imitations. Our degree of leverage may have important consequences to 
you, including the following: 

• we may have difficulty satisfying our obligations under the notes or our other indebtedness, 
which could in turn result in an event of default. The lenders under such facilities could then vote 
to accelerate the payment of the indebtedness and foreclose upon our assets securing such 
indebtedness. Other creditors might then accelerate the payment of other indebtedness; 

• we may be required to dedicate a substantial portion of our cash flow from operations to required 
payments of indebtedness, thereby reducing the availability of cash flow for working capital, 
capital expenditures and other general corporate activities; 

• covenants relating to our indebtedness may limit our ability to obtain additional financing 
for working capital, capital expenditures and other general corporate activities; 
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• covenants relating to our indebtedness may limit our flexibility in planning for, or reacting to, 
changes in our business and the semiconductor industry; 

• we may be unable to obtain funding for acquisitions of new businesses and projects; 

• we may be more vulnerable than our competitors to the impact of economic downturns and 
adverse developments in our business; 

• we may be placed at a competitive disadvantage against any less leveraged competitors; 

• our business may not generate cash in an amount sufficient to enable us to service our debt or fund 
our other liquidity needs; and 

• our indebtedness also exposes us to fluctuations in interest rates as certain of our borrowings are 
at variable rates of interest. 

The occurrence of any of these events could have a material adverse effect on our financial position, 
business and prospects, and on the ability of GATE and the Subsidiary Guarantors to satisfy their 
obligations under the notes and the Note Guarantees. 

We must repay or refinance existing indebtedness prior to the maturity of the notes. Failure to do so 
could have a material adverse effect on us. 

The maturity of all outstanding loans under the Senior Revolving Credit Facility is before the 
maturity of the Senior Secured Notes. We may decide to refinance such indebtedness under the Senior 
Revolving Credit Facility but may not be able to refinance such indebtedness, or refinancing may not be 
available on commercially reasonable terms. The financial terms or covenants of any new credit facility 
and/or other indebtedness may not be the same or as favorable as those under the Senior Revolving Credit 
Facility. 

Our ability to complete a refinancing of the Senior Revolving Credit Facility prior to its maturity 
is subject to a number of conditions beyond our control. For example, if a disruption in the financial 
markets were to occur at the time that we intend to refinance this indebtedness, we might be restricted in 
our ability to access the financial markets. If we are unable to refinance such indebtedness, our alternatives 
would include negotiating an extension of the Senior Revolving Credit Facility with the lenders and seeking 
or raising new capital. If we were unsuccessful, and if we do not have sufficient funds to repay such 
indebtedness on the maturity date, an event of default would result under the Senior Revolving Credit 
Facility. Even if we have sufficient funds to pay such indebtedness in full, we may not have sufficient cash 
to continue making interest payments on the notes. Furthermore, our liquidity would be adversely affected, 
which could in turn materially adversely impact our business and financial condition. As a result, our ability to 
pay the principal of and interest on the notes would be adversely affected. 

We may not be able to generate sufficient cash flows to meet our debt service obligations. Our ability 
to generate cash depends on many factors beyond our control and we may need to access the credit 
market to meet our liquidity requirements. 

Our ability to make scheduled payments on or refinance our debt obligations, including the notes, 
depends on our financial condition and operating performance, which are subject to prevailing economic, 
industry and competitive conditions and to certain financial, business, legislative, regulatory and other 
factors beyond our control. We may be unable to maintain a level of cash flow from operating activities 
sufficient to permit us to pay the principal, premium, if any, and interest on our indebtedness, including the 
notes. 

If our cash flow and capital resources are insufficient to fund our debt service obligations, we 
could face substantial liquidity problems and could be forced to reduce or delay investments and capital 
expenditures or to dispose of material assets or operations, seek additional debt or equity capital or 
restructure or refinance our indebtedness, including the notes. 
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Our ability to obtain external indebtedness could be impacted by our debt ratings. Any increase in 
our level of debt, change in status of debt from unsecured to secured debt, or deterioration in our operating 
results and our industry may cause a reduction in our current debt rating. Any downgrade in our current debt 
rating could impair our ability to obtain additional financing on acceptable terms. Furthermore, the credit 
markets have recently experienced adverse conditions. Continuing volatility in the credit markets may 
increase costs associated with issuing debt instruments due to increased spreads over relevant interest rate 
benchmarks or affect our ability to access those markets. If we cannot service our indebtedness, we may have 
to take actions such as selling assets, seeking additional equity or reducing or delaying capital expenditures, 
strategic acquisitions, investments and alliances. We cannot assure you that any such actions, if necessary, 
could be effected on commercially reasonable terms or at all. 

While the Indenture  and  Senior Revolving Credit Facility Agreement will limit the ability of our 
subsidiaries to effect consensual restrictions on their ability to pay dividends or make other intercompany 
payments to us, these limitations are subject to qualifications and exceptions. In the event that we do not 
receive distributions from our subsidiaries, we may be unable to make required principal and interest payments 
on our indebtedness, including the notes. 

GATE is a holding company that has no independent operations and is dependent on its subsidiaries for cash. 

GATE is a holding company and its investments in its operating subsidiaries constitute all of its assets. 
Its subsidiaries conduct all of its operations and own substantially all of its assets. As a result, GATE must rely 
on dividends and other advances and transfers of funds from its subsidiaries to meet its debt service and other 
obligations. The ability of its subsidiaries to pay dividends or make other advances and transfers of funds will 
depend on their respective results of operations and may be restricted by, among other things, the availability of 
funds, the terms of various credit arrangements entered into by such subsidiaries, as well as statutory and other 
legal restrictions. 

Under Singapore law, USG may only make a distribution of dividends to its shareholders out of profits, 
and the manner of such distribution is subject to the procedures set forth in its Articles of Association. 

Under Thai law, UTL cannot make any distribution of dividends other than out of its profit net of any 
reserves required to be set aside by law, regulations or the order of the government. UTL is required to reserve, 
at each distribution of dividend, at least 5.0% of its profits until the legal reserve reaches 10.0% of its registered 
capital or such higher proportion thereof as may be stipulated in the regulation of the company and is also 
required to reserve an amount as ordered by the government for guarantee and rental businesses. UTL has 
provided a legal reserve equivalent to 10.0% of its registered capital and provided a reserve for the guarantees it 
has provided and for its rental business. In addition, no dividends can be paid if UTL does not have positive 
unappropriated retained earnings, even if it records net profit for the current year. 

UTC is generally not permitted to distribute dividends or to make any other distributions to 
shareholders for any year in which it did not have either earnings or retained earnings (excluding reserves). In 
addition, before distributing a dividend to shareholders following the end of a fiscal year, UTC must recover any 
past losses, pay all outstanding taxes and set aside 10.0% of its annual net profit (less prior years’ losses and 
outstanding taxes) as a legal reserve until the accumulated legal reserve equals its paid-in capital and may set 
aside a special reserve, in addition to the legal reserve. Furthermore, under Taiwan’s Statute of Foreign 
Investment by Foreign Nationals, a foreign investor with foreign investment approval, such as USG, is entitled 
to repatriate dividends it receives from UTC. Pursuant to Taiwan’s income tax law and the tax arrangement (the 
equivalent of a tax treaty) between Taiwan and Singapore, UTC is obligated to withhold income tax from its 
dividend payment payable to USG. 

The laws of PRC requires our subsidiaries incorporated in China, namely UDG and USC, to distribute 
dividends only out of their net profits, if any, as determined in accordance with PRC accounting standards and 
regulations. Under PRC law, they are also required to set aside at least 10.0% of their after-tax net profits each 
year into their reserve fund until the accumulated legal reserve amounts to 50.0% of its registered capital. As 
companies incorporated in China, UDG and USC may also set aside a bonus and welfare fund at their 
discretion. The reserve fund and the bonus and welfare fund are not distributable as dividends. Furthermore, if 
an enterprise requires any foreign currency for the payment of dividends, such as the distribution of profits by a 
foreign invested enterprise, such as UDG or USC, to its foreign investment party, UTAC Cayman and USG, 
respectively, the amount required can only be withdrawn from funds in foreign exchange accounts maintained 
with designated banks after settlement of any related tax payment.  Under the PRC Enterprise Income Tax Law 
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and bilateral tax treaty between China and Singapore, dividends paid by USC to USG may be subject to a 5.0% 
withholding tax as long as USG holds no less than 25.0% of equity interest in USC, or 10.0% if USG’s 
shareholding in USC falls below 25.0%. Dividends payable by UDG to UTAC Cayman would be subject to a 
10.0% withholding tax considering there is no bilateral tax treaty between China and the Cayman Islands. 

The laws that govern dividend distribution in the different jurisdictions where we operate could change 
and the ability of our subsidiaries to distribute and repatriate dividends to GATE could be further restricted in 
the future. Accordingly, GATE might not have sufficient cash flows from distributions by our subsidiaries and 
affiliates to satisfy its obligations in respect of the notes or the Senior Revolving Credit Facility. Any shortfall 
would have to be paid from other sources of cash, such as a sale of assets or any financing available to us. 

Any further write-off of some or all of the goodwill and other intangibles that we recorded or if we are 
required to record a charge to earnings in the future due to impairment of our long-lived assets may 
adversely affect our future financial condition and results of operations. 

In accordance with the Singapore Financial Report Standards (“SFRS”), goodwill is not amortized but 
is reviewed annually or periodically for impairment and other intangibles with finite lives that are subject to 
amortization over their useful lives are also reviewed for impairment whenever there is any indication that these 
intangibles may be impaired. 

We accounted for the acquisitions of USG, UHK and their respective subsidiaries using the purchase 
method of accounting. The purchase price for the acquisition was allocated to identifiable tangible and 
intangible assets and assumed liabilities based on estimated fair values at the date of consummation of the 
acquisition. The excess of the consideration transferred, the amount of any non-controlling interest in the 
acquiree and the acquisition-date fair value of any previous equity interest in the acquiree over the fair value of 
the net identifiable assets acquired is recorded as goodwill. The carrying amount of goodwill in our consolidated 
financial statements in connection with our acquisitions of USG, UTC, UTL and USC was approximately 
$643.4 million as of December 31, 2013. We have also evaluated the circumstances and assessed that there is no 
indication of impairment of goodwill as of December 31, 2013. 

In addition, we may be required to record a charge to earnings in the future if we determine that our 
long-lived assets are impaired. As of December 31, 2013, the carrying amount of our long-lived assets 
comprising property, plant and equipment was approximately $536.2 million. We recorded impairment charges 
of $12.8 million for 2011, $0.9 million for 2012 and $1.7 million for 2013. Any impairment of the value of 
goodwill, other intangibles or long-lived assets would result in a charge against earnings, which could materially 
adversely affect our future results of operations and financial position. 

We have experienced substantial losses in the past and may do so in the future. 

Although we achieved profit after tax of $14.7 million in 2011, we recorded losses after tax of $45.4 
million and $78.9 million in 2012 and 2013, respectively. These losses were incurred primarily were primarily 
due to weakening macroeconomic factors and a reduction in business with a key memory customer. We cannot 
assure you that we will not incur further losses in the future. 

Significant fluctuations in exchange rates may adversely affect our financial condition and results of 
operations. 

Our sales are generally denominated in U.S. dollars, and our operating expenses are generally incurred 
in U.S. dollars, Singapore dollars, Chinese Renminbi, New Taiwan dollars and Thai Baht. Our capital 
expenditures, which include investments in property, plant and equipment, are generally denominated in U.S. 
dollars, Singapore dollars and Chinese Renminbi. As a result, we could be adversely affected by significant 
fluctuations in foreign currency exchange rates among the U.S. dollar, the Singapore dollar, and other 
currencies, including the Chinese Renminbi, the New Taiwan dollar, and the Thai Baht. In particular, although 
our sales and expenses denominated in U.S. dollars allow us to naturally hedge against fluctuations in exchange 
rates and we also typically have hedging agreements with banks for a proportion of our net currency 
requirements, a depreciation of the U.S. dollar against the Singapore dollar, the Chinese Renminbi, the New 
Taiwan dollar, and the Thai Baht may increase our costs and, consequently, have a material adverse effect on 
our results of operations and financial condition. See “Management’s Discussion and Analysis of Financial 
Condition and Results of Operations — Quantitative and Qualitative Disclosures about Market Risk — Foreign 
Exchange Risks.” 
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We may not be successful in our future acquisitions or joint ventures. 

A key element of our growth strategy is the acquisition of, and investment in, complementary 
businesses or assets from time to time. We have a history of expansion by acquisitions and entering into joint 
ventures. 

The success of our acquisitions of businesses and joint venture interests depends on a number of 
factors, including our ability to identify suitable opportunities for acquisitions, whether we are able to complete 
an acquisition on terms that are satisfactory to us, the economic, business or other strategic objectives and goals 
of the company or business compared to those of our group, our ability to maintain business relationships with 
customers, suppliers, employees and other favorable business relationships of the acquired operations and 
restructuring or terminating unfavorable relationships, our ability to finance the acquisition consistent with our 
credit arrangements and in a manner that would optimize our capital structure, and our ability to integrate 
successfully the acquired company or business with our group. 

These investments may involve risks associated with the possibility that the other shareholders or joint 
venture partners may have economic or business interests or goals that are inconsistent with ours, take actions 
contrary to our policies or objectives, be unable or unwilling to fulfill their obligations under the relevant joint 
venture or shareholders’ agreements or have financial difficulties. In addition, the laws in these jurisdictions 
relating to foreign investment could be altered in a manner that may result in an adverse effect on our business 
and results of operations. Although we have not to date experienced any significant problems with respect to our 
joint ventures or partners, there is no assurance that we will not experience such problems in the future. 

Future acquisitions, investments and joint ventures may also divert our management’s attention and 
resources from our existing business and expose us to potential risks. Any difficulties encountered in the 
acquisition and integration process may have an adverse effect on our business. 

If we are unable to manage our expansion effectively, our business, operations and future profitability may 
be affected. 

We have significantly expanded our test and assembly operations in recent years and we expect to 
continue to expand our operations in the future. In the past, we have expanded through both internal growth and 
the acquisition of new operations. Rapid expansion puts strain on our managerial, technical, financial, 
operational and other resources. As a result of our expansion, we have implemented and will continue to need to 
implement additional operational and financial controls and hire and train additional personnel. Any failure to 
manage our growth effectively, including any inability or unforeseen difficulties in implementing financial and 
management controls and reporting systems and procedures, could lead to inefficiencies and redundancies 
which will negatively impact our business, operations and profitability. 

Loss of any key management or other employees could seriously harm us. 

Our performance largely depends on our ability to retain key management, technical, customer support 
and sales personnel and to attract additional qualified personnel. In particular, we consider our senior and mid-
level managers and our technical personnel with specialized expertise in testing, equipment engineering, 
packaging development, assembly engineering and failure analysis to be important to our success. Any inability 
to retain our key management and technical employees or attract additional employees could disrupt our 
operations and could have a material adverse effect on our company. Further, the notice period required to be 
given by these employees in the event of a resignation is generally short, being generally one month. 

We employ foreign workers at various facilities under work permits which are subject to the relevant 
government regulations. Consequently, our business could also be adversely affected if local regulations relating 
to the employment of foreign workers become significantly more restrictive or we are otherwise unable to 
attract or retain these workers at a reasonable cost. 

Our intellectual property is important to our ability to succeed in our business but may be difficult to protect. 

Our ability to compete successfully and achieve future growth in sales will depend, in part, on our 
ability to protect our proprietary technology. We seek to protect our intellectual property through the use of 
confidentiality and non-disclosure agreements and patent registrations. 
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As of March 31, 2014, we had a total of approximately 250 issued patents and 95 pending patent 
applications. We cannot be certain that any of our applications for patents will be granted or, if granted, will not 
be challenged, invalidated or circumvented or will offer us adequate protection. Further, the laws of the 
jurisdictions in which we market our products have differing legal standards relating to the validity, 
enforceability and scope of protection of our intellectual property rights. Also, the steps we have taken to protect 
our proprietary rights may not be adequate. 

Additionally, our competitors could develop patents or gain access to similar know-how and process 
technology, and any confidentiality and non-disclosure agreements upon which we rely to protect our 
proprietary information for our test and assembly services might not provide adequate protection. The 
occurrence of any of those events could reduce our profitability and affect our ability to succeed in our business. 

We may be subject to intellectual property rights disputes. 

The semiconductor test and assembly industry is characterized by frequent litigation regarding patent 
and other intellectual property rights. As the number and scope of patents and other intellectual property rights 
in our industry increase, companies in our industry face an increasing number of patent infringement claims as 
part of their ordinary course of business. Litigation may be necessary in order to enforce our patents or other 
intellectual property rights or to defend us against claimed infringement of the rights of others, which may result 
in protracted litigation and incurrence of further costs. 

If any litigation or patent infringement claim is made against us, we could be required to stop using 
certain processes or other intellectual property, cease production of infringing packages, or using, importing or 
selling them, attempt to acquire licenses to use the infringed technology, pay substantial damages or develop 
non-infringing technologies. 

Regardless of whether such claims are valid, we could be required to expend valuable resources to 
defend any claims alleging our infringement of patents or other intellectual property rights and consequently 
incur substantial costs. If we fail to obtain necessary licenses or if litigation relating to patent infringement or 
other intellectual property matters occurs, we may be adversely affected. 

On September 30, 2010, Tessera, Inc. (“Tessera”), filed a complaint against UTC in the United States 
District Court of the Northern District of California. The suit relates to a contractual dispute as to whether 
UTC’s patent license agreement with Tessera obligates it to continue paying royalties to Tessera. See “Business 
— Legal Proceedings.” Any adverse outcome from any proceedings with Tessera could have an adverse effect 
on our business, financial condition and results of operations.  

We expect to have an ongoing need to obtain licenses for the proprietary technology of others, which subjects 
us to the payment of license fees and potential delays in the development and marketing of our products. 

Our group companies have been licensed to use third-party patents in the operation of our business. 
While we continue to develop and pursue patent protection for our own technologies, we expect to continue to 
rely on such third-party license arrangements in the future. To the extent these licenses are not perpetual and 
irrevocable, we believe that these licenses are renewable under normal commercial terms upon their expiration. 
However, we may be unable to utilize the technologies under these licenses if they are not extended or otherwise 
renewed or if any of these licenses are terminated by the licensor. Alternatively, if we are able to renew these 
license arrangements, they might not be renewed on the same terms. Any dispute with third-party licensors may 
also result in substantial payments by us or the licensors’ termination of relevant licenses. Any failure to extend 
or renew these license arrangements or termination of these license arrangements could cause us to incur 
substantial liabilities or to suspend the test and packaging services and processes that utilize these technologies, 
which may result in a loss of our existing customers. The fees associated with such licenses could adversely 
affect our financial condition and results of operations, and may also render our services less competitive. If for 
any reason we are unable to license necessary technology on acceptable terms, it may become necessary for us 
to develop alternative technology internally, which could be costly and delay the marketing and delivery of key 
products, or we may be unable to do so on a cost effective or timely basis or at all, and therefore could result in 
a loss of customers and have a material adverse effect on our business and results of operations. 



 

16 
 SG\6974423.7 

Our research and development investments may not yield profitable and commercially viable test or assembly 
services and may not increase our sales. 

We invest significant resources in research and development. For example, our research and 
development expenses were $19.1 million, $18.8 million and $12.3 million  for the years ended December 31, 
2011, 2012, and 2013, which represented 10.3%, 10.8% and 5.9%, respectively, of total operating expenses. 
However, our research and development efforts may not yield commercially viable test or assembly services. 
The qualification process for new test and assembly services is conducted in various stages which may take 
several years to complete, and during each stage there is a substantial risk that we will have to abandon a 
potential test or assembly service which is no longer marketable and in which we have invested significant 
resources. Even in the event that we are able to qualify new test or assembly services, a significant amount of 
time would have elapsed between our investment in new test or assembly services and the receipt of any related 
sales. Our research and development investments may not yield profitable and commercially viable test or 
assembly services or increase our sales. 

Failure of our customers to pay the amounts owed to us in a timely manner may adversely affect our 
financial condition and operating results. 

We generally provide payment terms ranging from 30 to 60 days. As a result, we generate significant 
trade receivables, net of allowance for impairment of trade receivables, from sales to our customers, 
representing 29.0%, 33.2% and 26.5% of current assets as of December 31, 2011, 2012, and 2013, respectively. 
As of December 31, 2013, the largest amount owed by a single customer was 20.8% of our total trade 
receivables and our allowance for impairment of trade receivables was $0.4 million as of December 31, 2013. If 
any of our customers has insufficient liquidity, we could encounter significant delays or defaults in payments 
owed to us by such customers, and we may need to extend our payment terms or restructure the receivables 
owed to us, which could have a significant adverse effect on our financial condition. Any deterioration in the 
financial condition of our customers will increase the risk of uncollectible receivables.  

Liabilities and obligations under environmental laws and regulations could require us to spend additional 
funds and could adversely affect our business, financial condition and results of operations. 

We are subjected to a variety of environmental laws and regulations in the jurisdictions in which we 
conduct operations, including laws and regulations relating to the use, storage, discharge and disposal of 
hazardous materials and the chemical by-products of, and waste water discharges from, our test and packaging 
processes. Furthermore, our activities are also subject to regulatory requirements on the environmental impact of 
our production processes in China, Singapore, Taiwan and Thailand. We may also be subject to liability under 
such laws and regulations for the investigation or cleanup of contamination caused by, or other damages 
associated with, the release of hazardous materials in connection with current or historical operations at our 
facilities or offsite locations. While we believe that we are currently in compliance with such laws and 
regulations, any failure to comply with such laws and regulations in the future could materially and adversely 
affect our ability to continue to provide our services and could subject us to liabilities that may have a material 
adverse effect on our business, financial condition and results of operations. While we believe that we do not 
face material liabilities associated with contamination conditions, should other yet unknown contamination 
conditions be identified in the future, we could face environmental liabilities that may have a material adverse 
effect on our business, financial condition and results of operations. 

Any failure to maintain a clean room environment or any occurrence of fire, flood, earthquake or other 
calamities at any of our facilities or disruption to the global semiconductor supply chain could adversely 
affect us. 

We conduct our test and assembly operations at our facilities in Singapore, Taiwan, China and 
Thailand. Our testing and packaging operations take place in areas where air purity, temperature and humidity 
are controlled. If we are unable to control our packaging or testing environment, our packaging or test 
equipment may become nonfunctional, test results may be adversely affected or the tested and packaged 
semiconductors may become defective. In addition, significant damage to or other impediments to operations at 
any of these facilities, whether as a result of fire, inclement weather, the outbreak of infectious diseases (such as 
SARS or avian flu), civil strife, industrial strikes, breakdowns of equipment, difficulties or delays in obtaining 
materials and equipment, natural disasters, terrorist incidents, industrial accidents or other causes could 
temporarily disrupt or even shut down our operations, which would have a material adverse effect on our 
business, financial condition and results of operations. In the event of such a disruption or shutdown, we may be 
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unable to reallocate production to other facilities in a timely or cost-effective manner, or at all, and may not have 
sufficient capacity to service customer demands in our other facilities. For example, our operations in Taiwan 
are vulnerable to typhoons and earthquakes, which could cause plant closures and transportation interruptions. 
In addition, some of the processes that we utilize in our operations place us at risk of fire and other damage. For 
example, highly flammable gases are used in the preparation of wafers holding semiconductor devices for flip 
chip packaging. While we maintain insurance policies for various types of property, casualty and other risks, we 
do not carry insurance for some of the above referred risks and with regard to the insurance we do maintain, we 
cannot assure you that it would be sufficient to cover all of our potential losses. In addition, any events that 
cause disruptions in the global semiconductor supply chain, for example, the earthquake in Japan in the first 
quarter of 2011 that affected the operations of some of our customers and suppliers, could adversely affect our 
business. 

We believe we are in compliance with all applicable tax laws but could suffer adverse tax and other financial 
consequences if tax authorities do not agree with our interpretation of the applicable tax laws. 

Due to the international nature of our operations, we are subject to multiple sets of complex tax laws 
and rules. Our corporate structure and operations are based, in part, on interpretations of various tax laws, 
including withholding tax, nexus for tax purposes, compliance with tax holiday requirements and transfer 
pricing rules, application of changes in tax law to our operations and other relevant laws of applicable taxing 
jurisdictions. From time to time, the tax authorities of the relevant jurisdictions may conduct examinations of 
our income tax returns and other regulatory filings. In addition, we are currently and may from time to time be, 
subject to enquiries from tax authorities. We cannot be certain that the tax authorities will agree with our 
interpretations or that the tax authorities will resolve any enquiries in our favor. In addition, we believe that we 
are filing tax returns and paying taxes in each jurisdiction where we are required to do so under the laws of such 
jurisdiction. However, it is possible that the relevant tax authorities in the jurisdictions where we do not file 
returns may assert that we are required to file tax returns and pay taxes in such jurisdiction. To the extent the 
relevant tax authorities do not agree with our interpretation, we may seek to enter into settlements with the tax 
authorities which may require significant payments and may adversely affect our results of operations or 
financial condition. We may also appeal against the tax authorities’ determinations to the appropriate 
governmental authorities, but we cannot be sure we will prevail. If we do not prevail, we may have to make 
significant payments or otherwise record charges (or reduce tax assets) that could adversely affect our results of 
operations, financial condition and cash flows. Similarly, any adverse or unfavorable determinations by tax 
authorities on pending enquiries could lead to increased taxation on us, that may adversely affect our results of 
operations, financial conditions and cash flows. 

We have received government grants or support from various agencies and preferential tax treatment from 
China, Singapore, Taiwan and Thailand. Such grants, support or preferential tax treatment may not be 
available to us if the conditions attached to them are not complied with or are no longer applicable. 

We have received grants from the Economic Development Board (“EDB”) of Singapore. These grants 
were disbursed in connection with the research, development and training carried out in Singapore based on the 
terms of the respective grants and subject to us meeting certain conditions attached to the grants, such as the 
grant in relation to the Development Project (as defined in “Business — Government Grants”) which required 
us to employ a minimum number of engineers, maintain our research and development investment above certain 
thresholds, execute certain projects within Singapore and achieve certain technical milestones by certain dates. 
Due to the financial crisis in 2009, USG engaged in discussions with, and obtained the informal agreement of, 
the EDB, to continue its support of USG’s pioneer status although USG’s investment spending was lower than 
the threshold. See “Business — Government Grants.” Any inability to receive similar grants in the future could 
affect our profitability. 

We receive government support as a technology company in some countries or regions where we 
operate. For instance, Taiwan’s labor laws and regulations permit employees to work 12-hour shifts each day 
(including overtime work), but the total amount of overtime work is limited to 46 hours per month. If the 
Taiwanese government decreases the number of hours employees may work in a given day or month, our labor 
costs in Taiwan may increase significantly, which could result in lower margins for our business in Taiwan. 

We enjoy certain tax holidays and other tax incentives in China, Singapore, Taiwan and Thailand, 
which are subject to certain conditions, such as achieving certain amounts of capital expenditure and headcount 
by certain dates. Our taxes in those jurisdictions could increase if we do not meet these conditions, or if tax rates 
applicable to us in those jurisdictions are otherwise increased. For example, USC currently enjoys a tax 
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exemption and reduction treatment in China. However, after the Chinese Enterprise Income Tax Law took effect 
on January 1, 2008, UDG and USC will become subject to a unified tax rate of 25.0% when the current 
preferential tax treatment expires. We may also not accept EDB’s offer to extend our pioneer status (which in 
turn allows certain of our income from qualifying activities to be exempt from income tax) if we believe that we 
are unable to meet the conditions imposed by EDB for such extension. See “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations — Taxes” for further information. 

We regularly assess the likelihood of achieving the conditions attached to these grants, support and 
preferential tax treatment. While we believe we have taken adequate steps to obtain reasonable assurance that 
these conditions will be satisfied, we cannot assure you that we would continue to be eligible for such grants or 
support or preferential tax treatment in the future. If we do not satisfy all the conditions, we may be required to 
refund all or part of the grants previously disbursed to us or be subject to a higher tax rate. 

Disruptions in the international trading environment may seriously decrease our international sales. 

A substantial portion of our total sales is derived from sales to customers located primarily in Europe 
and the United States, where we do not have any test and assembly facilities. In 2011, 2012 and 2013, sales to 
such customers accounted for 70.4%, 67.8% and 70.2%, respectively, of our total sales. We expect sales to such 
customers to continue to represent a significant portion of our total sales. The success and profitability of our 
international activities depend on certain factors beyond our control, such as general economic conditions, labor 
conditions, political stability, macro-economic regulating measures, tax laws, import duties, transportation 
difficulties, fluctuation of local currency and foreign exchange controls of the countries in which we sell our 
products, as well as the political and economic relationships among the jurisdictions where we manufacture and 
jurisdictions where our customers are located. As a result, our services will continue to be vulnerable to 
disruptions in the international trading environment, including adverse changes in foreign government 
regulations, political unrest and international economic downturns. 

Any disruptions in the international trading environment may affect the demand for our test and 
assembly services and could change the terms upon which we provide our services in international markets, 
which could impact our sales. 

We are subject to various laws and regulations in the jurisdictions in which we operate. Any non-compliance 
with the relevant laws and regulations, introduction of new foreign exchange policies or political instability 
in jurisdictions in which we operate, particularly in China, Hong Kong, Taiwan and Thailand, could have an 
adverse effect on our financial condition and results of operations or make it more difficult for us to operate 
successfully. 

A significant portion of our operations and business are carried out in China, Hong Kong, Taiwan and 
Thailand. As a result, we are subject to laws, rules and regulations in all these jurisdictions. These laws, rules 
and regulations, and the interpretation thereof, are subject to change from time to time. 

In addition, in the course of integrating companies that we have acquired, we have identified instances 
of non-compliance, and we have taken steps to ensure subsequent compliance, with the relevant laws, rules and 
regulations. While we believe that none of the instances of non-compliance that we have identified are material, 
and we are currently in compliance with applicable laws, rules and regulations in the jurisdictions in which we 
operate, there is no assurance that we have identified all instances of non-compliance, or that we can rectify past 
non-compliance, with relevant laws, rules and regulations. Consequently, it is possible that the relevant 
authorities may assert that we failed to comply with the relevant laws, rules and regulations in respect of our 
past activities. In the event that we are found to have not been in compliance with any such laws, rules, 
regulations, restrictions or licensing requirements, the potential consequences of such non-compliance could 
have an adverse effect on our financial condition and results of operations. 

We are also subject to certain risks inherent in doing business in these jurisdictions, including 
regulatory limitations imposed by the respective governments, military and terrorist risks, disruptions or delays 
in shipments caused by customs brokers or government agencies, unexpected changes in regulatory 
requirements, tariffs, customs, duties and other trade barriers, difficulties in staffing and managing foreign 
operations and potentially adverse tax consequences resulting from changes in tax laws. 

We are exposed to the risks of doing business in China. These risks include economic and political 
uncertainties, an uncertain legal environment, changes in foreign exchange and foreign investment regulations, 
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restrictions on convertibility of the Chinese Renminbi into foreign currency and changes in the value of the 
Chinese Renminbi. In addition, the Chinese legal system is a codified legal system and, unlike common law 
jurisdictions such as the United States or Singapore, decided cases do not form part of the legal structure and 
thus have no binding effect. As such, the administration of Chinese laws and regulations may be subject to a 
certain degree of discretion by the authorities. This has resulted in the outcome of dispute resolution processes 
not having the level of consistency or predictability as in other jurisdictions. 

Our business is also subject to the volatile economic and political conditions in Thailand. Although we 
have not yet been affected by the events of recent years, there is no assurance that future disturbances will not 
affect our ability to conduct business or affect the value of the Thai Baht in ways that may be unfavorable to us. 

We also have significant production facilities located in Taiwan and a substantial part of our sales are 
derived from operations in Taiwan. Relations between Taiwan and China and other factors affecting military, 
political or economic conditions in Taiwan could have a material adverse effect on our financial condition and 
results of operations. 

There can be no assurance that economic, political or legal developments in any of these jurisdictions 
would not have a material adverse effect on our business, financial condition and results of operations. 

Our ability to make further investments in our subsidiaries may be dependent on regulatory approvals. 

Our subsidiaries may require future equity-related financing, and any capital contributions to certain of 
our subsidiaries, such as USC and UDG, may require the approval of the relevant authorities in the jurisdiction 
in which the subsidiary is incorporated. The approvals are required by the investment commissions of the 
particular jurisdiction and relate to equity investments by foreign entities in local corporations. We may not be 
able to obtain any such approval in a timely manner or at all. 

We are controlled by Global A&T Holdings and its interests may conflict with the interests of other holders of 
our securities. 

We are a wholly-owned and controlled indirect subsidiary of Global A&T Holdings (“GATH”). GATH 
is in turn, held by certain persons with deemed interests. As a result, GATH has significant influence over the 
election of our directors, the approval of a merger or sale of substantially all of our assets, the affairs and 
policies of our company and the approval of most other actions requiring the authorization of our shareholders. 
Control of a majority of our shares by GATH could delay, defer or prevent a future take-over or a change in 
control of our company and could make some transactions more difficult or impossible to complete without the 
support of GATH. 

Accounting standards in Singapore may vary from those in other jurisdictions, and such variations may have 
a material adverse effect on our financial statements and results of operations. 

Our financial statements are prepared in accordance with SFRS which differs in material respects from 
generally accepted accounting principles of the United States (“U.S. GAAP”). We have not quantified or 
identified the effects of the aforementioned differences between SFRS and U.S. GAAP in this report. 
Accordingly, there can be no assurance, for example, that profit/(loss) after taxation distributable by us and 
share capital and reserves reported in accordance with SFRS would not be lower if determined in accordance 
with U.S. GAAP. Potential investors should consult their own professional advisers if they want to understand 
the differences between SFRS and U.S. GAAP, and how such differences might affect the information 
contained herein. 
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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, 2011, 2012 and 2013 and the 
related notes thereto, and other financial information included elsewhere in this report. Our consolidated 
financial statements as of and for the year ended December 31, 2011 and for the years ended December 31, 
2012 and 2013 include the results of UCD Cayman and its subsidiary, UCD, from March 1, 2011. Between 
January 1, 2011 and February 28, 2011, UCD Cayman’s and UCD’s results of operations were not 
consolidated in our consolidated financial statements as they were not our subsidiaries.  

This discussion contains forward-looking statements that reflect our current views with respect to 
future events and financial performance. Our actual results may differ materially from those anticipated in these 
forward-looking statements as a result of factors such as those set forth under “Risk Factors,” “Cautionary 
Statement Regarding Forward-Looking Information” and elsewhere in this report. Our consolidated financial 
statements have been prepared in accordance with SFRS, which may differ in certain significant respects from 
generally accepted accounting principles in other countries. 

Overview 

We are a leading provider of semiconductor test and assembly services. We are headquartered in 
Singapore, with production facilities located in China, Singapore, Taiwan and Thailand. In China, our facilities 
are located in Dongguan and Shanghai. We focus on the test and assembly of mixed signal and logic products 
(“MSLP”), analog and memory ICs, all of which are used primarily in the communications and consumer, and 
computing end-markets. Our customers consist primarily of fabless companies, IDMs and wafer foundries. 

In 2013, we had sales of $748.4 million and Adjusted EBITDA of $202.4 million. In 2013, the MSLP, 
analog and memory product segments accounted for 46.7%, 37.9% and 15.4%, respectively, the 
communications and consumer, and computing end-markets accounted for 74.2% and 16.3%, respectively, and 
test and assembly services accounted for 33.0% and 67.0% respectively, of our total sales. 

Factors Affecting Our Results of Operations 

The following key trends are important to understanding our business: 

Changes in End-market Demand 

Our results of operations are influenced by changing consumer demands, which are often driven by and 
connected with, the product cycles of the end-products in which ICs are used as well as strategies around timing 
of release of new products. Global macroeconomic conditions also have a significant impact on our results of 
operations as they affect consumer spending and demand. We focus primarily on the communications and 
consumer, and computing end-markets, which respectively accounted for 74.2% and 16.3% of our total sales in 
2013. Compared to the overall IC industry, we have greater exposure to the communications and consumer end-
market in particular, which is expected to register strong growth driven substantially by smartphones and tablets. 

In order to serve our various end-markets, we maintain a diversified product mix, which can be 
categorized into three principal product segments: MSLP, analog and memory (both DRAM and NAND Flash 
products) ICs. 

As these product segments typically experience slightly different cycles because the growth drivers and 
business dynamics for each segment differs, our diversified mix allows us to achieve a more stable operating 
performance. In 2013, our MSLP, analog and memory businesses accounted for 46.7%, 37.9% and 15.4% of our 
total sales, respectively. In 2012, our MSLP, analog and memory businesses accounted for 45.2%, 36.3% and 
18.5% of our total sales, respectively. 

Sales Mix Impacting Margins 

Our test and assembly services are priced based on prevailing market prices, taking into account raw 
material, labor and overhead costs, including depreciation. The unit price charged for assembly services is 
generally higher than that for test services as a result of the significantly higher raw material content used in 
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assembly services. On the other hand, while the capital expenditure required for testers may be high, test 
services generally have higher gross margins than assembly services as there is minimal raw material content. 

In 2013, our sales from our assembly business as a percentage of our total sales decreased to 67.0% 
compared with 68.5% in 2012, due to weakness in our assembly-centric analog business, and the phasing out of 
low margin products from our Singapore facility, largely in the MSLP segment and weakness in the memory 
segment. For the same reason, our sales from our test business as a percentage of our total sales increased to 
33.0% compared with 31.5% in 2012.  

At a given level of technology, 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. We have partially 
offset such declines in average selling prices over the last several years by changing our sales mix. In particular, 
we have increased our sales derived from products with new designs, improved our productivity and lowered 
our costs. We also intend to continue to focus on the assembly of more advanced package types, developing and 
offering new technologies in test and assembly services, and using our engineering capabilities to find new 
solutions for older equipment in order to mitigate the effects of declining average selling prices on our 
profitability.  

Capacity Utilization Rate 

Our profitability depends not only on absolute pricing levels for our services, but also on capacity 
utilization rates for our test and assembly equipment. In particular, increases or decreases in our capacity 
utilization rates can significantly affect our gross margins. With an increase in capacity utilization rate, the unit 
cost of test and assembly services generally decreases as fixed costs, such as depreciation expense and operating 
costs, are allocated over a larger number of units and vice versa. 

Our ability to manage our gross profit margins will continue to depend in part on our ability to 
effectively manage our capacity utilization. We intend to continue to optimize our capacity utilization through 
improvements in productivity and efficiency as well as through maintenance and upgrading activities to extend 
the useful life of our equipment. 

Raw Material Costs 

Substantially all of our raw material costs relate to our assembly business as test operations require 
minimal materials. The principal materials used in our assembly business include gold, substrates, leadframes, 
mold compound and epoxy. We expect raw material costs to become an increasingly significant component of 
our cost structure as we continue to expand our assembly business. We work closely with our suppliers to 
continually reduce our raw material costs per unit. See “Business — Major Suppliers.” As we expand our 
assembly business, we are also able to increasingly reduce raw material costs through economies of scale. 

Gold is one of the principal raw materials used in our assembly services and accounted for 15.0%, 
13.6% and 10.3% of our total cost of sales for 2011, 2012 and 2013, respectively. The price of gold has 
fluctuated significantly from an approximate average of $1,363 per troy ounce in 2011 to $1,678 per troy ounce 
in 2012, and to $1,624 in 2013. We may be able to offset a portion of the increased gold prices by passing 
through the price changes to our customers, but our ability to do so largely depends on negotiations with our 
customers. We have entered into certain gold par forward contracts to hedge the gold price risk for part of our 
gold purchase volume, but expect to continue to be subject to significant fluctuations in the price of gold. 

Capital Expenditure 

Our operations, in particular our test operations, are capital intensive and characterized by relatively 
high fixed costs. We have the flexibility of increasing or decreasing the levels of our capital expenditure in 
anticipation of any improvement or deterioration in market conditions. We incurred depreciation expenses of 
$155.5 million, $162.9 million and $151.7 million for 2011, 2012 and 2013 which represented 15.8%, 17.5% 
and 20.3%, respectively, of our total sales for each of those periods. We expect to continue to incur substantial 
depreciation and other expenses as a result of acquisition of test and assembly equipment and facilities. 
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Acquisitions 

Since our privatization in 2007, we have grown our business and operations both inorganically, as well 
as organically. Each new acquisition that we may complete could materially affect our overall results of 
operations and financial profile. We may consider future acquisitions of, or investments in, complementary 
businesses or assets from time to time. On March 1, 2011, we completed a transaction through which we 
increased our ownership interest from 33.7% to 90.0% in UCD Cayman (formerly known as AT2), and on 
October 22, 2013, we had acquired the remaining 10% in UCD Cayman. See “Business — Our History and 
Development” for further details on the AT2 transaction.  

Indebtedness 

In February 2013 and September 2013, GATE issued $625 million and $502.3 million in aggregate 
principal amount of Senior Secured Notes, respectively. See “— Total Borrowings — Long Term Borrowings” 
for further details. Our finance expenses were $79.3 million, $79.6 million and $120.7 million in 2011, 2012 and 
2013, representing 8.1%, 8.6% and 16.1%, respectively, of our total sales in each of those periods. See also “— 
Liquidity and Capital Resources” for the impact of our borrowings on our net cash position.  

Foreign Currency Fluctuations 

See “— Quantitative and Qualitative Disclosures about Market Risk — Foreign Exchange Risks.” 

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. 

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, 
2011, 2012 and 2013 included in this report. 

Goodwill 

For the purpose of impairment testing of goodwill, goodwill is allocated to each of our cash-generating-
units (“CGUs”) expected to benefit from synergies arising from the business combination. The recoverable 
amounts from our CGUs are determined based on value-in-use calculations. The recoverable amount of a CGU 
is the higher of the CGU’s fair value less cost to sell and its value-in-use. These calculations require the use of 
estimates. 

If our estimated gross margin is lowered by 1.0%, the recoverable amounts from the CGUs would be 
reduced by approximately $72.3 million, $130.7 million and $79.7 million for the years ended December 31, 
2011, 2012 and 2013, respectively. If our estimated pre-tax discount rate applied to the discounted cash flows 
for all the CGUs is raised by 1.0%, the recoverable amounts from the CGUs would be reduced by approximately 
$195.6 million, $232.7 million and $182.5 million for the years ended December 31, 2011, 2012 and 2013, 
respectively. The carrying amount of goodwill as of December 31, 2011, 2012 and 2013 will not be impaired in 
the above instances. 
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Property, Plant and Equipment 

Our operations are capital intensive and our plant and machinery represent a significant portion of our 
total assets. Carrying values of plant and machinery were $552.1 million, $506.6 million and $415.1 million as 
of December 31, 2011, 2012, and 2013, respectively. 

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

During the years ended December 31, 2011, 2012 and 2013, impairment charges of $12.8 million, $0.9 
million and $1.7 million, respectively, were recognized on certain plant and machinery, which were due to 
events and circumstances that indicate that the carrying amounts would exceed the recoverable amounts. The 
recoverable amounts of these plant and machinery were determined based on value-in-use calculations. 

Value-in-use calculations were based on discounted cash flow projections derived from financial 
forecasts by us covering the expected life of the assets. 

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 our 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 reassess the likelihood of adverse outcomes resulting from these examinations to 
determine adequacy of provision for taxes.  We have open income tax assessments at the reporting date.  As we 
believe that the income tax positions are sustainable, we have not recognized any additional tax liability on these 
uncertain tax positions. 

Impairment of available-for-sale financial assets 

The available-for-sale financial assets of the Group comprise equity securities and other investments 
that are not traded in an active market.  As of December 31, 2011, 2012 and 2013, the carrying amount of 
available-for-sale financial assets of the Group amounted to $3.8 million, $1.3 million and $1.4 million 
respectively.  The fair value of the unlisted available-for-sale financial assets that are not traded in an active 
market is determined by using valuation techniques in accordance with Notes 2.13 of our audited consolidated 
financial statements for the years ended December 31, 2011, 2012 and 2013, when an objective evidence of 
impairment exists. 

Leases 

We entered into a series of leases for plant and equipment with external leasing companies. We follow 
the “Financial Reporting Standard 17 — Leases” guidance on classifying lease arrangements into finance or 
operating leases. This classification requires significant judgment. In making this judgment, we evaluate 
whether substantial risks and rewards incidental to ownership of the leased assets are assumed by lessor or 
lessee. We concluded that the leases are operating in nature. The operating lease commitments are disclosed in 
Notes 27(b), 29(b) and 29(b) to our audited consolidated financial statements for the years ended December 31, 
2011, 2012 and 2013, respectively. 

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 testing and assembly operations. We charge our test and 
assembly services based on prevailing market prices, taking into account the actual costs involved in providing 
these services, such as testing time, raw materials, labor costs and the order size. 
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We recognize revenue when the amount of revenue and related cost can be reliably measured, when it 
is probable that the collectability of the related receivables is reasonably assured and when the specific criteria 
for each of our activities are met. 

The table below shows, for the periods indicated, the amount and percentage of our total sales 
attributable to each of our service types: 

Service type 

Year ended December 31 
2011 2012 2013 

Amount 
Percentage 

of sales Amount 
Percentage 

of sales Amount 
Percentage 

of sales 

Test .......................................................  334.7 34.1% 293.4 31.5% 246.9 33.0% 
Assembly ..............................................  646.7 65.9% 636.7 68.5% 501.5 67.0% 
Total .....................................................  981.4 100.0% 930.1 100.0% 748.4 100.0% 

The following table sets forth our composition of sales by type of IC as a percentage of total sales: 

Product type 

Year ended December 31 
2011 2012 2013 

Amount 
Percentage 

of sales Amount 
Percentage 

of sales Amount 
Percentage 

of sales 

MSLP ....................................................  477.5 48.6% 420.6 45.2% 349.5 46.7% 
Analog ..................................................  324.2 33.0% 337.4 36.3% 283.7 37.9% 
Memory ................................................  179.7 18.4% 172.0 18.5% 115.2 15.4% 
Total .....................................................  981.4 100.0% 930.1 100.0% 748.4 100.0% 

Based on our unaudited internal management accounts, which reflect an allocation of all sales for each 
of our customers by the type of semiconductor that we believe is their primary manufacturing focus, our sales 
breakdowns by product type for 2012 and 2013 were 45.2% and 46.7% in MSLP, 36.3% and 37.9% in analog 
products, and 18.5% and 15.4% in memory products, respectively. The decline in sales contribution from our 
memory segment is primarily due to lower DRAM sales as a key customer in the memory segment had shifted 
away from commodity DRAM products to specialty DRAM products. This effect was partially offset by 
improving sales in NAND flash products. 

We have a diversified customer base on the basis of geographical distribution. We account for the 
geographical distribution of our sales in terms of three regions based on the countries in which our customers 
are headquartered — the United States, Asia and Europe. 

Geographical region 

Year ended December 31 
2011 2012 2013 

Amount 
Percentage 

of sales Amount 
Percentage 

of sales Amount 
Percentage 

of sales 

United States ........................................  574.1 58.5% 540.3 58.1% 455.2 60.7% 
Asia .......................................................  284.9 29.0% 292.2 31.4% 219.8 29.5% 
Europe...................................................  117.2 11.9% 90.4 9.7% 70.8 9.5% 
Others ...................................................  5.2 0.6% 7.2 0.8% 2.5 0.3% 
Total ......................................................  981.4 100.0% 930.1 100.0% 748.4 100.0% 

Sales in the United States and Europe decreased in 2013 compared to 2012, due to lower analog and 
MSLP sales. Sales in Asia declined in 2013 compared to 2012, due to a decrease in memory sales.  

Cost of Sales 

Our cost of sales principally consists of the cost of raw materials purchased for semiconductor 
assembly services, direct labor costs and overheads, including depreciation and maintenance of production 
equipment, indirect labor costs, indirect material costs, utilities and royalties. 

Other Income — Net 

Other income primarily consists of gain on extinguishment of borrowings, net of expenses, write back 
of unclaimed monies from the previous shareholder of a subsidiary, fair value gains in derivative financial 
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instruments (see “— Derivative Financial Instruments”), interest income, government grants, dividend income, 
sales of scrap, disposal of property, plant and equipment and rental income, which are not part of our sales. 

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 total expenses for the years ended December 31, 2011, 2012 and 2013: 

Expenses 

Year ended December 31 
2011 2012 2013 

Amount 
Percentage 
of expenses Amount 

Percentage 
of expenses Amount 

Percentage 
of expenses 

Selling, general and administrative 68.0 36.7% 63.9 36.6% 57.7 27.9%
Research and development ..................  19.1 10.3% 18.8 10.8% 12.3 5.9%
Finance .................................................  79.3 42.8% 79.6 45.6% 120.7 58.3%
Others ...................................................  18.8 10.2% 12.2 7.0% 16.4 7.9%
Total .....................................................  185.2 100.0% 174.5 100.0% 207.1 100.0%
 

Selling, general and administrative expenses primarily include salary, remuneration and other 
personnel related expenses for sales and marketing staff, administrative staff and directors. 

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 amortization of intangible assets, such as 
software. 

Finance expenses consist mainly of interest expense on borrowings related to the indebtedness under 
the Indenture, previous senior term loan facilities and the second priority floating rate and second priority fixed 
rate term loans (the “second priority term loans”), and finance leases. 

Other expenses consist primarily of impairment loss of property, plant and equipment, and 
professional, legal and consultancy fees in relation to mergers and acquisitions and restructuring activities.   

Share of Loss of Associated Companies 

Share of loss of associated companies includes profits and losses from our interests in Nepes Pte. Ltd., 
AT2 and ASint. 

Income Tax (Expense)/Credit 

Our income tax (expense)/credit reflects the income tax expenses or credit payable 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 investment allowances in each applicable jurisdiction. 
For further details of our policies on income taxes, refer to Notes 2.17 and 8(a) to our consolidated annual 
financial statements, which are included elsewhere in this 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. 

Results of Operations 

 Year ended December 31 

 2011 2012 2013 

 ($ in millions, except percentages) 

Sales ........................................................ 981.4 100.0% 930.1 100.0% 748.4 100.0% 

Cost of sales ............................................ (798.5) (81.4%) (795.2) (85.5%) (650.7) (86.9%) 
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Gross profit.............................................. 182.9 18.6% 134.9 14.5% 97.7 13.1% 
Other income — net ................................ 25.3 2.6% 7.2 0.8% 37.3 5.0%
Expenses:       
Selling, general and administrative ........ (68.0) (6.9%) (63.9) (6.9%) (57.7) (7.7%) 
Research and development ..................... (19.1) (1.9%) (18.8) (2.0%) (12.3) (1.6%)
Finance .................................................... (79.3) (8.1%) (79.6) (8.6%) (120.7) (16.1%) 
Others ...................................................... (18.8) (1.9%) (12.2) (1.3%) (16.4) (2.2%) 
Share of profit/(loss) of associated 

companies ............................................ (0.1) * 0.7 0.1% (4.5) 0.6% 
Profit/(loss) before tax ............................ 23.0 2.4% (31.7) (3.4%) (76.5) (10.2%) 
Income tax expense ................................. (8.3) (0.8%) (13.7) (1.5%) (2.5) (0.3%)
Profit/(loss) after tax ............................... 14.7 1.6% (45.4) (4.9%) (78.9) (10.6%) 
Minority interests .................................... (2.1) (0.2%) (1.7) (0.2%) (1.3) (0.2%) 
Profit / (loss) after minority interest ....... 12.7 1.3% (47.1) (5.1%) (80.3) (10.7%) 
Earnings before interest, taxes, 

depreciation and amortization 
(“EBITDA”)(1)(3) .................................. 273.5 27.9% 226.0 24.3% 211.3 28.2% 

Plus:       
Impairment/write-off of available-for-

sale financial assets and property, 
plant and equipment ............................. 13.4  2.6  1.7  

Share option expenses ............................. -  -  -  
Mergers and acquisition expenditure ...... 0.1  -  -  
Restructuring costs .................................. 4.4  6.2  10.1  
(Gain) on write-off of net liabilities 

/Loss on write-off of net assets on 
liquidation of subsidiaries .................... (0.7)  0.3 

 

- 

 

Legal settlement and its related fees ....... 2.6  2.1  1.6  
Share of loss of associated companies .... 0.1  (0.7)  4.5  
Fair value loss/(gain) on derivative 

financial instruments  ........................... 0.9  (0.6)  -  
Bargain purchase on acquisition of a 

subsidiary ............................................. (14.8)  -  -  
Currency translation loss/(gain)  ............. 2.5  1.3  (1.2)  
Write-off of expenditure on initial 

public offering ..................................... -  2.2  0.2  
Gain on write-off of payables ................. (0.8)  -  -  
Write-off of overpayment by customer .. -  -  0.2  
Gain on extinguishment of 

borrowings, net of expenses ................ - 
 

-  (21.1)  
Write-back of unclaimed monies from 

the previous shareholders of a 
subsidiary ............................................. - 

 

-  (4.8)  
Redemption liabilities ............................. -  0.2  -  
Adjusted EBITDA(2)(3) ............................ 281.2  239.7  202.4  

_____ 
Notes: 

*  value insignificant 

(1) EBITDA represents net profit (loss) adjusted for (i) income tax (expense) credit; (ii) finance income 
and finance expense; (iii) depreciation and amortization, which represent depreciation of property, 
plant and equipment and amortization of intangible assets, transaction costs on borrowings and deferred 
expenses and (iv) commitment fees. 

(2)  Adjusted EBITDA represents EBITDA adjusted for (i) impairment/ write-off of available-for-sale 
financial assets and property, plant and equipment; (ii) impairment of goodwill; (iii) M&A expenditure; 
(iv) share of loss of associated companies; (v) non-cash fair value loss/ (gain); (vi) one-time 
expenditure, and gain, and (vii) Forex (Gain) / Loss - unrealized. 
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(3)  EBITDA and Adjusted EBITDA are generally used as supplemental financial measures by our 
management and by external users of our financial statements, such as investors and commercial banks, 
to assess: 

(a) the financial performance of our assets without regard to financing methods, capital structure 
or historical cost basis; 

(b) the ability of our assets to generate cash sufficient to pay interest on our indebtedness; 

(c) our operating performance and return on invested capital as compared with those of other 
companies in the assembly and test services business, without regard to financing methods and 
capital structure; and 

(d) our compliance with certain financial covenants included in our debt agreements. 

(4) EBITDA and Adjusted EBITDA are not measurements of financial performance or liquidity under 
SFRS, International Financial Reporting Standards (“IFRS”) 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, IFRS or U.S. GAAP or as an alternative to cash flow from operating activities 
as a measure of liquidity. EBITDA and Adjusted EBITDA some, but not all, items that affect total 
profit, and it may vary among other companies. Accordingly, EBITDA and Adjusted EBITDA may not 
be comparable to similarly titled measures used by other companies. 

Year Ended December 31, 2013 Compared to Year Ended December 31, 2012 

Sales.  Sales decreased 19.5% to $748.4 million in 2013 from $930.1 million in 2012. This was 
primarily due to: (i) a conscious decision to phase out low margin products from our Singapore facility, (ii) the 
closure of the facilities at UCD, (iii) weakness of a key customer in the memory segment, and (iv) softness in 
our analog business. Each of these factors are further described below. These factors are further elaborated upon 
below. 

(i) We continue to engage in cost control and restructuring initiatives. Other than the cost-control 
restructuring initiatives initiated in 2012 (namely, reduction in employees in Singapore and Chengdu, phasing 
out of low margin products in Singapore, optimization of operating leases, and reduction in corporate costs), we 
have also discontinued our operations in Chengdu as further described below. We are also in the process of 
consolidating our operations across our two Singapore facilities into one, among other initiatives.  

(ii) Having considered the under-utilization of our facility in Chengdu held by UCD and net losses 
incurred by UCD which amounted to $9.5 million in 2012, we also discontinued our operations at Chengdu and 
eventually disposed of our facilities, property and certain ancillary assets at UCD in the fourth quarter of 2013. 

(iii) We experienced weakness in demand from a key customer in the memory segment, and such 
weakness in demand was also due to the shift in that customer’s strategy to move away from commodity DRAM 
products to specialty DRAM products.  

(iv) We experienced stiff competition in our analog business, but have since regained market share.  

As a result of these factors, our test services sales decreased 15.8% to $246.9 million in 2013 from 
$293.4 million in 2012. 

Our assembly services sales decreased 21.2% to $501.5 million in 2013 from $636.7 million in 2012, 
and our test services sales decreased 15.8% to $246.9 million in 2013 from $293.4 million in 2012. The decline 
in our assembly services sales was more significant compared to the decrease in sales for our test services sales 
due to weakness in our assembly-centric analog business, and the phasing out of low margin products from our 
Singapore facility, largely in the MSLP segment and weakness in the memory segment.  

Cost of sales.  Cost of sales decreased 18.2% to $650.7 million in 2013 from $795.2 million in 2012. 
The decrease in cost of sales was principally due to lower sales and costs savings achieved as a result of our cost 
control and restructuring initiatives. Our cost of sales as a percentage of sales increased to 86.9% in 2013 
compared to 85.5% in 2012, due to lower sales. 
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Gross profit.  Gross profit decreased 27.5% to $97.7 million in 2013 from $134.9 million in 2012. 
Gross profit as a percentage of sales was 13.1% in 2013 compared to 14.5%. The decrease in our gross margin 
was primarily due to a decline in sales. 

Other income — net.  Other income-net in 2013 increased to $37.3 million compared to $7.2 million in 
2012. This increase was attributable to certain one-off items and other operating income in 2013. The one-off 
items in 2013 were primarily a gain of $21.1 million due to the extinguishment of the second priority term loans 
in exchange for the issuance of $502.3 million in aggregate principal amount of Senior Secured Notes on 
September 30, 2013, the write back of unclaimed monies (being the acquisition consideration payable by GATE 
in its acquisition of USG) by the previous shareholders of USG of $4.8 million and a write off of overpayments 
by customers of $0.2 million, all of which were partially offset by a loss of $0.3 million from the settlement of a 
redemption liability on account of the increase of the Group’s interest in UCD Cayman from 33.7% to 90.0%. 
Contributing to the increase in other income-net in 2013 were our other operating income consisting primarily 
of sales of scrap of $3.3 million, net gain on the disposal of property, plant and equipment of $2.6 million, other 
income of $2.3 million (comprising $1.5 million of other income and $0.8 million for service tooling), foreign 
exchange gains of $1.1 million, interest income of $1.0 million, rental income of $0.6 million and government 
grant income of $0.3 million.   

Selling, general and administrative expenses.  Selling, general and administrative expenses decreased 
9.7% to $57.7 million in 2013 from $63.9 million in 2012 principally due to lower sales and the restructuring 
initiatives. Selling, general and administrative expenses as a percentage of sales increased to 7.7% in 2013 
compared to 6.9% in 2012 due to lower sales.  

Research and development expenses.  Research and development expenses decreased 34.7% to $12.3 
million in 2013 from $18.8 million in 2012 primarily due to the restructuring initiatives referred to above. 

Finance expenses.  Finance expenses were $120.7 million in 2013 compared to $79.6 million in 2012. 
Our finance expenses increased in 2013 compared to 2012 due to the Senior Secured Notes, which have higher 
interest expenses than the debt which was refinanced and/or cancelled, and the one-time accelerated 
amortization of transaction costs upon the early prepayment of the previous senior term loan facilities and 
second priority term loans. 

Other expenses.  Other expenses were $16.4 million in 2013 compared to $12.2 million in 2012. This 
increase was primarily due to the restructuring initiatives referred to above. 

Share of loss of associated companies.  In 2013, our share of loss of associated companies was $4.5 
million, compared to a our share of profit of associated companies of $0.7 million in 2012 arising from our share 
of losses of Nepes Pte. Ltd. 

Loss before tax.  Our loss before tax was $76.5 million in 2013 compared to loss before tax of $31.7 
million in 2012. 

Income tax expense.  Our consolidated income tax expense was $2.5 million in 2013 compared to 
income tax expense of $13.7 million in 2012 primarily as a result of lower taxable profits.  

Year Ended December 31, 2012 Compared to Year Ended December 31, 2011 

Sales.  Sales decreased 5.2% to $930.1 million in 2012 from $981.4 million in 2011 primarily due to 
the continued weakening of the global market conditions in the third quarter of 2012 and the phasing out of low 
margin products from Singapore (as part of the cost rationalization exercise we commenced in the last quarter of 
2011 which continued through the end of 2012). 

In 2012, we had relocated the assembly of certain of our lower margin products in our MSLP business 
from our higher cost manufacturing facilities in Singapore to Dongguan, China. As a result of this relocation, 
some of our customers ceased to use our test and assembly services in Singapore for the wired products which 
were transitioned to Dongguan while they completed the qualification process for our Dongguan facilities. In 
addition, as we no longer provided certain of these low margin assembly services in Singapore in 2012, certain 
of our customers also ceased to outsource associated test services to us. Other than the migration of some of our 
business to China, we had also returned some of our leased testing equipment as their operating leases expire. 



 

29 
 SG\6974423.7 

As a result of these factors, as well as the weaker global markets in 2012 (compared to 2011), our test 
services sales decreased 12.4% to $293.4 million in 2012 from $334.7 million in 2011. 

Our assembly services sales decreased 1.5% to $636.7 million in 2012 from $646.7 million in 2011. 
The decline in our assembly services sales was less significant compared to the decrease in sales for our test 
services sales as we gained market share in the memory and analog product segments as a result of competitive 
pricing in our memory segment and strong QFN packaging capability in our analog segment (which also has 
fewer associated test services). Our market share gains were offset by the weaker market conditions and 
relocation exercise described above. 

Cost of sales.  Cost of sales decreased 0.4% to $795.2 million in 2012 from $798.5 million in 2011. 
The decreased in cost of sales was principally due to lower sales but higher assembly mix which also resulted in 
our cost of sales as a percentage of sales increasing to 85.5% in 2012 compared to 81.4% in 2011. 

Gross profit.  Gross profit decreased 26.2% to $134.9 million in 2012 from $182.9 million in 2011. 
Gross profit as a percentage of sales was 14.5% in 2012 compared to 18.6% in 2011. The decrease in our gross 
margin was due to higher assembly revenue mix, which has lower gross margins, resulting in the dilution of the 
higher gross margins from our test services. 

Other income — net.  Other income-net in 2012 decreased to $7.2 million compared to $25.3 million in 
2011. The $7.2 million other income-net in 2012 consists primarily of sales of scrap of $3.8 million, interest 
income of $1.5 million, gain on disposal of property, plant and equipment of $1.5 million, other income of $1.5 
million, rental income of $1.2 million, net fair value gain on derivative financial instruments of $0.6 million, 
government grant income of $0.6 million, impairment loss on available for sale financial assets of $1.8 million, 
currency translation losses of $1.3 million and loss on liquidation of subsidiaries of $0.3 million. The $25.3 
million other income-net in 2011 consists primarily of bargain purchase gain from AT2 restructuring of $14.8 
million, sales of scrap of $5.2 million, other income of $2.0 million, gain on disposal of property, plant and 
equipment of $1.5 million, interest income of $1.3 million, rental income of $1.1 million, government grant 
income of $1.0 million, gain on liquidation of subsidiaries of $0.7 million, gain on write off of payables of $0.7 
million, dividend income of $0.6 million, currency translation losses of $2.5 million and losses on derivative 
financial instruments of $0.9 million. 

Selling, general and administrative expenses.  Selling, general and administrative expenses decreased 
6.0% to $63.9 million in 2012 from $68.0 million in 2011. Selling, general and administrative expenses as a 
percentage of sales remained constant at 6.9% in 2012 and 2011, despite lower sales in 2012 due to the cost 
savings initiatives implemented in 2012 which were realized in the second half of 2012. 

Research and development expenses.  Research and development expenses decreased 1.3% to $18.8 
million in 2012 from $19.1 million in 2011 primarily due to the decrease in headcount of research and 
development personnel. 

Finance expenses.  Finance expenses were $79.6 million in 2012 compared to $79.3 million in 2011. 
Our finance expenses increased in 2012 compared to 2011 due to an increase in the amortization of the expenses 
incurred in the privatization of USG in 2007. 

Other expenses.  Other expenses were $12.2 million in 2012 compared to $18.8 million in 2011 
primarily due to expenses related to an aborted capital raising exercise of $2.2 million and restructuring costs of 
$6.2 million. 

Share of loss of associated companies.  In 2012, our share of profit of associated companies was $0.7 
million, compared to a $0.1 million loss in 2011 arising from our share of losses of Nepes Pte. Ltd. 

Loss before tax.  Our loss before tax was $31.7 million in 2012 compared to profit before tax of $23.0 
million in 2011. 

Income tax expense.  Our consolidated income tax expense was $13.7 million in 2012 compared to 
income tax expense of $8.3 million in 2011 primarily as a result of an increase in the effective tax rate due to the 
end of the investment allowance in UTC. See “— Taxes — Taiwan” for further details. 
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Liquidity and Capital Resources 

Our operations are capital intensive. We have funded our operations and growth primarily through a 
mixture of short and long-term loans and cash flows from operations. As of December 31, 2013, our primary 
sources of liquidity included cash and cash equivalents of $217.9 million and GATE’s undrawn credit facilities 
under the Senior Revolving Credit Facility of $125.0 million. As at the date of this report, the Senior Revolving 
Credit Facility remains undrawn. 

We believe that after taking into account the expected cash to be generated from operations and the 
financial resources currently available to us, we have sufficient liquidity for our present and anticipated working 
capital needs, our debt service obligations, and for other cash requirements, for the 12 months following the date 
of this report. 

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 
2011 2012 2013 

(audited) 
($ in millions) 

Net cash provided by operating activities .............................................. 252.6 219.7 184.3 
Net cash used in investing activities ...................................................... (175.9) (93.2) (33.7) 
Net cash provided by/(used in) financing activities .............................. (93.9) (194.7) (133.9) 
Net increase/(decrease) in cash and cash equivalents ........................... (17.1) (68.1) 16.7 
Cash and cash equivalents at beginning of financial year/ period ........ 286.4 269.3 201.2 
Cash and cash equivalents at end of financial year/period ................... 269.3 201.2 217.9 

 

Cash Flows from Operating Activities 

Net cash provided by operating activities was $184.3 million for the year ended December 31, 2013, 
and was $219.7 million for the year ended December 31, 2012. The difference of $35.4 million was primarily 
due to lower receipts from customers as a result of lower sales partially offset by lower payments for operating 
expenses, and higher finance expenses. 

Net cash provided by operating activities was $219.7 million for the year ended December 31, 2012, 
and was $252.6 million for the year ended December 31, 2011. The difference of $32.9 million was primarily 
due to lower receipts from customers as a result of lower sales partially offset by lower payments for operating 
expenses. 

Cash Flows from Investing Activities 

Net cash used in investing activities was $33.7 million during the year ended December 31, 2013. The 
principal component of the cash outflow was $50.3 million used for the acquisition of property, plant and 
equipment, which was partially offset by proceeds from the disposal of certain equipment and the facilities and 
property of UCD. 

Net cash used in investing activities was $93.2 million during the year ended December 31, 2012. The 
principal component of the cash outflow was $99.6 million used for the acquisition of property, plant and 
equipment, which was partially offset by proceeds from the disposal of certain equipment. 

Net cash used in investing activities was $175.9 million during the year ended December 31, 2011. The 
principal component of the cash outflow was $195.1 million we used for the acquisition of property, plant and 
equipment. 

Cash Flows from Financing Activities 

Net cash used in financing activities was $133.9 million during the year ended December 31, 2013. 
Cash flows from financing activities principally included $636.6 million in repayment of borrowings, $607.5 
million from proceeds of the issuance of the Senior Secured Notes in February 2013, $70.6 million in interest 
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payment, $32.0 million in payment of financing fees, $1.7 million of dividends paid to minority shareholders 
and $0.4 million in repayment of finance lease obligations under our finance leases.  

Net cash used in financing activities was $194.7 million during the year ended December 31, 2012. 
Cash flows from financing activities principally included $117.2 million in repayment of borrowings, $73.7 
million in interest payment, $3.2 million of dividends paid to minority shareholders and $0.6 million in 
repayment of finance lease obligations under our finance leases. 

Net cash used in financing activities was $93.9 million during the year ended December 31, 2011. Cash 
flows from financing activities principally included $73.1 million in cash interest paid, $2.4 million of dividends 
paid to minority shareholders, $0.5 million for the repayment of finance lease liabilities and $17.9 million for 
the repayment of borrowings, of which $6.2 million was made by GATE and $11.7 million was made by UDG. 

Capital Expenditures 

Capital expenditures represent purchases of property, plant and equipment in any given period, 
excluding those we acquired through a business combination. The expansion of our capacity through our capital 
expenditures from 2011 to 2013 allowed us to obtain up-to-date equipment and technology, which resulted in 
older equipment with legacy technology comprising only a low proportion of our equipment base. In 2013, our 
capital expenditure was $50.3 million and related mainly to expansion in our wafer level chip scale packaging 
and our MSLP testing capacity.  

In 2012, our capital expenditure was $99.6 million and related mainly to expansion in our analog 
assembly capacity, memory product testing capacity and our MSLP assembly and testing capacity. Our capital 
expenditure for 2012 related mainly to expansion in our MSLP and memory testing capacity and analog 
assembly capacity.  

In 2011, our capital expenditure was $195.1 million and related primarily to purchases of equipment 
and machinery in relation to our expansion of our assembly operations, with additions to our capability in flip 
chip and wafer level chip scale packaging, and our MSLP and memory testing capacity.  

We expect our cash capital expenditure for 2014 to be approximately $100.0 million. Our capital 
expenditure in 2014 is expected to be in line with our capital expenditures in previous years, as we intend to 
focus on expanding our advanced packaging services and test capacity expansion and at the same time, continue 
to focus on increasing the utilization rates across our installed base of equipment in all our product segments in 
which we have substantially invested prior to 2014. 

We expect to fund our budgeted capital expenditure through existing cash, cash generated from 
operations and proceeds from the planned sale of one of our facilities in Singapore. We periodically review our 
budgeted capital expenditure during the year and may revise such budget as we deem necessary.  

Turnover Days/Credit Policy 

The following table shows the turnover days for inventory, debtors and creditors for the years ended 
December 31, 2011, 2012 and 2013. 

 Year ended December 31 
 2011 2012 2013 

Inventory turnover days(1)  67 68 76 
Trade receivable turnover days(2)  53 53 56 
Trade payable turnover days(1)  92 104 99 
 
Notes: 

(1) Inventory turnover days are calculated using the following formula: average of the beginning and 
ending inventory balance of the financial period multiplied by 365 days divided by costs of inventories 
recognized as an expense which is included in cost of sales. Trade payable turnover days are calculated 
using the following formula: average of the beginning and ending trade payable balance of the financial 
period multiplied by 365 days divided by purchases of inventories and capitalized property, plant and 
equipment. 
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(2) Trade receivable turnover days are calculated using the following formula: average of the beginning 
and ending trade receivable balance of the financial period multiplied by 365 days divided by sales. 

 
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 2013, 2012 and 2011, our inventory turnover days were 76 days, 68 days and 67 days respectively, 
as we maintained a longer inventory period at the request of our customers.  

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 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. 

Our trade receivable turnover days was 56 days in 2013. Our trade receivable turnover days remained 
constant at 53 days in 2012 and 2011.  

As of December 31, 2013, 2012 and 2011, our average trade payable turnover days were 99 days, 104 
days and 92 days, respectively. Our higher levels of trade payable turnover days in and were a result of longer 
payment terms for fixed assets. In 2013, our trade payable days decreased to 99 days due to lower fixed asset 
purchases. In 2012, our trade payable days increased to 104 days due to longer payment terms for fixed assets. 
Our lower levels of trade payable turnover days in 2011 were a result of normalization of payment terms with 
suppliers as the industry recovered from the global financial crisis. 

Total Borrowings 

As of December 31, 2013, the total amounts outstanding under our long-term and short-term 
borrowings were $1,093.7 million, after deducting unamortized charges. As of March 31, 2014, the total 
amounts outstanding under our long-term and short-term borrowings were $1,094.9 million, after deducting 
unamortized charges, the details of which are set out below.  

Long-Term Borrowings 

The following table sets out certain details relating to our long-term borrowings: 

Facility 
Borrower/ 

Issuer 

Amount 
outstanding as of 
March 31, 2014 

Total 
committed 

amount Interest rate Maturity 
 ($ in millions) 

Senior Secured Notes ........ GATE 1,094.4(1) 1,127.3 10.0% February 2019 
Senior Revolving Credit 

Facility........................ 
GATE - 125.0 LIBOR + 

applicable 
margin(2) 

February 7, 
2018 or 
earlier(2) 

 
Notes: 

(1) This amount represented the indebtedness under the Senior Secured Notes after deducting unamortized loan 
facility and related charges of $32.8 million as of March 31, 2014. The total indebtedness outstanding under the 
Senior Secured Notes without deducting unamortized loan facility and related charges was $1,127.3 million. 

(2) See “Description of Indebtedness and Other Material Contracts —Senior Revolving Credit Facility Agreement” 
for details of the applicable margin and maturity date. 

Short-Term Borrowings 

Our short-term borrowings comprise primarily of conventional revolving credit facilities and trade 
financing facilities. 
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UTL currently has a revolving credit facility of up to 175.0 million Thai Baht with The Siam Commercial Bank 
Public Company Limited (“SCBPCL”), which may be utilized for working capital purposes. As of March 31, 
2014, this facility has not been utilized.  

UTL also currently has bank guarantee facilities for an aggregate of up to 121 million Thai Baht 
provided by SCBPCL, Bangkok Bank Public Company Limited (“BBL”) and Krung Thai Bank Public 
Company Limited (“KTB”), pursuant to which UTL may instruct either of these banks to issue bank 
guarantee(s) for the payment of custom duties and certain other operating expenses. The fees payable for the 
issuance of the bank guarantees are 1.25% per annum for SCBPCL and BBL, and 2.0% per annum for KTB. As 
of March 31, 2014 guarantees of an aggregate amount of 73 million Thai Baht have been issued under these 
facilities. These facilities are reviewed and renewed on an annual basis. In deciding whether to renew the 
facilities, the relevant banks assess the financial position of UTL annually by comparing it with other similar 
companies in the same industry. 

UTC has a letter of credit facility of an amount of $7.0 million with Ta Chong Bank, which has an 
undrawn balance of $6.0 million as of March 31, 2014. 

Contractual Obligations 

Our contractual obligations include long-term debt obligations (principally long-term bank loans), 
finance lease obligations (generally two 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 plant and machinery) 
and capital obligations (contractual commitments for capital expenditure). On a consolidated basis, our total 
commitments for debt, and pursuant to finance leases, operating leases and purchase agreements as of December 
31, 2013 were as follows:  

 Payments due by period 
 

Total 
Less than 

1 year 5 years 
More than 

5 years 

 ($ in millions)

Total debt obligations  .................. 1,748.5(1) 106.0 457.7 1,184.9 
Finance lease obligations  ............ 0.4 0.2 0.2 - 
Operating lease obligations  ......... 27.9 6.1 16.8 5.0 
Capital obligations  ...................... 17.4 17.4 - - 
Total ............................................. 1,794.3 129.7 474.7 1,189.9 
_______________ 
Note: 

(1) Total debt obligations include the sum of all undiscounted future interest obligations (based on certain 
assumed interest rates) on the Senior Secured Notes. 

Sales of our subsidiaries (who are not guarantors of the Senior Secured Notes) accounted for 
approximately $186.7 million, or 25.0%, of our total sales for the year ended December 31, 2013, and assets 
accounted for approximately $201.2 million, or 12.4%, of our total assets, and liabilities accounted for 
approximately $32.0 million, or 2.5%, of our total liabilities, in each case as of December 31, 2013. 
 
Finance Leases 

We have leased certain plant and equipment under finance leases. As of December 31, 2013, our total 
finance lease obligations were $0.4 million. Lease terms generally range from two 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 

Historically, 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. However, the extent to which such seasonality has impacted our 
operations (including our sales and inventory levels) has been varied and affected by changes in macroeconomic 
conditions and end-product cycles, as evidenced by our results of operations in recent years. 



 

34 
 SG\6974423.7 

Off-balance Sheet Arrangements 

We do not currently 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 was 
filed, and an amended complaint was filed in the Supreme Court of the State of New York, New York County, 
on February 10, 2014 and March 14, 2014 respectively, by certain purported holders of GATE’s Senior Secured 
Notes due 2019, alleging certain claims in relation to the issuance of the $502.3 million in aggregate principal 
amount of Senior Secured Notes on September 30, 2013. The claims asserted include alleged breaches of 
GATE’s intercreditor agreement and the Indenture, fraudulent inducement and fraud with respect to certain 
plaintiffs’ purported purchases of the Senior Secured Notes. The amended complaint seeks monetary damages 
and declaratory relief, including a declaration that the issuance of the Senior Secured Notes on September 30, 
2013 caused an event of default under the Indenture. GATE is of the view that it has substantial defences to 
these claims and intends to vigorously defend the plaintiffs’ lawsuit. 

Derivative Financial Instruments 

We are exposed to fluctuations in currency exchange rates and interest rates. Our hedging policy allows 
us to manage our exchange rate and interest rate risks as we may employ derivative instruments such as forward 
foreign currency swaps, foreign currency forward contracts, options and interest rate swaps to mitigate the 
financial risks associated with certain anticipated cash flows, assets and liabilities. 

Based on our overall currency rate exposure, we have adopted a foreign currency hedging policy for 
certain of our committed or forecasted currency exposures. In particular, we typically hedge primarily against 
Singapore dollars, Thai Baht and Chinese Renminbi by entering into currency forward contracts, typically with 
terms of less than 18 months. We have adopted hedge accounting for these currency forward contracts with 
effect from January 1, 2011. 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 and Chinese Renminbi. In 2011, 2012 and 2013, we entered into foreign 
currency forward contracts to protect us from fluctuations in exchange rates. The duration of these instruments 
are generally less than 18 months. In 2013, 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. See “— Quantitative and Qualitative Disclosures about Market Risk — Foreign 
Exchange Risks” for further details on our exposure to currency risks. 

We may employ other off-balance sheet derivative instruments such as foreign currency option 
contracts in addition to interest rate swaps and foreign currency forward contracts to manage our interest rate 
and foreign exchange exposure. These instruments would be used solely to reduce or eliminate the financial 
risks associated with our assets and liabilities and not for trading or speculation purposes. Our objective is to 
qualify 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. 

We have a hedging policy in place to manage our risks arising from fluctuations in commodity prices, 
particularly gold prices. We have entered into and may enter into additional gold par forward contracts to hedge 
the gold price risk for part of our gold purchase volume. See “— Quantitative and Qualitative Disclosures about 
Market Risk — Commodity Price” for further details on our exposure to commodity prices. 

Our hedging policies described above are reviewed by UTAC Holdings’ Audit Committee, and the 
specific structure, contracting pricing, tenor and notional amount of any hedging arrangement must be approved 
by our Chief Financial Officer. 
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Taxes 

Singapore 

We were granted pioneer status under the Economic Expansion Incentives (Relief from Income Tax) 
Act with respect to our income from the assembly, packaging and testing of advanced semiconductor devices, 
which excludes non-operating income, such as interest and rental income, for 10 years starting in March 1999. 
Subsequently, the EDB further extended our pioneer status until February 2014, subject to fulfillment of certain 
conditions by February 2012, including requirements related to the purchases of fixed assets and the 
maintenance of a minimum number of research and development employees. During the pioneer status period, 
the income from qualifying activities is exempt from income tax, subject to compliance with such conditions. 
The income from non-qualifying activities during the pioneer status period, such as interest and rental income, is 
subject to income tax at the prevailing corporate tax rate, which was 17.0% for the years of assessment 2011, 
2012 and 2013. The majority of the profits of our Singapore operations are currently derived from pioneer 
activities. We were unable to fulfill certain conditions set by the EDB relating to the development investment 
threshold by February 2013. As a result, EDB intends to revoke our pioneer status for a certain number of years 
in which we enjoyed tax incentives. Consequently, the tax incentives for the revoked period which we 
previously obtained under our pioneer status would no longer apply and our income for the revoked period will 
be subject to the prevailing corporate tax rates. We believe that we have sufficient unabsorbed capital allowance 
to offset any corporate income tax payable on our taxable income for the years of assessment 2011 to 2013 
notwithstanding that the tax incentives under the pioneer status would no longer apply for such years of 
assessment. 

We have been granted exemptions under the Major Exporter Scheme (the “MES 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 MES scheme into the Approved Contract 
Manufacturer and Trader (“ACMT”) scheme. This enhanced ACMT scheme is valid for three years beginning 
April 1, 2009, and is subject to renewal. We have applied to the Inland Revenue Authority of Singapore for 
renewal of the ACMT scheme and in the interim, the ACMT scheme continues to apply to us.  

Taiwan 

The general corporate tax rate applicable to us in Taiwan is 17.0%, effective from January 1, 2010. 
However, our Taiwan subsidiary, UTC, as a profit-seeking enterprise incorporated in Hsinchu Science Park, 
Taiwan, is entitled to certain tax benefits pursuant to the Act for the Establishment and Administration of 
Science Parks and qualifies as an entity conferred with certain tax incentives under Article 6 of the Statutes of 
Upgrading Industries. The tax incentives include tax credits of up to 35.0% for certain research and 
development and employee training expenses (and, if the amount of expenditure exceeds the average amount of 
expenditure for the preceding two years, 50.0% of the excess amount may be credited against tax payable) and 
from 5.0% to 20.0% for certain investments in automated equipment and technology. These tax credits must be 
utilized within five years from the fiscal year in which they arise. In the years ended December 31, 2011, 2012 
and 2013, the assessment of tax credits has resulted in certain tax savings for UTC. 

Since the Income Basic Tax Act was implemented in 2006, most of the tax incentives UTC enjoys have 
been reduced to the extent of the alternative minimum income tax, which is 10.0% 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$2 million from the Basic Income (which is taxable income plus tax-exempt 
income), and multiplying the difference by a tax rate of 10.0%, which is adjustable to 12.0% depending on 
economic conditions. 

The Statutes of Upgrading Industries was replaced by the Statute for Industrial Innovation which 
allows UTC to enjoy tax credits on research and development only. The Statute for Industrial Innovation revised 
research and development tax incentives which allows UTC to claim a credit for 15.0% of its research and 
development expenditures to offset up to 30.0% of its income tax in the current year. The tax credits cannot be 
carried forward and any unused tax credits will be forfeited. This tax incentive applies for a period of 10 years, 
and is retroactively effective from January 1, 2011 until December 31, 2019. 
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For the years ended December 31, 2011, 2012 and 2013, 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. 

Thailand 

The general corporate income tax rate applicable to companies in Thailand was reduced from 30.0% to 
23.0% for the accounting periods beginning on or after January 1, 2012, and to 20.0% for the accounting periods 
beginning on or after January 1, 2013 for two years. 

Our subsidiary in Thailand, UTL, has been granted certain tax exemptions for the testing and assembly 
of ICs and components, including (i) exemption from the payment of import duty on machinery approved by the 
Board of Investment of Thailand (“BOI”); (ii) exemptions from the payment of income tax for certain 
manufacturing operations for a certain period; and (iii) exemptions from the payment of import duty on raw or 
essential materials used in the manufacturing of export products for a certain period. As a BOI promoted 
company, UTL must comply with certain rules and conditions stated in the investment promotion certificates 
issued by the BOI, including specified deadlines for the commencement of operations for the tax incentive 
project and restrictions on relocation of the tax incentive project. For the years ended December 31, 2011, 2012 
and 2013, 41.9%, 35.1% and 39.7%, respectively, of UTL’s taxable income was eligible for such tax 
exemptions and UTL’s taxable income that was ineligible for such tax exemptions was subject to the general 
corporate income tax rate of 30.0% in 2011, 23.0% in 2012 and 20.0% in 2013. 

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. 

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. 

Our exposure to cash flow interest rate risks arises mainly from non-current variable-rate borrowings. 

Our borrowings at variable rates on which effective hedges have not been entered into are denominated 
in United States dollars. If the United States dollar interest rates increase or decrease by 50 basis points with all 
other variables including tax rate being held constant, the profit or loss after tax for the year ended December 
31, 2013 will be lower or higher by approximately $1.5 million, as a result of higher or lower interest expenses 
on these borrowings. 

Commodity Price 

We purchase certain raw 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 
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of financial instruments to hedge commodity prices, partly because of the contract pricing utilized. See also “— 
Factors Affecting Our Results of Operations — Raw Material Costs” for further details on our gold forward 
contracts and “— Derivative Financial Instruments” for details of our hedging policies. 

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 

In the PRC, 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 RMB is to be 
converted into foreign currency and remitted out of the PRC to pay capital expenses such as the repayment of 
bank loans denominated in foreign currency. 

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 an invested company. Also, in 
the event that the said invested company reduces its capital for purposes of returning the capital, 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 
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 the profits as a 
legal reserve, unless such legal reserve amounts to the total authorized capital. 

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. 

Recent Accounting Pronouncements under SFRS  

New Accounting Standards and SFRS Interpretations Effective 2014 

Certain new standards, amendments and interpretations to existing standards have been published and 
are mandatory for our accounting periods beginning on or after January 1, 2014 or later periods and which we 
have not early adopted. Our assessment of the impact of adopting those standards, amendments and 
interpretations that are relevant to us is set out below: 

• FRS 27 (revised 2011) — Separate Financial Statements (effective for annual periods beginning on 
or after January 1, 2014) 

• FRS 110 — Consolidated Financial Statements (effective for annual periods beginning on or after 
January 1, 2013) 

• FRS 112 — Disclosure of Interests in Other Entities (effective for annual periods beginning on or 
after January 1, 2013) 

We anticipate that the adoption of the above FRSs and amendments to FRS will not have a material 
impact on our financial statements in the period of their initial adoption. 
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BUSINESS 

Overview 

We are a leading provider of semiconductor test and assembly services for ICs used in MSLP, analog 
and memory products, all of which are used primarily in the communications and consumer, and computing 
end-markets. In 2013, test and assembly services accounted for 33.0% and 67.0%, respectively, of our total 
sales. The MSLP, analog and memory product segments accounted for 46.7%, 37.9% and 15.4%, respectively, 
of our total sales in 2013. The communications and consumer, and computing end-markets accounted for 71.9% 
and 21.4%, of our total sales for 2012, and 74.2% and 16.3%, of our total sales for 2013, respectively. 

Our customers consist primarily of fabless companies, IDMs and wafer foundries, and include 
Broadcom, Dialog, Formosa Advanced Technologies Co., Ltd (“Formosa”), Linear, Maxim, Murata 
Manufacturing, ON Semiconductor, RDA, SanDisk, Spreadtrum, STMicro, TSMC and Texas Instruments, 
among others. 

In 2013, we had sales of $748.4 million, a decrease of 19.5% compared to sales of $930.1 million in 
2012. In 2012, we had sales of $930.1 million, a decrease of 5.2% compared to sales of $981.4 million in 2011. 
Our Adjusted EBITDA for 2013 was $202.4 million, a decrease of 15.6% compared to Adjusted EBITDA for in 
2012 of $239.7 million. Our Adjusted EBITDA for 2012 was $239.7 million, a decrease of 14.8% compared to 
Adjusted EBITDA for 2011 of $281.2 million.  

We are headquartered in Singapore, with production facilities located in Singapore, Taiwan, Thailand 
and China. In China, our facilities are located in Dongguan and Shanghai. 

As of December 31, 2013, our production facilities covered an area of approximately 245,218 square 
meters, and we operated 2,466 wire bonders and 1,054 testers. In addition to our test and assembly facilities, we 
have a global sales network focused on four regions: the United States, China, Asia (excluding China) and 
Europe, with sales offices and employees located in each of these regions. 

Our Strengths 

We believe that the following strengths differentiate us from our peers in the OSAT industry and 
contribute to our success in growing our revenues, maintaining attractive margins and generating stable cash 
flows: 

Strong competitive positions across a diversified product portfolio  

We operate across a diversified portfolio comprising MSLP, analog and memory products which is 
unique in the OSAT industry. In 2013, these segments contributed 46.7%, 37.9% and 15.4%, respectively, to 
our sales. The diversity of our portfolio allows us to achieve a more stable operating performance, in part, 
because the growth drivers and business dynamics for each product segment tend to differ. In addition, our 
ability to allocate our resources, including our manufacturing capacity, across our wide product portfolio allows 
us to better optimize productivity and investment requirements. 

We have distinct competitive positions in each product segment: 

• MSLP.  We have market leading MSLP test service capabilities and are a leading test service 
provider to our key MSLP customers. We leveraged these capabilities to initially win business 
from many of our large customers and have since successfully broadened our engagements to full 
turnkey solutions. We believe we have the critical scale within this segment to realize economies 
of scale and cost efficiencies. 

• Analog.  We are a leading OSAT provider in the analog product segment. Our large scale and 
broad portfolio of analog packaging technologies has been key to our continued leadership. For 
example, we have benefited from our strong capabilities in QFN packages, which are being 
increasingly used in analog ICs in smartphones and tablets. 
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• Memory.  We are a leading OSAT provider in the NAND Flash product segment with established 
relationships with some of the leading players. While this product segment is a smaller contributor 
to our overall business, it has generated stable revenues with attractive margins. We believe that 
we are well-positioned to benefit from any increased demand for NAND Flash products. 

Advanced testing capabilities driving deeper customer relationships and growth in turnkey business 

Test services are characterized by high degree of engineering complexity and customization, and 
therefore require extensive collaboration with customers. In many instances, this involves customers granting us 
access to their proprietary technologies so that we can develop optimal, tailored test software solutions for them. 
In addition, test services have stringent customer qualification processes which require significant resource 
commitments to complete. As a result of the complex and highly customized nature of test services, and the 
extensive collaboration required with customers, we believe there are high barriers to entry for new entrants to 
this segment of the industry. 

We possess advanced testing capabilities supported by an extensive installed base of test equipment as 
well as years of accumulated engineering experience. Our technology know-how and expertise in test services 
have enabled us to secure many of our largest customers and achieve high levels of customer retention. This in 
turn has allowed us to cross-sell turnkey solutions and achieve more consistent growth. 

We currently derive a higher proportion of sales from testing services compared to other leading OSAT 
providers which contributes to our attractive EBITDA margins. In 2013, test and assembly services accounted 
for 33.0% and 67.0%, respectively, of our total sales.   

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

We have developed long-standing and well-established relationships with a broad range of customers, 
many of whom are leaders in their respective product segments. The average age of our relationship with our top 
10 customers is currently 11 years.  Our MSLP customers include Broadcom, Dialog, RDA, Spreadtrum, 
STMicro and TSMC and our analog customers include Linear, Maxim, ON Semiconductor, STMicro and Texas 
Instruments. We have significant market share with our key MSLP and analog customers. We also play a key 
role in the production processes of our NAND Flash customers such as SanDisk and Formosa.  

The strength and longevity of our relationships is based on a number of competitive advantages we 
deliver to our customers including access to technological know-how and expertise, deep engineering 
experience, faster time-to-market, lower costs and lower capital investments, combined with a high level of 
customer service and support. 

We believe the breadth and depth of our relationships allow us to maintain our business with 
customers, increase opportunities for cross-selling and achieve stability in our operating performance. 

Well-positioned in fast growing end-markets and geographies 

We generated over 74.2% and 71.9% of our sales in 2013 and 2012, respectively, from the 
communications and consumer end-markets. We believe that the communications IC segment is currently 
witnessing strong growth driven substantially by smartphones and tablets. A large proportion of the ICs we test 
and/or assemble are used in smartphone and tablet devices. We believe the breadth of products and services we 
offer in this high growth end-market is a significant competitive strength. 

We were an early entrant into the China market, having first established operations in Shanghai in 
2003, and consolidated our position with the acquisition of ASAT Limited (now known as UHK) and its 
subsidiary, ASAT Semiconductor (Dongguan) Limited (now known as UDG), in 2010. Our facilities in 
Shanghai and Dongguan are located in close proximity to major semiconductor fabless companies, foundries or 
to electronics system maker clusters. Our location in these strategic areas allows us to work closely with 
domestic Chinese semiconductor companies and positions us favorably with global fabless and IDM customers 
who are migrating their operations to China. Our China manufacturing footprint also enables us to lower our 
costs, maintain greater operational flexibility, and position us for growth in China.  
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Track record of stable margins and strong cash flow generation 

We believe our diversified product portfolio and our strong cost control capabilities have enabled us to 
maintain healthy margins. Our Adjusted EBITDA margin from 2011 to 2013, a period which experienced 
market fluctuations, compares favorably to other leading OSAT players. Our Adjusted EBITDA margin was 
28.7%, 25.8% and 27.0% for 2011, 2012  and 2013, respectively. 

A combination of resilient EBITDA margins, and high discipline and flexibility in capital investments 
has allowed us to generate stable cash flows. 

Experienced management team with a proven execution track record 

Our senior management team has extensive experience in the semiconductor industry gained at leading 
IDMs, wafer foundries and other independent OSAT providers. Our Chief Executive Officer, Dr. W. John 
Nelson, has been in the semiconductor industry for more than 30 years, and on average, our senior management 
team members have over 20 years of experience in the semiconductor industry. Our management team has been 
able to grow our company while maintaining margins and generating healthy cash flow even through cyclical 
downturns. Our management team’s track record is further demonstrated by our mergers and acquisitions 
achievements, having successfully executed and integrated four strategic acquisitions since our incorporation. 
Each acquisition has brought us unique strengths and capabilities and expanded our customer base. 

Our Strategy  

Continue to strengthen and cultivate existing customer relationships within attractive end-markets 

We intend to continue to focus on the communications and consumer end-markets by leveraging our 
expertise across the MSLP, analog and memory product segments. In order to support the evolving needs of our 
customers, we intend to continue to develop advanced technologies and offer customized solutions. In addition 
to targeting leading industry players, we are also focused on developing our relationships with emerging players. 
For example, we were early supporters of the Chinese domestic fabless industry and we have built key customer 
relationships with the leading fabless players in this market. 

Focus on our test business and leverage our core competency in testing to provide more turnkey solutions, 
and capture new customers  

We intend to increase our focus on expanding our test business, which is one of our key strengths, to 
improve our margins. We also intend to leverage our strength in testing and our depth of customer relationships 
to drive our turnkey business. As a result of our partnership with our customers in test services, we believe we 
are able to develop unique insights and achieve a deep understanding of our customers’ technology roadmap and 
overall OSAT requirements. Leveraging this knowledge, we intend to continue cross-selling our assembly 
services to existing customers, and to target turnkey business from new customers by emphasizing our strong 
expertise and reputation in testing.   

We continue to intensify our sales and marketing efforts to regain market share and capture new 
customer opportunities in the semiconductor assembly and test services industry.  

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. 

We are also committed to continually reducing costs, managing working capital and enhancing our 
margins and profitability. In this respect, we have and are taking decisive actions to improve the financial 
performance of the Group and have delivered on many of the initiatives laid out in 2012. For example, we have 
ceased operations in our loss-making Chengdu facility and phased out lower margin assembly business in 
Singapore with a focus towards the higher-margin test business. These two initiatives impacted our revenue for 
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China and Singapore, but helped to improve our overall profit margin. Through these cost reduction efforts and 
a strategic alignment of our business focus, we were able to reduce our cost of sales year-on-year by 18% which 
helped to off-set a drop in 2013 revenue due to a reduction in business with a memory customer and lower 
analog revenue in line with macroeconomic weakness in the semiconductor industry.  The planned sale of one 
of our facilities in Singapore will also help to reduce our cost structure and fund our capital expenditure 
requirements in 2014.   

Reviewing organisational design and process to drive improvements in efficiency and productivity 

We are also reviewing our organizational design and processes to drive improvements in efficiency and 
productivity. We have strengthened our management team with several key appointments in 2013 and 2014 
such as Mr Douglas Devine (as our Chief Financial Officer), Mr Jim Cao (as our Senior Vice President of 
Operations), Mr Asif Chowdhury (as our Senior Vice President of Marketing), Mr. Jeffrey R. Osmun (as our 
Senior Vice President of Sales), and Mr. K. Thiveanathan (as our Chief Human Resource Officer). These new 
senior appointments as well as others in the mid-management level will provide us with the management depth 
and breadth to effect changes towards greater operational excellence and customer satisfaction.  

Our History and Development 

USG was incorporated in Singapore as a private company limited by shares under the Companies Act, 
Chapter 50 of Singapore, as “United Test Center Singapore Pte. Ltd.” in November 1997. USG started 
operations in 1998 and in 1999 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 
IDM. This acquisition enabled USG to begin offering memory test services in late 1998 within months of its 
plant commissioning and shortly after that, USG extended its services to include turnkey testing and assembly of 
DRAM. 

In May 2000, USG changed its name to “United Test and Assembly Center Ltd” and converted to a 
public limited company. In the same year, USG began offering turnkey solutions for MSLP semiconductors and 
in September 2001, USG launched wCSP™, its proprietary array package for advanced DRAM semiconductors. 
In August 2003, USG incorporated USC, which is a wholly foreign owned enterprise located in Waigaoqiao, a 
free trade zone in Shanghai, China. The primary focus of USC is to provide wafer probing and final testing 
services to our customers in China. USG completed an initial public offering in Singapore in February 2004. 

In March 2005, through a share swap agreement, USG acquired UTC, a test company in Taiwan, for an 
aggregate share consideration of 651,570,458 ordinary shares in the capital of USG. UTC’s test business, being 
mostly memory based, increased USG’s sales from Asian customers, particularly customers in Taiwan. 

In May 2005, we entered into a share purchase agreement with SMIC pursuant to which we acquired 
certain preference shares representing a 33.3% ownership interest in AT2 for a total consideration of $30.0 
million. In 2007, our shareholding interest in AT2 was increased to 33.7% as a result of AT2’s repurchase and 
cancellation of shares from one of its shareholders. AT2 provides test and assembly services through a wholly-
owned subsidiary, Semiconductor Manufacturing International (Chengdu) Corporation (now known as UCD), in 
Chengdu in China. Pursuant to the terms of a shareholders agreement between SMIC, AT2 and us, we had the 
right to require AT2 to redeem our ownership interest at a price to be determined in accordance with the 
shareholders agreement. See “Management’s Discussion and Analysis of Financial Condition and Results of 
Operations — Critical Accounting Policies — Investment in Associated Company.” In March 2011, as 
consideration for the repurchase and cancellation of all the preference shares of AT2, new ordinary shares of 
AT2 were issued to SMIC and us, which increased our ownership interest in UCD Cayman from 33.7% to 
90.0%. For a period of five years commencing from the first anniversary of the listing of UTAC Holdings, UHK 
(or an affiliate designated by UHK), has the right to acquire, and SMIC has the right to sell to UHK, all of 
SMIC’s 10.0% ownership interest in UCD Cayman. 

In October 2005, USG entered into a joint venture business agreement with Nepes Corporation and 
certain unrelated third party individual investors to establish a joint venture to build the first wafer bumping 
facility in Singapore. The initial investment in this joint venture was $30.0 million, and we subsequently 
invested an additional $5.0 million resulting in USG having an ownership interest of approximately 19.9%. The 
facility provides us with access to wafer bumping facilities for our flip chip technology, which has enhanced our 
offering of turnkey solutions. 
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In June 2006, USG purchased a 95.8% controlling stake in UTL from an unrelated third party for 
$168.7 million, and as of the date of this report, we have increased our total shareholding in UTL to 97.3%. 
Currently, UTL operates three facilities in and near Bangkok, Thailand. Our acquisition of UTL added a strong 
analog assembly business to our service offerings. On April 8, 2010, UHK established UTH as a vehicle for the 
transfer of UTL to the UHK branch of our group, and on September 10, 2010, USG completed the sale of its 
97.3% stake in UTL to UTH. 

In September 2007, UTC, our wholly-owned subsidiary, invested NT$40 million for a 20.0% 
ownership interest in ASint. In the same year, ASint issued additional bonus shares to UTC, which increased 
UTC’s ownership interest in ASint to approximately 22.9%. ASint is a professional memory supplier. As of the 
date of this report, UTC’s interest in ASint has been diluted to 13.2% from 22.9%. 

On October 23, 2007, we underwent a privatization whereby GATE acquired 100.0% of the issued 
share capital of USG and its subsidiaries for a total cash consideration of approximately $1,727.1 million. 

On February 4, 2010, we acquired all of the equity ownership of ASAT Limited (now known as UHK), 
and its subsidiary, ASAT Semiconductor (Dongguan) Limited (now known as UDG), with its semiconductor 
test and assembly operations in Dongguan, China, from ASAT Holdings Limited for a cash consideration of 
$44.3 million. 

On July 22, 2011, GATH entered into a sale and purchase agreement with UTAC Holdings pursuant to 
which UTAC Holdings acquired 100.0% of the issued ordinary shares in GATE based on the net asset value of 
GATE and its subsidiaries as of March 31, 2011 in consideration for the issue of 799,999,998 ordinary shares in 
UTAC Holdings. 

In 2013, we discontinued our operations at Chengdu and consolidated our China operations at 
Dongguan and Shanghai.  

Our Products and Services 

Service Type 

We provide a comprehensive range of semiconductor test and assembly services. We classify our 
operations and sales by service type: test and assembly. The table below shows, for the periods indicated, the 
amount and percentage of our total sales attributable to each of our major service types: 

 Year ended December 31 

 2011 2012 2013 

Service type Amount 
Percentage of 

sales Amount 
Percentage of 

sales Amount 
Percentage of 

sales 

 ($ in millions, except percentages) 
Test .....................................  334.7 34.1% 293.4 31.5% 246.9 33.0% 
Assembly ............................  646.7 65.9% 636.7 68.5% 501.5 67.0% 

Total ...................................  981.4 100.0% 930.1 100.0% 748.4 100.0% 
 
Test Services 

Semiconductor testing ensures that the performance and functionality of the IC conforms to the product 
specifications. Testing ICs requires significant technical expertise and knowledge of the specific applications 
and functions of the IC. We offer two principal types of test services: wafer probing and final testing. 

Wafer probing. Wafer probing refers to the procedure carried out prior to assembly whereby a 
processed wafer is tested to determine if the ICs that have been fabricated on it are functioning according to 
customer specifications. ICs that fail to meet customers’ specifications are marked for disposal and yield data is 
compiled to aid our customers in future design and optimization of production processes. Our wafer probing 
services involve the use of testers that are designed to run sophisticated testing software. Separate hardware 
extensions called probers are attached to each tester which is fitted with customized probe cards that are used to 
establish electrical contacts with each processed wafer. Wafer probing is sometimes also described as wafer 
sorting or front-end testing. 
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Final testing. The series of product verification and quality assurance procedures that are carried out on 
assembled ICs and semiconductor devices before they are ready to be shipped is known as final testing. Final 
testing analyzes certain attributes of each IC against a range of key parameters predetermined by our customers 
to assess the functionality of the IC and conformity to customers’ specifications. Final testing hardware and 
software may be the same as or similar to that which is involved in wafer probing, except that instead of a 
prober, a hardware extension called a handler is used in final testing. 

The equipment and test programs we use to carry out our test services are customized to accommodate 
the requirements of specific types of ICs and semiconductor devices. We work closely with our customers to 
align our investments in testers with their product roadmaps and we seek to invest in tester models whose 
capabilities can be upgraded as our customers’ products become increasingly sophisticated. Due to our expertise 
in testing, our customers generally rely on us to make recommendations to them regarding the optimization of 
the production process during their product development phase using results we obtain from testing their 
products. 

Additionally, in the course of carrying out our wafer probing and final testing services, we offer the 
following value-added services to our customers: 

Test program development services. We offer this service to our customers to complement their 
internal resources and provide them with test solutions to reduce their time-to-market. Our engineers work 
closely with our customers’ product test and design teams to understand their product functionalities and 
requirements. We recommend potential test plans and test platforms that would allow their products to be tested 
in a more cost effective and efficient manner. 

Test program conversion services. Our customers utilize this service when they need to migrate their 
products between test platforms in a quick and cost effective manner. Our service can enable our customers to 
utilize higher-capacity or less expensive test platforms than the platforms they were previously using, thereby 
increasing throughput, accelerating time-to-market and reducing total test costs. 

Product/test optimization. We continuously assess the test results of our customers and recommend test 
solutions that can achieve more effective test coverage, lower redundancy, shorten test times, reduce costs, 
improve logistics and streamline process flows. As such, our technical team is able to assist our customers in 
improving the quality of their products. 

In each of these areas, our engineers work extensively with customers to analyze test requirements and 
production data and to fine-tune test program parameters based on the actual performance requirements of each 
type of IC. This iterative process is a critical part of the test services we offer to customers. As a result of this 
close collaboration with our customers and our knowledge of our customers’ requirements, we have been able to 
maintain long-standing business relationships with most of our customers. 

Assembly Services 

Following wafer probing, a series of additional manufacturing steps are required to separate the ICs 
into individual die and then to integrate each die into a protective package that can be directly incorporated into 
an electronics system, such as a mobile phone, or subsystem, such as a memory module. This series of 
manufacturing steps is referred to as semiconductor assembly or packaging. 

A semiconductor package is a customized electromechanical interconnected solution that protects a die 
from exposure to adverse environmental conditions in a way that maximizes the assembled device’s 
performance and enables it to be fitted onto a printed circuit board. There are a large number of categories and 
subcategories into which packages are classified based on the design of the device. 

We offer customers complete end-to-end assembly services on a subcontract basis for many of the 
MSLP, analog products and memory semiconductors that we test. These services include design consultation, 
planning services, raw materials procurement and volume production of specific packages. Our package 
development group interacts with customers early in the design process to determine the best package types for 
their products and to develop the most efficient and cost effective process for manufacturing the package. 
Leveraging on our specialized expertise in respect of package attributes and design guidelines and our 
accumulated experience with a diverse range of products, our engineers work in consultation with our customers 
to create a package design that will allow them to optimize the performance of their final products while 
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achieving a low total cost per unit. We also offer value-added services such as assisting with the design of 
leadframe and array packages, selection of materials, and package modeling and prototyping. 

We classify our package portfolio into two main categories: array packages and leaded packages. 

Array packages. Array packaging represents one of the fastest growing areas in semiconductor 
assembly. This technology involves the use of an epoxy-based substrate as a base for the IC. The underside of 
each substrate features a grid, or array, of solder balls, which are aligned to a corresponding array of contact 
points on a printed circuit board during system assembly and then melted together to form a permanent 
interconnection. In assembling an array package, we use a machine called a wire bonder to connect the die to 
terminals on the top surface of the substrate with fine gold or copper wires. We then encapsulate the die and the 
wires with molding compound to protect them from damage. Array packaging offers customers a number of 
distinct advantages, including reduced size, more electrical connections to the printed circuit board, greater 
reliability, lower power dissipation and enhanced electrical signal integrity. As such, this format is commonly 
used for high performance semiconductors and applications for electronics systems where size and portability 
are important, such as mobile phones and MP3 players. 

ARRAY PACKAGES 

 
Leaded packages. Leaded or leadframe packages have been in existence since semiconductors were 

first developed and are still the most widely used package type in the industry today. Due to their cost 
effectiveness, reliability and versatility, leaded packages continue to be deployed in almost every electronics 
application, including desktop and notebook PCs, communications equipment, consumer electronics devices, 
automobile electronics and household appliances. With this type of assembly format, we use wire bonders and 
gold or copper wires to attach the die to a leadframe, or a metal loop featuring legs, or leads, arranged in parallel 
along its perimeter. We encapsulate the die, wires and their contact points with the leadframe in molding 
compound, leaving the ends of the leads extending from the periphery of the package so that the assembled 
device can be inserted into a corresponding socket on a printed circuit board. While leaded packages cannot 
accommodate as many electrical connections as array packages and are subject to certain size constraints, they 
are significantly more cost effective. As such, we believe that with certain enhancements to improve the 
electrical and thermal performance of existing leaded packages, as well as to shrink their footprints and allow 
for the integration of multiple chips within a single package, leaded packages will continue to be used in a wide 
variety of high volume applications for the foreseeable future. 
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LEADED PACKAGES 

 
Within the two main categories described above, we offer a wide range of different package types 

including the following: 

BGA packages. BGA refers to any standard array package including array-type chip scale packages 
(“CSPs”), which are BGAs whose overall dimensions are no larger than 120.0% of the die housed within the 
package body. In a typical BGA, the semiconductor die is placed on top of a plastic or tape laminate substrate 
rather than a leadframe. The die is connected to the circuitry in the substrate by a series of fine gold or copper 
wires that are bonded to the top of the substrate near its edges. BGA technology is typically used for higher 
performance and high pin count semiconductors, including digital signal processors, advanced microprocessors 
and microcontrollers, application-specific ICs and PC chipsets. Our various BGA designs can accommodate 
between 16 and 900 I/Os and in some cases also feature enhancements to facilitate improved heat dissipation or 
finer bonding pitches. We provide CSPs with dimensions as small as 4x4 millimeters. 

fc BGAs packages. Like conventional BGA products, our fc BGA solutions are array packages that 
connect to a printed circuit board using solder balls located on the underside of the substrate. With flip chip 
technology, however, an array of solder bumps or solder balls is formed directly on the active surface of the die 
itself during a specialized process called wafer bumping or ball drop. Rather than using a wire bonding process 
subsequently to attach the die to a substrate, flip chip assembly involves flipping the die over onto the substrate 
so that the solder bumps on the die align with corresponding electrical bonding pads on the substrate. This 
technology further improves the thermal and electrical performance of the assembled device and enables a 
higher density of interconnections, which in turn allows for smaller package footprints. Flip chip technology is 
used in a wide array of applications ranging from consumer products to highly sophisticated application-specific 
ICs and digital signal processors. Our designs can accommodate between 42 and 1500 I/Os. 

QFN packages. QFNs are leadframe based packages with non-protruding metal leads along all four 
sides of their periphery, allowing for a reduced package footprint. QFNs have a package thickness typically 
ranging from 0.3 to 1.0 millimeters. Their small outline profile makes them suitable for application in handheld 
devices such as smartphones, tablet computers and digital cameras. QFNs have an exposed metal surface that 
allows for better heat dissipation, making them also suitable for high power devices. To cater to a wider variety 
of customer needs, we also offer multi-row QFNs, with more I/Os, and exposed top QFNs that further improve 
thermal dissipation. Our QFN assembly services serve several customer product segments, including 
communications, industrial, computing and digital consumer electronics. Our QFNs range from three to 128 
I/Os. 
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Thin small outline packages (“TSOPs”). TSOP is a family of standard leaded assembly formats that 
feature a rectangular package body, with leads extending from two sides of its perimeter. Our TSOP packages 
have been custom-designed for use with most types of DRAM and Flash memory products and can 
accommodate between 48 and 86 I/Os. These packages are commonly used in personal computers, servers and 
consumer electronics devices. 

Quad flat packages (“QFPs”). QFPs are leaded formats that feature leads extending from all four sides 
of their periphery, thereby allowing for a greater number of I/Os relative to TSOPs. The overall height of a QFP 
as it sits on a printed circuit board also tends to be lower than for other leaded packages, which is useful in 
electronics systems where space is limited, such as consumer electronics multimedia products, mobile phones, 
notebook PCs, automotive electronics, hard disk drives and certain telecommunications subsystems used in 
Ethernet and integrated services digital network, applications. Our designs can accommodate between 44 and 
208 I/Os, with profiles as low as 1.0 millimeter. 

Small outline integrated circuits (“SOICs”). An SOIC is a leaded surface mount package with “gull 
wing” leaded form, where the lead form is bent outwards at the tip. The tip is the seating area, which is bonded 
to the printed circuit board. SOICs are available in narrow, standard and wide size packages. Some analog 
packages, particularly used in the power management products, are also available in exposed pad versions. The 
exposed pad package has the center leadframe area exposed to the bottom side of the package, mainly for 
thermal performance improvement. This exposed pad region is soldered to the printed circuit board and the 
majority of the heat is dissipated through this region. The non-exposed pad version has the mold compound 
covering the entire bottom side of the package. Besides the exposed pad version, some power analog products 
use fused leadframe SOIC packages. The fused leadframe SOIC package connects a few of the internal leads to 
the die attach region to dissipate higher levels of heat. The fused leadframe design is internal to the molded area 
and it cannot be detected from outside of the package. 

Stacked-die CSPs. In addition to packages designed to house just a single die, we also offer a number 
of stacked-die CSPs in both leaded and array formats for MSLP products which are primarily used in the 
communications and computing segments. To enable higher functional density and performance, this 
technology facilitates the integration of two or more dies in a stacked arrangement within the same package 
body. Stacked-die CSPs are commonly used in handheld electronics applications, such as smartphones and 
camcorders. The designs we offer can accommodate between 48 and 200 I/Os and up to five stacked dies. 

Other small outline packages (“SOPs”). We also offer Quad-size Small Outline Packages, Thin Shrink 
Small Outline Package, Micro Small Outline Packages, Small Outline Discrete Packages and Thin Shrink Small 
Outline Discrete Packages. These SOPs are surface mounted packages with “gull wing” leadframes but differ in 
package outline dimension, thickness and lead pitch. The number of leads for SOPs ranges from 3 to 56 I/Os. 

Wafer level packages. We also offer wafer level packages, which require us to utilize the silicon chip 
with redistributed layers and solder bumps to provide an inter-connection to the printed circuit board. 

wCSPTM. We have also custom designed our own proprietary version of the high-performance CSP 
assembly format, adapting it to the specific requirements of advanced memory products, including DDR, DDR2, 
DDR3 and low power synchronous DRAM (“SDRAM”). Our wCSPTM solutions are used in desktop and 
notebook PCs, wireless peripherals and mobile handheld electronic devices, such as video cameras and digital 
cameras. With this special type of array packaging, we attach the die across a narrow cavity at the center of the 
substrate, thereby allowing for shorter connections that in turn result in enhanced electrical and thermal 
performance. The low profile and fine ball pitch of our wCSPTM packages provide additional configuration, size 
and performance benefits. Furthermore, we have specifically designed these packages so that their overall 
outline can be kept constant through successive die shrinks that are common in memory semiconductor 
manufacturing. Our wCSPTM can accommodate between 54 and 84 I/Os, or electrical connections, with a printed 
circuit board. 

Dual inline memory module (“DIMM”). We also offer DIMM packages, which are a series of DRAM 
chips mounted on the printed circuit board, designed for personal computers, services and workstations 
requiring higher memory capacity and faster data transfer. 

Other assembly services. In addition to the assembly services described above, we also offer single in-
line packages (“SiPs”) and module assembly services, both of which combine one or more die together with 
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related active and passive components in a single, modular subsystem. This approach facilitates increased 
functional density and faster time-to-market. 

As part of our service support, we also provide wafer backgrinding services whereby we use 
specialized equipment to thin individual wafers to a specified thickness, enabling their die to be stacked in 
stacked-die CSPs and SiPs or incorporated into especially low profile packages. Additionally, we provide 
marking services, whereby we use lasers to inscribe information such as customers’ names and logos and 
product part or serial numbers on each assembled device, as well as other specialized packing services and 
value-added logistics support, such as warehousing and drop shipment, or delivery of semiconductor devices to 
our customers’ global end-customers. 

Types of Semiconductor Devices 

In addition to the classification of our operations by service type, we also classify our operations and 
sales by the type of semiconductor device: MSLP, analog and memory. The table below shows, for the periods 
indicated, our total sales breakdown of our test and assembly services by product type: 

 Year ended December 31 

 2011 2012 2013 

Product type Amount 
Percentage of 

sales Amount 
Percentage of 

sales Amount 
Percentage of 

sales 
 ($ in millions, except percentages) 
MSLP ...................  477.5 48.6% 420.6 45.2% 349.5 46.7% 
Analog .................  324.2 33.0% 337.4 36.3% 283.7 37.9% 
Memory ...............  179.7 18.4% 172.0 18.5% 115.2 15.4% 

Total ....................  981.4 100.0% 930.1 100.0% 748.4 100.0% 
 

In the MSLP product segment, we focus on the communications and consumer, and computing end-
markets, including products used in smartphones, tablet computers, communications infrastructure equipment, 
data storage, networking devices and set-top boxes. The end-markets for analog products are very broad as they 
are used in nearly all electronic devices. In the memory product segment, we focus on DRAM and Flash 
memory. We provide test and assembly services for both NAND and NOR Flash memory products. We 
anticipate that Flash products will continue to represent a growing part of our business in the future. 

Marketing and Sales 

Many of our customers are leading or emerging companies in the faster growing market segments of 
the semiconductor industry such as the communications and consumer segments. We continue to focus our 
marketing efforts on these high growth segments. 

Our marketing and sales efforts are channeled towards four regions, namely, the United States, China, 
Asia (excluding China) and Europe. We support our customers through a network of sales offices and 
employees in these regions. Our sales offices and employees are typically located close to our customers to 
enhance our service responsiveness. 

Our marketing teams regularly visit our customers and prospective customers to enhance customer 
awareness and familiarity with our test and assembly services. We supplement our sales efforts by presenting 
technical papers and participating in industry technical seminars and conferences. We emphasize our 
competitive edge in providing test solutions, our ability to offer turnkey solutions for a broad range of 
semiconductors and our advanced assembly technology. 

We have dedicated teams of account managers, customer service and program management staff to 
service our customers. Each of these teams focuses on specific customer accounts and geographic regions. Their 
main objectives are to provide value-added customer service by helping customers to resolve their test and 
assembly issues in a timely fashion, working closely with our customers to develop and manage new product 
introduction programs for their test and assembly needs and managing new product qualifications and 
production ramps. 

As of December 31, 2013, we had 140 employees who primarily engage in marketing and sales efforts 
for our company. 
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Major Customers 

We provide test and assembly services to a growing number of customers worldwide consisting 
primarily of fabless companies, IDMs and wafer foundries. For the years ended December 31, 2012 and 2013, 
we derived approximately 45.1% and 47.1% of our sales from fabless companies, 49.7% and 45.0% of our sales 
from IDMs, 4.1% and 6.2% of our sales from wafer foundries, and 1.1% and 1.7% of our sales from other 
manufacturers, respectively. 

Some of our major customers include Broadcom, Dialog, RDA, Sitel, STMicro and TSMC and their 
respective subsidiaries and affiliates in respect of our MSLP business, Linear, Maxim, ON Semiconductor, 
STMicro and Texas Instruments and their respective subsidiaries and affiliates in respect of our analog business 
and its subsidiaries and affiliates in respect of our memory business. In some cases, we initially provided 
services to these manufacturers for a particular semiconductor segment and subsequently expanded our 
relationships with them to provide services to them in other semiconductor segments.  

Test and assembly service customers generally require that our facilities undergo a stringent 
qualification process prior to volume testing or production during which the customer evaluates our operations 
and production processes. The qualification process can take up to six 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. The correlation process typically takes up to two weeks but can take longer depending on the 
requirements of the customer. Due to this time-consuming qualification process, we believe that semiconductor 
manufacturers are generally reluctant to switch semiconductor testing and assembly companies once such 
companies have been qualified. 

Customers typically qualify only a few test and assembly service providers to meet their outsourcing 
needs. We have long-standing business relationships with most of our customers. We have provided services to 
our top five customers and ten customers by sales for an average period of 12 years and 11 years, respectively. 
We continue to expand our customer base and have been successfully qualified by new customers. 

As a result of our dedication to quality customer service, we have received recognition for our services 
from many of our customers. For example, in 2013, we received the SanDisk Supplier Excellence Award. In 
2010, we received the Excellence in Manufacturing Support Award from Volterra and ON Semiconductor, 
Quality Award from Lattice Semiconductor, 10-Years Partnership & Success Award from SanDisk, Excellent 
Service Provider Award from SMIC and Best Partner Award from RDA.  

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 

 2011 2012 2013 

Top customer by sales as percentage of total sales .......................  16.4% 14.5% 16.2% 
Top three customers by sales as percentage of total sales ............  37.5% 35.0% 31.7% 
Top five customers by sales as percentage of total sales ..............  49.3% 48.2% 43.2% 
Top ten customers by sales as percentage of total sales ................  63.4% 66.0% 62.5% 
 

Our customers are geographically diverse. We account for geographical distribution of our sales based 
on the countries in which our customers are headquartered, which we classify into three regions, in line with our 
sales and marketing efforts: United States, Asia and Europe. The variations in geographical distribution of sales 
can be primarily explained by the regions where clusters of semiconductor companies (including our customers) 
are situated. The table below sets forth the geographical distribution of our sales: 
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Geographical region 

Year ended December 31 
2011 2012 2013 

Amount 
Percentage 

of sales Amount 
Percentage 

of sales Amount 
Percentage 

of sales 

United States ........................................  574.1 58.5% 540.3 58.1% 455.2 60.7% 
Asia .......................................................  284.9 29.0% 292.2 31.4% 219.8 29.5% 
Europe...................................................  117.2 11.9% 90.4 9.7% 70.8 9.5%
Others ...................................................  5.2 0.6% 7.2 0.8% 2.5 0.3% 
Total ......................................................  981.4 100.0% 930.1 100.0% 748.4 100.0% 
 
Research and Development 

Our research and development teams work closely with our customers to ensure that our test and 
assembly services meet their evolving needs and expectations, working with suppliers is a small part of quality 
improvement. As of December 31, 2013, we employed 71 engineers and technicians dedicated to research and 
development. 

Our test research and development team 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 assembly research and development team is focused on developing new advanced package designs 
and assembly techniques and enhancing the performance of our existing packages through reducing package 
size, improving thermal and electrical performance, and integration into subsystems and full systems. Our 
design and engineering teams actively participate in the early stages of the IC and package design process with 
our customers to determine and fulfill the requirements of their end-products. 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 2000, we have developed in-house processes for the assembly of several semiconductor package 
families such as TSOP, wCSPTM, QFN, stacked-die CSP, SiP and various BGA packages including tape BGAs 
and fc BGAs. 

We also pursue research and development opportunities with other members of the semiconductor 
industry. We have collaborated with certain of our foundry customers to develop package solutions and will 
continue such partnerships in the future. In addition, we have initiated research and development activities with 
a research institute in Singapore on next generation packaging technology, including Thru-SiliconVia 3D 
packaging and wafer level packaging, and will continue to maintain such cooperation. 

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, 2011, 2012 and 2013, were $19.1 million, $18.8 million and $12.3 million, 
which represented 1.9%, 2.0% and 1.6%, respectively, of our sales in those years. 

Major Suppliers 

As our test operations generally do not require raw materials, substantially all of our raw material costs 
are incurred by our assembly operations. The principal materials used in our assembly business include gold, 
copper, substrates, leadframes, mold compound and epoxy. The prices of leadframes, laminate substrates, gold 
wire, molding compound, epoxy, tubes and trays may fluctuate. We expect material costs to become an 
increasingly significant component of our cost structure as we continue to expand our assembly business. We 
are also developing 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. 

We generally purchase raw materials based on regular weekly and monthly forecasts provided to us by 
our customers. We manage our inventory of raw materials through a combination of maintaining a 30-day 
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inventory and on a “just-in-time” basis. We work closely with our primary materials suppliers to ensure the 
timely availability of supplies of materials, and we are not dependent on any one supplier for a substantial 
portion of our materials requirements. The materials we procure are generally available and we are able to meet 
our production requirements from multiple sources through qualifications of new materials suppliers, periodic 
negotiation and placement of written purchase orders. We also work closely with our suppliers to continually 
reduce our raw material costs per unit. These efforts include combining the raw material requirements of our 
group and procuring such raw materials through centrally negotiated agreements to gain economies of scale in 
procurement and better volume discounts, qualifying parts from a lower cost manufacturing location such as 
China, Malaysia and Thailand, sourcing for alternate lower cost materials and using engineering efforts to 
reduce material costs. We have supply agreements with our key suppliers to minimize the impact of any 
shortage in supply by one or more of our suppliers. Our major suppliers are located in China, Malaysia, South 
Korea, Taiwan and Thailand, and the proximity of our major suppliers to our manufacturing facilities enables us 
to minimize freight cost and the time required for the delivery of materials to our facilities. 

Our customers are generally responsible for most or all of the costs of unique materials that we 
purchase but do not use, particularly leadframes and substrates that are ordered on the basis of our customers’ 
forecasts. 

In each of the years ended December 31, 2011, 2012 and 2013, the following suppliers each 
contributed to more than 5.0% of our total purchases. 

Supplier 
Type of raw materials/ 

Component Percentage 

Year Ended December 31, 2011:   

— Tanaka Kikinzoku International K.K. ...................................  Bonding wire 11.3 

— Sumiko Electronics Suzhou Co. Ltd ......................................  Bonding wire/Leadframe 6.3 

— Kinsus Technology ................................................................  Substrate 5.0 

Year Ended December 31, 2012:   

— Tanaka Kikinzoku International K.K. ...................................  Bonding wire 14.4 

— Kinsus Technology ................................................................  Substrate 5.4 

Year Ended December 31, 2013:   

— Tanaka Kikinzoku International K.K. ...................................  Bonding wire 14.9 

— Kinsus Technology ................................................................  Substrate 5.2 
 

The global OSAT industry is dominated by a few large corporations and many small niche players. We 
face substantial competition from other established test and assembly service providers, including companies 
with substantial manufacturing, financial and other resources, that operate facilities primarily in Asia, which 
include, among others, Amkor Technology Inc., Advanced Semiconductor Engineering Inc., Carsem Malaysia 
Sdn. Bhd., Powertech, Inc., Siliconware Precision Industries Co., Ltd., STATS ChipPAC Ltd and Unisem (M) 
Berhad. 

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

In addition, we also face competition from the internal test and assembly resources of many of our IDM 
customers. IDMs that use our services continuously evaluate our performance against their own in-house test 
and assembly 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 develop and protect intellectual property, 
which principally relates to proprietary package design and processes. As of March 31, 2014, we had 250 
patents registered in our names, mainly in the United States, but also in China, Europe, Japan, Singapore, South 
Korea, and Taiwan. As of March 31, 2014, we also had pending applications for 95 patents in China, Europe, 
Japan, Singapore, South Korea, Taiwan, Thailand and the United States. Where the patents are granted, we may 
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seek to cross-license or share our intellectual property portfolio at a future time if it is advantageous for us to do 
so. 

We have registered the trademarks UTACTM, the UTAC logoTM and wCSPTM in Singapore. As of 
March 31, 2014, we had a total of 86 trademarks registrations, including international trademark registrations, 
covering China, the European Union, France, Germany, Hong Kong, Israel, Italy, Japan, Singapore, South 
Korea, Taiwan, Thailand and the United States. 

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. 

Manufacturing Facilities and Equipment 

Facilities 

We operate test and assembly facilities in six different locations in Asia: Singapore,  Dongguan and 
Shanghai in China, Hsinchu in Taiwan, and Bangkok area in Thailand. 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 and this mitigates our customers’ risk of disruption due to 
regional events. The following table provides information regarding our facilities as of December 31, 2013:  

Facility/Location 

Area(1) 

(square 
meters) Equipment(2) Use of facility 

USG/Singapore..................  45,183(3) 267 Testers 
105 Wire 
bonders 

Test services (MSLP), including radio-frequency 
MSLP test, MSLP test development, SiP array 
assembly, wafer probe, including fc BGA 
packaging, wafer level packaging and CSP, and 
drop shipment services  

UDG/Dongguan,  
China ..................................  

65,103 99 Testers 
717 Wire 
bonders 

Packaging and testing services for BGA/LGA 
substrate, micro-SD, special cards and QFN/QFP 
leadframe packages for the following product 
segments: memory storage, analog, MSLP, logic 
and radio-frequency ICs, and drop shipment 
services  

USC/Shanghai, 
China ..................................  

18,423 53 Testers 
419 Wire 
bonders 
 

Wafer probing, array assembly, QFN assembly, 
final testing and drop shipment services  

UTC/Hsinchu, 
Taiwan ...............................  

31,916 184 Testers 
130 Wire 
bonders 

Test services (memory and MSLP), turnkey 
services for DRAM and DIMM, test development 
(memory), final testing, wafer probe research and 
development, and drop shipment services 

UTL/Thailand ....................  51,307 451 Testers 
1,095 Wire 
bonders 

Test development (analog), traditional leaded 
assembly, including SOPs, QFNs, and test services, 
including memory and MSLP test research and 
development, and drop shipment services  

____________ 
Notes: 

(1) Area only includes office and manufacturing space. 

(2)  As of December 31, 2013, 362 of our testers were on consignment from our customers. 

(3)  We intend to dispose of one of our facilities in Singapore. Upon the completion of the disposal, our 
facility in Singapore will have office and manufacturing space of 36,900 square meters.  
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Save for our facilities in Singapore, Thailand and Taiwan which have been or are to be pledged to the 
noteholders and the lenders under the Senior Credit Facility Agreement, none of the facilities set out above are 
subject to any major encumbrances. 

USG Facility 

Upon completion of the disposal of one of USG’s facilities in Singapore, USG’s facility in Singapore 
have a floor area of approximately 36,900 square meters, comprising office and manufacturing space. Our 
facility is located on land leased from Jurong Town Corporation, a statutory board of the Singapore government, 
for a term expiring in 2024, and we have a renewal option for another 30 years. In addition to our test and 
assembly operations, this facility also houses part of USG’s administrative offices.  

UDG Facilities 

UDG has assembly facilities in Dongguan, China, with an aggregate floor area of approximately 
65,103 square meters comprising office and manufacturing space. The total land area of the UDG site comprises 
18,254 square meters. The land and buildings are held under two leases, one for phase 1, which expires on 
August 31, 2018, and one for phase 2, which expires on July 31, 2020. The counterparty to each lease is 
Dongguan Chang’an Town Changshi Development Company, which is related to the Chang’an local 
government. 

USC Facilities 

USC has production facilities in Shanghai, China, with an aggregate floor area of approximately 18,423 
square meters comprising office and manufacturing space. USC’s facilities are located in properties leased from 
Shanghai Waigaoqiao Free Trade Zone Xin Development Co., Ltd. The leases for the properties are due to 
expire in 2014 and 2015. We intend to renew our lease that is due to expire in 2014. 

UTC Facilities  

UTC owns two buildings, including production facilities and offices in Taiwan. UTC’s Taiwan 
facilities are located on land leased from Hsinchu Science Park, a statutory board of the Taiwan government, for 
a term expiring in 2015 and they have an aggregate floor area of approximately 31,916 square meters 
comprising office and manufacturing space. 

UTL Facilities 

UTL operates three facilities in Thailand. UTL’s first facility in Bangkok has an area of approximately 
18,272 square meters comprising office and manufacturing space. In addition to its test and assembly 
operations, its first facility also houses UTL’s administrative offices. UTL’s second and third facilities in 
Chachoengsao province have a floor space of approximately 12,360 square meters and approximately 20,675 
square meters, respectively each comprising office and manufacturing space. UTL owns the first and second 
facilities (including the land on which the facilities are located). The third facility is leased from Universal 
Appliance Co., Ltd. and is due to expire in October 31, 2016. 

Utilization 

The following table sets forth the average utilization rates for the years ended December 31, 2011, 
2012 and 2013 for our test and assembly equipment. Utilization rates are computed based on the number of 
production hours over 24 hours per day and over an average of a 360-day calendar year for each equipment.  

 Average utilization per year 
Service type 2011 2012 2013 
  
Test (MSLP) .................................................  50.3% 48.0% 49.0% 
Test (Analog) ................................................  66.1% 58.8% 48.4% 
Test (Memory)..............................................  67.9% 68.4% 51.2% 
Assembly ......................................................  66.7% 65.0% 55.5% 
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Equipment 

Our operations and expansion plans depend on us being able to obtain an adequate supply of test and 
assembly equipment on a timely basis. 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 
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 acquire test and 
assembly equipment on a purchase order basis. 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. 

Testing Equipment 

Testing 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. Our systems include MSLP 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, 2013, we operated 1,054 testers, of which 348 were memory testers, 442 were 
MSLP testers and 264 were analog testers. From time to time, we may purchase equipment suitable for use by a 
specific customer. We may also alternatively arrange with customers to obtain testing equipment on a 
consignment basis. As of December 31, 2013, 362 of our testers were on consignment from our customers. 

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.  

Assembly Equipment 

The primary equipment used in our assembly operations includes wire bonders, mold systems and trim-
form equipment. As of December 31, 2013, we owned and operated 2,466 wire bonders and 127 mold systems. 
All of our wire bonders and mold systems allow for interchangeability between leadframe and array packages. 
In addition to wire bonders and automated molding machines, we maintain a variety of other types of packaging 
equipment, such as wafer grinders, mounts and saws, laser markers, solder and thin plating equipment, pad 
printers, package forming and sawing machines and scanners. 
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OUR SUBSIDIARIES AND ASSOCIATED COMPANIES 

Our subsidiaries and associated companies as of the date of this annual report are shown in the chart below.  
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(1) Global A&T Finco Ltd., incorporated in the United States, the State of Delaware, co-borrower with 
GATE. 

(2) USG, incorporated in Singapore, provides test and assembly of semiconductors services and corporate 
office functions. 

(3) UTAC Europe S.r.l., incorporated in Italy, is in liquidation. 

(4) UTAC (Shanghai) Co., Ltd., incorporated in China, provides test and assembly services. 

(5) UTC, incorporated in Taiwan, provides test and assembly services. 

(6)  Asint Technology Corporation, a joint venture established in Taiwan with Silicon Integrated Systems 
Corp and Asustek Computer Inc., a memory module house. 

(7) Nepes Pte. Ltd., a joint venture established in Singapore with Nepes Corporation, provides wafer 
bumping services. 

(8) UTAC Hong Kong Limited, incorporated in Hong Kong, provides sales, corporate function and is a 
holding company.  

(9) UCD Cayman Ltd, incorporated in the Cayman Islands, is currently inactive. 

(10) UCD, incorporated in China, is currently inactive. 

(11)  Timerson Limited, incorporated in Hong Kong, is currently inactive.   

(12) UTAC Cayman Ltd., incorporated in the Cayman Islands, is an investment holding company. 

(13) UDG., incorporated in China, provides test and assembly services for package integrated circuits. 

(14) UTAC Thai Holdings Limited, incorporated in Thailand, a holding company. There are three other 
shareholders who collectively own three shares in UTH, which as a percentage, is insignificant. 

(15) UTL, incorporated in Thailand, provides test and assembly services. 

(16) UTAC Group Global Sales Ltd., incorporated in the Cayman Islands, provides sales and corporate 
function and holding company. 

(17) UGS America Sales Inc., incorporated in the State of California, provides sales and marketing services. 

(18) UGS Asia Sales Pte. Ltd., incorporated in Singapore, provides sales and marketing services. 

(19) UGS Europe Sales S.r.l., incorporated in Italy, provides technical and commercial services. 

(20) UGS China Sales Ltd., incorporated in China, is in dissolution. 

(21) UGS Greater China Sales Limited, incorporated in Hong Kong, is inactive. 

(22) UGS UK Sales Ltd., incorporated in United Kingdom, provides sales and marketing services.
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Employees 

As of December 31, 2013, we had 10,002 full-time employees worldwide, of whom approximately 
64.9% were operations personnel, 15.8% were engineering personnel, 18.0% were general, administrative and 
executive management personnel and 1.4% were sales and marketing personnel. We believe that we enjoy a 
strong relationship with our employees. 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 activity and geographic location 
as of the dates indicated. The decrease in the number of employees from December 31, 2011 to December 31, 
2013, was due to our cost restructuring initiatives in reducing our headcount at Chengdu and Singapore, and 
natural attrition of our employees. We also discontinued our operations at Chengdu in 2013. 

 As of December 31 

 2011 2012 2013 

Operations .....................................................................................  8,043 7,239 6,490 
Engineering ................................................................................... 2,702 2,595 1,576
Sales and marketing ......................................................................  195 163 140 
General, administrative and executive management ....................  2,411 2,168 1,796 

Total ...............................................................................................  13,351 12,165 10,002 
 
 As of December 31 

 2011 2012 2013 

China (Chengdu) .........................................................................  851 640 - 
China (Dongguan) .......................................................................  1,841 1,786 1,756 
China (Shanghai) .........................................................................  1,137 1,023 738 
Singapore .....................................................................................  2,330 1,843 1,608 
Taiwan .........................................................................................  1,454 1,373 1,087 
Thailand .......................................................................................  5,692 5,462 4,770 
Others ..........................................................................................  46 38 43 

Total 13,351 12,165 10,002 
 
 
Union 

While some of our employees are unionized, we do not have collective bargaining agreements with 
such unions. We have not experienced any material labor strikes or work stoppages. 

Training 

We have an annual training plan for our employees, which encompasses areas such as management 
development, quality improvement programs, technical programs for engineers and information technology 
applications training. 

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 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 test and assembly services operating 
in each relevant market. We review the adequacy of our insurance coverage regularly. 

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 
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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 test and 
assembly 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 all suppliers and vendors in respect of the quality of products 
delivered, delivery schedule and cost competitiveness. 

We conduct our test and assembly 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 class 1,000 and 10,000 standards issued by 
the U.S. General Services Administration, an agency that prescribes methods for verifying and monitoring air 
cleanliness in clean room environments. All of our facilities have also been certified to quality standards such as 
ISO 9001:2008 and ISO 14001:2004. Our facilities at USG, UTL and UDG have been ISO TS16949 certified. 
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. Test and assembly 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. 

Order Book 

Due to the nature of our business, we do not maintain an order book. Our customers typically provide 
us with non-binding rolling forecasts for periods of up to six months, which we use for planning purposes. Our 
customers then issues purchase orders to us which we use to support delivery requirements. 

Environmental Matters 

Semiconductor testing is not typically expected to generate significant pollutants. The semiconductor 
assembly process generates gaseous chemical wastes, principally at the molding stage.  Liquid waste is 
produced when silicon wafers are ground thinner and diced into chips with the aid of diamond saws and cooled 
with running water.  In addition, excess material on leads and moldings are removed from assembled 
semiconductors in the trimming processes.  We have installed various types of liquid and gaseous chemical 
waste-treatment equipment at our semiconductor assembly and gold bumping facilities.  We have obtained the 
necessary business licenses for our day-to-day operations.  We believe that we have adopted adequate and 
effective environmental protection measures that are consistent with semiconductor industry practices in 
Singapore, Taiwan, Thailand and China. 

Singapore 

Our operations in Singapore are subject to regulatory requirements and potential liabilities arising 
under Singapore laws and regulations governing, among other things, air emissions, wastewater discharge, 
waste storage, treatment and disposal, and remediation of releases of hazardous materials.  Such laws and 
regulations are generally administered by Singapore’s Ministry of the Environment and Water Resources, 
National Environment Agency and/or Public Utilities Board.  We believe that we are in compliance with all 
material and applicable environmental laws and regulations. Expenditures on environmental compliance 
currently represent an insignificant portion of our expenses. 

Taiwan 

Our operations in Taiwan are subject to regulation and periodic monitoring by the Taiwanese 
Environmental Protection Administration and local environmental protection authorities, including the Science-
Based Industrial Park Administration.   
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UTC’s semiconductor testing and assembly operations in Taiwan are subject to various environmental 
protection laws and regulations, including the Air Pollution Control Act, the Water Pollution Control Act, the 
Soil and Groundwater Pollution Remediation Act, the Noise Control Act, the Waste Disposal Act, the Toxic 
Chemical Substance Control Act, the Environmental Impact Assessment Act, the Sewerage Act (collectively, 
“Taiwan Environmental Laws”) and the implementing rules and standards promulgated thereunder.  

The Taiwan Environmental Laws prescribed that, during the course of plant construction, production 
and other operating activities, businesses are required to, among others, install environmental protection 
measures, establish and maintain effective pollution preventive systems, obtain license and make regular report 
for the installment and operation of stationary sources of pollution, apply with competent authorities for 
discharging certain pollutants, and comply with rules and procedures designed for the proper handling and 
disposal of pollutants and waste.  In the event of a discharge, spill or release of pollutants from the site occupied 
by a business, such business should be responsible for taking all necessary remedial and clean-up measures to 
eliminate the pollutants. 

If a business fails to comply with the Taiwan Environmental Laws, it may, depending on the specific 
circumstance of such offense, be subject to warning or rectification order, administrative fine, revocation or 
suspension of license or permit, order to cease operation, permanent shutdown, civil damage claims or criminal 
liability. 

We believe we are in material compliance with the Taiwan Environmental Laws. 

China  

We are required to comply with relevant China environmental protection laws and regulations such as 
the Environmental Protection Law of China, Water Pollution Prevention Law of China, Air Pollution Prevention 
Law of China, Solid Waste Pollution Prevention Law of China, Noise Pollution Prevention Law of China and 
other local regulations. These laws and regulations prescribe standards for disposal of residuals, wastewater, gas 
and noise pollution. In addition, the environmental protection departments of local governments have authority 
to conduct environmental supervision and management and to make on-site inspections on work units within 
their jurisdictions. 

Pursuant to the Environmental Prevention Law, the Water Pollution Prevention Law, the Air Pollution 
Prevention Law and the Noise Pollution Prevention Law, if a construction project in PRC discharges sewage, 
gases or noise, (i) an environmental impact assessment in respect of the project has to be conducted by a 
qualified professional institution to ensure that the project complies with the regulatory requirements in respect 
of the discharge of sewage, gases and noise, and (ii) an audit by the local environmental prevention authority is 
to be carried out and an approval from such authority must be obtained, failing which the project shall not be 
permitted to commence. 

USC and UDG have been audited and approved by the local environment prevention authority and 
have met the regulatory requirements in respect of the discharge of sewage, noise and air.  

The Fire Prevention Law and the applicable fire prevention regulations prescribe that prior to the 
commencement of any large-scale or special construction projects carried out in a densely populated place, an 
opinion relating to fire safety design must be obtained from the fire prevention authority. Following the 
completion of the project, an audit by the fire prevention authority is to be carried out and approval from the 
authority is to be obtained. Any project other than projects in densely populated places or special construction 
projects subjected to an audit by the fire prevention authority, following which, filings with the authority must 
be made.  In the event that such projects are disqualified by the fire prevention authority on subsequent audits, 
such projects shall not be permitted to be put into use. 

We believe we are in compliance with all material and applicable and relevant regulations regarding 
fire prevention measures. 

Legal Proceedings 

From time to time, we are subject to claims that arise in the normal course of business. These claims 
may include allegations of infringement of intellectual property rights of third parties, and claims relating to 
environmental liability, labor and products. 
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Litigation with Tessera  

On September 30, 2010, Tessera, Inc. (“Tessera”) filed a complaint against UTC in the United States 
District Court of the Northern District of California. The suit relates to a contractual dispute about whether 
UTC’s patent license agreement with Tessera obligates it to continue paying royalties to Tessera. Tessera’s 
complaint seeks a judicial determination and declaration that UTC remains contractually obligated to pay 
royalties to Tessera, an accounting and restitution, and an award of damages in an amount to be determined at 
trial, plus interest on damages, costs, disbursements and attorneys’ fees. UTC filed a motion to dismiss the 
complaint on March 16, 2011. On March 28, 2012, the court granted UTC’s motion to dismiss with leave for 
Tessera to file an amended complaint by April 19, 2012. Tessera filed an amended complaint on April 19, 2012, 
and UTC filed its response on May 17, 2012. UTC, in its response, denies Tessera’s claims and asserts 
counterclaims for declaratory relief relating to the appropriate interpretation of the patent license agreement. 
After completing discovery, the parties filed competing motions for partial summary judgment concerning the 
proper interpretation of the license agreement.  In an order dated March 31, 2014, the court granted UTC’s 
motion and denied Tessera’s motion, thereby adopting UTC’s proposed interpretation of the license 
agreement.  The court also scheduled a case management conference for May 9, 2014.  The case is ongoing.  

Litigation with a shareholder of UTL 

On March 22, 2000, a minority shareholder of UTL, Mrs. Yuwanit Pisanthanakun, filed a complaint in 
the Southern Bangkok Civil Court against UTL and five of its directors (one of whom continues to be an 
existing director). The plaintiff challenged the validity of a board meeting held on December 16, 1999 and 
various shareholder meetings approving the appointments of new directors, amendments of UTL’s Articles of 
Association, and allocation of additional shares as a part of a capital increase and debt restructuring of UTL that 
took place in early 2000. 

On December 29, 2005, the Southern Bangkok Civil Court dismissed the plaintiff’s claim. The 
plaintiff’s appeal to the Appeals Court on March 14, 2006 was also dismissed on November 10, 2008. Both Thai 
courts found that the board and shareholders’ meetings challenged by the plaintiff were held in accordance with 
UTL’s Articles of Association and that the relevant resolutions were properly passed and should not be revoked. 
The plaintiff appealed further to the Supreme Court of Thailand on April 27, 2009 and the parties have since 
made their submissions. The judgment of the Supreme Court of Thailand is pending.  

UTL has obtained judgments in its favor in the Court of First Instance and the Court of Appeal, and 
believes that it has meritorious defenses to the plaintiff’s appeal to the Supreme Court of Thailand. 

Except as disclosed above and under “Material Developments since December 31, 2013”, we are not 
engaged in any litigation, claims or arbitration either as plaintiff or defendant, which has a material adverse 
effect on our financial position, profitability and business. 

Corporate Social Responsibility  

While we currently do not have a formal policy on corporate social responsibility, we regularly support 
charitable and humanitarian aid related initiatives. For example, since 2009, UTC has made donations to support 
relief efforts for various natural disasters such as the typhoon that struck Southern Taiwan in 2009 and most 
recently, a donation was made by UTC in aid of the victims of the tsunami that struck Japan in March 2011. 

Since 2008, USG has organized semi-annual blood donation drives with the Singapore Red Cross. 
Similarly, UTL also regularly organizes blood donation drives. 

In addition, UTL has organized fund raising activities to aid the victims of the tsunami that struck 
Japan in March 2011 and the victims of the earthquake that struck Haiti in 2010. In the last two years, UTL has 
also funded the construction of two schools for young monks and the repair of an old temple in Thailand. 
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DESCRIPTION OF THE COMPANY—DIRECTORS AND MANAGEMENT 

Directors and Management 

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

The following table sets forth the names of our directors and management, as of the date of this report. 
Our management are appointed by, and serve at the discretion of, our board of directors. 

Biographical Information 

Name Age Position 

Directors:   

Mok Weng Sun 46 Director 

Scott Yue Chen 37 Director 

Steven Joseph Schneider 54 Director 

Tang Kok Yew 61 Director 

   

Management: 

W. John Nelson 59 Group President and Chief Executive Officer 

Asif Chowdhury 48  Senior Vice President, Marketing  

Douglas Devine 44 Chief Financial Officer 

Jeffrey Osmun 50  Senior Vice President, Worldwide Sales  

Jing (Jim) Cao 54 Senior Vice President, Operations 

K. Thiveanathan 48 Chief Human Resource Officer 

Regina Liew Chui Wan 53 Chief Procurement Officer and Senior Vice 
President of Supply Chain Management 

Mok Weng Sun. Mr. Mok is a Partner and Head of Southeast Asia at Affinity Equity Partners (S) Pte 
Ltd. Based in Singapore, he is responsible for managing the firm’s private equity investment activities in the 
region. Prior to that, he was a Partner at UBS Capital Asia Pacific (S) Ltd which he joined in 1997, having 
previously worked with CF East Asia Pte Ltd, a boutique financial advisory practice. Prior to joining CF East 
Asia, Mr. Mok spent six years in business development and finance roles with Eastman Holdings Private 
Limited, an engineering group in South East Asia with interests in marine-related construction services and 
factory automation. Mr. Mok holds a Bachelor of Science Degree in Industrial & Management Engineering and 
a Master’s Degree in Business Administration from Rensselaer Polytechnic Institute in New York, U.S.A. 

 Mr. Scott Yue Chen.  Mr. Scott Yue Chen is a Managing Director of TPG. Mr. Chen is head of TPG’s 
Beijing office and is currently focusing on investment opportunities for TPG in Greater China with emphasis on 
a few industries including technology, media and telecom. Since joining TPG in 2001, Mr. Chen has been based 
in TPG’s Singapore, Hong Kong and Beijing offices and has evaluated and executed private equity transactions 
across multiple industries spanning across most Asia Pacific countries. In addition to UTAC, Mr. Chen is 
serving and has served as director on the boards of TPG’s portfolio companies including Li Ning and Taishin. 
Prior to joining TPG, Mr. Chen was an Analyst in the Technology Mergers & Acquisitions Group of Lehman 
Brothers in New York. Mr. Chen graduated from University of Colorado.  

Steven Joseph Schneider. Mr. Schneider is a Partner and Managing Director of TPG Capital. He is 
responsible for the operations group within Asia. Mr. Schneider has over 30 years’ experience in various 
industrial and capital businesses in Asia and the United States. Prior to joining TPG Capital in 2005, Mr. 
Schneider was the chief executive officer and a company officer of General Electric Asia Pacific where he 
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previously spent 20 years of which 14 years were in Asia (including Japan, Singapore, Hong Kong and 
Shanghai). He currently serves as a non-executive director (chairman) of HCP Holdings Inc. (China), non-
executive director of Healthscope Limited (Australia) and Alinta Energy Limited (Australia). He previously 
held non-executive director positions at Hanaro Telecom (S. Korea), Parkway Hospitals (Singapore), Myer 
Department Stores (Australia) and Unitrust Finance & Leasing Corporation (China). He is a graduate of Grove 
City College with a B.A. Degree in Business Administration.  

Tang Kok Yew. Mr. Tang is the Chairman and Managing Partner of Affinity Equity Partners and co-
founder of Affinity following its spin-off from UBS Capital in 2004. Prior to that, he was the chairman of UBS 
Capital (Asia Pacific) Limited since 1999. Before he joined UBS Capital, he was the chief executive for 
Investment Banking, East Asia at Union Bank of Switzerland in 1995. Following the merger of Union Bank of 
Switzerland and Swiss Bank Corporation to form UBS, Mr. Tang became chief executive, Hong Kong, of UBS 
Group and Asia Regional Head of Investment Banking for UBS Investment Bank. Mr. Tang also served in a 
number of senior roles over 20 years in Banque Indosuez Group and Chase Manhattan Bank in Hong Kong and 
Malaysia. Mr. Tang holds a Bachelor of Economics (Accounting) Degree with First Class Honors from the 
University of Malaya.  

Management 

W. John Nelson. Dr. W. John Nelson is our Group President and Chief Executive Officer. Dr. Nelson 
has more than 30 years of experience in the semiconductor industry. Prior to joining us, Dr. Nelson was the 
chief operating officer and executive vice president of ON Semiconductor. During his tenure at ON 
Semiconductor, Dr. Nelson oversaw its worldwide manufacturing, quality, supply chain and information 
technology operations. Prior to joining ON Semiconductor in 2007, Dr. Nelson was the chief executive officer 
of 1st Silicon, where he was responsible for day-to-day operations, including worldwide manufacturing, sales, 
marketing and product development. From 1990 to 2002, Dr. Nelson served in several executive positions with 
General Instrument and General Semiconductor, including as chief operations officer and president of Asia-
Pacific operations.  Dr. Nelson’s industry experience also includes key positions at Unitrode, Fairchild 
Semiconductor and Analog Devices. Dr. Nelson earned both a Bachelor of Science Degree with honors and a 
PhD in physics from the University of Ulster, Northern Ireland. 

Asif Chowdhury. Mr. Asif Chowdhury is our Senior Vice President responsible for our group’s 
marketing function. Mr. Chowdhury has more than 20 years of experience in managing process engineering, 
business development and strategic sourcing in the semiconductor industry and related fields. He has held 
several key positions at Amkor Technology including as director of business development for Japan and as vice 
president of their largest business unit based in Chandler, Arizona. Prior to joining us, Mr. Chowdhury was 
working with Analog Devices Inc where he was in charge of its MEMS package development and assembly 
engineering, and more recently for strategic sourcing for assembly and test. Mr. Chowdhury holds a Bachelor of 
Science in Mechanical Engineering from the University of Texas at Arlington and a Master’s of Science in 
Mechanical Engineering from Southern Methodist University. He also has a MBA and Masters of Science in 
Finance from Northeastern University. 

Douglas Devine. Mr. Douglas Devine, our Chief Financial Officer is responsible for our group’s 
corporate finance, information technology and legal activities. Mr. Devine has more than 20 years of experience 
as a financial executive and manager in the semiconductor industry and related fields. From 2011 to 2013, Mr. 
Devine was the chief financial officer of two Silicon Valley venture capital start-up companies, Stion, a thin 
film solar technology company, and, Soraa, a next generation LED company. From 2009 to 2011, Mr. Devine 
was vice president of finance for Nvidia Corporation. Prior to Nvidia, Mr. Devine served in a wide range of 
finance management positions with Intel from 1997 to 2009 including manufacturing, procurement, strategic 
and profit and loss roles. Mr. Devine holds a Bachelor of Science in engineering and a MBA from the 
University of Michigan, and has a certified public accountant license. 

Jeffrey Osmun.  Mr. Jeffrey Osmun, our Senior Vice President responsible for our group’s worldwide 
sales. He has more than 25 years of international experience working with sales, marketing, operations and 
technology organizations predominately in the semiconductor industry in a business-to-business consultative 
sales environment. Prior to joining us, Mr. Osmun was a senior vice president of sales and marketing for 
Champion Acquisition LLC from 2010 to 2012. From 2009 to 2011, Mr. Osmun was also a sales management 
consulting and interim executive at South Mountain Solutions, LLC, and from 2006 to 2009, he held executive 
leadership positions at White Electronic Designs Corp (now a division of Microsemi Corporation) and ASAT 
Holdings Limited. From 1999 to 2006, Mr. Osmun was the corporate vice president of worldwide sales and 
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marketing for STATS and subsequently STATS ChipPAC Ltd., and from 1985 to 1999, he was a national sales 
manager with Kyocera America. Mr. Osmun holds a Bachelor of Science Degree in Mechanical Engineering 
from Lehigh University in the United States. 

Jing (Jim) Cao.  Mr. Jing (Jim) Cao joined our group as Senior Vice President of Operations in 
October 2013. Mr. Cao has had more than 22 years of experience in leading engineering and operations 
teams.  Prior to joining us, Mr. Cao was the Vice President of Engineering in the Global Operations group for 
TE Connectivity Ltd., where he led worldwide manufacturing engineering teams. From 2008 to 2011, Mr. 
Cao  was the Senior Vice President of Operations for Mindspeed Technologies where he led the worldwide 
operations team.  Mr. Cao also served as Vice President of Operations/Manufacturing with Hoya Xponent and 
Vitesse Semiconductor.  Mr. Cao started his career at Motorola Semiconductor in 1993.  Between 1996 and 
1999, he led the manufacturing team to build up Motorola’s and then ON Semiconductor’s first high volume 
joint venture assembly and test factory in China.  Mr. Cao holds double Master in Science degrees in 
Mechanical Engineering and Industrial Engineering from Arizona State University.  

Mr. K. Thiveanathan.  Mr Thiveanathan is our Chief Human Resource Officer.  Mr. Thiveanathan has 
had more than 24 years of human resource leadership experience with reputable multinational companies. Since 
2007, Mr. Thiveanathan was the human resource director of Coca-Cola’s bottling operations based in Singapore. 
Prior to joining Coca-Cola, Mr. Thiveanathan was the ASEAN human resource director of Goodyear in 2006. 
From 2002 to 2006, Mr. Thiveanathan was 1st Silicon’s human resource director. Mr. Thiveanathan holds a 
Bachelor of Economics degree from the National University of Malaysia and an MBA from Charles Sturt 
University, Australia. 

 
Regina Liew Chui Wan.  Ms. Liew, our Chief Procurement Officer and Senior Vice President of Supply 

Chain Management.  She brought with her over 18 years of experience in the semiconductor industry.  She has 
accumulated extensive experience in areas covering materials management, planning, procurement, customer 
service and supply chain in various companies including Elbiru Electronics Pte Ltd, Creative Technology Ltd 
and Philips Singapore Pte Ltd.  Prior to joining our group, Ms. Liew was senior vice president for corporate 
materials and supply chain management in STATS ChipPAC Ltd.  Ms. Liew holds a Bachelor of Business 
Administration Degree from the University of South Australia. 
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS 

Affinity and TPG currently own, directly or indirectly, shares representing all of our equity value and 
voting power, except for less than 5.0% which are owned by management and certain individuals. 

Affinity 

Affinity is an independently owned buy-out fund manager established in 2004 following the spin-off of 
the UBS Capital Asia Pacific team from UBS AG. Affinity currently advises and manages over $7 billion of 
equity funds and assets, making it one of the largest independent financial sponsors in the Asia Pacific region 
for control-orientated investments. Affinity is supported by a team of over 40 investment professionals and has a 
successful track record in private equity investments in the region, having completed over 30 transactions in 
nine countries since 1999. Affinity has substantial experience in investing in the technology and semiconductor 
business including the semiconductor assembly and test services industry. UTL was an investment made by 
Affinity in 2000 and sold to USG in 2006.  

TPG 

TPG is a leading global private investment firm founded in 1992 with $55.7 billion of assets under 
management and offices in San Francisco, Fort Worth, Austin, Beijing, Chongqing, Hong Kong, London, 
Luxembourg, Melbourne, Moscow, Mumbai, New York, Paris, São Paulo, Shanghai, Singapore and Tokyo. 
TPG has extensive experience with global public and private investments executed through leveraged buyouts, 
recapitalizations, spinouts, growth investments, joint ventures and restructurings.  

 

  



 

65 
 SG\6974423.7 

CERTAIN RELATIONSHIPS AND TRANSACTIONS—RELATED PARTY TRANSACTIONS 

We entered into the following material related party transactions with our affiliates during the period 
from January 1, 2011 to the date of this report. 

Transactions with AT2 (now known as UCD Cayman) 

USG held a 33.7% equity interest in AT2 until March 2011. AT2, through its wholly-owned subsidiary 
Semiconductor Manufacturing International (Chengdu) Corporation (now known as UCD) (“SMIC Chengdu”), 
provides assembly and test services to customers in the semiconductor industry. SMIC Chengdu granted USG a 
right of first refusal with respect to any orders from its customers which exceed SMIC Chengdu’s capacity. We 
have also granted SMIC Chengdu a license to use our selected patents in relation to semiconductor assembly 
and testing. In March 2011, we increased our ownership interest in AT2 from 33.7% to 90.0% pursuant to a 
corporate restructuring and in October 2013, we increased our ownership interest in AT2 to 100.0%. See 
“Business — Our History and Development” for a description of the transaction. 

Transaction with ASint 

UTC holds a 13.2% equity interest in ASint. Silicon Integrated Systems Corp has a 19.9% equity 
interest and Asustek Computer Inc has a 16.6% equity interest in ASint. ASint is a professional memory 
supplier. In 2011, 2012 and 2013, UTC provided $1.0 million, $0.5 million and $0.5 million, respectively, of 
assembly services to ASint. 

Transaction with Costa Esmeralda Investments Limited 

Costa Esmeralda Investments Limited (“Costa Esmeralda”) is a company wholly-owned by Affinity 
Fund III. On August 14, 2009, Costa Esmeralda purchased a commitment of $83.1 million with respect to 
GATE’s second priority fixed rate loan and $97.3 million with respect to GATE’s second priority floating rate 
loan (each amount comprising 35.0% of the commitment of all lenders under each respective loan facility) from 
an unrelated lender on an arm’s length basis.  

On September 30, 2013, GATE issued $502.3 million in aggregate principal amount of Senior Secured 
Notes to extinguish all of GATE’s previous second priority term loans. As one of the previous lenders under 
GATE’s previous second priority term loans, Costa Esmeralda was issued $175.8 million in aggregate principal 
amount of Senior Secured Notes to extinguish Costa Esmeralda’s holdings of the previous second priority term 
loans. As of December 31, 2013, Costa Esmeralda held $175.8 million in aggregate principal amount of Senior 
Secured Notes. 

Reimbursement of Expenses 

From time to time in the past three financial years, the directors of GATH and/or GATE incurred 
disbursements and expenses in the course of performing their duties and responsibilities as directors of these 
entities and acting for the benefit of our group, such as attending meetings of directors, committees of the 
directors or general meetings or otherwise in or about the business of our group. These expenses and 
disbursements were reimbursed by certain associates of Affinity Fund III GP and TPG Group Holdings SBS 
Advisors, Inc., who in turn were reimbursed by a member of our group. The amounts reimbursed to the said 
certain associates of Affinity Fund III GP were $0.04 million for the year ended December 31, 2011, $0.01 
million in the year ended December 31, 2012 and $0.03 million, and the amounts reimbursed to the said certain 
associates of TPG Group Holdings SBS Advisors, Inc. was $nil in respect of each of the years ended December 
31, 2011, 2012 and 2013. 

All these sums were reimbursed by members of our group, and as no fees were charged, such 
reimbursements were not on an arm’s length basis.  
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SUMMARY OF MATERIAL CONTRACTS 

Indenture  

On February 7, 2013, GATE issued $625 million in aggregate principal amount of Senior Secured Notes 
pursuant to the Indenture. We used the net proceeds from such issuance of the Senior Secured Notes in 
February 2013 and our cash on hand to repay our previous senior debt facilities.  On September 30, 2013, 
GATE issued $502.3 million in aggregate principal amount of Senior Secured Notes in exchange for the 
cancellation of GATE’s previous second priority term loans. The maturity date of the Senior Secured Notes is 
February 1, 2019 and bear interest at the rate of 10% per annum, payable semi-annually every February 1 and 
August 1. 
 

GATE’s obligations under the Senior Secured Notes are guaranteed by the Subsidiary Guarantors.  
GATE’s obligations under the Senior Secured Notes and the Note Guarantees are currently secured by certain 
assets of the group (except that UTL and UTH are currently in the process of finalizing the security 
documents in respect of certain of its machinery, land and buildings to be mortgaged, and UTC will only 
provide security following the appointment of a suitable common Taiwan collateral agent) (the “Collateral”). 
The  Senior  Revolving  Credit  Facility is secured on a first priority basis by the Collateral but has a prior 
right of payment relative to the Senior Secured Notes in the event of a foreclosure of the collateral or in any 
bankruptcy, insolvency or similar event (as described under “— First  Priori ty Intercreditor 
Agreement”). While the Senior Secured Notes and the Senior Revolving Credit Facility have equal lien 
ranking with regards to the Collateral, in terms of right of payment the Senior Secured Notes are 
effectively subordinated to the indebtedness under the Senior Revolving Credit Facility to the extent of the 
value of the Collateral.  

 
GATE has agreed to use commercially reasonable efforts to appoint a Taiwanese collateral agent to hold 

a lien over substantially all of the assets of UTC and a lien over the shares in UTC promptly after the 
issuance of the Senior Secured Notes. 
 

At any time and from time to time prior to February 1, 2016, GATE may redeem up to a maximum of 35% 
of the original aggregate principal amount of the Senior Secured Notes with the net cash proceeds of certain 
equity offerings at a redemption price equal to 110% of the principal amount of the Senior Secured notes plus 
accrued and unpaid interest, if any, to the redemption date; provided that at least 65% of the original aggregate 
principal amount of the Senior Secured Notes remains outstanding.  GATE also has the option to redeem the 
Senior Secured Notes on or after February 1, 2016, in whole or in part, at a redemption price of 105% (during 
the twelve-month period beginning on February 1, 2016), 102.5% (during the twelve-month period beginning on 
February 1, 2017) or 100% (after February 1, 2018) 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 Senior Secured 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 Senior Secured Notes. 
 

GATE must make an offer to repurchase all the Senior Secured 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 Indenture).    

 
The Indenture also requires that up to $300 million of an initial public offering of GATE, a direct or 

indirect holding company of GATE or any of its subsidiary, shall be used to repay or refinance our senior 
indebtedness.  Failure to comply with this covenant will result in an event of default. 
 

The Indenture contains covenants that, among other things, limit the ability of GATE and certain of its 
subsidiaries to: 

 
• incur additional indebtedness if our Consolidated Interest Expense Coverage (as defined in the 

Indenture) is less than 2.0 to 1; 
 

• make investments or other specific restricted payments; 
 

• declare dividends or purchase or redeem capital stock; 
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• enter into agreements that restrict our subsidiaries’ ability to pay dividends and transfer assets or make 
inter-company loans; 
 

• issue or sell capital stock; 
 

• issue guarantees; 
 

• enter into transactions with equity holders or affiliates; 
 

• create liens; 
 

• enter into sale and leaseback transactions; 
 

• sell assets; 
 

• engage in different business activities; or 
 

• effect a consolidation or merger, 
 
subject in each case to certain limitations, exceptions and qualifications. 

 
Senior Revolving Credit Facility Agreement 
 

On February 7, 2013, GATE, as borrower, entered into the Senior Revolving Credit Facility Agreement 
with JPMorgan Chase Bank, N.A., acting through its Singapore Branch, as administrative agent, syndication 
agent and documentation agent, Citicorp International Limited, as security agent, Bank of America, N.A., Credit 
Suisse AG, Singapore Branch, JPMorgan Chase Bank, N.A., acting through its Singapore Branch and UBS AG, 
Hong Kong Branch, as joint mandated lead arrangers and joint bookrunners, and the lenders that are party to 
that agreement from time to time. 

Pursuant to the Senior Revolving Credit Facility Agreement, GATE is granted an amount of $125 
million of revolving credit. The Senior Revolving Credit Facility will mature on the earlier of (i) the fifth 
anniversary of the closing date of February 7, 2013 and (ii) 181 days prior to the final maturity date of the 
Second Lien Indebtedness (as defined in the Senior Revolving Credit Facility Agreement), or if such Second 
Lien Indebtedness has been repaid or refinanced in full under a Permitted Refinancing (as defined in the Senior 
Revolving Credit Facility Agreement), 181 days prior to the maturity of the indebtedness arising in respect of 
such Permitted Refinancing. 

The Senior Revolving Credit Facility carries an interest rate of LIBOR plus a margin of 4.25% per 
annum for the first six months following the execution of the Senior Revolving Credit Facility Agreement, and 
thereafter, at such margins depending on the Net Leverage Ratio (as defined in the Senior Revolving Credit 
Facility Agreement) of our group as follows: 

Greater than 2.75 to 1.00 — 4.25% per annum 
Greater than 2.50 to 1.00 and up to 2.75 to 1.00 — 4.00% per annum 
Greater than 2.25 to 1.00 and up to 2.50 to 1.00 — 3.75% per annum 
Less than 2.25 to 1.00 — 3.25% per annum 

 
A portion of the Senior Revolving Credit Facility, of an amount of up to $5.0 million, may be utilized 

for the issuance of letters of credit. 

  The  Senior  Revolving  Credit  Facility  is  guaranteed by the Subsidiary Guarantors and secured on 
a first priority basis by the Collateral but has a prior right of payment relative to the Senior Secured Notes in 
the event of a foreclosure of the collateral or in any bankruptcy, insolvency or similar event (as described 
under “— First  Priori ty Intercreditor Agreement”). 
 

The Senior Revolving Credit Facility Agreement includes a number of covenants that, among other 
things, restrict, subject to certain exceptions, our ability to: 
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• create liens on assets; 

• make investments, loans or advances; 

• incur additional indebtedness; 

• engage in mergers or consolidations; 

• sell assets or enter into sale and leaseback transactions; 

• pay dividends and distributions, repurchase our share capital or make other restricted payments; 

• change our lines of business; 

• enter into transactions with affiliates; and 

• repay subordinated indebtedness or amend agreements governing our subordinated indebtedness. 

The Senior Revolving Credit Facility Agreement also contains certain customary affirmative covenants 
and events of default for a facility of this nature, subject to agreed exceptions, limitations and qualifications. In 
addition, the Senior Revolving Credit Facility also requires that up to $300 million of the net proceeds of an 
initial public offering of GATE or a direct or indirect holding company of GATE, among others, shall be used to 
repay or refinance our senior indebtedness. Failure to comply with this covenant will result in an event of 
default. 

Commencing from the quarter ending March 31, 2013, the Senior Revolving Credit Facility Agreement 
also requires us to maintain a Debt Service Coverage Ratio (as defined in the Senior Revolving Credit Facility 
Agreement) of at least 1.20 to 1.00 as at the end of each financial quarter in which the aggregate amount of 
outstanding revolving credit loans and letters of credit under the Senior Revolving Credit Facility Agreement 
exceeds 13.3% of the total commitments under the Senior Revolving Credit Facility Agreement. 

First Priority Intercreditor Agreement 

On February 7, 2013, Citicorp International Limited, as trustee under the Indenture and as common 
collateral agent, entered into the first priority intercreditor agreement dated February 7, 2013, with GATE, the 
Subsidiary Guarantors, JPMorgan Chase Bank N.A., as the administrative agent under the Senior Revolving 
Credit Facility Agreement (the “First Priority Intercreditor Agreement”) 

The First Priority Intercreditor Agreement provides, among others, (i) that the security interests of the 
notes and the indebtedness under the Senior Revolving Credit Facility will rank equal in priority, (ii) the 
obligations under the Senior Revolving Credit Facility will have priority in right of payment over the notes upon 
an occurrence of an event of default under the Senior Revolving Credit Facility which is continuing, and (iii) 
that in any foreclosure of the Collateral, or in insolvency or liquidation proceeding of GATE or its subsidiaries, 
the proceeds (including distributions of cash, securities or other property on account of the value of the 
collateral in a bankruptcy, insolvency, reorganization or similar proceeds) received by such common collateral 
agent will be applied to the payment in full of all obligations under the Senior Revolving Credit Facility before 
any such proceeds are applied to the payment under the notes or any other senior secured obligations. 

In addition, the First Priority Intercreditor Agreement provides for a procedure that will require each of 
the administrative agent under the Senior Revolving Credit Facility and trustee under the Indenture to consult 
and co-ordinate prior to taking any enforcement action in relation to the Collateral, stipulated time periods and 
events governing the rights of each of the trustee under the Indenture and the administrative agent under the 
Senior Revolving Credit Facility in relation to any enforcement in relation to the Collateral, and will include 
certain provisions that may benefit the lenders to the Senior Revolving Credit Facility in a bankruptcy 
proceeding involving us, including provisions acknowledging that the priority of payments in the First Priority 
Intercreditor Agreement constitute a “subordination agreement” enforceable under Section 510(a) of the U.S. 
Bankruptcy Code.  
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Intercreditor Agreement 

On February 7, 2013, Citicorp International Limited, as the incoming first priority representative on 
behalf of the lenders under the Senior Revolving Credit Facility and the noteholders, entered into an amendment 
in respect of the intercreditor agreement dated October 30, 2007 (which was originally entered into in 
connection with the privatization of USG by GATE) with GATE, the Subsidiary Guarantors and JPMorgan 
Chase Bank N.A., as first priority representative on behalf of the first priority secured parties and as second 
priority representative on behalf of the second priority secured parties. On September 30, 2013, Citicorp 
International Limited as first priority representative on behalf of the first priority secured parties, entered into an 
amendment in respect of the intercreditor agreement with GATE, the Subsidiary Guarantors and JPMorgan 
Chase Bank N.A. as second priority representative on behalf of the second priority secured parties. 

Security Documents 

GATE Security Documents 

On February 7, 2013, GATE entered into a first priority security deed with Citicorp International 
Limited, as security agent to secure GATE’s obligations under the Indenture and Senior Revolving Credit 
Facility Agreement. 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 February 7, 2013, GATE entered into a first priority deed of share charge with Citicorp 
International Limited, as security agent, to secure GATE’s obligations under the Indenture and Senior 
Revolving Credit Facility Agreement. The first priority deed of share charge pledged, in favor of the security 
agent, all of GATE’s shares in USG.  

On September 30, 2013, GATE entered into a first priority security deed with Citicorp International 
Limited, as security agent to secure GATE’s obligations under the Indenture and Senior Revolving Credit 
Facility Agreement. The first priority security deed created, in favor of the security agent, a security interest in 
substantially all of GATE’s assets, subject to certain exceptions. The terms of the first priority security deed 
executed on September 30, 2013 are substantially the same as the first priority security deed executed on 
February 7, 2013. 

On September 30, 2013, GATE entered into a first priority deed of share charge with Citicorp 
International Limited, as security agent, to secure GATE’s obligations under the Indenture and the Senior 
Revolving Credit Facility Agreement. The first priority deed of share charge pledged, in favor of the security 
agent, all of GATE’s shares in USG. The terms of the first priority deed of share charge executed on September 
30, 2013 are substantially the same as the first priority deed of share charge executed on February 7, 2013. 

USG Security Documents 

On February 7, 2013, USG entered into a first priority security deed with Citicorp International 
Limited, as collateral agent, to secure GATE’s obligations under the Indenture and Senior Revolving Credit 
Facility Agreement and USG’s guarantees in respect thereof. The first priority security deed created, in favor of 
the security agent, a security interest in substantially all of USG’s assets (including its land, investments, plants 
and machinery, bank account, insurances, contracts and intellectual property), subject to certain exceptions. 

On February 7, 2013, USG entered into a first priority mortgage with Citicorp International Limited, as 
mortgagee, pursuant to which a mortgage was created on USG’s properties located at 5 Serangoon North 
Avenue 5 Singapore, 554916, and 2 Ang Mo Kio Street 63 Singapore, 569111, to secure GATE’s obligations 
with the Indenture and the Senior Revolving Facility Credit Agreement and USG’s guarantees in respect 
thereof. 

On September 30, 2013, USG entered into a first priority security deed with Citicorp International 
Limited, as collateral agent, to secure GATE’s obligations under the Indenture and Senior Revolving Credit 
Facility Agreement and USG’s guarantees in respect thereof. The first priority security deed created, in favor of 
the security agent, a security interest in substantially all of USG’s assets (including its land, investments, plants 
and machinery, bank account, insurances, contracts and intellectual property), subject to certain exceptions. The 
terms of the first priority security deed executed on September 30, 2013 are substantially the same as the first 
priority security deed executed on February 7, 2013. 
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UHK Security Documents 

On February 7, 2013, UHK entered into (i) a first priority security deed, (ii) a first priority share 
charge, and (iii) an amendment to the pledge of shares agreement (in respect of UTH’s shares), with Citicorp 
International Limited, as security agent, to secure GATE’s obligations under the Indenture and the Senior 
Revolving Credit Facility Agreement and UHK’s guarantees in respect thereof. 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. The first priority share charge and amendment to the pledge of shares agreement, pledged, in favor 
of the security agent, all of UHK’s shares in UTAC Cayman and UTH respectively.  On September 30, 2013, 
UHK entered into a supplemental deed to amend and restate the first priority share charge. The terms of the first 
priority share charge executed on February 7, 2013 remains substantially the same. 

UTAC Cayman Security Documents 

On February 7, 2013, UTAC Cayman entered into a first priority security deed with Citicorp 
International Limited, as security agent, to secure GATE’s obligations under the Indenture and the Senior 
Revolving Facility Credit Agreement and UTAC Cayman’s guarantees in respect thereof. 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. 

On September 30, 2013, UTAC Cayman entered into a first priority security deed with Citicorp 
International Limited, as security agent, to secure GATE’s obligations under the Indenture and the Senior 
Revolving Facility Credit Agreement and UTAC Cayman’s guarantees in respect thereof. 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. The terms of the first priority security deed executed on September 30, 
2013 are substantially the same as the first priority security deed executed on February 7, 2013. 

UTH Security Documents 

UTH intends to enter into an amendment to a pledge of shares agreement with Citicorp International 
Limited, as security agent, to pledge all of UTH’s shares in UTL to secure GATE’s obligations under the 
Indenture and the Senior Revolving Facility Credit Agreement and UTH’s guarantees in respect thereof.   

UTL Security Documents 

UTL is in the process of finalizing the security documents relating to a first ranking machinery 
mortgage and first ranking land and building mortgage to be granted to Citicorp International Limited, as 
security agent, to secure GATE’s obligations under the Indenture and the Senior Revolving Credit Facility 
Agreement, and UTL’s guarantees in respect thereof.  

Taiwan Security Documents 

UTC is still in the process of identifying a suitable Taiwanese collateral agent for appointment to hold 
a lien in respect of all of UTC’s assets and a lien over USG’s shares in UTC to secure GATE’s 
obligations under the Indenture and the Senior Revolving Facility Credit Agreement and UTC’s guarantees in 
respect thereof. 
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FINANCIAL STATEMENTS 

1 ............. GATE Audited Financial Statements for the year ended December 31, 2013 

2 ............. GATE Audited Financial Statements for the year ended December 31, 2012 

3 ............. GATE Audited Financial Statements for the year ended December 31, 2011 

 
























































































































































































































































































































































































































