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PART | - BUSINESS AND GENERAL INFORMATION

ITEM 1. BUSINESS
(A) Description of Business
(1) Business Development

Integrated Micro-Electronics, Inc. (IMI or the Parent Company), a stock corporation organized and
registered under the laws of the Republic of the Philippines on August 8, 1980, has four wholly-owned
subsidiaries, namely: IMI International (Singapore) Pte. Ltd. (IMI Singapore), IMI USA, Inc. (IMI USA),
IMI Japan, Inc. (IMI Japan) and PSi Technologies, Inc. (PSi) (collectively referred to as the Group).
The Parent Company was previously 50.64% owned by AYC Holdings, Ltd. (AYC), a corporation
incorporated in the British Virgin Islands and a wholly-owned subsidiary of AC International Finance
Ltd. under the umbrella of Ayala Corporation (AC), a corporation incorporated in the Republic of the
Philippines and listed in the Philippine Stock Exchange (PSE).

On March 29, 2017, AYC, transferred its 50.64% ownership in the Parent Company to AC Industrial
Technology Holdings, Inc. (AC Industrials), also a wholly-owned subsidiary of AC, through a special
block sale of the shares of the Parent Company on March 29, 2017 as approved by the PSE on the
same date. This transaction was granted exemptive relief from the application of the mandatory tender
offer rules by the Philippine Securities and Exchange Commission on March 21, 2017.

AC is 47.74% owned by Mermac, Inc., 10.15% owned by Mitsubishi Corporation and the rest by the
public.

The registered office address of the Parent Company is North Science Avenue, Laguna Technopark-
Special Economic Zone (LT-SEZ), Bo. Bifian, Bifian, Laguna.

The Parent Company was listed by way of introduction in the PSE on January 21, 2010. It has
completed its follow-on offering and listing of 215,000,000 common shares on December 5, 2014.

The Parent Company is registered with the Philippine Economic Zone Authority (PEZA) as an exporter
of printed circuit board assemblies (PCBA), flip chip assemblies, electronic sub-assemblies, box build
products and enclosure systems. It also provides the following solutions: product design and
development, test and systems development, automation, advanced manufacturing engineering, and
power module assembly, among others. It serves diversified markets that include those in the
automotive, industrial, medical, storage device, and consumer electronics industries, and non-
electronic products (including among others, automobiles, motorcycles, solar panels) or parts,
components or materials of non-electronic products.

IMI Singapore is a strategic management, investment and holding entity that owns operating
subsidiaries of the Group and was incorporated and domiciled in Singapore. Its wholly-owned
subsidiary, Speedy-Tech Electronics Ltd. (STEL), was incorporated and domiciled also in Singapore.
STEL, on its own, has subsidiaries located in Hong Kong, China, and the Philippines. STEL and its
subsidiaries (collectively referred to as the STEL Group) are principally engaged in the provision of
electronic manufacturing services (EMS) and power electronics solutions to original equipment
manufacturers (OEMs) in the automotive, consumer electronics, telecommunications, industrial
equipment, and medical device sectors, among others.

In 2009, IMI Singapore established its Philippine Regional Operating Headquarters (IMI International
ROHQ or IMI ROHQ). It serves as an administrative, communications and coordinating center for the
affiliates and subsidiaries of the Group.

In 2011, the Parent Company, through its indirect subsidiary, Cooperatief IMI Europe U.A.
(Cooperatief) acquired Integrated Micro-Electronics Bulgaria EOOD (formerly EPIQ Electronic
Assembly EOOD) (IMI BG), Integrated Micro-Electronics Czech Republic s.r.o0. (formerly EPIQ CZ



s.r.0.) (IMI CZ) and Integrated Micro-Electronics Mexico, S.A.P.1. de C.V. (formerly EPIQ MX, S.A.P.I.
de C.V.) (IMI MX) (collectively referred to as the IMI EU/MX Subsidiaries). IMI EU/MX Subsidiaries
design and produce PCBA, engage in plastic injection, embedded toolshop, supply assembled and
tested systems and sub-systems which include drive and control elements for automotive equipment,
household appliances, and industrial equipment, among others. IMI EU/MX Subsidiaries also provide
engineering, test and system development and logistics management services.

In 2016, Cooperatief acquired a 76.01% ownership interest in VIA Optronics GmbH (VIA), a Germany-
based company with operations in Germany and China and sales offices in the USA and Taiwan. VIA
is a leading provider for optical bonding, a key technology to lower reflections thus enabling sunlight
readability and increasing robustness, which is mandatory to allow thinner and lighter portable display
solutions. The acquisition will allow the Group to strengthen its partnerships with customers by offering
complementary automotive camera and display monitor solutions for advanced driver assistance
systems. The Group together with VIA will have the scale to introduce patented technology into
automotive camera monitor systems for increased safety.

In 2016, IMI acquired a property in the Republic of Serbia to strengthen its global footprint and support
the growing market for automotive components in the European region. The manufacturing plant is still
under construction and is expected to commence production by 2018.

In 2017, IMI, through its indirect subsidiary Integrated Micro-electronics UK Limited (IMI UK), acquired
an 80% stake in Surface Technology International Enterprises Limited (STI), an EMS company based
in the United Kingdom. STI has factories in the UK and Cebu, Philippines. STI provides electronics
design and manufacturing solutions in both PCBA and full box-build manufacturing for high-reliability
industries. The acquisition of STI will help strengthen the Group’s industrial and automotive
manufacturing competencies, broaden its customer base, and will also provide access to the UK
market. Further, the partnership allows the Group’s entry into the aerospace, security and defense
sectors.

IMI USA acts as direct support to the Group’s customers by providing program management,
customer service, engineering development and prototype manufacturing services to customers,
especially for processes using direct die attach to various electronics substrates. It specializes in
prototyping low to medium PCBA and sub-assembly and is at the forefront of technology with regard to
precision assembly capabilities including, but not limited to, surface mount technology (SMT), chip on
flex, chip on board and flip chip on flex. IMI USA is also engaged in advanced manufacturing process
development, engineering development, prototype manufacturing and small precision assemblies.

IMI Japan was registered and is domiciled in Japan to serve as IMI's front-end design and product
development and sales support center. IMI Japan was established to attract more Japanese OEMs to
outsource their product development to IMI.
PSi is a power semiconductor assembly and test services company serving niche markets in the
global power semiconductor market. PSi provides comprehensive package design, assembly and test
services for power semiconductors used in various electronic devices.

(2) Business of Issuer

Principal Products and Services

Design & Development (D&D)

In 2017, the D&D group had complex automation deployments in various internal segments, business
units, and external customers. These include applications such as automated handling, dispensing,
screwing, and customized auto feeding system for mass production. Overall, seven successful
deployments were conducted in 2017.

Camera Vision Technology (CVT) Group

To provide greater focus on IMI's automotive camera development, the CVT group was spun off from
D&D in 2016. The group focuses on camera platform development and design services for automotive



cameras. In 2017, the group synced with Advanced Manufacturing Engineering (AME) and Test and
Systems Development (TSD) group to become a one-stop shop solution for camera design, prototype
development and mass production.

Analytical Testing & Calibration (ATC) Laboratory

In 2017, ATC Laboratory Failure Analysis & Calibration passed the ISO/IEC 17025 accreditation,
conducted by the Philippine Accreditation Bureau. The laboratory also invested in additional
capabilities in 2017 with the purchase of three new high temperature ovens for reliability testing to
support current customers.

Advanced Manufacturing Engineering (AME)

As automotive and medical products get smaller, IMI USA continues to provide value to product
miniaturization. IMI’s global AME focused on several industrial microelectromechanical systems-based
inertial measurement unit modules, commercial laser display modules, and automotive camera
modules, including the IMI minicube camera platform. AME also developed a fully automated
assembly line that manufactures a complex electro-mechanical assembly for automotive safety and
security electronic control at IMI Jiaxing as well as in IMI Mexico. High-power modules for automotive
and industrial applications, from design and development, and NPI to mass production are growing
briskly.

AME also collaborates with D&D on a low cost automotive camera using Himax and flip chip
technologies, and also works with D&D Europe on the power module — which are used primarily in
power management platforms for partial to full vehicle electrification.

Test & Systems Development (TSD)

With the major shift in complexity of test requirements for new and emerging technology products,
IMI's TSD group expanded the development and application of fully automated test systems that
integrate common backend process requirements—product marking, automated inspection, and unit
sorting. In 2017, TSD expanded its footprint in innovative test solutions for automotive electronics, EV
vehicle boards and power electronics. It has designed and implemented a new line of testers for power
module devised and collaborated with a customer to build a fully automated tester for power train
boards for EV which will be launched in China.

Automation

IMI's global Automation group continues to expand in IMI Czech Republic, Mexico, China, and the
Philippines, developing fully automated production lines as well as cost-effective automation systems
to help drive cost reduction efforts. In 2017, the Automation Backend (ABE) and Jiaxing team
developed and deployed over a dozen of related products that integrate function testing, machine
vision inspection, laser marking and out handing using robots of various automotive electronic PCB
assemblies like EAls, window lifters, rotor position sensors, hall devices and light controllers for major
OEMs.

Product Capabilities
IMI has experience in working with some of the world’s leading companies in the following products:

Automotive Electronics

Safety
Electronic Power Steering
Communication Power
Electronic Stability Program (ESP)
Body Control Module (BCM)
Headlight
Backlight
Switch and Fan Controller



= HVAC control panel

Advanced Driver Assistance Systems
= Front Vision

= Surround View

= Rear View Camera

= Mirror Replacement Systems
= ADAS ECUs

Sensors

= Tire Pressure Sensor
=  Temperature and Humidity Sensor
= Rotor Position Sensor (RPS)

Others

= Anti-fogging system
= Wiper

= Gear box shift

= Window lifter

Industrial Electronics
Security
= Electronic Door Access System
= Biometrics
= Asset tracking

Automation
= System Integration (Robotics)
= Automated Meter Readers

Power Management and Smart Grid

= Modules for Renewable Energy Generation, Transmission and Conversion
Solar Panel

Solar Inverters

EV Charging Systems

Power module

Controls and Sensors

Printer Control

Power Amplifier

DC-DC Power Converter
Engine Controllers

Mirror Controls

Industrial system and switch
Anti-pitch sensors

Others

= LED lighting

= Aircon damper
= Accelerometer

Medical Electronics

Diagnostics

=  Static detectors for fix and mobile RAD exams
Auto Body Contouring Imaging Equipment
Defibrillator Component
Biomedical and Laboratory Equipment
Centrifuge Control
Fitness Equipment Control



Dental

Imaging System

Hearing Aids

Communications Electronics
Telecom Equipment and Devices

Cellular alarm communicators for LTE networks

Back Panel

Fiber to “X” (FFTx) systems

Booster Amplifier

GPON (Gigabit Passive Optical Network) Systems

Base Station Power Supply

Digital Station Control

Power Transistors for amplifiers in cellular base stations

Power Conversion ICs in adapters and chargers for cell phones and cordless phones
DC Port and USB Port Protection for cell phones and satellite radio peripherals

Consumer Electronics
White goods

Gas Ignitor and Re-Ignitor
Air-Conditioning (HVAC) Controller
Refrigerator and Cooker Hood Control
Power Management & Home Appliance
Household Metering Device

Electric Drive Control for Home Appliances
Programmable Timer

Pressure Cookers

Washing Machine controllers

Coffee Machines

Personal devices and lighting

Ultrasonic Toothbrush

Projector Lamp Drivers

Bluetooth Headset

Main Power Supply for Flat-panel TV

Power Supply for Game Consoles and Entertainment Electronics

High Voltage Power Conversion ICs in Adapters and Chargers for Personal Electronics

Power Semiconductor

Low-Medium Power Packages
Medium-High Power Packages
Small Signal Packages

Optical Bonding and Display Solutions (VIA)

Sunlight readable interactive or non-interactive LCD systems
Custom cover lens and custom mechanical design
Touchpanel assemblies

LCD-Touch Assemblies

Display Head Assemblies and Hinge-Up Monitors

Optical bonding services

Precision Machining

Conventional machines
CNC Turning with Milling function
CNC Vertical Machining center (3 axis, 5 axis)



= Coordinate Measuring Machine (CMM)
= Hydraulic Press Brake and Hydraulic Shear

Aviation

= Fuel Computers
Brake by Wire
Entertainment Controls
Satellite Communications
Inflight internet systems
Lighting Retro-fit
Safety equipment
Captor Radar
Navigation and Communications Systems
Cockpit Displays

Except as otherwise disclosed as above, there are no other publicly-announced new products or
services during the year.

Segment Information

Management monitors operating results per geographical area for the purpose of making decisions
about resource allocation and performance assessment. It evaluates the segment performance based
on gross revenue, interest income and net income before and after tax of its major manufacturing
sites. Philippine operation is further subdivided into the Parent Company and PSi, IMI BG and IMI CZ
are combined under Europe based on the industry segment and customers served, VIA and STl are
combined under Germany/UK representing newly-acquired subsidiaries, IMI USA, IMI Japan and IMI
Singapore/ROHQ are combined being the support facilities for strategic management, research and
development, engineering development and sales and marketing.

Prior period information is consistent with the current year basis of segmentation.
Intersegment revenue is generally recorded at values that approximate third-party selling prices.

Please refer to Note 19 (“Segment Information”) of the Notes to Consolidated Financial Statements of
the 2017 Audited Consolidated Financial Statements which is incorporated herein as Exhibit 1.

Revenue Contribution by Industry Segment (in US$)

Revenue Contribution by Customer Nationality (in US$)

2017 2016 2015
Automotive $446,460,645 $377,639,245 $343,772,744
Industrial 221,670,425 177,267,436 145,487,460
Consumer 188,760,154 71,038,949 80,348,722
Telecommunication 121,639,521 131,304,615 132,929,944
Aerospace/Defense 24,973,446 - -
Medical 19,303,996 21,280,959 26,607,884
Multiple market/others 67,780,002 64,435,220 85,217,350

$1,090,588,189

$842,966,424

$814,364,104




2017 2016 2015
Europe $519,149,422 $458,851,700 $426,440,705
America 240,888,727 204,853,252 205,280,233
Japan 42,842,182 40,861,642 52,900,214
Rest of Asia/Others 287,707,858 138,399,830 129,742,952
$1,090,588,189  $842,966,424  $814,364,104
Foreign Subsidiaries’ Contribution
2017 2016 2015
Net Net Net
Revenue Revenue Revenue
Incomes* Incomes* Income#*
Foreign Subsidiaries:
China/SG 25% 9% 31% -12% 34% 2%
Europe/Mexico 33% 76% 39% 93% 33% 75%
Germany/UK (VIA/STI) 18% 15% 2% -1% - -
TOTAL 76% 101% 72% 80% 67% 77%

* Attributable to equity holders of the Parent Company

Revenues are attributed to countries on the basis of the customer’s location. Certain customers that
are independent of each other but within the same group account for 12.58%, 14.97% and 13.29% of
the Group’s total revenue in 2017, 2016 and 2015, respectively.

Sales and Distribution

The Company’s global presence allows it to provide solutions to OEMs catering to regional and
international markets. Given the Company’s presence worldwide, it is able to provide its customers
access to a number of services and resources through its manufacturing facilities, engineering and
design centers, and sales networks in Asia (China, Singapore, Taiwan, Japan, and the Philippines),
North America (U.S. and Mexico), and Europe (Bulgaria, Czech Republic, France, and Germany).

IMI Japan was registered and is domiciled in Japan to serve as IMI’s front-end design and product
development and sales support center. IMI Japan was established to attract more Japanese OEMs to
outsource the product development and manufacturing to IMI.

Mergers and Acquisition

As part of our strategic initiatives, IMI acquired an 80% stake in STI, in 2017 a private limited company
based in the United Kingdom which provides electronics design and manufacturing solutions in both
printed circuit board assembly and full box-build manufacturing for high-reliability industries. The
company currently has two factories in the United Kingdom in Hook and Poynton as well as one in
Cebu, Philippines and operates a design center in London. The acquisition will enable IMI to expand
into the aerospace and defense markets while strengthening the industrial segment in manufacturing
as well as in technology development and engineering.

Competition

IMI is one of the leading global manufacturing solutions experts that provide electronics manufacturing
services (EMS) and provide power semiconductor assembly and test services (SATS). IMI primarily
serves original equipment manufacturers (OEMs) in diversified markets, including those in the
automotive, industrial, telecommunications infrastructure, consumer, medical and avionics industries.

IMI specializes in highly reliable and quality electronics for long product life cycle segments such as
automotive and industrial electronics.

For the automotive segment, IMI delivers customized solutions for safety and security, among others.
It supplies cameras that are integral technology to the advanced driver assistance systems (ADAS).
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For the industrial segment, it manufactures security and access control devices, power modules, and
building automation, among others. From its manufacturing plants in the Philippines, China, Bulgaria,
Czech, Germany, UK, Mexico and United States of America, IMI provides engineering, manufacturing,
and support and fulfillment capabilities to diverse industries globally.

IMI ranks 20" in the list of Top 30 EMS providers in the world by Manufacturing Market Insider,
determined based on 2016 EMS-related revenues. It also ranks 6th among the top automotive EMS
providers in world based on the 2016 automotive EMS revenues per electronics market research firm
New Venture Research.

IMI competes worldwide, with focus on Europe, North America and Asia.

The Company’s performance is affected by its ability to compete and by the competition it faces from
other global EMS companies. While it is unlikely for EMS companies to pursue identical business
activities, the industry remains competitive. Competitive factors that influence the market for the
Company’s products and services include: product quality, pricing and timely delivery.

The Company is further dependent on its customers’ ability to compete and succeed in their respective
markets for the products that the Company manufactures.

There are two methods of competition: a) price competitiveness; and b) robustness of total solution
(service, price, quality, special capabilities or technology). IMI competes with EMS companies original
design manufacturer (ODM) manufacturers all over the world. Some of its fierce EMS provider
competitors include Flex, HonHai, and Plexus.

HonHai/Foxconn is a Taiwanese company with revenues of US$160.3 billion in 2017, up 8.1%
compared in 2016. HonHai is a competitor of IMI in the computing and telecommunication
infrastructure markets.

Flextronics is a Singapore-headquartered company with annual revenues of US$23.9 billion in 2017;
its cost structure is very competitive it is vertically integrated as well. Flextronics poses competition to
IMI in the automotive space.

Plexus, a U.S.-based EMS, recorded US$2.5 billion revenues in 2017. Plexus is a key EMS player in
industrial and medical sectors, which are target markets of IMI.

Principal Suppliers

IMI’s suppliers are situated globally and are managed by the Global Procurement organization. The
Company’s top 10 suppliers in 2017 comprise about 24% of global purchases. Purchases from
suppliers generally comprise of electronic components processed by our facilities. The Company
strives to manage the quality of the products supplied to ensure strict adherence to quality standards
and only purchase from suppliers whose product meet all applicable health and safety standards.

Transactions with Related Parties

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other
party or exercise significant influence over the other party in making financial and operating decisions.
Parties are also considered to be related if they are subject to common control or common significant
influence which include affiliates. Related parties may be individuals or corporate entities.

The Group, in its regular conduct of business, has entered into transactions with subsidiaries, affiliate,
and other related parties principally consisting of advances, loans and reimbursement of expenses.
Sales and purchases of goods and services as well as other income and expenses to and from related
parties are made at normal commercial prices and terms.

Terms and Conditions of Transactions with Related Parties




11

Outstanding balances at year-end are unsecured and settlement occurs in cash. There have been no
guarantees provided or received for any related party receivables or payables. For the years ended
December 31, 2017, 2016 and 2015, the Group has not recorded any impairment on receivables
relating to amounts owed by related parties. Impairment assessment is undertaken each financial year
through examining the financial position of the related parties and the markets in which the related
parties operate.

For more information on Related Party Transactions, refer to Note 31 (“Related Party Transactions”) of
the Notes to Consolidated Financial Statements of the 2017 Audited Consolidated Financial
Statements which is incorporated herein as Exhibit 1.

Intellectual Property

The table below summarizes the intellectual properties registered with the Patent and Trademark
Offices in the United States and Singapore:

e Auto camera — Minicube filed in December 2013
e In addition to certain patents, know-how and expertise is critical
e IMI is able to leverage its extensive experience in unique applications to other relevant

products
Existing / Pending Descriptions Location / Expiration
Patents P Filing Date Date
United States Patent Vacuum Pallet Reflow, a soldering device and
9,839,142 method of soldering enabling vacuum reflow | Dec 2017
while using a standard reflow oven conveyor.
Pending Used for die attach of power devices that | April 2012 In Process
USPTO 13457670 require very minimal voiding between device
and substrate to avoid localized heating and
potential failure. Describes a new process to
perform soldering in a vacuum environment to
promote minimal voiding without the use of
specialized and expensive equipment, solder
preform and gas atmospheres, but with the
efficiency of a standard reflow soldering
process.
Pending A flip chip video camera mounted on a flexible | August 2012 In Process
PCT/US12/51573 substrate with glass stiffener
Pending Unique construction of camera module that | December 2013 In Process
USPTO 14109918 enhances the dissipation of heat generated by
the image sensor while being easy to
manufacture.
United States Patent A method for forming a fine-pitch flip chip | California, USA, 2021
6,571,468 assembly interconnects fine pitch devices | 2001
6,846,701 after they have been connected to a carrier
substrate.
United States Patent An improved anisotropic bonding system and | California, USA, 2020
6,776,859 method connects two conductive surfaces | 2000
together using an anisotropic material having
elastic conductive particles dispersed in an
insulating heat-curable carrier.
United States Patent A method for manufacturing a chip assembly | California, USA 2021
6,648,213 that includes the steps of applying a controlled | and Singapore,

amount of flux to plurality of solder balls on a | 2001

die, applying a non-fluxing underfill material to

a substrate, and assembling the die and

substrate together to form the chip assembly

such that the non-fluxing underfill material is

trapped between the die and the substrate.
United States Patent A passive component circuit comprising a | Singapore, 2000 2020
6,414,859 bridge rectifier that is coupled in parallel to
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three capacitors.

United States Patent A dual switch forward power converter, and a | Singapore, 2007 2027
7,787,265 B2 method of operating the same, employs a

self- coupled driver to achieve among other

advantages higher efficiency, lower part count

and component cost.
United States Patent Light Source Having LED Arrays for Direct | USA, 2015 2031
8,937,432 B2 Operation in Alternating Current Network and

Production Method Thereof.
Japan - Applied Divisional In Process

Bezelless display system application filed
Taiwan - | 444 942 November 2014 July 2017
USA - US7924362 April 2011 October 2018
China - Applied April 2014 In Process
Germany — August 2016 September
102013219628B4 Nozzle to apply dry bonding preform 2017
South Korea - 10-1 703 January 2017 January 2020
383
Taiwan - 1 530 330 April 2016 April 2018
Europe - EP2137570A1 Published In Process
Japan - JP 5513136 Enhanced liquid crystal display system and April 2014 April 2018
Taiwan - 1 437 068 methods May 2014 May 2018
USA -9 348 167 May 2016 November 2019
Germany — 600 42 July 2009 January 2018
590.8-08
Canada — 2 359 228 August 2005 January 2018
Taiwan - 1 280 443 . May 2007 April 2018
USA — 6 181 394 SBLR (Super Bright Low Reflectance January 2001 January 2019
USA -7 405 779 July 2008 January 2017
USA — 6 933 991 August 2005 January 2021
USA -7 649 577 January 2010 July 2017
China - CN103820041A May 2014
Germany - Filed Method for bonding two substrates used Filed
South Korea - 10-2014- | during manufacturing process of display May 2014
0063470 device
Taiwan - 2014 32008 August 2014

Government Regulations and Approvals

IMI complies with all existing government regulations applicable to the company and secures all
government approvals for its registered activities. Currently, there are no known probable
governmental regulations that may significantly affect the business of the Company.

IMI is subject to various national and local environmental laws and regulations in the areas where it
operates, including those governing the use, storage, discharge, and disposal of hazardous
substances in the ordinary course of its manufacturing processes. If more stringent compliance or
cleanup standards under environmental laws or regulations are imposed, or the results of future
testing and analyses at IMI’'s manufacturing plants indicate that it is responsible for the release of
hazardous substances, IMI may be exposed to liability. Further, additional environmental matters may
arise in the future at sites where no problem is currently known or at sites that IMlI may acquire in the
future.

IMI closely coordinates with various government agencies and customers to comply with existing
regulations and continuously looks for ways to improve its environmental and safety standards.

Below is the detailed enumeration of its permits and licenses together with its pertinent details:
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License/Permit Name

Regulatory Body

SEC Certificate of Registration

Securities and Exchange Commission

PEZA Certificate of Registration - Export Enterprise

Philippine Economic Zone Authority

PEZA Certificate of Registration - Facilities
Enterprise

Philippine Economic Zone Authority

BIR Form 2303 - Certificate of Registration

Bureau of Internal Revenue

Permit to Use Computerized Accounting System

Bureau of Internal Revenue

Permit to Use Loose-leaf Invoices

Bureau of Internal Revenue

Authority to Print Invoices

Bureau of Internal Revenue

1. Sales Invoice; Official Receipt (back up
invoices during system downtime

2. Billing Invoice; Collection Receipt (back up
invoices during system downtime)

3. Official Receipt; Service Invoice;
Acknowledgement Receipt

4. Debit Memo; Credit Memo

Barangay Business Clearance

Barangay Binan

Business Permit City of Binan
Environmental Clearance (for Business Permit) City of Binan
Engineering Clearance (for Business Permit) City of Binan
Zoning Clearance (for Business Permit) City of Binan
Sanitary Permit (For Business Permit) City of Binan

Environmental Compliance Certficate

Department of Environment and Natural Resources

Laguna Lake Development Authority Discharge
Permit

Laguna Lake Development Authority

Permit To Operate - Emission Source Installation

CG

SSCG

Department of Environment and Natural Resources

Philippine Drug Enforcement Agency Permit

Philippine Drug Enforcement Agency

License to Operate and X-Ray Facility

Administration

Department of Health - Food and Drug

License to Handle Controlled Precursors &
Essential Chemicals

Philippine Drug Enforcement Agency

License-to-Possess Explosives (Nitric Acid)

CG

SSCG

Philippine National Police

Radioactive Material License

Philippine Nuclear Research Institute

License/Permit Name’ IMI Laguna
License/Permit No. Issue Date | Expiry Date
SEC Certificate of Registration 94419 08/08/1980
PEZA Certificate of Registration - Export
Enterprise 94-59 (Amended) 12/03/2015
PEZA Certificate of Registration - Facilities
Enterprise 11-19-F 11/29/2011
BIR Form 2303 - Certificate of Registration OCN 8RC0000039992 12/20/2012
Permit to Use Computerized Accounting System | 1214-116-00171CAS 01/01/2015
Permit to Use Loose-leaf Invoices LTAD-LL-09-769-14 09/05/2014
OCN 8AU0000273915
For Sales Invoice; 10/16/2014 | 10/15/2019
. . . Official Receipt
Authority to Print Invoices OCN 8AU0000273913
For Billing Invoice; 10/16/2014 | 10/15/2019
Collection Receipt
Barangay Business Clearance BBC03718 01/08/2018 | 12/31/2018
Business Permit 2018-00494 01/09/2018 | 12/31/2018
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Environmental Clearance (for Business Permit) 18-0498 01/09/2018 | 12/31/2018
Engineering Clearance (for Business Permit) 2018-01-0515 01/09/2018 | 12/31/2018
Zoning Clearance (for Business Permit) DZC-00499-2018 01/09/2018 | 12/31/2018
Sanitary Permit (For Business Permit) 0511-2018 01/09/2018 | 12/31/2018
Environmental Compliance Certficate ECC-R4A-1709-0321 09/29/2017
Laguna Lake Development Authority Discharge 01/16/2019
Permit
CG 04/30/2018
SSCG 10/16/2021
Philippine Drug Enforcement Agency Permit 10/06/2018
License to Operate and X-Ray Facility renewal in process
Llcensg to Hand_le Controlled Precursors & 02/16/2018
Essential Chemicals
CG 02/09/2018
SSCG 05/20/2018
Radioactive Material License 05/31/2018
. . IMI Cavite

License/Permit Name License No. Issue Date
PEZA Certificate of Registration - Export Enterprise | 94-59 (Amended) 12/03/2015
BIR Form 2303 - Certificate of Registration OCN 8RC0000039988 | 12/12/2012
Permit to Use Computerized Accounting System 1214-116-00171CAS | 01/01/2015

Permit To Operate - Emission Source Installation

Valid until 8/24/2022

. . CDRRHR-RRD LTO 01/01/2018 —
License to Operate and X-Ray Facility No. IV-1-0193-18 12/31/2018
Llcensc_a to Hand_le Controlled Precursors & 6/28/2018
Essential Chemicals
. . IMI ROHQ
License/Permit Name License No. Issue Date | Expiry Date

SEC Certificate of Registration FS200905182 04/16/2009
BIR Form 2303 - Certificate of Registration OCN 1RC000634390 | 06/25/2013

OCN

_ _ _ 1AU0001692572 09/22/2017 | 09/21/2022

Authority to Print Invoices OCN

1AU0000999180 06/24/2013 | 06/24/2018
Barangay Business Clearance BBC03618 01/08/2018 | 12/31/2018
Business Permit 2018-00496 01/09/2018 | 12/31/2018
Environmental Clearance (for Business Permit) | 18-0500 01/09/2018 12/31/2018
Engineering Clearance (for Business Permit) 2018-01-0518 01/09/2018 12/31/2018
Zoning Clearance (for Business Permit) DZC-00600-2018 01/09/2018 | 12/31/2018
Sanitary Permit (For Business Permit) 0513-2018 01/09/2018 12/31/2018

IMI paid nominal fees required for the submission of applications for the above mentioned

environmental laws.

Research and Development Activities

The Design and Development (D&D) Team has significantly enhanced competencies in electronic and
mechanical design, and software development while also actively engaging in the development of
platforms for the next generation projects. For example, the motor drive platform achieves high quality
and reliability; the automotive camera platform offers excellent thermal management properties and
optical performance; and the power modules utilize proprietary processes to achieve excellent thermal

performance.

The Company has designed and built automated assembly machines incorporating a variety of new

technologies including:
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Robotics

3D-machine vision systems
Precision pressfit technology
Laser marking system

One example of a partially automated production line is a rotary assembly machine, combining eight
different production steps into a single, compact footprint. Through various steps, including optical and
functional tests with laser precision, the rotary assembly machine ultimately separates the
substandard parts from those that passed quality standards. This requires zero manual handling and
adds a high-resolution 3D inspection process. Automation strongly supports the zero-defect program
implemented by IMI China by improving quality and repeatability at critical process steps.

Another example is dual-robot handler in the plastic injection molding line in IMI Mexico that performs
precision based steps with high accuracy that, without automation, would not have been possible to
attain the tight tolerance in the insertion process, the high repeatability in the cycle time, and the high
up-time of the injection machine.

The Advanced Manufacturing Engineering (AME) group in IMI USA (Tustin, California) continues to
offer a unique variety of engineering services, drawing from its long history of leading the industry in
fine precision-assembly technologies. AME collaborates with D&D on a low cost automotive camera
using Himax and flip chip technologies, and also works with D&D Europe on the power module
platform.

To provide greater focus on IMI's automotive camera development, the Camera and Vision
Technology (CVT) group was spun off from D&D in 2016. The CVT group engages in platform
development and design services of the automotive cameras.

With an extensive understanding of the market, the Company also provides end-to-end services to its
customers ranging from simple assembly functions to complex box build services, from design and
development, product reliability testing, materials management, logistics solutions and support
services. This comprehensive range of capabilities grants greater flexibility and provides focused
options for the customers. Its range of capabilities has also enabled the Company to develop a wide
skill set and less reliance on a particular service capability. With its end-to-end services, the Company
believes that it has become a “one stop shop”, able to cater to the various requirements of its
customers. By offering a wide array of services, the Company provides its customers with further
convenience as they would no longer have to select multiple providers for products, thus enhancing
the value that the Company can offer to customers.

IMI spent the following for research and development activities in the last three years:

% to Revenues

2017 $ 3,506,223 0.32
2016 $ 3,601,736 0.43
2015 $ 3,051,525 0.37

Human Resources
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The Company has a total workforce of 14,580 employees as of December 31, 2017, shown in the
following table:

2016 2017 2018 Plan
Managers 425 490 480
Supervisors 1,686 1,950 1,506
Rank-and-File 2,444 3,108 3,351
Technicians/Operators 10,025 11,200 11,267
TOTAL 14,580 16,748 16,604

The relationship between management and employees has always been of solidarity and collaboration
from the beginning of its operations up to the present. The Company believes that open
communication and direct engagement between management and employees are the most effective
ways to resolve workplace issues.

IMI has existing supplemental benefits for its employees such as transportation and meal subsidy,
group hospitalization insurance coverage and non-contributory retirement plan.

The Company has or will have no supplemental benefits or incentive arrangements with its employees
other than those mentioned above.

Risk Factors

The Company’s business, financial condition and results of operation could be materially and
adversely affected by risks relating to the Company and the Philippines.

IMI’s operating results may significantly fluctuate from period to period

There is a risk that the Company’s operating results may fluctuate significantly due to various factors
including but not limited to changes in demand for its products and services, customers’ sales outlook,
purchasing patterns, and inventory adjustments, changes in the types of services provided to
customers, variations in the, volume of products, adjustments in the processes and manner of delivery
of services, as well as alterations to product specifications on account of complexity of product
maturity, the extent to which the Company can provide vertically integrated services for a product. The
result is also affected by the Company’s effectiveness in managing its manufacturing processes,
controlling costs, and integrating any potential future acquisitions, the Company’s ability to make
optimal use of its available manufacturing capacity, changes in the cost and availability of labor, raw
materials, and components, which affect its margins and its ability to meet delivery schedules, and the
ability to manage the timing of its component purchases so that components are available when
needed for production while avoiding the risks of accumulating inventory in excess of immediate
production needs. Fluctuations in operating results may also be experienced by the Company on
account of the advent of new technology and customer qualification of technology employed in the
production, and the occurrence of any changes in local conditions or occurrence of events that may
affect production volumes and costs of production, such as, but not limited to labor conditions, political
instability, changes in law and regulation, economic disruptions or changes in economic policies
affecting flow of capital, entry of competition, substantial rate hikes of utilities required for production.
The Company may also experience possible business disruptions as a result of natural events such as
fire and explosion due to presence and use of flammable materials in the operations, or force majeure.

The factors identified above and other risks discussed in this section affect the Company’s operating
results from time to time.



17

Some of these factors are beyond the Company’s control. The Company may not be able to effectively
sustain its growth due to restraining factors concerning corporate competencies, competition, global
economies, and market and customer requirements. To meet the needs of its customers, the
Company has expanded its operations in recent years and, in conjunction with the execution of its
strategic plans, the Company expects to continue expanding in terms of geographical reach,
customers served, products, and services. To manage its growth, the Company must continue to
enhance its managerial, technical, operational, and other resources.

The Company’s ongoing operations and future growth may also require funding either through internal
or external sources. There can also be no assurance that any future expansion plans will not adversely
affect the Company’s existing operations since execution of said plans may involve challenges. For
instance, the Company may be required to be confronted with such issues as shortages of production
equipment and raw materials or components, capacity constraints, difficulties in ramping up production
at new facilities or upgrading or expanding existing facilities, and training an increasing number of
personnel to manage and operate those facilities. Compounding these issues are other restraining
factors such as more aggressive efforts of competition in expanding business, volatility in global
economies and market and customer requirements. All these challenges could make it difficult for the
Company to implement any expansion plans successfully and in a timely manner.

In response to a very dynamic operating environment and intense industry competition, the Company
focuses on high-growth/high-margin specialized product niches, diversifies its markets and products,
engages in higher value add services, improves its cost structure, and pursues strategies to grow
existing accounts.

IMI is highly dependent on an industry that is characterized by rapid technological changes

The demand for the Company’s solutions is derived from the demand of end customers particularly for
end-use applications in the computing, communications, consumer, automotive, industrial and medical
electronics industries. These industries have historically been characterized by rapid technological
change, evolving industry standards, and changing customer needs. There can be no assurance that
the Company will be successful in responding to these industry demands. New services or
technologies may also render the Company’s existing services or technologies less competitive. If the
Company does not promptly make measures to respond to technological developments and industry
standard changes, the eventual integration of new technology or industry standards or the eventual
upgrading of its facilities and production capabilities may require substantial time, effort, and capital
investment.

The Company is focusing on longer life cycle industries such as automotive, industrial and
telecommunication infrastructure to reduce the volatility of model and design changes. The Company
also keeps itself abreast of trends and technology development the electronics industry and is
continuously conducting studies to enhance its technologies, capabilities and value proposition to its
customers. It defines and executes technology road maps that are aligned with market and customer
requirements.

The industry where IMI operates in does not serve, generally, firm or long-term volume
purchase commitments

Save for specific engagements peculiar to certain products and services required, the Company’s
customers do not generally contract for firm and long-term volume purchase. Customers may place
lower-than-expected orders, cancel existing or future orders or change production quantities. There
are no guaranteed or fixed volume orders that are committed on a monthly or periodic basis.
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In addition, the Company makes significant investment decisions, including determining the levels of
business that it will seek and accept capacity expansion, personnel needs, and other resource
requirements. These key decisions are ultimately based on estimates of customer long-term
requirements. The rapid changes in demand for its products reduce its ability to estimate accurately
long-term future customer requirements. Thus, there is the risk that resource investments are not
optimized at a certain period.

In order to manage the effects of these uncertainties, customers are required to place firm orders
within the manufacturing lead time to ensure delivery. The Company does not solely rely on the
forecast provided by the clients. By focusing on the longer cycle industry segments, the volatility that
comes with rapid model changes is reduced and the Company is able to have a more accurate
production planning and inventory management process.

Buy-back agreements are also negotiated by the Company in the event there are excess inventory
when customer products reach their end-of-life .To the extent possible, the Company’s contract
include volume break pricing, and materials buy-back conditions to taper the impact of sudden
cancellations, reductions, and delays in customer requirements.

IMI may encounter difficulties in connection with its global expansion

The Company’s globalization strategy has transformed it from a Philippines-centric company into a
global network with manufacturing and engineering facilities as well as sales offices in Asia, Europe,
and North America. This global expansion may expose the Company to potential difficulties that
include diversion of management’s attention from the normal operations of the Company’s business,
potential loss of key employees and customers of the acquired companies, physical, legal, cultural,
and social impediments in managing and integrating operations in geographically dispersed locations,
lack of experience operating in the geographic market of the acquired business, reduction in cash
balance and increases in expenses and working capital requirements, which may reduce return on
invested capital, potential increases in debt, which may increase operating costs as a result of higher
interest payments, and complexities in integrating acquired businesses into existing operations, which
may prevent it from achieving, or may reduce the anticipated synergy.

The Company’s acquisitions of new companies or creation of new units, whether onshore or offshore,
may also have an immediate financial impact to the Company due to the dilution of the percentage of
ownership of current stockholders if the acquisition requires any payment in the form of equity of the
Company, the periodic impairment of goodwill and other intangible assets, and liabilities, litigations,
and/or unanticipated contingent liabilities assumed from the acquired companies.

If the Company is not able to successfully manage these potential difficulties, any such acquisitions
may not result in material revenue enhancement or other anticipated benefits or even adversely affect
its financial and/or operating condition.

To limit its exposure, the Company performs a thorough assessment of the upside and downside of
any merger or acquisition. Supported by a team which focuses on business development, finance,
legal, and engineering units, the vision, long-term strategy, compatibility with the culture, customer
relationship, technology, and financial stability of the company to be acquired is carefully examined
thorough due diligence to ensure exposures are mitigated through proper warranties. In addition, the
Company looks at acquisitions that are immediately accretive to the P&L of the Company. The
decision is then reviewed and endorsed by the Finance Committee, and approved by the Board. The
Company carefully plans any merger or acquisition for a substantial period prior to closing date. Prior
to closing of transactions, the Company forms an integration team and formulates detailed execution
plans to integrate the key functions of the acquired entity into the Company.
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IMI may not be able to mitigate the effects of declining prices of goods over the life cycles of
its products or as a result of changes in its mix of new and mature products, mix of turnkey
and consignment business arrangements, and lower prices offered by competition

The price of the Company’s products tends to decline over the later years of the product life cycle,
reflecting decreased costs of input components, improved efficiency, decreased demand, and
increased competition as more manufacturers are able to produce similar or alternative products. The
gross margin for manufacturing services is highest when a product is first developed but as products
mature, average selling prices of a product drop due to various market forces resulting in gross margin
erosion. The Company may be constrained to reduce the price of its service for more mature products
in order to remain competitive against other manufacturing services providers. This is most apparent
in the automotive segment, where the reduction has historically been observed to occur between the
first two to three years. The Company’s gross margin may further decline to be competitive with the
lower prices offered by competition or to absorb excess capacity, liquidate excess inventories, or
restructure or attempt to gain market share.

The Company is moving towards a higher proportion of contracting under a turnkey production (with
the Company providing labor, materials and overhead support), as compared to those under a
consignment model, indicating a possible deterioration in its margins. The Company will also need to
deploy larger amounts of working capital for turnkey engagements.

To mitigate the effects of price declines in the Company’s existing products and to sustain margins,
the Company continues to improve its production efficiency by increasing yields, increasing
throughputs through LEAN and six sigma manufacturing process. In addition, the Company continues
to leverage on its purchase base and supplier programs to avail of discounts and reduced costs in
component prices. It also utilizes its global procurement network and supply chain capabilities to
reduce logistics costs for components including inventory levels. The Company also intensifies its
effort to contract with customers with higher-margin products most of which involve higher engineering
value add and more complex box build or system integration requirements.

IMI operates in a highly competitive industry

Some of the Company’s competitors in the industry may have greater design, engineering,
manufacturing, financial capabilities, or superior resources than the Company. Customers evaluate
EMS and ODMs based on, among other things, global manufacturing capabilities, speed, quality,
engineering services, flexibility, and costs. In outsourcing, OEMs seek to reduce cost. In addition,
major OEMs typically outsource the same type of products to at least two or three outsourcing
partners in order to diversify their supply risks. The competitive nature of the industry may result in
substantial price competition. The Company faces increasing challenges from competitors who are
able to put in place a competitive cost structure by consolidating with or acquiring other competitors,
relocating to lower cost areas, strengthening supply chain partnerships, or enhancing solutions
through vertical integration, among others. The Company’s customers may opt to transact with the
Company’s competitors instead of the Company or if the Company fails to develop and provide the
technology and skills required by its customers at a rate comparable to its competitors. There can be
no assurance that the Company will be able to competitively develop the higher value add solutions
necessary to retain business or attract new customers. There can also be no assurance that it will be
able to establish a compelling advantage over its competitors.

The industry could become even more competitive if OEMs fail to significantly increase their overall
levels of outsourcing. Increased competition could result in significant price competition, reduced
revenues, lower profit margins, or loss of market share, any of which would have a material adverse
effect on the Company’s business, financial condition, and results of operations.
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The Company regularly assesses the appropriate pricing model (so as to ensure that it is
strategic/value based or demand based, among others) to be applied on its quotation to existing or
prospective customers. The Company is also strengthening its risk management capabilities to be
able to turn some of the risks (e.g., credit risks) into opportunities to gain or maintain new or existing
customers, respectively. The Company also continues to develop high value-add services that fit the
dynamic markets it serves. It continues to enhance capabilities in design and development, advanced
manufacturing engineering, test and systems development, value engineering, and supply chain
management to ensure an efficient product realization experience for its customers.

In addition, the Company’s size, stability and geographical reach allow it to attract global OEMs
customers that look for stable partners that can service them in multiple locations. This is evidenced
by increasing number of global contracts that the Company is able to develop and have multiple sites
serving single customers.

Focusing on high value automotive (such as those for ADAS and safety-related, power modules and
electronic control units, among others), industrial and medical segments where strict performance and
stringent certification processes are required, the Company is able to establish a high barrier of entry,
business sustainability and better pricing. Generally, the Company has observed that it is usually
difficult for customers in these industries to shift production as they would have to go through a long
lead time in the certification process. The direction the Company has taken resulted in the rise of the
Company’s ranking in the global and automotive EMS spaces.

IMI may be subject to reputation and financial risks due to product quality and liability issues

The contracts the Company enters into with its customers, especially customers from the automotive
and medical industry, typically include warranties that its products will be free from defects and will
perform in accordance with agreed specifications. To the extent that products delivered by the
Company to its customers do not, or are not deemed to, satisfy such warranties, the Company could
be responsible for repairing or replacing any defective products, or, in certain circumstances, for the
cost of effecting a recall of all products which might contain a similar defect in an occurrence of an
epidemic failure, as well as for consequential damages. Defects in the products manufactured by the
Company adversely affect its customer relations, standing and reputation in the marketplace, result in
monetary losses, and have a material adverse effect on its business, financial condition, and results of
operations. There can be no assurance that the Company will be able to recover any losses incurred
as a result of product liability in the future from any third party.

In order to prevent or avoid a potential breach of warranties which may expose the Company to
liability, the Company performs a detailed review and documentation of the manufacturing process
that is verified, audited and signed-off by the customers. In addition, customers are encouraged, and
in some cases, required to perform official audits of the Company’s manufacturing and quality
assurance processes, to ensure compliance with specifications. The Company works closely with
customers to define customer specifications and quality requirements, and follow closely these
requirements to mitigate future product liability claims. The Company also insures itself on product
liability and recall on a global basis.

IMI’s production capacity may not correspond precisely to its production demand

The Company’s customers may require it to have a certain percentage of excess capacity that would
allow the Company to meet unexpected increases in purchase orders. On occasion, however,
customers may require rapid increases in production beyond the Company’s production capacity, and
the Company may not have sufficient capacity at any given time to meet sharp increases in these
requirements. On the other hand, there is also a risk of the underutilization of the production line,
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which may slightly lower the Company’s profit margins. In response, the Company makes the
necessary adjustments in order to have a match between demand and supply. In the case of a lack in
supply, the Company equips itself with flexible systems that allow it to temporarily expand its
production lines in order to lower the overhead costs, and then make corresponding increases in its
capacity when there is a need for it as well.

To soften the impact of this, the Company closely coordinates with customers to provide the parties
with regular capacity reports and action plan/s for common reference and future capacity utilizations.
The Company also closely collaborates with its customers to understand the required technology
roadmaps, anticipate changes in technological requirements, and discuss possible future solutions.

IMI may be involved in intellectual property disputes

The Company’s business depends in part on its ability to provide customers with technologically
sophisticated products. The Company’s failure to protect its intellectual property or the intellectual
property of its customers exposes it to legal liability, loss of business to competition and could hurt
customer relationships and affect its ability to obtain future business. It could incur costs in either
defending or settling any intellectual property disputes. Customers typically require that the Company
indemnify them against claims of intellectual property infringement. If any claims are brought against
the Company’s customers for such infringement, whether these have merit or not, it could be required
to expend significant resources in defending such claims. In the event the Company is subjected to
any infringement claims, it may be required to spend a significant amount of money to develop non-
infringing alternatives or obtain licenses. The Company may not be successful in developing such
alternatives or in obtaining such licenses on reasonable terms or at all, which could disrupt
manufacturing processes, damage its reputation, and affect its profitability.

Since the Company is not positioned as an ODM, the likelihood of the Company infringing upon
product-related intellectual property of third parties is significantly reduced. Product designs are
prescribed by and ultimately owned by the customer.

The Company observes strict adherence to approved processes and specifications and adopts
appropriate controls to ensure that the Company’s intellectual property and that of its customers are
protected and respected. It continuously monitors compliance with confidentiality undertakings of the
Company and management. As of the date of this Prospectus, there has been no claim or disputes
involving the Company or between the Company and its customers involving any intellectual property.

Demand for services in the EMS industry depends on the performance and business of the
industry’s customers as well as the demand from end consumers of electronic products

The performance and profitability of the Company’s customers’ industries are partly driven by the
demand for electronic products and equipment by end-consumers. If the end-user demand is low for
the industry’s customers’ products, companies in the Company’s industry may see significant changes
in orders from customers and may experience greater pricing pressures. Therefore, risks that could
harm the customers of its industry could, as a result, adversely affect the Company as well. These
risks include the customer’s inability to manage their operations efficiently and effectively, the reduced
consumer spending in key customers’ markets, the seasonality demand for their products, and failure
of the customer’s products to gain widespread commercial acceptance.

The impact of these risks was very evident in the aftermath of the global financial crisis which resulted
in global reduction of demand for electronics products by end-customers. The Company mitigates the
impact of industry downturns on demand by rationalizing excess labor and capacity to geographical
areas that are most optimal, and by initiating cost containment programs. With indications of global
financial recovery already in place, the Company has been able to re-hire some of its employees.
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There are also electronics requirements resulting from global regulations, such as those for improving
vehicle safety and promoting energy-efficient technologies that would increase the demand for
electronic products and equipment.

The Company continuously addresses its concentration risks. There is no single customer that the
Company is dependent on or accounts for more than 15% of the Company’s revenues. The Company
also serves global customers which are not concentrated on a specific geographic market.

IMI’s industry is dependent on the continuous growth of outsourcing by OEMs

The Company belongs to an industry that is dependent on the strong and continuous growth of
outsourcing in the communications, consumer automotive, industrial, and medical electronics
industries where customers choose to outsource production of certain components and parts, as well
as functions in the production process. A customer’s decision to outsource is affected by its ability and
capacity for internal manufacturing and the competitive advantages of outsourcing.

The Company’s industry depends on the continuing trend of increased outsourcing by its customers.
Future growth in its revenue depends on new outsourcing opportunities in which it assumes additional
manufacturing and supply chain management responsibilities from its customers. To the extent that
these opportunities do not materialize, either because the customers decide to perform these
functions internally or because they use other providers of these services, the Company’s future
growth could be limited.

The Company believes that its global footprint with manufacturing operations in Asia, Europe, and
North America, its global supply chain systems and capabilities, and its design services will continue to
provide strategic advantages for customers to outsource parts of their product development and
manufacturing processes to the Company.

IMI’s industry may experience shortages in, or rises in the prices of components, which may
adversely affect business

There is a risk that the Company will be unable to acquire necessary components for its business as a
result of strong demand in the industry for those components or if suppliers experience any problems
with production or delivery.

The Company is often required by its customers to source certain key components from customer-
nominated and accredited suppliers only, and it may not be able to obtain alternative sources of supply
should such suppliers be unable to meet the supply of key components in the future. Shortages of
components could limit its production capabilities or cause delays in production, which could prevent it
from making scheduled shipments to customers.

If the Company is unable to make scheduled shipments, it may experience a reduction in its sales, an
increase in costs, and adverse effects on its business. Component shortages may also increase costs
of goods sold because it may be required to pay higher prices for components in short supply and
redesign or reconfigure products to accommodate substitute components.

To the extent possible, the Company works closely with customers to ensure that there are back up
suppliers or manufacturers for customer-supplied components or components supplied by customer-
nominated suppliers to mitigate uncertainties in the supply chain. In addition, the Company has
established supplier certification and development programs designed to assess and improve
suppliers’ capability in ensuring uninterrupted supply of components to the Company.
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Any shortage of raw materials or components could impair IMI’s ability to ship orders of its
products in a cost-efficient manner or could cause IMI to miss its delivery requirements of its
retailers or distributors, which could harm IMI’s business

The ability of the Company’s manufacturers to supply its products is dependent, in part, upon the
availability of raw materials and certain components. The Company’s manufacturers may experience
shortages in the availability of raw materials or components, which could result in delayed delivery of
products to the Company or in increased costs to it. Any shortage of raw materials or components or
inability to control costs associated with manufacturing could increase the costs for the Company’s
products or impair its ability to ship orders in a timely cost-efficient manner. As a result, it could
experience cancellation of orders, refusal to accept deliveries, or a reduction in the Company’s prices
and margins, any of which could harm the Company’s financial performance and results of operations.
Other than for customer-nominated suppliers or specialty components for the manufacture of specific
products, the Company is not dependent on a single supplier for its raw materials.

IMI may be exposed to risk of inventory obsolescence and working capital tied up in
inventories

As an EMS provider, the Company may be exposed to a risk of inventory obsolescence because of
rapidly changing technology and customer requirements. Inventory obsolescence may require it to
make adjustments to write down inventory to the lower of cost or net realizable value, and its operating
results could be adversely affected. The Company is cognizant of these risks and accordingly
exercises due diligence in materials planning. The Company also provides in its inventory systems and
planning a reasonable amount for obsolescence. It is working with key suppliers to establish supplier-
managed inventory arrangements that will mutually reduce the risk. In addition, the Company often
negotiates buy back arrangements with customers where, in the event the customers’ purchase orders
are delayed, canceled, or enter in the end-of-lfe phase, the customers assume the risk and
compensate the Company for the excess inventory.

IMI may, from time to time, be involved in legal and other proceedings arising out of its
operations.

The Company may, from time to time, be involved in disputes with its employees and various parties
involved in its manufacturing operations, including contractual disputes with customers or suppliers,
labor disputes with workers or be exposed to damage or personal liability claims. Regardless of the
outcome, these disputes may lead to legal or other proceedings and may result in substantial costs,
delays in the Company’s development schedule, and the diversion of resources and management’s
attention. The Company may also have disagreements with regulatory bodies in the course of its
operations, which may subject it to administrative proceedings and unfavorable decisions that result in
penalties and/or delay the development of its projects. In such cases, the Company’s business,
financial condition, results of operations and cash flows could be materially and adversely affected.

IMI is highly dependent on the continued service of its directors, members of senior
management and other key officers

The Company’s directors, members of its senior management, and other key officers have been an
integral part of its success, and the experience, knowledge, business relationships and expertise that
would be lost should any such persons depart could be difficult to replace and may result in a
decrease in the Company’s operating efficiency and financial performance. Key executives and
members of management of the Company include CEO, President and COO, CFO, Chief
Procurement Officer, Leaders of Strategic Business Development and Mergers and Acquisitions,
Global Sales and Marketing, Global HR, Global Design and Development, Global Advanced
Manufacturing Engineering, and Global Quality, and Plant General Managers (GMs). In the event that
the Company loses the services of any such person and is unable to fill any vacant key executive or
management positions with qualified candidates, or if the qualified individual takes time to learn the
details of the Company, the Company’s business and results of operations may be adversely affected.
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Any deterioration in IMI’'s employee relations could materially and adversely affect the
Company’s operations

The Company’s success depends partially on the ability of the Company, its contractors, and its third
party marketing agents to maintain productive workforces. Any strikes, work stoppages, work
slowdowns, grievances, complaints or claims of unfair practices or other deterioration in the
Company’s, its contractors’ or its third party marketing agents’ employee relations could have a
material and adverse effect on the Company’s financial condition and results of operations. There
have been no historical events related to strikes or protests from its employees or unions, given the
well-established employee relations of the Company.

IMI’'s success depends on attracting, engaging, and retaining key talents, including skilled
research and development engineers

In order to sustain its ability to complete contracted services and deliver on commitments and promote
growth, the Company will have to continuously attract, develop, engage and retain skilled workforce
highly capable to achieve business goals. The Company recognizes that its competitiveness is
dependent on its key talent pipeline, including leadership, talent and skill pool, and succession plan.

The Company continuously identifies top-caliber candidates and keeps the pipeline full to be ready to
assume new roles and fuel growth. The Company has a strong ability to hire in terms of the quality of
recruits as well as in scale. Specifically, there is strong recruitment in Philippines and in China, having
been able to tie up with universities. In the case of an immediate need for to provide manpower, there
are contractual agreements at hand to meet the demand. They have the ability to rapidly organize and
train skilled workers for new products and services and retain qualified personnel.

The Company also leverages on its global reach to identify, recruit and develop the right employees
who can be deployed to the various operating units or divisions of the Company. It also implements
on a regular basis pertinent employee training and development programs, including a cadetship
program that enables it to tap and employ capable graduates from different leading universities. The
Company has implemented proactive measures to retain employees through sound retention
programs, encouraging work-life balance among its employees, and providing structured career
development paths to promote career growth within the organization and loyalty to the Company.

RISKS RELATING TO COUNTRIES WHERE THE COMPANY OPERATES (INCLUDING THE
PHILIPPINES)

IMI conducts business in various jurisdictions, exposing it to business, political, operational,
financial, and economic risks due to its operations in these jurisdictions

There is no assurance that there will be no occurrence of an economic slowdown in the countries
where the Company operates, including the Philippines. Factors that may adversely affect an economy
include but are not limited to:

e decreases in business, industrial, manufacturing or financial activity in the Philippines or in the

global market,

e scarcity of credit or other financing, resulting in lower demand for products and services

e the sovereign credit ratings of the country,

e exchange rate fluctuations,

e aprolonged period of inflation or increase in interest rates,

e changes in the relevant government's taxation policies,

e natural disasters, including typhoons, earthquakes, fires, floods and similar events,

e political instability, terrorism or military conflict, and

e other regulatory, political or economic developments in or affecting the Company
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Notwithstanding the foregoing, the global operations, marketing, and distribution of the Company’s
products inherently integrate the impact of any economic downturn affecting a single country where
the Company operates, and enables the Company to shift the focus of its operations to other
jurisdictions.

The Company’s manufacturing and sales operations are located in a number of countries throughout
Asia, Europe, and North America. As a result, it is affected by business, political, operational, financial,
and economic risks inherent in international business, many of which are beyond the Company’s
control, including difficulties in obtaining domestic and foreign export, import, and other governmental
approvals, permits, and licenses, and compliance with foreign laws, which could halt, interrupt, or
delay the Company’s operations if it is unable to obtain such approvals, permits, and licenses, and
could have a material adverse effect on the Company’s results of operations.

Changes in law including unexpected changes in regulatory requirements affect the Company’s
business plans, such as those relating to labor, environmental compliance and product safety. Delays
or difficulties, burdens, and costs of compliance with a variety of foreign laws, including often
conflicting and highly prescriptive regulations also directly affect the Company’s business plans and
operations, cross-border arrangements and the inter-company systems.

Increases in duties and taxation and a potential reversal of current tax or other currently favorable
policies encouraging foreign investment or foreign trade by host countries leading to the imposition of
government controls, changes in tariffs, or trade restrictions on component or assembled products
may result in adverse tax consequences, including tax consequences which may arise in connection
with inter-company pricing for transactions between separate legal entities within a group operating in
different tax jurisdictions, also result in increases in cost of duties and taxation.

Actions which may be taken by foreign governments pursuant to any trade restrictions, such as “most
favored nation” status and trade preferences, as well as potential foreign exchange and repatriation
controls on foreign earnings, exchange rate fluctuations, and currency conversion restrictions may
adversely affect the Company’s business and financial condition.

Under existing foreign exchange controls in the Philippines, as a general rule, Philippine residents may
freely dispose of their foreign exchange receipts and foreign exchange may be freely sold and
purchased outside the Philippine banking system. Restrictions exist on the sale and purchase of
foreign exchange in the Philippine banking system. In the past, the Government has instituted
restrictions on the ability of foreign companies to use foreign exchange revenues or to convert
Philippine pesos into foreign currencies to satisfy foreign currency- denominated obligations, and no
assurance can be given that the Government will not institute such or other restrictive exchange
policies in the future.

A substantial portion of the Company’s manufacturing operations is located in China, which has
regulated financial and foreign exchange regime. The Company continuously evaluates the options
available to the organization to ensure maximum usage of excess liquidity. Among others, excess
liquidity may be repatriated out of China through dividend payments, payment of management service
or royalty fees, use of leading and lagging payment, and transfer pricing.

Environmental laws applicable to IMI’'s projects could have a material adverse effect on its
business, financial condition or results of operations

The Company cannot predict what environmental legislation or regulations will be amended or enacted
in the future, how existing or future laws or regulations will be enforced, administered or interpreted, or
the amount of future expenditures that may be required to comply with these environmental laws or
regulations or to respond to environmental claims. The introduction or inconsistent application of, or



26

changes in, laws and regulations applicable to the Company’s business could have a material adverse
effect on its business, financial condition and results of operations.

There can be no assurance that current or future environmental laws and regulations applicable to the
Company will not increase the costs of conducting its business above currently projected levels or
require future capital expenditures. In addition, if a violation of any environmental law or regulation
occurs or if environmental hazards on land where the Company’s projects are located cause damage
or injury to buyers or any third party, the Company may be required to pay a fine, to incur costs in
order to cure the violation and to compensate its buyers and any affected third parties.

Any political instability in the Philippines and the countries where IMI operates may adversely
affect the business operations, plans, and prospects of the Company

The Philippines has from time to time experienced severe political and social instability. The Philippine
Constitution provides that, in times of national emergency, when the public interest so requires, the
Government may take over and direct the operation of any privately owned public utility or business.

Macro-economic conditions of different countries where IMI operates may adversely affect the
Company'’s business and prospectus

Historically, the Philippines’ sovereign debt has been rated relatively low by international credit rating
agencies. Although the Philippines’ long-term foreign currency-denominated debt was recently
upgraded by each of Standard & Poor’s, and Moody’s to investment-grade, no assurance can be given
that Standard & Poor’s, or Moody’s or any other international credit rating agency will not downgrade
the credit ratings of the Government in the future and, therefore, Philippine companies. Any such
downgrade could have an adverse impact on the liquidity in the Philippine financial markets, the ability
of the Government and Philippine companies, including the Parent Company, to raise additional
financing and the interest rates and other commercial terms at which such additional financing is
available

In addition, some countries in which the Company operates, such as the Czech Republic and Mexico,
have experienced periods of slow or negative growth, high inflation, significant currency devaluations,
or limited liability of foreign exchange. In countries such as China and Mexico, governmental
authorities exercise significant influence over many aspects of the economy which may significantly
affect the Company.

Furthermore, the risk of imposing big border tax to US manufacturers that move jobs outside the
country will have impact to where the company operates, particularly Mexico. In January 2017, US
President Donald Trump has met with executives of the Big Three U.S. automakers and told the
executives of General Motors, Ford and Fiat Chrysler that he was going to make it easier for them to
invest in the country. He will reduce the taxes and unnecessary regulations to those manufacturing in
the United States. Trump began singling out companies that were planning investments in Mexico that
involved moving American jobs. Trump promised a big border tax on cars shipped from Mexico into
the United States.

On an as-need basis, the Company seeks the help of consultants and subject matter experts for
changes in laws and regulations that may have a significant impact in the Company’s business
operations. It also maintains good relationship with local government, customs, and tax authorities
through business transparency and compliance and/or payment of all government-related
assessments in a timely manner. The Company has been able to overcome major crises brought
about by economic and political factors affecting the countries where it operates. The strong corporate
governance structure of the Company and its prudent management team are the foundations for its
continued success. The Company also constantly monitors its macroeconomic risk exposure,
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identifies unwanted risk concentration, and modifies its business policies and activities to navigate
such risks.

There is no single customer that the Company is dependent on or accounts for more than 15% of the
Company’s revenues. The Company also serves global customers which are not concentrated on a
specific geographic market.

Severe macroeconomic contractions may conceivably lead the Company to tweak or modify its
investment decisions to meet the downturn. As a holding company, the Company affirms the principles
of fiscal prudence and efficiency in the operations to its subsidiaries operating in various countries.

IMI faces risks of international expansion and operation in multiple jurisdictions

The Company expects to have an international customer base which may require worldwide service
and support. The Company may expand its operations internationally and enter additional markets,
which will require significant management attention. Any such expansion may cause a strain in
existing management resources.

The distances between the Company, the customers, and the suppliers globally, create a number of
logistical and communications challenges, including managing operations across multiple time zones,
directing the manufacture and delivery of products across significant distances, coordinating the
procurement of raw materials and their delivery to multiple locations, and coordinating the activities
and decisions of the Company’s management team, the members of which are spread out
internationally.

While the Company tries to keep its local expertise, it established global functions to ensure that there
is adequate coordination of activities. In addition, the availability and use of cell phones, e-mails, and
internet based communication tools by the Company resulted in more efficient and timely coordination
of activities and decision making by management from different sites and countries.

The Company aggressively pursues hiring of experienced international managers and staff globally.
This enables the Company to ensure that it has sufficient manpower complement possessed with the
required skills and experience to work with customers, vendors, and other partners in and out of the
relevant country where it operates.

Natural or other catastrophes, including severe weather conditions and epidemics, that may
materially disrupt IMI’'s operations, affect its ability to complete projects and result in losses
not covered by its insurance

The Philippines has experienced a number of major natural catastrophes over the years, including
typhoons, droughts, volcanic eruptions and earthquakes. In October 2013, a 7.2 magnitude
earthquake affected Cebu and the island of Bohol, and in November 2013, Super Typhoon Haiyan
(called Yolanda in the Philippines) caused destruction and casualties of an as yet undetermined
amount, in Tacloban, certain parts of Samar, and certain parts of Cebu City, all of which are located in
the Visayas, the southern part of the Philippines. There can be no assurance that the occurrence of
such natural catastrophes will not materially disrupt the Company’s operations. These factors, which
are not within the Company’s control, could potentially have significant effects on the Company’s
manufacturing facilities. As a result, the occurrence of natural or other catastrophes or severe weather
conditions may adversely affect the Company’s business, financial condition and results of operations.

Natural disasters, such as the 2008 earthquake in China, where most of the Company’s manufacturing
operations are located, could severely disrupt the Company’s manufacturing operations and increase
the Company’s supply chain costs. These events, over which we have little or no control, could cause
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a decrease in demand for the Company’s services, make it difficult or impossible for the Company to
manufacture and deliver products and for the Company’s suppliers to deliver components allowing it to
manufacture those products, require large expenditures to repair or replace the Company’s facilities,
or create delays and inefficiencies in the Company’s supply chain.

Any escalation in these events or similar future events may disrupt the Company’s operations and the
operations of the Company’s customers and suppliers, and may affect the availability of materials
needed for the Company’s manufacturing services. Such events may also disrupt the transportation of
materials to the Company’s manufacturing facilities and finished products to the Company’s
customers.

There can be no assurance that the Company is fully capable to deal with these situations and that the
insurance coverage it maintains will fully compensate it for all the damages and economic losses
resulting from these catastrophes.

Political instability or threats that may disrupt IMI’s operations could result in losses not
covered by the Company’s insurance

No assurance can be given that the political environment in the Philippines will remain stable and any
political instability in the future could reduce consumer demand, or result in inconsistent or sudden
changes in regulations and policies that affect the Company’s business operations, which could have
an adverse effect on the results of operations and the financial condition of the Company.

Increased political instability threats or occurrence of terrorist attacks, enhanced national security
measures, and conflicts, as well as territorial and other disputes, which strain international relations,
may reduce consumer confidence and economic weakness.

Any impact on the following cases in countries in which the Company has operations could materially
and adversely affect the Company’s business plans and prospects, financial condition and results of
operations.

The Philippines, China, and several Southeast Asian nations have been engaged in a series of long
standing territorial disputes over certain islands in the West Philippine Sea, also known as the South
China Sea. Moreover, President Donald Trump’s nominee for Secretary of State Rex Tillerson said
China must be denied access to artificial islands it has built in the disputed waters. Trump had
previously accused China of building a military fortress in the South China Sea. China claims more
than 80 percent of the South China Sea, where it has built up its military presence as well as
constructing the islands. Vietnam, the Philippines, Brunei, Malaysia and Taiwan claim parts of the
same maritime area, a thriving fishing zone through which more than $5 trillion of trade passes each
year. In July 2016, an international tribunal in The Hague ruled against China in a case brought by the
Philippines, saying it had no historic rights to the resources within a dashed line drawn on a 1940s
map that had formed the basis of its claims. While the court said the ruling was binding, China said the
29 tribunal had no jurisdiction. China is also in dispute with Japan and India over claims to a separate
set of islands.

President Donald Trump signed an executive order on January 27, 2017 that indefinitely suspends
admissions for Syrian refugees and limits the flow of other refugees into the United States by
instituting what the President has called "extreme vetting" of immigrants. The executive order on
Protection of the Nation from Foreign Terrorist Entry into The United States is the start of tightening
borders and halting certain refugees from entering the United States. The order bars all persons from
certain "terror-prone" countries from entering the United States for 90 days and suspends the US
Refugee Admissions Program for 120 days until it is reinstated "only for nationals of countries for
whom" members of Trump's Cabinet deem can be properly vetted.

The “British exit of the European Union (EU)," or known as Brexit on June 23, 2016 is considered the
most significant economic demerger between major economies since the Second World War. British
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vote to leave the European Union is likely to impose major instability on top of economic fragility and
artificial financial markets. The Brexit referendum roiled global markets, including currencies, causing
the British pound to fall to its lowest level in decades. In November 2016, the British High Court ruled
that the government needs the Parliament's approval to trigger Article 50 of the Lisbon Treaty and
begin the two-year process of withdrawing the UK from the EU. On February 1, 2017, Prime Minister
Theresa May won votes from Members of Parliament in the House of Commons for the bill to invoke
Article 50 and start the Brexit process in March 2017. The bill is expected to pass through debates in
the Commons and the House of Lords by March 7, and upon royal assent from Queen Elizabeth I, to
become an Act of Parliament.

Investors may face difficulties enforcing judgments against IMI

It may be difficult for investors to enforce judgments against the Company owing to its global
operations, diverse residencies of its different officers, and assets located in different jurisdictions. It
may particularly be difficult for investors to effect service of process upon any officer who is not a
resident of the country where judgments from courts or arbitral tribunals are obtained outside or within
the Philippines if these are predicated upon the laws of jurisdictions other than the country where such
judgments are obtained.

The Philippines is party to the United Nations Convention on the Enforcement and Recognition of
Arbitral Awards, though it is not party to any international treaty relating to the recognition or
enforcement of foreign judgments. Nevertheless, the Philippine Rules of Civil Procedure provide that a
judgment or final order of a foreign court is, through the institution of an independent action,
enforceable in the Philippines as a general matter, unless there is evidence that: (i) the foreign court
rendering judgment did not have jurisdiction, (ii) the judgment is contrary to the laws, public policy,
customs or public order of the Philippines, (iii) the party against whom enforcement is sought did not
receive notice, or (iv) the rendering of the judgment entailed collusion, fraud, or a clear mistake of law
or fact.

ITEM 2. PROPERTIES

IMI has production facilities in the Philippines (Laguna, Cavite and Taguig), China (Shenzhen, Jiaxing,
Chengdu, and Suzhou), Bulgaria, Czech Republic, Germany, Mexico and the UK. It also has a
prototyping and NPI facility located in Tustin, California. Engineering and design centers, on the other
hand, are located in the Philippines, Singapore, China, United States, Bulgaria, Czech Republic, and
Germany. IMI also has a global network of sales and logistics offices in Asia, North America and
Europe.

The Company’s global facilities and capabilities of each location as of December 31, 2017 are shown
below:

Floor Area

Location
- (square meters)

Capabilities

Manufacturing Sites

Philippines-Laguna 96,182 = 31 SMT lines, 2 FC lines

(2 sites) = 5 COB/COF lines

= Box build to Complex Equipment
manufacturing

LVHM, HVLM

Solder Wave, Potting, Al & AG W/B
Protective Coating

ICT, FCT, AOI, RF Testing
Des