Report of the Audit and Risk Committee to the Board of Directors
For the Year Ended 31 December 2019

The Board-approved Audit and Risk Committee Charter defines the duties and
responsibilities of the Audit Committee. In accordance with the Charter, the Committee
assists the Board of Directors in fulfilling its oversight responsibilities to the shareholders
with respect to:

Integrity of the Company’s financial statements and the financial reporting process

Appointment, remuneration, qualifications, independence and performance of the
independent external auditors and the integrity of the audit process as a whole

Effectiveness of the systems of internal control and the risk management process
Performance and leadership of the internal audit function
Compliance with applicable legal, regulatory and corporate governance requirements

In compliance with the Audit and Risk Committee Charter, we confirm that:

The Chairman and another member of the Committee are independent directors;

We had four (4) regular meetings during the year with all the members present. We met
separately with the internal and external auditors in an executive session during the year;

We recommended for approval of the Board and endorsement to the shareholders the
reappointment of SGV & Co. as the Company’s 2019 independent auditor;

We have reviewed and discussed the quarterly unaudited consolidated financial
statements and the annual audited consolidated financial statements of Integrated Micro-
Electronics, Inc. and subsidiaries (“IMI”) with management, the internal auditors, as well
as SGV & Co. as the independent auditor of IMI, and that these activities were performed
in the following context:

Management has the primary responsibility for the financial statements and the financial
reporting process; and

SGV & Co. is responsible for expressing an opinion on the conformity of IMI's audited
consolidated financial statements with Philippine Financial Reporting Standards;

We have discussed and approved the overall scope and the respective audit plans of the
Company'’s internal auditors and SGV & Co. We have also discussed the results of their

audits, their assessment of the Company’s internal controls, and the overall quality of the
financial reporting process including their management letter of comments;

We have reviewed the reports and updates of the internal auditors ensuring that
management is taking appropriate corrective actions in a timely manner, including
addressing internal control and compliance issues. The Global Internal Audit Group
obtained the highest rating of “Generally Conforms,” from the External Quality
Assessment Review performed by Punongbayan & Araullo/Grant Thorton external audit
firm in January 2020.

Based on the assurance provided by internal audit and SGV & Co., as a result of their
audit activities, the Committee assessed that the Company’s systems of internal controls,
risk management, and governance processes are adequate;

We have reviewed and discussed the adequacy of IMI's enterprise risk management
process, including the nature of significant risk exposures, and the related risk mitigation
efforts and initiatives. This activity was reviewed in the context that management is
primarily responsible for the risk management process:



e We have reviewed and recommended for the approval by the Board of Directors all audit,
audit-related and non-audit services provided by SGV & Co. to IMI and the related fees
for such services. We have also assessed the compatibility of non-audit services with the
auditors’ independence to ensure that such services will not impair their independence;

e We have conducted an annual assessment of our performance to confirm that the
Committee satisfactorily performed its responsibilities based on the requirements of its
Charter; and

* We reviewed the Audit Committee Charter to ensure that it is updated and aligned with
regulatory requirements.

Based on the reviews and discussions undertaken, and subject to the limitations on our roles
and responsibilities referred to above, the Audit and Risk Committee recommends to the
Board of Directors that the audited consolidated financial statements be included in the
Annual Report for the year ended December 31, 2019 for filing with the Securities and
Exchange Commission and the Philippine Stock Exchange.

The Audit and Risk Committee is also recommending to the Board of Directors the re-
appointment of SGV & Co. as IMI's independent auditor for 2020 based on the review of
their performance and qualifications.
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