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This report contains forward-looking statements within the meaning of the federal securities laws, including but not
limited to statements regarding: (1) the amount, timing and focus of our expected capital investments in 2016
including expenditures in support of advanced packaging and test equipment and expenditures related to our K5
factory and research and development facility in Korea ("K5"), (2) our ability to fund our operating activities and
financial requirements for the next twelve months, (3) the effect of changes in capacity utilization on our gross
margin, (4) the focus of our research and development activities, (5) the expiration of tax holidays in jurisdictions in
which we operate and expectations regarding our effective tax rate and the availability of tax incentives, (6) the
creation or release of valuation allowances related to taxes in the future, (7) our repurchase or repayment of
outstanding debt or the conversion of debt in the future, (8) payment of dividends, (9) compliance with our covenants,
(10) expected contributions to foreign pension plans, (11) liability for unrecognized tax benefits and the potential
impact of our unrecognized tax benefits on our effective tax rate, (12) the effect of foreign currency exchange rate
exposure on our financial results, (13) the volatility of the trading price of our common stock, (14) changes to our
internal controls related to integration of acquired operations and implementation of an enterprise resource planning
(“ERP”) system, (15) our efforts to enlarge our customer base in certain geographic areas and markets, (16) demand for
advanced packages in mobile devices and our technology leadership and potential growth in this market and (17) our
expected forfeiture rate for outstanding stock options and restricted shares, (18) our expected rate of return for pension
plan assets, (19) the impact of the recent earthquakes in Kumamoto, Japan, (20) the sale of our K1 factory in Korea
and the anticipated gain from the transaction, and our plan to consolidate our factory operations in Korea and (21)
other statements that are not historical facts. In some cases, you can identify forward-looking statements by
terminology such as “may,” “will,” “should,” “expects,” “plans,” “anticipates,” “believes,” “estimates,” “predicts,” “potential,” “continue,”
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“intend” or the negative of these terms or other comparable terminology. Because such statements include risks and
uncertainties, actual results may differ materially from those anticipated in such forward-looking statements as a result
of various factors, including those set forth in the following report as well as in Part II, Item 1A of this Quarterly
Report on Form 10-Q.

-1-
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PART I. FINANCIAL INFORMATION

Item 1.        Financial Statements

AMKOR TECHNOLOGY, INC.
CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)

For the Three Months
Ended
September 30,

For the Nine Months
Ended
September 30,

2016 2015 2016 2015
(In thousands, except per share data)

Net sales $1,086,014 $734,362 $2,872,022 $2,213,959
Cost of sales 872,214 607,762 2,403,732 1,837,314
Gross profit 213,800 126,600 468,290 376,645
Selling, general and administrative 72,363 54,232 216,894 173,609
Research and development 26,822 21,073 84,145 59,119
Total operating expenses 99,185 75,305 301,039 232,728
Operating income 114,615 51,295 167,251 143,917
Interest expense 21,488 17,695 58,496 64,317
Interest expense, related party 1,243 1,243 3,727 3,727
Other (income) expense, net 6,657 (11,576 ) 9,607 (4,784 )
Total other expense, net 29,388 7,362 71,830 63,260
Income before taxes and equity in earnings of unconsolidated
affiliate 85,227 43,933 95,421 80,657

Income tax expense 24,086 16,568 29,319 27,198
Income before equity in earnings of unconsolidated affiliate 61,141 27,365 66,102 53,459
Equity in earnings of J-Devices — 1,217 — 10,587
Net income 61,141 28,582 66,102 64,046
Net income attributable to non-controlling interests (1,052 ) (847 ) (2,175 ) (2,386 )
Net income attributable to Amkor $60,089 $27,735 $63,927 $61,660
Net income attributable to Amkor per common share:
Basic $0.25 $0.12 $0.27 $0.26
Diluted $0.25 $0.12 $0.27 $0.26
Shares used in computing per common share amounts:
Basic 237,353 236,888 237,157 236,813
Diluted 238,192 236,974 237,586 237,168

The accompanying notes are an integral part of these statements.
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AMKOR TECHNOLOGY, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)

For the Three
Months Ended
September 30,

For the Nine Months
Ended
September 30,

2016 2015 2016 2015
(In thousands)

Net income $61,141 $28,582 $66,102 $64,046
Other comprehensive income (loss), net of tax:
Adjustments to unrealized components of defined benefit pension plans, net
of tax 24 22 71 66

Foreign currency translation 5,883 10 52,161 (102 )
Equity interest in J-Devices' other comprehensive income, net of tax — 4,394 — 509
Total other comprehensive income (loss) 5,907 4,426 52,232 473
Comprehensive income 67,048 33,008 118,334 64,519
Comprehensive income attributable to non-controlling interests (1,052 ) (847 ) (2,175 ) (2,386 )
Comprehensive income attributable to Amkor $65,996 $32,161 $116,159 $62,133

The accompanying notes are an integral part of these statements.

- 3-
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AMKOR TECHNOLOGY, INC.
CONSOLIDATED BALANCE SHEETS
(Unaudited)

September 30,
2016

December 31,
2015

(In thousands, except per
share data)

ASSETS
Current assets:
Cash and cash equivalents $549,836 $ 523,172
Restricted cash 2,000 2,000
Accounts receivable, net of allowances 630,984 526,143
Inventories 272,589 238,205
Other current assets 31,637 27,960
Total current assets 1,487,046 1,317,480
Property, plant and equipment, net 2,619,469 2,579,017
Goodwill 27,908 23,409
Restricted cash 4,209 2,176
Other assets 102,482 104,346
Total assets $4,241,114 $ 4,026,428
LIABILITIES AND EQUITY
Current liabilities:
Short-term borrowings and current portion of long-term debt $30,834 $ 76,770
Trade accounts payable 517,745 434,222
Capital expenditures payable 179,768 242,980
Accrued expenses 346,613 264,212
Total current liabilities 1,074,960 1,018,184
Long-term debt 1,473,214 1,435,269
Long-term debt, related party 75,000 75,000
Pension and severance obligations 191,615 167,197
Other non-current liabilities 86,265 113,242
Total liabilities 2,901,054 2,808,892
Commitments and contingencies (Note 16)
Stockholders’ equity:
Preferred stock, $0.001 par value, 10,000 shares authorized, designated Series A, none
issued — —

Common stock, $0.001 par value, 500,000 shares authorized, 283,483 and 282,724 shares
issued, and 237,695 and 237,005 shares outstanding, in 2016 and 2015, respectively 283 283

Additional paid-in capital 1,888,641 1,883,592
Accumulated deficit (403,820 ) (467,747 )
Accumulated other comprehensive income (loss) 50,148 (2,084 )
Treasury stock, at cost, 45,788 and 45,719 shares in 2016 and 2015, respectively (214,204 ) (213,758 )
Total Amkor stockholders’ equity 1,321,048 1,200,286
Non-controlling interests in subsidiaries 19,012 17,250
Total equity 1,340,060 1,217,536
Total liabilities and equity $4,241,114 $ 4,026,428
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The accompanying notes are an integral part of these statements.
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AMKOR TECHNOLOGY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

For the Nine Months
Ended
September 30,
2016 2015
(In thousands)

Cash flows from operating activities:
Net income $66,102 $64,046
Depreciation and amortization 416,517 371,968
Loss on debt retirement — 9,560
Other operating activities and non-cash items (4,382 ) (9,879 )
Changes in assets and liabilities 13,379 (5,299 )
Net cash provided by operating activities 491,616 430,396
Cash flows from investing activities:
Payments for property, plant and equipment (481,670 ) (352,644 )
Proceeds from sale of property, plant and equipment 13,687 5,212
Cash received on sale of subsidiary to J-Devices, net — 8,355
Investment in J-Devices — (12,908 )
Other investing activities (2,176 ) (869 )
Net cash used in investing activities (470,159 ) (352,854 )
Cash flows from financing activities:
Borrowings under revolving credit facilities 115,000 180,000
Payments under revolving credit facilities (155,000 ) (100,000 )
Borrowings under short-term debt 27,594 —
Payments of short-term debt (36,211 ) —
Proceeds from issuance of long-term debt 45,000 360,000
Payments of long-term debt (12,955 ) (530,000 )
Payments for debt issuance costs (156 ) —
Payments for the retirement of debt — (7,030 )
Payments for capital lease obligations (1,691 ) —
Proceeds from the issuance of stock through share-based compensation plans 2,600 657
Payments of tax withholding for restricted shares (446 ) (548 )
Payments of subsidiary dividends to non-controlling interests (413 ) (123 )
Net cash used in financing activities (16,678 ) (97,044 )
Effect of exchange rate fluctuations on cash and cash equivalents 21,885 —
Net increase (decrease) in cash and cash equivalents 26,664 (19,502 )
Cash and cash equivalents, beginning of period 523,172 449,946
Cash and cash equivalents, end of period $549,836 $430,444
Non cash investing and financing activities:
Property, plant and equipment included in capital expenditures payable $179,768 $221,281
Equipment acquired through capital lease $4,908 $—

The accompanying notes are an integral part of these statements.
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AMKOR TECHNOLOGY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1.    Interim Financial Statements 

Basis of Presentation. The Consolidated Financial Statements and related disclosures as of September 30, 2016, and
for the three and nine months ended September 30, 2016 and 2015, are unaudited, pursuant to the rules and
regulations of the United States Securities and Exchange Commission (“SEC”). The December 31, 2015, Consolidated
Balance Sheet data was derived from audited financial statements, but does not include all disclosures required by
accounting principles generally accepted in the United States of America (“U.S.”). Certain information and footnote
disclosures normally included in financial statements prepared in accordance with U.S. generally accepted accounting
principles (“U.S. GAAP”) have been condensed or omitted pursuant to such rules and regulations. In our opinion, these
financial statements include all adjustments (consisting only of normal recurring adjustments) necessary for the fair
statement of the results for the interim periods. These financial statements should be read in conjunction with the
financial statements included in our Annual Report for the year ended December 31, 2015, filed on Form 10-K with
the SEC on February 22, 2016. The results of operations for the three and nine months ended September 30, 2016, are
not necessarily indicative of the results to be expected for the full year. Unless the context otherwise requires, all
references to “Amkor,” “we,” “us,” “our” or the “company” are to Amkor Technology, Inc. and our subsidiaries.

On December 30, 2015, we increased our ownership in J-Devices to 100% (Note 3). As a result, our accounting for
J-Devices changed from the equity method to the consolidation method effective December 30, 2015. The operating
results of J-Devices were consolidated beginning in 2016.

Revision to Previously Reported Financial Information. In the second quarter of 2016, we identified an error in the
provision for income taxes in the financial statements for J-Devices for the periods beginning in 2012 through the
fourth quarter of 2015.  We believe that the error is not material to Amkor for the periods impacted and have elected
to revise our previously issued consolidated financial statements.  Periods presented herein are based on the revised
financial results. See Note 17 for additional information.

Use of Estimates. The Consolidated Financial Statements have been prepared in conformity with U.S. GAAP, using
management’s best estimates and judgments where appropriate. These estimates and judgments affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements. The estimates and judgments will also affect the reported amounts for certain revenues and expenses
during the reporting period. Actual results could differ materially from these estimates and judgments.

Goodwill. The balance of goodwill in our Consolidated Balance Sheets reflects adjustments for foreign currency
translation.

2.    New Accounting Standards 

Recently Adopted Standards

In April 2015, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU")
2015-03, Interest-Imputation of Interest (Subtopic 835-30) - Simplifying the Presentation of Debt Issuance Costs.
ASU 2015-03 requires debt issuance costs related to a recognized debt liability be presented in the balance sheet as a
direct deduction from the carrying amount of that debt liability, consistent with debt discounts. In August 2015, the
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FASB issued ASU 2015-15, Interest - Imputation of Interest (Subtopic 835-30): Presentation and Subsequent
Measurement of Debt Issuance Costs Associated with Line-of-Credit Arrangements - Amendments to SEC Paragraphs
Pursuant to Staff Announcement at June 18, 2015 EITF Meeting (SEC Update), which clarifies that companies may
continue to present unamortized debt issuance costs associated with line of credit arrangements as an asset. ASU
2015-03 and ASU 2015-15 are effective for interim and annual reporting periods beginning after December 15, 2015,
and require retrospective application. We adopted ASU 2015-03 and ASU 2015-15 on January 1, 2016. The guidance
was applied retrospectively and the consolidated balance sheet as of December 31, 2015 was adjusted to reclassify
$8.8 million of debt issuance costs from other assets to a reduction in the carrying amount of the related debt liability.

- 6-
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AMKOR TECHNOLOGY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
(Unaudited)

In March 2016, the FASB issued ASU 2016-09, Compensation - Stock Compensation (Topic 718) - Improvements to
Employee Share-Based Payment Accounting. ASU 2016-09 involves several aspects of the accounting for
share-based transactions, including income tax consequences, classification of awards as either equity or liabilities,
forfeitures and classification on the statement of cash flows. ASU 2016-09 is effective for reporting periods beginning
after December 15, 2016 and early adoption is permitted. We adopted ASU 2016-09 on July 1, 2016. The adoption of
ASU 2016-09 did not have a significant impact on our financial statements or disclosure.

In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230) - Classification of Certain
Cash Receipts and Cash Payments. ASU 2016-15 provides guidance on eight specific cash flow issues with the
objective of reducing diversity in practice in regard to how cash receipts and cash payments are presented and
classified in the statement of cash flows. ASU 2016-15 is effective for reporting periods beginning after December 15,
2017 and is applied retrospectively. Early adoption is permitted. We adopted ASU 2016-15 at September 30, 2016.
The guidance was applied retrospectively and the condensed consolidated statement of cash flows for the nine months
ended September 30, 2015 was adjusted to reclassify $7.0 million of payments for debt retirement from operating
activities to financing activities.

Recently Issued Standards

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606). ASU 2014-09 is
based on the principle that revenue is recognized to depict the transfer of promised goods or services to customers in
an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or
services. This ASU also requires additional disclosure about the nature, amount, timing and uncertainty of revenue
and cash flows arising from contracts with customers, including significant judgments and changes in judgments.
ASU 2014-09 permits the use of either full retrospective or modified retrospective methods of adoption. In August
2015, the FASB issued ASU 2015-14, Revenue from Contracts with Customers (Topic 606): Deferral of the Effective
Date, which defers the effective date by one year to December 15, 2017, for interim and annual reporting periods
beginning after that date. In March, April and May 2016, the FASB issued ASU 2016-08, Revenue from Contracts
with Customers (Topic 606): Principal versus Agent Considerations (Reporting Revenue Gross versus Net), ASU
2016-10, Revenue from Contracts with Customers (Topic 606): Identifying Performance Obligations and Licensing,
and ASU 2016-12, Revenue from Contracts with Customers (Topic 606): Narrow-Scope Improvements and Practical
Expedients, respectively, which provide supplemental guidance and clarification to ASU 2014-09. Early adoption is
permitted, but not before the original effective date of December 15, 2016. We are currently evaluating the method of
adoption and the impact that this guidance will have on our financial statements and disclosure.

In July 2015, the FASB issued ASU 2015-11, Inventory - Simplifying the Measurement of Inventory (Topic 330).
ASU 2015-11 requires inventory to be subsequently measured using the lower of cost and net realizable value, thereby
eliminating the market value approach. Net realizable value is defined as the “estimated selling prices in the ordinary
course of business, less reasonably predictable costs of completion, disposal and transportation.” ASU 2015-11 is
effective for reporting periods beginning after December 15, 2016 and is applied prospectively. Early adoption is
permitted. ASU 2015-11 is not expected to have a significant impact on our financial statements or disclosure.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). ASU 2016-02 requires a dual approach for
lessee accounting under which a lessee would account for leases as finance leases or operating leases. Both finance
leases and operating leases will result in the lessee recognizing a right-of-use asset and a corresponding lease liability.
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For finance leases the lessee would recognize interest expense and amortization of the right-of-use asset, and for
operating leases the lessee would recognize a straight-line lease expense. ASU 2016-02 is effective for reporting
periods beginning after December 15, 2018 using a modified retrospective approach. Early adoption is permitted. We
are currently evaluating the impact that this guidance will have on our financial statements and disclosure.

In October 2016, the FASB issued ASU 2016-16, Income Taxes (Topic 740) - Intra-Entity Transfers of Assets Other
Than Inventory. ASU 2016-16 requires an entity to recognize income tax consequences of an intra-entity transfer of
an asset other than inventory when the transfer occurs. This removes the exception to postpone recognition until the
asset has been sold to an outside party. ASU 2016-16 is effective for reporting periods beginning after December 15,
2017 using a modified

- 7-
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AMKOR TECHNOLOGY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
(Unaudited)

retrospective approach. Early adoption is permitted. We are currently evaluating the impact that this guidance will
have on our financial statements and disclosure.

3.    Acquisition

Acquisition of J-Devices

Through the exercise of additional options, on December 30, 2015, we increased our ownership interest in J-Devices
from 65.7% to 100% for a purchase price of $105.4 million. As a result, our accounting for J-Devices changed from
the equity method to the consolidation method effective December 30, 2015. The operating results of J-Devices were
consolidated beginning in 2016.

During the three months ended June 30, 2016, we updated the purchase price allocation of J-Devices for a previously
unrecognized tax provision liability at J-Devices of $11.6 million. See Note 1 and 17 for additional information.

The following table presents the initial purchase price allocation and subsequent adjustments:

Initial
Allocation Adjustments RevisedAllocation
(In thousands)

Fair value of consideration transferred:
Cash $105,391 $ — $105,391
Fair value of our previously held equity interest in J-Devices 167,684 (7,597 ) 160,087
Total $273,075 $ (7,597 ) $265,478

Recognized amounts of identifiable assets acquired and liabilities assumed:
Cash $127,968 $ — $127,968
Accounts receivable 180,177 — 180,177
Inventory 42,502 — 42,502
Other current assets 2,363 — 2,363
Property, plant and equipment 230,319 — 230,319
Other assets 9,268 — 9,268
Short-term borrowings and current portion of long-term debt (36,770 ) — (36,770 )
Other current liabilities (251,405 ) — (251,405 )
Long-term debt (18,885 ) — (18,885 )
Pension obligations (22,250 ) — (22,250 )
Other non-current liabilities (9,655 ) (11,563 ) (21,218 )
Total identifiable net assets 253,632 (11,563 ) 242,069
 Goodwill 19,443 3,966 23,409
Total $273,075 $ (7,597 ) $265,478
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AMKOR TECHNOLOGY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
(Unaudited)

4.    Share-Based Compensation Plans 

The following table summarizes our share-based compensation expense attributable to stock options and restricted
shares:

For the
Three
Months
Ended
September
30,

For the Nine
Months Ended
September 30,

2016 2015 2016 2015
(In thousands)

Share-based compensation expense $824 $816 $2,449 $3,063

We recognized our share-based compensation costs primarily in selling, general and administrative expenses. There
were no corresponding deferred income tax benefits for stock options or restricted shares.

Stock Options

The following table summarizes our stock option activity for the nine months ended September 30, 2016:

Number of
Shares
(In
thousands)

Weighted
Average
Exercise
Price
Per Share

Weighted
Average
Remaining
Contractual
Term
(Years)

Aggregate
Intrinsic
Value
(In
thousands)

Outstanding at December 31, 2015 3,727 $ 6.49
Granted 415 5.73
Exercised (533 ) 4.88
Forfeited or expired (274 ) 6.63
Outstanding at September 30, 2016 3,335 $ 6.65 6.06 $ 11,051
Fully vested at September 30, 2016 and expected to vest thereafter 3,304 $ 6.65 6.03 $ 10,938
Exercisable at September 30, 2016 2,337 $ 7.05 5.06 $ 7,020

The following assumptions were used to calculate the weighted average fair values of the options granted:
For the Three
Months Ended
September 30,

For the Nine
Months Ended
September 30,

2016 2015 2016 2015
Expected life (in years) 5.9 6.0 6.5 5.8
Risk-free interest rate 1.4 % 1.8 % 1.5 % 1.8 %
Volatility 43 % 44 % 48 % 45 %
Dividend yield — — — —
Weighted average grant date fair value per option granted $3.78 $2.33 $2.78 $3.20

Edgar Filing: AMKOR TECHNOLOGY, INC. - Form 10-Q

16



Total unrecognized compensation expense from stock options was $2.4 million as of September 30, 2016, which is
expected to be recognized over a weighted-average period of approximately 2.0 years beginning October 1, 2016.
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AMKOR TECHNOLOGY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
(Unaudited)

Restricted Shares

The following table summarizes our restricted share activity for the nine months ended September 30, 2016:

Number of
Shares
(In
thousands)

Weighted
Average
Grant-Date
Fair Value
(Per share)

Non-vested at December 31, 2015 385 $ 4.78
Awards granted 50 5.66
Awards vested (226 ) 4.91
Awards forfeited (5 ) 4.43
Non-vested at September 30, 2016 204 $ 4.86

Total unrecognized compensation cost from restricted shares was $0.7 million as of September 30, 2016, which is
expected to be recognized over a weighted average period of approximately 0.6 years beginning October 1, 2016.

5.    Other Income and Expense 

Other income and expense consists of the following:
For the Three
Months Ended
September 30,

For the Nine
Months Ended
September 30,

2016 2015 2016 2015
(In thousands)

Interest income $(334 ) $(523 ) $(1,033) $(2,196)
Foreign currency (gain) loss, net 7,124 (8,499 ) 11,506 (9,751 )
Loss on debt retirement — — — 9,560
Other (income) expense, net (133 ) (2,554 ) (866 ) (2,397 )
Total other (income) expense, net $6,657 $(11,576) $9,607 $(4,784)

6.    Income Taxes 

Our income tax expense of $29.3 million for the nine months ended September 30, 2016 primarily reflects income
taxes at certain of our foreign operations and foreign withholding taxes. Our income tax expense also reflects income
taxed in foreign jurisdictions where we benefit from tax holidays.

We monitor on an ongoing basis our ability to utilize our deferred tax assets and whether there is a need for a related
valuation allowance. In evaluating our ability to recover our deferred tax assets in the jurisdictions from which they
arise, we consider all available positive and negative evidence, including scheduled reversals of deferred tax liabilities,
projected future taxable income, tax-planning strategies and results of recent operations. For most of our foreign
deferred tax assets, we consider it more likely than not that we will have sufficient taxable income to allow us to
realize these deferred tax assets. A significant amount of our net deferred tax assets relate to our operations in Korea.
At this time, we consider it more likely than not we will have sufficient taxable income in the future that will allow us
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to realize these deferred tax assets. However, it is possible that some or all of our Korean net operating loss
carryforwards could ultimately expire unused, in the event future taxable income falls short of our current
expectations. If our assessment of the recoverability of Korean deferred tax assets changes in the future, we may need
to establish a valuation allowance against such deferred tax assets.

We maintain a valuation allowance on all of our U.S. net deferred tax assets, including our net operating loss
carryforwards. Such valuation allowances are released as the related tax benefits are realized or when sufficient
evidence exists to conclude that it is more likely than not that the deferred tax assets will be realized.

- 10-
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Unrecognized tax benefits represent reserves for potential tax deficiencies or reductions in tax benefits that could
result from federal, state or foreign tax audits. Our gross unrecognized tax benefits increased from $23.3 million at
December 31, 2015, to $24.7 million as of September 30, 2016. Most of our unrecognized tax benefits would reduce
our effective tax rate, if recognized. Our unrecognized tax benefits are subject to change for effective settlement of
examinations, changes in the recognition threshold of tax positions, the expiration of statues of limitations and other
factors. Tax return examinations involve uncertainties, and there can be no assurance that the outcome of
examinations will be favorable.

7.    Earnings Per Share 

Basic earnings per share (“EPS”) is computed by dividing net income attributable to Amkor common stockholders by
the weighted average number of common shares outstanding during the period. The weighted average number of
common shares outstanding is reduced for treasury stock.

Diluted EPS is computed on the basis of the weighted average number of shares of common stock plus the effect of
dilutive potential common shares outstanding during the period. Dilutive potential common shares include outstanding
stock options and unvested restricted shares. The following table summarizes the computation of basic and diluted
EPS:

For the Three
Months Ended
September 30,

For the Nine
Months Ended
September 30,

2016 2015 2016 2015
(In thousands,
except per share data)

Net income attributable to Amkor $60,089 $27,735 $63,927 $61,660
Income allocated to participating securities — — — (94 )
Net income available to Amkor common stockholders $60,089 $27,735 $63,927 $61,566

Weighted average shares outstanding — basic 237,353 236,888 237,157 236,813
Effect of dilutive securities:
Stock options and restricted share awards 839 86 429 355
Weighted average shares outstanding — diluted 238,192 236,974 237,586 237,168
Net income attributable to Amkor per common share:
Basic $0.25 $0.12 $0.27 $0.26
Diluted 0.25 0.12 0.27 0.26

The following table summarizes the potential shares of common stock that were excluded from diluted EPS, because
the effect of including these potential shares was anti-dilutive:

For the
Three
Months
Ended
September

For the
Nine
Months
Ended
September
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2016 2015 2016 2015
(In thousands)

Stock options and restricted share awards 1,284 3,477 2,020 1,861

- 11-

Edgar Filing: AMKOR TECHNOLOGY, INC. - Form 10-Q

21



Table of Contents

AMKOR TECHNOLOGY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
(Unaudited)

8.    Equity and Accumulated Other Comprehensive Income (Loss) 

The following tables reflect the changes in equity attributable to both Amkor and the non-controlling interests:

Attributable
to Amkor

Attributable to
Non-controlling
Interests

Total

(In thousands)
Equity at December 31, 2015 $1,200,286 $ 17,250 $1,217,536
Net income 63,927 2,175 66,102
Other comprehensive income 52,232 — 52,232
Issuance of stock through employee share-based compensation plans 2,600 — 2,600
Treasury stock acquired through surrender of shares for tax withholding (446 ) — (446 )
Share-based compensation 2,449 — 2,449
Subsidiary dividends paid to non-controlling interests — (413 ) (413 )
Equity at September 30, 2016 $1,321,048 $ 19,012 $1,340,060

Attributable
to Amkor

Attributable to
Non-controlling
Interests

Total

(In thousands)
Equity at December 31, 2014 $1,114,748 $ 14,701 $1,129,449
Net income 61,660 2,386 64,046
Other comprehensive income 473 — 473
Issuance of stock through employee share-based compensation plans 657 — 657
Treasury stock acquired through surrender of shares for tax withholding (548 ) — (548 )
Share-based compensation 3,063 — 3,063
Subsidiary dividends paid to non-controlling interest — (123 ) (123 )
Equity at September 30, 2015 $1,180,053 $ 16,964 $1,197,017

The following tables reflect the changes in accumulated other comprehensive income (loss), net of tax:
Defined
Benefit
Pension

Foreign
Currency
Translation

Total

(In thousands)
Accumulated other comprehensive loss at
December 31, 2015 $(1,425) $ (659 ) $(2,084 )

Other comprehensive income before reclassifications — 52,161 52,161
Amounts reclassified from accumulated other comprehensive loss 71 — 71
Other comprehensive income 71 52,161 52,232
Accumulated other comprehensive income (loss) at
September 30, 2016 $(1,354) $ 51,502 $50,148
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Defined
Benefit
Pension

Foreign
Currency
Translation

Equity Interest
in J-Devices'
Other
Comprehensive
Income (Loss)

Total

(In thousands)
Accumulated other comprehensive loss at
December 31, 2014 $(2,525) $ (513 ) $ (29,433 ) $(32,471)

Other comprehensive loss before reclassifications — (102 ) 509 407
Amounts reclassified from accumulated other comprehensive loss 66 — — 66
Other comprehensive income (loss) 66 (102 ) 509 473
Accumulated other comprehensive loss at
September 30, 2015 $(2,459) $ (615 ) $ (28,924 ) $(31,998)

Amounts reclassified out of accumulated other comprehensive income (loss) are included as a component of net
periodic pension cost (Note 14).

9.    Factoring of Accounts Receivable 

In certain foreign locations, we use non-recourse factoring arrangements with third party financial institutions to
manage our working capital and cash flows. Under this program, we sell receivables to a financial institution for cash
at a discount to the face amount. As part of the factoring arrangements, we perform certain collection and
administrative functions for the receivables sold. For the three and nine months ended September 30, 2016, we sold
accounts receivable totaling $161.6 million and $431.8 million, respectively, for a discount, plus fees, of $0.8 million
and $1.7 million, respectively. For the three and nine months ended September 30, 2015, we sold accounts receivable
totaling $82.4 million and $235.3 million, respectively, for a discount, plus fees, of $0.3 million and $1.1 million,
respectively.

10.    Inventories 

Inventories consist of the following:
September 30,
2016

December 31,
2015

(In thousands)
Raw materials and purchased components $176,833 $ 163,024
Work-in-process 95,756 75,181
Total inventories $272,589 $ 238,205
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11.    Property, Plant and Equipment 

Property, plant and equipment consist of the following:
September 30,
2016

December 31,
2015

(In thousands)
Land $245,828 $ 237,815
Land use rights 26,845 26,845
Buildings and improvements 1,069,448 1,010,201
Machinery and equipment 4,428,531 4,226,401
Software and computer equipment 207,965 197,266
Furniture, fixtures and other equipment 21,875 21,259
Construction in progress 404,507 352,607
Total property, plant and equipment 6,404,999 6,072,394
Less accumulated depreciation and amortization (3,785,530 ) (3,493,377 )
Total property, plant and equipment, net $2,619,469 $ 2,579,017

The following table summarizes our depreciation expense:
For the Three
Months Ended
September 30,

For the Nine
Months Ended
September 30,

2016 2015 2016 2015
(In thousands)

Depreciation expense $140,728 $122,812 $414,687 $370,663

As of September 30, 2016 and December 31, 2015, construction in progress reflects $365.8 million and $312.1
million, respectively, of costs for K5, including capitalized interest of $23.0 million and $18.7 million, respectively.

As part of our plan to consolidate factory operations in Korea, we entered into an agreement in November 2016 to sell
the land and buildings comprising our K1 factory for a purchase price of ₩162.1 billion (approximately $142 million). 
We received 10% of the purchase price at signing and the balance is due at closing. The transaction is expected to
close during the second quarter of 2017 at which time we expect to recognize a pre-tax gain of approximately $100
million.

12.    Accrued Expenses 

Accrued expenses consist of the following:
September 30,
2016

December 31,
2015

(In thousands)
Payroll and benefits $131,523 $ 95,011
Deferred revenue and customer advances 61,727 49,243
Accrued settlement costs 34,725 32,987
Income taxes payable 31,315 21,448
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Accrued interest 28,114 12,920
Accrued severance plan obligations 16,893 14,306
Other accrued expenses 42,316 38,297
Total accrued expenses $346,613 $ 264,212
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13.    Debt 

Following is a summary of short-term borrowings and long-term debt:
September 30,
2016

December 31,
2015

(In thousands)
Debt of Amkor Technology, Inc.:
Senior secured credit facilities:
$200 million revolving credit facility, LIBOR plus 1.25%-1.75%, due December 2019 (1) $100,000 $ 100,000
Senior notes:
6.625% Senior notes, due June 2021, $75 million related party 400,000 400,000
6.375% Senior notes, due October 2022 524,971 525,000
Debt of subsidiaries:
Amkor Technology Korea, Inc.:
$100 million revolving credit facility, foreign currency funding-linked base rate plus
1.60%, due June 2017 (2) — 40,000

Term loan, LIBOR plus 2.60%, due May 2018 120,000 120,000
Term loan, LIBOR plus 2.70%, due December 2019 70,000 70,000
Term loan, foreign currency funding-linked base rate plus 1.35%, due May 2020 150,000 150,000
Term loan, foreign currency funding-linked base rate plus 1.35%, due May 2020 80,000 80,000
Term loan, fund floating rate plus 1.60%, due June 2020 (3) 75,000 40,000
J-Devices Corporation:
Short-term term loans, variable rate (4) 15,343 15,582
Short-term term loans, fixed rate at 0.50% — 5,808
Term loans, TIBOR plus 1.00%, due November 2016 494 2,800
Term loans, fixed rate at 0.53%, due April 2018 26,264 31,465
Amkor Technology Taiwan Ltd:
Revolving credit facility, TAIFX plus a bank-determined spread, due November 2020 (5) 20,000 10,000

1,582,072 1,590,655
Less: Unamortized premium and deferred debt costs, net (3,024 ) (3,616 )
Less: Short-term borrowings and current portion of long-term debt (30,834 ) (76,770 )
Long-term debt (including related party) $1,548,214 $ 1,510,269

(1)

Our $200.0 million senior secured revolving credit facility has a letter of credit sub-limit of $25.0 million. Principal
is payable at maturity. Interest is payable monthly in arrears, at LIBOR plus 1.25% to 1.75% (2.38% as of
September 30, 2016). As of September 30, 2016, the borrowing base of our revolving credit facility is $200.0
million, which is adjusted based on the amount of our eligible accounts receivable. Additionally, we had $0.5
million of standby letters of credit outstanding. As of September 30, 2016, $99.5 million was available to be
drawn. In October 2016, we repaid $40.0 million of the outstanding balance.

(2)

In June 2012, we entered into a $41.0 million revolving credit facility. In March 2016, we increased the facility to
$100.0 million. In June 2016, we amended the maturity date to June 2017. Principal is payable at maturity. Interest
is due monthly in arrears, at a foreign currency funding-linked base rate plus 1.60% (3.17% as of September 30,
2016). As of September 30, 2016, $100.0 million was available to be drawn.
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(3)

In May 2015, we entered into a term loan agreement pursuant to which we may borrow up to $150.0 million
through November 2016 for capital expenditures. Principal is payable at maturity. Interest is payable quarterly in
arrears, at a fund floating rate plus 1.60% (2.63% as of September 30, 2016). At September 30, 2016, $75.0 million
was available to be borrowed.

(4)
We entered into various short-term term loans which mature semi-annually. Interest is paid monthly, at TIBOR
plus 0.30% to 0.38% (weighted average of 0.36% as of September 30, 2016). Principal is payable in monthly
installments. As of September 30, 2016, $2.5 million was available to be drawn.

(5)
In November 2015, we entered into a $39.0 million revolving credit facility. Principal is payable at maturity.
Interest is due monthly, at TAIFX plus a bank determined spread (2.01% as of September 30, 2016). As of
September 30, 2016, $19.0 million was available to be drawn.

Our foreign debt is collateralized by land, buildings and equipment in the respective location. The carrying value of
the collateral exceeds the carrying amount of the debt.
The debt of Amkor Technology, Inc. is structurally subordinated in right of payment to all existing and future debt and
other liabilities of our subsidiaries. The agreements governing our indebtedness contain a number of affirmative and
negative covenants which restrict our ability to pay dividends and could restrict our operations. We have never paid a
dividend to our stockholders and we do not have any present plans for doing so. We were in compliance with all of
our covenants at September 30, 2016.

14.    Pension and Severance Plans 

Foreign Defined Benefit Pension Plans

Our subsidiaries in Japan, Korea, Malaysia, the Philippines and Taiwan sponsor defined benefit pension plans.
Charges to expense are based upon actuarial analyses. The components of net periodic pension cost for these defined
benefit pension plans are as follows:

For the Three
Months Ended
September 30,

For the Nine
Months Ended
September 30,

2016 2015 2016 2015
(In thousands)

Service cost $9,024 $4,177 $25,684 $6,605
Interest cost 925 725 2,753 2,251
Expected return on plan assets (961 ) (817 ) (2,864 ) (2,523 )
Amortization of prior service cost 9 8 26 25
Recognized actuarial loss 24 23 71 69
Net periodic pension cost $9,021 $4,116 $25,670 $6,427

As a result of the adoption of a defined benefit pension plan in Korea beginning on August 1, 2015, and the
acquisition of J-Devices on December 30, 2015, our net periodic pension cost has increased from the prior period.
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Defined Contribution Pension Plans

We sponsor defined contribution pension plans in Korea, Malaysia, Taiwan and the U.S. The following table
summarizes our defined contribution expense:

For the Three
Months Ended
September 30,

For the Nine
Months Ended
September 30,

2016 2015 2016 2015
(In thousands)

Defined contribution expense $1,939 $1,810 $7,106 $6,934

Korean Severance Plan

Our subsidiary in Korea maintains an unfunded severance plan that covers certain employees that were employed
prior to August 1, 2015. To the extent eligible employees are terminated, our subsidiary in Korea would be required to
make lump-sum severance payments on behalf of these eligible employees for service provided prior to August 1,
2015. Factors used to determine severance benefits include employees' length of service, seniority and rate of pay. The
employees' length of service and seniority are fixed as of July 31, 2015. The employees' rate of pay is adjusted to the
rate of pay at the time of termination. Accrued severance benefits are estimated assuming all eligible employees were
to terminate their employment at the balance sheet date. Our contributions to the National Pension Plan of the
Republic of Korea are deducted from accrued severance benefit liabilities. The provision recorded for severance
benefits for the three and nine months ended September 30, 2016 was $6.1 million and $7.0 million, respectively. The
provision recorded for severance benefits for the three and nine months ended September 30, 2015 was $5.9 million
and $20.7 million, respectively. On August 1, 2015, our subsidiary in Korea began sponsoring a defined benefit
pension plan and a defined contribution plan. Existing employees at that time were given the option of choosing either
a defined benefit pension plan or a defined contribution plan for their future benefits and new employees since that
date are enrolled in a defined contribution plan.

15.    Fair Value Measurements 

The accounting framework for determining fair value includes a hierarchy for ranking the quality and reliability of the
information used to measure fair value, which enables the reader of the financial statements to assess the inputs used
to develop those measurements. The fair value hierarchy consists of three tiers as follows: Level 1, defined as quoted
market prices in active markets for identical assets or liabilities; Level 2, defined as inputs other than Level 1 that are
observable, either directly or indirectly, such as quoted prices for similar assets or liabilities, quoted prices in markets
that are not active, model-based valuation techniques for which all significant assumptions are observable in the
market or other inputs that are observable or can be corroborated by observable market data for substantially the full
term of the assets or liabilities and Level 3, defined as unobservable inputs that are not corroborated by market data.

The fair values of cash, accounts receivable, trade accounts payable, capital expenditures payable, and certain other
current assets and accrued expenses approximate carrying values because of their short-term nature. The carrying
value of certain other non-current liabilities approximates fair value. Our assets and liabilities recorded at fair value on
a recurring basis include cash equivalent money market funds and restricted cash money market funds. Cash
equivalent money market funds and restricted cash money market funds are invested in U.S. money market funds and
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various U.S. and foreign bank operating and time deposit accounts, which are due on demand or carry a maturity date
of less than three months when purchased. No restrictions have been imposed on us regarding withdrawal of balances
with respect to our cash equivalents as a result of liquidity or other credit market issues affecting the money market
funds we invest in or the counterparty financial institutions holding our deposits. Money market funds are valued
using quoted market prices in active markets for identical assets.
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Our recurring fair value measurements consist of the following:
September 30,
2016

December 31,
2015

(In thousands)
Cash equivalent money market funds (Level 1) $101,200 $ 81,473
Restricted cash money market funds (Level 1) 2,000 2,000

We also measure certain assets and liabilities, including property, plant and equipment and goodwill, at fair value on a
nonrecurring basis.

We measure the fair value of our debt for disclosure purposes. The following table presents the fair value of financial
instruments that are not recorded at fair value on a recurring basis:

September 30, 2016 December 31, 2015
Fair
Value

Carrying
Value

Fair
Value

Carrying
Value

(In thousands)
Senior notes (Level 1) $952,707 $921,947 $902,563 $921,384
Revolving credit facilities and term loans (Level 2) 651,908 657,101 664,085 665,655
Total debt $1,604,615 $1,579,048 $1,566,648 $1,587,039

The estimated fair value of our senior notes is based primarily on quoted market prices reported on or near the
respective balance sheet dates. The estimated fair value of our revolving credit facilities and term loans was calculated
using a discounted cash flow analysis, which utilized market based assumptions including forward interest rates
adjusted for credit risk.

16.    Commitments and Contingencies 

We have a letter of credit sub-facility of $25.0 million under our $200.0 million senior secured revolving credit
facility that matures in December 2019. As of September 30, 2016, we had $0.5 million of standby letters of credit
outstanding. Such standby letters of credit are used in the ordinary course of our business and are collateralized by our
cash balances.

We generally warrant that our services will be performed in a professional and workmanlike manner and in
compliance with our customers' specifications. We accrue costs for known warranty issues. Historically, our warranty
costs have been immaterial.

Legal Proceedings

We are involved in claims and legal proceedings and may become involved in other legal matters arising in the
ordinary course of our business. We evaluate these claims and legal matters on a case-by-case basis to make a
determination as to the impact, if any, on our business, liquidity, results of operations, financial condition or cash
flows. Although the outcome of these matters is uncertain, we believe that the ultimate outcome of these claims and
proceedings, individually and in the aggregate, will not have a material adverse impact to us. Our evaluation of the
potential impact of these claims and legal proceedings on our business, liquidity, results of operations, financial
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condition or cash flows could change in the future.

In accordance with the accounting guidance for loss contingencies, including legal proceedings, lawsuits, pending
claims and other legal matters, we accrue for a loss contingency when we conclude that the likelihood of a loss is
probable and the amount of the loss can be reasonably estimated. We adjust our accruals from time to time as we
receive additional information, but the loss we incur may be significantly greater than or less than the amount we have
accrued. We disclose loss contingencies if we believe they are material and there is at least a reasonable possibility
that a loss has been incurred. Attorney fees related to legal matters are expensed as incurred.
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17. Revision of Previously Reported Financial Information

In the second quarter of 2016, during our post-acquisition integration of J-Devices, we identified an error in the
provision for income taxes in the financial statements for J-Devices for the periods beginning in 2012 through the
fourth quarter of 2015.  During those periods we did not control J-Devices and, accordingly, we accounted for our
investment in J-Devices using the equity method. As a result of the J-Devices error, our equity in earnings of
J-Devices was overstated by the cumulative amount of $8.0 million. We believe that the error is not material to Amkor
for the periods impacted and have elected to revise our previously issued consolidated financial statements. We have
also recorded the impact of the revision in our purchase accounting for the acquisition of J-Devices on December 30,
2015 (Note 3).  Periods presented herein are based on the revised financial results.

The following table presents the effect of the aforementioned revisions on our Consolidated Balance Sheet as of
December 31, 2015:

December 31, 2015
As
Reported Adjustments AsRevised
(In thousands)

Goodwill $19,443 $ 3,966 $23,409
Total assets 4,022,462 3,966 4,026,428
Other non-current liabilities 101,679 11,563 113,242
Total liabilities 2,797,329 11,563 2,808,892
Accumulated deficit (460,150) (7,597 ) (467,747)
Total Amkor stockholders’ equity1,207,883 (7,597 ) 1,200,286
Total equity 1,225,133 (7,597 ) 1,217,536
Total liabilities and equity 4,022,462 3,966 4,026,428

The following table presents the effect of the aforementioned revisions on our Consolidated Statements of Income for
the three and nine months ended September 30, 2015:

For the Three Months Ended
September 30, 2015

For the Nine Months Ended
September 30, 2015

As
ReportedAdjustments

As
Revised

As
ReportedAdjustments

As
Revised

(In thousands, except per share data)
Equity in earnings of J-Devices $1,656 $ (439 ) $ 1,217 $15,460 $ (4,873 ) $10,587
Net income 29,021 (439 ) 28,582 68,919 (4,873 ) 64,046
Net income attributable to Amkor 28,174 (439 ) 27,735 66,533 (4,873 ) 61,660
Net income attributable to Amkor per common share:
Basic $0.12 $ — $ 0.12 $0.28 $ (0.02 ) $0.26
Diluted 0.12 — 0.12 0.28 (0.02 ) 0.26
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The following tables present the effect of the aforementioned revisions on our Consolidated Statements of
Comprehensive Income for the three and nine months ended September 30, 2015, and the three months ended March
31, 2016:

For the Three Months Ended
September 30, 2015

For the Nine Months Ended
September 30, 2015

As
ReportedAdjustments

As
Revised

As
ReportedAdjustments

As
Revised

(In thousands)
Net income $29,021 $ (439 ) $28,582 $68,919 $ (4,873 ) $64,046
Equity interest in J-Devices' other comprehensive loss,
net of tax 4,587 (193 ) 4,394 537 (28 ) 509

Total other comprehensive loss 4,619 (193 ) 4,426 501 (28 ) 473
Comprehensive income 33,640 (632 ) 33,008 69,420 (4,901 ) 64,519
Comprehensive income attributable to Amkor 32,793 (632 ) 32,161 67,034 (4,901 ) 62,133

For the Three Months Ended
March 31, 2016
As
ReportedAdjustments

As
Revised

(In thousands)
Foreign currency translation $19,864 $ (541 ) $19,323
Total other comprehensive income 19,888 (541 ) 19,347
Comprehensive income 19,483 (541 ) 18,942
Comprehensive income attributable to Amkor 19,013 (541 ) 18,472

The following table presents the effect of the aforementioned revisions on our Condensed Consolidated Statement of
Cash Flows for the nine months ended September 30, 2015:

For the Nine Months Ended
September 30, 2015
As
Reported Adjustments AsRevised
(In thousands)

Net income $68,919 $ (4,873 ) $64,046
Other operating activities and non-cash items (14,752 ) 4,873 (9,879 )
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Amkor is one of the world’s leading providers of outsourced semiconductor packaging and test services. Our financial
goals are sales growth and improved profitability, and we are focusing on the following strategies to achieve these
goals: capitalizing on our investments in services for advanced technologies, improving utilization of existing assets
and selectively growing our scale and scope through strategic investments.

We are an industry leader in developing and commercializing cost-effective advanced packaging and test
technologies. These advanced technology solutions provide increased value to our customers while typically
generating gross margins above our corporate average. This is particularly true in the mobile device market, where
growth has outpaced the semiconductor industry rate. Advanced packages are now the preferred choice in both the
high-end and the mid-range segments of the smartphone market, which together account for a high portion of mobile
phone semiconductor value. The demand for advanced packages is also being driven by second-wave mobile device
customers, who are transitioning out of wirebond into wafer-level and flip-chip packages. We believe that our
technology leadership and this technology transition create significant growth opportunities for us.

We typically look for opportunities in the advanced packaging and test area where we can generate reasonably quick
returns on investments made for customers seeking leading edge technologies. We also focus on developing a second
wave of customers to fill the capacity that becomes available when leading edge customers transition to newer
packaging and test equipment and platforms. For example, we are currently working to expand our sales to Chinese
and Taiwanese fabless chip companies that make up a significant portion of the mid-tier and entry-level segments of
the mobile device market where much of the growth is occurring. In addition, we are seeking out new customers and
deepening our engagement with existing customers. This includes an expanded emphasis on the automotive market
where semiconductor content continues to grow and in the analog area for our mainstream wirebond technologies.

From time to time, we identify attractive opportunities to grow our customer base and expand the markets we serve.
For example, in 2009 we invested in J-Devices, a joint venture to provide semiconductor packaging and test services
in Japan. We increased our investment in J-Devices to 60% in 2013 and to 100% in 2015 through the exercise of
additional options. Also, in 2013, we acquired Toshiba’s power discrete semiconductor packaging and test factory in
Malaysia. We believe that selective growth through joint ventures, acquisitions and other strategic investments can
help diversify our revenue streams, improve our profits and continue our technological leadership.

Our IDM customers include: Intel Corporation; Renesas Electronics Corporation; STMicroelectronics N.V.; Texas
Instruments Incorporated and Toshiba Corporation. Our fabless customers include: Broadcom Limited and Qualcomm
Incorporated. Our contract foundry customers include: GlobalFoundries Inc. and Taiwan Semiconductor
Manufacturing Company Limited.

Our business is impacted by market conditions in the semiconductor industry, which is cyclical and impacted by broad
economic factors, such as world-wide gross domestic product and consumer spending. Historical trends indicate there
has been a strong correlation between world-wide gross domestic product levels, consumer spending and
semiconductor industry cycles. The semiconductor industry has experienced significant and sometimes prolonged
cyclical upturns and downturns in the past. We cannot predict the timing, strength or duration of any economic
slowdown or subsequent economic recovery.

Edgar Filing: AMKOR TECHNOLOGY, INC. - Form 10-Q

38



Our net sales, gross profit, operating income, cash flows, liquidity and capital resources have historically fluctuated
significantly from quarter to quarter as a result of many factors, including the seasonality of our business, the cyclical
nature of the semiconductor industry and other factors discussed in Part II, Item 1A of this Quarterly Report on Form
10-Q.

We operate in a capital intensive industry and have a significant level of debt. Servicing our current and future
customers requires that we incur significant operating expenses and continue to make significant capital expenditures,
which are generally made in advance of the related revenues and without firm customer commitments. We fund our
operations, including capital expenditures and debt service requirements, with cash flows from operations, existing
cash and cash equivalents, borrowings under available credit facilities and proceeds from any additional financing.
Maintaining an
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appropriate level of liquidity is important to our business and depends on, among other things, the performance of our
business, our capital expenditure levels and our ability to repay debt out of our operating cash flows or proceeds from
debt or equity financings.

Financial Highlights

On December 30, 2015, we increased our ownership in J-Devices to 100%. As a result, our accounting for J-Devices
changed from the equity method to the consolidation method. Our operating results for the three and nine months
ended September 30, 2016 include the fully consolidated results of J-Devices, whereas the comparable periods in
2015 include only our equity in earnings of J-Devices.

Our net sales increased $351.7 million or 47.9% to $1,086.0 million for the three months ended September 30, 2016
from $734.4 million for the three months ended September 30, 2015. The increase was primarily attributable to the
consolidation of J-Devices. J-Devices contributed $257.1 million of net sales in the current quarter. Excluding
J-Devices, net sales would have increased by $94.5 million for the three months ended September 30, 2016 compared
to the same period in 2015 due to higher sales in the mobile communications market.

Gross profit for the three months ended September 30, 2016 increased $87.2 million over the three months ended
September 30, 2015. J-Devices contributed $41.7 million in gross profit in the three months ended September 30,
2016. The remainder of the increase was primarily due to higher net sales.

Our capital expenditures totaled $481.7 million for the nine months ended September 30, 2016, compared to $352.6
million for the nine months ended September 30, 2015. We spent $161.0 million for construction of our K5 facility in
Korea during the period, and the balance of our capital expenditures was primarily focused on investments in
advanced packaging and test equipment.

Net cash provided by operating activities was $491.6 million for the nine months ended September 30, 2016,
compared to $430.4 million for the nine months ended September 30, 2015. J-Devices contributed $85.5 million of
operating cash flow for the nine months ended September 30, 2016. Excluding J-Devices, our operating cash flow
decreased in 2016 primarily due to lower net sales, partially offset by interest savings associated with the June 2015
repayment of debt with proceeds from the issuance of lower cost debt.

Results of Operations

The following table sets forth certain operating data as a percentage of net sales for the periods indicated:
For the Three
Months Ended
September 30,

For the Nine
Months Ended
September 30,

2016 2015 2016 2015
Net sales 100.0% 100.0% 100.0% 100.0%
Materials 37.2 % 36.8 % 37.5 % 36.9 %
Labor 14.6 % 14.9 % 15.5 % 14.9 %
Other manufacturing costs 28.5 % 31.1 % 30.7 % 31.2 %
Gross margin 19.7 % 17.2 % 16.3 % 17.0 %
Operating income 10.6 % 7.0 % 5.8 % 6.5 %
Net income attributable to Amkor (1) 5.5 % 3.8 % 2.2 % 2.8 %
(1)In the second quarter of 2016, we identified an error in the provision for income taxes in the financial statements

for J-Devices for the periods beginning in 2012 through the fourth quarter of 2015. We have revised our previously
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periods. Please see Note 1 and Note 17 for additional information.
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Net Sales
For the Three Months Ended
September 30,

For the Nine Months Ended
September 30,

2016 2015 Change 2016 2015 Change
(In thousands, except percentages)

Net sales $1,086,014 $734,362 $351,652 47.9% $2,872,022 $2,213,959 $658,063 29.7%

The increase in net sales for the three and nine months ended September 30, 2016, compared with the three and nine
months ended September 30, 2015, was primarily attributable to the consolidation of J-Devices. J-Devices contributed
$257.1 million and $679.8 million of net sales for the three and nine months ended September 30, 2016, respectively.
Excluding J-Devices, net sales would have increased by $94.5 million for the three months ended September 30, 2016,
driven by higher sales in the mobile communications market. For the nine months ended September 30, 2016,
excluding J-Devices, net sales would have been down by $21.7 million, primarily due to soft economic conditions as
well as general weakness in the mobile communications market early in the year. The decrease was partially offset by
higher sales in the automotive market, which was driven by increased market share with existing customers and
increasing semiconductor content in vehicles.

Gross Margin
For the Three Months Ended
September 30,

For the Nine Months Ended
September 30,

2016 2015 Change 2016 2015 Change
(In thousands, except percentages)

Gross profit $213,800 $126,600 $87,200 $468,290 $376,645 $91,645
Gross margin 19.7 % 17.2 % 2.5 % 16.3 % 17.0 % (0.7 )%

Our cost of sales consists principally of materials, labor, depreciation and manufacturing overhead. Since a substantial
portion of the costs at our factories is fixed, there tends to be a direct relationship between our revenue levels and
gross margin where relatively modest increases or decreases can have a significant effect.

Gross profit for the three and nine months ended September 30, 2016 increased compared to the three and nine
months ended September 30, 2015, primarily due to the increase in net sales. J-Devices contributed $41.7 million and
$81.2 million in gross profit in the three and nine months ended September 30, 2016, respectively.

Gross margin increased for the three months ended September 30, 2016 compared to the three months ended
September 30, 2015. Excluding J-Devices, gross margin would also have increased for the three months ended
September 30, 2016 due to higher net sales. Gross margin decreased for the nine months ended September 30, 2016
compared to the nine months ended September 30, 2015 primarily due to the consolidation of J-Devices which has
lower gross margin.

Selling, General and Administrative Expenses
For the Three Months Ended
September 30,

For the Nine Months Ended
September 30,

2016 2015 Change 2016 2015 Change
(In thousands, except percentages)

Selling, general and administrative $72,363 $54,232 $18,131 33.4% $216,894 $173,609 $43,285 24.9%

Selling, general and administrative expenses for the three and nine months ended September 30, 2016 increased
compared to the three and nine months ended September 30, 2015. J-Devices accounted for $14.5 million and $42.9
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million in selling, general and administrative expenses for the three and nine months ended September 30, 2016,
respectively. Excluding J-Devices, selling, general and administrative expenses for the three and nine months ended
September 30, 2016 would also have increased primarily due to higher employee incentive compensation costs,
partially offset by general cost savings, as well as lower depreciation expense and contracted services.
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Research and Development
For the Three Months Ended
September 30,

For the Nine Months Ended
September 30,

2016 2015 Change 2016 2015 Change
(In thousands, except percentages)

Research and development $26,822 $21,073 $5,749 27.3% $84,145 $59,119 $25,026 42.3%

Research and development activities are focused on developing new packaging and test services and improving the
efficiency and capabilities of our existing production processes. The costs related to our technology and product
development projects are included in research and development expense until the project moves into production. Once
production begins, the costs related to production become part of the cost of sales, including ongoing depreciation for
the equipment previously held for research and development activities. Research and development expenses increased
in the three and nine months ended September 30, 2016, compared with the three and nine months ended September
30, 2015. J-Devices added $4.2 million and $12.8 million in research and development expenses for the three and nine
months ended September 30, 2016, respectively. Excluding J-Devices, research and development expenses would also
have increased due to an increase in development activities and the related employee compensation costs and
depreciation resulting from continued investments in equipment. The increase was partially offset by the reduction in
costs for projects that moved into production.

Other Income and Expense
For the Three Months Ended
September 30,

For the Nine Months Ended
September 30,

2016 2015 Change 2016 2015 Change
(In thousands, except percentages)

Interest expense, including
related party $22,731 $18,938 $3,793 20.0  % $62,223 $68,044 $(5,821 ) (8.6 )%

Foreign currency (gain) loss,
net 7,124 (8,499 ) $15,623 >(100)% 11,506 (9,751 ) $21,257 >(100)%

Other (income) expense, net (467 ) (3,077 ) 2,610 (84.8 )% (1,899 ) 4,967 (6,866 ) >(100)%
Total other expense, net $29,388 $7,362 $22,026 299.2  % $71,830 $63,260 $8,570 13.5  %

Interest expense increased for the three months ended September 30, 2016, compared with the three months ended
September 30, 2015, as we are no longer capitalizing interest in connection with the construction of K5 which was
completed in the first quarter of 2016. Interest expense decreased for the nine months ended September 30, 2016. The
decrease was primarily driven by the repayment in full of our 7.375% Senior Notes due May 2018 with proceeds from
lower cost debt in June 2015. The early repayment of the Senior Notes resulted in a loss on debt retirement of $8.9
million included in other (income) expense, net for the nine months ended September 30, 2015.

For the three and nine months ended September 30, 2016, foreign currency (gain) loss, net was a loss as compared
with a gain in the prior year periods. The change primarily resulted from unfavorable exchange rate movements and
the associated impact on our net monetary exposure at our foreign subsidiaries.

Income Tax Expense
For the Three Months
Ended
September 30,

For the Nine Months
Ended
September 30,

2016 2015 Change 2016 2015 Change
(In thousands, except percentages)
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Income tax expense $24,086 $16,568 $7,518 $29,319 $27,198 $2,121

Generally, our annual effective tax rate is below the U.S. federal tax rate of 35% because the majority of our income is
taxed in foreign jurisdictions in the Asia Pacific region, where we benefit from tax holidays or tax rates lower than the
U.S. statutory rate. Foreign withholding taxes and minimum taxes generally cause our effective tax rate to increase.
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Our income tax expense reflects the applicable tax rates in effect in the various countries in which our income is
earned and is subject to volatility depending on the relative jurisdictional mix of earnings. During 2016 and 2015, our
subsidiaries in Korea, Malaysia, the Philippines and Taiwan operated under tax holidays which will continue to expire
in whole or in part at various dates through 2024. We expect our effective tax rate to increase as the tax holidays
expire because income earned in these jurisdictions will be subject to higher statutory income tax rates.

Liquidity and Capital Resources

We assess our liquidity based on our current expectations regarding sales, operating expenses, capital spending, debt
service requirements and other funding needs. Based on this assessment, we believe that our cash flow from operating
activities, together with existing cash and cash equivalents and availability under our credit facilities, will be sufficient
to fund our working capital, capital expenditure, debt service and other financial requirements for at least the next
twelve months. Our liquidity is affected by, among other things, volatility in the global economy and credit markets,
the performance of our business, our capital expenditure levels, other uses of our cash including any purchases of
stock under our stock repurchase program, any acquisitions or investments in joint ventures and our ability to either
repay debt out of operating cash flow or refinance it at or prior to maturity with the proceeds of debt or equity
offerings.   There can be no assurance that we will generate the necessary net income or operating cash flows, or be
able to borrow sufficient funds, to meet the funding needs of our business beyond the next twelve months due to a
variety of factors, including the cyclical nature of the semiconductor industry and other factors discussed in Part II,
Item 1A of this Quarterly Report on Form 10-Q.

Our primary source of cash and the source of funds for our operations are cash flows from operations, current cash
and cash equivalents, borrowings under available credit facilities and proceeds from any additional debt or equity
financings. As of September 30, 2016, we had cash and cash equivalents of $549.8 million. Included in our cash
balance as of September 30, 2016, is $348.9 million held offshore by our foreign subsidiaries. If we were to distribute
this offshore cash to the U.S. as dividends from our foreign subsidiaries, in some cases we would incur foreign
withholding taxes; however, we would not incur a significant amount of U.S. federal income taxes due to the
availability of tax loss carryovers and foreign tax credits. In addition to dividends from our foreign subsidiaries, we
have other options available to access cash held offshore by our foreign subsidiaries, including the settlement of
intercompany debt facilities. 

As of September 30, 2016, we had availability of $99.5 million under our $200.0 million first lien senior secured
revolving credit facility. In October 2016, we repaid $40.0 million of the outstanding balance and our availability was
increased accordingly. Our foreign subsidiaries had $119.0 million available to be drawn under secured revolving
credit facilities and $77.5 million available to be borrowed under secured term loan credit facilities for working capital
purposes and capital expenditures.

As of September 30, 2016 we had $1,579.0 million of debt. Our scheduled principal repayments on debt include $18.6
million due in 2016, $16.0 million due in 2017, $127.5 million due in 2018, $250.0 million due in 2019, $245.0
million due in 2020 and $925.0 million due thereafter. We were in compliance with all of our debt covenants at
September 30, 2016, and we expect to remain in compliance with these covenants for at least the next twelve months.

In certain foreign locations, we use non-recourse factoring arrangements with third party financial institutions to
manage our working capital and cash flows. Under this program, we sell receivables to a financial institution for cash
at a discount to the face amount. Available capacity under these programs is dependent on the level of our trade
accounts receivable eligible to be sold, the financial institutions' willingness to purchase such receivables and the
limits provided by the financial institutions. For the nine months ended September 30, 2016 and 2015, we sold
accounts receivable totaling $431.8 million and $235.3 million, respectively, for a discount, plus fees, of $1.7 million
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and $1.1 million, respectively. At September 30, 2016 and December 31, 2015, there were outstanding receivables of
$160.0 million and $141.9 million, respectively, which had been sold to financial institutions under these
arrangements.

In order to reduce our debt and future cash interest payments, we may from time to time repurchase our outstanding
notes for cash or exchange shares of our common stock for our outstanding notes. Any such transaction may be made
in the open market, through privately negotiated transactions or otherwise and is subject to the terms of our indentures
and other debt agreements, market conditions and other factors.
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Certain debt agreements have restrictions on dividend payments and the repurchase of stock and subordinated
securities. These restrictions are determined in part by calculations based upon cumulative net income. We have never
paid a dividend to our stockholders and we do not have any present plans for doing so. From time to time, Amkor
Technology, Inc. also guarantees certain debt of our subsidiaries.

Our subsidiary in Korea maintains an unfunded severance plan that covers certain employees that were employed
prior to August 1, 2015. As of September 30, 2016, the severance liability was $152.8 million. For service periods
subsequent to August 1, 2015, employees participate in either a defined benefit pension plan or a defined contribution
pension plan.

In January 2015, we settled our patent license litigation with Tessera. Under the terms of the settlement, Amkor
agreed to pay Tessera a total of $155.0 million in 16 equal quarterly recurring payments commencing in the first
quarter of 2015 and continuing through the fourth quarter of 2018. As of September 30, 2016, we owe $87.2 million
to Tessera.

In April 2016, our Kumamoto factory was damaged by the earthquakes in Japan. Production was restored at
Kumamoto in the second quarter, and our sales in the second quarter were reduced by approximately $15 million due
to the temporary disruption in operations. We incurred $16.4 million of earthquake related costs in the second and
third quarters for damaged inventory, buildings and equipment. Taking into account estimated insurance payments of
¥3 billion, approximately $30 million, anticipated to be received later this year, we expect the net impact on our
liquidity to be minimal.

We operate in a capital intensive industry. Servicing our current and future customers may require that we incur
significant operating expenses and make significant investments in equipment and facilities, which are generally made
in advance of the related revenues and without firm customer commitments.

Our Board of Directors previously authorized the repurchase of up to $300.0 million of our common stock, exclusive
of any fees, commissions or other expenses. At September 30, 2016, approximately $91.6 million was available to
repurchase common stock pursuant to the stock repurchase program. The purchase of stock may be made in the open
market or through privately negotiated transactions. The timing, manner, price and amount of any repurchases will be
determined by us at our discretion and will depend upon a variety of factors including economic and market
conditions, the cash needs and investment opportunities for the business, the current market price of our stock,
applicable legal requirements and other factors. We have not purchased any stock under the plan since 2012.

Investments

We make significant capital expenditures in order to service the demand of our customers, which is primarily focused
on investments in advanced packaging and test equipment. We expect that our 2016 capital expenditures will be
approximately $650 million, including approximately $170 million of spending on our new K5 factory in Korea.
During the nine months ended September 30, 2016, our capital expenditures totaled $481.7 million, including $161.0
million for K5. Ultimately, the amount of our 2016 capital expenditures will depend on several factors including,
among others, the timing and implementation of any capital projects under review, the performance of our business,
economic and market conditions, the cash needs and investment opportunities for the business, the need for additional
capacity to service anticipated customer demand and the availability of cash flows from operations or financing.

In addition, we are subject to risks associated with our capital expenditures, including those discussed in Part II, Item
1A of this Quarterly Report on Form 10-Q under the caption "Capital Expenditures - We Make Substantial
Investments in Equipment and Facilities To Support the Demand Of Our Customers, Which May Adversely Affect
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Cash Flows

Net cash provided by (used in) operating, investing and financing activities for the nine months ended September 30,
2016 and 2015, were as follows:

For the Nine Months
Ended
September 30,
2016 2015
(In thousands)

Operating activities $491,616 $430,396
Investing activities (470,159 ) (352,854 )
Financing activities (16,678 ) (97,044 )

Operating activities:   Our cash flows provided by operating activities for the nine months ended September 30, 2016,
increased by $61.2 million compared to the nine months ended September 30, 2015. J-Devices contributed $85.5
million of operating cash flow for the nine months ended September 30, 2016. Excluding J-Devices, our operating
cash flow decreased in 2016 primarily due to lower net sales, partially offset by interest savings associated with the
June 2015 repayment of our 7.375% Senior Notes due May 2018 with proceeds from the issuance of lower cost debt.

Investing activities:   Our cash flows used in investing activities are principally for payments for property, plant and
equipment, which increased compared to the prior year primarily due to payments for the construction of K5 and
capital expenditures at J-Devices, our newly consolidated subsidiary. The net cash used in investing activities for the
nine months ended September 30, 2015, included a payment for an incremental investment in J-Devices, partially
offset by the receipt of the final payment for the sale of our subsidiary to J-Devices.

Financing activities:   The net cash used in financing activities for the nine months ended September 30, 2016, was
driven by net repayments at our subsidiaries in Japan, Korea and Taiwan. The net cash used in financing activities for
the nine months ended September 30, 2015 primarily resulted from the repayment of our 7.375% Senior Notes due
May 2018 and other borrowings, partially offset by new borrowings.

We provide the following supplemental data to assist our investors and analysts in understanding our liquidity and
capital resources. We define free cash flow as net cash provided by operating activities less payments for property,
plant and equipment, plus proceeds from the sale of property, plant and equipment. Free cash flow is not defined by
U.S. GAAP. We believe free cash flow to be relevant and useful information to our investors because it provides them
with additional information in assessing our liquidity, capital resources and financial operating results. Our
management uses free cash flow in evaluating our liquidity, our ability to service debt and our ability to fund capital
expenditures. However, free cash flow has certain limitations, including that it does not represent the residual cash
flow available for discretionary expenditures since other, non-discretionary expenditures, such as mandatory debt
service, are not deducted from the measure. The amount of mandatory versus discretionary expenditures can vary
significantly between periods. This measure should be considered in addition to, and not as a substitute for, or superior
to, other measures of liquidity or financial performance prepared in accordance with U.S. GAAP, such as net cash
provided by operating activities. Furthermore, our definition of free cash flow may not be comparable to similarly
titled measures reported by other companies.

For the Nine Months
Ended
September 30,
2016 2015
(In thousands)
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Net cash provided by operating activities $491,616 $430,396
Payments for property, plant and equipment (481,670 ) (352,644 )
Proceeds from sale of property, plant and equipment 13,687 5,212
Free cash flow $23,633 $82,964

- 27-

Edgar Filing: AMKOR TECHNOLOGY, INC. - Form 10-Q

51



Table of Contents

Contractual Obligations

The following table summarizes our contractual obligations at September 30, 2016, and the effect such obligations are
expected to have on our liquidity and cash flow in future periods.

Payments Due for Year Ending December 31,

Total 2016 -
Remaining2017 2018 2019 2020 Thereafter

(In thousands)
Total debt $1,582,072 $18,597 $15,986 $127,518 $250,000 $245,000 $924,971
Scheduled interest payment obligations (1) 406,201 34,702 78,784 76,240 73,503 62,788 80,184
Purchase obligations (2) 110,428 96,014 2,940 5,206 1,610 1,223 3,435
Operating lease obligations 65,063 6,380 20,216 11,132 9,228 5,369 12,738
Severance obligations (3) 152,828
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