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FINANCIAL HIGHLIGHTS

Y& -z &R
BEmE
Unaudited
FEEY
Six months ended 30 June
6A30AL6ER

2014 2013
US$ million US$ million
HEET EEESH
Sales HEH 213 311
Gross profit E7 93 128
Gross margin (%) EFE (%) 34.3 M0
Net profit/{loss) R/ (BEFE) (15) 08
Earnings/[loss) per share (US cent) BRORF/(B518) () (0.06) 0.03
Book-to-hill ratio HES=l:3 1.1 08
Unaudited Audited
FEEY mEZ
30 June 31 December
6A30H 12ANH
2014 2013
US$ million US$ million
HEET BEBET
Total assets BEE 129.1 129.0
Sharehalders’ funds P S 2 116.4 178

o Sales decreased by around 12% to US$27.3 million

o Gross profit reduced by about 27% to US$9.3 million

o Gross margin was 34.3% (1H 2013: 41.0%), down 6.7 percentage
points because of a provision of US$2.0 million on slow
moving inventory

. Net loss was US$1.5 million (1H 2013 net profit: US$0.8 million)

o Loss per share was 0.06 US cent (0.46 HK cent)

° Book-to-bill ratio was 1.1

HEBNRA NN ENIBEET
EFRAOLH % EIIAEEET

AAREEERELIAERT

6.7 8 H 7 E % 34.3% (2013 £ : 41.0%)

EREEmAL

EERE AR5 BEET(013 FRELR  08BEET)
BGR%EIE 5 0.06 =11 (0.46 541)

AEHELERL
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FINANCIAL HIGHLIGHTS (continued)

B %2R

Sales (US$m)

HEE (a5
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Note:

All the numbers presented in the charts are unaudited.

Interim Dividend
The Directors of Solomon Systech (International) Limited resolved not to
declare an interim dividend for the six months ended 30 June 2014.

Interim Results

The Directors are pleased to announce the unaudited condensed consolidated
interim results of the Company and its subsidiaries (collectively the “Group”)
for the six months ended 30 June 2014 together with the comparative figures
for the corresponding period as follows.
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CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT
BAGEFHEAR

For the six months ended 30 June 2014

HBE01456A30A1L61EA
Unaudited
FEEL
Six months ended 30 June
6A30HLL6{ER
2014 2013
Note US$' 000 US$'000
BisE FEXT FET
Sales HE®B 6 21,250 31,142
Cost of sales SHERR 7 (17,908) (18,363)
Gross profit EF 9,342 12,779
Research and development costs e R AR A 7 (7.501) (6.755)
Selling and distribution expenses HERDHERY 7 (1,579) (1,645)
Administrative expenses TERE 7 (3,857) (4,061)
Other income HelgA - 448
) (3,595) 766
Finance income/[l0ss) — net BEWA/(E18) — 5% 8 2,077 (572)
(1,518) 194
Share of results of associated companies FElERE AR RS 7 31
Profit/{loss) before income tax BREL AR T (B518) (1,441) 225
Income tax credit/(expenses) PSRN,/ () 9 (24) 597
Profit/[loss) attributable to the equity holders ARAEZEEA
of the Company ElERR,/(B18) (1,465) 822
Eamnings/lloss) per share attributable to ANEERA ARED
the equity holders of the Company: GREF,/(E18) :
(expressed in US cent per share) (AL - BRRES) 10
— Basic - (0.06) 0.03
~ Diluted - (0.06) 0.03
Dividend 1z & 1 - -

The notes on pages 8 to 24 form an integral part of this condensed consolidated interim financial information.

FOE U ANMERTEREGA PR ER AR -
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME
BRGEeTHEERARE

For the six months ended 30 June 2014

HBZ2014F6A30 A 1617
Unaudited
FEEY
Six months ended 30 June
6A30HILE6MER
2014 2013
US$ 000 US$' 000
FTET TErx
Profit/{loss) for the period BRER,/(EE) (1,465) 822
Other comprehensive loss for the period: HREM2EEE
Item that may be reclassified to profit or loss e ENHEEEEMNIEE
— Currency translation differences — N E =T (60) (49)
Total comprehensive incomey(l0ss) attributable to ARalERSE AN
the equity holders of the Company 2EBA(EE) @5t (1,525) 73

The notes on pages 8 to 24 form an integral part of this condensed consolidated interim financial information.

FOE U ANMERTERGA DRI BER AR -
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CONDENSED CONSOLIDATED INTERIM BALANCE SHEET

HRGRePHEERARGBR

As at 30 June 2014
R201456 A30H

Unaudited Audited
FREER mEZ
30 June 31 December
R6A30E R12B31 8
2014 2013
Note US$'000 US$ 000
BisE FExT F=n
ASSETS gE
Non-current assets FERBEE
Intangible assets mREE 95 163
Property, plant and equipment MmE - EERF 2,857 3,078
Investments in associated companies REEABRIRE 786 709
Available-for-sale financial assets AHENKEE 2,206 2,206
Bank deposits RITER 9,836 9,836
15,780 15,992
Current assets mEEE
Inventories FE 6,759 7,849
Trade and other receivables JEUR R R £ At FE L 3R 12 12,338 10,875
Financial assets at fair value through BABRNRBRATEE
profit or loss M BEE 69,660 71,087
Pledged bank deposits BEANRITER 130 130
Short-term fixed deposits REETE R 2,516 10,846
Cash and cash equivalents ReREEEEY 21,870 12,181
113,273 112,968
Total assets HEE 129,053 128,960
EQUITY e
Capital and reserves attributable to FARRBFRA
the equity holders of the Company (B R R
Share capital R AR 13 31,730 31,720
Reserves B
Own shares held FrE A&k (89) (89)
QOthers Hi 84,807 86,204
Total equity HER 116,448 117,835
LIABILITIES afE
Non-current liabilities ERBRE
Bank loan RITER 343 402
343 402
Current liabilities mERE
Obligations under finance leases REMEEF 1 2
Trade and other payables JEA R I ot FE 3R 14 11,239 9,684
Bank loan RITER 92 95
Deferred income ERIIA 388 400
Income tax FigHt 542 542
12,262 10,723
Total liabilities HaR 12,605 11,125
Total equity and liabilities HERARER 129,053 128,960
Net current assets B EESE 101,011 102,245
Total assets less current liabilities HEERRDAR 116,791 118,237

The notes on pages 8 to 24 form an integral part of this condensed consolidated interim financial information.

F8E U ANME AT ERGS DRI ER AR -
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY
RN g ich v g

For the six months ended 30 June 2014

BZE2014F6A30 A 16187
Unaudited
FEEY
Attributable to the equity holders of the Company
FLRREREARE
Equity
compensation
Share Share Own Merger Exchange reserve Other  Accumulated Total
capital premium  shares held reserve reserve ks reserve losses equity
Bk ROERE FRESEBG 0 AKERE 0 ERRE 00 SHEE 0 ARRE  RHER e
US§ 000 US§ 00 US§ 000 USS' 00 US§ 000 US§ 000 USS' 00 US§ 000 US§ 000
i i e T i eI i i eI
At 1 January 2013 ROBEIAIE 31,658 83,058 (122) 2082 1012 16,502 PAl (18471) 115,949
Comprehensive incomef(loss) ~ 2FEWA / (BHR)
Profit for the period iy - - - - - - - 8 8
ttem that may be clasified BEEE e
toproftor loss iiﬁﬁnﬁ’]ﬁﬁ
- Curency translaton differences  —SMERE ZE - - - - (£9) - - - (49)
Total comprehensive 2EkA/(BR)
income/{loss| st - - - - (19) - - 80 m
Transactions withowners ~ REXH
Exercse of share aptions i ERE 3 0 - - - - - - 51
Equity compensation T e - - - - - Bl - - 5
Total transactions with owners BRRZ Bkt 3 il - - - il - - 105
At30 June 2013 RABE6ANE 31,689 83,078 (122) 2082 9%3 16,556 20 (17,649) 116,827
At 1 January 2014 ROUEIATE 30 83,007 (89) 2,082 1315 16,654 20 (17,234) 117,835
Comprehensive loss 2EER
Loss for the period Ei) - - - - = = = (1.465) (1,465)
Hem that may be classfied BEZETip
toproftor loss EERNEE
- Curtency translaton differences  —SMEHE ZE - - - - (60) - - = (60)
Total comprehensiveloss 2R - - = = (60) = = (1,465) (1525)
Transactions withowners ~ REXH
Bxercise o share aptions iERE 10 1 - - - - - - /]
Equity compensation TR S - - - - - 116 - - 116
Total transactions with owners B Bkt 10 12 - - - 116 - - 13
At30 June 2014 RNUESANE 31730 83,109 (89) 2,082 1315 16,770 230 (18,699) 116,448

The notes on pages 8 to 24 form an integral part of this condensed consolidated interim financial information.

FOE U ANMERTEREGA PR ER AR -
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For the six months ended 30 June 2014
BZ201456A30R16(EA

Operating activities

Cash used in operations
QOverseas income tax paid
Interest paid on the bank loan

Net cash used in operating activities

Investing activities

Purchases of property, plant and equipment

Proceeds from disposal of property, plant and equipment

Decrease/(increase) in financial assets at fair value
through profit or loss

Decrease/(increase) in short-term fixed deposits

Interest received

Dividend received

Net cash generated from/(used in) investing activities

Financing activities

Payment of capital element of finance leases
Repayment of bank loan

Proceeds from exercise of share options

Net cash generated from/(used in) financing activities

Net increase/(decrease] in cash and cash equivalents
Exchange differences on cash and cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at 30 June

Analysis of balances of cash and cash equivalents:
- Bank balances and cash

The notes on pages 8 to 24 form an integral part of this condensed consolidated interim financial information.
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2013
US§'000
FET

(2.449)
(1)
(5)

(2,455)

(162)
463

(738)
(5,805)
1,195
188

(4,859)

(2)
(47)
51

2

(7.312)
(43)
36,816

29,461

29,461
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Solomon Systech (International) Limited and its subsidiaries are fabless
semiconductor companies specializing in the design, development and
sales of proprietary integrated circuits products and system solutions
that enable a wide range of display applications for smartphones, smart
TVs and other smart devices including consumer electronics products,
portable devices, industrial appliances and green energy applications.

The Company was incorporated in the Cayman Islands on 21 November
2003 as an exempted company with limited liability under Cap.22, the
Cayman Islands Companies Law (Law 3 of 1961, as consolidated and
revised). The address of its registered office is P.0. Box 309, Ugland
House, Grand Cayman, KY1-1104, Cayman Islands and the address
of its principal office in Hong Kong is 6/F., No. 3 Science Park East
Avenue, Hong Kong Science Park, Shatin, New Territories, Hong Kong.

The Company has been listed on the main board of The Stock Exchange
of Hong Kong Limited since 8 April 2004. This condensed consolidated
interim financial information is presented in US dollars, unless
otherwise stated.

This condensed consolidated interim financial information has been
reviewed but not audited, and it was approved for issue on 18 August
2014.

This condensed consolidated interim financial information for the
six months ended 30 June 2014 of the Group has been prepared
in accordance with HKAS 34 “Interim Financial Reporting”. The
condensed consolidated interim financial information should be read
in conjunction with the Company’s annual report for the year ended 31
December 2013, which was prepared in accordance with Hong Kong
Financial Reporting Standards.

Solomon Systech (International) Limited  Interim Report 2014
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Accounting policies

Except as described below, the accounting policies applied are
consistent with those of the annual consolidated financial statements
for the year ended 31 December 2013, as described in those annual
consolidated financial statements.

Taxes on income in the interim periods are accrued using the tax rate
that would be applicable to expected total annual earnings.

(a) Amendments to standards and interpretation to
existing standard effective in 2014

The Group has adopted the following amendments to standards
and interpretation to existing standard that have been issued
and are effective for the Group’s financial year commencing on
1 January 2014:

EE R

BRTAAES - BN S E BR BB E 2013412
ANBLEFEZGEAMBHRR -3 LTERZEFE
FaMBRERP -

st SR EREEREFERRFERREM
HE o

ROUFERNETEARBRBENZ
BE
AEETFERSGTHR2014F1 A1 BRBHNAEE
BBFEEEBEMRERZEIELERRRE LR
R

(a)

HKAS 32 (Amendment)
—Financial Instruments Presentation:
Assets and Liabilities Offsetting

HKAS 36 (Amendment)
— Impairment of Assets: Recoverable Amount Disclosures

HKAS 39 (Amendment)
—Financial Instruments: Recognition and
Measurement (novation of derivatives)

HKFRS 10, 12 and HKAS 27 (Amendment)

— Consolidation for Investment Entities
HK(IFRIC) — Interpretation 21
—Levies

EEUHEENF(BE)
~BIASE: AERAENHY

BB G REAE R (ELE)
—BERE  TOREENRE

BEGIEREF(
—ERIA  BRRE

IF)
THETEMER)

BT
8(1

EEUBREENSE10%  FNEREAEHLERFETE(BE)
—RETENAH

AE(ERHERELEIREZES) -BRAS R

—&E

The adoption of the above amendments to standards and
interpretation to existing standard did not result in substantial
changes to the accounting policies of the Group and had no
material impact on how the results and financial positions for
the current or prior accounting periods have been prepared and
presented.

There are no other new, revised standards, amendments to
standards and interpretations to existing standards that are
effective for the first time for this interim period that could be
expected to have a material impact on the Group.

BRI TRARHRELER REHAKE
ZETHRIEEANE  THRBEHRBANAG
MEERMBRRNBHNZFEXEATE -

BB AR I AR E R AR
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (eontinued)

fi A

3.

10

= A SR =
R E PR BERNE(E)
Accounting policies (continued) 3. EHBE®E
(bh) New standards and amendments to standards (b) EBEGER2014E1B1BEERKREEN
that are issued but effective for periods MEAREEER
commencing after 1 January 2014
The following new and amendments to standards have been THFEAFEEER BB - BR2014F1R1
issued, but not effective for the financial year beginning 1 ARBEE B EEmARER - BAREEW EEA
January 2014 and have not been early adopted by the Group: B
Effective for
annual periods
beginning
on or after
iRz #
FEHREN
HKAS 19 (Amendment) BEg Jr/iﬁ'J 195 (B 1E) 1 July 2014
— Employee Benefits: Defined Benefit Plans — BTN REXRTE 20147818
Annual Improvements 2012 and 2013 2012 %2013 2 FELCE 1 July 2014
— Improvements to HKASs and HKFRSs for the —2010F 2012 . 2011 Z 2013 BE S BB @71 2ER| 014F7 /18
cycles 2010 to 2012 and 2011 to 2013 RE RIS IRE AR H M
HKFRS 14 BEUBREEINE 145 1 January 2016
— Regulatory Deferral Accounts —ERIEERE 201651 A1H
HKFRS 11 (Amendment) EEBREENENHKUBLE) 1 January 2016
— Accounting for Acquisitions of — AR ER g 01651718
Interests in Joint Operations
HKAS 16 and HKAS 38 (Amendment) BESIENE 165 R E WK ZEE 1 January 2016
— Clarification of Acceptable Methods — MR MERREL A 20165F1 718
of Depreciation and Amortization
HKFRS 15 AR BREEIE 155 1 January 2017
— Revenue from Contracts with Customers —REREPIEAHIBA 2017F1A1H
The Group has already commenced an assessment of the impact REBEDEFIRY F5| 7 HEB S EERETT
of the above new standards and amendments to standards but e BRIMAREZSHENNBILERRS
is not yet in a position to state whether these new standards HGELERTBARNENERTE -
and amendments to standards would have a significant impact
on its results of operations and financial position.
Solomon Systech (International) Limited  Interim Report 2014



4. Financial risk management and financial
instruments

41

4.2

43

Financial risk factors

The Group's activities expose it to a variety of financial risks:
market risk (including foreign exchange risk and price risk),
credit risk, liquidity risk and cash flow and fair value interest
rate risk. There have been no changes in any risk management
policies since the year end.

The condensed consolidated interim financial information
does not include all financial risk management information
and disclosures required in the annual financial statements,
and should be read in conjunction with the Group’s annual
consolidated financial statements as at 31 December 2013.

Liquidity risk
Compared to year end, there was no material change in the
contractual undiscounted cash out flows for financial liabilities.

Fair value estimation

The Group's investments in financial instruments are measured
in the balance sheet at fair value. The fair value measurements
are disclosed by level of the following fair value measurement
hierarchy:

° Level 1 - quoted prices (unadjusted) in active markets for
identical assets or liabilities;

o Level 2 - inputs other than quoted prices included within
level 1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived
from prices);

o Level 3 - inputs for the asset or liability that are not
based on observable market data (that is, unobservable
inputs).

4. MERBREERS&MIRA

41

4.2

43

RERRER
ARERAXBAARERIANMBRR : ©
SRB(BRIERBRNERRR)  FEAR -
RBETERMRSRERDFENERR - 8
FREY O RBERERHR LMRE -

ABRAGEFHEBERTARDENENBER
ERERMERRFENEREVELHE  WER
AEEHZNBF12ANBLEFEZRATER
KB -

B R & W bR
RELILE HBAEZAANEARRNAS
i B A -

DF R
AEENERTAZRENBERBRTUAY
EF EYR TIIAHEF ENBRIDBERE :

e  FIER-HREEFABRERTSNR
BOREHAE)

o FIER-BRERRFIERNBEN A
ER(AER) KRR ERERITE)BE
HEEFRENBAER

o EIEQ-FRUBRAMSHEBENEER
BENBABR(AFTEENBAER) -

SFR 2014 EREIRE 11



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (eontinued)

56 BE 4= A 2 SR T4 2 /g
R4S P B B E R R (&)
4. Financial risk management and financial 4. MERREERSMIA(E)
instruments (continued)
4.3 Fair value estimation (continued) 43 AFEMEHGE
The following table presents the Group's financial assets that AEBUGEREERTFENEZHBEENS
were measured at fair value by valuation method: nr
Unaudited Audited
FEER mE
30 June 2014 31 December 2013
01456R30H 013F 12831 H
Level 1 Level 2 Total Level 1 Level 2 Total
B1ER H2E® - Hy E1ER E2ER @t
US$' 000 US$' 000 US$'000 US$'000 US$'000 US$' 000
FET FET FET TET TET TET
Unlisted E ]
Deposit notes BRE - 5,225 5,225 - 8,821 8,821
Derivative financial instruments THEeRTA - - - - 200 200
Marketable bonds JRRAS 24,190 - 24,190 27,143 - 21,143
Marketable funds EEES 19,812 = 19,812 16,627 - 16,627
Listed Eh
Equity securities e 20373 - 20373 18,235 - 18,235
Fund e 60 - 60 61 - 61
64,435 5,225 69,660 62,066 9,021 71,087
There were no transfers between Levels 1 and 2 during the HRREE I MEBHR 2 MHER -
period.
There were no other changes in valuation techniques during the HMNEEBER/ERE -
period.
4.4 Valuation techniques for deriving Level 1 and 2 44 BRARBIEEBRLOFEOMESE
fair values
The fair value of financial instruments traded in active markets HEERTHEENSRIANATEREEER
is based on quoted market prices at the balance sheet date. A AR B THREDE o B RIE 0 HERE BT
market is regarded as active if quoted prices are readily and BHEZX G X5 - 842 EFRAL - TER
regularly available from an exchange, dealer, broker, industry BEREENRZES MZERERRRATER
group, pricing service, or regulatory agency, and those prices SEEETNERNER TSI SN ZmHH
represent actual and regularly occurring market transactions BRER - AEERENEREENTSRER
on an arm'’s length basis. The quoted market price used for EREFRE HETAOEEE1ER -
financial assets held by the group is the current bid price. These
instruments are included in level 1.
Level 2 financial assets comprise deposit notes and forward FIRRNMBEEORETREBRRENIES
foreign exchange contracts. # e
12 Solomon Systech (International) Limited  Interim Report 2014



4. Financial risk management and financial
instruments (continued)

4.4

4.5

4.6

Valuation techniques for deriving Level 1 and 2
fair values (continued)

The value of financial instruments that are not traded in an
active market (for example, over-the-counter instruments) is
determined by using valuation techniques. These valuation
techniques maximize the use of observable market data where
it is available and rely as little as possible on entity specific
estimates. The instruments will be included in level 2 if all
significant inputs, other than the quoted prices included within
level 1 required to fair value an instrument, are observable
either directly (that is, as prices) or indirectly (that is, derived
from prices).

Forward foreign exchange contracts have been fair valued using
forward exchange rates that are quoted in an active market.
The effects of discounting are generally insignificant for level 2
derivatives.

Valuation process

The Group adopted the fair values of the financial instruments
provided by reputable financial institutions who are using
advanced financial valuation technique.

Fair value of financial assets and liabilities
measured at amortized cost

The fair values of the following financial assets and liabilities
approximate their carrying amounts:

° Trade and other receivables

° Pledged bank deposits, short-term fixed deposits, cash
and cash equivalents

° Trade and other payables
° Bank borrowings

° Other current liabilities

4. HMERREEREMIRGH

44

45

4.6

ERARF1AE2BBLAFENGEES &
(%)

THEERTSRSNEHIAN : MEBRHM
BEZTR)NATERBEENEHE - 2564
EREEEERABEZTEHE  YETED
ERAREGGE - MABNBAEH2ENE
B BREERNE 1 BRNBRENNEATFENT
B9 ZRIATER(AER REZERER
TR BRLEERBENEABNENBRE?
B -

BENNEAND RN ERTSIE AR AL
UATERR - BREHYEHEIEMTETA
—BEFEAX -

HHEF
ARERMERLERENEZEEENTBE
BASRMTARHUNOATHE:

MBS HBNMBERERARL
AFE
ATHBEER R ENATARABEERI

o RUFREMELR

o EBHEAMRITER

BHERES A

o ENRRHEAMEMR
o RITEX

o HpRBARE
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)
MG PRI B E RN (8)

14

Critical accounting estimates and judgements

The preparation of condensed consolidated interim financial
information requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and the
reported amounts of assets and liabilities, income and expense. Actual
results may differ from these estimates.

In preparing this condensed consolidated interim financial information,
the significant judgements made by management in applying the
Group's accounting policies and the key sources of estimation
uncertainty were the same as those that applied to the consolidated
financial statements for the year ended 31 December 2013.

Segment information

The Group has principally engaged in the design, development and
sales of proprietary IC products and system solutions that enabled a
wide range of display applications for smartphones, smart TVs and
other smart devices including consumer electronics products, portable
devices, industrial appliances and green energy applications.

The Group has been operating in one single operating segment, i.e. the
design, development and sales of proprietary IC products and system
solutions.

The chief operating decision-makers have been identified as the
Executive Directors and senior management led by the Group CEO
(Managing Director). The Executive Directors and senior management
reviewed the Group's internal reporting to assess performance and
allocate resources. A management approach has been used for the
operating segment reporting.

Solomon Systech (International) Limited  Interim Report 2014
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BRETHRTESNSAEEE - HTESNERE
BERAAGERNSBRENTREERHTER - 18
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6. Segment information (continued)

(a)

(b)

Sales
Sales amounted to US$27,250,000 and US$31,142,000 for the
six months ended 30 June 2014 and 2013 respectively.

The Company is domiciled in Hong Kong. The Group mainly
operates in Hong Kong. During the period under review, the
Group's products were mainly sold to customers located in
Europe, China and Hong Kong.

6.

SBEHE)

(a) SHEH
HE014FN2013F6 A0HI6MEA @ $HEED
7 427,250,000 5 70 &2 31,142,000 % ¢ ©

ARBRFERLAEE - FEBEIBREBL
EHER ROEHA - FAREZERTIBRHE
TFRREN - PERBENRP o

Unaudited
FEER
Six months ended 30 June
6A30HLL6{ER
2014 2013
US$'000 US$'000
FERT FET
Europe BN 6,274 4,540
China H 5239 7,904
Hong Kong e 4,539 8,216
Taiwan Ak 4,010 4,669
Korea 82 3,281 2,102
South East Asia REn 1,821 2221
Japan AAR 1,207 1,168
USA x5 564 244
Others Hih 315 78
21,250 31,142
Sales are classified based on the places/countries in which eI R BT HE BR D o
customers are located.
Total assets (b) HWEE
Unaudited Audited
FEEE 8B
30 June 31 December
6A30H 1ANAH
2014 2013
US$'000 US$ 000
FET T
Hong Kong 7E 103,754 105,046
China H 19,731 18,520
Taiwan =y 5,039 4,857
South Fast Asia REE 440 484
Others Hith 89 53
129,053 128,960

Assets are listed based on where the assets are located. Others
comprise Japan and USA.

BERBRBEENMELTIAIIE - AttBER
2 ESEE
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continue

o = OA
B HH /Z\‘/T\ 7E /éf 7H Nﬁ DE =]
6. Segment information (continued) 6. SHBERE
(c) Capital expenditures (c) BHFMAX
Property, plant and equipment
M BRRR0R
Unaudited
REER
Six months ended 30 June
6A30HIL6EAR
2014 2013
US$'000 US$' 000
FERT TEx
Hong Kong & 126 39
China f 120 87
Others Hith 2 36
268 162
Capital expenditures are listed based on where the assets are EAREY RIREEENFETIATIE
located.
7. Expenses by nature 1. BEHEIFHRX
Expenses included in cost of sales, research and development costs, DREEHERE  MARRAERAE  HERS HHAZIA
selling and distribution expenses and administrative expenses are AHEYANEZSHIT -
analyzed as follows:
Unaudited
REER
Six months ended 30 June
6A30HIE6MER
2014 2013
US$'000 US$' 000
FET TEr
Cost of inventories sold ENFERE 15,330 18,104
Product engineering costs EmTREAR 1,131 978
Provision for/(written-back of provision for) obsolete  iBEF S B TE SV EME,(IE)
or slow moving inventories 2,023 (251)
Amortization of the intangible assets BBV AE 17 -
Depreciation of owned property, plant and equipment BB - MR L RENITE 429 802
Depreciation of leased property, plant and equipment ~ THEWE - HE LR ENNE 1 1
Operating leases for land and buildings T REFHLERE 519 519
Employee benefit expenses EEEAMX
(including Directors” emoluments): (BREFEME) -
— Equity compensation — B AR R 116 54
— Non-equity compensation —FERAR R R 9,243 8,502
Net exchange (gain)/loss FER (W), BB (229) 44
16 Solomon Systech (International) Limited  Interim Report 2014



Finance income/loss — net 8. REKA FR-28
Unaudited
RIEEY
Six months ended 30 June
6A30H.L6EA
2014 2013
US$'000 US$'000
FET TErn
Gain on disposal of FVTPL & FVTPL B es 109 189
Interest income B 996 1,263
Dividend income BEMA 503 188
Net unrealizable gain or loss from FVTPL: FVTPL AR BEIR A0 /3 s k5 A -
— Fair value gain of financial assets —BBEENAFERE 1,386 9
— Fair value loss of financial assets —-IBEEN RN TERE (918) (2211)
— Fair value loss of financial liabilities —~BBAERNAHEBR - (110)
Interest expense of bank loan FATEFMMEZH (4) (5)
Others H 5 3
2071 (572)
Income tax 9. FM#R

Hong Kong income tax has been provided at the rate of 16.5% (2013:
16.5%) while overseas income tax has been provided at the rates of

taxation prevailing in the countries in which the Group operates. No

provision for Hong Kong income tax has been made as the Group has

no estimated assessable profits for the six months ended 30 June 2014

BBMEHERERE165%(2013 : 165%)51E  migHh
FERAIRBEASENEEMERR ZBRMETE -
AEBEEREE014FR2013%F6 A30H L6 @AW EM
JERBUR N T BBIED BTG RER

and 2013.
Unaudited
FEER
Six months ended 30 June
6830H16EA
2014 2013
US$' 000 US$'000
FET F=En
Current income tax: KEAFTEHL -
—Hong Kong —&# - -
— Overseas — &5 2 1
Write-back of income tax provision in prior years AR -REMEHME R - (548)
Deferred income tax AR = (50)
Income tax (credit)/expenses FIE® (A, /S 24 (597)
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (eontinued)

LEz

R AR RS B RPN R ()

10. Earnings/loss per share

18

(a)

(b)

Solomon Systech (International) Limited

Basic earnings/loss per share

The basic earnings/loss per share is calculated based on the
Group's profit/loss for the period attributable to the equity
holders of the Company and the weighted average number of
2,459,623,162 (1H 2013: 2,455,183,693) ordinary shares in issue
excluding own shares held during the periods.

The Group's loss for the period attributable to the equity
holders of the Company was US$1,465,000 (1H 2013 profit:
US$822,000).

Diluted earnings/loss per share

The diluted earnings/loss per share is calculated based on the
Group's profit/loss attributable to the equity holders of the
Company and the weighted average number of ordinary shares
after adjusting for the effects of all dilutive potential ordinary
shares including allocated but excluding unallocated own shares
held during the periods.

The information related to the weighted average number of
ordinary shares is as follows:

10.

SRaTHBR

(a)

(b)

BREXRTHE
BREXGEFN/BERBREADENEREEA
EEAEEZER/ BRRABRDHTLEK
(T EIEFTRA 5 M0 ) DIREF 19#12,459,623,162 %
(2013 L3448 : 2,455,183 693 % )+ & -

ARAMBEEBEANNEEAREZERR
1,465,00055 7L (2013 L4571 © 822,000 7T) ©

sREEAT HR

FREEET/ BEIRBEARANESHEA
EEAEEZ SR,/ BRRERBANE LSS
FENBELER(BRCENREBRARENR
ZIABAGRMMEHBER ZERITMETHE
BREGE

BT EBRRE S EEARFIRIT -

Number of shares
Bin& R
Unaudited
FEEH
Six months ended 30 June
6830H16{EA
2014 2013
Weighted average number of BETIETY
ordinary shares in issue LB AR 2,459,623,162 2,455,183,693
Allocated own shares held under RER O REEE - B2
Share Award Scheme PTHsA & {7 - 2,679,889
Conversion of all dilutive share RBmBATETAEE
options outstanding RN T RERE - 3,571,857
Adjusted weighted average number BIETESREE R,/
of ordinary shares for diluted earnings/ B BAHRIR T
loss per share calculation LBARAR S 2,459,623,162 2,461,435,439

As at 30 June 2014, there were 16,800,000 share options
outstanding and 3,082,000 allocated own shares held which
could potentially have a dilutive impact but were anti-dilutive
for the period then ended. Hence, there was no dilutive effect on
the calculation of the diluted loss per share for the six months
ended 30 June 2014.

Interim Report 2014

R214F6A0E  AITETAEEIZENER
RS P A S B 5 54 16,800,000 B
%3,082000/% c ZERNMAEBEEZE - AR
THEREEFERUEEARESYE A U
EHNUFANALZBNNEREZTERE
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1.

12.

Dividend

No dividend for the year ended 31 December 2013 was declared or
paid by the Company. In addition, the Board resolved not to declare an
interim dividend for the six months ended 30 June 2014.

Trade and other receivables

1. KR

AARWRBEERIEANEHZ2013F12BNHIEFEZ
BE - EESMAE TS REZ2014F6/3081E6EA

HOFR EIBLS, o

12 BRHRRAMELRR

Unaudited Audited

FEED R

30 June 31 December

68308 2R3 H

2014 2013

Note USS 000 USs 000

BizE FxxT TEn

Trade receivables FEU R 8,072 7,007
Trade receivables from a related party B 7 PR 17 1,645 1,271
Total trade receivables FEU R 4B 5T 9,117 8,278
Deposits, prepayments and other receivables AE  BRRRABERR 2,551 2,436
Prepayment to a related party R ARE 17 64 161
12,338 10,875

As at 30 June 2014, the Group's trade receivables from corporate
customers were mainly on credit terms of 30 to 90 days. The ageing

R014F6 AR ARBUCERAIRF ZRUGIEER
HIBANEENA - FERMERBEORETABER

analysis of trade receivables not impaired based on overdue days is as RRERER AT :
follows:

Unaudited Audited
REEE BEZ
30 June 31 December
6A30H ANAH
2014 2013
US$'000 US$' 000
TR FER
Current ENER 1,820 6,203
1-30 days 1-30H 1,540 1,563
31-60 days 31-60H n 369
61-90 days 61-90H 86 93
Over 90 days BB A - 50
1,897 2,075
9,111 8,278

R2014F6A0R  BEREMUFTATHEESAE B
i 7 FE U 5K 751,897,000 5% 7T (2013 512 A 31 B 2,075,000
x7) e AZERMARK REREE REERZ 28
ZERIARY 2 FRIEL R AERMAE o

As at 30 June 2014, trade receivables of US$1,897,000 (31 December
2013: US$2,075,000) were considered past due if measured strictly
against the credit terms offered. All the overdue sum was not impaired
since most of the overdue sum has been settled after the balance sheet
date.

201456 A30 B R2013F 128318 - 18 B U Z
BUES L -

As at 30 June 2014 and 31 December 2013, no trade receivables were
impaired and provided for.
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NOTES T0 THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continue

LE3

13.

14.

20

SeTH

B 7% A R o (o

Share capital 13. KF
Unaudited Audited
KEEFW &%
2014 2013
Number Number
of shares US$ 000 of shares US$ 000
Bin&E FET Rt gi e TEx
Authorized: ETE
~ Ordinary shares of HK$0.10 each —{REEI0ETHEER 5000000000 64,433 5,000,000,000 64,433
Issued and fully paid: E%ﬂ&%ﬁlﬂ
- At 1 January -1 A1 2,461,102,351 31,720 2,456,302,351 31,658
— Exercise of share options —ﬂﬁﬁﬁﬂx% 800,000 10 4,800,000 62
At 30 June 2014 and R2014F6 A30H &
31 December 2013 2013F12B31H 2,461,902,351 31,730 2,461,102,351 31,720
Trade and other payables 14, BERREMERSR
Unaudited Audited
FEEE BEZ
30 June 31 December
6A30H 12A318
2014 2013
Note US$'000 US$' 000
BiizE FET TEx
Trade payables FERT 3R 1,679 5,694
Trade payables to a related party A T e 5R 17 33 -
Total trade payables FERT R BaT 112 5,694
Accrued expenses and other payables FEETF S R E AR 3,521 3,990
11,239 9,684

At 30 June 2014, the ageing analysis of trade payables based on

overdue days is as follows:

2014F6 4308 @ ENZFABHBRNERRIITOT

Unaudited Audited
KT HESA
30 June 31 December
6A30H 12ANAH
2014 2013
US$'000 US$' 000
FET =
Current BNH 7,078 4,091
1-30 days 1-30H 400 1,375
31-60 days 31-60H 143 135
61-90 days 61-90H - 28
Over 90 days fEbERI= 91 65
1,12 5,69

Solomon Systech (International) Limited  Interim Report 2014



15. Equity compensation scheme 15. BRFEREMaE

(a) The Share Option Scheme (a) REBRHERTE

The Company adopted a share option scheme at the annual
general meeting held on 28 May 2013 ("2013 Share Option
Scheme”) and at the same time terminated the old share option
scheme (“Old Scheme”) which would expire in February 2014.
Upon termination, no further options under the Old Scheme
had been offered but in all other respects the provision of the
same shall remain in force and the options granted prior to
such termination shall continue to be valid and exercisable in
accordance with the same.

The terms of the 2013 Share Option Scheme are in accordance
with the provisions of Chapter 17 of the Listing Rules. The 2013
Share Option Scheme is valid and effective for a period of 10
years commencing on 28 May 2013, being the date of adoption
of such scheme by the shareholders of the Company.

As at 30 June 2014, there are in total 16,800,000 valid share
options outstanding, of which 10,400,000 share options are
under the Old Scheme and the other 6,400,000 share options are
under the 2013 Share Option Scheme.

During the period, movements in the number of share options
outstanding under the two share option schemes and their
related exercise prices are as follows:

ARAARNBFLABERITHRREFAEE
Ry — BT 8 ([2013 B R 8 )) R R ES 41
HRR04FIARBERE B R ES((E5
B EFBRHATRE-SREZSER
B ERERGERMB L) BEEE R
T RERAKBERAEZER LA RHNER
EREBEARNATE

01I3BREAENBERRERETRUETESR
&3 o 2013 BB MR ERT 21 2013 F 5 A28 H (BN A
AR EEMZEREE 2B ) RER - ABH0
¢ o

R20145F6 4308 & 716,800,000 % A 2 Bk
RERGEATE > H 10,400,000 AR B A4 B 10 & &t
Z| + 56,400,000 X EERAE B 2013 BB AR AR 2 -

A BRMERRE S R RTEBRERE
MEFLEEBITRENENT

Unaudited
KEER
Number of share options (in thousand units)
BERRER E (L Thrat)
Exercise price
per share Held on Held on
HKS 1 January 2014 30 June 2014
Grant date BETER R4 Exercised Ra014s Expiry date
e #rT 1R1BEH BiTE 6A3EKEE 3]
0Id Scheme E 581
30 September 2011 0.1634 4,800 - 4,800 30 September 2014
011F9A30H 2014F9A30H
28 September 2012 0.2126 6,400 (800) 5,600 30 September 2015
201299 A28 H 2015F9H30H
11,200 (800) 10,400
2013 Share Option Scheme 2013 B4+ 21
4 October 2013 0.3450 6,400 - 6,400 30 September 2016
013F10A4H 201659 A 30 H
Total 485t 17,600 (800) 16,800

ARRFIBfmNE - #EBERETBERFE
EREKERE - HZ2014F6A30HIE6(EA
FETMERERL -

The Company has been using the Black-Scholes Valuation
Model to value the share options granted. No share options
were granted during the six months ended 30 June 2014.
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15. Equity compensation scheme (continued)

22

(b)

Solomon Systech (International) Limited

Share Award Plan

The Share Award Plan was adopted by the Company at an
extraordinary general meeting held on 25 February 2004 and a
meeting of the Board on 19 March 2004.

Under the terms and conditions of the grant, 40% of the shares
conditionally offered will be vested 1 year from the grant date
and the remaining 60% will be vested 2 years from the grant
date. HSBC Institutional Trust Services (Asia) Limited (“Trustee”)
has been the trustee to hold shares for the benefit of the
Directors and employees.

At 30 June 2014, the number of shares allocated but remained
unvested under the Trustee for Directors and employees of the
Group was 3,082,000 while the total number of shares held by
the Trustee was 1,819,520. Since the Share Award Plan has
been valid for a period of 10 years and expired in March 2014,
there was no share of the Company conditionally awarded to
employees of the Group pursuant to Share Award Plan for the
six months ended 30 June 2014. The shares granted prior to the
expiry date shall continue to vest in accordance with the same.

Shares held by the Trustee under the Share Award Plan are

15.

BREER|MaE ()
(b) BRDERMYEHE

R f7 SR BT 170 20049 2 A 25 R BT RIS B
REEADF RN 004FIA19AEESSRM -

BEROETZRANGRREHE - 40%KRIHER
MR BEE— 558 - Tk T 60% AR &
H B #7458 ° HSBC Institutional Trust Services
(Asia) Limited ([ XFEA NAZFEAS D REELE
EXRAFARLRG

RNUFEANE  ERTFAEEANESRES
BINKRBEBHORD A30820000  MXTAEFE
M2 EZ AR 51,819520 0% o R D 22 B &t
D EBHINEANOUEIRXRN  RILEE
201456 A 30 A 1L 61 A 3 & ik 0 iR iR 1 58
B EnAEEESMEERT - EEXEAE
REHRNSRRAEENEERS -

RFEARFANRD ZRF BN ZBHOMT

listed below:
Unaudited
FEEE
Number of shares
Bin&H
2014 2013
At 1 January R1A1H 1,819,520 1,443,520
Shares vested during the period REINE B R G = -
At 30 June R6A30H 1,819,520 1443520

The Group has adopted the requirements under HKFRS 2 to
account for the equity compensation expenses of the shares
granted at fair value at the date of grant.

Interim Report 2014
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16. Commitments

(a)

(b)

Capital commitments
Capital expenditure committed at the balance sheet date is as

16. &g

(a) WHEHIE

REER  ERENEARIIHRMT :

follows:
Unaudited Audited
FEEW KEZ
30 June 31 December
6A30H 1ANAH
2014 2013
US$'000 US$'000
FET TEr
Approved but not contracted for BEREBRETESD - -
Contracted but not provided for ERETEANERERE 16 16

Aside from the aforesaid, there was no other material capital
commitment or contingent liability.

Operating lease commitments — the Group as
lessee

The future aggregate minimum lease payments under non-
cancellable leases are as follows:

BRLABREN AREHEEMENERE

FHNAE -

(b) HEERRRR-FREHEEA

RETAHELEHES  RARREEELRIEH

mr

Unaudited Audited

FEEW KEZ

30 June 31 December

6A30H ANAH

2014 2013

US$'000 US$'000

FET TErx

Not later than 1 year THRB—F 1,020 891
Later than 1 year and not later than 5 years BR—F  ETHERF 235 444
1,255 1,335
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NOTES T0 THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continue

f A

17.

24

FE TP BENNE (R

Related party transactions

The Company understands that China Electronics Corporation, a state-
owned information technology conglomerate under the administration
of the central government of the PRC, owns approximately 28.7%
of the issued shares of the Company during the period and is thus
a substantial shareholder of the Company. Transactions between
the Group and the subsidiaries or associates of CEC are regarded as
transactions with related parties.

The following transactions were carried out with related parties:

17.

RBH XS
ARRAETHRETEEEXKRBAERAFRERDE
RPEPRFFEENEEEFEERNEERR 1
HMAERO8IAREZETRG - DAREZEZER
R AEEBCECHMBRRNEBR AN HHE KRR
HR5 e

UTRBBERT RS -

Unaudited
FEER
Six months ended 30 June
6A30HIL6{ER
2014 2013
US$ 000 US$' 000
FER FET
Sales: HE -
Subsidiaries of CEC CEC RBA 2,872 2,714
Purchases: BE
Subsidiaries of CEC CEC BB A 47 244
Period-end balances arising from sales/purchases: RSHE REBR N HRIRE
Unaudited Audited
FREE HE 7
30 June 31 December
6830H 12A318
2014 2013
Note US$ 000 US$'000
BisE FER FET
Trade receivables; PR 12
Subsidiary of CEC CECEMB AR 1,645 1271
Prepayments: TR - 12
Subsidiary of CEC CECHIKTB A 7] 64 161
Trade payables: FERIR - 14
Subsidiary of CEC CECHIKTEE A &) 33 -

Solomon Systech (International) Limited  Interim Report 2014
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TO THE BOARD OF DIRECTORS OF SOLOMON SYSTECH (INTERNATIONAL) LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have reviewed the interim financial information set out on pages 3 to 24, which comprises the interim condensed consolidated balance sheet
of Solomon Systech (International) Limited (the “Company”) and its subsidiaries (together, the “Group”) as at 30 June 2014 and the related interim
condensed consolidated income statement, statements of comprehensive income, changes in equity and cash flows for the six-month period then
ended, and a summary of significant accounting policies and other explanatory notes. The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited require the preparation of a report on interim financial information to be in compliance with the relevant provisions
thereof and Hong Kong Accounting Standard 34 “Interim Financial Reporting” issued by the Hong Kong Institute of Certified Public Accountants. The
directors of the Company are responsible for the preparation and presentation of this interim financial information in accordance with Hong Kong
Accounting Standard 34 “Interim Financial Reporting”. Our responsibility is to express a conclusion on this interim financial information based on
our review and to report our conclusion solely to you, as a body, in accordance with our agreed terms of engagement and for no other purpose. We
do not assume responsibility towards or accept liability to any other person for the contents of this report.

We conducted our review in accordance with Hong Kong Standard on Review Engagements 2410, “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the Hong Kong Institute of Certified Public Accountants. A review of interim financial
information consists of making inquiries, primarily of persons responsible for financial and accounting matters, and applying analytical and other
review procedures. A review is substantially less in scope than an audit conducted in accordance with Hong Kong Standards on Auditing and
consequently does not enable us to obtain assurance that we would become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that the interim financial information is not prepared, in all
material respects, in accordance with Hong Kong Accounting Standard 34 “Interim Financial Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 18 August 2014

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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#SOLOMON SYSTECH (INTERNATIONAL) LIMITED E= &
(RASEEEMKLNERRAF)

AR (A TEERM ) ERHNNENEIZ U ENTERTEER - 1t EEI%E K B1E Solomon Systech (International) Limited ([ &2 8] )) REF 1A
(ABIEEEDR2014F6 ANAMNERGATHEEAEREEZZAL6EABRMNEHEHEATREEER  BHRATH2ARARE - &
HiEem R P RNEREETHRENER  URTEGHRENENAMITRE - ERBEXHMARAFES LMHAMRE - i e
BEREOBELATEU LRANEREXARBAGHMRAERAN BB EAEURHBUBRE] - BELAESABEREEES:
BREUFPRRBERE IFERIBZZPBEREER - FANEARBERMNBHEZE R BN EEHEL SR - UTRBEEZ KREMRE
BEENE  RUIAREANEEMDER - BN 2R ARENATREFNEMATE ESREFMERE -

RAERBEAGHMASEANETERHENE M 0R M BRNBUZEMRNT P RN BENEMN ETEN - BHTRYBENERIERNAE
MBNEHEBEOARELEH  REROMENELENRSF - BHNEERRREEZEETEETEZNRER/ )  HTELRMARERM
RATEBEZTAIRRERNMBERTE - Bt - AMTERRERER -

RREMNEN  ZMLEZREMEE  HMAEETRNBERERERANBABRETEGEE MR T HRBRSE IR -

RRAKERHGEER
BEBHT

EF% 0 2014F8 518 H

Bk GG RTHBER B PIRK T AE T
Ak : +852 2289 8888 » fHH : +852 2810 9888 » www.pwchk.com
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During the period under review, the Group's total sales were US$27.3 million,
representing a reduction of approximately 12% year-on-year and a net loss of
US$1.5 million was incurred.

For the six months ended 30 June 2014, total sales of the Group were US$27.3
million (1H 2013: US$31.1 million) while its total shipments saw a year-on-
year decrease of around 7% to approximately 44.3 million units (1H 2013: 47.8
million units). The reduction in both sales and shipment units were mainly
attributable to the volatile demand fluctuations of some of the Group's key
customers and market segments, together with the challenging economic and
market conditions in the first quarter of the year. Nonetheless, the Group has
been extending the application portfolio of its products to increase revenue
sources, and also strengthening further its design engineering and marketing
capabilities to enhance the quality and speed of new product development.
Book-to-bill ratio for the period was 1.1 (1H 2013: 0.8), implying sales backlog
would be carried over to the rest of 2014.

Gross profit of the Group was US$9.3 million (1H 2013: US$12.8 million).
Gross margin was 34.3% (1H 2013: 41.0%), down 6.7 percentage points.
Excluding the provision for slow moving inventory of US$2 million during the
period in 2014, the gross margin was about 41.7% which was at a comparable
level to 1H 2013.

The Group has remained vigilant in controlling its expenses. The Group's total
expenses, including R&D costs, S&D expenses and administrative expenses,
were US$12.9 million (1H 2013: US$12.5 million).

The Group continued to invest in R&D and business development, and
remained selective in its R&D spending. Its R&D costs were US$7.5 million (1H
2013: US$6.8 million), up US$0.7 million.

S&D expenses were kept at US$1.6 million (1H 2013: US$1.6 million). S&D
expenses to sales ratio was 5.8% (1H 2013: 5.3%).

Administrative expenses were US$3.9 million, decreased by US$0.2 million
compared with US$4.1 million in 1H 2013.

REBEHAN  AEENERERAVIBEET BEFRAT
BE4712% - WEBEBEFHEIEEET

BZE201456A0BIL6EA  AREMNAHEEERIIEEE
T(NBEFF NIBEEL) MANEERRERLLT%
ZEHUIFEEMH(NBLEF - 8EEM) - HEBENTEEM
WP TEERAEERNEERPREREETIHNE K
B NEEFEERTSRARMKENR - BEOY - AKE
E—SRAHERERAS  WREAWRAKTE - EMEERT
BEMBHBEAENES RAMEFERNEZLRE - B
FIBEEELEA1I(013 ¥ 08)  BREBRNIERSE
ZNUFRRS

AEEEFANEERTQBLEF 128BEXT) £
FIR B303% (2013 L £ F :410%) - WACTEBENZ - MK
RANGVEFFRBEFEREIAEEL EAXERLNA
4.7% » 822013 FEFKFERE

AEBEERELFFRY - AEEMNBHT (REMEMAK - #
ERDEESMITEEY)A12988XT(2013 L+F 1258
sxsy

dl

N>

+

AEEBELRNES NI RERERERE  UEEBMBEEIRR
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During the period under review, the Group recorded an interest income of
US$1.0 million and dividends of US$0.5 million, totaling US$1.5 million (1H
2013: US$1.5 million).

Pursuant to mark-to-market prices as at 30 June 2014, a net unrealized gain
of US$0.5 million (1TH 2013 net unrealized loss: US$2.2 million) was recorded
from the investment in the FVTPL portfolio at balance sheet date.

As a result, the Group recorded a net gain of US$2.1 million (1H 2013 net loss:
US$0.6 million) from treasury investment.

The loss attributable to the equity holders of the Company for the six months
ended 30 June 2014 was US$1.5 million (1H 2013 profit: US$0.8 million).

The Board resolved not to declare an interim dividend for the six months
ended 30 June 2014.

Total cash and cash equivalents and bank deposits (both current and non-
current) of the Group amounted to US$34.2 million as at 30 June 2014,
compared to US$32.9 million as at 31 December 2013.

Net cash used in operating activities during the period was US$1.8 million
(TH 2013: US$2.5 million). The cash outflow in operating activities was mainly
due to the net loss of US$3.6 million before finance income and the slightly
improved working capital, which comprised net of receivables, inventories and
payables.

Regarding the use of cash reserves, the Group will continue to allocate funds
for product development, securing production capacity, strengthening its
infrastructure in mainland China to broaden its customer base and capture
market and sales opportunities, entering into strategic corporate ventures
and meeting general corporate operational purposes. As at 30 June 2014, the
Group had no major borrowing other than the US$0.4 million in a mortgage
loan for the purchase of an office property in Hsinchu, Taiwan. The Group’s
cash balance was mainly invested in various deposits in banks.

Most of the Group's trade receivables and payables are quoted in US dollars.
The Group closely monitors the movement of foreign exchange rates and
constantly seeks to obtain favorable exchange rates for conversion of US
dollars into other currencies for paying local operating expenses. During
the period under review, the Group did not use any derivative instruments
to hedge against foreign currency exposure in operation as the Directors
considered this exposure to be insignificant.
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Capital Expenditure and Contingent Liabilities

In the 1H of 2014, capital expenditure of the Group was US$0.3 million (1H
2013: US$0.2 million), of which the majority was related to the Group's
purchase of equipment.

As at 30 June 2014 and 31 December 2013, there was no material capital
expenditure approved but not contracted for nor contracted but not provided
for.

Aside from the aforesaid, the Group had no other material capital commitment

or contingent liability.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

BEE W LD (&)

BUSINESS PERFORMANCE AND OUTLOOK

Business Performance

During the period under review, the Group's total sales were US$27.3 million,
a decrease of approximately 12% from the same period last year, while its
total shipments saw a year-on-year decrease of around 7% to approximately
44.3 million units.

The decrease of the Group's unit shipments and sales in the period under
review was mainly attributed to the volatile demand fluctuations among
some of its key customers and market segments, as well as the challenging
economic and market conditions in the first quarter of the year which
adversely affected the business performance of industry players.

The unit shipments of the Group in the first quarter of 2014 dropped about
20% year-on-year, following the general economic slowdown. In the second
quarter, the global economy started to pick up, and the unit shipments of the
Group also increased around 6% year-on-year.

It is noteworthy that the book-to-bill ratio for TH 2014 was 1.1 (1H 2013: 0.8),
indicating that demand outpaced supply. In addition, the Group has been
extending its product application portfolio to expand its revenue sources, and
also further strengthening its design engineering and marketing capabilities to
enhance the quality and speed of new product development to push business
growth.

PRODUCT SHIPMENT (BY BUSINESS UNIT)
EmfTEEFEEHER)
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1H 2014 1H 2013 Change
Units Shipped (million) fHEE(EEH) MakeE M3 ERE 25 2013
Mobile Display EZIEEUN 6.9 79 (13%) 14.2
Mobile System CLIES 32 58 (45%) 105
Advanced Display FHEET 28.9 *287 1% 575
Large Display RABER 53 54 (2%) 83
Total ot 43 48 (7%) 905

* Figure aligned based on the regrouping of product lines resulting from operational
restructuring
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The Mobile Display business unit provides LCD display driver ICs targeting
high volume, high value-added applications, in particular smartphones,
industrial and other portable applications.

During the period under review, the Group has made good progress in
the development of TFT LCD display driver ICs targeting FHD resolution
smartphones. These display driver ICs feature high flexibility to support
FHD resolution panels from different panel manufacturers, thereby
extending product reach to a wider customer base. The Group has also been
collaborating with top-tier customers to develop display driver ICs for in-cell
touch panels.

In addition to smartphones, the Group has also scored design-wins for other
popular applications, including automotive, printers, GPS, etc., strengthening
the product portfolio of the business unit.

The unit shipments of Mobile Display products during the period under review
were approximately 6.9 million units (1H 2013: 7.9 million units), declining
by around 13% year-on-year. This was mainly attributed to a change in the
business plans of a key customer causing a reduction in the shipment of one
of the key products. The Group is planning to launch more new products and
new technologies to capture the expanding market, and to also extend further
the targeted product applications to create more revenue sources.

The Mobile System business unit delivers a wide range of products, including
MIPI high speed display interface controller ICs, capacitive touch panel
controller ICs, graphic display controller ICs and multimedia processors,
targeting system customers for applications spanning smartphones, tablets,
projectors, automotive DVRs, IP cameras, etc.

During the period under review, the Group's capacitive touch panel controller
IC business has been slow. Facing increasingly intense competition and price
erosion, the Group has made investments to further enhance product features
and performance, and bolster the capability of its design engineering and
marketing teams. The Group believes that these efforts can boost business
growth and most importantly, speed up the development and launch of new
technologies and higher value-added solutions. These solutions include RPC
Full-ITO sensor design, noise robust single layer multi-touch techniques, fast
wake-up gesture features, on-cell touch solutions and dual-touch applications,
and are intended to set itself apart from competition and capture the growing
market.
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In addition to smartphones, the Group has started to penetrate into other
portable applications, such as smart watches and other wearable devices, in
view of their strong potential. During the period under review, the Group's
MIPI high speed display interface controller ICs have scored design-wins
for a number of smart watches, laying the foundation for future growth. The
Group has also continued to develop new display interface controller ICs,
including one for extremely high resolution display of WQXGA panels. This
innovative solution is currently undergoing evaluation. In addition, the Group
has identified other industrial applications, one of which utilizes MIPI high
speed display interface controller ICs for high resolution display panel test
equipment.

In terms of graphic controllers, the Group has achieved design-wins for
applications including IP cameras, car DVRs, and also smartphones and tablets
for educational use targeting developing countries.

The total unit shipments of the Mobile System products decreased by
approximately 45% to 3.2 million units (TH 2013: 5.8 million units) during
the period, attributed to the slow development of the capacitive touch panel
controller business and also the reduction in market demand for MIPI high
speed display interface controller ICs for HD/FHD display. Nonetheless, with a
contribution from some new applications of MIPI high speed display interface
controller ICs with a high average selling price, the decrease in the total
revenue of the Mobile System unit was mitigated to around 14% year-on-
year.

The Advanced Display business unit includes OLED-Display and Lighting
products, as well Bistable Display product families which focus on module
makers of OLEDs and e-paper, respectively. In addition to standard ICs, the
Advanced Display business unit also provides custom IC design services to
meet the specific needs of customers.

During the period under review, the total unit shipments of Advanced Display
products increased slightly by 1% to 28.9 million units (1H 2013: 28.7 million
units). The rise was mainly attributed to an increase in demand for our AMEPD
(AM e-paper) driver ICs for ESL displays.

The Group’s AMEPD solutions won design-in projects for new ESL panel
sizes, while its segment type bistable display driver ICs garnered design-wins
for healthcare products and smart cards, further expanding the application
portfolio of this new technology.

For PMOLED display driver ICs, the Group has made good inroads into the
wearable health and fitness devices market by scoring design-wins with world
renowned brands. It has also captured design-wins for other applications,
such as gaming devices, industrial applications, water heaters and home
audio systems; as well as design-in projects for set-top boxes.
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Subsequent to the launch of the AMOLED display driver IC for the first gHD
panel in China, the Group has been collaborating with customers on the
development of HD resolution AMOLED display driver ICs.

The Group has also successfully produced an engineering sample IC for OLED
lighting.

The Large Display business unit focuses on providing large panel TFT display
driver ICs to address large display applications.

During the period under review, the total unit shipments of the Large Display
business unit decreased slightly by approximately 2% to 5.3 million units year-
on-year (1H 2013: 5.4 million units), but the revenue increased by around 7%,
attributed to our shift towards higher value-added products. The unit shipment
in the first quarter of the year was still under the impact of an inventory
adjustment in the market. However, starting from the second quarter, the
demand for TVs and monitors has been growing. The growth momentum was
driven partly by the rise in demand for our customer’s smart TV with advanced
functions, and partly by the growth of the TV market boosted by the FIFA
World Cup 2014.

Customer qualification for the Group's two sets of new large TFT driver ICs
has been completed. The TFT driver IC for 18.5" HD monitors has just started
mass production, while that for 21.5” FHD monitors is expected to start early
in the second half of the year.

The Group will continue to keep a close watch on the market and focus on
high-growth, high-volume smart applications. In addition to smartphones
which are expected to continue to be a key growth driver, wearable
electronics devices, in particular smart watches and health & fitness devices,
will likely become “the next big thing” in the consumer electronics market.
ESLs using e-paper technology are expected to sustain growth momentum.
The Group will continue its efforts to develop more innovative products and
expand our footprint in these target application segments to sustain growth.
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In the second half of the year, the Group targets to complete qualification and
start pilot production and shipment of its new TFT LCD display driver ICs for
FHD resolution panels. Mass production of a number of new capacitive touch
panel controller ICs will also begin.

In view of the growing popularity of integrating display driver ICs and touch
ICs using On-Cell and In-Cell technologies, the Group has planned to start
pilot production of its In-Cell touch display driver ICs by the end of 2014. It has
also been working on the development of On-Cell touch driver ICs. The Group
expects more design-wins can be scored with these new products.

The Group also targets to complete the evaluation of its AMOLED display
driver IC for high-definition resolution display for smartphones in 2014.

In addition, the Group expects that its new MIPI high speed display interface
controller IC for large-sized displays with WQXGA resolution will complete
qualification in the second half of the year, presenting another high value-
added application for this product category.

The growth momentum of TV and monitors started in the second quarter is
expected to continue in the third quarter of the year. The Group will continue
to boost business growth, increasing further its share of the LCD business of
its major customer.

The Group will strive to continue to score more design-wins to boost its
business in smart watches and health & fitness devices for its array of high
performance display solutions, including PMOLED display driver ICs, bistable
display driver ICs and LCD display driver ICs which provide an effective
interface for any basebands/MCU/BLE in the market; MIPI high speed display
interface controller ICs as interface bridges; as well as capacitive touch panel
controller ICs which offer multi-touch experience for users.

The Group will also continue to penetrate further into the ESL business
segment. The global ESL market has been witnessing increasing demand by
retail stores.

The Group has also been identifying opportunities to extend further the
applications of PMOLED display ICs to those featuring higher brightness and
DPI, such as set-top boxes and smartphone accessories.
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In terms of OLED lighting, upon the completion of the testing and evaluation
of its first engineering sample IC, the Group will enter into the second phase
of development to produce an IC with additional features, aiming for mass
production to capture early mover advantage, as OLED lighting panels are
expected to be launched into the market in 2015.

As part of the core strategy of building our strengths in the priority target of
product display applications, and paving the way for future growth, the Group
has focused on developing related new technologies and also enhancing the
features of existing products. During the period under review, the Group has
spent approximately US$7.5 million on R&D, representing about 58% of total
expenses and about 28% of sales.

Intellectual property for many solutions has been developed or under
development during the past six months aimed at low power, high resolution
smart device applications. These included FHD mobile display driver ICs, In-
Cell touch mobile display driver ICs and controller ICs for smartphones, HD
AMOLED driver ICs for smartphones and tablets, high brightness PMOLED
driver ICs, bistable segment driver ICs, ultra low-power AMEPD driver ICs,
OLED lighting driver ICs and P-CAP touch controller ICs for smartphones, an
eDP-to-MIPI bridge chip for tablet PCs, etc.

During the period under review, the Group has filed several patent applications
in different regions. The Group has been successfully granted two patents for
its driving method for display panels.

As at 30 June 2014, the Group had an R&D workforce of 190, representing
approximately 60% of our entire staff (excluding those of a manufacturing
subsidiary in China). The Group’s R&D teams possess domain expertise in
various areas, spanning from design of high-speed serial master bridges,
projected capacitance multi-touch controller ICs and OLED lighting driver
ICs, to display driver ICs for various panel technologies such as amorphous
silicon TFT, metal oxide TFT, LTPS, AMOLED, PMOLED, and AMEPD. This wide
array of critical knowhow enables fast fulfillment of customers” sophisticated
requirements. The Group has adopted wafer technologies as advanced
as bbnm high voltage process on 12" wafer to address the challenge of
increasingly higher resolution and lower power consumption in mobile
consumer end products.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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HUMAN RESOURCES

As at 30 June 2014, the Group had a total workforce of 379, of whom about
47% were based at the Hong Kong headquarters with the rest located in
China, Japan, Singapore, Taiwan and the USA.

As a technology company relying on intellectual excellence, we value highly
our workforce. To reward and retain talent, the Group offers competitive
remuneration to employees and constantly provides employees with training,
career development programs and a first-rate working environment to ensure
they enjoy and remain fulfilled working with the Group and contribute their
best efforts to the Group's success.

In addition to patent awards to encourage patent filing, new product
introduction bonuses and first sales incentives, which aim at driving the
success of new product development and new business, remained in place
and were paid to certain employees during the 1H of 2014.
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As at 30 June 2014, the interests and short positions of each Director and
the chief executive in the shares and underlying shares of the Company or
its associated corporations (within the meaning of the Securities and Futures
Ordinance), as recorded in the register required to be kept by the Company
under Section 352 of part XV of the SFO or as notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies were as follows:

Name of Directors Position
ExgR REHKR
Independent Non-executive Directors HILJF#{TE®

Sun, Patrick FEE Long # %
Choy Kwok Hung, Patrick BB Long 12 5
YiuTin Chong, Joseph SN Long 5
Non-executive Directors FUTER

Lai Weide FEEE Long #E£2
Li Xiaochun TR Long ## 2%
Zhao Guiwu HER Long 25
Executive Directors BITEER

Leung Kwong Wai REE Long 1 2
Lai Woon Ching by Long ## 5%
* These are share options granted under the Share Option Schemes (with more

details on page 21).

R4EEANA - FESRITHAHRALRA REEEEE
EEEZRIBE
SFOEXVHIE I FMEARBAGTENERAM L - BERE
TIRRERETESR HNRETAMNERD A KB TE

(&R EF LRGN 0010 RAAEKRN

SmRARIT

Ordinary shares of HK$0.10 each in the Company as at 30 June 2014
1201456 A 30 HF L F BEREE0.10 BT B

Share
Shares Options* Total
B R st
- 1,600,000 1,600,000
- 800,000 800,000
- 2,800,000 2,800,000
119,400,308 2,800,000 122,200,308
26,999,032 2,800,000 29,799,032

% of the issued
share capital
of the Company
EELF
BT
BEESL

0.06%
0.03%
0.11%

4.96%
1.21%

* FZEBREASREBRES S (FERFE N AR BE -
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Saved as disclosed above, at no time during the period had the Directors and
chief executive (including their spouse and children under 18 years of age)
any interests in, or been granted, or exercised, any rights to subscribe for
shares of the Company or its associated corporation required to be disclosed
pursuant to the SFO.

Mr. Choy Kwok Hung, Patrick (“Mr. Choy”), Independent Non-executive
Director and Mr. Lo Wai Ming (“Mr. Lo"), a member of senior management
of the Group, through investment vehicles under their control invested in BJ-
LED, an associated company of the Group. Mr. Choy and Mr. Lo declared
that their respective percentage ownership in BJ-LED was 15.3% and 11.5%
respectively as at 30 June 2014.

Saved as disclosed above, at no time during the period was the Company, its
subsidiaries or its associated corporation a party to any arrangement to enable
the Directors and chief executive of the Company (including their spouse
and children under 18 years of age) to hold any interests or short positions
in the shares or underlying shares in, or debentures of, the Company or its
associated corporation other than Dr. Leung Kwong Wai who holds shares
of certain subsidiaries solely for the purpose of ensuring that the relevant
subsidiaries have more than one member.
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The register of substantial shareholders required to be kept by the Company
under section 336 of Part XV of the SFO shows that as at 30 June 2014, the
Company had been notified of the following substantial shareholders” interests
in the shares of the Company, being interests of 5% or more of the Company’s
issued share capital. These interests are in addition to those disclosed above
in respect of the Directors and the chief executive of the Company.

RIBSFOEXVEEIBHAFENTIERRELLMAT - 1
014F6 AR ARRIDEME THIEBBRRNARFRL, F
RN (BNARRSETRAHA % IA LER) - ZF
BEREXBENARAEERRBTRABERNIE -

Ordinary shares of HK$0.10 each in the Company as at 30 June 2014
12014586 A 30 A 2 R B AR E(E 0.10 B TTHY A%

Name of shareholder Capacity

BRRER 5

Interest of controlled corporation
e NG 3

China Electronics Corporation

PRETEEEXEEARAA

Note:

The long position of 706,366,000 shares of the Company were held by Z=EE G R A 7]
("HDC"). China Electronics Corporation controlled the entire issued share capital of 47
BUE i 1 D422 @] (“CEC-IE"), which in turn held 100% interest in HDC, and as
such, CEC held the 706,366,000 shares of the Company held by HDC.

Saved as disclosed above, as at 30 June 2014, no other persons (other than
the Directors) were recorded in the register of the Company required to be
kept under Section 336 of the SFO as having interests or short positions in the
shares and underlying shares of the Company.

% of the issued
share capital of

Number of the Company
Position sharesheld  {5EATEHT
KR FrisR 13 8 B BFEAL
Long 706,366,000 28.69%
s
it

EEHBARIFHT636600RARA RN 2 #E - PHEFEEEESE
BERAREHFHEFELVARAZHERTRA - MPRETED
DANGABEESERARNI00%ES At - PEETEEEEEE
BRAFHEESHR D AIATHEE H)706,366,000 A2 R D 2 s o
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SHARE OPTION SCHEMES
B REsT 2

The Company adopted a share option scheme at the annual general meeting
held on 28 May 2013 (“2013 Share Option Scheme”) and at the same time
terminated the old share option scheme (“Old Scheme”) which would expire in
February 2014. Upon termination, no further options under the Old Scheme had
been offered but in all other respects the provision of the same shall remain
in force and the options granted prior to such termination shall continue to be
valid and exercisable in accordance with the same.

The terms of the 2013 Share Option Scheme are in accordance with the
provisions of the Chapter 17 of the Listing Rules on the Stock Exchange. The
2013 Share Option Scheme is valid and effective for a period of 10 years
commencing on 28 May 2013, being the date of adoption of such scheme by
the shareholders of the Company.

As at 30 June 2014, there are total 16,800,000 valid share options
outstanding, of which 10,400,000 share options are under the Old Scheme and
the other 6,400,000 are under the 2013 Share Option Scheme.

Movements in the number of share options outstanding under the two share
option schemes and their related exercise prices for the six months ended 30
June 2014 were as follows:

AARR013F5 A8 ARTHRREFAS D RN —BIET
B([203 B BERH 8 ) RABMBERN 2014 F2 ARMNRER
gt Bl ([E5t8l)) - Bt BRBERTRE-—SREZZBKR
1 EREEORN B it BB R - RIRRAESE
REZEE EHERENOBRESBEBRLATE

013 EMAE BN G RERB A ETRRISE 1T ENEX -
201388 AR =T 21 201345 A 28 B (BNA 1 FIRR R IR 40 3% B AR i
HEZB)RER  BHI0E

20146 A30H © A ££745 16,800,000 % B 2 i BB R S 1705
Hrh 10,400,000 i BB EB R E 5T E] - 556,400,000 R EEREBR
2013 B kAT 2l -

BZ2014F6A30 B L6 {8 A BN MBAREA 8 HATTERBRE
BENEHRABRMITEEHMT

Number of share options (in thousand units) Exercise period
BRERA (UFHH) fHEs
Held on Lapsed Granted  Exercised Heldon Exercise
1 January during during during 30 June price
014 theperiod  theperiod the period 014 HKS
Name of Directors ROUE il B Hm BonE R Grant Date Begins Ends
E5eh 1B1A%% E%H B Effff 6A0BHE & RHAK Ria -1
Independent Non-executive Directors
BUFHTES
Sun, Patrick 800 - - - 00 021% 28 September 2012 1 Qctober 2013 30 September 2015
FE MIEIABH WIENATH MHEIANA
800 - - - 800 03450 4 (ctober 2013 1 Qctober 2014 30 September 2016
DIFI0ALE DUENATA WEEIANA
1,600 - - - 1,600
Choy Kwok Hung, Patrick 800 - - (800) - 0% 28 September 2012 1 Qctober 2013 30 September 2015
B WEIANA ONENAIE WSFIANA
800 - - - 800 0340 4 (ctober 2013 1 Qctober 2014 30 September 2016
WI3ENALH WAENATH MEFIANE
1,600 - - (800) 800
Yiu Tin Chong, Joseph 1,200 - - - 12000 01634 30 September 2011 1 Qctober 2012 30 September 2014
JUSNS WEIANH W2ENATH MIFIANA
800 - - - 00 012% 28 September 2012 1 October 2013 30 September 2015
M2EIABH WIENATH MHEIANE
800 - - - 800 03450 4 (ctober 2013 1 Qctober 2014 30 September 2016
DIE0ALR DUENATA WEEIANA
2800 - - - 2800
Subtotal
it 6,000 - - (600) 5200
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Number of share options (in thousand units) Exercise period

RRERA (T i) fHEs
Held on Lapsed Granted ~ Exercised Heldon  Exercise
1 January during during during 30 June price
M4 theperiod  theperiod the period 014 HKS
Name of Directors ROUE B B Um o RonE fEE Grant Date Begins Ends
£ 40 1B1R%% RS Bt Bfff 6ANARE  #RL L it &%
Executive Directors
WTES
Leung Kwong Wai 1,200 - - - 1200 01634 30 September 2011 1 October 2012 30 September 2014
2EE WMEIANA N1ENAIR NUEIANA
800 - - - 80 02126 28 September 2012 1 Qctober 2013 30 September 2015
MFIABA WIENAIA WHEFIANA
800 - - - 800 03480 4 Qctober 2013 1 October 2014 30 September 2016
WMIENALE MAFNATE MEFIANE
2800 - - - 2800
Lai Woon Ching 1200 - - - 12000 01634 30 September 2011 1 October 2012 30 September 2014
REE MEIANE WENATR NUEIANA
800 - - - 80 022 28 September 2012 1 October 2013 30 September 2015
MEIARA WIF0A1A WEEIANA
800 - - - 800 03450 4 (ctober 2013 1 Qctober 2014 30 September 2016
ME0A4E WUENR1A WEFIANA
2,800 - - - 2,800
Subtotal
it 5500 - - - 5,400
Others
£t
Senior management & ohers 1200 - - - 12000 01634 30 September 2011 1 October 2012 30 September 2014
EOEEERAN WMIEIANE MENATE MFIANE
2400 - - - 2000 0126 28 September 2012 1 Qctober 2013 30 September 2015
WNFIABA NIBENAIA W5EIANA
2,400 - - - 2000 0.3450 4 (ctober 2013 1 Qctober 2014 30 September 2016
WENALE MAENATH MBEIANA
Subtotal
it 6,000 - - - 6,000
Total
#it 17600 - - (800) 16,800
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CORPORATE GOVERNANCE AND SUPPLEMENTARY INFORMATION

tERERAKMAEH

Compliance with Corporate Governance Code

The Board and the management of the Group are committed to achieving
and maintaining high standards of corporate governance, which the Group
considers as critical in safeguarding the integrity of its business operations
and maintaining investors’ trust in the Company.

The Company has complied with all the applicable Code Provisions in
the Corporate Governance Code as set out in Appendix 14 of the Listing
Rules throughout the six months ended 30 June 2014 except the following
deviations:

Pursuant to the Code Provision A.6.7, Independent Non-executive Directors
and Non-executive Directors should attend general meetings. Three Non-
executive Directors were unable to attend the annual general meeting of the
Company held on 27 May 2014 (“AGM") due to their business engagements.
All the four Independent Non-executive Directors and other Directors were
present and available to answer any questions from shareholders of the
Company.

Compliance with the Model Code for Securities
Transactions by Directors of Listed Issuers

The Company has its own written guidelines on securities transactions by
Directors and relevant employees on no less exacting terms than the required
standard set out in the Model Code contained in Appendix 10 of the Listing
Rules. Specific enquiry has been made to all Directors, and all Directors have
confirmed that they have been in compliance with such guidelines during the
six months ended 30 June 2014.

Other Changes about Directors

In accordance with Article 112 of the Company's Articles of Association,
the retiring Directors, namely Dr. Leung Kwong Wai and Mr. Yiu Tin Chong,
Joseph were successfully re-elected at the AGM held on 27 May 2014.

Dr. Lam Pak Lee (“Dr. Lam”) and Mr. Wong Yuet Leung, Frankie have retired
respectively as a Non-executive Director and an Independent Non-executive
Director at the conclusion of the AGM. Concurrent with the retirement of Dr.
Lam, Mr. Sheu Wei Fu has ceased to act as an Alternate Director to Dr. Lam.

Mr. Patrick Sun is an independent non-executive director of China CNR
Corporation Limited (SSE: 601299) which was listed in the Stock Exchange in
May 2014 (HKSE: 06199).

In June 2014, Mr. Patrick Sun ceased to be an independent non-executive
director of China Railway Group Limited (HKSE: 00390), a company listed in
Hong Kong.

Mr. Zhao Guiwu ceased to be a non-executive vice chairman of China
Electronics Corporation Holdings Company Limited (HKSE: 00085).
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Purchase, Sale or Redemption of the Company's Listed
Shares

There was no purchase, sale or redemption of the Company’s listed shares by
the Company or any of its subsidiaries during the period under review.

Review of Condensed Consolidated Interim Financial
Information

The Audit Committee is composed of three Independent Non-executive
Directors and one Non-executive Director. The unaudited condensed
consolidated interim financial information has been reviewed by the Audit
Committee of the Company alongside the internal audit team.

The unaudited condensed consolidated interim financial information has been
reviewed by the Company’s independent auditor, PricewaterhouseCoopers, in
accordance with Hong Kong Standard on Review Engagements 2410 “Review
of Interim Financial Information Performed by the Independent Auditor of the
Entity” issued by the Hong Kong Institute of Certified Public Accountants. The
auditor's independent review report is included in the Interim Report of the
Group.

Investor Relations and Communications

The Group recognizes the rights of the Company’s shareholders to know
more about its business and prospect, and therefore it has always taken
a proactive approach to communicate with the investment community, for
example, institutional investors, sell-side analysts and retail investors. In
the TH of 2014, the Group held meetings and conference calls with investors
and analysts. To enhance the Group's profile among the general public in
Hong Kong, interviews were conducted with local media, and group visits
to its principal office were arranged with local universities and technology
institutions. Stakeholders of the Company are recommended to visit the
Group's website (www.solomon-systech.com) from time to time, where up-to-

date information of the Group can be accessed.

Publication of Interim Results on the Stock Exchange’s
Website and the Company’s Website

All the interim financial and other related information of the Group required by
the Listing Rules has been published on the Stock Exchange's website (www.
hkex.com.hk) and the Company's website (www.solomon-systech.com) on 18
August 2014.
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DEFINITIONS AND GLOSSARY

AMEPD Active Matrix Electrophoretic Display

AMOLED Active Matrix Organic Light Emitting Diode

BJ-LED Beijing LED Energy Management Technology Co., Ltd.**(formerly known as Beijing LED Lighting Engineering Co., Ltd.), a company
incorporated in the PRC with limited liability

Board Board of Directors

CEC China Electronics Corporation, a state-owned information technology conglomerate under the administration of the central government of the
PRC, a substantial shareholder of the Company

China Mainland China

Code Provision(s) Code provision(s) in the Corporate Governance Code contained in Appendix 14 of the Listing Rules

Company Solomon Systech (International) Limited, a company incorporated in the Cayman Islands with limited liability, the shares of which are listed
on the Main Board of the Stock Exchange

Director(s) The director(s) of the Company

DVR Digital Video Recorder

ESL Electronic Shelf Label

FHD Full High Definition, a display resolution of 1920 X 1080 pixels

FVTPL Financial Assets/Liabilities at Fair Value Through Profit or Loss

GPS Global Positioning System

Group The Company and its subsidiaries

HD High Definition, a display resolution of 1280 X 720 pixels

HK/Hong Kong Hong Kong Special Administrative Region

HKAS Hong Kong Accounting Standards

HKFRS Hong Kong Financial Reporting Standards, or collectively for HKAS and Hong Kong Financial Reporting Standards

IC Integrated Circuit

IP Camera Internet Protocol Camera

LCD Liquid Crystal Display

Listing Rules The Rules Governing the Listing of Securities on the Stock Exchange

MIPI Mobile Industry Processor Interface

Model Code Model Code for Securities Transactions by Directors of Listed Issuers contained in Appendix 10 of the Listing Rules

OLED QOrganic Light Emitting Diode

PMOLED Passive Matrix Organic Light Emitting Diode

PRC The People’s Republic of China

gHD Quarter High Definition, a display resolution of 960 X 540 pixels

R&D Design, development and engineering

RPC Reduced Pin Count

S&D Selling and Distribution

SFO Securities and Futures Ordinance

TFT Thin Film Transistor

the Stock Exchange The Stock Exchange of Hong Kong Limited

Uss US dollars, the lawful currency of the USA

USA United States of America

WQXGA Wide Quad Extended Graphics Array, a display resolution of 2560 X 1600 pixels

* ¥

a4

for identification purpose only
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CORPORATE AND SHAREHOLDER INFORMATION

RERBEREFR

Financial Calendar
Financial Year End
31 December

Announcement of 2014 Interim Results
18 August 2014

Share Listing

Listing Venue and Date

Main Board of The Stock Exchange of Hong Kong Limited
8 April 2004

HKSE Stock Code
2878

Board Lot
2,000 shares

Trading Currency
HKD

Issued Shares
2,461,902,351 (as at 30 June 2014)

Principal Share Registrar and Transfer Agent
Royal Bank of Canada Trust Company (Cayman) Limited

4/F, Royal Bank House

24 Shedden Road, George Town

Grand Cayman KY1-1110

Cayman Islands

Hong Kong Branch Share Registrar
Tricor Investor Services Limited

Level 22, Hopewell Centre

183 Queen’s Road East

Hong Kong

Tel: (852) 2980 1333

Fax: (852) 2810 8185

Website: www.tricoris.com

Independent Auditor
PricewaterhouseCoopers

Solicitors
ReedSmith Richards Butler
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Board Members

Independent Non-executive Directors
Mr. Sun, Patrick (Chairman)

Mr. Choy Kwok Hung, Patrick

Mr. Yiu Tin Chong, Joseph

Non-executive Directors
Mr. Li Xiaochun

Mr. Lai Weide

Mr. Zhao Guiwu

Executive Directors
Dr. Leung Kwong Wai, JP (Managing Director)
Mr. Lai Woon Ching

Authorized Representatives
Dr. Leung Kwong Wai, JP
Mrs. Fung Lui Kit Har, Keziah

Company Secretary

Mrs. Fung Lui Kit Har, Keziah
FCMA, CGMA, FHKCPA, ACS, ACIS

Vice President, Finance

Investor Relations

Mr. Nelson Wong

Corporate Development Director
Email : /r@solomon-systech.com

Corporate Communications

Ms. Jessica Lee

Corporate Communications Manager

Tel: (852) 2207 1672

Fax: (852) 2207 1372

Email : communication@solomon-systech.com

Principal Office

6/F., No.3 Science Park East Avenue
Hong Kong Science Park

Shatin, New Territories

Hong Kong

Tel: (852) 2207 1111

Fax: (852) 2267 0800

Website

www.solomon-systech.com
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This 2014 Interim Report (bilingual version in English and Chinese) has been
posted on the Company's website at www.solomon-systech.com.

Shareholders who have chosen to receive the Company’s corporate
communications (including but not limited to annual reports, summary
financial reports (where applicable), interim reports, summary interim reports
(where applicable), notices of meeting, listing documents, circulars and proxy
forms) via the Company’s website and for any reason have difficulty in gaining
access to the Interim Report posted on the Company’s website will promptly
upon request be sent by post the Interim Report in printed form free of charge.

Shareholders may request for printed copy of the Interim Report or change
their choice of means of receipt of the Corporate Communications by
sending reasonable notice in writing to the Company’s branch share registrar
in Hong Kong, Tricor Investor Services Limited, at Level 22, Hopewell
Centre, 183 Queen’s Road East, Hong Kong or by sending an email to
solomon2878-ecom@hk.tricorglobal.com.
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Solomon Systech (International) Limited

6/F., No.3 Science Park East Avenue BEMADH

Hong Kong Science Park BEREE

Shatin, New Territories, Hong Kong RHE K B R 3562

Tel: (852) 2207 1111 Fax: (852) 2267 0800 E55 ¢ (852)2207 1111 {EE : (852) 2267 0800
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