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FINANCIAL HIGHLIGHTS
BHHE

Loss per share was 0.23 US cent (1.74 HK cents)
Book-to-bill ratio was 1.1 (1H 2016: 1.0)

FREE 502350l (1.7471)
STBHEEEAE11 (2016 FF 1 1.0)

RPIRHE 20176 EigE

Unaudited
RIBER
Six months ended 30 June
6H30H 61 A
2017 2016
USS$ million US$ million
EEEWS HEET
Sales SHER 38.6 32.9
Gross profit S 14.7 10.4
Gross margin (%) FEFE(%) 38.1 31.7
Net loss B8 EE 5.6 6.4
Loss per share (US cent) BhzEE W) 0.23 0.26
Book-to-bill ratio HET S 1.1 1.0
Unaudited Audited
RIBEX KEEENZ
30 June 31 December
6H30H 12A31H
2017 2016
US$ million US$ million
BEER BEET
Total assets BEE 116.5 115.6
Shareholders’ funds X 95.8 101.0
e Sales increased by about 18% to US$38.6 million HEEA418%E38.6HBET
e Gross profit increased by about 41% to US$14.7 million o EFAHM%EILATEEET
e Gross margin was 38.1% (1H 2016: 31.7%), up 6.4 o EFEFNCAEEDHE381% (2016 L+ -
percentage points 31.7%)
e Netloss was US$5.6 million (1H 2016: US$6.4 million) o BEFHEALAEBET(2016LFF 64BEE
JT)
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FINANCIAL HIGHLIGHTS (continued)
BB EE

Sales (US$ million) Gross Profit Margin (%) E/(L) BITDA (US$ million)
HWEHR 22 EFE %) NBFERBMEAE/ (BR) @20
38 2
38 37 1 \
36 0
1H2015 1H2016 1H2017
36 35 -1
34 -2
34 33 -3
32 4
32 31 -5
30 -6
30 29 -7
1H2015 1H2016 1H2017 1H2015 1H2016 1H2017
Note: 3T -
All the numbers presented in the charts are unaudited. BRI TR BETHRLEERX
Interim Dividend RIS

The Directors of Solomon Systech (International) Limited Solomon Systech (International) Limited &) & = /5% 3% T
resolved not to declare an interim dividend for the six months BIREE201796 A30H (618 A R HIRL S,
ended 30 June 2017.

Interim Results RRARE

The Directors announce the unaudited condensed consolidated RARMESZEM AR RENBAR (FHEIAEE])
interim results of the Company and its subsidiaries (collectively EZE2017F6A30H IF6E A MR EEZ LRGP IES
referred to as the “Group”) for the six months ended 30 BE L FERBNEREEHEH DT o

June 2017 together with the comparative figures for the

corresponding period as follows.

2 Solomon Systech (International) Limited  Interim Report 2017



CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT
Bme P HRER

For the six months ended 30 June 2017
2201746 A30A 1L61E A

Unaudited
RIBER
Six months ended 30 June
6H30H L6 A
2017 2016
Note US$'000 US$'000
i FEn FEr
Sales HERE 6 38,637 32,887
Cost of sales SHEMA 7 (23,926) (22,448)
Gross profit ES 14,711 10,439
Research and development costs W 5E & F 3R AR 7 (16,275) (9,618)
Selling and distribution expenses HE R X 7 (1,571) (1,733)
Administrative expenses TS 7 (6,004) (6,296)
Other income =Rl N 1,084 376
(8,055) (6,832)
Finance income — net BEWA -5 8 2,496 66
(5,559) (6,766)
Share of results of il N P
associated companies (62) (67)
Loss before income tax KFRTEE (5,621) (6,833)
Income tax credit SR E 9 14 451
Loss for the period HNEE (5,607) (6,382)
Loss for the period attributable to: HIMFEIGETE
— Equity holders of the Company YNl Ta3=Y=PN (5,577) (6,382)
- Non-controlling interests — JEPERRRE R (30) -
(5,607) (6,382)
Loss per share attributable to ARAERFAA
the equity holders of the Company: FEMR R BRLEE -
(expressed in US cent per share) (LAZENL - BREN) 10
- Basic —HK (0.23) (0.26)
— Diluted —#E (0.23) (0.26)

The notes on pages 8 to 33 form an integral part of this condensed consolidated interim financial information.

FBEIZR MM AR RERA P M B BRI -
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME
B P2 RRARE

For the six months ended 30 June 2017
HE201746A30H 1-6{E A

Unaudited
RBER
Six months ended 30 June
68300 LL6EA
2017 2016
US$'000 US$'000
TER FET
Loss for the period HREE (5,607) (6,382)
Other comprehensive income for the period: EFRNEMZEWA :
Item that may be reclassified to e EN BE
profit or loss 1BmErIEE
- Currency translation differences —HNEE IR R 138 7
Total comprehensive loss for the period BRNEHEEELT (5,469) (6,375)
Total comprehensive loss for the period BN ER 2 EEE
attributable to:
— Equity holders of the Company —ARRIERFEA (5,439) (6,375)
— Non-controlling interests —FEE AR R (30) -
(5,469) (6,375)

The notes on pages 8 to 33 form an integral part of this condensed consolidated interim financial information.

FOEIZEMME AR ERERA A E RO -
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CONDENSED CONSOLIDATED INTERIM BALANCE SHEET
MR APHEERRE

As at 30 June 2017

201746 A30H
Unaudited Audited
RICERZ '
30 June 31 December
M6A30AR R12A31H
2017 2016
Note US$'000 US$'000
BsE FEx FEL
ASSETS BE
Non-current assets FRBEE
Intangible assets EREE 16,850 16,740
Property, plant and equipment ¥ BENEE 3,998 3,223
Goodwvill FEES 12 2,317 -
Investments in associated companies  REHE A TIRIIRE 431 493
Available-for-sale financial assets AR ENKEE 2,206 2,206
Prepayments and deposits ﬁﬁmléﬁﬁi 13 337 661
Financial assets at fair value through BBBEURMATEEN
profit or loss MR EE 874 -
27,013 23,323
Current assets REBEE
Inventories FE 13,5633 13,053
Trade and other receivables FH&Z X N E At FEU TR 13 17,919 17,514
Financial assets at fair value through BIBEFTARMAFEER
profit or loss s EE 33,458 36,985
Pledged bank deposits BHEBORITER 130 130
Short-term fixed deposits HETE BT 4,299 727
Cash and cash equivalents B RBELSEY 20,111 23,830
89,450 92,239
Total assets wmEE 116,463 115,562
EQUITY i
Capital and reserves KD a)ER
attributable to the equity BB AENL
holders of the Company BEXRGFE
Share capital AR 14 31,939 31,926
Reserves i 63,853 69,073
Shareholders’ funds RS 95,792 100,999
Non-controlling interests FERER 717 -
Total equity WS 96,509 100,999
LIABILITIES =i
Non-current liabilities kRBER
Bank loan RITER 67 107
Deferred income tax liability EIEFTSHBE 392 -
459 107
Current liabilities RBAE
Trade and other payables JERT R R B b BT R 15 18,795 13,759
Bank loan RITER 263 86
Deferred income EEWA 348 522
Income tax FiSHT 89 89
19,495 14,456
Total liabilities HmeE 19,954 14,563
Total equity and liabilities EEREEAE 116,463 115,562

The notes on pages 8 to 33 form an integral part of this condensed consolidated interim financial information.

FOEBEMMEALERER

AR R AR RB (D ©

RPIRHE 20176 RS
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CONDENSED CONSOUDATED INTERIM STATEMENT OF CHANGES IN EQUITY
Feﬁ ;\\/T\ l:l:l fk)/\,%n,.%@]%

For the six months ended 30 June 2017

2201746 A30H 1L61E A
Unaudited
FEBY
Attributable to the equity holders of the Company
RLRREHEAEL
Equity Non-
Share Share Merger  Exchange compensation Other  Accumulated controlling Total
capital  premium reserve reserve reserve reserve losses Total interests equity
ke RftRE  AfRE  EXRE BREMBE  2bRE  Z2iEE gt FeRER fRs
US$'000 Uss'000 US§000 US$'000 US$'000 US$:000 US§000 US§:000 US$:000 Uss'000
T T i i T i i T T i
At 1 January 2016 R016%1 718 31926 83,400 2,082 419 17,246 20 (26,821) 108,482 - 108,482
Comprehensive income/(loss] ~ 2ERA/ (FE)
Loss for the period BhEE - - - - - - [6,382) (6,382) - (6.382)
Item that may be reclassified TREENIER
to profit or loss Bniag
- Currency translation —JEAEER - - - 7 - - - 7 - 7
differences
Total comprehensive 2EUA/ ()83t - - - 7 - - 6362 (637 - (6,375)
income/(loss)
Transactions with owners RER5
Equity compensation RAEREH - - - - 126 - - 126 - 126
Total transactions with owners ~ RER 543 - - - - 126 - - 126 - 126
At 30 June 2016 #201656A308 31,926 83,400 2,082 426 17312 20 33.203) 102,233 - 102,233
At 1 January 2017 201751 B1H 31,926 83,400 2,08 (212) 17,323 20 (33,750) 100,999 - 100,999
Comprehensive income/(loss) 24 /(E#)
Loss for he period BBl - - - - - - (6577 (B571) (30)  (560)
Item that may be reclassified TREENIER
to profit orloss Banag
~ Currency translation -hNEhEEE - - - 138 - - - 138 - 138
differences
Total comprehensive 2EUA/ (BB s - - 138 - - B 5A3) B0 (5469)
income/(loss)
Transactions with owners RER5
Equity compensation REEn M - - - - 191 - - 191 - 191
Exercise of share options BREEE 13 28 - - - - - 4 - I
Non-controling interests ERARELN - - - - - - - - 41 741
arising on business combination  FERRIERS
Total transactions with owners ~ RER 743 13 28 - - 191 - - 232 1] 979
At 30 June 2017 2017564308 31939 83428 2,082 (74) 17514 20 (39,327) 95,792 n 96,509

The notes on pages 8 to 33 form an integral part of this condensed consolidated interim financial information.

FBEIBAMMEAAREHLRA P HR I ERHOMER I
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CONDENSED CONSOLIDATED INTERIM CASH FLOW STATEMENT
MG T RRERER

For the six months ended 30 June 2017

2201746 A30A 1L61E A
Unaudited
RIBER
Six months ended 30 June
6H30H 61 A
2017 2016
US$'000 Us$'o00
FEx FET
Operating activities REEE
Cash used in operations KEFRRRE (1,076) (2,807)
Overseas income tax paid BIINTISHE (3) (1)
Interest paid on the bank loan BRRITESZFE (1) (2)
Net cash used in operating activities RETEFEANRSFE (1,080) (2,810)
Investing activities REEH
Purchases of property, plant and equipment BEEVE - BKELEE (1,167) (96)
Proceeds from disposal of property, HEWE  BE MR ENTE
plant and equipment 1 -
Acquisition of a subsidiary, BAMBRR - MEREAK
net of cash acquired Re (3,967) -
Decrease/(increase) in financial assets at fair FEiEEZRARMEA T EEL
value through profit or loss B EERD,/(42m) 5,381 (2,131)
(Increase)/decrease in short-term fixed REHETE EATE IR () R
deposits (3,572) 49
Interest received BEUF B 454 562
Dividend received B S 189 477
Net cash used in investing activities RETHEANESTHE (2,681) (1,139)
Financing activities MEEE
Repayment of bank loan BRRITER (36) (41)
Proceeds from exercise of share options BREEITFAER 41 -
Net cash generated from/(used in) REZHEL(HEHA)MW
financing activities BeFE 5 (41)
Net decrease in cash and cash equivalents & KEESEVRD (3,756) (3,990)
Cash and cash equivalents at 1 January MA1ENRERBREEEY 23,830 16,434
Exchange differences on cash and RekReEBYMELEE
cash equivalents 37 (11)
Cash and cash equivalents at 30 June RE6A30ANESRELEEY 20,111 12,433
Analysis of balances of cash and ReRBEEEEYZ
cash equivalents: RO
- Bank balances and cash -RITEHRERS 20,111 12,433

The notes on pages 8 to 33 form an integral part of this condensed consolidated interim financial information.
F8ZE3ZE MM ARRLEE T K ER R B ED ©
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General information

Solomon Systech (International) Limited and its
subsidiaries are fabless semiconductor companies
specializing in the design, development and sales of
proprietary display and touch integrated circuits products
and system solutions that enable a wide range of display
and touch applications for smartphones, tablets, TVs/
monitors, notebooks and other smart devices, including
wearables, healthcare devices, smart home devices, as
well as industrial appliances, etc.

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.O. Box 10008, Willow House,
Cricket Square, Grand Cayman, KY1-1001, 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 22 August 2017.

Basis of preparation

This condensed consolidated interim financial information
for the six months ended 30 June 2017 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 2016, which was prepared in accordance with
Hong Kong Financial Reporting Standards.

Solomon Systech (International) Limited  Interim Report 2017

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
M PRI AR

—REE

Solomon Systech (International) Limited & E B~
RARRERTERAR  FMERH  HERHEE
BEENERSBFEMRRAGERATR RS
FH - FREK  ER/BRE FLABEUR
HMBEER  DREUFHER  BERESRE -
BRRERE  UARIEARESERZNETR
BErER -

AARR2003F 1M A2 BREFASHS DA
(19615523 KA B FNEEHEHS
MR —BEREHER AR o AR B
= & #3031 A P.O. Box 10008, Willow House,
Cricket Square, Grand Cayman, KY1-1001, Cayman
Islands * T E & & B £ R I BT B R H
EBRBRRRABRIF6E -

RABIE2004F4B8HE  EEBHARINER
NEIEREM - BREBHNAIN - KEGHEE T EHE
EERHIUETTIER P BT -

AERGETRPBER HCEREREEZ I
7201798 722 BIERL £ T3S -

RREE

REBE 201796 A308 1-61E A 6 B4R A H
HBEMEREE B ERIFE 345 P I B
EIRE - REERGEE TR BEMERBRBES
B RE N RRNAAREZE2016F12831H1E
FEMNFR—PIBIE -



Accounting policies 3. ErBE

Except as described below, the accounting policies applied By EAN c BT R 2 @5t R EHE R 2016
are consistent with those of the annual consolidated F12ANBIUFE 2GR B®RE 5 LHHER
financial statements for the year ended 31 December ZEFREAMERERS -

2016, as described in those annual consolidated financial

statements.

Taxes on income in the interim periods are accrued using Este HIT SRR EEH2FEERFERN
the tax rate that would be applicable to expected total RMtE o

annual earnings.

(a) Amendments to standards effective in 2017 (a) #R2017F & Y& IE 2RI
The Group has adopted the following amendments AREFED M THR2017F1 A1 BEBHAN
to standards that have been issued and are effective EEBRFE D B MAERZEIEAER]

for the Group's financial year commencing on 1
January 2017:

HKAS 7 (Amendment) Statement of Cash Flows — Disclosure Initiative

BEAEGEAETRBE) Renek —BETE

HKAS 12 (Amendment) Recognition of Deferred Tax Assets for Unrealized Losses

FRGFEAF 125 (B1E) FHEBEB REEMEHEENER

HKFRS 12 (Amendment) Disclosure of Interest in Other Entities

EAPBRELME125R(BE) REMERBER 2R
The adoption of the above amendments to R ESMEE RIS A S E 2 SRt BRI &
standards did not result in substantial changes to ERWE - R EHREMABANEE LY
the accounting policies of the Group and had no BRI REMEREREATE -

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, BAEEME MR I AE IR AERE FTER
amendments to standards and interpretations to [BETERI RS ERER ¥R G ER RER
existing standards that are effective for the first HeHARERKENTE -

time for this interim period that could be expected
to have a material impact on the Group.

RPIRHE 20176 EigE 9



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)

L3

3.

10

Accounting policies (continued) 3.

New standards, amendments to standards (b)
and interpretations that are issued but

AR AR M)

Ny =i

BEER 2

effective for periods commencing after 1

January 2017

The following new standards, amendments to
standards and interpretations have been issued,
but not effective for the financial year beginning 1

RS B LR AT RA -

January 2017 and have not been early adopted by

the Group:

EBEGER2017F1A1HFERBEE
WEER - EIEERRRE

oI R - B EEANEEBERG - AR
20171 A1 BRI BREERRER - B

Effective for
annual periods

beginning on or after

BRI &H

FERAEN

HKAS 28 (Amendment) Investments in Associates and Joint Ventures 1 January 2018
BAENERIEWY(BT) EBENSERENRE 2018517418
HKFRS 1 (Amendment) First Time Adoption of HKFRS 1 January 2018
BRI BRERNE 1R (EE) B8 Ea sl 20181418
HKFRS 4 (Amendment) Applying HKFRS 9 Financial Instruments with HKFRS 4 Insurance Contracts 1 January 2018
BANBREENZR(BE) HU B BRE R BN RRARERE AN RERAZIR BT 2018F1A1H
HKFRS 2 (Amendment) Classification and Measurement of Share-based Payment Transactions 1 January 2018
BRI RS RNEIR(EE) ARG RERNRZ RS0 B R E 20181718
HKFRS 9 Financial Instruments 1 January 2018
BRNBREENESR $BIA 2018517418
HKFRS 10 and HKAS 28 (Amendment) ~ Sale or Contribution of Assets between an Investor and its Associate or Joint Venture To be determined
BRI BRERANZ10%R RELBHBRIRENE  BNEELERTE e

Fpgatel|E8% (L)

HKFRS 15
BBMEREERE155

HKFRS 16
BRNBREEAZ 165

HK (IFRIC) 22
B (AR HRERELS) 225

HK (IFRIC) 23
BR AR BASRELS) B3R

Revenue from Contracts with Customers

REERFATANZIAA

Leases
HE

Foreign Currency Transactions and Advance Consideration

HNERFTEN /BB

Uncertainty over Income Tax Treatments

FERI R S RMNRE

1 January 2018
2018F1A1H

1 January 2019
2019F 1418

1 January 2018
2018F1A1H

1 January 2019
2019F 1418

The Group has already commenced an assessment
of the impact of the above new standards,
amendments to standards and interpretations
but is not yet in a position to state whether these

RRABREATE -

new standards, amendments to standards and

interpretations would have a significant impact on

its results of operations and financial position.

Solomon Systech (International) Limited

Interim Report 2017
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4.

Financial risk management and financial
instruments

4.1

4.2

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 2016 year end. Compared to 2016
year end, there was no material change in the
contractual undiscounted cash flows for financial
liabilities.

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 2016.

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;

- 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);

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

4,

MERBEEREMTIA

4.1

4.2

MERRER
AEBRAEBAARZBETRN T KA
B misER(RENERBRIERLRR)
FERE RBESRBANBEERERAF
BFERR - B2016FKE W - FERRE
BHE FMNE o H2016FERLE  BIA
BEZEANERBBNRERERIBEAN
BG4

AEREEH AN BER L RBEMBIE
RREZEMRRFENBRRVEZR
% UEEASEHZE2016F12A31HIEF
B2 iR E A — 050 -

AFEfk

AEENSRIAZ RAREER BRI
AFEHBLETHIAFEI BRI
RS

- FER-ERAEXAENERTS
HRECRERE)

- FEL-BREENE1VERNREN
ATER (AER)HEE (A hERITE)
BRIEESAEMNBALR

— EIER- R TRRNTSRENE
B A EOBAER IETHRDE
NER) o

SRR 2017F P RS 1



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION fcontnced)
MEER e T B E P e

4.

12

Financial risk management and financial 4.

instruments (continued)

4.2 Fair value estimation (continued)
The Group’s financial assets at fair value through
profit or loss were as follows:

4.2

MERBREEREMIA (2

[FEMGE(E)
AEEBBESARRATEBEZHMBEE
JIET -

Unaudited Audited
REEG 37
30 June 2017 31 December 2016
2017%6A30A 2016124318
Level 1 Level 3 Total Level 1 Level 3 Total
F-BR F=Ef @ F-BR EZER ECh
US$'000  US$'000  US$'000  US$'000  US$000  US$000
TEn TR T£n TEn TEL TEL
Unlisted Al
Call option over FERER
non-controlling interests R - 874 874 - - -
Marketable bonds TEEES 15,233 - 15,233 18,884 - 18,884
Marketable funds TEEES 11,824 - 11,824 11,311 - 11,311
Listed kW
Equity securities RE 6,341 - 6,341 6,736 - 6,736
Fund 2y 60 - 60 b4 - B4
33,458 874 34,332 36,985 - 36,985

There were no transfers between levels during the
Track Record Period.

4.3 Valuation techniques for deriving Level 1
fair values

The fair value of financial instruments traded in
active markets is based on quoted market prices
at the balance sheet date. A market is regarded
as active if quoted prices are readily and regularly
available from an exchange, dealer, broker, industry
group, pricing service, or regulatory agency, and
those prices represent actual and regularly occurring
market transactions on an arm’s length basis. The
quoted market price used for financial assets held by
the group is the current bid price. These instruments
are included in level 1.

Solomon Systech (International) Limited  Interim Report 2017

4.3

FEMNRERBRZENER -

ERARE—BRLFEOMEESE
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4.

Financial risk management and financial
instruments (continued)

4.4 Fair value measurements using significant
unobservable inputs (Level 3)
The following table presents the changes in level 3
instruments for the six months ended 30 June 2017.

MERBREEREMIA (2

44 FHEXATHRGABBHEATE
(B=E®)

TREVNEZ2017F6A30HIL6EAFE =
RIAMES -

Unaudited
RBER

Call option over
non-controlling

interests

IR SRR

US$'000

FER

Opening balance at 1 January 2017 R201791 A1 B EATI 44 =

Acquisition of Sentron, Inc. (Note 12) IzB&Sentron, Inc.(Fi7E12) 874

Closing balance at 30 June 2017 7201746 A30H M ERR &84 874

Total unrealised gains or losses for the period 5 AR HARFris & E A E -
included in profit or loss for assets held HAN AR BRI sk 1R 85

at the end of the reporting period

SR 2017ERHRE 13



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION fcontnced)
MEER e T B E P e

4.

14

Financial risk management and financial 4.
instruments (continued)

4.4 Fair value measurements using significant

unobservable inputs (Level 3) (continued)
As described, the fair values of financial assets that
are classified in level 3 of the fair value hierarchy
are determined using valuation techniques that

make use of significant inputs that are not based
on observable market data. These fair values could
be sensitive to changes in the assumptions used

to derive the inputs. The table below illustrates the

sensitivity of the significant inputs when they are

changed to reasonably possible alternative inputs:

BrE-
&
gy? .u«z*z
BRE

/'\ﬂ- %//:\\

MERBREEREMIA (2

4.4 ﬂﬁik*?ﬁﬁ#lﬁﬁds"¢ﬁ
(B=B#R) (&
HanpridE
MEMEEATEBAEDRERLIFRETE
RMBHERSHEABARBOGBER X
ZERTEEYRANSHEAREN
BRAGRME - TRHPEABA
B8 T B ) A 88 A BUR B £

FEERMNIE=ER

Fair value

as at 30 June Relationship of

2017 unobservable

R20175 Range of inputs to

64308/ Unobservable unobservable fair value

NEEE Valuation inputs inputs RAE=

Description US$000  technique IR 2 IR 2o [IPN &
i TERn HER* WARE ®BAREEE DT EENEEF
Financial assets 874  Monte Carlo Volatility 45%-60% The higher the
at fair value through Method KR volatility, the higher
profit or loss SRR the fair value

— Call option over BEE S AT A
non-controlling NEEERS

interests
BREHARBATE Risk-free 1.5%-1.9% The higher the
BEMNIKEE interest rate risk-free interest rate,
- #T PR g Il P the higher the
R fair value
ERENEDS

NTEERS

Price to
sales ratio
[REES

0.9-1.2

The higher the price
to sales ratio,
the higher the

fair value
mED
if‘@’ﬁ?‘%‘

Solomon Systech (International) Limited

Interim Report 2017



4. Financial risk management and financial
instruments (continued)

4.5

4.6

Valuation process

The Group adopted the fair values of the financial
instruments other than call option over non-
controlling interests provided by reputable financial
institutions which are using advanced financial
valuation technique.

The Group's call option over non-controlling
interests was valued at 30 June 2017 by an
independent, professionally qualified valuer. The
Group’s finance department includes a team that
review the valuations performed by the independent
valuer for financial reporting purposes. Discussions
of valuation processes and results are held between
the Vice President, Finance, audit committee, the
valuation team and independent valuer at least once
every six months, in line with the Group's interim
and annual reporting dates.

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 loan

- Other current liabilities

4. HMERRETEREMIR S

45

4.6

EHEF

BRTFERESRBENAFE  ARER
MEMEERENECAERBNSRBER
TRTAREMNATE

SR B O FEAR PR e W A Y 2017476 3 30
Am—fUBIERAEREEMETEE -
REBNPBEHREE - BERABUAE
AATETTHEETER - NEIMBREE
W BlAE-3%  BRZEE  HERK
FBAULEMESS6EARMGERERER
ETHF R BARENFHRFERS
AE—% -

PEPTEE 1T 1 331 E2N
FiH

UTHBEERABRN AT EREREER
i

- R E M RN

- BERNRTER  BEEHER R

TRREEED

- EARREMENK
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION fcontnced)
MEER e T B E P e

16

Critical accounting estimates and
judgements

The preparation of condensed consolidated interim
financial information requires the 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 the
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 2016, except
as described below.

Acquisition accounting

Accounting for acquisition require the Group to allocate
the cost of acquisition to specific assets acquired and
liabilities assumed based on their estimated fair values
at the date of acquisition. The Group has undertaken
processes to identify all assets and liabilities acquired,
including acquired intangible assets. Judgements made in
identifying all acquired assets, determining the estimated
fair value assigned to each class of assets acquired
and liabilities assumed, as well as asset’s useful lives,
could materially impact the calculation of goodwill and
amortisation charges in subsequent periods. Estimated
fair values are based on information available near the
acquisition date and on expectations and assumptions
that have been deemed reasonable by management.
Determining the estimated useful lives of intangible assets
acquired also requires judgement.

Solomon Systech (International) Limited  Interim Report 2017

5.
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REBREATHRBTENTREEZEERHE -
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5 EEEREHERAREN S BORIELME
ZHERERTRENGEERNRRERRAHE
2016F 12 A31 B ILFERMEGRA I BHRE 5 -

BEEEE

BB eTEERTAREREWEBNE AT
BEIEKBRAZEMRBEEEERMAER
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Segment information

The Group has principally engaged in the design,
development and sales of proprietary IC products and
system solutions that enable a wide range of display and
touch applications for smartphones, tablets, TVs/monitors,
notebooks and other smart devices, including wearables,
healthcare devices, smart home devices, as well as
industrial appliances.

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 Chief Executive Officer. 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.

(a) Sales
Sales amounted to US$38,637,000 and US$32,887,000
for the six months ended 30 June 2017 and 2016
respectively.

SEHEH

AEEETBRERT  FHE - HEFBICEMRR
BEBRTER  REEZEANEETH  FRER -
B/ BN FRAEHAREMERER B
RBAFHER  BRERERE  BREXERE
RIERARBEERZNBTREERER -

DEMEE - BIRRE - RER

7
FRRFER -

REE-—BEHE—ZE
HEEBICERNMRSS

AEEEREERRERARETHARERET
HRMITEENSREERE - ATESNRREEE
BRAREBRNBREATEREERDEER - B2
BENZEHRERELENDERE -

(a) SRE#
EE2017F %201656 530H (618 A - $4&
%8 51 /538,637,000% 7T %32,887,0003 7T °
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION contnced
Ml P BRI E e

6. Segment information (continued) 6. #WBEHE
(a) Sales (continued) (a) SAEEEA(%®)
The Company is domiciled in Hong Kong. The Group KRB EHARES - AEEFERE
mainly operates in Hong Kong. During the period BREHER - REESAN  AEECER
under review, the Group’s products were mainly FTEREFUNES 88 GBELTEM
sold to customers located in Hong Kong, Taiwan, 2E o

Korea and China.

Unaudited
RBERZ
Six months ended 30 June
6H30H 618 A
2017 2016
US$'000 US$'000
FERT TER
Hong Kong BB 10,517 11,802
Taiwan =] 9,910 12,728
Korea B2 5,323 576
China h 4,515 4172
Europe B 3,271 1,693
Japan =FiN 2,837 1,079
South East Asia B 1,593 365
USA e 194 134
Others Hih 477 338
38,637 32,887
Sales are classified based on the places/countries in HERIREEMEME/BRDHE -
which customers are located.
(b) Total assets (b) HBEE
Unaudited Audited
REER REZ
30 June 31 December
6H30H 12A31H
2017 2016
US$000 US$'000
FEn FET
Hong Kong BH 79,146 84,589
China a8 20,399 18,462
Taiwan 8 8,536 6,656
Korea B2 6,253 859
UK TR 1,790 1,265
South East Asia B 131 3,604
Others Hib 208 127
116,463 115,562
Assets are listed based on where the assets are BERBEBAENMEMLTAYE - EMBEEAR
located. Others comprise Japan and the USA. EE ©
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6. Segment information (continued) 6. SBAEAHRE)

(c) Capital expenditures (c) BEFMAX
Unaudited
RBER
Six months ended 30 June
6H30H 61 A
2017 2016
US$°000 US$'000
TERn FET
Intangible assets BIEEE
Korea B2 1,896 -
1,896 -
Property, plant and equipment ¥ BERKRE
UK e 547 -
China e 330 56
Taiwan = 250 -
Korea FRE 29 -
Hong Kong BH 29 39
Others HAth 1 1
1,186 96
3,082 96
Capital expenditures are listed based on where the BRI RIRBEENITIEH T A, o

assets are located.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)

Ml P BRI E e

7. Expenses by nature 7.

Expenses included in cost of sales, research and
development costs, selling and distribution expenses and
administrative expenses are analyzed as follows:

BHESWHRX
BREHEKA - IRERFERRAN - HE LD #HH
XATB A AR AT -

Unaudited
RIBER
Six months ended 30 June
6H30H L-6{E A
2017 2016
US$'000 US$'000
FEx FEL
Cost of inventories sold ELFERAR 21,865 20,341
Product engineering costs ERIEKA 2,565 2,422
Provision for obsolete or slow moving B E T EEE
inventories 1,475 1,045
Amortization of intangible assets BB EE 1,786 7
Depreciation of owned property, BENE  BERREBORE
plant and equipment 510 414
Operating leases for land and buildings T REFHELHE 988 718
Employee benefit expenses EERMAX
(including Directors’ emoluments): (BRESHE) -
— Equity compensation — BR A 2 191 126
- Non-equity compensation — FERR A A R A 15,007 10,422
— Severance & long service expenses —EBHBLRPRES 67 1,421
Net exchange loss YFE B 1E 309 72
8. Finance income - net 8. KREAKA-BH
Unaudited
RICERZ
Six months ended 30 June
6H30H L6 A
2017 2016
US$'000 US$'000
FEn FET
Interest income FEMA 454 818
Dividend income B BURA 189 477
Gain/(loss) on disposal of FVTPL HEFVTPLE W / (B518) 461 (553)
Net unrealized gain/(loss) from FVTPL FVTPLARZ R A TS/ (B1E) 1,393 (675)
Interest expense of bank loan BITEFREZH (1) (2)
Others Hib - 1
2,496 66
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9. Income tax

Hong Kong income tax has been provided at the rate of

16.5% (2016: 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 2017

9. FifeRR

BEITSHERERE165%(2016:16.5% )51 E
MmaMNIEHRARBEREENEEMERRZER
BEFE - AEEREZE2017F %2016566 4308
LE6{E A E (SR ER SR M B EER BTG HR
e

and 2016.
Unaudited
RBER
Six months ended 30 June
6H30H L61EA
2017 2016
US$'000 US$'000
FEx FEr
Current income tax: INERERSRT
— Hong Kong — &8 - —
— Overseas — /g4 3 1
Write-back of income tax provision NEFEREN
in prior years PTiS T - (452)
Deferred income tax BEFTEH (17) -
Income tax credit SR E (14) (451)

10. Loss per share

(a) Basic loss per share

The basic loss per share is calculated based on the

Group's loss for the period attributable to the equity

holders of the Company and the weighted average
number of 2,477,597,379 (1H 2016: 2,477,102,351)
ordinary shares in issue during the period.

The Group’s loss for the period attributable to the
equity holders of the Company was US$5,577,000

(1H 2016: US$6,382,000).

10. BREE

(a) BEEFEBR
SRENBEEREARAINERISEAR
HAEEZEBRABANBEITEBBRM
¥ 15 202,477,597,379 f% (2016 £ £ & -
2,477,102,351 %)t o

RRBIHREEHEABNEEREE 2 BB
/35,577,000E 7T (2016 24 : 6,382,0003
JT) °
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION fcontnced)
MEER e T B E P e

10. Loss per share (continued)

22

(b)

10. BERER %)

Diluted loss per share (b) SEREISER

The diluted loss per share is calculated based on
the Group’s loss attributable to the equity holders of
the Company and the weighted average number of

BREEBEANREACFNESHEAR
EARECEERCHANMAREEEE
FENEERFLARRZ MEFHEBK

ordinary shares after adjusting for the effects of all HYEtE o

dilutive potential ordinary shares during the period.

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

IEFEERERBNERERTIHAT :

Number of shares

RHEE
Unaudited

RSB

Six months ended 30 June
6H30H L-6{E A

2017 2016

2,477,597,379 2,477,102,351

Weighted average number of Eﬁ‘ﬁbﬂﬁéii’;}
ordinary shares in issue R
Conversion of all dilutive R}ﬁ’ﬁﬁ*ﬁ_']%%’f*ﬁﬁjiﬁ 2]
share options outstanding® Eobipali-giedl
Adjusted weighted average number of FR{Est E &R S
ordinary shares for diluted loss EENAEE
per share calculation DIFE TS B R

2,477,597,379 2,477,102,351

0 As at 30 June 2017, there were 37,750,000 share 0
options outstanding 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 period
ended 30 June 2017.
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11.

12.

Dividend

No dividend for the year ended 31 December 2016 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 2017.

Business combinations

On 22 February 2017, the Group acquired 52% of the
issued shares and a call option to acquire the remaining
48% of the equity interests in Sentron, Inc., a company
that is a design and development house of ICs for display
applications, for a consideration of US$4,000,000. The
acquisition is expected to increase the Group’s market
share by product developments.

The goodwill of US$2,317,000 arises from a number
of factors, including expected synergies through
combining a highly skilled workforce, obtaining greater
production efficiencies through knowledge transfer, and
unrecognised assets such as the workforce. None of
the goodwill recognised is expected to be deductible for
income tax purposes.

11.

12.

B2

RRRWRBERIORTEZ2016F 124318 LF
EZRE - EFSAZTEREE2017F6A30
B 6 AR RS -

EBaH

201752 R22R - A& EAYEE4,000,000 7T
I8 7 Sentron, Inc. * —RBREAICH R K
B2 D BR B BT M52% K R A% HIHE LA Uk B
Sentron, Inc. 82 T 48% IR ANz o RIBMEETEEHIIN
BEMRAE  APAEERERTSNE

12,317,000 THEE I REZ AR X - B1EE
HESRIITA T BIEEENIRRNE  BRAHE
BRAEENE  URREHANEE - IAT -
WA R B B TR AER BB A -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION fcontnced)
MEER e T B E P e

12. Business combinations (continued)
The following table summarises the consideration paid for TR@4E T EWEE B4 Sentron, Inc.HITEE ~ BA

24

Sentron, Inc., and the amounts of the assets acquired and

12. ¥¥Babt=)

liabilities assumed recognised at the acquisition date.

HOB E I FERR

AENBEDE

Unaudited
RBER
22 February
2H22H
2017
Note USs$'000
{i}=3 TERn
Cash paid ReXf 4,000
Less: Fair value of call option over VA #T Prigss
non-controlling interests it a (874)
Total consideration HBIEE 3,126
Recognised amounts of identifiable assets R BYEE T HREEMN
acquired and liabilities assumed EERAE
- Intangible assets -BVEE 1,896
- Property, plant and equipment "% - BENHRE 19
— Cash and cash equivalents —-HeMREEEY 33
- Trade and other receivables — PR R B A Uk 264
— Inventories -F5 13
— Trade and other payables —FER S R E AR (86)
— Deferred income tax liabilities —BEFMEHAE (409)
- Bank loan —R1TER (174)
Total identifiable net assets AHRFEERE 1,556
Non-controlling interests IR b (747)
Goodwill EES 2,317
Total consideration HBIEE 3,126
Acquisition-related costs (included in HEEEER(EIIA
administrative expenses in the interim EHZE2017F6 8308 [HHR
condensed consolidated income statement ESRRAT A R ElIE R RINA)
for the period ended 30 June 2017) THER) 75
Net cash outflow on acquisition BAEBHSRLE
Cash paid BeXft 4,000
Less: Cash and cash equivalents acquired B BARSRREEEY (33)
3,967
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12. Business combinations (continued)

(a)

(b)

(c)

Call option over non-controlling interests
Pursuant to the share purchase agreement entered
into between the Group and the shareholders
of Sentron, Inc., the Group was granted a call
option to acquire part or all of the remaining 48%
equity interest in Sentron, Inc. The call option is
divided into four batches, each representing 12%
equity interests in Sentron, Inc. Each of the four
batches would become exercisable after the years
ending 31 December 2018, 2019, 2020 and 2021,
respectively. The exercise price of each batch would
be determined based on the performance targets
for the respective financial years and the total
consideration for the remaining 48% equity interests
is capped at US$4,000,000.

The fair value of the call option was determined by
using the Monte Carlo simulation model with the
following key assumptions:

12. ¥¥att®

(a)

FEIERRIE S R2 AR

18 4% ZX & [B B2 Sentron, Inc. IR 5] B9 BB IR
Wheg - A S BB R AR 2R LA Sentron,
Inc. 27 sk 2 2P 84 T 48% AR A MEES o LRk
HitE D A4 - &5 Sentron, Inc. IR HEZS
§12% o M#tR RS B 2 BIR & 22018
F 20195 + 20205 K 2021F12 A31HIESF
BB FITE - SBMITEEBRIEERY
BEENRRBEET « Mk T48% A
=R BETYEE LR A4,000,000% T ©

REHENAFEECARE RERHEN
BATERERREE

Unaudited
RBER
30 June

6H30H
2017

Risk-free interest rate
Volatility

Dividend yield i
Price to sales ratio
Expected option life (year)

|,
B IE
X s
M=
R ERFH(F)

A%

1.55%-1.85%
50%

0%

0.99

1.5-4.5

Non-controlling interests

The non-controlling interests were recognized at
their proportionate share of the recognised amounts
of identifiable net assets in Sentron, Inc.

Revenue and profit contribution

Sentron, Inc. contributed no revenues and net loss
of US$344,000 to the Group since acquisition date.
If the acquisition had occurred on 1 January 2017,
consolidated revenue and consolidated loss for the
six months ended 30 June 2017 would have been
nil and US$522,000 respectively.

(b)

(c)

JERERRIES
SEVR IR R E 7E Sentron, Inc. D REREY A 2%
RFEEPNL IR -

WA fFEEK

T AEBRMARE B ZEERMBAMN
B RVFEE344,000% 7T o INZIBWHEE AR
2017F 1818 HZ2017F6A308 L5
MEFRANEHFEEESNATELN
522,000% T °
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION fcontnced)
MEER e T B E P e

13. Trade and other receivables 13. BlHRHE R
Unaudited Audited
RIBERZ IRERZ
30 June 31 December
6H30H 12A31H
2017 2016
Note US$'000 US$'000
fisE FEx FET
Trade receivables i AlEN 13,366 13,171
Trade receivables from related parties B85 77 FE Uik 18 976 1,465
Trade receivables — net PR —F 5 14,342 14,636
Deposits, prepayments and HERBCINE 954
other receivables HAb R 3,466 2,595
Prepayments to related parties AR TR R 18 111 283
Trade and other receivables MR e E b FEUS R
— current portion — R 17,919 17,514
Prepayments and deposits IRV R
- non-current portion —JERH 337 661
18,256 18,175
As at 30 June 2017, the Group's trade receivables from R2017F6 8308 * AEBUERF ZEKZEEH
customers were mainly on credit terms of 30 to 90 days. TEA30Z90A8 < R EREREHEKFABER
The ageing analysis of trade receivables not impaired REHBRER DITANT -

based on overdue days is as follows:

Unaudited Audited
RISER REZ
30 June 31 December
6H30H 12A31H
2017 2016
US$000 US$'000
FTER FET
Current BNER 10,515 10,751
1-30 days 1-30H 2,791 3,592
31-60 days 31-60H 693 293
61-90 days 61-90H 343 -
3,827 3,885
14,342 14,636
As at 30 June 2017, trade receivables of US$3,827,000 (31 R201746A308 - BUMGFHEESNE &
December 2016: US$3,885,000) were considered past Hi 2 FEU R 53,827,000 7 (2016 F 12 A31H -
due if measured against the credit terms offered. All the 3,885,000% L) AL iR W v RERNEE
overdue sum was not impaired since most of the overdue BEWEZ - FTAR EZE BRI 2 B R VER
sum has been settled after the balance sheet date. R
As at 30 June 2017 and 31 December 2016, no trade F201746 308 %2016 124318 » 1R A B
receivables were impaired and provided for. FHOR B -
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14. Share capital

14. B#F

Unaudited
RIBERZ
Six months ended 30 June
6H308 LL61E A
2017 2016
Number Number
of shares US$'000 of shares US$'000
BB EE TEn BINEE T=r
Authorized: ETE
- Ordinary shares of HK$0.10 each —SREE0. 10T E®AE  5,000,000,000 64,433 5,000,000,000 64,433
Issued and fully paid: BETRAR
- At 1 January -™MA1E 2,477,102,351 31,926 2,477,102,351 31,926
- Exercise of share options — TR RE 1,000,000 13 - -
- At 30 June ~HR6A30H 2,478,102,351 31,939 2,477,102,351 31,926

RPIRHE 20176 EigE
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)

Ml P BRI E e

15. Trade and other payables 15. FEfHRR R H i 2 5k
Unaudited Audited
REER =X
30 June 31 December
6H30H 12A31H
2017 2016
Note US$'000 US$'000
Bz FTER FET
Trade payables FERTER 12,451 8,398
Other payables to related parties AR 7 A E TR 18 3 55
Accrued expenses and other payables [fEsTEIST & E #fE R 2k 6,341 5,306
18,795 13,759

As at 30 June 2017, the ageing analysis of trade payables

12017F6 308 « ERZ B EORIR DT

based on overdue days is as follows: U
Unaudited Audited
RIBERZ '
30 June 31 December
6A30H 12A31H
2017 2016
US$'000 US$'000
TER FET
Current BER 11,384 7,006
1-30 days 1—30H 509 1,096
31-60 days 31—60H 367 178
61-90 days 61—90H - 28
Over 90 days im0 H 191 90
12,451 8,398
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16. Equity compensation scheme

(a)

The Share Option Scheme

The Company adopted a share option scheme
("2013 Share Option Scheme”) at the annual
general meeting held on 28 May 2013.

As at 30 June 2017, there were in total
37,750,000 (44,050,000 as at 31 December
2016) valid share options outstanding.

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

16. BR&FEDMMEHE
(a) HRBRAEETE

AABIR2013F5 A28 H BT RBAFAS

B AR — BB 820130 AR 81 ) -

201796 4308 + A& ££4E37,750,000 (7
2016412 B318 : 44,050,000) B8 R B AL HE

RIEEATHE

BN BRERE SR ARITERRESE

MBS X HARTEENENT

follows:

Unaudited
REEY
Number of share options (in thousand units)
BRAYE (AT 3t)
Lapsed/
Exercise price Exercised forefeited

per share Held at during during Held at

HK$ 1 January 2017 the period the period 30 June 2017
Grant date BRTHEE R2017% Hn Hm ®2017% Expiry date
Rit A BT 1B1B8%5 BiTfE  CH/BE 6A30BKEA B#A
9 October 2014 0.3950 7,100 - - 7,100 29 September 2017
201410498 201759 H29H
0.3950 1,100 - - 1,100 28 September 2018
201859 A28H
30 March 2015 0.3090 350 - - 350 30 March 2018
201553 A30H 201853 A30H
0.3090 100 - - 100 29 March 2019
201963 429H
2 October 2015 0.3150 5,000 (1,000) - 4,000 28 September 2018
2015107 2H 201859 A28H
0.3150 1,000 - (300) 700 30 September 2019
20199 AH30H
11 January 2016 0.3690 2,500 - (2,500) - 29 March 2019
2016F1A11H 20193 H29H
0.3690 2,500 - (2,500) - 31 December 2019
201912 A31H
0.3690 2,500 - - 2,500 31 March 2020
20203A31H
0.3690 2,500 - - 2,500 31 December 2020
2020F12A31H
0.3690 2,500 - - 2,500 31 March 2021
2021463A31H
0.3690 2,500 - - 2,500 31 December 2021
20215124311
30 September 2016 0.3050 2,400 - - 2,400 30 September 2019
20169 430H 20199 A30H
0.3050 6,000 - - 6,000 31 March 2020
202063 A31H
0.3050 6,000 - - 6,000 31 March 2021
202153A31H

Total
o 44,050 (1,000) (5,300) 37,750
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION fcontnced)
MEER e T B E P e

16. Equity compensation scheme (continued)

30

(a)

The Share Option Scheme (continued)

The Company has been using the Black-Scholes
Valuation Model to value the share options granted.
There was no share option granted during the six
months ended 30 June 2017. The key parameters
used in the Model and the corresponding fair values
of the share options granted during the period
ended 30 June 2016 are listed below:

16. BRFERMMETR(2)

(a)

R ()

AR —HEREHBERETERAFED
RHAEERHE - REIE201786A30H LE/~{E
AR AR - MEZ=201656F6 A30H
HHREREERENATERERLERX
MEZLLZHEWT

2016

11 January

Date of grant i B E 18118

Number of share options granted ERLERESE 15,000,000
Total share option value BiEeE

- HK$'000 - FE&rT 1,809

- US$'000 equivalent - TEIEE 233

Share price at date of grant (HK$) B ARRE(ET) 0.325

Exercise price (HK$) TREOET) 0.369

Expected life of options (years) RERR YT EARR BA(4F) 2-5

Annualized volatility FEKE 54.2-59.7%

Risk free interest rate ERE R FIE 0.44%

Dividend payout rate PR -

The Black-Scholes Valuation Model is used to
estimate the fair values of European share options.
The fair values calculated are inherently subjective
and uncertain due to the assumptions made and
the limitations of the Model used. The value of a
share option varies with different variables of certain
subjective assumptions. Any change in variables so
adopted may materially affect the estimation of the
fair value of a share option.

The volatility measured at the standard deviation of
continuously compounded share returns is based on
statistical analysis of daily closing share prices over
the last two years.
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16. Equity compensation scheme (continued)

(b)

The Share Award

Based on the recommendation of the Remuneration
Committee of the Board, 2,212,000 ordinary shares
of the Company (“Awarded Shares”) have been
awarded conditionally to the Chief Executive Officer
(the “Beneficiary”) as a long-term incentive in
January 2017.

In the absence of an award share scheme and
trustee upon successful vesting of the Awarded
Shares, and subject to the Listing Rules, the
Beneficiary shall instruct an agent or a broker to
purchase the Awarded Shares directly from the
market, with the cash reserve made available by the

16. BRFERWMETR(2)

(b) BEIRMHEE
BEESSFHZESNEZE  ARFARN
20171 AR TBBE ([ A DI &R
2,212,000 2422 &) 69 F AR ([ AR AR 1)
tERR LR -

PRI B OB N 57 B 5 1 R 7 B 2R B =t )
BREFEANBERT - TR ERRUEFT
RBABESRIEARLLARRRRIRM
MRS FHBERTSERBERRRD -

Company.
Grant date BB
12 January 2017 2017F1 4128
Closing price of the shares of the Company on the date of grant KA RIRM T B HH L HE
HK$0.36 0.36/87T
Vesting condition and schedule BB IFHEEE IR

Subject to the annual results for the year ending 31 December

RIEEE2017F12A31BILFE R F£E -

2017, of which: Hep
— 1,106,000 shares will be vested after the close of — 1,106,000 & &7 201843 A30 A 1)
business on 30 March 2018 tote 1 BEHTEREE
- 1,106,000 shares will be vested after the close of —  1,106,0008 % &R 20184F 12 A31H
business on 31 December 2018 BEATERRER
Note 1: BzET -

Must be an active employee with the Group as at 31
December of the financial year of which the performance is
observed.

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

WAEBRRANNMRFEN12A31BNEAREE
MERIES -

AEECDEREBBVBME LSRR
K BB R SRR R B IR
ERRTFEAR -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION contnced
Ml P BRI E e

17. Commitments 17. %I
(a) Capital commitments (a) BEFEE
Capital expenditure contracted but not provided for REEACRATANERBENERRLZY
as at the balance sheet date is as follows: B
Unaudited Audited
RSB REZ
30 June 31 December
6H30H 12H31A
2017 2016
US$'000 US$'000
FER FET
Property, plant and equipment L ER NG 356 337
Aside from the aforesaid, there was no other B EBEREEN  EEMEREANRSE
material capital commitment or contingent liability. s ABE -
(b) Operating lease commitments — the Group (b) WEHRRAAE-FREHREEBA
as lessee
The future aggregate minimum lease payments RETARECEHE  AREEBERTE
under non-cancelable leases are as follows: HIET
Unaudited Audited
RSB BBz
30 June 31 December
6A30H 12H31H
2017 2016
US$'000 US$'000
FER FET
Not later than 1 year TBE—F 1,628 1,684
Later than 1 year and not later than HiR—F  ETEBRF
5 years 442 1,032
2,070 2,716
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18. Related party transactions 18. BBRAEXS

China Electronics Corporation, a state-owned information PREFREESERNTRIRABFNEENRESE
technology conglomerate under the administration TEERMNMEEE  BBEE2EWBRARELRYE
of the central government of the PRC, through its BEARNREALN285%RNARZEITRG - 1
wholly own subsidiary Huada Semiconductor Co. Ltd., ARBZEERR - REBHECECH B R AIRA
owns approximately 28.5% of the issued shares of BMEANSEREB TS -

the Company 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 LTS E@EHEZXS :
parties:
Unaudited
RISER
Six months ended 30 June
6H30H L6 A
2017 2016
US$'000 US$'000
FEn FEr
Sales: HERE -
Subsidiaries of CEC CECHIKt B AT 3,507 1,184
Purchases: e
Subsidiaries of CEC CECHMfi /& A 7] 164 169
Period-end balances arising from sales/purchases: RS REBROHRIRE
Unaudited Audited
RBER EIZ
30 June 31 December
6H30H 12A31H
2017 2016
Note US$'000 US$'000
fisE FEn FET
Trade receivables: FEMK -
Subsidiaries of CEC CECHIMIB A A 13 976 1,465
Prepayments: AR
Subsidiaries of CEC CECHIFTB AR 13 111 283
Other payable: HAbpefIsr :
Subsidiaries of CEC CECHYM B A 7] 15 3 55
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION
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TO THE BOARD OF DIRECTORS OF SOLOMON SYSTECH (INTERNATIONAL) LIMITED
(incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the interim financial information set out on pages 3 to 33, which comprises the condensed consolidated
interim balance sheet of Solomon Systech (International) Limited (the “Company”) and its subsidiaries (together, the “Group”)
as at 30 June 2017 and the related condensed consolidated interim 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.

Scope of Review

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.

Conclusion

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, 22 August 2017

PricewaterhouseCoopers, 22/F, Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com

34 Solomon Systech (International) Limited  Interim Report 2017



PR R RS

i
pwc R ok

BSOLOMON SYSTECH (INTERNATIONAL) LIMITEDES= &
(MASHSEMRLOBRAF)

5l
AIZEED (AT S Fff ) BB SN E3EIBE M T ER - 1 rh B8 18 $ESolomon Systech (International) Limited ([ &
AR REFAR(ARIEEE)RN2017F6 A0AMERGA T HEEBBRAHEZ A L6 A SBHNEBERGEhHERE - 4
BEREPHEERARE - BHRGATHEREZDEANERGATHASRER  URETEZSHECRHEME M TRE - BEHER
SHERARESR EMRARE - PP BERRENRENERE U LRANERBEUARB B SRS BMNEESTERNE
AR E KRS o BEARNESAABRREBESG LB FHUERSE IRERIIHZETHITHEN - FANETRRIE
RPN EREZSP O BEMEL &R - WERBEAMBENEBOTERM BTERZR)RERMNESR - Rt 2IMRER]
BEMBK - ROTSRARENAD AT AEMALTE EAEERET -

i

N

EHREE

BB REBESHMAGRMANTEEMNENFE 24105 A EBOBUZBERNTHBHEENFH ETEMN - FRPRUBER
BRIZNEEVBENEFEBOABELER  REASTENEMENER - RENEEERRERERTENETEZNEER
N AL RAAGRER PR AT EEZT AR RERNAEEARSR - it - RATERRERER -

fa
RREFIOERN  RALEZREAER  SRABEFRMBENEREATEAREREDT G EFEARPHUHRS R

BRORBKESHAEHM
HEBED

&7 201798 A22H

FEI KA G G F BT B PIRKFRE A
ML : 1852 2289 8888 » fHIL : +852 2810 9888 » www.pwchk.com

RPIRHE 20176 EigE 35



MANAGEMENT DISCUSSION AND ANALYSIS
EREN B RA

FINANCIAL REVIEW

Results

During the period under review, the Group achieved a
satisfactory growth rate of 18% in revenue to US$38.6 million
(TH 2016: US$32.9 million), mainly due to new business
operations and an increase in the general average selling price
of the Group’s products. The overall book-to-bill ratio of the
Group for the period in 2017 was 1.1 (1H 2016: 1.0).

With these favorable factors, there was a big increment in
both gross profit (US$14.7 million) and gross margin (38.1%)
recorded in the six months ended 30 June 2017 (1H 2016:
US$10.4 million and 31.7% respectively).

Both S&D expenses (US$1.6 million) and administrative
expenses (US$6.0 million) were maintained at a comfortable
level and recorded a slight drop from the corresponding period
in 2016.

Being a technology company, the Group is committed to
investing in product R&D and business development. Although
the Group remained selective in its product R&D spending,
because of the new business operations and products, its
R&D costs during the period under review surged to US$16.3
million (mainly staff costs and amortization of intangible assets),
compared to US$9.6 million in the same period last year,
representing an approximately 69% jump.

For the six months ended 30 June 2017, a net finance income
(US$2.5 million) was derived from the various investment
portfolios of the Group, comprising bank interests, dividends
from securities, disposal gains on FVTPL investments and mark-
to-market gain on financial assets, in contrast to a breakeven
position in the first half year period in 2016 (1H 2016: US$0.1
million).

As a result of the aforesaid elements, the Group has reported a
net loss attributable to the Company’s equity holders of US$5.6
million (1TH 2016: US$6.4 million). The Board resolved not to
declare an interim dividend for the six months ended 30 June
2017.
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Liquidity and financial resources

The Group has invested in financial assets as part of its treasury
management for interest and dividend income. During the
period under review, the Group recorded an interest and
dividend income of US$0.6 million (1H 2016: US$1.3 million)

Given the fair market sentiment, a gain on disposal of certain
financial assets of US$0.5 million (1H 2016: loss of US$0.6
million) was registered.

The Group's financial assets at fair value through profit or loss
(“FVTPL Portfolio”) is stated at fair value. FVTPL Portfolio
traded in active markets is based on quoted market prices
at the reporting date. The FVTPL Portfolio at balance sheet
date was pursuant to the mark-to-market prices as at 30 June
2017 and a net unrealized gain of US$1.4 million (1H 2016: net
unrealized loss of US$0.7 million) was recorded, resulted mainly
from the fair value gain of equity securities.

As a result, the Group recorded a satisfactory net finance
income of US$2.5 million (1TH 2016: US$0.1 million) from
treasury investment.

The Group has an internal treasury review team (the “Team”)
to execute treasury management policy, review the overall
investment portfolio and monitor the performance on a regular
basis to increase the yield of cash reserves. The Team conducts
regular review meetings or teleconferences with individual
external portfolio managers and holds internal review meetings
to evaluate and monitor the investment performance. The
majority of the FVTPL were under external professional portfolio
management as at 30 June 2017. These FVTPLs comprised
mainly marketable bonds, mutual funds, exchange traded funds
and listed equity securities held through reputable financial
institutions including Citibank, Goldman Sachs, UBS and Hang
Seng Bank. As at 31 July 2017, being the latest practicable date
prior to the printing of the Interim Report, the carrying value
of the FVTPL under current assets was further appreciated by
approximately 2% from that on the balance sheet date.

Total cash and cash equivalents and bank deposits of the
Group were US$24.5 million as at 30 June 2017, a slight
reduction of US$0.2 million, compared to US$24.7 million as
at 31 December 2016. Cash and cash equivalents and bank
deposits of the Group were mainly denominated in US dollar
and Renminbi.
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MANAGEMENT DISCUSSION AND ANALYSIS feontinued
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The Group will continue to allocate funds for product
development, securing production capacity, broadening its
customer base and capture market and sales opportunities,
entering into strategic corporate ventures and meeting general
corporate operational purposes. The Group will also continue to
execute its treasury management policy to enhance the yield
of cash reserves during the period of low interest return. As at
30 June 2017, the Group had no major borrowing other than
the US$0.1 million in a mortgage loan, which was denominated
in New Taiwan dollars for the finance of an office property in
Hsinchu, Taiwan and the revolving bank credit lines of a Korean
subsidiary for working capital financing amounting to US$0.2
million denominated in Korean Won. 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 had not used any derivative
instruments to hedge against foreign currency exposure
in operation as the Board considered this exposure to be
insignificant. However, necessary hedging against foreign
currency exposure in Euro was arranged by the external
professional portfolio managers for the FVTPL Portfolio in
Europe.

Capital expenditure and contingent liabilities

In TH 2017, capital expenditure of the Group was US$3 million
(TH 2016: US$0.1 million), of which the majority was related
to the equipment purchased and patents acquired in business
combination.

As at 30 June 2017, there was US$0.4 million capital
expenditure contracted but not provided for (31 December

2016: US$0.3 million).

Aside from the aforesaid, the Group had no other material
capital commitment or contingent liability.
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BUSINESS REVIEW AND OUTLOOK

BUSINESS REVIEW

During the first half of 2017, the Group recorded an increase
in revenue of around 18% year-on-year to US$38.6 million,
mainly attributable to the strategies adopted in 2016 which
enhanced business growth and development. These strategies
included the restructuring of the Group's core business
operations to streamline and optimize resources, and to focus
on products with a higher long-term value; the purchase of the
market-leading maXTouch® touchscreen technology assets
and products from Microchip to strengthen technology and
product portfolios; and also achieve synergistic effects with
the Group's current technologies, including In-Cell Touch and
Display Driver Integration (TDDI); and the establishment of the
new technology center in the UK to reinforce technological
capabilities and enhance new product development. Successful
execution of these strategies has laid a strong groundwork for
growth amidst the challenging market and competitive industry
environment.

During the period under review, the Group has launched a total
of 8 new products, and set up new technology centers in Korea
and Taiwan, in addition to the existing technology centers in
Hong Kong, Japan, Shenzhenand the UK. The Group has also
started preparations to establish the Nanjing Technology Center
(NJTC) in China scheduled to open in the second half of 2017.
The NJTC is intended to further enhance relationships with
key customers and business partners, and most importantly,
to drive business development in China, the Group’'s major
market. Despite the increase in R&D costs attributed to the
new business operations and for developing new products,
the Group is well equipped to capture the upcoming business
opportunities.
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MANAGEMENT DISCUSSION AND ANALYSIS feontinued
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The Group's sales by business unit during the period under
review were as follows:

EERAZEAEEORBETIADMHERENT

1H 2017 1H 2016 Change 2016 Full Year

Sales (US$ million) HEBR(EEER) 2017 L¥F 2016 L4 & 201624

Main Display IRETR 20.0 15.3 +31% 316

Advanced Display THEBR 18.6 17.6 +6% 36.8

Total R 38.6 32.9 +18% 68.4
Main display FRET

The Main Display Business Unit (“MDBU") provides In-Cell
TDDI IC, In-Cell, On-Cell and Out-Cell touchscreen controller
ICs, TFT LCD display driver ICs and MIPI bridge ICs targeting
smart mobile devices; as well as TFT LCD display driver ICs
for large-display products, including TVs, monitors, notebooks,
tablet PCs, etc.

During the period under review, the total sales of the MDBU
amounted to US$20.0 million (1H 2016: US$15.3 million), an
increase of approximately 31% year-on-year. This was mainly
attributed to the additional revenue contribution from the newly
purchased maXTouch® touchscreen controller ICs which
have garnered design wins and design-in projects with key
international brands.

The Group’s TDDI IC for FWVGA panels has continued
to generate revenue for the MDBU. The Group has been
developing new TDDI ICs with a view to capturing the growing
trend of bezel-less smartphones. The Group’s display driver IC
for HD IGZO panels has started pilot production.

The Group’s MIPI bridge ICs have captured design wins
including a leading international notebook brand. In terms of
large panel display driver ICs, the demand from the Group's
major customer has started to pick up slightly during the review
period.
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Advanced display

The Advanced Display Business Unit (“"ADBU") includes
PMOLED display and OLED lighting products, as well as
bistable products. In addition to standard ICs, the ADBU also
provides custom IC design services, including analog, mixed-
signal and high-voltage IC designs to cater to the specific needs
of customers.

The growth momentum of the Advanced Display business
during 2016 has carried forward to the period under review,
with the total sales increasing around 6% year-on-year to
US$18.6 million (TH 2016: US$17.6 million).

The Group’'s PMOLED display driver ICs continued to capture
the surging market of wearables, and garnered design-wins
with a number of world-renowned brands. The Group has
also achieved design-wins and engaged in design-in projects
for other applications, in particular set-top boxes, smart home
appliances and healthcare devices.

In terms of its bistable display business, the Group has
managed to enhance its relationship and has collaborated
closely with module manufacturers and independent design
houses helping to improve its business performance during the
review period. The Group has achieved design-wins for custom
ICs for ESLs, while extending applications to scoreboards and
logistics tags. The Group's segment-type EPD solutions have
also garnered design-in projects for keyboards.

OUTLOOK

The anticipated positive outlook for key application markets, in
particular wearables, ESLs, and smart handheld devices, should
provide good business opportunities for the Group's array of
new, high performance products.

In addition, as a result of the restructuring initiatives in 2016,
the Group foresees positive changes taking root in the second
half of 2017. Its international R&D team, comprising local
experts from regional technology centers, together with the
strengthened product and technology portfolios, forms a strong
backbone for driving technology innovation and new product
development to boost business growth. The favorable book-to-
bill ratio of 1.1 is also a positive indicator of future growth.
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Main display

In the immediate future, the Group plans to strive to achieve
more design wins with its maXTouch® touchscreen solutions
supporting AMOLED, In-Cell and also On-Cell display panels.
More panel makers are said to be focusing their efforts on
increasing supply capacity for curved and flexible AMOLED
displays. Many smartphone brands are also planning to apply
flexible AMOLED displays to their high-end product lines. The
Group is further enhancing its development of new touch
controller ICs supporting this advanced technology, which is
believed will define the next generation displays.

In terms of LCD panel technology, the Group has been actively
engaged in outreach to prospective customers, and aims to
start mass production of its TDDI IC for FHD panels in the
second half of 2017. Moreover, the Group has started to
develop other new TDDI ICs to cater to the industry trend of
high-end smartphones with a bezel-less frame and an 18:9
screen aspect ratio.

Ongoing market penetration of UHD LCD TVs will likely boost
the demand for display driver ICs for large, high resolution
displays, while the establishment of the Nanjing Technology
Center in the second half of 2017 is expected to strengthen the
Group’s R&D and supporting capability in China.

Advanced display

Underpinned by the expansion of the panel manufacturing
capacity alongside the strong momentum of the wearables
market, the Group's PMOLED display driver IC business is
expected to continue its growth trend into the second half
of 2017. The Group has also been developing new products
supporting higher resolution color displays, and has been
extending its reach to application markets with good prospects,
including smart home appliances and smart watches.

The ESL market continues to be a key target of the Group's
bistable display driver ICs, in particular the larger displays with
higher resolution; along with other new applications boosted by
the onset of the Internet of Things (loT) era.
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PRODUCT DEVELOPMENT

Product development has always been the cornerstone of the
Group's business. To differentiate itself from the competition
and pave the way for future growth, the Group has invested
heavily in R&D to develop new products and to enhance the
features of existing products. During the period under review,
the Group has invested approximately US$16.3 million on R&D,
representing about 68% of total expenses and 42% of sales.

HUMAN RESOURCES

As of 30 June 2017, the Group had a total workforce of 430
employees*. About 43% of the workforce were based at the
Hong Kong headquarters, with the rest located in China, Japan,
Korea, Taiwan and the UK.

* Data excludes the manufacturing subsidiary in China
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DIRECTORS' INTERESTS

=H= N/

EEER

As at 30 June 2017, 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 Issuers were

R201746A30R » REFRITREENART K EHEH
FE(EERBESRABGRO) MO AR P HEE
RMRIBSFORXVERE362FRE AR RIZAFEMN B A

fit £

P BARE EMETAESETEFR HNITETE

HEARR MBS AR AR INT -

as follows:
Ordinary shares in the Company as at 30 June 2017
#201756 A30 A A A AIMEER
Number of % of the issued
share share capital
Number of  options held® of the Company
Position shares held iR E Total (EARQFABET
BRR FisRHEE gEo @t b eNERg
Independent Non-executive BUFHTES
Directors
Leung Heung Ying PETA Long 25 - 1,600,000 1,600,000 0.06%
Sheu Wei Fu X Long #%5 - 2,400,000 2,400,000 0.10%
Yiu Tin Chong, Joseph SN Long #% 2,000,000 2,400,000 4,400,000 0.18%
Non-executive Directors FHTES
Li Rongxin TR Long #% - - - -
Li Jun Flg Long & - - - -
Zhao Guiwu HER Long %5 - - - -
Executive Directors YTES
Yeh Tsuei Chi 55 Long #% 2,212,00000 10,000,000 12,212,000 0.49%
Lo Wai Ming EZH Long #% 33,572,179 6,000,000 39,672,179 1.60%
Notes: BT -

(i)

(iii)

(iv)

44

Share options granted under the 2013 Share Option Scheme with
more details on pages 47 to 49.

Shares of the Company awarded to Dr. Yeh Tsuei Chi (“Dr. Yeh") on
12 January 2017 are subject to vesting conditions. The shares have
not vested as at 30 June 2017 and also the date of this interim report.

Share options of the Company granted to Dr. Yeh on 18 January 2016
are subject to vesting and accordingly are not exercisable as at 30
June 2017 and also the date of this interim report.

The shares and share options are subject to an acting-in-concert
agreement between Huada and Dr. Yeh. More details can be referred
to under the subject “Substantial Shareholders’ Interests” on page
46.
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Saved as disclosed above, at no time during the period, the
Directors and chief executive (including their spouse and
children under 18 years of age) had any interests in, or had
been granted, or exercised, any rights to subscribe for shares
of the Company and its associated corporation required to be
disclosed pursuant to the SFO.

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.

Saved as disclosed above, at no time during the period had
the Directors and chief executive of the Company (nor their
associates) 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.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS
TERR#ER

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 2017, 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 officer of the Company.

RIESFOEXVESEI6KR AT ENEERRELAMAT
201786 A30H - ARBIDEMNE T EERER

s (R AR R B B RAE A 5% L) -

ey rllaras
ZE

R A ORBEN AR RIES RITHRE R AN -

Ordinary shares in the Company as at 30 June 2017

R201756 308 & A DML ER

% of the issued

Number of share capital

Number of share of the Company
Name of shareholder Capacity Position shares held  options held Total {EAAREHRT
RRER &% BRI FsROBE FisEREHR st BREB
Huada Semiconductor Co., Ltd Beneficial owner Long #% 706,066,000 - 706,066,000 28.5%!i
EXFERERLA EREBA
China Electronics Corporation®! Interest of controlled Long #%5 706,066,000 - 706,066,000 28.5%
HEEFEEEEEE corporation

BRAFN gkl ol 3oy
Leung Kwong Wai Beneficial owner Long ## 122,200,308 1,600,000 123,800,308 5.0%
RER EaEEA
Notes: B

(i) CEC is a state-owned information technology conglomerate under the
administration of the central government of the People's Republic of
China. Huada is a wholly-owned subsidiary of CEC.

(ii) Subject to an acting-in-concert agreement between Huada and
Dr. Yeh as announced on 2 February 2016, Dr. Yeh is taken to be
interested in 12,212,000 shares/share options of the Company
(within the meaning of Part XV of the SFO), being interests under the
share awards and share options granted to him, and they represent
approximately 0.5% of the issued share capital in the Company as at
30 June 2017 and the date of this interim report. The said share and
share options have not vested and, accordingly are not exercisable
as at 30 June 2017 and the date of this interim report. Upon the full
vesting and exercise of these shares and share options, Dr. Yeh and
Huada will together hold an aggregate of 718,278,000 shares of the
Company representing approximately 29.0% of the then issued share
capital of the Company (on the assumption that no further shares will
be issued or repurchased by the Company).

Saved as disclosed above, as at 30 June 2017, 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.
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SHARE OPTION SCHEME
]

The Company adopted a share option scheme (the “2013 Share
Option Scheme”) at the annual general meeting held on 28
May 2013. 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. The Board shall be entitled at any time within 10
years commencing on 28 May 2013 to make an offer for the
grant of an option to any qualifying participants.

The purpose of the 2013 Share Option Scheme is to provide
the participants (directors, employees, advisers, consultants,
agents, distributors, contractors, contract manufacturers,
suppliers, service providers, customers, business partners, joint
venture business partners, etc., of any member of the Group)
with the opportunity to acquire proprietary interests in the
Company and to encourage them to work towards enhancing
the value of the Company for the benefit of the Company and
its shareholders as a whole.

The total number of shares which may be issued upon exercise
of all options to be granted under the 2013 Share Option
Scheme must not in aggregate exceed 10% of the issued share
capital of the Company at the date of approval of the 2013
Share Option Scheme or 30% of the issued share capital of the
Company from time to time.

The total number of shares of the Company issued and to be
issued upon exercise of the options granted to each participant
(including exercised, cancelled and outstanding options) in
any 12-month period shall not exceed 1% of the shares of the
Company in issue.

An offer shall remain open for acceptance by the qualifying
participant concerned for a period of 21 days from the date of
the offer (or such longer period as the Board may specify in
writing). HK$1.00 is payable by the grantee to the Company on
acceptance of the offer of the option.
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SHARE QPTION SCHEME (continued)
BT el

The subscription price of share option shall be determined FE2013BENEMEBET EECABFBREE IR
by the Board at its absolute discretion in accordance with the UERENRERE o AAERERENREEERNUTH
terms of the 2013 Share Option Scheme. The subscription BeE  QBRONELBSEESAERARERMYIKT
price in respect of any particular option shall be no less than the B RN EZESE IR sESE A EHMIER
higher of (a) the closing price of the Shares as stated in the daily WERMAYTEHWTE -

quotations sheet issued by the Stock Exchange on the date of

grant; and (b) the average closing price of the Shares as stated

in the daily quotations sheets issued by the Stock Exchange for

the five business days immediately preceding the date of grant.

The total number of share options available for issue upon WAMERE R  BIE2013BARES2) . (YFrE A e
exercise of all share options to be granted under the 2013 JHEERETERZ  ATTFEITHRMEE A210,060,235
Share Option Scheme as at the date of this interim report is B AEANR RIEETTRR8.5% © 201796 A30H * A HA
210,060,235, representing 8.5% of the issued shares of the 37,750,000/ 8 SR AL R4S T1E o

Company. The number of share options outstanding as at 30

June 2017 was 37,750,000.

Details of the share options outstanding as at 30 June 2017 720176 A30E B 20138 st 8I1R i 2 IB AV =¥

under the 2013 Share Option Scheme are as follows: ER O
Number of share options (in thousand units) Exercise period
BREHE (AT i) fig:E
Lapsed/
Held on Exercised forfeited Held on Exercise
1January  duringthe  during the 30 June price
2017 period period 2017 HK$
Name of Directors R2017E B B HooE ] Grant date Begins Ends
Bzl 18154 Bfiff BH#/BE 6RNBKA BN RiLAH R &R
Independent Non-executive Directors
BUFHES
Leung Heung Ying 800 - - 800 039 9 October 2014 2 Qctober 2015 29 September 2017
RER 014510A98  2015510A28 2017597298
800 (800) - - 0315 2 October 2015 3 October 2016 28 September 2018

2015510428 2016510738 2018594285
800 - - 800 0.305 30 September 2016 3 October 2017 30 September 2019
2016594308 2017510730 2019597308

2,400 (800) - 1,600
Sheu Wei Fu 800 - - 800 0.3% 9 October 2014 2 Qctober 2015 29 September 2017
X 2014510898 2015510428 201795298
800 - - 800 0315 2 October 2015 30ctober 2016 28 September 2018

2016510428 201610438 201897285
800 - - 800 0305 30 September 2016 3 0ctober 2017 30 September 2019
2016497308 2017410838 201949308

2,400 - - 2,400
YiuTin Chong, Joseph 800 - - 800 039 9 October 2014 2 October 2015 29 September 2017
Kt 014510798 2015510428 2017597295
800 - - 800 0315 2 October 2015 3 0ctober 2016 28 September 2018

2015510428 2016510438 201894288
800 - - 800 0305 30 September 2016 3 0ctober 2017 30 September 2019
201659A30H 2017510430 2019594307

Subtotal 7,200 (800) - 6,400
N
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Number of share options (in thousand units) Exercise period
BREHA (AT fut) fit:E
Lapsed/
Held on Exercised forfeited Held on Exercise
1January  duringthe  during the 30 June price
2017 period period 2017 HK$
Name of Directors R2017E B B HoorE L] Grant date Begins Ends
] 181885 B CHE/BE  6A3NBKA B RiLAH il £R
Executive Directors
HiTEs
Yeh Tsuei Chi 2,500 - (2,500) - 0.369 11 January 2016 3 April 2017 29 March 2019
55 2016518118 2017464430 2019434298
2,500 - (2,500) - 0.369 2 January 2018 31 December 2019
18F1A28 2019612731
2,500 - - 2,500 0.369 2 April 2018 31 March 2020
201854428 2020F3A318
2,500 - - 2,500 0.369 2 January 2019 31 December 2020
201951428 20205124317
2,500 - - 2,500 0.369 1 April 2019 31 March 2021
201964818 202153A31A
2,500 - - 2,500 0.369 2 January 2020 31 December 2021
2020F1728 20215124318
15,000 - (5,000) 10,000
Lo Wai Ming 3,000 - - 3,000 0.305 30 September 2016 2 April 2018 31 March 2020
Ef25 201659A308 201854728 2020538318
3,000 - - 3,000 0.305 1 April 2019 31 March 2021
219F4A18 2014537318
6,000 - - 6,000
Subtotal 21,000 - (5,000) 16,000
gt
Ex-directors 2,650 - - 2,650 0.3% 9 October 2014 2 October 2015 29 September 2017
WS 2014810798 2015510728 2017694298
800 - - 800 0.315 2 October 2015 30ctober 2016 28 September 2018
2015510428 2016510438 201859A28H
Subtotal 3,450 - - 3,450
gt
Senior management & employees 2,050 - - 2,050 0.3% 9 October 2014 2 Qctober 2015 29 September 2017
BRERERAT 2014810798 2015F10728 2017695298
1,100 - - 1,100 0.3% 9 October 2014 30ctober 2016 28 September 2018
2014510498 2016510438 201859728H
350 - - 350 0.309 30 March 2015 1 April 2016 30 March 2018
201553308 2016F4A1H 2018434308
100 - - 100 0.309 30 March 2015 3 April 2017 29 March 2019
2015537308 201754530 2019F3A29H
1,800 (200) - 1,600 0.315 2 Qctober 2015 30ctober 2016 28 September 2018
2015510A28 2016510438 201859728H
1,000 - (300) 700 0315 2 October 2015 2 October 2017 30 September 2019
2015510428 2017510A28 2019494308
3,000 - - 3,000 0.305 30 September 2016 2 April 2018 31 March 2020
2016597308 201854520 2000F3A31H
3,000 - - 3,000 0.305 30 September 2016 1 April 2019 31 March 2021
2016597308 20194818 2021F3431H
Subtotal 12,400 (200) (300) 11,900
gt
Total 44,050 (1,000) (5,300) 31,750
a3t
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CORPORATE GOVERNANCE AND SUPPLEMENTARY INFORMATION

CEERNEREN

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 to the Listing Rules throughout the six months
ended 30 June 2017.

Compliance with the Model Code

The Company has its own written guidelines on securities
transactions by Directors and relevant employees on terms no
less exacting than the required standard set out in Appendix
10 to 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 2017.

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 six months ended 30 June 2017.

Review of Condensed Consolidated Interim
Financial Information

The Audit Committee is composed of two 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 management.

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 Company.
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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 first half of 2017,
the Group held meetings and conference calls with investors
and analysts. 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.hkexnews.hk) and the

Company’s website (www.solomon-systech.com) on 22 August
2017.

On behalf of the Board

Solomon Systech (International) Limited
YEH Tsuei Chi

Chief Executive Officer

Hong Kong, 22 August 2017

As at the date of this report, the Board comprises: (a) Executive
Directors — Dr. Yeh Tsuei Chi (Chief Executive Officer) and Mr.
Lo Wai Ming; (b) Non-executive Directors — Mr. Li Rongxin
(Chairman), Dr. Li Jun and Mr. Zhao Guiwu; and (c) Independent
Non-executive Directors — Mr. Leung Heung Ying, Mr. Sheu
Wei Fu and Mr. Yiu Tin Chong, Joseph.
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DEFINITIONS AND GLOSSARY

AMOLED Active Matrix Organic Light Emitting Diode

Board Board of Directors

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

China Mainland China

Code Provision(s)

Code provision(s) in the Corporate Governance Code contained in Appendix 14 to 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

EDP Electrophoretic Display

ESL Electronic Shelf Label

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

FVTPL Financial assets at fair value through profit or loss

FWVGA Full Wide Video Graphics Array, a display resolution standard of 854 x 480 pixels

Group The Company and its subsidiaries

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

HKAS Hong Kong Accounting Standards

HK$/HKD Hong Kong dollars

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

Hong Kong/HK/HKSAR Hong Kong Special Administrative Region

IC Integrated Circuit

IGZ0 A semiconductor material consisting of indium (In), gallium (Ga), zinc (Zn) and oxygen (0)

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 to the Listing Rules

OLED Organic Light Emitting Diode

PMOLED Passive Matrix Organic Light Emitting Diode

PRC The People’s Republic of China

R&D Product Design, development and engineering

S&D Selling and Distribution

SFO Securities and Futures Ordinance

the Stock Exchange The Stock Exchange of Hong Kong Limited

TFT Thin Film Transistor

UHD Ultra high definition (UHD or 4K/8K) is a display resolution standard of at least 3840 x 2160 pixels
(8.3 megapixels; 4K)

USAUS United States of America

Us$ US dollars
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CORPORATE AND SHAREHOLDER INFORMATION
ARREBR AR

Financial Calendar

Financial Year End
31 December

Announcement of Interim Results
22 August 2017

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
2,478,102,351 (as at 30 June 2017)

Principal Share Registrar and Transfer Agent
Tricor Services (Cayman Islands) Limited

P.0. Box 10008,

Willow House, Cricket Square,

Grand Cayman KY1-1001

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
Reed Smith Richards Butler
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Board Members

Executive Directors
Dr. Yeh Tsuei Chi (Chief Executive Officer)
Mr. Lo Wai Ming

Non-executive Directors
Mr. Li Rongxin (Chairman)

Dr. Li Jun

Mr. Zhao Guiwu

Independent Non-executive Directors
Mr. Leung Heung Ying

Mr. Sheu Wei Fu

Mr. Yiu Tin Chong, Joseph

Authorized Representatives
Dr. Yeh Tsuei Chi
Mr. Ng Sui Wa, Thomas

Company Secretary & Qualified Accountant

Mr. Ng Sui Wa, Thomas
FCCA, ACPA, ACA

Corporate Communications/Investor Relations
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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CORPORATE AND SHAREHOLDER INFORMATION fcontnced)
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This 2017 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 at any time change their choice
of means of receipt of the Company’s corporate
communications.

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 BEMRDH

Hong Kong Science Park EERER

Shatin, New Territories, Hong Kong BHE KB R 355612

Tel: (852) 2207 1111 Fax: (852) 2267 0800 B 0 (852)2207 1111 {EE : (852) 2267 0800

www.solomon-systech.com
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