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FINANCIAL HIGHLIGHTS
BHHE

Unaudited
RBER
Six months ended 30 June
6830H LL61E A
2016 2015
US$ million US$ million
BEER BEET
Sales HER 329 33.4
Gross profit EF 10.4 12.0
Gross margin (%) FE T (%) 31.7 35.9
Net profit/(loss) N/ (BREE) (6.4) 0.9
Earnings/(loss) per share (US cent) &%= A, (E518) (ZE41) (0.26) 0.03
Book-to-bill ratio HER =& 1.0 11
Unaudited Audited
RICER KEEIZ
30 June 31 December
6H30H 12A31H
2016 2015
USS$ million US$ million
BEER EL-ED
Total assets BEE 116.2 1234
Shareholders’ funds B 102.2 108.5
e Sales decreased slightly by about 1% to US$32.9 million o HEEMBMNMRENIEEET
Gross profit decreased by about 13% to US$10.4 million o EMHSNBRENIEERT
*  Gross margin was 31.7% (1H 2015: 35.9%), down 4.2 percentage points o EMRTEAEE D HENT%(2015LFF - 359%)
e Netloss was US$6.4 million (TH 2015 net profit: US$0.9 million) o BIEFERABEZT(05 LHEMT 098 EET)
e Loss per share was 0.26 US cent (2.00 HK cents) o FRUEIEA02651L(2.0051)
e Book-to-bill ratio was 1.0 (TH 2015: 1.1) o EIBHEHEAI02015ELFF 1)

RPIRHE  20164F R iR 1



FINANCIAL HIGHLIGHTS (continued)
BB EE
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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 2016.

Interim Results

The Directors are pleased to announce the unaudited condensed consolidated
interim results of the Company and its subsidiaries (collectively referred to
as the “Group”) for the six months ended 30 June 2016 together with the
comparative figures for the corresponding period as follows.
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CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT
Bme P HRER

For the six months ended 30 June 2016
HZ20165°6 A430H LL61E A

Unaudited
RBER
Six months ended 30 June
68300 618 B
2016 2015
Note US$'000 US$'000
i FEn FEr
Sales HERE 6 32,887 33,386
Cost of sales SHEMA 7 (22,448) (21,404)
Gross profit EZ 10,439 11,982
Research and development costs W 5E & F 3R AR 7 (9,618) (8,941)
Selling and distribution expenses SEE NN HEAX 7 (1,733) (1,397)
Administrative expenses TS 7 (6,296) (4,390)
Other income EmA 376 68
(6,832) (2,678)
Finance income — net BN —F58 8 66 3,551
(6,766) 873
Share of results of associated companies il N P (67) (12)
Profit/(loss) before income tax ﬁﬁmu wAL(E1R) (6,833) 861
Income tax credit/(expenses) SR/ () 9 451 (2)
Profit/(loss) attributable to the equity holders KAREREE ARG
of the Company wH(B18) (6,382) 859
Earnings/(loss) per share attributable to RATIEREB ABIGEH
the equity holders of the Company: BRCEF,(B8)
(expressed in US cent per share) (LAZEAL - FBRE5)) 10
— Basic —HAK (0.26) 0.03
— Diluted —#E (0.26) 0.03

The notes on pages 8 to 25 form an integral part of this condensed consolidated interim financial information.

FOEBAMNM T AREREG A RUBERNAKE D
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME

ARG PHEERARE

For the six months ended 30 June 2016
HZ20165°6 A30H LL61E A

Unaudited
RBER
Six months ended 30 June
6830H LL61E A
2016 2015
US$'000 US$'000
TER FET
Profit/(loss) for the period HREF,(E18) (6,382) 859
Other comprehensive income/(loss) for the period: ~ EAREM2EK A/ (EE) :
[tem that may be reclassified to profit or loss e EM o HEREMNER
— Currency translation differences — NI E R 1 (41)
Total comprehensive income/(loss) attributable to A A RIERIFA AJENG
the equity holders of the Company 2EBA (BB @5t (6,375) 818

The notes on pages 8 to 25 form an integral part of this condensed consolidated interim financial information.

FOEBAEMME AR GRS T UM BERAKED
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CONDENSED CONSOLIDATED INTERIM BALANCE SHEET

MG ATRHEERRE

As at 30 June 2016
4201646 A30H
Unaudited Audited
RIBER BT
30 June 31 December
H6A30H R12A318
2016 2015
Note US$'000 US$'000
FisE FEx FEL
ASSETS BE
Non-current assets *RBEE
Intangible assets mEEE A 38
Property, plant and equipment ME - W REE 3,244 3,544
Investments in associated companies REEE A REIRE 485 552
Available-for-sale financial assets At ER A E 2,206 2,206
Deposit HEA 12 268 225
6,234 6,565
Current assets REBEE
Inventories FE 1517 9,435
Trade and other receivables FH&Z N K EA FE L R 12 17,196 18,959
Financial assets at fair value through BBEEN R AT EE
profit or loss R EE 63,096 62,193
Pledged bank deposits BHEFRIRITER 130 130
Short-term fixed deposits 55 B TE HAF 3K 9,616 9,665
Cash and cash equivalents RBeRIREHEY 12,433 16,434
109,988 116,816
Total assets BERE 116,222 123,381
EQUITY xR
Capital and reserves attributable to AATFREZEEA
the equity holders of the Company EhERRREE
Share capital &N 13 31,926 31,926
Reserves i 70,307 76,556
Total equity R 102,233 108,482
LIABILITIES af
Non-current liabilities *RBEE
Bank loan RITER 146 187
146 187
Current liabilities RBas
Trade and other payables FERT R N E M RS 2R 14 12,900 13,593
Bank loan RITER 83 83
Deferred income RIEUA m 494
Income tax PSR 89 542
13,843 14,712
Total liabilities Bmed 13,989 14,899
Total equity and liabilities ERKABRAE 116,222 123,381

The notes on pages 8 to 25 form an integral part of this condensed consolidated interim financial information.

FOEBANMEAANEREGE TR BERNAKE D
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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 2016
HZ20165°6 A30H LL61E A

Unaudited
AEEY
Attributable to the equity holders of the Company
RARERNE AL
Equity
compensation
Share Share Merger  Exchange reserve Other  Accumulated Total
capital  premium reserve reserve  RAER reserve losses equity

kx  RBEE  AHRE  ENRE  BHMEE  HtRE  ZHER ARt
US§'000 US$000 Us§o00 US§'000 US§000 Us§o00 US§'000 US§1000
SE TEn TEL SE TEn TEL SE TEn

At 1 January 2015 0I5 A1H 31803 83,160 2082 1247 1719 230 (20,386) 115,259
Comprehensive income/(loss) 2K /(i)
Profit for he period E;ﬁm;ﬁﬁﬂ - - - - - - 859 839
Item that may be reclassified to EeEn Az

profitor loss Tﬁﬁnﬁ’llﬂ B

- Currency translation differences —NEBREEE - - - ) - - - )
Total comprehensive income/ (loss) 2EKA /(E518) 5t - - - ) - - 859 818
Transactions with owners RRRS
Equity compensation BAEREMH - - - - 8 - - 8
Total transactions with owners ~ RRRXZ &5t - - - - 8 - - 8
At 30 June 2015 01567308 31803 83,160 2082 1,206 17.205 230 (19,527) 116,159
At 1 January 2016 H16E1 A1H 31,926 83,400 2,082 09 17,246 20 (26,821) 108,462
Comprehensive income/ (loss) ~ 2EWA /(B8
Loss for the period HrEE - - = - = = (6,382) (6,382)
ttem that may be reclassified to HEENIEE

profitor loss fEsAER

~Currency translation differences —NEREEE - - - 1 - - - 1
Total comprehensive income (loss) WA / (&518) &t - - - 1 - - (6.382) (6,375)
Transactions with owners REZS
Equity compensation RAEzEH - - - - 126 - - 126
Total transactions with owners ~ RRR A &5t = - - - 126 - - 126
At 30 June 2016 HR016E6A30E 31,926 83,400 2,082 426 11312 20 (33,203) 102233

The notes on pages 8 to 25 form an integral part of this condensed consolidated interim financial information.

FOEBEMMNEARERE A T RM B ER AR -
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CONDENSED CONSOLIDATED INTERIM CASH FLOW STATEMENT
MG T RRERER

For the six months ended 30 June 2016
HZ20165°6 A430H LL61E A

Unaudited
RBER
Six months ended 30 June
64308 LL61E A
2016 2015
US$'000 US$'000
TEn FET
Operating activities REEH
Cash used in operations KEFRRRE (2,807) (6,127)
Overseas income tax paid BBINTERE (1) (2)
Interest paid on the bank loan BRRITESZFE (2) (3)
Net cash used in operating activities RETHEANELSFE (2,810 (6,132)
Investing activities REEE
Purchases of property, plant and equipment BEWE MBERRE (96) (670)
Proceeds from disposal of property, plant and equipment &2 « #2255 - 3
Decrease/(increase) in financial assets at fair RBERARBATEESN
value through profit or loss BIBEERD,/(Em) (2131) 4,37
Decrease/(increase) in short-term fixed deposits RHTHETRD, /() 49 (4)
Interest received BUFE 562 726
Dividend received B8 an 509
Net cash generated from/(used in) RETEESE/(FR)W
investing activities ReFHE (1.139) 4,935
Financing activities METH
Repayment of bank loan BEBITER (41) (44)
Net cash used in financing activities RETEFEANELSEE (41) (44)
Net decrease in cash and cash equivalents Be MBS EYRD (3,990) (1,241)
Exchange differences on cash and cash equivalents & MRS ZEYER =58 (11) (38)
Cash and cash equivalents at 1 January MAIENEERESZEY 16,434 25,013
Cash and cash equivalents at 30 June REANENHERREEEY 12,433 23,734
Analysis of balances of cash and cash ReRBEEEEYZ
equivalents: o3 ki
— Bank balances and cash -RITEBERSE 12,433 23,734
The notes on pages 8 to 25 form an integral part of this condensed consolidated interim financial information.
F8E5E MM AR RALR S R BB E R AR E 7D
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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 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, wearables, portable devices and industrial appliances.

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 23 August
2016.

Basis of preparation

This condensed consolidated interim financial information for the
six months ended 30 June 2016 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 2015, which was prepared in accordance with Hong Kong
Financial Reporting Standards.

Solomon Systech (International) Limited  Interim Report 2016
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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 2015, 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)

New standards and amendments to standards
effective in 2016

The Group has adopted the following new standards and

amendments to standards that have been issued and are

effective for the Group's financial year commencing on 1

January 2016:

BEtRR

BRI AL5IESN - BIRATERA 2 @ AT R AU E 2015
FLANALFEZGAMBHRR -2 LHHER
ZEFREAPHRERT

e EIFTEH R RERIE FEARFERR

Rzt -

(a) W2016FEEBRIFERNREELER
REED M THR20165E1 B1 BB ASE

B B B R AR I A R AR B R g R
Al :

HKAS 1 (Amendment) Disclosure Initiative

BEGH R R(EL) BB

HKAS 16 and 38 (Amendment)
BEGTERE16% K38 (BIE)

HKAS 27 (Amendment)
BEQEREUHR(BIE)
HKFRS 10, 12 and HKAS 28 (Amendment)
é%%ﬁﬁ%ﬁw 1087 125 %
BRBITEREBR(ELE)

HKFRS 11 (Amendment)
BRMBREENENR(EL)

HKFRS 14
BARMEREENE145

HKFRSs (Amendments)

Clarification of Acceptable Methods of Depreciation and Amortization

BAARS CEREHTZ

Equity Method in Separate Financial Statement
BUBRRTERERE

Investment Entities: Applying the Consolidation Exception
BRRELTR : BRAMHFIMNIE
Accounting for Acquisitions of Interests in Joint Operations
WEAFREERE7

Regulatory Deferral Accounts

ERERLR B

Annual Improvements 2014

BRMBREE(BIE) WIUFF R

The adoption of the above new standards and amendments to
standards 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.

PR _EUFR R R B IE RIS AR E 2 &5 BRI
BEANE - TOLBHIRBMET R RS LB B
NRHEN2HEREATE -

RAEMEMPN IR EREROFER - BTE
AR T RRSHRA R 2REHSHERRE
RERZTE °

RPIRHE  20164F R iR 9



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)

L3

3.

10

SeTHHERNE®

Accounting policies (continued)

(b) New standards and amendments to standards that

are issued but effective for periods commencing
after 1 January 2016
The following new standards and amendments to standards
have been issued, but not effective for the financial year
beginning 1 January 2016 and have not been early adopted by

BEER 2

(b)

ERHER2016F1 A1 FERBERER
AR R S IE 2R

THIF R R g IE2ERIE B - ER201651
R1BFRGOMBFEERARER - AAKEY
BIZRTIRAR -

the Group:

Effective for
annual periods
beginning on or after
iRz &1
FEHMER
HKAS 7 (Amendment) Disclosure Initiative 1 January 2017
BRI RRER(BE) WA 017F1818
HKAS 12 (Amendment) Recognition of Deferred Tax Assets for Unrealized Losses 1 January 2017
BEGHEEI5R(BLE) REB BB RIEMEHEENER 217F1A1R
HKFRS 2 (Amendment) Classification and Measurement of Share-based Payment Transactions 1 January 2018
BAMBREEUEIR(BE) RO AERNR RN ERGTE 018F 1818
HKFRS 9 Financial Instruments 1 January 2018
BRMBRE LRSS SRIE 018F1A1R
HKFRS 10 and HKAS 28 (Amendment) Sale or Contribution of Assets between an Investor and its Associate or Joint Venture To be determined
BRMBREEAE0RR REEEABMERAE R HNEENESTE #E

BBGTERIEBF(BE)
HKFRS 15 Revenue from Contracts with Customers 1 January 2018
BN BIREERE 1R REERPITEAN.2MA 018F1A18
HKFRS 16 Leases 1 January 2019
BAMBREERE165 HE 01951A1H

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

amendments to standards would have a significant impact on its 2.

results of operations and financial position.

Solomon Systech (International) Limited  Interim Report 2016

AEEDEFRRY L5 2 FER R B 2R
ETAHE - BATRAREZSNENREE
LRREDHRLXERPHMRBERERY



4,

Financial risk management and financial
instruments

41

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 2015 year end. Compared to 2015 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 2015.

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

41

4.2

MERBRER
AEBREZXBAARERTRNS KR
g SRR (BEMNERRIMERRERE) -
FERRE  RBERBRAAEEERAT
ERRER - B0FEEL  RERRER
B R - BI0SFREE - BBREY
BENMRBENREREREERNNE -

KEREFA TR BB L RBIERE MG
EREEEMENFEMBERERLAIR
B WEEAREERE0F2ANBIEFE
IR MERER GBI -

OFEMG
AEENSRTIAZRERBERBERTI
DNFEHEWLRTHATFEFENREHHEE
ERE

- FRER-HREEXRBENERTS
HOH{E CRIERE)

- FIER-BEERNSIBRMNIREI
AT E & (BB & (BmERITE)
BRIEESAEMNBALR

- FIER-FHABEATEEENE
EXBENBABH(AEIERNE
ANER) -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION contnced
MR T R HE R T

Ny =i

4,

12

4.2

Financial risk management and financial 4. MEBERREEREMIA ()
instruments (continued)
Fair value estimation (continued) 42 SFEMHEFE)
The Group’s financial assets at fair value through profit or loss REEBBEFZANMALEEUKEE
were as follows: BT -
Unaudited Audited
RISENG 37
30 June 2016 31 December 2015
016564308 15128318
Level1 Level 2 Total Level 1 Level 2 Total
F1BR F2UER @ E-ER E2ER st
US$000 US$'000 Us§000 US$:000 US$000 US$000
TER TEn TR T£n Tin I
Unlisted E R}
Deposit notes R - - - - 20 200
Derivative financial instruments TEERIEA - 97 9 - 2 92
Marketable bonds TEEES 23,95 - 23,965 23718 - 2718
Marketable funds TEEES 23,897 - 2807 21,506 - 21,506
Listed i
Equity securities e 15,086 - 15,086 16,623 - 16,623
Fund % 51 - 51 54 - 54
62,999 91 63,096 61,901 292 62,193

43

There were no transfers between level 1 and 2 as well as no
other changes in valuation techniques during the period.

Valuation techniques for deriving Level 1 and 2 fair
values

The fair value of financial instruments traded in active markets
is based on quoted market prices as 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.

Level 2 financial assets comprise deposit notes and forward
foreign exchange contracts.

Solomon Systech (International) Limited  Interim Report 2016
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4.  Financial risk management and financial
instruments (continued)

4.3

4.4

4.5

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

The fair 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 which 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 loan

- Other current liabilities

4. HMERRETEREMIRG)

43

44

45

ERAREIRE2BRLFENMEERE
(&)

TEEERTERFNEBTAM : NEBR
SMEEZTIR)NRFERBMHE EHE
E o REMENEEERRABERZMEH
B WERAEDKBRARENEE - AFE
MBABRERABEN  REERFIER
HOSREABIE A FENTASN - ZBATAR
BER(MER)LAEZ(AHERTL)BREL
BEEJRENBABHENBERFLER -

EMSEANDENERTBRE 2R
MELATERR - BREHYEHSIER
PTAET A—RALTEA -

BHEF
AEERMNERLEREREZZEREENS
MHEASRITERHUNATE -

DS FEHBENMBERERARZIL

T
NTHBEERBENATEEEREER
AT

- RUFRREMRAR

~  BERMBTEZ  SRTEER B
SRESEEY

- EARREMEMK

e

- BITER

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

14

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 2015.

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 applications for smartphones, smart TVs
and other smart devices including consumer electronics products,
wearables, portable devices, and 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.

Solomon Systech (International) Limited  Interim Report 2016
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6.

Segment information (continued)

(a) Sales

Sales amounted to US$32,887,000 and US$33,386,000 for the
six months ended 30 June 2016 and 2015 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

Taiwan, Hong Kong and China.

SWBEH )

(a) EHESHA
EHZ2016F K% 201556 A30H (618 A - t8E 58
5 51| 532,887,0005 7T 233,386,000 7T,

ARDBMMERLURELS - AEEEZERE
BREHER - REBEHEA - AEEZER
TEHETUNEE BERTENES -

Unaudited
RIBER
Six months ended 30 June

64308 1618 A
2016 2015
US$'000 US$'000
FEx TEL
Taiwan 8 12,728 8,668
Hong Kong BH 11,802 6,139
China 2lE0 4,172 11,752
Europe B 1,693 3,230
Japan HAR 1,079 1,058
Korea B2 576 1,356
South East Asia B 365 504
USA e 134 255
Others Hib 338 424
32,887 33,386

Sales are classified based on the places/countries in which

customers are located.

HEBREFPMEERERHHE -

(b) Total assets (b) WEE
Unaudited Audited
RIBERZ KEZ
30 June 31 December
6A30H 12A31H
2016 2015
US$'000 US$'000
FEx FET
Hong Kong B 92,818 97,752
China n 18,164 19,882
Taiwan =5 4,474 4,964
South East Asia g 290 285
Others Hith 476 498
116,222 123,381

Assets are listed based on where the assets are located. Others

mainly comprise Japan and the USA.

BERRBEEMNMELTAIIE - Kt
FEFARLEE -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION contnced
Ml P BRI E e

6. Segment information (continued) 6. SHWBEHE
(c) Capital expenditures (c) BFMAX
Property, plant and equipment
W% - W RRE
Unaudited
RBER
Six months ended 30 June
64308 1L61E A
2016 2015
US$'000 Us$'000
TER FET
China o] 56 580
Hong Kong BB 39 49
Others Hib 1 41
96 670
Capital expenditures are listed based on where the assets are ERRYERIEEERNMEN T IAFIE,
located.
7. Expenses by nature 1. BRUEESBEHRX
Expenses included in cost of sales, research and development costs, BREHERE - HERFAEKAS - HE LD HFH
selling and distribution expenses and administrative expenses are FATHAZABRZ T
analyzed as follows:
Unaudited
RSB
Six months ended 30 June
68308 L6/ B
2016 2015
US$'000 Us$'000
TER FET
Cost of inventories sold EHFERA 20,341 20,165
Product engineering costs EmIENA 2,422 2,085
Provision for/(write-back of provision for) obsolete @R el & IEFE
or slow moving inventories KB/ (E8) 1,045 (133)
Amortization of intangible assets BB EE 7 8
Depreciation of owned property, plantand equipment B E#)% - # R R BHIITE M4 429
Operating leases for land and buildings T MEFHEEHE 718 547
Employee benefit expenses EERMAX
(including Directors’ emoluments): (PIEEZNS) -
— Equity compensation — IR = R 126 86
— Non-equity compensation — IR AR 2 R A 10,422 9,957
— Severance & long service expenses -~ BHERRORES 1,421 9
Net exchange loss/(gain) SRR HEE () 72 (32)

16 Solomon Systech (International) Limited  Interim Report 2016



8. Finance income — net 8. WREKA-2B8
Unaudited
RIEER
Six months ended 30 June
6H30E LL6{EA
2016 2015
US$'000 US$'000
FTEx FET
Interest income FEMA 818 902
Dividend income BB A 477 509
Gain/(loss) on disposal of FVTPL HENTPLAYUES/ (E518) (553) 716
Net unrealizable gain or loss from FVTPL: FVTPLAR 3R /) F s s 18
— Fair value gain of financial assets - UBEENATERE 1123 2,055
— Fair value loss of financial assets —-BEENRFERE (1,798) (628)
Interest expense of bank loan RITERFEZ (2) (3)
Others Hi 1 -
66 3,551

9. Income tax
Hong Kong income tax has been provided at the rate of 16.5% (2015:
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 2016

9. FfFR

EBEHRCIRIER R165% (20154 : 165% )51 &
MENTEHAREAEENEBEMERR 2 ER
WERAE - REBRE Z20165 %201556 A30H 1E6
B AW B ERBUE R M BAER BTG BIRE -

and 2015.
Unaudited
RIBER
Six months ended 30 June
64308 LL61E A
2016 2015
US$'000 Us$'000
FEx FEL
Current income tax: REAFTISHR :
—Hong Kong — &8 - _
— Overseas — o 1 2
Write-back of income tax provision in prior years — LAfT £ /& & 15 1 ) B 3¢ (452) -
Income tax expenses/(credit) Frsfis it/ () (451) 2
SRR 2016 R HIRE 17



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)

LLEENE

AR AR M)

10. Earnings/loss per share

(a)

(b)

18

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
2,477,102,351 (1H 2015: 2,467,502,351) ordinary shares in issue
during the periods.

The Group's loss for the period attributable to the equity
holders of the Company was US$6,382,000 (1H 2015 profit:
US$859,000).

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 during the period.

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

0. SKEF B\

(a) WEREXRF BE
RENGF,/BEIBERARNEERE
BABRGASE ZHF/BERABHAE %
173 A% AN 45 £02,477,102,351 & (2015 £ 3
4 ©2,467,502,3510% 5T & o

ARFIRERFEARNEGRAEE 2 BB
7/6,382,0003 7t (2015 3 & )& A1l © 859,000
JT)°

(b) SEREFRN ER
BREEET, BEDRBEARRNERR
BAREASE 2 8H,/ BREEERBAMR
RAEFYENBEELBRFEHARRIE
FITIMEFOEBRIGE -

IEFOERERBNERERTIHMOT

Number of shares
RHER
Unaudited
RIBER
Six months ended 30 June
64308 1618 A
2016 2015
Weighted average number of 2EITIETY
ordinary shares in issue L mAs e 2,471,102,351 2,467,502,351
Conversion of all dilutive share options RIBFTAR FETEEESFEN
outstanding( mIRERE - 2,483,384
Adjusted weighted average number of Rt EEREERF,
ordinary shares for diluted earnings/loss EER AL T
per share calculation B AR 2,477,102,351 2,469,985,735

(i) As at 30 June 2016, there were 31,250,000 share 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 2016.
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1.

12.

Dividend 1. KR
No dividend for the year ended 31 December 2015 was declared or AAREBERIRSEBE2015F12A31B LFE
paid by the Company. In addition, the Board resolved not to declare an ZIRE - EFEIAETEIRBIZ201656H30H 116
interim dividend for the six months ended 30 June 2016. HARPERRE -
Trade and other receivables 12. Ml R H R
Unaudited Audited
RIBER T
30 June 31 December
6H30H 12H31H
2016 2015
Note US$'000 US$'000
BsE FEx FEL
Trade receivables FEULER 12,511 12,022
Trade receivables from related parties A 7 FEUR 17 600 2,629
Total trade receivables — net UK — 558 13,111 14,651
Deposits, prepayments and other receivables 3] + BT E b FEUER 3972 4,071
Prepayment to related parties RaRE T TET R 17 113 237
Trade and other receivables — current portion  FEYCER K2 B Ath R TN — 7 80 17,196 18,959
Deposit — non-current portion e —ERE 268 225
17,464 19,184

As at 30 June 2016, the Group's trade receivables from customers

were mainly on credit terms of 30 to 90 days. The ageing analysis of

trade receivables not impaired based on overdue days is as follows:

R216F6ANR - AEBEHERL ZEKFEERE
ERNENR - RBEAMERENRKFABHAE
HRRERDATINT -

Unaudited Audited

RIBER REZ

30 June 31 December

6H30H 12A31H

2016 2015

US$000 US$'000

FEn FEL

Current BNER 11,653 10,422
1-30 days 1-30H 1,096 3,545
31-60 days 31-60H 362 527
61-90 days 61-90H - 85
91-180 days 91-180H - 36
181-365 days 181-365H - 36
1,458 4,229

13,111 14,651

As at 30 June 2016, trade receivables of US$1,458,000 (31 December
2015: US$4,229,000) were considered past due if measured 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.

As at 30 June 2016 and 31 December 2015, no trade receivables were

impaired and provided for.

R2016F6 A30H - EUAFG THREEMFE - @5
Z FENE A1,458,0005 7T (20155F 12 A31 B + 4,229,000
%) c BZ MR FBEREE R BRI -
FTA 2 EP a2 S e AR 2 FRB Y R AERIE -

72016466 4308 K 2015512 A3 » R A FEU
B -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION contnced
Ml P BRI E e

13. Share capital 13. K&
Unaudited
RIBER
Six months ended 30 June
68308 618 B
2016 2015
Number Number
of shares US$'000 of shares US$'000
REE FEx BmHEE FEL
Authorized: SETE

— Ordinary shares of HK$0.10 each —EREEI10E TR @A 5,000,000,000 64,433 5,000,000,000 64,433

Issued and fully paid: BEITREE -
— At 1 January and 30 June - A1A RR6A30H 2,477,102,351 31,926  2,467,502,351 31,803

14. Trade and other payables 14, FEFTRRBH ft B 3R
Unaudited Audited
RBER 1w
30 June 31 December
68308 124318
2016 2015
US$'000 US$'000
FEx TET
Trade payables FERIR 1,748 10,029
Accrued expenses and other payables FESTR S R E M FER X 5,152 3,564
12,900 13,593
As at 30 June 2016, the ageing analysis of trade payables based on R2016F6 8300 - FEAFRASE BB A ERER DT I
overdue days is as follows: N

Unaudited Audited
KRBERZ '
30 June 31 December
6A30H 12H31H
2016 2015
US$'000 Us$'000
FEx FEL
Current Bl Hj 7,093 7,227
1-30 days 1-30H kY] 2,535
31-60 days 31-60H 254 185
61-90 days 61-90H = -
Over 90 days R GR=] 80 82
1,748 10,029
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15. 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.

15,000,000 share options were granted in January 2016 to the
newly appointed Chief Executive Officer. As at 30 June 2016,
there were in total 31,250,000 (17,700,000 as at 31 December
2015) 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 follows:

15. BRZFEREMatE

(a) EEBXAERTE
RARP013F5A28ERTHRERAFAS
BRI — MR ([ 201388 iR 2l ]) »

15,000,000 A% &% A% 4 72 2016 1 A 52 T 370
BMITINEE - N2016F6A30R - AHXA
31,250,000( A 2015412 A31H : 17,700,000) i B
BB EARACIT{E -

A BRREBER B RTTEBRERE

MBS X HARITEESET

Unaudited
REER
Number of share options (in thousand units)
BRERE (LT
Exercise price

per share Heldat  Granted during Forfeited during Held at

HKS 1 January 2016 the period the period 30 June 2016
Grant date BRITEE 20165 R il 20165 Expiry date
=R Bx  1H1AEE B2 EME 6A30AEE FH A
4 October 2013 0.3450 1,600 - - 1,600 30 September 2016
201310 H4H 20165F9 H30H
9 October 2014 0.3950 7,100 - - 7,100 29 September 2017
20144F10 A 9H 20174F9 H29A
0.3950 1,500 = (400) 1,100 28 September 2018
20185F9 H28H
30 March 2015 0.3090 350 - - 350 30 March 2018
201553 H30H 20184F3 H30H
0.3090 350 - (250) 100 29 March 2019
2019F3 H29H
2 October 2015 0.3150 5,800 = (800) 5,000 28 September 2018
20155104 2H 20185F9 A 28H
0.3150 1,000 - - 1,000 30 September 2019
2019FF9 H30H
11 January 2016 0.3690 - 2,500 - 2,500 29 March 2019
20164F1 A 11H 201953 H29A
0.3690 - 2,500 - 2,500 31 December 2019
2019612 A31H
0.3690 - 2,500 - 2,500 31 March 2020
20209F3 H31H
0.3690 - 2,500 - 2,500 31 December 2020
2020912 A31H
0.3690 - 2,500 - 2,500 31 March 2021
20213 H31H
0.3690 - 2,500 - 2,500 31 December 2021
20214F12 A31H

Total
HEt 17,700 15,000 (1,450) 31,250

RPIRHE  20164F R iR 2



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

15. Equity compensation scheme (continued) 15. BRFERIWBMEE (=)
(a) The Share Option Scheme (continued) (a) FRBXIERTEI(E)
The Company has been using the Black-Scholes Valuation AAR—EFEAEHREREIBEREA;ER
Model to value the share options granted. The key parameters KHMERRE - REZ20169F 201596 A 30H
used in the Model and the corresponding fair values of the share HHAEREERENATERERLER
options granted during the period ended 30 June 2016 and 2015 WEBELXEEENT ¢
are listed below:
2016 2015
11 January 30 March
Date of grant KA H 1AN1E 3A30H
Number of share options granted EERNBERIESE 15,000,000 1,000,000
Total share option value EikiEaE
—HK$'000 —FET 1.809 84
—US$'000 equivalent —TELEE 233 11
Share price at date of grant (HK$) Bt HEREGET) 0.325 0.295
Exercise price (HK$) TEEGET) 0.369 0.309
Expected life of options (years) BERER TR AR 2R (4F) 25 2-3
Annualized volatility FERIR 54.2-59.7% 50.1-57.1%
Risk free interest rate [ B | 0.44% 0.43%
Dividend payout rate EEX - -

22

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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15. Equity compensation scheme (continued)

(b)

The Share Award

Based on the recommendation of the Remuneration Committee
of the Board, 2,292,000 ordinary shares of the Company
(“Awarded Shares”) has been awarded conditionally to the Chief
Executive Officer (the “Beneficiary”) as a long-term incentive in
January 2016.

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 Company.

15. BRFEDEMAS (2

(b) BRiRIRE
REEFEHMRETNRE - ARFIN2016
FIARITHAE ([ZEA D MR R T
2,292,000 A 1 B KO E AR ([ IR BAD DIER

R B A0 7B D 55 BB B i R A £ 2R Bt 3
REFZANBERT - AR ERRIAFT
R AR REARLLARRRAIRM
MRS FERTSERBERRRD -

Grant date
18 January 2016

Closing price of the shares of the Company on the date of grant
HK$0.31

Vesting condition and schedule

Subject to the annual results for the year ending 31 December

Rt BE
201651 A18H

RRARRM AR T B BB HE
03187

BB IERR
RIEEE016F 12BN B FEEFEE &

2016, of which: H

- 1,146,000 shares will be vested after the close of - 1,146,000/ B {0 & 720174E3 H 31 B (=
business on 31 March 2017 fote EEATERRER

- 1,146,000 shares will be vested after the close of - 1,146, 0000 AR € HA2017F12 A3 H A %
business on 31 December 2017. HR&ERRE

Note 1: PiEED -

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 as at the date of grant at fair value.

WA RRBANOMRFREN12A3BNEAR
SEMWERES -

ARBCERBEEMBHREERF IR R

K BB RN SRR M R B I
ERRFEAR
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION contnced
Ml P BRI E e

16. Commitments 16. &iE
(a) Capital commitments (a) WHKiE
Capital expenditure contracted but not provided for as at the REEHEBTANERBENERFAZ
balance sheet date is as follows: HoT
Unaudited Audited
RIBER Bz
30 June 31 December
6A30H 12A31H
2016 2015
US$'000 Us$000
FER FET
Property, plant and equipment mE - WEREE 54 -
Aside from the aforesaid, there was no other material capital BRERMBEREEN  SEHEEMERER
commitment or contingent liability. EEYHRAE -
(b) Operating lease commitments — the Group as lessee (b) WBERRKE-FEEEREA
The future aggregate minimum lease payments under non- RETHECENE  ARREEERE
cancelable leases are as follows: FIEAT
Unaudited Audited
RIBERZ Bz
30 June 31 December
6H30H 12A31H
2016 2015
US$'000 US$'000
FER FET
Not later than 1 year TR —F 1,599 1,581
Later than 1 year and not later than 5 years HiR—F BT HEBLF 1,519 2,266
3,118 3,847
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17.

Related party transactions 17.

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 28.5% of
the issued shares of the Company through its interest in Huada 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:

RBAX R

ARAAMEFEEFEREXEEARARZER
RERTETPABAEENEAEFERRMEE
SE - BBEHERNESNINEE N285%E D
AlZEITRD - IARAZ EBRR o ANEEHECEC
HIELRSREBEANRZBKEH IS

AT R 25

Unaudited
RCER
Six months ended 30 June
6H30E LL6{EA
2016 2015
US$'000 US$'000
FEn FEr
Sales: HE
Subsidiaries of CEC CECHYPTB A 7] 1,184 7,578
Associate of CEC CECHIERE A = 990
Purchases: e
Subsidiaries of CEC CECHYFTB A A 169 152
Period-end balances arising from sales/purchases: MiEE,/TREBKNERIEE -
Unaudited Audited
RISER BB
30 June 31 December
6A30H 12A31H
2016 2015
Note US$'000 US$'000
M sE FEn FEL
Trade receivable; UK 12
Subsidiaries of CEC CECHYPI /B X 7] 600 2,286
Associate of CEC CECHVEA 2 A = 343
Prepayment: I 12
Subsidiaries of CEC CECHIMIB A A) 13 237
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

i
pwec TR

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 25, 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 2016 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.

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, 23 August 2016

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

26 Solomon Systech (International) Limited  Interim Report 2016



PR R RS

i
pwc Rk E

2{SOLOMON SYSTECH (INTERNATIONAL) LIMITED EE&
(RASHSEMKLNERAF)

BlE

ARZEEN (VAT T8 Fo1f9)) B ER B3R 2B K BB E Rt -+ 1t A ERBA 7 & LB FESolomon Systech (International) Limited ([ &2 7] 1)
REFAR(GHEEEE)R2016F6 ANAMNERGATHEERBREBZZOL6E A PHNERERRETHERE BHEE
FHEEMBARE « GRGATHREEBHENERGEETHRSRER  UREESHBRMEN LM T®E - EABERINE
RARESEMARIRTE - RPBHEERRRNREVATA N RN EBIEARE SRS BHOBTBS - ERNEMH+
HMBRE] . BRREFEARBRBEBGENEUR BRI BRE IGRRINBZSHHUBEER - HMNEERRERMOE
B Z SR BERMEL &R - WIERBREEZEFENBRBEESRS  RULZIERERELMADN - BT EREARENANARM
HAEMA TR ESFEFRET -

HHREE

RMEREEESHMASRMNEEERERIE24105% hEROBLZBMANTHHMBEREN ETEM - EHTHVBERE
REIBZAARMBNEHFTHENABRELEN  MERSTMENEGERNRSF - BHOSERRRETEFTEUETERNRER
N AR R RERPIBANBERZP R RERNMEEAEE - At ROITSRERERER -

fai
RREFOERN  RALEZREAER  SRABEFRMBENERERTBARERED LSRR FUR TR BERE IR -

EORKESHAEHA
HEBTA

&7 2016584238

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

RPIRHE  20164F R iR 27



MANAGEMENT DISCUSSION AND ANALYSIS
EREN B RA

FINANCIAL REVIEW

Overview
During the period under review, the Group's total sales were US$32.9 million,
with a net loss of US$6.4 million recorded.

Sales and Gross Profit

During the period, the Group achieved a slight increase in total unit shipments
of around 2% year-on-year to approximately 84.4 million units (1H 2015: 82.7
million units). Despite a major year-on-year increase in the unit shipments of
the Group’s mobile display ICs, and a satisfactory rise in the unit shipments
of PMOLED display driver ICs together with bistable display driver ICs, the
increase in overall unit shipments was small. This was primarily attributable
to a significant drop in the unit shipments of the Group's large panel TFT
display driver ICs by 76% year-on-year to around 4.0 million units (1H 2015:
17.0 million units), owing to decreased customer demand, and also the fact
that new products were slow in achieving design wins to contribute to the
overall unit shipments.

The overall book-to-bill ratio of the Group for the period in 2016 was 1.0 (1H
2015: 1.1).

Due mainly to erosion of the average selling price of certain products of the
Group under intense price competition, the total sales of the Group decreased
by approximately by 1% to around US$32.9 million (1H 2015: US$33.4 million).
The reduction in total sales, compounded by a change in the product mix, has
resulted in a decrease of the gross margin by 4.2 percentage points to 31.7%
(TH 2015: 35.9%). Accordingly, the gross profit of the Group for the period was
US$10.4 million (1H 2015: US$12.0 million), decreased by 13% year-on-year.

Costs and Expenses

The Group has remained vigilant in controlling its expenses but as a
technology company, it is committed to investing in product R&D and business
development. The Group's total expenses, including product R&D costs,
S&D expenses and administrative expenses (inclusive of US$1.4 million
of severance and long service expenses), were US$17.6 million (1H 2015:
US$14.7 million).

The Group remained selective in its product R&D spending. Its product R&D

costs were US$9.6 million (1H 2015: US$8.9 million), up US$0.7 million.
Product R&D expenses to sales ratio was 29.2% (1H 2015: 26.8%).

S&D expenses increased slightly to US$1.7 million (1H 2015: US$1.4 million).
S&D expenses to sales ratio was 5.3% (1H 2015: 4.2%).
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Administrative expenses were US$6.3 million, increased by US$1.9 million
compared with US$4.4 million in TH 2015. The increase was mainly attributed
to one-off severance and long service expenses of US$1.4 million as a result
of the organizational realignment to focus on products with higher long-term
value and to drive greater efficiency under the Group's customer-oriented
strategy.

Finance Income — Net

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$1.3 million (1H 2015; US$1.4
million).

Given the poor market sentiment amid economic uncertainty, a loss on
disposal of certain financial assets of US$0.6 million (1H 2015 gain: 0.7
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 as at the reporting date. The FVTPL Portfolio
as at balance sheet date was pursuant to the mark-to-market prices as at 30
June 2016 and a net unrealized loss of US$0.7 million (1H 2015 net unrealized
gain: US$1.4 million) was recorded, resulted mainly from the fair value loss of
equity securities.

As a result, the Group recorded a breakeven net income of US$0.1 million (1H
2015: US$3.6 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 monthly review teleconferences with individual
external portfolio managers and holds monthly internal review meetings to
evaluate and monitor the investment performance. Over 80% of the FVTPL
was under external professional portfolio management as at 30 June 2016.

The Group maintains a well-diversified investment portfolio to minimize any
financial risks (including market risk, foreign exchange risk and price risk). As
at the balance sheet date, 38% (31 December 2015: 38%), 38% (31 December
2015: 35%) and 24% (31 December 2015: 27%) of the FVTPL Portfolio was
marketable bonds, marketable funds and equity securities respectively. During
the period under review, over 70% of the FVTPL Portfolio was invested in the
Asia Pacific market, with the rest in the US, European and other markets. The
Group, alongside with external professional portfolio management, held more
than 150 individual marketable bonds and equity securities.
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MANAGEMENT DISCUSSION AND ANALYSIS feontinued
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With the FVTPL Portfolio maintained as of 30 June 2016, the Group expects a
stable stream of interest income to be sustained. As at 31 July 2016 and the
Latest Practicable Date, the fair values of the FVTPL Portfolio were up from the
fair values as at 30 June 2016 by no less than approximately 3%. The change
in fair values was primarily driven by the overall stabilizing market subsequent
to 30 June 2016.

More details of FVTPL of the Group are set out in note 4 to the condensed
consolidated interim financial information.

Net Profit and Loss

The decrease in gross profit and the increase in expenses due to organization
realignment, together with the net unrealizable fair value loss from FVTPL
which offset most of the financial income, the pretax loss for the six months
ended 30 June 2016 was US$6.8 million (1H 2015 profit: US$0.9 million).

Furthermore, there was a reversal of US$0.4 million for a provision of Hong
Kong income tax. Accordingly, the loss attributable to the equity holders of the
Company for the six months ended 30 June 2016 was US$6.4 million (1H 2015
profit: US$0.9 million).

The Board resolved not to declare an interim dividend for the six months
ended 30 June 2016.

Liquidity and Financial Resources

Total cash and cash equivalents and bank deposits of the Group were US$22.0
million as at 30 June 2016, a reduction of US$4.1 million, compared to
US$26.1 million as at 31 December 2015. Cash and cash equivalents and bank
deposits of the Group were mainly denominated in US dollar and Renminbi.

Net cash used in operating activities during the period was US$2.8 million
(TH 2015: US$6.1 million). The cash outflow in operating activities was mainly
due to the net loss before income tax of US$6.8 million and the increase in
working capital, which comprised net of receivables, inventories and payables,
amounted to US$3.5 million.

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 2016, the Group had no
major borrowing other than the US$0.2 million in a mortgage loan, which was
denominated in New Taiwan dollars for the purchase of an office property in
Hsinchu, Taiwan. The Group’s cash balance was mainly invested in various
deposits in banks.
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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 1H 2016, capital expenditure of the Group was US$0.1 million (1H 2015:
US$0.7 million), of which the majority was related to the Group’s purchase of
equipment.

As at 30 June 2016, there was US$0.1 million capital expenditure contracted
but not provided for. As at 31 December 2015, there was no material capital
expenditure contracted but not provided for.

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

BUSINESS REVIEW AND OUTLOOK

BUSINESS REVIEW

During the first half of 2016, the Group has implemented a customer-oriented
strategy aiming to streamline and optimize resources, and to focus on products
with a higher long-term value. The Group's operations have been realigned
into two business units, namely Main Display and Advanced Display. The
Advanced Display business unit focuses primarily on providing solutions
to display devices manufacturers, especially PMOLED and bistable display
products for battery-operated applications. The Main Display business unit
provides touch control and driver solutions for major LCD panel manufacturers.

During the period under review, the Group recorded a substantial increase in
unit shipments by around 92% year-on-year for its mobile display ICs under
the Main Display business unit. This was mainly attributable to its new touch
display driver IC (TDDI). The unit shipments of PMOLED display driver ICs and
bistable display driver ICs under the Advanced Display business unit also
achieved a 12% increase year-on-year. Nonetheless, as the unit shipments of
the Group’s large panel display driver ICs under the Main Display business unit
dropped significantly by 76% mainly because of reduced customer demand,
the total unit shipments of the Group was up slightly by around 2% year-on-
year to approximately 84.4 million units (TH 2015: 82.7 million units). The total
sales of the Group were adversely affected by erosion of the average selling
price to register a decrease of approximately 1% to around US$32.9 million.
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The Group's unit shipments by business unit during the period under review
were as follows:

AEEROBEMARESETEDNEREENT :

1H 2016 TH 2015* Change
Units Shipped (million) HEE(5EH) 2016 ¥ 5 2015 47 4 2015
Advanced Display TR 64.1 57.2 +12% 1316
Main Display IRETR 20.3 25.5 -20% 54.1
— Mobile Display IC —%HBETIC 16.3 85 +92%
— Large Display Driver IC — RAEERERE)ZRIC 4.0 17.0 ~76%
Total Gt 84.4 82.7 +2% 185.7

*

* PECRAREESRENNEMRENREMEHAR

Advanced Display

The Advanced Display business unit includes PMOLED display and lighting
products, as well as bistable products. The growth momentum of the
Advanced Display business during 2015 has carried forward to the period
under review. The total unit shipments of Advanced Display products
recorded an increase of approximately 12% year-on-year to 64.1 million units
(1H 2015: 57.2 million units).

The Group's PMOLED display driver ICs have achieved a number of design-
wins with world-renowned wearable health and fitness devices. Bistable
Display solutions have achieved design-wins for ESLs, and its segment-type
EPD solutions have garnered design-wins for applications covering portable
health trackers, medical devices and kids' smartphones.

During the period under review, the Group has extended its product portfolio
with 8 new solutions developed to capitalize on the growing needs for color
support, higher resolution, greater power efficiency, lower production cost,
etc.

The Group has also developed a single-chip OLED lighting driver controller IC
ready for design-in. It enables ultra-slim form factor designs, greater power
efficiency, and smooth dimming control and brightness transition.

Main Display

The Main Display business unit provides maobile display ICs, including
integrated touch control and driver ICs targeting smart mobile devices; as
well as LCD display driver ICs for large-display products, including TVs,
monitors, notebooks, tablet PCs, etc.

During the period under review, the total unit shipments of the Main Display
products were approximately 20.3 million units (TH 2015: 25.5 million units),
around 20% decrease year-on-year. This was mainly due to a significant
reduction in the unit shipments of large display driver ICs.
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Mobile Display ICs

The unit shipments of the mobile display ICs during the period under review
were approximately 16.3 million units (1H 2015: 8.5 million units), a significant
increase of around 92% year-on-year, mainly attributed to the Group’s new
touch display driver IC (TDDI) for FWVGA In-Cell panels.

TDDI integrates touch sensing and display drivers for optimal touch and
display performance. TDDI adoption is a technology trend and has become
a de facto standard for high-end smart devices. The Group has started mass
production of its TDDI for FWVGA panels, and has also developed a new TDDI
for FHD LTPS In-Cell panels. The Group's new TFT driver IC targeting FHD 1GZ0
LCD panels for narrow bezel smartphones has started to undergo qualification
by a major customer.

The Group has commenced shipment of its MIPI bridge ICs for the virtual
reality devices of a key international brand during the review period. The
Group has continued to develop new MIPI bridge ICs supporting displays with
higher resolution, higher speed and lower power consumption.

Large Display Driver ICs

The unit shipments of the Company’s large panel TFT display driver ICs
registered a major decrease of 76% year-on-year to around 4.0 million units (1H
2015: 17.0 million units). This was due mainly to the reduction in demand from
the Company’s major customer. New products’ design-wins were also slow to
contribute to the unit shipments.

The Group's new IC for UHD TV and FHD notebooks have been undergoing
qualification by the major customer.

OUTLOOK

Worldwide LCD and OLED production capacity is expected to grow
significantly in the coming two years, especially in China. Accompanying this
expansion is an increase in demand for TDDI and display driver ICs. The Group,
with its new competitive products and new customer penetration efforts, has
good opportunities to grow under such favorable market conditions.

Advanced Display

The Group’s PMOLED display driver ICs are expected to see mild growth,
underpinned by the panel manufacturing capacity expansion of the industry. In
addition, the Group has been developing new PMOLED products to address the
growing trends of full color display, larger display size, enhanced functional
features and power efficiency, as well as component miniaturization.

BEa&ETIC

REESA - BHBETRICNNEENM63B R (20155 £
FFBSABM) RFELAON% BRIBREAEHE
& FRRA FWVGA P iR = 1R 6 ¥ 8% B8R BE ) 231C (TDD)I)

TODIE & MBI B M BUR R B 2% - R BURERBIE KRBT
KB - RADEXAREBE  RRHEEEENER
T o REBEBPAWWGAERETIDIE MR EE - LA
= BLTPS R I #R B 2 AR T0DI - AEERAREER
REF A2 RI51620 LCDERMATFTERBIZRIC - CSh—&E
EEPRIGETEERRE -

REBEHRA - ARECHAR - EXZRRRENERE
RERRERMBEOMPIEEIC - AEBREER A ER
BREE  EREEREENFEE RSN HMMPHERC -

X BB FIC
RABABRERTTERRERICHNESHFHBE &
76%ZH40E B (20155 L¥F - 1708 8H) - TERE
BARBEERPHTR TR - ARNHERRNG S
REWE - REEHHEREL BB

AEESERHER k2R FECABMNGHBTED
7 i-g

BCHEIBEPETEERE

RE

ZIRICD R OLEDERE TR E AR RMF AL - LHEREF
BIRVEERE - BEZERLIZ AN - HITDDIMBRBRE)ZRICHI T KN
KREE N - REBRHEABRF NOHER LEGDRN
R EENOTSRETEESHBAAER -

EEBET
BEE/TNMERERLIER - A% B APMOLEDEE R SR E)22IC
FEET ARG R o hoh - REE FFHEFHPMOLEDE
o AREEHEERT  EARTERSE BN LE
BINE - URMAME IS E PRI FER -

RPIRHE  20164F R iR 33



MANAGEMENT DISCUSSION AND ANALYSIS feontinued

SR EREI YOI )

The applications of the bistable display have been expanding, given its
advantages of low power consumption and high readability. The Group has
developed new bistable display driver ICs to address the growing demands
for multi-color support, higher resolution, larger panel size, better power
efficiency, and lower production cost. With the onset of the Internet of Things
(IoT) era, strong growth potential is anticipated for smart handheld devices,
including smart cards, mobile health trackers, smart home devices, etc. Thus
the Group expects to see growth momentum from new applications and new
key customers in this segment.

With regard to OLED lighting, the Group's newly-launched driver IC is expected
to start design-in during the second half of 2016.

Main Display

The demand for TDDI for FWVGA panels remains strong in the near term.
The Group’s new TDDI for FHD panels is expected to start pilot shipment at
the start of the second half of 2016. FHD TDDI should become a mainstream
product in the coming two years, and the Group expects substantial shipment
growth from this segment. The Group is starting to develop more TDDI
products to support different resolutions.

For virtual reality applications, the Group’s new MIPI bridge IC supporting
UHD is expected to be launched in second half of 2016. The Group is also
developing more products for virtual reality devices.

For large LCD displays, the Group’s new driver ICs for UHD TV and FHD TV
may start mass production in the second half of 2016 upon completion of
qualification by the customer. The Group is also introducing new drivers for
notebook and monitor applications in the second half of 2016. The Group is
expecting good growth of its large display driver ICs, given the design-wins
achieved by new products, new customer development and expansion of the
market.

Looking ahead, the Group will strive to capture the growth opportunities
upcoming by capitalizing on the high growth application segments, developing
more competitive new products and enhancing new customer penetration
and market penetration. In addition, the Group will also continue to explore
opportunities for strategic investment aiming to further broaden its customer
base and enhance competitiveness to boost growth.
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PRODUCT DEVELOPMENT

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
invested approximately US$9.6 million on R&D, representing about 55% of
total expenses and 29% of sales.

A number of innovative solutions have been developed or under development
during the past six months. During the period under review, the Group has
filed more than 10 patent applications in different jurisdictions. The Group has
successfully obtained two patents, one for touch scheme and the other for
display scheme.

The Group’s R&D team possesses leading-edge domain expertise in various
areas to enable fast fulfilment of customers’ sophisticated specifications. The
Group has adopted advanced wafer technologies to address the challenges of
increasingly higher resolution and lower power consumption requirements in
mobile consumer end products.

HUMAN RESOURCES

As of 30 June 2016, the Group had a total workforce of 382 (431 as of 31
December 2015) employees, of whom about 62% engaged in product R&D
engineering work. The reduction in total workforce was a result of the
organizational realignment to focus on products with a higher long-term value
and to drive greater efficiency under the Group's customer-oriented strategy.
About 51% of the workforce were based at the Hong Kong headquarters, with
the rest located in China, Japan, Singapore and Taiwan.

As a technology company relying on intellectual property and professional
excellence, we highly value our human resources. To reward and retain talent,
the Group offers competitive remuneration to employees and constantly
provides them with training and career development programs and a first-rate
working environment to ensure they enjoy and remain fulfilled in their work
and contribute their best efforts to its success.
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DIRECTORS' INTERESTS
EE 5

As at 30 June 2016, 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 as follows:

R2016F6H30R @ FEFERTHREHMAAR AR EARH
FEE(TERESFREAEE) ORG XAABRN P EEE
R RIESFOEXVER EIR2MEREAR A BT EMNEL A
b SARE MBI AZESETESR ZNRETAA
AN RERFER ARINT

Ordinary shares in the Company as at 30 June 2016

201656 AR A D TS ER

% of the issued

Number of share capital
Numberof  share options of the Company
shares held held @ Iy NS
Position FERE  FEERE Total BET
AR 2B £ st BRABD
Independent Non-executive Directors Y JEETES
Leung Heung Ying RFH Long 2% - 1,600,000 1,600,000 0.06%
Sheu Wei Fu R Long 7% - 1,600,000 1,600,000 0.06%
Yiu Tin Chong, Joseph SN Long #E#s 2,000,000 2,400,000 4,400,000 0.18%
Non-executive Directors FHITES
Li Rongxin T Long # 25 - - _ _
Li Jun Fig Long #25 - - _ _
Zhao Guiwu HER Long #& %% - - - -
Executive Directors HITES
Yeh Tsuei Chi EF5 Long # %5 2,292,000t 15,000,000 17,292,0001 0.70%
Lo Wai Ming EEH Long #é % 33,572,179 - 33,572,179 1.36%
Notes: BitsE

(i)

(ii)

(iii)

(iv)

36

Share options granted under the 2013 Share Option Scheme with more details on
pages 39 to 41.

Shares of the Company awarded to Dr. Yeh Tsuei Chi (“Dr. Yeh”) on 18 January 2016
are subject to vesting conditions. The shares have not vested as at 30 June 2016 and
also the date of this interim report.

Share options of the Company granted to Dr. Yeh on 11 January 2016 are subject to
vesting and accordingly, are not exercisable as at 30 June 2016 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 38.

Solomon Systech (International) Limited  Interim Report 2016

(i

(i}

(iii)

(iv)

ZERBRBRIE0BIET S (FIERF0NE) R
FRE -

R2016F1 8RR TFEETBHL((EFL ) 2 AR RREN SR
BN - ZARZ 2016556 308 RATERE R HARE -

R201651 AN B R FEBL 2 AR RBRENFBIEE - Kt
ZERARAIER 2016576 A 308 AR HITRE B M AR AT{THE -

R R BEIE R —IRE R B TR T A REA
W HEU2HERE [ TR



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 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 arrangements
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.

B EXATIREESN - RBAERRRE - EERTHER (2
BREZEBRFREBEATHFROMERAIERT
FATEARIESFOA T R B A BB AR R R EARROAE 2 I fn
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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 2016, 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.

RIBESFOEXVEEBKREFEN T ZREELEMATR -
R2016F6A308 - AAREEMNE T EERRMNERZ R
wE (BIRARAR B BITIRAEAS I L) - 25
B A LEXBEBROAARESRITBETESIAIN o

Ordinary shares in the Company as at 30 June 2016
201656 A30 B AR AN EBR

% of the issued
Number of share capital
share options of the Company
Number of held NN
Name of shareholder Capacity Position shares held Fris B e Total 2ET
RE£HE 5t REHR  FEROHE 'k @i RABAH
Huada Semiconductor Co., Ltd Beneficial owner Long #E% 706,066,000 - 706,066,000 28.5%r
ERLEREBNAA BHEBA
China Electronics Corporation ! Interest of controlled corporation  Long 4% 706,066,000 - 706,066,000 28.5%!
HEETEEEXSERRAA  FEHEEENER
Leung Kwong Wai Beneficial owner Long & 122,200,308 1,600,000 123,800,308 5.00%
2ER BREBA
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 17,292,000 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 these represent
approximately 0.7% of the issued share capital in the Company as at 30 June 2016
and the date of this interim report. The said shares and share options have not vested
and, accordingly are not exercisable as at 30 June 2016 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 723,358,000 shares of the Company,
representing approximately 29.2% of the then issued share capital of the Company (on
the assumption that no further shares will be issued or repurchased by the Company).

As at 30 June 2016, Dr. Leung Kwong Wai held shares of certain subsidiaries
of the Company solely for the purpose of ensuring that each relevant
subsidiary has more than one member.

Saved as disclosed above, as at 30 June 2016, 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 as 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.

The subscription price of share option shall be determined by the Board at its
absolute discretion in accordance with the terms of the 2013 Share Option
Scheme. The subscription price in respect of any particular option shall be
no less than the higher of (a) the closing price of the Shares as stated in the
daily quotations sheet issued by the Stock Exchange on the date of grant;
(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; and (c) the nominal value of a Share on the Date
of Grant.

The total number of share options available for issue upon exercise of all
share options to be granted under the 2013 Share Option Scheme as at the
date of this interim report is 208,380,235, representing 8.4% of the issued
shares of the Company.
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SHARE QPTION SCHEME (continued)
BT el

Details of the share options outstanding as at 30 June 2016 under the 2013 201656 A 30 A BB 201388 IR I AT 2135 i < BE AR BRI FE 1B

Share Option Scheme are as follows: N
Number of share options (in thousand units) Exercise period
BREHA (UTu5t) it
Held on Granted Forfeited Held on Exercise
1 January during during 30 June price
016 theperiod the period 2016 HKS
165 iy H 165 e Grant date Begins Ends
1B1B%E 2R BHE G6ANAHE BT RHAH B &R
Independent Non-executive Directors
BUkHES
Leung Heung Ying 800 - - 800 0.3% 9 October 2014 20ctober 2015 29 September 2017
PERS MUEI0AIA M5E10A28 0175F9A9A
800 - - 800 0315 2 October 2015 3October 2016 28 September 2018
WI5510A28 16510A3A WI8EIABA
1,600 - - 1,600
Sheu Wei Fu 800 - - 800 0.3% 9 0ctober 2014 20ctober 2015 29 September 2017
R WIHF10A9A WI5F10A28 WIFIABE
800 - - 800 0315 2 October 2015 30ctober 2016 28 September 2018
WI5E10A28 W16510A3A WI8EIABE
1,600 - - 1,600
YiuTin Chong, Joseph 800 - - 800 0.345 4 October 2013 10ctober 2014~ 30 September 2016
N WIFFI0 AR WHFI0A1R 201659A308
800 - - 800 0.3% 9 October 2014 20ctober 2015 29 September 2017
N14F10A9H N15F10A28 N17FIABH
800 - - 800 0315 2 October 2015 30ctober 2016 28 September 2018
WI5E10A28 16510A3A WI8EIABA
2,400 - - 2,400
Subtotal
NGt 5,600 - - 5,600
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Number of share options (in thousand units) Exercise period

BREZE CATfus) s
Held on Granted Forfeited Held on Exercise
1 January during during 30 June price
216 theperiod the period 2016 HKS$
il [%:3 Hi R iyl [:3 e Grant date Begins Ends
1B1A%A 2R BHE G6ANEEA B RABH B £
Executive Directors
HTES
Yeh Tsuei Chi - 2500 - 2,500 0.369 11 January 2016 3 April 2017 29 March 2019
5% WEETANA WITELA3R W19%3A298
- 2500 - 2,500 0.369 2 January 2018 31 December 2019
N18%F1A2H 0195127318
- 2500 - 2500 0369 2 April 2018 31 March 2020
WI8E4R2A WNE3ANE
- 2500 - 2,500 0.369 2 January 2019 31 December 2020
0191728 WNE12R318
- 2500 - 2,500 0.369 1 April 2019 31 March 2021
019%F4R1H MNEIRNH
- 2500 - 2500 0369 2 January 2020 31 December 2021
WNE1R2A8 WNE12R3E
Subtotal - 15,000 - 15,000
Nt
Ex-directors 800 - - 800 0.345 4 Qctober 2013 10October 2014 30 September 2016
HES W13E1084R WIHENATR W16F9A0A
2,650 - - 2650 0.3% 9 October 2014 20ctober 2015 29 September 2017
WIUEINAIR WI5E10A28 WITE9IANAE
250 - (250) - 03% 9 October 2014 30ctober 2016 28 September 2018
WIHE0AIR WIBE10A38 01859A 288
1,600 - (800) 800 0315 2 Qctober 2015 30ctober 2016 28 September 2018
WI5E10A28 WI6E10A3A 01859A 285
Subtotal 52300 - (1,050) 4250
N
Senior management & employees 2,050 - - 2,050 0.3% 9 October 2014 20ctober 2015 29 September 2017
BREEERAT MAE10AIA N15E10A2A M7E9AA
1,250 - (150) 1,100 0.3% 9 October 2014 30ctober2016 28 September 2018
WI4E10A9A WI6E10A3A 018597285
350 - - 350 0.309 30 March 2015 1 April 2016 30 March 2018
N15E3A30H N16F4R1H N18F3ANA
350 - (250) 100 0309 30 March 2015 3 April 2017 29 March 2019
WI5E3RNA N1TE4R3A 19E3A0A
1,800 - - 1,800 0315 2 October 2015 30ctober2016 28 September 2018
WI5E10A28 WI6E10A3A 018597285
1,000 - - 1,000 0315 2 October 2015 20ctober 2017 30 September 2019
N15E10A28 M7TF0A2R 01959ANA
Subtotal
Nt 6,800 - (400) 6,400
Total
@t 17,700 15,000 (1,450) 31,250
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CORPORATE GOVERNANCE AND SUPPLEMENTARY INFORMATION

CEERNAEER

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 2016.

In compliance with Code Provision A.2.1 of the Code to separate the roles of
chairman and chief executive of the Company, on 4 January 2016, Dr. Leung
Kwong Wai (“Dr. Leung”), the then Chairman of the Board, CEO of the Group
and Managing Director of the Company, ceased to be CEO of the Group and
Managing Director of the Company, and Dr. Yeh Tsuei Chi (“Dr. Yeh") was
appointed as CEO of the Company. Moreover, Dr. Leung retired by rotation as
Director at the conclusion of the AGM on 7 June 2016, and Mr. Li Rongxin, a
Non-Executive Director of the Company, has been appointed as the Chairman
of the Board effective 7 June 2016, replacing Dr. Leung.

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 2016.

Other Changes about Directors

In accordance with Article 112 of the Company’s Articles of Association, Dr.
Leung and Mr. Cheung Wai Kuen, Kenny, retired by rotation as Directors at
the conclusion of the AGM on 7 June 2016. Dr. Leung was honored with the
title of Founder and Chairman Emeritus of the Company.

Mr. Li Rongxin, a Non-Executive Director of the Company, has been appointed
as the Chairman of the Board effective 7 June 2016, replacing Dr. Leung.

On top of being the CEO effective 4 January 2016, Dr. Yeh has been appointed
as the Executive Director of the Company effective 23 March 2016; and also
an authorised representative of the Company under Rule 3.05 of the Listing
Rules and an authorised representative of the Company for accepting service
of process or notice in Hong Kong under the Companies Ordinance (Chapter
622 of the Laws of Hong Kong) in replacement of Dr. Leung effective 7 June
2016. He was also appointed as the Chairman of the Investment Committee
under the Board.
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Mr. Lo Wai Ming has been appointed as an Executive Director of the Company
also effective 7 June 2016.

Mr. Leung Heung Ying ceased to be a member to the Listing Committee of
Stock Exchange on 8 July 2016.

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

2016.

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.

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 1H 2016,
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

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 23 August 2016.
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DEFINITIONS AND GLOSSARY

2013 Share Option Scheme  The share option scheme approved by shareholders for adoption at the annual general meeting held on 28 May
2013

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 an indirect substantial shareholder of the Company through its interests in
Huada

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

EPD 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

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

Huada

Huada Semiconductors Co. Ltd., a PRC company with limited liability to consolidate all IC businesses under CEC
group, is a substantial shareholder of the Company

IC

Integrated Circuit

IGZ0

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

Latest Practicable Date

18 August 2016, being the date of Audit Committee Meeting held prior to the date of this report

LCD

Liquid Crystal Display

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

LTPS Low Temperature Polysilicon, a technology for the manufacturing of TFT-LCD

MIPI Mabile 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)

USA/US United States of America

US$/USD US dollars

*%
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CORPORATE AND SHAREHOLDER INFORMATION
ARREBR AR

FINANCIAL CALENDAR

Financial Year End
31 December

Announcement of Interim Results
23 August 2016

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
2,477,102,351 (as at 30 June 2016)

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

46 Solomon Systech (International) Limited  Interim Report 2016

MEBRR

MBFEREE
124318

NCL R CE
201658 238

Bin L H R H

LR B R
EEMARPBRAAER
2004474 A8E

FRRMRR
2878

BEEEM
2,0000%

XHRE

BT

BRI’
2,477,102,351 (7201646 43081 )

B BREICRE

Royal Bank of Canada Trust Company (Cayman) Limited
4/F, Royal Bank House

24 Shedden Road, George Town

Grand Cayman KY1-1110

HEHS

FERMEBRERSE
BERFBELBRAR
B

SRRNERI8IR
EMF026E

E 4%  (852) 29801333

{EE : (852)28108185

3 www tricoris.com

B BT
BERAGEEEBA



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
Mrs. Fung Lui Kit Har, Keziah

FOUNDER AND CHAIRMAN EMERITUS
Dr. Leung Kwong Wai, JP

COMPANY SECRETARY

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

Vice President, Finance

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

EERA

niTE®
RESEL(TTEER)
EfHELE

FRITEE
FRERLE(EE)
FEEL

BIUFRTEE
RERESE
AFERE
RARWSEE

R
EEHEL
BERELL

KARBER
RERBL KFEL

KEWE
BERERL
FCMA, CGMA, FHKCPA, ACS, ACIS

BIBE —B75

REMRBRERE
N3y

i EERLE

B5E ¢ (852) 2207 1672

B85 :(852)2207 1372

EH : communication@solomon-systech.com

HMEE

B

A H
EREMER

R RERIT6E
E5E ¢ (852) 2207 1111
{EE : (852) 2267 0800

#Lk

www.solomon-systech.com

RPIRHE  20164F R iR

47



This 2016 Interim Report (bilingual version in English and Chinese) has been
posted on the Company 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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