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FINANCIAL HIGHLIGHTS

~ vl EBE
BB E
Unaudited
FEER
Six months ended 30 June
6830H16{EA
2012 2011
US$ million US$ million Change
BEXRT BEETL &
Sales HER 216 215 0.4%
Gross profit EH 116 89 30%
Gross profit margin (%) EFE (%) 422 325 97
percentage points
EERE
Profit/(loss) before the results of BREE AR RER
associated companies wkl/ (BR) 0.4 (5.1)
Net loss B85 (1.8) (52) (659%)
Basic loss per share (US cent) FRERERE(GEWD) (0.07) 0.21) (67%)
Book-to-bill ratio HER =l 11 11
Unaudited Audited
FREE K7
30 June 31 December
6830H 12A318
2012 2011
USS million US$ million
BEXT BEETL
Total assets BEE 129.2 1265 2%
Shareholders' funds PR 1155 174 (2%)
o Sales amounted to US$27.6 million . HEBRNEEETL
o Gross profit increased by 30% to US$11.6 million . TR EFA0% EN6EEET
o Gross profit margin increased by around 10 percentage points from . FE I 32.5% 5 N4 10 BB 2 B 42.2%

32.5% t0 42.2%

° Profit before the results of associated companies was US$0.4 million,
recovered from a loss of US$5.1 million for the six months ended 30
June 2011

° Net loss was US$1.8 million

° Basic loss per share was 0.07 US cent (0.58 HK cent)

o Book-to-bill ratio for the six months ended 30 June 2012 was 1.1

RELARABMENAABEET  HBZE201F

6ANBILEEANSI BEEELEETEEAR

BEFEAISAEET
FREREEA0.07 3=10(0.58 751l)
HZE2012F6 A0BIE6EANELSLERA
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FINANCIAL HIGHLIGHTS (continued)

B E ()

Sales (US$m)
HEHE (a0

60

40

1H2010 2H2010 1H2011 2H2011 1H2012

Net Profit / Loss (US$m) Basic Earnings / Loss Per Share (US cent)
M/ ERPE (s BREXRT/BER =)
14 0.6
04
7
0.2
0 l ' 0.0 l I '
-0.2
-7
-0.4
-14 -0.6
1H2010 2H2010 1H2011 2H2011 1H2012 1H2010 2H2010 1H2011 2H2011 1H2012
Note: FifsE
(i) Basic earnings/loss per share calculation is based on the weighted average (i) SREARH/BRRREERRG IEFIEHE -

number of shares for the period.

(i)~ Allthe numbers presented in the charts are unaudited. (ii BRITHOIESTHREER
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Interim Dividend

The directors of Solomon Systech (International) Limited resolved not to
declare any interim dividend for the six months ended 30 June 2012.

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 2012 together with the
comparative figures for the corresponding period as follows.

R R

Solomon Systech (International) Limited () 2 EFfIRER T RE =
201246 A30 B1E6 AR ERE -

RRARIR

ADANEERAS A > ARRAIREMBAR (GBI AEEDE
Z012F6ANAULEANKRERRGATHERBER LFE
RSO ERFEMT

2P 2012 s 3



CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT

BRGeFHER

For the six months ended 30 June 2012

HE201266A30R81L61EA
Unaudited
FEEL
Six months ended 30 June
68 30H16EA
2012 2011
Note US$'000 US$' 000
(o FTExT FER
Sales HER 6 27,569 27 454
Cost of sales SHEMA 7 (15,942) (18,534)
Gross profit E7 ‘ 11,627 8,920
Research and development costs SN 7 (7,067) (8,348)
Selling and distribution expenses HERDEFAY 7 (1,508) (1,759)
Administrative expenses TS 7 (4,501) 4,130)
Other income Hg A 70 49
(1,379) (5,268)
Finance income — net BEWAN—F58 8 1,824 153
445 (5,115)
Share of results (include fair value change EEBENRAE
of derivatives) of associated companies (BTTHETI AR TFENES) 9 (2,269) (64)
Loss before income tax BRI EE (1,824) (5179)
Income tax Friti 10 (2) (2)
Loss attributable to the equity holders RARERBAA
of the Company EILEE (1,826) (5,181)
Loss per share attributable to the AR RE AEGR
equity holders of the Company: GREE -
(expressed in US cent per share) (AL - BRESN) 11
—Basic N (0.07) (0.21)
— Diluted —#E (0.07) (021)
Dividend e 12 - -

The notes on pages 10 to 33 form an integral part of this condensed consolidated interim financial information.

F10 ERENMEAAEREZA P RYHEER AR -

Solomon Systech (International) Limited
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME
RGP HEERARE

For the six months ended 30 June 2012

BZE201246 308161
Unaudited
REEY
Six months ended 30 June
6A30HIL6EA
2012 2011
US$'000 US$' 000
FTET =
Loss for the period HAEE (1,826) (5,181)
Other comprehensive loss for the period: HREMZARY
~ Currency translation differences — N = (105) (341)
Total comprehensive loss attributable to ANalERSE AN
the equity holders of the Company FHEEBSH (1,931) (5,522)

The notes on pages 10 to 33 form an integral part of this condensed consolidated interim financial information.

FOERENMEAKRMALA BRI EEHNBRES? -

SRR 2012 RIS 5



CONDENSED CONSOLIDATED INTERIM BALANCE SHEET
BHGETHEERER

As at 30 June 2012
R2012F6 7308
Unaudited Audited
FEEY =
30 June 31 December
H6A30H M2 B31H
2012 2011
Note US$' 000 US$'000
BiisE FERT FE
ASSETS ZE
Non-current assets FRBEE
Prepaid operating lease BEERER 13 1,238 1,253
Property, plant and equipment ME - R RRAE 4,921 5,904
Investments in associated companies REEEARIIE 5,706 7533
Available-for-sale financial assets AHNENKEE 2,506 2,506
Investment in derivatives related to an BEREERFIR
associated company fTETA 14 - 442
14,311 17,638
Current assets ROEE
Inventories TE 6,567 7,087
Trade and other receivables JRE MR B EL At Mk 15 14,412 9,358
Financial assets at fair value BRBEURMATEEBN
through profit or loss B EE 40,348 20,139
Other financial assets HiBi & E - 2,476
Pledged bank deposits BEBRRITER 130 130
Short-term fixed deposits REE TR 7410 17,976
Cash and cash equivalents ReRBR2EED 45914 51,660
114,781 108,826
Total assets HEE 129,152 126,464
EQUITY e
Capital and reserves attributable to FORHRIIEAES
the equity holders of the Company BER iR
Share capital A 16 31,658 31,658
Reserves {1
Own shares held A H R Gn (129) (167)
Others Hith 83,991 85,927
Total equity B 115,520 117,418

6 Solomon Systech (International) Limited ~ Interim Report 2012



Unaudited Audited

FEEY BB
30 June 31 December
R6A30H M12B31H
2012 2011
Note USS 000 Uss 000
BiE FET T=r
LIABILITIES =1
Non-current liabilities FRBRAR
Obligations under finance leases BMEMRERM 5 /
Bank loan RITER 526 572
Deferred income tax liabilities EERIEEE 50 50
h81 629
Current liabilities RBRR
Obligations under finance leases RERERT 5 7
Trade and other payables JERF R E AR 17 11,799 7,183
Financial liabilities at fair value through BRERNREATEEN
profit or loss BBaE 39 -
Bank loan TITEN 92 92
Deferred income ERGA 116 135
Income tax liabilities [EHHIEAE 1,000 1,000
13,051 8,417
Total liabilities HBAaE 13,632 9,046
Total equity and liabilities ERRAEES 129,152 126,464
Net current assets ROEESE 101,730 100,409
Total assets less current liabilities HEERTHAR 116,101 118,047

The notes on pages 10 to 33 form an integral part of this condensed consolidated interim financial information.

F10 ERENMEAXRERGADREHEEROARE -

SRR 2012 RIS 7



CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY
BRGEFHERZEDR

For the six months ended 30 June 2012

HE2012F6A30H161E7
Unaudited
R0
Attributable to the equity holders of the Company
FOTREREARY
Retained
Equity eamings/
compensation (Accumulated
Share Own Merger Exchange reserve losses)
Share capital premium ~ shares held reserve reserve REHE  Oerresene  REBH/  Totleqiy
k% ROER FEESRE AT ER G HHER RfbEE  (RHER) sia
USS 000 USS 000 USS 000 (S5 000 US§ 000 USS 000 (S5 000 US§ 000 USS 000
e e e e T3 e e T3 *
At January 2011 RONEIR1A 31619 82990 9 208 1419 16,5 Al 647 134961
Comprehensive loss 4] ]
Loss for the perod BrEiE - - - - - - - (5181) (i81)
Cumency translaton iffeences. ~~ SMEAEZSE - - - - (341 - - - 3]
Total comprehensive loss PEGREH - - - - ) - - (5,181) (522

Transactions with owners RE%XA
Shares issued from exercise BIREEEM

of share otions ESREOI) % % - - - - - - 107
Fouitycompensation i - - Y - - ] - 1 1
Total transactions RER A& % % 1 - - ] - 1 il

with owners
At30 June 2011 RUNEGANA 31658 83,058 (167) 208 1078 16400 0 (4646) 129693
At 1 January 2012 RONE1R1A 31,658 3,058 (167) 208 1186 16421 20 (17,056 17,418
Comprehensive loss 2EEH
Loss for the period BNER - - - - - - - (1826) (1.925)
Curency trangletion diferences ~ SNEREZE - - - - (105) - - - (105)
Total comprehensive loss EERA - - - - (105) = = (1826) (191)
Transactions with owners b ]

Fquity compensaton RAEREH = = ] = = B = (3%) B

Total transactions RER A8 = = 3 = = 3 - (39) 3
with owners

At30 June 2012 RUNEGANA 31,658 83,058 (129) 208 1,081 16,460 0 (18.920) 11552

The notes on pages 10 to 33 form an integral part of this condensed consolidated interim financial information.

F0ERANMTAKRMAL S PRI EENNBRL -
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CONDENSED CONSOLIDATED INTERIM CASH FLOW STATEMENT

BHRHGETHATRER

For the six months ended 30 June 2012

HBE201266 A30A1L61EA
Unaudited
FEER
Six months ended 30 June
6830H16fEA
2012 2011
US$' 000 US$'000
T =
Net cash generated from/{used in) operating activities REEHEL /(ER)NRSFE 281 (1.131)
Net cash generated from/[used in) investing activities BEESEL,/ (FR)HNEEFR (5,866) 14,295
Net cash generated from/(used in) financing activities BERHEL(FR)HEEFE (50) 31
Net increase/(decrease) in cash and cash equivalents BeRESSEDEM/ (L) (5.629) 13,195
Exchange differences on cash and cash equivalents BeRReEEMELES (117) 6
Cash and cash equivalents at 1 January RATBEEERESSED 51,660 51,102
Cash and cash equivalents at 30 June ReANBHRERASEEY 45914 64,303
Analysis of balances of cash and cash equivalents: ReRBeSEBM BB
—Bank balances and cash —RTEBRES 45914 64,303
The notes on pages 10 to 33 form an integral part of this condensed consolidated interim financial information.
F0EBENMTAAERGZAPHRTEERNAR DR -
SR 2012 RS 9



10

Solomon Systech (International) Limited and its subsidiaries are fabless
semiconductor companies specializing 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, smart
projectors and other smart devices including consumer electronics
products, portable devices, industrial appliances and green energy
applications such as LED lighting.

The Company was incorporated in the Cayman Islands on 21 November
2003 as an exempted company with limited liability under the
Companies Law, Cap.22 (Law 3 of 1961, as consolidated and revised)
of the Cayman Islands. 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 Special Administrative
Region 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 was approved for issue by the Board of
Directors on 21 August 2012.

This condensed consolidated interim financial information has not been
audited.

This condensed consolidated interim financial information for the
six months ended 30 June 2012 of the Group has been prepared in
accordance with HKAS 34 “Interim Financial Reporting”.

The Interim Financial Information should be read in conjunction with
the Company’s annual report for the year ended 31 December 2011,
which have been prepared in accordance with Hong Kong Financial
Reporting Standards.

Solomon Systech (International) Limited ~ Interim Report 2012

Solomon Systech (International) Limited &2 E K B A 7] & &
mEBYEERA MR ARKBEESBICER
DEGHRAFR HETEERSETHETH TS
R BEEVERENESEER  REEBETER
FEAKE TERRBRRREEFEADLIDRAE

O
am °

ARARNBFENANERBEHEHBSRREL LT
(191 FERS Biga REDERSEEAMK LR~
REREERRF o AAAMIERE I AP.0. Box
309, Ugland House, Grand Cayman, KY1-1104, Cayman Islands *
MAFBRATHRAMEENDIRBEFRRALBE
BHEEREARERIFOE -

ARARIENUFLIABEE  —BEEBABHAXHMER
RRERE ©

BRREREN WSHEBRATHEBERYUETE
28N - REBPGATHIKERER2012F8/218
EEESU AT -

AERGATRYBEMDRER -

REFEZ 201296 A30 8 (-618 A K EBE4R & B BB %
ERERED B ENE U5 R RE IR -

AP BT BERERERBE ST BREENFLMA
NAIEZE2011F12 A31 HIENFH—H5IE -



Accounting policies 3. EEEE

Except as described below, the accounting policies applied are BT BESN - BNATRA c @ B EHE 201112 A
consistent with those of the annual consolidated financial statements NBUEEZEENBRE -3 UVHERZTERGE
for the year ended 31 December 2011, as described in those annual BBmEP

consolidated financial statements.

Income tax expense is calculated based on management's best MEHERERBEEERH2EREAMNNETHEE
estimate of the weighted average annual income tax rate expected PGB R RERE R HRTEAERMEE -

for the full financial year applied to the profit before income tax of the
interim period.

(a) Amendments to standards effective in 2012 (a)  R2012FENMEELER
The Group has adopted the following amendments to standards AEEERMTIR2012F1 A1 BRBHAEE
that have been issued and are effective for the Group’s financial BEBEMRER B ELR

year commencing on 1 January 2012:

e HKAS 12 (Amendment) Deferred tax: Recovery of underlying assets

ERGENE 129 (BIE) BIERR - WEEREE
e HKFRS 1 (Amendment) First-time adoption of HKFRSs - severe hyperinflation and removal of fixed dates for

first-time adopters

ERMBIERANE 1RUEE) BREMEENHREEN - BEBRREE R E EFE B FHRER
e HKFRS 7 (Amendment) Disclosures - transfers of financial assets

BEMBHREENETREE) RESHE-BEUKEE
The adoption of the above amended HKFRS did not result in ER AT EEMRENYAER Y €5
substantial changes to the accounting policies of the Group and HENESANE  MEAHEANITHNLE
had no material effect on how the results and financial positions R ER BRI M2 BEREATE

for the current or prior accounting periods have been prepared
and presented.

2P 2012 s M



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)
BRGER R B ERN T (8

3. Accounting policies (continued) 3. EEBEE
(b) New, revised and amendments to standards (b)) BRENEFFEAERRANFERORE
that are not effective and have not been early Bl - fEET#N18 IE 28
adopted by the Group
The following new, revised and amendments to standards have THFAER - BRI AMEERERIE MM - BR 20125
been issued, but not effective for the financial year beginning 1 VAT EREMSTBFERRER  BASEN &
January 2012 and have not been early adopted by the Group: TRAIERAN :
Effective for annual
periods beginning
on or after
R REZ &
FEHREN
o HKAS 1 (Amendment) Presentation of items of other comprehensive income 1July 2012
BEGTERE 15 (BIE) FEE M 2 E A TIER 012F7/318
o HKAS 19 (Revised 2011) Employee benefits 1 January 2013
BEGEERE 195 2011183]) 8 T47 01351718
o HKAS 27 (Revised 2011) Separate financial statements 1 January 2013
BEGEERIE 275 (2011183]) BUIBHRK 013F1A18
o HKAS 28 (Hpvised 2011) Investments in associates and joint ventures 1 January 2013
BB GERIE 285 (2011183]) REERRRABARZERE 013F 1418
o HKAS 32 (Amendment) Offse{ting financial assets and financial liabilities 1 January 2014
ARG ERERNRETE) BB EERMBRENKE 01451418
o HKFRS 7 (Amendment) Disclosures - offsetting financial assets and financial liabilities 1 January 2013
BERMBmELEETH (ELE) REFE-MBEERMBARNEH 013F 17318
e HKFRS 9 ) Financial instruments 1 January 2015
BEHMBREEANE IR SRIA 01561718
e HKFRS 10 Consolidated financial statements 1 January 2013
if/’éﬁﬁ%iﬁiﬁﬁw 105% FenBRE 013F1A18
e HKFRS 11 ) Joint arrangements 1 January 2013
BB BRELERFE 115 HEIZHE 013F1 718
e HKFRS 12 Disclosure of interests in other entities 1 January 2013
E/’éﬁﬁ%:ﬁiiﬁﬁw 125% RERAMER 2 #5 013F1 418
e HKFRS 13 Fair value measurement 1 January 2013
BREIBRELERE135% NHEE 013F1A18
The Group has already commenced an assessment of the impact AEBDEFRRY F5 2 mER BT EE
of the above new, revised and amendments to standards but is AESTEI M - BRI ARBEZEMEL -« BAIH
not yet in a position to state whether these new, revised and BrEARTHEEXERTBRABRERY
amendments to standards would have a significant impact on its 2.

results of operations and financial position.

12 Solomon Systech (International) Limited ~ Interim Report 2012
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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.

(a) Market risk

(i)

(ii)

Foreign exchange risk

The Group operates internationally and is exposed
to foreign exchange risk arising from various
currency exposures, primarily with respect to the
HKD. Foreign exchange risk arises from future
commercial transactions, recognized assets
and liabilities and net investments in foreign
operations. Part of the FVTPL are in foreign
currencies.

Since the HKD is pegged to the USD, the
management considered that the Group does not
have any material foreign exchange exposure in
this regard.

Price risk

The Group is exposed to price risk because
investments held by the Group are classified on
the condensed consolidated interim balance sheet
as FVTPL. The Group is not exposed to commodity
price risk. To manage its price risk arising from
investments in financial instruments, the Group
diversifies its portfolio or invests in fixed income
financial assets with low volatility or high turnover
blue chips with good dividend yield.

The Group's investments in equity-linked deposits
in the previous financial year also expose the
Group to equity securities price risk as their fair
values are mainly linked to the share prices of
the underlying shares traded in Hong Kong stock
market. There is no more investment in equity-
linked deposits outstanding as at 30 June 2012.

41

R RBRER
ARERARBAARERTRANMBERR : &
SAR(BENMERBRMNERRR)  FERR -
RBETEBMRLRERAFENEER -

(a) TWIRRE

(i)  SHERE
AEBLEBEEER  AXEEE
BHEEMHNERR  ERKREE
REBT - SMERBRERBETTH
HERS BRAGHNEBMEE
MEEmMESE o 205 FVTPLIRLASNE
BB -

RETERXTHNE TEEARA
SEIERBASD -

(i) EHEE
AEERZERER  BAAEE
RAERNRERDEAGREATH
BEBERPZNVIPL AEEL S
ERREBERZRR AEBREER
ERemIA LEEZERER
REBABRTRAMNBEMEERIEE
REBRECHETKZAEEE

FRBRENSEENESES -

AEEFHRENEBRF DN E
BEFMAZRAESERRR
REQAFEIREERERETS
R HHRRERE D - 10201256 A
A BRAEEARFEHBHRTHK
ZEHERRE -
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Financial risk factors (continued)

(a)

(b)

Market risk (continued)

(ii)  Price risk (continued)
The investments in available-for-sale financial
assets are exposed to price risk. All the available-
for-sale financial assets held by the Group do not
have quoted market prices in any active markets
and are stated at cost less impairment. The price
risk is therefore reflected in the impairment loss.

Credit risk

Customers of the Group are mainly well-known
distributors and manufacturers with sound financial
background. In addition, the Group has policies in place
to ensure that sales of products are made to customers
with appropriate credit days and within their respective
credit limits.

Credit risk is managed on a group basis. Credit risk arises
from cash and cash equivalents, and deposits with banks,
as well as credit exposures to customers, including
outstanding receivables. Deposits are only placed with
reputable banks. For credit exposures to customers,
Group management assesses the credit quality of the
customer, taking into account its financial position, past
experience and other factors.

The maximum exposure to credit risk at the balance
sheet date is the carrying value of the trade and
other receivables. The Group has been monitoring the
receivables aging closely. As at 30 June 2012, past due
amount if measured strictly against the credit terms
offered accounted for 27% (31 December 2011: 36%) of
total trade receivables. As at 30 June 2012, US$147,000
(31 December 2011: US$153,000) trade receivables was
impaired and provided for.

Solomon Systech (International) Limited ~ Interim Report 2012
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MERBER(E)

(a)

(b)

TR (E)

(i)  EREEE(E)
AEEMAHEEMBEEBER
R - AARERFEH 2 G
EMBEEREEMERT SR
B AUARAAGREBEZT
F ik ER AR R ERBE T AR -

ERRR
AEENEFPIERARRMBERND
HRERRER - I ARECHE—ER
EBER BREXNEEEEHREESR
RHETEP -

FERBRNEATARE - FERRES
REERATEEY  MBOER - FE
SETAREPNEERR  SREKM
REBMFE - FRAEFHRBERFH
BiT- EREPWNEE AKENERE
EEREPZHMBMRN - BALRIEM
RENAHERPZEEER -

FENR R R E M AR B RAEE A
BRZEERR - AEBEZEERELRR
2B R012F6A0R - B2 EY
IR BT 2% 20 ENRANE
36%) ° FA2012F6 A30H » 147,000 T 2
JENCREAERE R B (201 F12A31A
153,000 7T) °
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Financial risk factors (continued)

(c)

(d)

Liquidity risk

Prudent liquidity risk management adopted by the Group
implies maintaining sufficient cash and the availability of
funding through an adequate amount of committed credit
facilities. Due to the dynamic nature of the underlying
businesses, the Group aims to maintain flexibility in
funding by keeping committed credit lines available.

Cash flow and fair value interest rate risk

Except for the cash and cash equivalents, bank deposits,
other financial assets and certain bonds and notes
classified as FVTPL, the Group has no other significant
interest-bearing assets or liabilities.

The majority of the FVTPL investments are bonds issued
at fixed interest rates which expose the Group to fair
value interest rate risk.

Other financial assets as at 31 December 2011 consist
of structured deposits, which are linked to foreign
currencies. The structured deposits are issued at fixed
interest rates which expose the Group to fair value
interest rate risk. There is no investment in other financial
assets as at 30 June 2012.

The investments in available-for-sale financial assets and
FVTPL as at 30 June 2012 did not have material interest
rate risk.

Since there is no significant borrowing in the Group and
the cash and cash equivalents and bank deposits are
under short maturity terms, the cash flow and fair value
interest rate risk is considered to be low.

41

RERRER(2)

(c)

(d)

wEE &R
AEERAERNTDESARER £
RRANAENEBRERANEAHRE
EREMESET ARFTEENEREY
HEEEX BREBNGBETHEB BN
AREERARRESRENEENL -

RenERAFENERMR
BRENEEEEY ROFR e
BEEMDBRNPLAEZ KRB &
SEYESATREERAR

KBS VIPLEVRE TIABEE R R &7 2 B
FLRREAZATENERR -

AEBERNMENANBNEGTBEEE
BEENEROMBR TS - ZEEE
BERAETENEET  AEFBAZRF
BN EER - R201266 8308 BRE
REBREMIEEE -

BERAHEEERNKEE RVIPLA
201266 A0 B EERFRER -

ARAEETEEAEE  UARRERR
EBEVMRTERORBERGRER
B YRERENDTENEERRER
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued
YA B AR 3 ()

4.

16

Financial risk management (continued)

4.

4.2

4.3

Solomon Systech (International) Limited

Capital risk management

The Group's objectives when managing capital are to safeguard
the Group's ability to continue as a going concern in order
to provide returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital structure to
reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group
may adjust the amount of dividends paid to shareholders, return
capital to shareholders or repurchase shares.

During the six months ended 30 June 2012, the Group had no
material borrowing. The reduction in shareholders’ funds was
mainly due to the loss for the period.

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:

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

J 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).

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 was the current bid price.
These instruments were included in level 1.

Interim Report 2012

RERpEE

4.2

43

il

BeRREE
AREERESNARARRAKEREZEN
REDBTRRLMETEMARE  LHTR
ENESEBUREESKA -

REBIHEESAER  ASETREAREN
BREZeH REESTREIEERD -

HE2012F6A30BL6EAR  REFWEEKX
BE - BREEZAVTERRZHANEE

A Btk
AEENERTAEZRENBERBRFUAY
B EWIR NI A HER ENBRIDBERE :

o F1ER-ARBEXABNEETENR
EBRERE)

o FIBR-BRERRZIELANHEN T
ER(AER) KRR (EIRERITE)BE
HEEFRENBAER

o BIBW-FRUBERNTIHRHBNEER
BROBABH(FTBEENBAER) -

ARERMSRINERTIANAFEERE
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ERERRERRETER S - AREREOH
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4.3 Fair value estimation (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. If all significant inputs required to fair value an
instrument are observable, the instrument is included in level 2.

If one or more of the significant inputs is not based on
observable market data, the instrument is included in level 3.

The fair value of financial instruments is established by using
advanced financial valuation technique by the reputable
financial institutions. Valuation technique can range from simple
discounted cash flow analysis to complex pricing model such as
Binomial Option Pricing Model, Monte Carlo Simulation Method,
Black-Scholes Option Pricing Model, etc.

The carrying values less impairment provision of trade
receivables, other financial assets, cash, payables and bank
loans approximate their fair values.

43

LFEMERE
TERRTHRZINERMIA(N - TEBRHH
BEZTR)NATERARMENERETE - Z5Hh
EREEEERABRE TEEE YR ED
KHERBERNGE - MABNBAENZEAE
B WETADBERELER -

M—ERZBRIBHAERLFERTEROT
BHE WRTANSEREIER -

BEENSBBERALENMBBETERETE
ERMIANATE  RETZIRBENRSR
EMFRIEROETBERL N _AARETER
A R RERRE HRR-HHNABEEE
BAE -

R EMBEEE R BARRRTE
FEORE @RS ERRE  BEQATERE -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)
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Critical accounting estimates and judgements
Estimates and judgements are continually evaluated and are based on

historical experience and other factors, including expectations of future

events that are believed to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future.

The resulting accounting estimates will, by definition, seldom equal

the related actual results. The estimates and assumptions that have

a significant risk of causing a material adjustment to the carrying

amounts of assets and liabilities within the next financial period are

addressed below.

5.1

5.2

53

Income tax

The Group is subject to income tax in several jurisdictions.
Significant judgement is required in determining the worldwide
provision for income tax. There are many transactions and
calculations for which the ultimate tax determination is
uncertain during the ordinary course of business. The Group
recognizes liabilities for anticipated tax audit issues based on
estimates of whether additional tax will be due. Where the final
tax outcome of these matters is different from the amounts that
were initially recorded, such differences will impact the income
tax provision and deferred tax assets and liabilities in the period
in which such determination is made.

Equity compensation

In determining the total expenses for the Group’s share-based
compensation plans, the Group estimates the number of share
options or shares that are expected to become exercisable or
vested at the date of grant. At each balance sheet date before
the share options/shares become fully exercisable/vested, the
Group will revise the total expenses where the number of share
options or shares that are expected to become exercisable or
vested is different from previously estimated.

Estimated impairment of investments in
associated companies

The Group tests annually whether goodwill has suffered any
impairment, in accordance with the accounting policy stated in
note 3.6 of the Company’s 2011 annual report. The recoverable
amounts of goodwill arising from acquisition of associated
companies have been determined based on the higher of fair
value less cost-to-sell or value-in-use calculations. These
calculations require the use of estimates.

Solomon Systech (International) Limited ~ Interim Report 2012
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5.4

5.5

5.6

Provision for impairment of trade receivables
The Group makes provision for impairment of trade receivables
based on an assessment of the recoverability of trade
receivables. Provisions are applied to trade receivables where
events or changes in circumstances indicate that the balances
may not be collectible. The identification of impairment requires
the use of judgement and estimates. Where the expectation
is different from the original estimate, such difference will
impact the carrying value of trade receivables and provision for
impaired receivables in the period in which such estimate has
been changed.

Provision for obsolete or slow moving
inventories

The Group makes provision for obsolete or slow moving
inventories based on consideration of obsolescence of raw
materials and work in progress and the net realizable value of
finished goods. The identification of inventory obsolescence and
estimated selling price in the ordinary course of business require
the use of judgement and estimates. Where the expectation is
different from the original estimate, such difference will impact
the carrying value of inventory and impairment provision in the
period in which such estimate has been changed.

Provision for impairment of intangible assets
held by associated companies

The Groups makes provision for impairment of intangible assets
held by associated companies based on the consideration of
the recoverable amount. The determination of the recoverable
amount requires the use of judgement and estimate.

5.5

5.6

My o O
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)
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Segment information

The Group has been 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, smart
projectors and other smart devices including consumer electronics
products, portable devices, industrial appliances and green energy
applications such as LED lighting.

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 director and senior management led by the Group CEO
(Managing Director). The executive director 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$27,569,000 and US$27,454,000 for the
six months ended 30 June 2012 and 2011 respectively.

The Company is domiciled in Hong Kong. The Group mainly
operates in Hong Kong. The sales of the Group were mainly from
customers located in Hong Kong, Taiwan, Europe and China.

SR

REBER AEBEERERH RERHEEESFIC
EQREGBRASTR HEIEARSESRETFH &
HER DHERVERAMBSEER BEEBETE
o BEARE  TERRERIRREITER LD R

m e

FM

AEE-EEE-2ENMEE DR FMERHEE
EHECREGBRTR

AEERREERKEARETRAR(EERLER)E
BETMRTESNERERE - WITESNRREE
ERNARENSREUFEXRELIEER - EEE
ENZERERTEEND]S

(a) SHEE
HE0NFEN201FCANBICAR  HEED
71l 427,569,000 70 & 27,454,000 E 7T °

RRRMFEBLRES - AEBETBREBE
EHEH  ASEBEBTBRALEE &
BN R BB -

Unaudited
REER
Six months ended 30 June
6A30HIL6EAR

2012 201
US$'000 US$' 000
FERT T
Hong Kong BE 7,083 9,375
Taiwan aig 4,960 5,423
Europe G 4,880 3,754
China H 4,252 1,075
Korea 4| 2,048 4,465
South East Asia RRG 2,254 1,147
Japan PN 9 1617
USA EH 817 460
Others Hith 304 138
21,569 27454

Sales are classified based on the places/countries in which
customers are located.
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(b) Total assets

(h) ®RE

Unaudited Audited

30 June 31 December

FEEY BB

6A30H 127318

2012 2011

US$' 000 US$' 000

£ FET

Hong Kong o 101,562 98,850
China H 16,367 13,925
USA EJE 5,092 7438
Taiwan ag 4,803 5,288
Others Hity 1,328 963
129,152 126,464

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

BERBBEENMEL TN - At BIER

comprise Japan and South East Asia. AREMTD o
(c) Capital expenditures ) ZEEEX
Unaudited
KRBT
Six months ended 30 June
6A30HL6MEA
Prepaid operating lease Property, plant and equipment
AAEEER wE  BEREE

2012 2011 2012 2011
US$'000 US$' 000 US$' 000 US$'000
FHRT FER TR FEL
Hong Kong N - - 78 313
China f - 36 161 109
South East Asia R - - - 126
- 36 239 548

Capital expenditures are listed based on where the assets are

located.

BARXRRBEENMAEILT A -

SPRE 2012 ER RS
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)
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Expenses by nature 1. BHEEIFHRX
Expenses included in cost of sales, research and development costs, DREEHERE MARFEXRE  HERSHHERAXH
selling and distribution expenses and administrative expenses are THRAXARREZATIT
analyzed as follows:
Unaudited
REER
Six months ended 30 June
6A30HIE6MER
2012 2011
US$'000 US$' 000
FET FTE=r
Cost of inventories sold EHFERA 16,866 17,784
Product engineering costs EmIEA 1,081 1,643
Provision for /{write-back of provision for) BEF BT S AE /([25)
obsolete or slow moving inventories (1,236) 819
Amortization of the prepaid operating lease BERNCERER 15 12
Depreciation of owned property, plant and equipment BB - RRRENITE 1,224 1373
Depreciation of leased property, plant and equipment ~ THEE - HE LR ENNE 3 3
Operating leases for land and buildings THREFHEETE 648 686
Employee benefit expenses EERFRZ(REESHE)
(including Directors” emoluments):
— Equity compensation - AR RN 33 147
— Non-equity compensation - A R SR 8,541 9,483
Net exchange gain B 5 Uiras (32) (597)
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8. Finance income — net 8. KBEKA-BHE

Unaudited
FEEH
Six months ended 30 June
68 30RL6MEA
2012 2011
US$' 000 US$ 000
TET =T
Gain on disposal of FVTPL & FVTPL A Y ed 23 1
Interest income FEWA 714 539
Dividend income REMA 167 152
Unrealizable gain or loss from financial assets/ BBBEARBATEENIEEE,/
liabilities at fair value through profit or loss: BEAERMEE:
— Fair value gain of financial assets —IBEEN T ERE 1,220 155
—Fair value loss of financial assets - EENDNTERR (2n) (840)
—Fair value loss of financial liabilities -IBaENRTERBE (39) -
Interest element of finance leases BMERENF S MH - (1
Interest expense of bank loan POIEROFEZH (6) (6)
Others Hith 16 153
1,824 153

To enhance the yield of the cash and cash equivalents, the Group ATREEARELEEYHNRE  AEERLGHNEEE
TEEERFITREAERRBRER -ZITRMEHESE
CEHERRENABEE - ZRIINMREB012F3ARIRE
Vo R2012F6A30H - BR LRI 10% EHERENEREDL
RE - RERN 161,000 F TRABREBRGERBBERRER
REERREWA  SERBZREZRIREEATISEREA
166,000 TLAE R 2 N FEFEMNE ©

has set aside approximately US$20 million of the cash and appointed
bankers for advisory services on investing in a portfolio of marketable
fixed income type of financial assets. The portfolios have been built
since early March 2012. As at 30 June 2012, almost 100% of the
intended investment amounts were invested. During the period, an
income of US$161,000 was recognized as realized finance income and
a net unrealized fair value gain of US$166,000 was recorded as a result
of the net increase in mark-to-market price of the portfolio assets as at
the balance sheet date to the condensed consolidated interim income
statement.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)
R AR 7 & o H BT 7% B BB A (4

9.  Share of results of associated companies 9. EEBRELRRES
Unaudited
FEEE
Six months ended 30 June
6A30BL6EA
2012 2011
USS' 000 USS 000
FEr TEx
Loss of associated companies =W/ ﬂEﬂE 1,821 64
Unrealizable fair value loss on derivatives RERNE s ERERNTETA
related to an associated company AERANTEER 442 -
2,269 64
10. Income tax 10. FB#R
Hong Kong income tax has been provided at the rate of 16.5% (2011: %Sl’é‘ﬁﬁ EREARBERH R 16.5% (2011  16.5% )5 & » M/&4h
16.5%) while overseas income tax has been provided at the rates of FERABEREENEEMERR ZEAHERTE
taxation prevailing in the countries in which the Group operates. No REEREZE2012FK2011F6 A30 8 1E61EA W &G
provision for Hong Kong income tax has been made as the Group has JEEBE R B AT S ERBE
no estimated assessable profits for the six months ended 30 June 2012
and 2011.
Unaudited
FEER
Six months ended 30 June
6FA30RL6MEA
2012 2011
US$'000 US$' 000
FET T=x
Current income tax : REAFTEHL
~ Hong Kong )
— Overseas - g5
Deferred income tax EIEFRER = -
2 2
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11. Loss per share

(a)

(b)

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
of US$1,826,000 (2011: US$5,181,000) and the weighted
average number of 2,454,575,820 (2011: 2,450,862,633) ordinary
shares in issue excluding own shares held during the current
period.

Diluted loss per share

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 ordinary shares after adjusting
for the effects of all dilutive potential ordinary shares including
allocated but excluding unallocated own shares held during the
periods.

During the six months ended 30 June 2012 and 2011, the
conversion of all dilutive share options outstanding and inclusion
of allocated own shares held would have an anti-dilutive effect
on the loss per share. Hence, there was no dilutive effect on the
calculation of the diluted loss per share in both periods.

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

1. BREE

(a)

(b)

SREFER
SREABERBBEALANERBEEARGLA
S8 7 K518 1,826,000 5 70(2011:5,181,000 F 70 ) A
HANBEBRTERR(TREMSRFRG ) NET
¥9802,454,575,820 % (2011:2,450,862,633 B ) ;T & o

BhEEER
BREEERENRBEARANERFEARER
SEBEBRCHBAMAEABIFENELLE
R(BEDESRERANREDRZAHES R
DIEHERR 2 EBITMEFOEBREGHE -

R2012F % 201146 A30 B IE61E A - ST
B TRTARSPENRBERENLEDES
BeAHAGRORTESREEERTEER
BEyE Al UEHEMANGRESES
ERKEETE -

MEFHERRBENOEEEHTIRMT :

Unaudited
KEEE
Six months ended 30 June
6A30HILE6MER
Number of shares
Bn&E
2012 2011
Weighted average number of BETINETY
ordinary shares in issue LimAr AR E 2,454,575,820 2,450,862,633
Allocated own shares held under IRIERR 0 £ BN AT 8 -
Share Award Scheme BN A SRR 1,202,319 1,642,853
Adjusted weighted average number of ordinary  FR{Est I EEIBMFAEE
shares for diluted loss per share calculation P49 & BAR ALK 2,455,778,139 2,452,505,486
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)
R AR 7 & o H BT 7% B BB A (4

12. Dividend 12 KR
No dividend related to the year ended 31 December 2011 was declared MRS ASRIENEMEREZEWNFNANEF
or paid during the period. In addition, the Board resolved not to declare FIlEzRE - EZQMARTEREE2012F6 A30A 1L
any interim dividend for the six months ended 30 June 2012. 6{E AT EHRE
13. Prepaid operating lease 13. BEMAESHER
Unaudited Unaudited
FEFE REEZ
2012 2011
US$'000 US$ 000
FET FTEr
At 1 January ®1A1H
Cost A 1219 1,185
Accumulated amortization EE i (26) -
Net book amount REFE 1,253 1,185
Six months ended 30 June 6A30HLL6MEA
Opening net book amount AR SE 1,253 1,185
Additions il - 36
Amortization B (15) (12)
Exchange differences EH AR - 24
Closing net book amount HIRERE S E 1,238 1,233
At 30 June 68 30H
Cost %N 1,219 1,245
Accumulated amortization Rt (41) (12)
Net book amount FEFE 1,238 1233
14. Investment in derivatives related to an associated 14, BERRELFMMTEIR
company
Unaudited Unaudited
FEEX REEZ
2012 2011
US$'000 US$' 000
FERT TEr
At 1 January ®1A1H 442 -
Unrealizable fair value loss on derivatives RENHEARIMNITETR
related to an associated company (Note 9) REBRLNTEBE (9 (442) -
At30 June REA30H = -
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15. Trade and other receivables 15. FEMERR K MR
Unaudited Audited
FEEY R
30 June 31 December
6A30H 2R3 H
2012 2011
US$' 000 US$'000
Fxx T=r
Trade receivables JE sk 9,854 6,492
Provision for impairment REREE (147) (153)
Trade receivables — net FEUTER - 588 9,707 6,339
Receivables from related parties BB AR 1,695 57
Deposits, prepayments and other receivables e R R E RS 2,908 2,860
Prepayments to related parties iEATENT 102 102
14,412 9,358

As at 30 June 2012, the Group's trade receivables from corporate

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

R2012F6A0B  AEBHCERFZEREREESE
ZHNBZ0H - BERBRERGABEBBHRER

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

Unaudited Audited
FREE &%
30 June 31 December
6A30H 12A31H
2012 2011
US$ 000 US$'000
FET TErx
Current ENHR 7,093 4,074
1-30days TH-30H 2,408 1,806
31- 60 days 31H-60H 123 449
61-90 days 61H-90H 6 10
91- 180 days 9H-180H 71 -
181- 365 days 181H-365H - -
2,614 2,265
9,707 6.339

As at 30 June 2012, trade receivables of US$2,614,000 (31 December 2011:
US$2,265,000) were considered past due if measured strictly against
the credit terms offered. The majority of the overdue sum was not
impaired since most of the overdue sum has been settled after the
balance sheet date.

As at 30 June 2012, US$147,000 (31 December 2011: US$153,000) of
trade receivables were impaired and provided for.

R2012F6A30H - BERIEUWUFTGET 2 EESAE @
HA 7 e WK 52,614,000 3 7T (2011 46 12 A 31 B + 2,265,000
ETT) e AHDZERBARYW 2 FELKIERE - BZH
BHARR FEREE ARBUGE

72012466 A 30 B + 147,000 7T 2 & U 3R B 1 I (B 70
B0 E12A318 : 153000%E7T) ©
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)
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4 B

16.

17.

28

Share capital 16. B&#F
Unaudited Audited
FEEY EIL
2012 2011
Number Number
of shares US$'000 of shares US$' 000
Bn&E FET i ] T=x
Authorized: EIE
Ordinary shares of HK$0.10 each BREEETHLBER 5,000,000,000 64,433 5,000,000,000 64,433
Issued and fully paid: BEITREAR:
At 1 January wMA1H 2,456,302,351 31,658 2,453,302,351 31,619
Exercise of share options TR e - - 3,000,000 39
At 30 June 2012 and 201266 A30R
31 December 2011 M2 E12R31H 2,456,302,351 31,658 2,456,302,351 31,658
Trade and other payables 17. BARREMERSR
Unaudited Audited
FEEY REZ
30 June 31 December
6A30H 1ANAH
2012 2011
US$ 000 US$' 000
FEx TEx
Trade payables RE 7,050 4114
Payables to related parties BEAN TN 131 -
Accrued expenses and other payables JEETF S R E A FERTFR 4,602 2,863
Accrued expenses and other payables to related parties B8 A+ FEHBI S & L fERT X 10 206
11,799 7,183

At 30 June 2012, the ageing analysis of trade payables based on

overdue days is as follows:

201296 A30F @ ENZABHBRMNERIITOT

Unaudited Audited

RRER REZ

30 June 31 December

6A30H 12ANAH

2012 201

US$'000 US$' 000

FEX FERT

Current BIER 6,406 3,434
1-30 days 1H-30H 349 673
31-60 days 31H-60H 172 2
61-90 days 61H-90H 7 -
Over 90 days ##iB90H 116 5
1,050 4114

Solomon Systech (International) Limited
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18. Equity compensation scheme

(a)

The Share Option Scheme

The Company adopted the Share Option Scheme at an
extraordinary general meeting held on 25 February 2004 and a
meeting of the Board on 19 March 2004 under which options
may be granted to subscribe for the Company’s shares. The
terms of the Scheme are in accordance with the provisions of
the Chapter 17 of the Listing Rules on the Stock Exchange.

Movements in the number of share options outstanding and
their related exercise prices for the six months ended 30 June
2012 are as follows:

18.

BREESEMTD

(a)

RBR TR
RATDHEMHD BN 200452 5250 RTHERE
BRAELRANMEIAIAETHESEES
ZERERBRETE - Bt AR EBREN
RERRARND  ZE BN KGR RERE AL
TARRE 1T EREX -

HARITEBRERBEE 2012956 4308 H61@A
MEHRAFBITEENHNOT

Unaudited

KEE

Movement during the period

Lila 4 )]

Number of share options (in thousand units)

MR E (LT frst)

Exercise price Held at

per share Held at 30 June 2012

HKS 1 January 2012 a5
Grant date BRITER a2 Exercised Lapsed 6A30A Expiry date
AR BT 1R18#HH BT BEXRHN 2] L]
7 February 2007 1.4300 2,220 - (2,220) - 31 March 2012
2001 2A78H 201293431 H
13 July 2009 0.6320 11,000 - (11,000) - 30 June 2012
20097 A 13 H 201296 H30H
28 June 2010 0.6200 12,000 - - 12,000 30 June 2013
201046 428 H 201396 H30H
30 September 2011 0.1634 9,600 - - 9,600 30 September 2014
2011F9IA30H 2014F9H30H

34,820 - (13,220) 21,600

During the period, 2,220,000 share options granted on 7
February 2007 with an exercise price of HK$1.43 per share were
lapsed on 31 March 2012. Moreover, 11,000,000 share options
granted on 13 July 2009 with an exercise price of HK$0.6320
per share were also lapsed on 30 June 2012.

The Company has been using the Black-Scholes Valuation
Model to value the share options granted. There has been no
share option granted for the six months ended 30 June 2012 and
2011.

HRP - 52200762 A7 B #92,220,000 8 17 (B
AERIBETZEREERNNZEIANAR
e BHN - FR200947 A 13 B 11,000,000 B
TEERTR06320F T2 BRENN 201256 A
0RKH -

ADRFBfRRE - HEBEREIEEFE
DRHOERE - 522012 % 201146 5308 116
EA  ERETABRERS -
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18. Equity compensation scheme (continued)

30

(b) The Share Award Plan

The Share Award Plan was adopted by the Company at an
extraordinary general meeting held on 25 February 2004 and
a meeting of the Board on 19 March 2004 with an initial pool
of 46,223,520 shares held by HSBC Institutional Trust Services
(Asia) Limited as trustee for the benefit of the directors and
employees.

Under the terms and conditions of the grant, 40% of the shares
will be vested 1 year from the grant date and the remaining 60%
will be vested 2 years from the grant date. The pool of shares
brought forward at the time of listing of the Company has been
allocated to grantees.

At 30 June 2012, the number of shares allocated but remained
unvested under the Trustee for Directors and employees of the
Group was 200,000 while the total number of shares held by the
Trustee was 1,532,520.

Shares held by the Trustee under the Share Award Plan are

18.

B EMEE

(b)

iy

B {77 58 Bh &t &)

A% 47 B2 =t 8172 2004 4 2 B 25 B 47 B AR SR 45 B
AEEARBRN2000FIA19RBES SR
Mg 12 46,223 520 Ak 13 - EAHSBC Institutional
Trust Services (Asia) Limited AZFEA S5
X AAESRES -

RIBBIAE T 5 28 ARV RS BRI - 40% BRI
REAME—FHE - MERT60% XK HAH
BMERE - ARF LHERRD ZB SRR
BHTHRNEDEEAIRA -

R012F6A0A  ERTEZTRARENER
MD BB 2200000 MEFEARANRHEE
Rt 7 1,632.520 % -

RN AN ZBE BN ZROET

listed below:

Unaudited

FEER

Number of shares
S E
2012 2011

At 1 January ®1A1R 1,967,520 3,543,520
Shares vested during the period REREBNRH (444,000 (1,576,000)
At 30 June R6A30H 1,523,520 1,967,520

There was no share of the Company provisionally awarded to
employees of the Group pursuant to Share Award Plan for the
six months ended 30 June 2012.

The Group has been using HKFRS 2 to account for the equity
compensation expenses of the shares granted at fair value at
the date of grant.
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19. Commitments

(a)

(b)

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

19. %%

(a) WHKiE

REEABAGNBARASHT -

follows:
Unaudited Audited
REEY &%
30 June 31 December
6A30H 12H318
2012 2011
US$'000 US$' 000
FET FEx
Approved but not contracted for BHABREEESL 1,313 1313
Contracted but not provided for EHEEAOERERE 911 968

Operating lease commitments - the Group as
lessee
The future aggregate minimum lease payments under non-

(b) HEEHRRE-FREZREA

RETAMELEHESE  RRRERSARIE

cancelable leases are as follows: NN
Unaudited Audited
FREE B
30 June 31 December
6A30H 1ANAH
2012 2011
US$'000 US$' 000
FET FEx
Not later than 1 year TR —F 1,001 785
Later than 1 year and not later than 5 years BE—F BIBBLEF 1,719 408
2,720 1,193
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)
Rira P HIMBE NI (8

4 B

20.

32

Related parties transactions
The Company understands that China Electronics Corporation, a state-

owned information technology conglomerate under the administration

of the central government of the PRC, owns approximately 28% of

the issued shares of the Company during the period and is thus a

substantial shareholder of the Company. Transactions between the

Group and the subsidiaries or associates of CEC are regarded as

transactions with related parties.

The following transactions were carried out with related parties:

20.

AEALTRS
ARANETREEFEREXRBERDAREERE
RPETREFEENEAETEERMEXEE 1
HREBH 8% AR ZETRD  DARFZERK
R ARBECECHMBARIEBEANR HBREE
AERS -

UTRABBEALLZRS

Unaudited
FEEY
Six months ended 30 June
6A30HLL6{ER
2012 2011
US$' 000 US$'000
FExT FER
Sales: HE:
Subsidiary of CEC CECHMIE A Al 1,893 3N
Purchases: H#E:
Subsidiary of CEC CEC AP A 7] 19 2

The following period-end balances were arising from sales/purchases

AT RREY,/ RBOHERBBKORRER -

of goods/services:
Unaudited Audited
FEEW B
30 June 31 December
6A30H 1ANAH
2012 2011
Note US$'000 US$' 000
BisE FTERT FET
Receivables from related parties: BB A TR
Subsidiaries of CEC CECHIP B Al 15 1,695 57
Prepayments to related parties: BEATEN
Subsidiaries of CEC CECHIPR BN 7] 15 102 102
Payables to related parties: BEATEN
Subsidiaries of CEC CECAIPR BT 17 1317 —
Accrued expenses and other payables BE AT EAFY
to related parties: R E MR -
Subsidiaries of CEC CECHIF B AR 17 10 206

Solomon Systech (International) Limited

Interim Report 2012



On 16 August 2012, SSL entered into the Agreement with GT-
BJ pursuant to which SSL conditionally agreed to sell and GT-BJ
conditionally agreed to acquire the entire 100% ownership of SSBJ
at a consideration of CNY41,460,000 (equivalent to approximately
US$6,500,000). Completion of the Disposal is conditional upon the
satisfactory receipt of the total Consideration in cash within 14 days
from the Agreement date and in any cases no later than 45 days
from the Announcement date. If the conditions precedent have not
been fulfilled within 45 days from the Announcement date or such
later date as further agreed by both parties to the Agreement, the
Agreement shall be terminated and the parties shall not be bound to
proceed with the Disposal except for any antecedent breaches of the
Agreement. Upon completion of the Disposal, SSBJ will no longer be
treated as a subsidiary of the Group and its financial results will cease
to be consolidated into the consolidated financial statements of the
Company. The Board believes that the Disposal will not give rise to any
material effects on the assets and liabilities and the income statement
of the Group. The Group will continue its display business activities in
Beijing and PRC through its established offices and sales netwark.

R201268 168 - SSLEIE REI A% —AlHaE - B
I SSLEAKRHRELE Mt REAEARKERENR
FESSBY 100% 2 #Bik1n » (LER 41,460,000 T AR (FEE
FA#16,500000%7T) « HEFEZ ERKAFREEZERR
MWARSKEFAERL T MEFERAEBASARSH T
RPEI2ERENE - WEREZBRHLBN(FHE
NEFRBREZLBEBE) MARER DRGNS - Bl
ERW MAHFBBEETHERE  BAMNERD
BERAEE BRI - RIEEZETHKE  SSBIETE
BRATEEMBEAR  MERBEESTEREAA
AZRERENAHAR ESSAGLERETSY
SENEE BERERRAEANYE - KEEER
BRERYCHEFRRBEEBENERNTEERELE
RER o
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TO THE BOARD OF DIRECTORS OF

SOLOMON SYSTECH (INTERNATIONAL) LIMITED
(incorporated in the Cayman Islands with limited liability)

o
jul
NZ"
r«

We have reviewed the interim financial information set out on pages 4 to 33, 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 2012 and the related interim
condensed consolidated statements of income, comprehensive income, changes in equity and cash flows for the six-month period then ended, and
a summary of significant accounting policies and other explanatory notes. The Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited require the preparation of a report on interim financial information to be in compliance with the relevant provisions thereof and
Hong Kong Accounting Standard 34 “Interim Financial Reporting” issued by the Hong Kong Institute of Certified Public Accountants. The directors
of the Company are responsible for the preparation and presentation of this interim financial information in accordance with Hong Kong Accounting
Standard 34 “Interim Financial Reporting”. Our responsibility is to express a conclusion on this interim financial information based on our review and
to report our conclusion solely to you, as a body, in accordance with our agreed terms of engagement and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents of this report.

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

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

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 21 August 2012

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

EREHB RN

FINANCIAL REVIEW

Overview

For the six months ended 30 June 2012, the Group's sales were US$27.6
million (1H 2011: US$27.5 million), increased by 0.4% year-on-year. The
overall market demand was not strong in TH 2012 due to a cautious economic
outlook for 2012.

Sales and Gross Profit

The Group recorded a 17.6% year-on-year increase in the blended ASP of its
products despite a 15% year-on-year decrease in shipment quantity due to the
sluggish market demand. The increase in the blended ASP was attributed to a
change of product mix which included more new products with higher ASP.

Gross profit of the Group was US$11.6 million, up by 30% year-on-year (1H
2011: US$8.9 million) as a result of significant improvement of gross profit
margin by close to 10 percentage points to 42.2% for the period from 32.5% in
the first half of 2011. The increase was mainly due to a higher percentage of
products with higher profit margin contributions, and also the US$1.2 million
written on for slow moving inventory with full provision made in prior years,
which represented 4.5 percentage points of the Group's sales. The Group has
redoubled its efforts to improve its manufacturing productivity through product
yield improvement and full utilization of its own manufacturing assets.

Costs and Expenses

The Group has remained vigilant in controlling its expenses. The Group's total
expenses, including R&D costs, S&D expenses and administrative expenses,
were US$13.1 million, down by US$1.1 million, representing a decrease of 8%.

The Group continued to invest in R&D and business development, and
remained selective in its R&D spending. Its R&D costs were US$7.1million,
down 15% year-on-year.

S&D expenses were lowered by 14% from US$1.8 million in the 1H of 2011 to
US$1.5 million in the current period.

Administrative expenses were US$4.5 million, increased by US$0.4 million
compared with US$4.1 million in TH 2011. The delta was mainly resulted
from the exchange gain of US$0.6 million which reduced the administrative
expenses in TH 2011.

Other Income and Finance Income - Net

During the period under review, the Group recorded an interest income of
US$0.7 million as well as dividends and other income of US$0.2 million from
FVTPL, totaling US$0.9 million (TH 2011: US$0.7 million). In addition, a net
unrealized gain of US$0.9 million (1H 2011 loss: US$0.7 million) was recorded
from the investment in the FVTPL portfolio as at 30 June 2012.
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The Group managed to attain a breakeven position for the period ended
30 June 2012 with a profit of US$0.4 million from core businesses before
the results of associated companies (1H 2011: loss US$5.1 million). Having
taken into account the US$2.3 million loss resulted from sharing the results
of associated companies, the Group recorded a net loss attributable to the
Company’s equity holders of US$1.8 million (1H 2011: US$5.2 million).

The Board resolved not to declare any interim dividend for the six months
ended 30 June 2012.

Total cash and cash equivalents and bank deposits of the Group amounted to
US$53.3 million as at 30 June 2012, compared to US$72.1 million (including
other financial assets) as at 31 December 2011. The change in cash position
was mainly a result of engaging bankers to help enhancing the yield of cash
on hand through investment in marketable fixed income type of financial
assets. A corresponding increase of FVTPL by approximately US$20 million
should be noted. Net cash generated from operating activities during the
period was US$0.3 million (1H 2011: net cash used in operating activities
of US$1.1 million). The change was mainly a result of a slight decrease of
US$0.2 million in working capital.

Regarding the use of cash reserves, the Group will continue to allocate funds
for product development, securing production capacity, strengthening its
infrastructure in mainland China to broaden its customer base and capture
market and sales opportunities, entering into strategic corporate ventures
and meeting general corporate operational purposes. As at 30 June 2012, the
Group had no major borrowing other than the US$0.6 million in a mortgage
loan for the purchase of an office property in Hsinchu, Taiwan. The Group's
cash balance was mainly invested in various deposits.

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

In the 1H of 2012, capital expenditure of the Group was US$0.2 million, of
which the majority was related to the Group’s purchase of equipment in Hong
Kong and China.

As at 30 June 2012, there was US$1.3 million capital expenditure approved
but not contracted for and US$0.9 million capital expenditure contracted but
not provided for in respect of the building construction in Beijing, China.

Aside from the aforesaid, the Group had no other material capital commitment
or contingent liability.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

BEEEN W AT (E)

BUSINESS PERFORMANCE AND
OUTLOOK

Business Performance

The global economic slowdown in the 2H of 2011 has carried over into the
1H of 2012, which has greatly undermined consumer confidence. The market
demand in Q1 of 2012 was sluggish in particular owing to the need to deplete
the excess inventory accumulated in Q4 last year. The growth momentum
in Q2 of 2012 was weighed down to some extent by the cautious economic
outlook which led to a weakened demand from customers.

Despite the challenging market conditions, the Group’s total sales revenue
during the period was US$27.6 million, an increase of 0.4% from the same
period last year, even though the unit shipments saw a year-on-year decrease
of 15% to approximately 46.0 million units. This was attributed to the Group’s
strategy of focusing on innovative smart products from the start of 2012 which
effectively raised the blended average selling price of the Groups” products.

REOWRRE

REOE

WELFFNRFBETENNETHFNRD - ERFEN
B RKITETHEEBED - SFE-FOMETIRS  HilE
ERTEREHCEFENFRENEERSE - HELERER
REEEREFPHFRES  —ERELERT0NFE_FH
BR®S -

BATRRRRE  NEERFTHRTREL6BEN
BREESSHNEHEREVIAEEL REFRPER
04% - EXBABREEENNFEETRRANCHEER  BX
RRTEMNEASTFHER -

PRODUCT SHIPMENT (BY BUSINESS UNIT)
ERfER (BREET)

Units Shipped fHEE 1H 2012 1H 2011 Change

(million) (BEH) M2EEE M LERE ] 201
Mobile Display BB 127 186 (31%) 327
Advanced Display TERR 26.7 338 (21%) 634
Large Display RAET 36 - 100% -
Display System Solution BLREGRARE 28 14 105% 3.0
Green Power RIREEIR 0.2 0.2 (19%) 03
Total HE 46.0 54.0 (15%) 99.4
Mobile Display BOET

The key products of the Mobile Display business unit include LCD driver ICs,
high speed display interface controllers and capacitive touch panel controller
Cs.

During the period, there was a rising demand for the Group's high resolution
TFT driver ICs and high speed display interface controllers. The Group closely
collaborated with world leading suppliers on design-in projects on new
products to capture the growing market. In addition, the Group launched a
number of high resolution TFT drivers ICs. The Group also secured design
wins for its capacitive touch panel driver ICs, including smartphones, tablets,
a touch keyboard as well as LED touch lighting solutions. The Group’s high
speed display interface controllers have been incorporated into a number
of the world’s top-tier smartphone models launched into the market, which
strengthened the Group's clientele and market outreach.
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The unit shipments of Mobile Display products during the period decreased
by approximately 31% to 12.7 million units (1H 2011: 18.6 million units)
due to declining demand for driver ICs supporting lower resolution (QVGA)
devices, and a shortage of panels for tablets which hampered the growth of
the Group's capacitive touch panel controller ICs. Considering the penetration
of the Mobile Display unit’s products into high-end value added applications
mentioned above, the Group sees growth potential once the unit’s shift of
focus to higher-growth high resolution smartphone and tablet applications is
fully completed.

The Advanced Display business unit includes OLED Display and New Display
product families which support OLED and e-paper display technologies,
respectively.

During the period, the e-paper display business saw a satisfactory growth
of 13% year-on-year, as the Group successfully secured a number of world-
leading electronic shelf label makers as customers and further ramped up
its e-paper display business. Apart from electronic shelf labels, the Group
continued to enrich its e-paper product portfolio. During the period, the Group
secured design wins from new customers and also for new applications, such
as smart watches and health care products.

Despite the strong growth in the e-paper display business, the overall
unit shipments of Advanced Display products decreased by about 21% to
approximately 26.7 million units year-on-year. This was mainly due to a
reduction in demand for PMOLED display driver ICs resulting from a shrinking
need for applications such as sub-displays of feature phones and MP3 players.
The Group has been exploring opportunities to diversify and extend further the
applications of PMOLED display ICs to boost growth.

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

The Group entered into a master agreement in March 2012 with Nanjing
CEC Panda LCD Technology Co., Ltd., an associate of CEC, the substantial
shareholder of the Group. The agreement is in relation to the sale of driver
ICs to Panda-LCD with volume shipment starting in April 2012. During the
period, a total of approximately 3.6 million units were shipped. The agreement
allowed the Group to enrich its customer portfolio and contribute to the sales
revenue.

The Display System Solution business unit delivers total system solutions that
can provide high quality image processing functions, multimedia solutions and
high-speed interfaces for mabile display devices.

R AR ERERGE (VA K EN BB REKER
BRREXED AR FRERFFER  FETASEEAAE
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PMOLED BB RSB BN = ER & A MF K BBE 2R - REEIE
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The unit shipments of the Display System Solution business unit surged 105%
to approximately 2.8 million units year-on-year. This was mainly attributed
to a strong growth in demand for the Group’s multimedia processors from
the pico-projector and pocket-projector market segments, as well as graphic
controllers for advanced 3D active shutter glasses.

The Group garnered additional design wins for display system solutions during
the period in pico-projector and pocket-projector applications, as well as
an education projector, a smart phone, a digital wireless recording monitor
system and a security system, further strengthening its customer portfolio
which had already included some of the world's leading brands.

The Group's position in the projector market segment has been further
enhanced as the Group jointly developed with The Hong Kong Applied Science
and Technology Research Institute the world’s first 3D dual-LCoS mini
projector. This proprietary product won the Best Lifestyle (Green, Healthy and
Creative Living) Gold Award at the Hong Kong ICT Awards in April 2012. This
award-winning projector which has incorporated the Group’s new multimedia
processor in the MagusCore™ family of SoC solutions is expected to be
officially launched into the market in the 2H of 2012.

For the smart TV business, C2, a Group-invested associated company, started
volume shipment of its SoC internet TV solutions during the period which will
continue to drive business growth.

The Green Power business unit focuses on providing energy-saving LED driver
ICs and LED power modules for LED lighting and LED backlighting applications.

During the period, the Group secured a number of design wins in LED power
modules for retrofit lighting, industrial lighting and smart lighting, which
further broadened its customer base in emerging market applications. The
Group’s LED power modules were incorporated into the products of some
world-leading brands in LED lighting.

The Green Power business unit shipped approximately 0.2 million units of
LED driver ICs and LED power modules during the period, a year-on-year
decrease of approximately 19%. The decrease was mainly caused by a delay
in unit shipments due to a need to change the specifications of dimmable LED
power modules to conform to new market requirements. On the other hand,
the Group's power LED modules for spotlight applications saw an increase in
demand.
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The Group's key strategy for 2012 is to focus on high-growth, high-demand
product applications including smartphones and tablets, smart TVs and smart
devices. The Group will continue to introduce more innovative, high quality
products and system solutions, and strive to strengthen their market outreach
to build success. As at 30 June 2012, the Group registered a backlog of orders
at around 27.8 million units for the 2H of 2012. With a book-to-bill ratio of
1.1 for the period, the Group sees potential for growth in the 2H of the year,
particularly in high resolution smartphone applications, smart projectors and
the e-paper display business. However, the Group is also cautious about the
possible impact of the highly volatile global economy, given the unresolved
sovereign debt and banking crises in Europe and the expected sluggish growth
in the USA.

To better capitalize on the growth potential of the smartphone and tablet
application markets, the Group has realigned internal resources to set up a
Mobile System Solution Centre. The MSSC comprises a team of dedicated
staff who provide customized field application engineering services and sales
support for smartphone and tablet customers. The goal is to enhance market
outreach and drive sales growth.

The Group is also working with leading display module makers to develop new
technologies and ICs for ultra high resolution displays and in-cell touch panels,
which support high-end smartphones and tablets.

The Group sees market potential in AMOLED display ICs. Thus it is
collaborating with leading panel makers in China to develop AMOLED display
ICs for smartphone applications, with a view to strengthening the Group's
position in the rapidly-growing China smartphone market.

The design wins with leading brands of smart projectors in 2011 and also in
the 1H of the year has laid a strong foundation for business, and the Group
expects to further ramp up its unit shipments as it extends its customer and
geographical reach. It also plans to further enrich its product offerings with 3D
display technology.

For the smart TV business, following C2's launch of the first smart TV into the
market, the Group expects continued outreach to other brands to enhance the
growth of this business.

Having secured a number of world-leading electronic shelf label makers as
customers, the Group is well-prepared to expand further into this growing
segment to capture the surging demand. It is launching new products targeting
high potential market segment of electronic shelf label applications, such as
warehouse management.
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As a global leader in the PMOLED display IC market, the Group continues to
diversify and extend the applications for its PMOLED display ICs to sustain
growth. The Group is working closely with clients on design-in projects for
smart healthcare devices, portable Wi-Fi routers and set-top boxes.

LED lighting is another key smart device market the Group aims to further
penetrate. In addition to ramping up mass production of the new products
with the design wins secured, the Group plans to introduce additional smart
LED lighting and industrial lighting solutions and technologies. As an example,
the Green Power and Mobile Display business units have been working on the
development of LED touch lighting solutions.

The Company entered into a sale and purchase agreement with BJ-GT on 16
August 2012 to sell the entire 100% ownership of SSBJ to BJ-GT. This is a
strategic move aiming to release the Group from the commitment to spending
additional resources to construct an industrial-office building and enable
the Group to focus resources on its core businesses. As PRC is an important
market for the Group's targeted smart product applications, the Group will
continue to drive its businesses in Beijing and the PRC through its established
offices and sales network there.

As part of the core strategy of building our strengths in the target 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, the Group spent
approximately US$7.1 million on R&D, representing about 54% of the total
expenses and 26% of sales.

Many intellectual properties were developed or under development during
the past six months which were targeted at smartphone applications. These
include display driver power management, display driver color management
and processing, memory compression, touch panel sensing and control, a
multi-lane high speed mobile interface as well as an embedded controller.

In the past six months, the Group had three patents granted for the methods
and apparatus for operating a touch panel, backlight control and color display
enhancement, respectively, and one patent filed for a specialized TFT-LCD
driver. The Group had also filed several applications with patent offices in
different regions, including the USA, China, Taiwan, Korea and Europe.

As at 30 June 2012, the Group had an R&D workforce of 202, representing
approximately 51% of our entire staff. The Group’s R&D team continually
designs products using various wafer technologies as advanced as 65nm. We
also have specialist teams in Hong Kong, Beijing, Shenzhen and Singapore
which possess expertise in mixed-signal high-voltage IC design, VLSI
(very-large-scale-integration) design, application software design, system
applications and wireless technology.
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As at 30 June 2012, the Group had a workforce of 400 employees, of whom
about 44% was based at the Hong Kong headquarters and the rest was
located in China, Japan, Singapore, Taiwan and the USA.

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

New product introduction bonuses and first sales incentives, which aim at
driving the success of new product development and new business, remained
in place and were paid to certain employees during the 1H of 2012.
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DIRECTORS" INTERESTS

RN
& m

As at 30 June 2012, the interests and short positions of each Director and R2012F6A30R  SEERTHEZNAR A REREZE
the chief executive in the shares and underlying shares of the Company or (EERFFRBEGRODER RN RABERN T ELNRE
its associated corporations (within the meaning of the Securities and Futures SFOEXNVHBEI BREALRAFENEREM L - FEARE
Ordinance), as recorded in the register required to be kept by the Company L sr BT % 10 BT ISR AL R AR A R R FT A 2R
under Section 352 of part XV of the SFO or as notified to the Company and the KR

Stock Exchange pursuant to the Model Code as set out in Appendix 10 of the

Listing Rules, were as follows:

Ordinary shares of HK$0.10 each in the Company as at 30 June 2012
12012 6 A 30 B &2 B S B {E 0.10 8 7T i 2 & B

% of the
issued
shares capital
of the Company
Shares Options™ Total {EFLATEEHT
B BRi Bt BEEAL
Independent Non-executive Directors
BIUFRTEF
Sun, Patrick Long — 2,400,000 2,400,000 0.10%
¥z i
Choy Kwok Hung, Patrick Long 2,712,000 2,400,000 5,112,000 0.21%
ZRlfE 55
Yiu Tin Chong, Joseph Long — 1,200,000 1,200,000 0.05%
PR e
Wong Yuet Leung, Frankie Long 1,000,000 2,400,000 3,400,000 0.14%
BAR e
Non-executive Directors
FRTES
Lai Weide Long - - - —
mEE e
Lam Pak Lee Long 1,800,000 2,400,000 4,200,000 0.17%
HEE e
Sheu Wei Fu (alternate to Lam Pak Lee) Long — — — —
FHREX(MAENERES) s
Li Xiaochun Long - - - —
g e
Zhao Guiwu Long — — — —
Executive Directors
BITEE
Leung Kwong Wai Long 119,400,308 2,400,000 121,800,308 4.96%
RER e
Lai Woon Ching Long 26,899,032 2,400,000 29,299,032 1.19%
R s

(1) These are options granted under the Share Option Scheme with more details on 0] ZETEREABREBRESZ(GEBEREIRZNE)

pages 47 to 49.
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Saved as disclosed above, at no time during the period had the Directors and
the chief executive of the Company (including their spouse and children under
18 years of age) any interest in, or been granted, or exercised, any rights to
subscribe for shares of the Company or its associated corporation required to
be disclosed pursuant to the SFO.

Mr. Choy Kwok Hung, Patrick (“Mr. Choy”), Independent Non-executive
Director and Mr. Lo Wai Ming (“Mr. Lo"), who resigned from the role as
Executive Director of the Company effective 1 December 2010 but remained
as a member of senior management of the Group, through investment vehicles
under their control invested in BJ-LED, an associated company of the Group,
at the same time in 2009 and same term of the Group's investment in BJ-
LED. The investment vehicles hold 9% and 4% respectively in BJ-LED as at 31
December 2010. BJ-LED proposed a fund raising in March 2011 in which both
Mr. Choy and Mr. Lo participated but the Group did not. Mr. Choy and Mr. Lo
declared that their respective percentage ownership in BJ-LED was 15.3%
and 11.5% respectively as at 30 June 2012.

Saved as disclosed above, at no time during the period was the Company, its
subsidiaries or its associated companies a party to any arrangement to enable
the Directors and the 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 company, other than Dr. Leung Kwong Wai who holds shares
of certain subsidiaries solely for the purpose of ensuring that the relevant
subsidiary has more than one member.
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SUBSTANTIAL SHAREHOLDERS
TERR

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 2012,
the Company had been notified of the following substantial shareholders’
interests and short positions in the shares or underlying 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.

BIESFOEXVHEBKEFENTERRBELEMAT - 1
W12F6A308  AAREEANS T EIERFTNEZRAR
(BIRARRARIBETRAREE 5% A L) - ZE#EA X
RBEOAREEERITHETERUINE -

Ordinary shares of HK$0.10 each in the Company as at 30 June 2012
1201256 A 30 B L F BREE0.10 BT B

% of the issued
share capital of

Number of the Company
Name Capacity Position sharesheld  {GFLQFERIT
BREE i g FrisiRin & E BFEERL
China Electronics Corporation Interest of controlled corporation Long 687,784,000 28.00%
PEEFEREXREEARAA eIVl s
Note: DEX

China Electronics Corporation was controlling the entire issued share capital of FEIE
F#EH D422 7] ("CEC-IE"), which in turn was holding 100% interest in ZEEHR A
7] ("HDC"). The long position of 687,784,000 shares as at 30 June 2012 held by HDC
represented the same parcel of shares in which China Electronics Corporation and CEC-
IE were deemed to be interested in by virtue of the SFO.

Saved as disclosed above, the Company had not been notified of any interest or short
positions in the shares or underlying shares of the Company as at 30 June 2012.
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SHARE OPTION SCHEME
1B M g =t 2

The Company adopted the Share Option Scheme approved at an extraordinary
general meeting held on 25 February 2004 and a meeting of the Board on
19 March 2004 under which options may be granted to subscribe for the

Company's shares. The terms of the Scheme are in accordance with the
provisions of the Chapter 17 of the Listing Rules. The Share Option Scheme
is valid and effective for a period of 10 years commencing on 19 March 2004,
being the date of adoption of such scheme by the Board of Directors of the

ARTRIRAD IR 2004 F 2 A 25 BEITHREERIAE F R
004 F3R19RRITNESS L LAENBRETE - Bt
AR DEREARBARARD - ZtElMERR
FNEMEN - BREFEMNMEIFVBREARAESS

RNVZEBRUER B Z B)RAR - RE0F -

ERLEMRA

Company.
Share options outstanding as at 30 June 2012 (in thousand units) Exercise period
R 2256 A 30 A BB R (TRt fHiEs
Held on Lapsed Granted Exercised Heldon  Exercise
1 January during during during 30 June price Grant
012 the period the period the period 012 HKS Date Begins Ends
RAE Rung
1A18 i i W GRNE AR
i B&H Bt BT 2] k7 L Rt 1
Independent
Non-executive Directors
BUEHTES
Sun, Patrick 1,000 (1,000) - - - 06320 13 July 2009 1uly 2010 30 June 2012
e N9ETABE  W0ETAIE ANF6ANA
1,200 1,200 06200 28June 2010 1July 2011 30 June 2013
DOEGABA  WNETATA WREGANRA
1,200 - - - 1200 01634 30 September 2011 10ctober 2012 30 September 2014
MEIANE  WNENAIE WAEIANA
3,400 (1,000) - - 2,400
Choy Kwok Hung, Patrick 1,000 (1,000) - - - 06320 13July 2009 1July 2010 30 June 2012
EEi NOETABRE  W0ETATIE NNEGANA
1,200 - - - 1,200 06200 28 June 2010 1uly 2011 30 June 2013
D0%F6A8H MEIATE  0BEGENA
1,200 -~ - - 1200 01634 30 September 2011 10ctober 2012 30 September 2014
MIEIANE  DENAIE WUEIANA
3,400 (1,000) - - 2,400
YiuTin Chong, Joseph 1200 - - - 1200 01634 30 September 2011 1 October 2012 30 September 2014
HRit DMEIANE  WNENAIE WAEIRNA
1,200 - - - 1,200
Wong Yuet Leung, Frankie 1,000 (1,000) - - - 06320 13July 2009 1July 2010 30 June 2012
EAR N9ETABE  W0ETAIE ANF6ANA
1,200 - - - 1,200 06200 28June 2010 1uly 2011 30 June 2013
MOF6AB  WNETATR  03E6ANH
1,200 1200 01634 30 September 2011 10ctober 2012 30 September 2014
MIEIANE  MENAIA WUEIANA
3,400 (1,000) - - 2,400
Subtotal
it 1400 (3,000 - = 8400
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SHARE OPTION SCHEME (continued)

1 e =t &l (4)

Share options outstanding as at 30 June 2012 (in thousand units) Exercise period
126 A 30 AERAC RS (U TRt s
Held on Lapsed Granted Exercised Heldon Exercise
1 January during during during 30 June price Grant
01 the period the period the period 01 HKS Date Begins Ends
RUONE RanE
1A1R o] B ] (ANE  filER
B8 BXh EBM B L T i &R
Non-executive and
Executive Directors
FHORMTES
Lam Pak Leg 1,000 (1,000) - - N /1] 13 July 2009 1uly 2010 30 June 2012
GEES ANETABE WOFTAIB 0F6ANA
1,200 -~ - - 1200 06200 28 June 2010 1y 201 30 June 2013
DOE6ABE  WNETAIR 03F6ANA
1200 - - - 1200016834 30 September 2011 10ctober 2012 30 September 2014
MEIANE  WNENAIE  NUFIANA
3400 (1,000) - - 2400
Leung Kwong Wai 612 (612) - - — 140 7 February 2007 1 April 2010 31 March 2012
2EE WELATR WELRIE NNE3RNE
1,000 (1,000) - - — (600 13 July 2009 1uly 2010 30 June 2012
M9ETA13H MOETA1E  E6ANA
1,200 - - - 1200 06200 28 June 2010 1July 2011 30 June 2013
DOFCABA  WNETATR WREGANA
1200 - - - 1200 01634 30 September 2011 10ctober 2012 30 September 2014
WMEIANE  WNENAIE NUFIANA
4012 (1,612) - - 2400
Lai Woon Ching ] (30) - - — 180 7 February 2007 1 April 2010 31 March 2012
R85 WIE2A7E WOELAIE NNEIANA
1,000 (1,000) - - — (600 13 July 2009 1uly 2010 30 June 2012
M9ETA13H MOETA1E E6ANA
1,200 - - - 1200 06200 28 Jung 2010 1uly 201 30 June 2013
W0EGABH METAIE  MIF6ANA
1200 - - - 120001634 30 September 2011 10ctober 2012 30 September 2014
MIEIANAE  WNENAIR WUEIANA
3430 (1,030) - - 2400
Subtotal
it 10882 (3642) B = 1200
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Share options outstanding as at 30 June 2012 (in thousand units) Exercise period
R 2126 A 30 A E R Z R (T TR
Held on Lapsed Granted Exercised Heldon  Exercise
1 January during during during 30 June price Grant
012 the period the period the period 02 HKS Date Begins Ends
RunE RunE
1818 i bl Ll iRNE fiER
i85 &N 2R BT &% &% EHAH Rt -1
Others
i
Senior management and emplojees 1578 (1578) - - - 14300 1 February 2007 1 April 2010 31 March 2012
RREEERES WIEIRTE W0ELA1E 0EIRNA
5,000 (5,000) - - - 06320 13July 2009 1July 2010 30 June 2012
M9E7A13H NWOETA1E  WNE6ANA
4,800 - - -~ 4,800 0.6200 28 June 2010 1uly 2011 30 June 2013
WOFSABE  WNETAIE WNFGANE
1200 - - - 1200 01634 30 September 2011 10ctober 2012 30 September 2014
MEIANE  WNENAIE WUEIRNAE
Subtotal
It 12578 (6,578) = = 6,000
Total
it 382 (13.220) - = 21,600
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Corporate Governance is highly regarded within the Group. The Group keeps
abreast of the best practices in the corporate governance area and strives to
implement such practices as appropriate. The Board of the Company trusts
that good corporate governance is essential for the growth of the Group and
for safeguarding and maximizing shareholders” interests.

At present, the roles of the Non-executive Chairman and the Chief Executive
(in the case of the Group, the Managing Director) are separated. In addition,
Independent Non-executive Directors and Non-executive Directors are
appointed for a specific term, subject to re-election according to the
procedures set out in the Company's Articles of Association.

The Stock Exchange published its consultation conclusions on the review
of the Code on Corporate Governance Practices (“Existing Code”) set out in
the Appendix 14 of the Listing Rules (the “Rules”) and associate Rules on
28 Qctober 2011 and renamed the Existing Code as Corporate Governance
Code (the “Code”). The revised Code sets out the principles of good corporate
governance and two levels of recommendations: (a) Code Provisions and (b)
Recommended Best Practices. Most Rules amendments and the revised Code
became effective on 1 January 2012 and 1 April 2012.

The revised Code and Rules will improve transparency, enhance the quality
and effectiveness of directors and company secretaries, and bring into sharper
focus the important functions of the various board committees.

The Company has complied with all applicable Existing Code Provisions and
revised Code Provisions throughout the six months ended 30 June 2012.
Pursuant to the code provision A.6.7, it was noted that four NED and one INED
of the Company were unable to attend the annual general meeting of the
Company held on 24 May 2012 due to their unavoidable business engagement.

Detailed applications of the revised Code Provisions are as follows:

° The Directors have already complied with the new Rules and Code
Provision on directors” duties and time commitments.

° New Rule declares that INED must form at least one-third of an issuer’s
board and must be complied by 31 December 2012. The Company has
complied with this Rule and during the period ended 30 June 2012 the
percentage of INED in the Board of the Group is over one-third.

° The Directors are encouraged to take educational courses on duties of
the Board and corporate governance. Some of the Directors attended
the seminars on the revised Code held by the Stock Exchange in Hong
Kong and Beijing. Director training is one of requirements of the new
Code Provisions. The details of how each director has complied with
the Code Provision on trainings information is going to be disclosed in
the Group's annual report in 2012.
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The Company always reviewed the appointed terms of its INED.
Separate shareholder resolution to re-elect INED who have served more
than 9 years based on the new Code Provision will also be observed.

Audit Committee, Remuneration Committee, Nomination Committee
and Investment Committee have been formed by the Group with
their respective terms of reference in force. The terms of reference
are complied with the new Rules, new Code Provisions and revised
Code Provision. Details of terms of reference of the Audit Committee,
Remuneration Committee and Nomination Committee as well as
constitutional documents have been posted on the Company website
and on the Stock Exchange’s website.

The Group already established and published in 2006 a whistle blowing
policy and system on anti-fraud for employees and third parties to raise
concerns in confidence, which complies with the new recommended
best practice.

According to the new Rule requiring disclosure of chief executive's
remuneration and the new Code Provision on disclosure of senior
management’s remuneration by band, the Group is going to disclose
the information in its 2012 annual report.

The Company has also complied with the revised Rules which remove
5% threshold for voting on a resolution in which a director has an
interest.

Members of the board have been provided with monthly management
updates in order to comply with the new Code Provision.

The Company has established a shareholder communication policy and
published procedures for election of directors on the Company website
which complies with the new Code Provision.

The company secretary of the Company is going to attend a minimum
of 15 hours of professional training per year under the requirement of
new Rule.
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CORPORATE GOVERNANCE AND SUPPLEMENTARY INFORMATION (continued)

PEERKBREN (B)

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

Pursuant to Appendix 14 of the Listing Rules, the Group established its
own written guidelines (“Guidelines”) on no less exacting terms than the
Model Code for the Directors and relevant employees who are likely to be
in possession of unpublished price sensitive information in respect of their
dealings in the securities of the Company. Specific enquiry had been made
with the Directors and relevant employees that they had complied with the
Group's own Guidelines throughout the six months ended 30 June 2012.

After due enquiry to all the directors, there is no change in any of the
information of directors as required to be disclosed pursuant to paragraphs (h)
to (v) of Rule 13.51(2) of the Listing Rules during the course of the director’s
term of office required to publish an announcement according to Rule
13.51B(2) of the Listing Rules.

Other Changes about Directors

In accordance with Article 95 and Article 112 of the Company's Articles of
Association, the retiring directors, namely Mr. Yiu Tin Chong, Joseph, Mr. Sun,
Patrick, Dr. Leung Kwong Wai and Mr. Lai Woon Ching, were all successfully
re-elected at the 2012 Annual General Meeting.

Mr. Sun, Patrick was appointed as an Independent Non-executive Director of
China CNR Corporation Limited (SSE: 601299) on 3 February 2012.

Mr. Wong Yuet Leung, Frankie was appointed a director of Sichuan Shuangma
Cement Co., Ltd. (SZSE: 000935) with effect from 18 July 2012.

Purchase, Sale or Redemption of the Company's Listed
Shares

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

Review of Condensed Consolidated Interim Financial
Information

The Audit Committee is composed of three INED and one NED. The unaudited
Interim Financial Information has been reviewed by the Audit Committee of
the Company alongside the internal audit team.

The unaudited Interim Financial Information has been reviewed by the
Company's independent auditor, PricewaterhouseCoopers, in accordance
with Hong Kong Standard on Review Engagements 2410 “Review of Interim
Financial Information Performed by the Independent Auditor of the Entity”
issued by the Hong Kong Institute of Certified Public Accountants. The
auditor’s independent review report is included in the Interim Report of the
Group.
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The Group recognizes the rights of the Company’s shareholders to know
more about its business and prospect, and therefore it has always taken
a proactive approach to communicate with the investment community, for
example, institutional investors, sell-side analysts and retail investors. In the
TH of 2012, the Group held meetings and conference calls with investors and
analysts. To enhance the Group's profile among the general public in Hong
Kong, interviews were conducted with local media, and group visits to its
head office were arranged with local universities and technology institutions.
Stakeholders of the Company are recommended to visit the Group’s website
(www.solomon-systech.com) from time to time, where up-to-date information
of the Group can be accessed.

All the interim financial and other related information of the Company required
by the Listing Rules has been published on the Stock Exchange’s website
(www.hkex.com.hk) and the Company’s website (www.solomon-systech.com)
on 21 August 2012.

On behalf of the Board

Solomon Systech (International) Limited
LEUNG Kwong Wai

Managing Director

Hong Kong, 21 August 2012
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DEFINITIONS AND GLOSSARY

BE L=

Agreement The Sales & Purchases Agreement dated 16 August 2012 entered into between the SSL and GT-BJ in relation to the
Disposal of SSBJ

AMOLED Active-matrix organic light-emitting diode

Announcement The announcement made on 16 August 2012 in connection with the discloseable transaction of disposing of SSBJ

ASP Average selling price

Board Board of Directors of the Company

BJ-LED Beijing LED Lighting Engineering Co., Ltd., a company established in the PRC

(2 C2 Microsystems Inc., a company established in the USA

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

China Mainland China

Code Provisions Corporate Governance Code Provisions

Consideration CNY41,460,000 in the form of cash in connection with the Disposal of SSBJ

CNY Chinese Yuan, Reminbi

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

Disposal The selling of the entire 100% ownership of SSL in SSBJ

FVTPL Financial assets at fair value through profit or loss

Group the Company and its subsidiaries

GT-BJ Beijing Guotian Investment Limited ** 3t 7 B4 FH 4% & 7 P& /A &, a company incorporated in PRC with limited
liability on 20 April 2012 and whose shareholders are all natural person in PRC

HK$/HKD Hong Kong dollars

Hong Kong/HK Hong Kong Special Administrative Region

HKAS Hong Kong Accounting Standards

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

Interim Financial Information Condensed consolidated interim financial information for the six months ended 30 June 2012 of the Group

IC Integrated circuit

INED Independent Non-executive Directors

LCD Liquid crystal display

LED Light emitting diode

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

Model Code Model Code for Securities Transactions by Directors of Listed Issuers

MSSC Mobile System Solution Center

NED Non-executive Directors

OLED Organic light-emitting diode

Panda-LCD Nanjing CEC Panda LCD Technology Co., Ltd., an assaciate of CEC

PMOLED Passive-matrix organic light-emitting diode

PRC the People’s Republic of China

QVGA Quarter VGA, refers to screens that have a 240x320 display resolution

*%

for identification purpose only
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DEFINITIONS AND GLOSSARY (continued)
BENAR(E)

R&D Design, development and engineering

S&D Selling and Distribution

SFO Securities and Future Ordinance

SoC System-on-Chip

SSBJ Solomon Systech (Beijing) Limited, a company incorporated in PRC with limited liability and is the wholly-owned
subsidiary of SSL

SSL Solomon Systech Limited, a company incorporated in Hong Kong with limited liability and is the major operating
subsidiary of the Group

TFT Thin film transistor

v Television

the Stock Exchange The Stock Exchange of Hong Kong Limited

USA United States of America

US$/USD US dollars
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CORPORATE AND SHAREHOLDER INFORMATION

R Al R RE #

Financial Calendar
Financial Year End
31 December

Announcement of Interim Results
21 August 2012

Share Listing
Listing Venue
Main Board of The Stock Exchange of Hong Kong Limited

Listing Date
8 April 2004

HKSE Stock Code
2878

Board Lot
2,000 shares

Trading Currency
HKD

Issued Shares
2,456,302,357 (as at 30 June 2012)

Share Registrars

Tricor Investor Services Limited
26/F Tesbury Centre

28 Queen's Road East
Wanchai

Hong Kong

Tel: (852) 2980 1333

Fax: (852) 2810 8185

Website: www.tricoris.com

Independent Auditor
PricewaterhouseCoopers

Solicitors
ReedSmith Richards Butler
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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

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

Company Secretary
Mrs. Fung Lui Kit Har, Keziah
FCMA, CGMA, FHKCPA, ACS, ACIS
Vice President, Finance

Investor Relations

Mr. John Leong

Vice President, Corporate Development
Email : ir@solomon-systech.com

Corporate Communications

Ms. Jessica Lee

Corporate Communications Manager

Tel: (852) 2207 1672

Fax: (852) 2207 1372

Email : communication@solomon-systech.com

Website

www.solomon-systech.com
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This 2012 Interim Report (“Interim Report”) (bilingual version in English and
Chinese) has been posted on the Company’s website at www.solomon-
systech.com.

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

Shareholders may request for printed copies 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 share registrar in Hong Kong,
Tricor Investor Services Limited, at 26/F, Tesbury Centre, 28 Queen’s Road
East, Wanchai, Hong Kong or by sending an email to solomon2878-ecom@hk.
tricorglobal.com.
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