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FINANCIAL HIGHLIGHTS

Y& -z &R
s HE
Unaudited
FEEE
Six months ended 30 June
6A30HL6ER
2013 2012
US$ million US$ million Change
BEXT BEETL 1)
Sales HER 311 276 13%
Gross profit EF 128 116 10%
Gross margin (%) EFE (%) 4.0 42
Results from core businesses* BLEBRT]/ (BR)* 08 (14)
Net profit/ (loss) wH/ (EEEE) 08 (18)
Earnings/ (loss) per share (US cent) SRER,(B1B) (L) 0.03 0.07)
Book-to-bill ratio FTEHEE 0.8 1.1
Unaudited Audited
RIEEW &
30 June 31 December
68308 12A318
2013 2012
USS million US$ million
BEXT BEETL
Total assets BEE 1286 131.0 (2%)
Shareholders’ funds fLET s 116.8 1159 1%
* The design, development and sales of proprietary IC products and system solutions * R HRREEBHICERRFGHEATFEH
businesses
o Sales increased by 13% to US$31.1 million o HEBERIBYENIEEET
e Gross profit increased from US$11.6 million to US$12.8 million o  EFBANSEBETLAZENSBEEET
e Gross margin was 41.0% o EFEEL41.0%
*  Results from core businesses returned to a profit of US$0.8 million o BRLEBEREBARISEEXRTAN
(1H 2012 loss: US$1.4 million) (012 E¥FHRE 1488FT)
o Net profit was US$0.8 million (1H 2012 net loss: US$1.8 million) o MR A08EBRIL(2012 FXFHEFE 188EEL)

° Earnings per share was 0.03 US cent (0.26 HK cent)
o Book-to-hill ratio was 0.8

FRCHER 4003201 (0.26541)

AEHELER08

SFR 2013 EREIRE
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FINANCIAL HIGHLIGHTS (continued)

B %2R

Sales (US$m) Net Profit / Loss (US$m)
HEH (zgxn) WA/ ERBRE (mExn)

Earnings / Loss Per Share (US cent)
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All the numbers presented in the charts are unaudited.

Interim Dividend
The Directors of Solomon Systech (International) Limited resolved not to
declare any interim dividend for the six months ended 30 June 2013.

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 2013 together with the
comparative figures for the corresponding period as follows.
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CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT
FEﬁ /\‘/T\ EP TE i 2%

For the six months ended 30 June 2013

HE01356A30A1L61EA
Unaudited
FEEL
Six months ended 30 June
6A30HLL6{ER
2013 2012
Note US$' 000 US$'000
BisE FEXT FET
Sales HEB 6 31,142 27,569
Cost of sales HEMAR 7 (18,363) (15,942)
Gross profit EF 12,719 11,627
Research and development costs e R AR A 7 (6,755) (7,067)
Selling and distribution expenses HERDHERY 7 (1,645) (1,508)
Administrative expenses TERE 7 (4,061) (4,501)
Other income HelgA 448 70
8 166 (1,379)
Finance income/ (l0ss) — net BEWA/(E18) — 5% 8 (572) 1,824
194 445
Results of associated companies: BENTRE
— Share of results of assaciated companies —EEBERARE 3 (1,827)
— Provision for impairment loss —RERE — (442)
Profit/ (loss) before income tax BRELATERF], (E518) 225 (1,824)
Income tax credit/ (expenses) PSRN,/ () 9 597 2
Profit/ (loss) attributable to the equity holders RARERFBA
of the Company s/ (&18) 822 (1,826)
Eamnings/ (loss) per share attributable to AAAERSA AEGH
the equity holders of the Company: BREF,/(E18) :
(expressed in US cent per share) (AZE - S8R25) 10
—Basic —&XK 0.03 0.07)
~ Diluted = 0.03 0.07)
Dividend R & 1 - -

The notes on pages 8 to 24 form an integral part of this condensed consolidated interim financial information.
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME
BRGEeTHEERARE

For the six months ended 30 June 2013

BZ2013F6A30 A 1617
Unaudited
FEEY
Six months ended 30 June
6A30HILE6MER
2013 2012
US$'000 US$' 000
FTET TErx
Profit/ (loss) for the period BRER,/ (B18) 822 (1,826)
Other comprehensive loss for the period: HREM2EEE
Item that may be reclassified to profit or loss e ENHBEEERRNER
— Currency translation differences — N E =T (49) (105)
Total comprehensive income/ (l0ss) attributable to ARalERSE AN
the equity holders of the Company 2EMA /(BB 8t m (1,931)

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

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

HRGRePHEERARGBR

As at 30 June 2013
R2013466 A30 H

Unaudited Audited
FEEY mEZ
30 June 31 December
R6A30H m12A3NHE
2013 2012
Note US$'000 US$ 000
BisE T F=n
ASSETS BE
Non-current assets FEREEE
Property, plant and equipment E R 3473 4,190
Investments in associated companies RELNRIIRE 702 672
Available-for-sale financial assets AHHENBEE 2,206 2,206
6,381 7,068
Current assets ROEE
Inventories FE 8,751 6,788
Trade and other receivables JREMS R B EL A PR MR 12 14,398 15,227
Financial assets at fair value through BREENRMEATEE
profit or loss REI B E 62,128 63,431
Pledged bank deposits EHEAERITER 130 130
Short-term fixed deposits KEIEER 7,355 1,550
Cash and cash equivalents AeRREEED 29,461 36,816
122,223 123,942
Total assets HEE 128,604 131,010
EQUITY 2
Capital and reserves attributable FOEERKEE ARG
to the equity holders of the Company AXR kiR
Share capital AR 13 31,689 31,658
Reserves [
Own shares held ez (122) (122)
Others HAth 85,260 84,413
Total equity HEs 116,827 115,949
LIABILITIES fff
Non-current liabilities FREER
Obligations under finance leases BREMERMT 3 3
Bank loan BITER 450 497
Deferred income tax RIEFTEH 9 — 50
453 550
Current liabilities mRBRAR
Obligations under finance leases REMERMT 1 3
Trade and other payables JERF R E A ER R 14 10,695 13413
Financial liabilities at fair value BpERAREATEE
through profit or loss REI KA E 81 -
Bank loan RITER 95 95
Income tax PT{SHi 9 452 1,000
11,324 14,511
Total liabilities HAR 1,171 15,061
Total equity and liabilities EaRARES 128,604 131,010
Net current assets ROEERE 110,899 109,431
Total assets less current liabilities HEERRHAR 117,280 116,499

The notes on pages 8 to 24 form an integral part of this condensed consolidated interim financial information.
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY
RSP E N E R

For the six months ended 30 June 2013

BZE2013466A30H 1618
Unaudited
FEEY
Attributable to the equity holders of the Company
FLRREREARE
Equity
compensation
Share Share Own Merger Exchange reserve Other  Accumulated Total
capital premium ~ shares held reserve reserve REHa reserve losses equity
k%  RWER FRA5EN  AHGE 2 ERRR 0 SHEE 00 AURR 0 RHER ans
US§ 000 USS 00 US§ 000 US§ 000 US§ 00 US§ 000 US§ 000 US§ 000 US§ 000
i i TEL T i e T i e
At 1 January 2012 RONEIA1E 31608 83058 (167) 2082 1,186 16427 0 (17,056) 117418
Comprehensive loss 2EER
Loss for the period HnER - - - - - - - (1.826) (1.806)
Curency ranslation differences ~ SMEAEZEE - - - - (105 - - - (105
Total comprehensive loss 2 EEH @5 - - - - (105) - - (1826 (1931)
Transactions withowners ~ REZH
Fauity compensation e drstil - - % - - 3 - (%) 3
Total transactions with owners B Bkt - - Kl - - 3 - (%) 3
At30 June 2012 RNECANH 31,658 83,058 (129 2082 1081 16,460 210 (18920) 115,520
At 1 January 2013 RNBEIA1E 31,658 83,058 (122) 2,082 1012 16,502 30 (18.411) 115,949
Comprehensive income/(loss) 2K/ (54§)
Profit for the period iyl - - - - - - - 82 )
Curency ranglation differences ~ SNEBEZEE - - - - (49) - = - (49)
Total comprehensive 2k (B#)
income/(loss) &t - - - - (49) - - 822 m
Transactions withowners ~ REXH
Shares issued fiom EREETR
ereicise ofshare options mEHRA 3 2 - - - - - - 51
Equity compensation AR - - - - - 5 - = 5
Total transactions with owners B At 3 2 - - - 5 - - 105
At30 June 2013 RM3EEANR 31,689 83,078 (122) 2,082 93 16,556 230 (17,649) 116,827

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

F8Z 24 ANMGERTEREA PR ER AR -
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CONDENSED CONSOLIDATED INTERIM CASH FLOW STATEMENT

BRGarHReRE

For the six months ended 30 June 2013

BZ2013F6A30 A 1617
Unaudited
FEEE
Six months ended 30 June
6A30HIE6MERA
2013 2012
US$'000 US$'000
FET TErx
Net cash generated from/ (used in) operating activities mEEDEL/(ER)NREFHE (2,267) 287
Net cash used in investing activities REEHEANRESFE (5,047) (5,866)
Net cash generated from/ (used in) financing activities BETHEL/(FR)NRSFE 2 (50)
Net decrease in cash and cash equivalents R RARLEEMTFRD (7.312) (5,629)
Exchange differences on cash and cash equivalents RelkReSEMELEH (43) (117)
Cash and cash equivalents at 1 January M A1ERRERAEEED 36,816 51,660
Cash and cash equivalents at 30 June R6ANAMRE KRS FEY 29,461 45914
Analysis of balances of cash and cash equivalents: Be kB SEM 2 BEHRI:
~ Bank balances and cash -RITEBRES 29,461 45914
The notes on pages 8 to 24 form an integral part of this condensed consolidated interim financial information.
EB8EUBE MM ARERERE P EIEER BRI -
SRR 2013 EhEiRE 7



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 Cap.22, the
Cayman Islands Companies Law (Law 3 of 1961, as consolidated and
revised). The address of its registered office is P.0. Box 309, Ugland
House, Grand Cayman, KY1-1104, Cayman Islands and the address of
its principal office in Hong Kong 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 has been reviewed but not audited, and it
was approved for issue on 22 August 2013.

This condensed consolidated interim financial information for the
six months ended 30 June 2013 of the Group has been prepared in
accordance with HKAS 34 “Interim Financial Reporting”.

The condensed consolidated interim financial information should be
read in conjunction with the Company’s annual report for the year
ended 31 December 2012, which was prepared in accordance with
Hong Kong Financial Reporting Standards.

Solomon Systech (International) Limited  Interim Report 2013
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Accounting policies

Except as described below, the accounting policies applied are
consistent with those of the annual consolidated financial statements
for the year ended 31 December 2012, as described in those annual

consolidated financial statements.

Taxes on income in the interim periods are accrued using the tax rate

that would be applicable to expected total annual earnings.

(a) New, revised standards and amendments to

standards effective in 2013

The Group has adopted the following new, revised standards
and amendments to standards that have been issued and
are effective for the Group's financial year commencing on 1

January 2013:

3. EHEE
BT AAES - BIRATRA 2 S E BR BB E 2012412
ANBLEFEZGEAMBHRR -3 LTERZEFE
FaMBRERP -

st SR EREEREFERRFERREM
HE o

(a) R2013FEEMAOFTER - EBITHEEER
AEEDRMATIN2013F1 A1 BHKNAER

PHERERMRERZHER - BRI MEEE
Al

HKAS 19 (Revised 2011)
— Employee benefits

HKAS 27 (Revised 2011)
— Separate financial statements

HKAS 28 (Revised 2011)
— Investments in associates and joint ventures

HKFRS 10
— Consolidated financial statements

HKFRS 11
—Joint arrangements

HKFRS 12
—Disclosure of interests in other entities

HKFRS 13
— Fair value measurement

HKFRS 1 (Amendment)
—First-time adoption of HKFRS: Government loans

HKFRS 7 (Amendment)
—Disclosures: Offsetting financial assets and
financial liabilities

Annual improvement projects
—Improvements to HKASs and HKFRSs 2011

Amendments to HKFRS 10, 11 and 12

— Consolidated financial statements, joint arrangements
and disclosure of interests in other entities:
Transition guidance

EFeHERE 195 (20111&5])
—8T@&A

ARG ERE 2758 (201187T)
—BUHBRE

2852 (201118%])

TR AR
ERARAEATLRE

— OB

ERPBMEEF 0%
—FRAEMBERR

BEMBMEEE R
—HRZH

EEVBREENF 125
- BERAMER ER

BATBREERE 135
_/\;{E E

BERAMBHREENE1REL)
—ERRREBRBREER  BHER

BEMBMERANETHR(ELE)
-BEFHE: MHEER
BB aBOEH

FEY#IER

— N FEBGHENREBRBREER ML

EEVBREENE R  FNRRENRZELE
~HANBHRER KRRHERRACERRN
EREE - BERES
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BAAGE PP E R T (8)

3. Accounting policies (continued)

3. EEERE

(a)

(b)

New, revised standards and amendments to
standards effective in 2013 (continued)

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

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

New standard and amendments to standards
that are not effective and have not been early
adopted by the Group

The following new standard and amendments to standards
have been issued, but are not effective for the financial year
beginning 1 January 2013 and have not been early adopted by

(a)

(b)

R20I3FERMMER
(&)

Ry EOFER - BRI MEERNSAEE &
ABRLEEANRE  MEAEHRAMAHNE
BERIABRARBHNZREXEATE -

ERTHE E4R

BB
MEEEARRBERS

HADR M P B R ATRR - 5T
HEBERSAYE -

ol 5% 4 3% B 7 5% D off 452 i 4 WY 7 22 AU
s E2A

T ERFE ERERIE B - BR2013F1 R 1
BREMNTBEEMARER  BREEY ERA
B

the Group:

Effective for
annual periods
beginning on

or after
PR Bz &
FEHMMEN

HKAS 32 (Amendment)
—Financial instruments presentation: Offsetting
financial assets and financial liabilities

HKFRS 9
—Financial instruments

Amendments to HKFRS 7 and 9
—Mandatory effective date of HKFRS 9
and transition disclosures

Amendments to HKFRS 10, 12
and HKAS 27
— Investment entities

EBGEAENHK(EE)
—SRIAR
HHEERAE A BOED

BERAMBREEANFIR
-&RTA

EEUMBREENFTRRFIRZELE

- BRVMBREEREIR
BREAEMARRERERE

BETBRELNE05  F12FR

BARGHEUS IR
-REER

1 January 2014
2014F1 18

1 January 2015
201551 A1H

1 January 2015
201551 H1H

1 January 2014
201451 518

10

The Group has already commenced an assessment of the impact
of the above new standard and amendments to standards but is
not yet in a position to state whether these new standard and
amendments to standards would have a significant impact on its
results of operations and financial position.

Solomon Systech (International) Limited  Interim Report 2013
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4. Financial risk management and financial
instruments

41

4.2

43

Financial risk factors

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

The condensed consolidated interim financial information
does not include all financial risk management information
and disclosures required in the annual financial statements,
and should be read in conjunction with the Group’s annual
consolidated financial statements as at 31 December 2012.

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

Fair value estimation

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

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

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

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

4. MERBREERS&MIRA

41

4.2

43

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

ABRAGEFHEBERTARDENENBER
ERERMERRFENEREVELHE  WER
AEEHZNFN2ANBLEFEZRATER
KB -

B R & W bR
RELILE HBAEZAANEARRNAS
i B A -

DF R
AEENERTAZRENBERBRTUAY
EF EYR TIIAHEF ENBRIDBERE :

e  FIER-HREEFABRERTSNR
BOREHAE)

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

o EIEQ-FRUBRAMSHEBENEER
BENBABR(AFTEENBAER) -
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NOTES T0 THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)
FEﬁ /\vT\ I:P 7T /éf 7H ’Zﬁ DJl: o=l

4. Financial risk management and financial 4. MERREERSMIA(E)
instruments (continued)

4.3 Fair value estimation (continued) 43 OFEMEE

The following table presents the Group's financial assets and AEBUGESEERTENEZHBEERA
liabilities that were measured at fair value by valuation method: BHEHAT :

Unaudited Audited

FEEY oz

30 June 2013 31 December 2012

MIEGANA MENAYNA
Level 1 Level2 Level 3 Total Level 1 Level2 Level 3 Total

SRR RER SRR gt BIER  RUER  RIER il
USSOND USSOO0  USSOD  USSO0  USSOD  USKOOD  USSOID USEO
T&r  fRr  fEr TR TR TR TR TR

Financial assets atfairvale BB RLIEME

through profit or loss LFRENHBEE
Unlisted JLm
Depositnotes ERZE - 8150 - 8,150 - 8090 - 8090
Derivative financialinstuments ~~ AT4A 4B E - - - - - e - i
Marketable bonds EERES 0,33 - - 3,33 3,953 - - 3893
Marketable funds EEEE 10,194 - - 10,19 636 - - 8326
Listed in Hong Kong Wﬁtm
Fquity securities 9394 - - 939 9,968 - - 9968
Fund %ﬁ 5 - - 5 5 - - 5
53978 8150 - 62128 %312 8119 - 63431
Financial liabilities at fair value BB ERLIEME
through profit or loss AFRENHBRR
Unlised E3ay]
Derivative financialinstuments ~~ AT4 4B E - 81 = 81 - - - -
. B . B - - - -
There were no transfers between Levels 1 and 2 during the HNEEEINEIER 2 MMER -
period.

12 Solomon Systech (International) Limited  Interim Report 2013



4. Financial risk management and financial
instruments (continued)

4.4

4.5

4.6

Valuation techniques for deriving Level 2 fair
values

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

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

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

Valuation process

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

Fair value of financial assets and liabilities
measured at amortized cost

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

° Trade and other receivables

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

° Trade and other payables
° Bank borrowings

° Other current liabilities

4. HMERREEREMIRGH

44

45

46

ERRE2BELFEOEESE

FIERNMBEERABREFRRR RS
EAH

THEERTSRSNEHIAN : MEBRHM
BEZTR)NAVERAMBENERETE - Z5Hh
EREEEERABE T RHE YR ED
REARERGEE - MAFNBAENZRAE
£ REERS 1 ERNBENNEATENT
Boh - AT AR B (BB SkEEZ (BIEER
TR BRLEERBRENGABNENBRE?
B

EESNEANE RN ERTSREZEE LA
NWATERR - BRRNYEHE I BRITETA
—BAETER -

fEEEF
ARERMERLEGENEZEEENSBE
BREBTARHKNDFE -

LS RENMERERARZIOTE

ATHBEERABNAHERLREGER

o RUFREMEKR

o EBHEMMRITEN
LEEEED

BHREREN A

o RENRREMENK
o RITEW

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

14

Critical accounting estimates and judgements

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

In preparing this condensed consolidated interim financial information,
the significant judgements made by management in applying the
Group's accounting policies and the key sources of estimation
uncertainty were the same as those that applied to the consolidated
financial statements for the year ended 31 December 2012, with the
exception of changes in estimates that are required in determining the
provision for income taxes.

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 CEQ
(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.

Solomon Systech (International) Limited  Interim Report 2013
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6. Segment information (continued)

(a)

(b)

Sales
Sales amounted to US$31,142,000 and US$27,569,000 for the
six months ended 30 June 2013 and 2012 respectively.

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

6.

SBEHE)

(a)

HEH

BE013FER2012F6A0AILE6ER - HEFED
717%31,142,000 7T 52 27,569,000 % 7T

ARBRFERLAEE - FEBEIBREBL
BEXB - AREHEERIRFRAEEZE 7+

B AERENHEP -

Unaudited
FEER
Six months ended 30 June
6A30HLL6{ER
2013 2012
US$'000 US$'000
FET FET
Hong Kong o 8,216 7,083
China H 7,904 4,252
Taiwan B 4,669 4,960
Europe B 4,540 4,880
South East Asia RED 2,21 2,254
Korea 5] 2,102 2,048
Japan BA 1,168 97
USA X 244 817
Others Hil 78 304
31,142 27,569
Sales are classified based on the places/ countries in which HEERTPRAE BRI -
customers are located.
Total assets (b) #WEE
Unaudited Audited
KREER BE%
30 June 31 December
6A30H 1ANAH
2013 2012
US$'000 US$' 000
FET FEx
Hong Kong o 98,160 107,218
China H 23,758 17,964
Taiwan aig 5,881 4,450
South East Asia REE 683 1188
Others Hil 122 190
128,604 131,010
Assets are listed based on where the assets are located. Others BERBEEENFRE TIANE - £t BIER
comprise Japan and USA. ARZEH o
PR 2013 EhERE 15



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)
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6. Segment information (continued) 6. SBEHG®E
(c) Capital expenditures (c) BHFMAX
Property, plant and equipment
ME  BARERE
Unaudited
REEE
Six months ended 30 June
6A30HIL6EAR
2013 2012
US$'000 US$' 000
FET =
Hong Kong e 39 78
China h 87 161
Taiwan A 36 -
162 239
Capital expenditures are listed based on where the assets are BB SR AN T LI -
located.
7. Expenses by nature 1. BEHEIFHRX
Expenses included in cost of sales, research and development costs, DETHERE MARBELAE - HERS HHAZA
selling and distribution expenses and administrative expenses are THHRZANRIAET
analyzed as follows:
Unaudited
KEFZ
Six months ended 30 June
6A30HILE6MERA
2013 2012
US$'000 US$' 000
FET TErn
Cost of inventories sold EHFERA 18,104 16,866
Product engineering costs BRI 978 1,081
Write-back of provision for obsolete BB B
or slow moving inventories (251) (1,236)
Amortization of the prepaid operating lease BEATCERER - 15
Depreciation of owned property, plant and equipment BB - MR R RENITE 802 1,224
Depreciation of leased property, plant and equipment ~ TAEME - HELRENINE 1 3
Operating leases for land and buildings T REFNLERE 519 648
Employee benefit expenses ESEAMX
(including Directors” emoluments): (BREESEHL) :
— Equity compensation — R 2 54 3
— Non-equity compensation IR A R 8,502 8,541
Net exchange (gain)/ loss FER (W), BE 44 (32)
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8. Finance income/ loss — net 8. REKA FR-28
Unaudited
RIEEY
Six months ended 30 June
6A30HLL6EA
2013 2012
US$' 000 US$'000
FET TErn
Gain on disposal of FVTPL & FVTPL B es 189 3
Interest income B 1,283 714
Dividend income BEMA 188 167
Net unrealizable gain or loss from FVTPL: FVTPL AR IR A 5 i as ol B 18
— Fair value gain of financial assets —BBEENAFERE 9 1,220
— Fair value loss of financial assets —-IBEEN RN TERE (2211) (27)
— Fair value loss of financial liabilities - aEN A TERBE (110) (39)
Interest expense of bank loan FOIEROFEZH (5) (6)
Others Hith 3 16
(572) 1,824

9. Income tax

Hong Kong income tax has been provided at the rate of 16.5% (2012:
16.5%) while overseas income tax has been provided at the rates of
taxation prevailing in the countries in which the Group operates. No
provision for Hong Kong income tax has been made as the Group has
no estimated assessable profits for the six months ended 30 June 2013

Frisi

BEMBHERETE165%(2012 1 165%) 5 & + mFI
FERAIRBEASENEEMERNR CERMEHE -
AEBERBEZ013FR201246 A30H L6 A L&A
JERBR T T B RIER BTG HEE

and 2012.
Unaudited
REEY
Six months ended 30 June
6A30HILE6MERA
2013 2012
US$' 000 US$'000
FET TEr
Current income tax: REAFTISHY
~ Hong Kong —&E =
— Overseas — g 1
Reversal of income tax provision PTG AR o 1 (548) -
Reversal of deferred income tax provision EREFTIS T E fE E (50) -
Income tax (credit)/ expenses FTBR (KA, /X (597) 2

SFR 2013 EREIRE 17



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)
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N

BB B R

10. Earnings/ loss per share 0. SEREF BH
(a) Basic earnings/ loss per share (a) BEREFET BER
The basic earnings/ loss per share is calculated based on the BRENER,/ BERREARANEREEA
Group's earnings for the period attributable to the equity holders [EEAREE 2 5 F 822,000 7T (2012 L ¥ F 518 -
of the Company of US$822,000 (1H 2012 loss: US$1,826,000) 1,826,000 70) R NN BT EBR(TRIEAM
and the weighted average number of 2,455,183,693 (1H 2012: R 5 IR An ) iAE 5 212,455,183 693 % (2012 £
2,454,575,820) ordinary shares in issue excluding own shares 512454575820 )5 o
held during the current period.
(b) Diluted earnings/ loss per share (b) WERMEERT ER
The diluted earnings/ loss per share is calculated based on the BRESEN/BEDREARANEREEA
Group's earnings/ loss attributable to the equity holders of the EEAEEZERN/ BRAKERANMEEEE
Company and the weighted average number of ordinary shares FEMBLLTAR(BECENRERNRES
after adjusting for the effects of all dilutive potential ordinary ZIBEARSRO)EL ARG 2B ETNETSY
shares including allocated but excluding unallocated own shares BIREGTE o
held during the periods.
The information related to the weighted average number of METHEBRBREOEAENTIENT
ordinary shares is as follows:
Unaudited
FEF
Six months ended 30 June
6A30HIL6EAR
Number of shares
Bfn & E
2013 2012
Weighted average number of BEITIETY
ordinary shares in issue EpElE 2,455,183,693 2,454,575,820
Allocated own shares held under RE R ) £ RN E -
Share Award Scheme ENEAEAS B 2,679,889 1,202,319
Conversion of all dilutive share HBMBATETAESE
options outstanding FENTBERE 3,571,857 -
Adjusted weighted average number of RiETEEREEHA,/FHiE
ordinary shares for diluted eamings/ R L B
loss per share calculation 2,461,435,439 2,455,778,139
The conversion of all dilutive share options outstanding and R2012F6 A30B E6E AR LB EA T
inclusion of allocated own shares held during the six months BTEMEYENRAERENLCESEZFT
ended 30 June 2012 had an anti-dilutive effect on the loss per BAGRORTEEREEERERELAREEY
share. Hence, there was no dilutive effect on the calculation E o Ft - WAL 201256430 B 1618 AZHEN
of the diluted loss per share for the six months ended 30 June FRBEEREREEYE -
2012.
Dividend 1. KR

1.

18

No dividend related to the year ended 31 December 2012 was declared

Solomon Systech (International) Limited

or paid during the period. In addition, the Board resolved not to declare
any interim dividend for the six months ended 30 June 2013.

Interim Report 2013
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12.

Trade and other receivables 12, FEMRER R Hfth BB
Unaudited Audited
FEED e
30 June 31 December
6A30H 12A3NH
2013 2012
US$' 000 US$'000
FER Fim
Trade receivables FEUER 9,850 9816
Trade receivables from related parties B 77 FEU 1,589 3,161
Provision for impairment REREE (121) (121)
Trade receivables — net FEUTR — 5 5E 11,318 12,856
Deposits, prepayments and other receivables AE  BRRRABERR 3,011 2,199
Prepayments to related parties B TR 69 172
14,398 15,227

As at 30 June 2013, the Group's trade receivables from corporate

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

R2013F6A30R  AREBUCERAIZRF ZRUGEER
HIBANZNA - RENEREORRTABERE

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

Unaudited Audited
FEER RE
30 June 31 December
6A30H 12A318
2013 2012
US$' 000 US$'000
FET FET
Current BER 7,646 8,998
1-30 days 1-308 2538 3,500
31-60 days 31-60H 896 254
61 - 90 days 61-90 8 68 8
91 - 180 days 91-180 8 53 18
181- 365 days 181-365H 17 -
3,672 3,858
11,318 12,856

As at 30 June 2013, trade receivables of US$3,672,000 (31 December
2012: US$3,858,000) were considered past due if measured strictly
against the credit terms offered. Majority of the overdue sum was not

R2013F6A30R - BEREMUFMATHEESTE @
HY 2 FE U3 453,672,000 5 7 (201248 12 A 31 B : 3,858,000
E£) c B E@BMRK  REREERERERZ - K
S BEARN 2 FBWRIERE

impaired since most of the overdue sum has been settled after the
balance sheet date.

As at 30 June 2013, trade receivables of US$121,000 (31 December
2012: US$121,000) were impaired and provided for.

PR2013F6 A30E » 1210005 7T(20125 12 A 31 B + 1210005
TL) 2 OB E B -

PR 2013 EhERE 19



NOTES T0 THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)
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13.

14.

20

SeTH

B 7% A R o (o

Share capital 13. BF
Unaudited Audited
FEFY &%
2013 2012
Number of Number of
shares US$' 000 shares US$ 000
& E FEXT Rt gi e TEx
Authorized: ETE
~ Ordinary shares of HK$0.10 each —tﬂﬁ{ao OPECROE @R 5,000,000,000 64,433 5,000,000,000 64,433
Issued and fully paid: Eﬁ‘ﬁ&%@
— At 1 January -1 A 2,456,302,351 31,658 2,456,302,351 31,658
— Exercise of share options - ﬁ%ﬁx%ﬂﬁ 2,400,000 31 - -
At 30 June 2013/ 2013468308,/
31 December 2012 2012F12 31 H 2,458,702,351 31,689 2,456,302,351 31,658
Trade and other payables 14, BARREMECGR
Unaudited Audited
KEEW R
30 June 31 December
6A30H 12A318
2013 2012
US$ 000 US$'000
FET T=x
Trade payables NE 1,330 10,785
Payables to related parties BT T 9 63
Trade payables - total e BT 7,339 10,848
Accrued expenses and other payables JERT R B EL LRI 3,336 2,546
Accrued expenses and other payables to related parties  BEEE /7 FERTRI Sz S E M B 20 20 19
10,695 13,413

At 30 June 2013, the ageing analysis of trade payables based on

overdue days is as follows:

R2013F6 A30H - BRNZABHBENERRIITHT

Unaudited Audited
REER REZ
30 June 31 December
6A30H ANA
2013 2012
US$'000 US$' 000
FET TErn
Current BN E 6,783 8,750
1-30days 1—30H 409 2,004
31-60 days —60H 81 16
61- 90 days -908 - -
Over 90 days BBOA 66 78
1339 10,848

Solomon Systech (International) Limited  Interim Report 2013



15. Equity compensation scheme 15. BRFEREMaE
(a) The Share Option Schemes (a) REBRHERTE

The Company adopted a share option scheme at an extraordinary
general meeting held on 25 February 2004 and a meeting of
the Board on 19 March 2004 (“Existing Share Option Scheme”)
under which options may be granted to subscribe for the
Company’s shares. The Scheme is valid for a period of 10 years.

The Board successfully obtained shareholders” approval at the
annual general meeting held on 28 May 2013 for the adoption
of the 2013 Share Option Scheme and the termination of the
Existing Share Option Scheme.

No share options were granted under the 2013 Share Option
Scheme from the date of adoption till 30 June 2013. Movements
in the number of share options outstanding under the Existing
Share Option Scheme and their related exercise prices for the
six months ended 30 June 2013 are as follows:

ADRICHEMND IR 200452 725 B RTHIE
BRASERRW4FIAVRETNESE S
FHBEMBRESE(RERREE]) &
b AREEREARERRRRG  ZitEE
WHRBI0E -

EECRNBFSABARITHRRBEFAS L
B T R3S SR L BR 4 2013 SR BB AR A =t I % RS
RAEBRETE -

RREMBZE2013F6 7308 1 WARR2013FE
R Rt B A B AR - BZE 201356 4308
16 A ARRREBRER BT W RITEBRES
EMEDHREFRITEENESNT

Unaudited
KIEER
Number of share options (in thousand units)
FERRIEBA (LT frat)
Exercise price
per share Held on Held on
HER{TEE 1January 2013 30 June 2013
Grant date HK$ R2013E Exercised Lapsed R2013E Expiry date
R A #n 1RA1HEH BiTE B%% 6RA3AKEE 28A
28 June 2010 0.6200 12,000 — (12,000) — 30 June 2013
201046 A28 H 201396 A 30 H
30 September 2011 0.1634 9,600 (2,400) 7,200 30 September 2014
2011E9H30H 014F9H30H
28 September 2012 0.2126 6,400 — 6,400 30 September 2015
20129528 H 2015F9H30H
28,000 (2,400) (12,000) 13,600

During the period, 12,000,000 share options granted in 2010
with an exercise price of HK$0.62 per share were lapsed on 30
June 2013.

The Company has been using the Black-Scholes Valuation
Model to value the share options granted. No share options
were granted for the six months ended 30 June 2013.

HiY 2010 5 4% H #9 12,000,000 B 17 68 8 A A%
06278702 BIED 72 2013466 A 30 HRAK »

ARRF BT -G BEREEERFE
EREHERE - HZ2013F6A30H1E61ER -
FEAMERERL -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)
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15. Equity compensation scheme (continued)

22

(b)

Solomon Systech (International) Limited

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 (“Trustee”) 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 2013, the number of shares allocated but remained
unvested under the Trustee for Directors and employees of the
Group was 2,660,000 while the total number of shares held by
the Trustee was 1,443,520.

Shares held by the Trustee under the Share Award Plan are

15.

B2 Rt E ()
(b) BRDERMYEHE

Wi 82 B 5t B P 2004 F2 A 25 H RIT MR R 45
AAGEADNARR0MEIAI9EEE =
SR F A5 46223520 0% 8% 13 A HSBC
Institutional Trust Services (Asia) Limited ([ Z25EA J)JA
XRAFNHE  XEAUBEERES -

REBRMD K FZ AR BRTRES  40% B ER
RILBMR1FRE - MerT 60% RIRE L B HK
VERE o ARR LHRR R REYE Bt AT eA T
HBRMEDEEARA

R2013F6 AR  EXTFTEZERASENES
MASFER & E £ 2,660,000 MXEAZEH
2ES R A 1,443 520 % o

RFEARSANRD ZBE BN Z BT

listed below:
Unaudited
RIEER
Number of shares
dnt 4!
2013 2012
At 1 January ®1A1H 1,443,520 1,967,520
Shares vested during the period REIRE B RGN - (444,000)
At 30 June R6A30H 1,443,520 1,523,520

There was no share of the Company conditionally awarded to
employees of the Group pursuant to Share Award Plan for the
six months ended 30 June 2013.

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.

Interim Report 2013
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16. Commitments

(a)

(b)

Capital commitments

Capital expenditure committed at the balance sheet date is as

16. &g

(a) WHEHIE

REEABAENBARXFIEMT

follows:
Unaudited Audited
KEEW REZ
30 June 31 December
6A30H 12H318
2013 2012
US$' 000 US$ 000
FET A=
Approved but not contracted for BHERRETESL - -
Contracted but not provided for EEEAOERERE 181 51

Operating lease commitments — the Group as
lessee

The future aggregate minimum lease payments under non-

(b) HREBRRRE-FREZREA

RETAHELEHES  ARREEELRIEH

cancelable leases are as follows: N
Unaudited Audited
REEE B
30 June 31 December
6A30H ANA
2013 2012
US$'000 US$' 000
FERx FET
Not later than 1 year A1 F 1,049 1,112
Later than 1 year and not later than 5 years iR F - ENBBLF 835 1,254
1,884 2,366
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NOTES T0 THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)
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17.

24

FE TP BENNE (R

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 28.6%
of the issued shares of the Company during the period and is thus
a substantial shareholder of the Company. Transactions between
the Group and the subsidiaries or associates of CEC are regarded as
transactions with related parties.

The following transactions were carried out with related parties:

17.

WBLRH

ARBAETREFEEEXSBAERARRERDE
RPEPREFEENEAETEERMEXEE 1
HMAEEO286% ARE BTG - DARBZERK
R AEBHECECHMBARIEBEANR ZHAK Y
RS

NTRFREHEN 2P

Unaudited
FEEE
Six months ended 30 June
6A30HLL6{ER
2013 2012
US$'000 US$'000
FET FER
Sales: HE -
Subsidiaries of CEC CECE@MT%27 2,714 1,893
Purchases:
Subsidiaries of CEC CECE’]W%’D\T 244 196
Period-end balances arising from sales/ purchases: HHE/FREREKMELIRE -
Unaudited Audited
FEEL B
30 June 31 December
6A30H 12A318
2013 2012
Note US$ 000 US$' 000
fisE FTERT FET
Trade receivables: JFEUER - 12
Subsidiaries of CEC CECHIFI B Al 1,589 3,161
Prepayments: TR 12
Subsidiaries of CEC CECHKT BT 69 172
Trade payables: FERIER - 14
Subsidiaries of CEC CECHIF B 7] 9 63
Accrued expenses and other payables: FEATRIS R E A RT3 : 14
Subsidiaries of CEC CECHIFI B Al 20 19

Solomon Systech (International) Limited  Interim Report 2013
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TO THE BOARD OF DIRECTORS OF
SOLOMON SYSTECH (INTERNATIONAL) LIMITED
(incorporated in the Cayman Islands with limited liability)

We have reviewed the interim financial information set out on pages 3 to 24, which comprises the interim condensed consolidated balance sheet
of Solomon Systech (International) Limited (the “Company”) and its subsidiaries (together, the “Group”) as at 30 June 2013 and the related interim
condensed consolidated income statement, statements of comprehensive income, changes in equity and cash flows for the six-month period then
ended, and a summary of significant accounting policies and other explanatory notes. The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited require the preparation of a report on interim financial information to be in compliance with the relevant provisions
thereof and Hong Kong Accounting Standard 34 “Interim Financial Reporting” issued by the Hong Kong Institute of Certified Public Accountants. The
directors of the Company are responsible for the preparation and presentation of this interim financial information in accordance with Hong Kong
Accounting Standard 34 “Interim Financial Reporting”. Our responsibility is to express a conclusion on this interim financial information based on
our review and to report our conclusion solely to you, as a body, in accordance with our agreed terms of engagement and for no other purpose. We
do not assume responsibility towards or accept liability to any other person for the contents of this report.

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

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

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 22 August 2013

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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For the six months ended 30 June 2013, the Group's sales were US$31.1
million (1H 2012: US$27.6 million), increased by about 13% year-on-year.
The Group's core business operation, i.e. the design, development and sales
of proprietary IC products and system solutions, achieved a profit of US$0.8
million (1H 2012 loss: US$1.4 million).

Total unit shipments of the Group’s products increased slightly by around
4% from 46.0 million units in the TH of 2012 to 47.8 million units in the TH
of 2013. The higher percentage of sales increase over shipment increase
during the period under review was mainly attributed to the Group's strategy
of changing its product mix to include more innovative, high value-added
products which raised the blended ASP.

Gross profit of the Group was US$12.8 million, up by 10% year-on-year (1H
2012: US$11.6 million). Gross margin was 41.0% (1H 2012: 42.2%). Excluding
the provision reversal for slow moving inventory of US$0.3 million and US$1.2
million for the TH of 2013 and TH of 2012 respectively, there was an effective
increase in gross margin from 37.7% to 40.2%. This increase was attributed
to the Group's strategy of focusing on innovative, high value-added smart
products.

The Group has remained vigilant in controlling its expenses. The Group's total
expenses, including R&D costs, S&D expenses and administrative expenses,
were US$12.5 million (1H 2012: US$13.1 million), down by US$0.6 million,
representing a decrease of 4.7%.

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$6.8 million (1H
2012: US$7.1 million), representing 21.7% (1H 2012: 25.6%) of the sales.

S&D expenses were US$1.6 million (1H 2012: US$1.5 million). S&D expenses
to sales ratio was 5.3% (1H 2012: 5.5%).

Administrative expenses were US$4.1 million, decreased by US$0.4 million
compared with US$4.5 million in 1H 2012.

BZE013F6ANBIL6MER  FAEENHEEEANIAEET
(02 E¥F:276BE8%N) BEAFRBALAL13% - KEE
BZLEBEE IR PHERBEEERICERRERRRS
2 REB08EEETEN0N LLFHE 14BEET)

AEEMERBNESN012 EFFMBBEHEMALIE
WI3EFFNT8EEMN - HERRESNTEREBRANK
SEREERAANE  BRTESZAMLREEER BB
RAFHEEMR -

AEBENEEFRE LA 0T 128BEET(2012 L5
NEEBEL) » EFAERAH4.0%(2012 EEF : 422%) - #BD
AIR2013 ¥ F R0 EFFRBOBETEREISEEET
RI2BEEL EMEEBRARIINEREL2% EREDE
BRAAEEZTREH R REENEEER -

AEEHEFRELHAY  SENERI(BEMERE - #
ERASEAI N ETHEI)RPIEEELZENSBEEET
(2012 EF 131 BEFT)  TE4T% -

FEEBERNES NI RERERE  UTEEBMBELARR
BEE MERAASEEZ TN E¥F  T1BEET)
IEHEERE21.7% (2012 F£4F  256%) ©

HERDHAYAI6EEET(0LEF 1558%F L) #
ERDHEFT EEEBY T A53% (2012 E3F 1 55%)

THRXBIEBEET W02 LEFE5F5EEZTRD04
EEEE
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Other income totalled US$0.5 million (1H 2012: US$0.1 million), with US$0.4
million attributed to a gain on disposal of certain manufacturing equipment.

During the period under review, the Group recorded an interest income of
US$1.3 million and dividends of US$0.2 million totaling US$1.5 million (1H
2012: US$0.9 million).

Pursuant to mark-to-market prices as at 30 June 2013, a net unrealized loss
of US$2.2 million (1H 2012 net unrealized gain: US$0.9 million) was recorded
from the investment in the FVTPL portfolio at balance sheet date.

As a result, the Group recorded a net loss of US$0.6 million (1H 2012 net gain:
US$1.8 million) from treasury investment.

The Group managed to attain a breakeven position for the period ended 30
June 2013, with a profit of US$0.8 million from core businesses (1H 2012 loss:
US$1.4 million). The profit before tax for the six months ended 30 June 2013
was US$0.2 million (1H 2012 loss before tax: US$1.8 million).

Furthermore, there was a reversal of US$0.6 million for a provision of Hong
Kong income tax and deferred income tax. Accordingly, the profit attributable
to the equity holders of the Company for the six months ended 30 June 2013
was US$0.8 million, returning to profit from the loss of US$1.8 million for the
six months ended 30 June 2012.

The Board resolved not to declare any interim dividend for the six months
ended 30 June 2013.

Total cash and cash equivalents and bank deposits of the Group amounted
to US$36.8 million as at 30 June 2013, compared to US$38.4 million as at 31
December 2012. Net cash used in operating activities during the period was
US$2.3 million (1H 2012 net cash generated from operating activities: US$0.3
million). The change was mainly a result of an increase of US$3.9 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 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 2013, the Group had
no major borrowing other than the US$0.5 million in a mortgage loan for the
purchase of an office property in Hsinchu, Taiwan. The Group's cash balance
was mainly invested in various deposits in banks.
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Most of the Group's trade receivables and payables are quoted in US dollars.
The Group closely monitors the movement of foreign exchange rates and
constantly seeks to obtain favorable exchange rates for conversion of US
dollars into other currencies for paying local operating expenses. During
the period under review, the Group 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 2013, capital expenditure of the Group was US$0.2 million (1H
2012: US$0.2 million), of which the majority was related to the Group's
purchase of equipment.

As at 30 June 2013, there was no capital expenditure approved but not
contracted for whilst there was a US$0.2 million (31 December 2012: US$0.1
million) capital expenditure contracted but not provided for in respect of
acquiring certain patents and intellectual properties.

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

During the period under review, the Group’s total sales were US$31.1
million, an increase of approximately 13% from the same period last year,
while its total shipments saw a year-on-year increase of around 4% to
approximately 47.8 million units. This was mainly attributed to the Group's
strategy of changing its product mix to focus on innovative, high value-added
smart products which effectively raised the blended average selling price of
the Group's products. The sales growth of the Group in the 1H of 2013 has
outpaced the expected sales growth of 2.1% of the global semiconductor
industry in 2013%.

* World Semiconductor Trade Statistics (WSTS) Organization's Spring 2013 Global
Semiconductor Sales Forecast
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

BERENw MO (8)

PRODUCT SHIPMENT (BY BUSINESS UNIT)
EmfTEE (RERBKET)

1H 2013 1H 2012 Change
Units Shipped (million) HEE(EERH) NW3LEE 012 L$EF 25 2012
Mobile Display BEBER 19 10.6% (26%) 19.4*
Mobile System BERR 58 5.0* 17% 126*
Advanced Display TEBT 282 266 5% 540
Large Display REETR 5.4 36 51% 16.2
Green Power RIREER 05 02 219% 05
Total 8 418 46.0 4% 102.7

* Figures aligned based on the shift of product lines resulting from the operational
restructuring at the beginning of 2013

To further reinforce organizational efficiency and enhance core competencies,
the Group reorganized and restructured the operation of its core business
units at the beginning of 2013. The following provides an overview of the
development of individual core business unit in the 1H of 2013 after the
operational restructuring.

Mobile Display
The Mobile Display business unit provides LCD driver ICs targeting high-end,
value added applications, in particular smartphones and tablets.

During the period under review, the Group’s TFT LCD display driver ICs
supporting HD smartphone applications scored design wins with key
smartphone brands in China and commenced mass production. Its newly
developed HD LCD display driver ICs supporting metal oxide TFT technology
have secured design-in projects with top-tier customers. The Group has also
been collaborating closely with world-leading LCD panel makers to develop
driver ICs supporting in-cell touch technology to cater to an increasing demand
for higher-performing smartphones.

The unit shipments of Mobile Display products during the period under review
were approximately 7.9 million units (1TH 2012: 10.6 million units), decreased
by around 26% year-on-year, but the actual sales recorded an increase of
around 9%. This was mainly attributed to the strategy of shifting the business
focus towards smartphone and tablet applications with higher resolutions
and higher average selling prices. Most of the new products have only been
launched for a short period of time and have not yet contributed significantly
to total shipments. The Group is striving to score more design wins with new
products to capture the expanding market.
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The Mobile System business unit delivers a wide range of products, including
MIPI display interface controller ICs, capacitive touch panel controller ICs,
graphic display controller ICs and application processors, all of which target
system customers for applications spanning smartphones, tablets, projectors,
personal navigation devices, 3D displays, IP cameras, etc.

During the period under review, the total unit shipments of Mobile System
products increased strongly by approximately 17% to 5.8 million units (1H
2012: 5.0 million units). This was mainly attributed to the surging demand
for the Group's high speed MIPI display interface controller ICs that target
high resolution, high speed and low power display of FHD and WQXGA smart
devices, in particular tablets. In addition to achieving mass production of the
new MIPI solutions launched at the end of 2012, the Group has also scored
additional design wins with global brands.

The Group's graphic display controller ICs achieved design-in projects for
applications including 3D cameras, multi-view cameras, tablets and car DVRs.

In terms of capacitive touch panel controller ICs, business for the Group's
ROM-based products introduced at the end of 2012 has been slow during
the period under review. The Group has therefore added significantly skilled
resources to enhance the features and performance of the products while
strengthening the sales and marketing team, and devising a new positioning
strategy and marketing plan for this product line. In addition, a number of
new products have been added to the touch panel controller product portfolio
to address a variety of applications, including high volume smartphones and
tablets ranging from low-end to FHD. The Group hopes that these efforts can
boost business growth in the 2H of 2013.

The Group’s multimedia processor business continued to benefit from the
current clients within the projector market. With their high performance
content playback and streaming capabilities, and the proven Internet enabled
peer-to-peer server camera control function, these multimedia processors are
also ideally suited for IP cameras. During the period under review, the Group
has achieved design wins and successfully penetrated into the IP camera
market segment.
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The Advanced Display business unit includes OLED Display and New Display
product families which focus on module makers of OLED and e-paper,
respectively. To better cater to the specific needs of customers, in addition
to standard ICs, the Advanced Display business unit also provides custom IC
design services, including analog, mixed-signal and high-voltage IC design.

During the period under review, the total unit shipments of Advanced Display
products increased by 5% to 28.2 million units (1H 2012: 26.6 million units).

In terms of ESL business, apart from mass production of bistable display driver
ICs for direct drive segment/ icon type electrophoretic displays for current
customers, the Group has secured additional design wins, and has been
working on design-in projects for new applications, including smart cards,
healthcare devices and smart watches. In addition, the Group has launched
a new AMEPD (AM e-paper) display driver IC during the period, targeting
applications that require the display of complex content in high resolution and
with low power consumption, for example, QR Codes.

For PMOLED display driver ICs, the Group has been diversifying and expanding
its product portfolio. During the period under review, the Group has garnered
design wins for smartphone accessories and optical viewfinders of digital
cameras; and continued high volume production for applications including
smart healthcare devices, portable WIFI routers, enterprise security devices,
etc. The Group has also worked on design-in projects for VFD replacement and
set-top boxes.

The Group has successfully produced a gHD AMOLED display driver IC for
panel development. The Group has also been liaising with potential customers
for the development of a new AMOLED display driver IC for HD display, to
facilitate the Group’s outreach to the rapidly-growing China smartphone
market.

The Large Display business unit focuses on providing large TFT driver ICs for
large LCD display module makers.

During the period under review, the total unit shipments of the Large Display
business unit increased by 51% to 5.4 million units year-on-year (1H 2012:
3.6 million units). The shipment growth was not as strong as the Group would
have expected due to the need for inventory adjustment in the market. The
growth momentum of China’s large TFT LCD panels during the period was
partially offset by the need to deplete the excess inventory accumulated due
to a rapid increase in the production capacity of TFT LCD panel plants in China
in 2012. Nevertheless, the Group has developed and submitted two sets of
new large TFT driver ICs for customer qualification, and it is expected that the
qualification process will be completed in the 2H of 2013.
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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 under review, the Green Power business unit shipped
approximately 0.5 million units of LED solutions (1H 2012: 0.2 million units), an
increase of 219% year-on-year. The strategy of targeting high quality and high
value-added products has attracted more top-tier customers, therefore it has
ramped up the unit shipments and brought in more revenue. The Group has
also made successful inroads into the Southeast Asian market, in addition to
Europe.

The Group has secured a number of design wins during the period under
review. It has also been certified by Cree, a world leader in LED technology,
as its LED Solution Provider. This is a strong endorsement of the excellent
quality, performance and reliability of the products, services and support that
the Group offers to its customers.

The Group's strategy of focusing on the high-growth, high-volume smart
applications has proven effective in enhancing its business growth during the
period under review. Riding the trend of more and more innovative products
launched into the market and commencing mass production, the Group sees
potential for growth. At the same time, we remain vigilant in monitoring
changes in the global market, as the global economy slowly recovers and
becomes less volatile, yet still faces uncertainties such as the slower-than-
expected expansion in the developing economies, and the lingering recession
in the Eurozone. The Group’s book-to-hill ratio of 0.8 for the period indicates
that the product order lead time of the customers has been shortened to
cater to possible fluctuations in demand, given the uncertain macroeconomic
environment and rapidly changing industry landscape.

High performance smartphones and tablets with high resolution displays are
expected to continue to be the key growth drivers of the consumer electronics
market. In today’s Mobile Internet Era, consumers are engaged simultaneously
with multiple mobile devices and multiple screens including smartphones,
tablets, ultrabooks, PCs, TVs, etc. The Group has been developing more
innovative products and technologies which enable low power, high resolution
and high speed displays to best capitalize on this market trend.

In terms of TFT LCD display driver ICs, we expect our high resolution TFT LCD
display driver IC business to ramp up in the 2H of the year, and our metal
oxide TFT LCD display driver ICs which have started pilot shipment to start
mass production in the 2H of the year. Our new TFT LCD display driver ICs
supporting in-cell touch technology are expected to be launched to score more
design wins. We also aim to develop a new AMOLED display driver IC for HD
display in 2014.
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Our high speed MIPI display interface controller IC business are expected
to ramp up in the 2H of the year, and we are also launching new solutions
enhanced with image processing functions targeting tablets and ultrabooks.

For capacitive touch panel controller ICs, the Group anticipates that with
enhanced product features and performance together with a broadened
portfolio covering multiple applications, our touch panel controller business
will gain momentum commencing the 2H of 2013, and contribute to the total
shipments and sales growth.

China is leading the growth of global LCD TV shipments and remains our key
target market. The Group will continue to develop more new TFT LCD display
driver ICs for TVs and computer monitors, in alignment with the business
objectives and future business plans of its anchor customer in China, Nanjing
CEC Panda LCD Technology Co., Ltd.

The Group maintains a positive view about the growth potential of
bistable displays. Apart from striving to further ramp up its business for
ESL application, in view of the growing market needs to display more
complex information beyond numeric data in high resolution with low power
consumption, the Group plans to boost its AMEPD businesses to capture
the rising demand and contribute to overall sales. In addition, the Group is
exploring other potential applications of bistable displays, such as inventory/
warehouse management, smart cards, etc.

The Group has been identifying opportunities to diversify and extend further
the applications of PMOLED display ICs to drive business growth. Healthcare
products represent a key application segment with strong growth potential,
in addition to products which feature high brightness and energy saving
functions, such as set-top boxes and smartphone accessories.

In terms of LED lighting, the Group will continue to focus on high quality, high
performance products targeting top-tier customers. Apart from ramping up
production of the new products with design wins secured, the Group is also
working on the development of modules for smart LED lighting solutions which
integrate wireless control with multi-color features. In addition, the Group is
working on the development of OLED lighting solutions.

The Group also will strive to achieve more design wins for its graphic display
controller ICs for applications such as 3D cameras, multi-view cameras and
baby monitors.
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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 under review, the Group spent
approximately US$6.8 million on R&D, representing about 54% of the total
expenses and 22% of sales.

Many intellectual properties were developed or under development during
the past six months aimed at low power, high resolution smart device
applications. These included mobile display drivers for oxide panels and in-
cell touch, high speed serial interfaces with ultra power consumption for up to
WQXGA resolution, intelligent touch algorithms to enable fast and accurate
response for both double and single layer multi-touch, smart analog front end
with optimal touch sensitivity, innovative architecture in OLED lighting drivers
for major intelligent lighting control systems, novel high voltage discharge
techniques for improving panel reliability and image sticking, improved
efficiency buck/ boost converters, high accuracy temperature sensors, etc.

During the period under review, the Group has filed several patent applications
with patent offices in different regions, including the USA, China, Taiwan,
Korea and Europe. The Group has been successfully granted three patents on
touch panel technology, color management and LED lighting control.

As at 30 June 2013, the Group had an R&D workforce of 186, representing
approximately 60% of our total employees (excluding those of a manufacturing
subsidiary in China). The Group’s R&D teams possess domain expertise in
various areas, spanning from high-voltage mixed-signal design, high speed
serial interface design, analog power management, and high speed low power
System-on-Chip design, as well as algorithm design to system architecture
design. This wide array of critical knowhow enables fast fulfillment of
customers’ sophisticated requirements. The Group has adopted wafer
technologies as advanced as 65nm CMOS logic and 80nm embedded high
voltage on 12" wafer, and is migrating to the next technology node of 55nm
high voltage process, to address the challenge of supporting increasingly
higher resolution and lower power consumption in mobile consumer end
products.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

BEE W LD (&)

HUMAN RESOURCES

As at 30 June 2013, the Group had a total workforce of 377 employees, of
whom about 45% were based at the Hong Kong headquarters with the rest
located in China, Japan, Singapore, Taiwan and the USA.

As a technology company relying on intellectual excellence, we 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 2013.
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As at 30 June 2013, the interests and short positions of each director and R1BEEANA - FEZRERTHAERARNE R EARE

the chief executive in the shares and underlying shares of the Company or B(ExRERRABGN) 6RO REBRN BRI SFO
its associated corporations (within the meaning of the Securities and Futures EXVBEINGEREARREFENELAMLE - SARE EW
Ordinance), as recorded in the register required to be kept by the Company NREZETERRINRETAUHNG AL R KRB ATH R K

under Section 352 of part XV of the SFO or as notified to the Company and the KEWT
Stock Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies were as follows:

Ordinary shares of HK$0.10 each in the Company as at 30 June 2013
1201356 A 30 HF L F SREE0.10ETHEER

% of the issued

share capital
of the Company
23N
Shares  Share options’ Total BT
B {7 Mg 5t BFEESL
Independent Non-executive Directors ﬁl‘r.#ﬁﬁ'i$
Sun, Patrick EEE Long ##E% - 800,000 800,000 0.03%
Choy Kwok Hung, Patrick B Long 125 2,712,000 2,000,000 4,712,000 0.19%
Yiu Tin Chong, Joseph NS Long - 2,000,000 2,000,000 0.08%
Wong Yuet Leung, Frankie HZHER Long 127 - 2,000,000 2,000,000 0.08%
Non-executive Directors FBTER
Lai Weide REE Long % - - - -
Lam Pak Lee HWEE Long #Es 1,200,000 800,000 2,000,000 0.08%
Sheu Wei Fu TR Long 17 - - - -
(alternate to Lam Pak Lee) (MEBRNERESR)
Li Xiaochun s Long 1% - - - -
Zhao Guiwy HER Long 17 - - - -
Executive Directors BITES
Leung Kwong Wai P long #E% 119,400,308 2,000,000 121,400,308 4.94%
Lai Woon Ching TiE)E Long HEz 26,899,032 2,000,000 28,899,032 1.18%

* These are share options granted under the Share Option Schemes (with more * ZE BRI SRR B (FER BN EN BB ZBIRE -
details on pages 40 to 41).
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Saved as disclosed above, at no time during the period had the Directors and
chief executive of the Company (nor their associates) 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"), a member of senior management
of the Group (an ex-Executive Director of the Company), through investment
vehicles under their control invested in BJ-LED, an associated company of
the Group. Mr. Choy and Mr. Lo declared that their respective percentage
beneficial ownership in BJ-LED was 15.3% and 11.5% respectively as at 30
June 2013.

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 chief executive of the Company (nor their associates)
hold any interests or short positions in the shares or underlying shares in, or
debentures of, the Company or its associated corporation, other than Dr. Leung
Kwong Wai who holds shares of certain subsidiaries solely for the purpose of
ensuring that the relevant subsidiaries have more than one members.
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The register of substantial shareholders required to be kept by the Company
under section 336 of Part XV of the SFO shows that as at 30 June 2013,
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.

BARSFOEXVHENBKRAFTENEIERRBZEAMA R B
013F6A30R  ARFERENE T EERFERALER M K
BB DR R KA R (BIRA D AR BT TARAE S 5% 3
PAEER) - ZERBALNEBNARARIZEERERTRALR
BERAINE o

Ordinary shares of HK$0.10 each in the Company as at 30 June 2013
1201356 A 30 B x 2 E) SRR {E 0.10 # T B &R

Name Capacity

BREE 5

China Electronics Corporation Interest of controlled corporation
TEEFESEXREEAR AR e NS 3

Note:

The long position of 703,936,000 shares of the Company were held by 2= E &R A 7]
("HDC"). China Electronics Corporation controlled the entire issued share capital of A2
B E i O 482 8] ("CEC-IE"), which in turn held 100% interest in HDC, and as
such, CEC was deemed to be interested in the 703,936,000 shares of the Company held
by HDC

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 2013.

% of the issued

share capital of
Number of the Company
Position sharesheld  {5FATERIT
ok FrisRin 8 B 2. ¥=11174
Long 703,936,000 28.63%
i3
i

EEERAAFATIBIBBARARD 2 HEE - FHEFEEEEE
EERARZHPEEF#ENARRA2HBBITRA > MPHE T
DEATBEEZESERATNI0%ER - AMCICREAEAESER
N EIETHEA £ 703,936,000 LA A R Rk AD 2 RS o

Br EXCATIREEZ SN - R 2013F6 A30H » ARRWERMENA
DEIRA BRI P HE T AEERAR
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SHARE OPTION SCHEMES
B REsT 2

The Company adopted a share option scheme at an extraordinary general meeting
held on 25 February 2004 and a meeting of the Board on 19 March 2004 (“Existing
Share Option Scheme”) under which options may be granted to subscribe for the
Company's shares. The Scheme is valid for a period of 10 years.

The Board successfully obtained shareholders’ approval at the annual general
meeting held on 28 May 2013 for the adoption of the 2013 Share QOption
Scheme and the termination of the Existing Share Option Scheme.

No share options were granted under the 2013 Share Option Scheme from
the date of adoption till 30 June 2013. Movements in the number of share
options outstanding under the Existing Share Option Scheme and their related
exercise prices for the six months ended 30 June 2013 are as follows:

ADRT D BIF 20042 A 25 BEITHREEIAE £ R
004F3R19ARITMES S LIVENBRES((REE
BRigatdl])  Eit - IR BRIEUARB ARG - ZiTElA
BEABI0F o

EZEN0I3F5ABARTHRRBEFAEG LAHEERRE
TR 2013 FRBBUER 8| R BRI A R & -

TERMBEZ2013F6 A30 B 1 - WARR 2013 FEBEBRAEZF LT
IBERAE - BE2013F6 A30F L6 A RN B EBRIEASET
WATTERRESENEHREFHTERYFHNT

Number of share options (in thousand units) Exercise period
WRENE (BT T
Held on Held on
1 January Lapsed  Exercised 30 June  Exercise
2013 during during M3 price
R13E  theperiod  theperiod  W2013F  HKS
118 i Wl GHNE  fTEE Grant Date Begins Ends
] B&N BT 5H #n #HAK Fita &R
Independent Non-executive Directors
BUFTES
Sun, Patrick 1,200 (1,200) - - 06200 28 June 2010 1 July 2011 30 June 2013
B W0F6ANBE  ANFTAIE WRF6ANA
1,200 - (1,200) - 01634 30 September 2011 10October 2012 30 September 2014
WIFIANE  MFNAIR WUFIANA
800 - - 800 02126 28 September 2012 1 October 2013 30 September 2015
N012FIABE NBFNAIE WHFIANA
3,200 (1,200) (1,200) 800
Choy Kwok Hung, Patrick 1,200 (1,200) - - 06200 28 June 2010 TJuly 2011 30 June 2013
S WOF6ANBAE  NNFTAIE NRF6ANA
1,200 - - 1,200 01634 30 September 2011 10October 2012 30 September 2014
NWIEIANA  WENAIE 0FIANA
800 - - 800 02126 28 September 2012 1 October 2013 30 September 2015
M2FIABE  NFENATE 05FIANA
3,200 (1,200) - 2,000
YiuTin Chong, Joseph 1,200 - - 1200 01634 30 September 2011 1October 2012 30 September 2014
PN NVEIANA 02F0ATE WUEIANA
800 - - 800 02126 28 September 2012 10October 2013 30 September 2015
WEIABA WBENVAIE 0BFIANA
2,000 - - 2,000
Wong Yuet Leung, Frankie 1,200 (1,200) = - 06200 28 June 2010 TJuly 2011 30 June 2013
"AR WOE6ANBE  WNFTAIE NRF6ANA
1,200 - - 1200 01634 30 September 2011 1 October 2012 30 September 2014
NVEIANE 02FNATE WUEIANA
800 - - 800 02126 28 September 2012 1 October 2013 30 September 2015
W2EIABA ABENAIE NBFIANA
3,200 (1,200) - 2,000
Subtotal
Vit 11,600 (3,600) (1,200) 6,800
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Number of share options (in thousand units) Exercise period

RRIENE (i) fHEs
Held on Held on
1 January Lapsed  Exercised 30 June  Exercise
2013 during during M3 price
R213F  theperiod  theperiod  F2013FE  HKS
118 i Wl GANE  fEE Grant Date Begins Ends
B8 BEN B1T{E HH B #HAK Fita &R
Non-executive and Executive Directors
FATRUTES
Lam Pak Lee 1200 (1,200) - - 08200 28 June 2010 1 July 2011 30 June 2013
HAE WOEGANBAE META1A MIECANA
1200 - (1,200) - 06 30 September 2011 1 Qctober 2012 30 September 2014
MIEIANA NIENAIA WHEIANA
800 - - 00 0212% 28 September 2012 1 Qctober 2013 30 September 2015
MFIABA WIENAIA WHEIANA
3200 (1,200) (1,200) 800
Leung Kwong Wai 1.200 (1,200 - - 0620 28 June 2010 Tuly 2011 30 June 203
2EE 056/ BHA NMETA1A N13E6ANA
1200 - - 1200 01634 30 September 2011 1 Qctober 2012 30 September 2014
MIEIANA MENAIR MAEIANA
800 - - 00 0212 28 September 2012 1 Qctober 2013 30 September 2015
MEIANBA MIFENATH M5EIANA
3200 (1,200) - 2,000
Lai Woon Ching 1.200 (1,200 - - 0620 28 June 2010 Tduly 2011 30 June 2013
RER 0564 BA NMETA1A N13F6ANA
1200 - - 1200 01634 30 September 2011 1 Qctober 2012 30 September 2014
MEIANE MENAIA MAFIANA
800 - - 00 0212 28 September 2012 1 Qctober 2013 30 September 2015
MEIANBA MIFENATH MEEIANA
3200 (1,200 - 2000
Subtotal
it 9600 (3,600 (1,200} 4800
Others
it
Senior management 4,800 (4,800) - - 0820 28June 2010 1 July 2011 30 June 2013
BREEE WOEGANBA META1A M3ECANA
1200 - - 1200 01634 30 September 2011 1 Qctober 2012 30 September 2014
WEIANA MFNATE MAFIANA
800 - - 00 0% 28 September 2012 1 Qctober 2013 30 September 2015
MIEIABA MENAIR MEEIANA
Subtotal
it 6,800 (4,800) - 2000
Total
#it 28000 (12000) (2.400) 13600
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CORPORATE GOVERNANCE AND SUPPLEMENTARY INFORMATION

tERERAKMAEH

Corporate Governance Code

The Company had complied with all applicable code provisions of the
Corporate Governance Code under Appendix 14 of the Listing Rules throughout
the six months ended 30 June 2013.

Pursuant to the Code Provision A.6.7, Independent Non-executive Directors
and Non-executive Directors should attend general meetings. One Independent
Non-executive Director and three Non-executive Directors of the Company
were unable to attend the annual general meeting of the Company held on
28 May 2013 due to their business engagements. All other Independent Non-
executive Directors and Non-executive Directors were present and available
to answer any questions from shareholders of the Company.

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

The Company has its own written guidelines on securities transactions by
Directors and relevant employees on no less exacting terms than the required
standard set out in Appendix 10 of the Listing Rules. Specific enquiry has been
made to all Directors, and all Directors have confirmed that they have been in
compliance with such guidelines during the six months ended 30 June 2013.

Other Changes about Directors

In accordance with Article 112 of the Company’s Articles of Association, the
retiring directors, namely Messrs. Choy Kwok Hung, Patrick, Li Xiaochun, Lai
Weide and Zhao Guiwu, were all successfully re-elected at the 2013 Annual
General Meeting.

In January 2013, Dr. Leung Kwong Wai was appointed by the Chief
Executive of the HKSAR as a non-official member of the Working Group on
Manufacturing Industries, Innovative Technology, and Cultural and Creative
Industries, which is among the four Working Groups of the Economic
Development Commission.

As announced on 27 June 2013 by the Chamber of Hong Kong Listed Companies,
the Company's Independent Non-executive Chairman, Mr. Sun, Patrick, was
elected as the Chairman of the Chamber of Hong Kong Listed Companies.

Dr. Leung Kwong Wai was appointed as a Justice of the Peace ("JP") by
the Chief Executive of the HKSAR with effect from 1 July 2013, pursuant to
section 3(1)(b) of the Justices of the Peace Ordinance (Chapter 510) of the
HKSAR.
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Purchase, Sale or Redemption of the Company's Listed
Shares

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

Review of Condensed Consolidated Interim Financial
Information

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

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

Investor Relations and Communications

The Group recognizes the rights of the Company’s shareholders to know
more about its business and prospect, and therefore it has always taken
a proactive approach to communicate with the investment community, for
example, institutional investors, sell-side analysts and retail investors. In
the 1H of 2013, the Group held meetings and conference calls with investors
and analysts. To enhance the Group’s profile among the general public in
Hong Kong, interviews were conducted with local media, and group visits
to its principal office were arranged with local universities and technology
institutions. Stakeholders of the Company are recommended to visit the
Group's website (www.solomon-systech.com) from time to time, where up-to-

date information of the Group can be accessed.

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

All the interim financial and other related information of the 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 22 August 2013.
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DEFINITIONS AND GLOSSARY

AMEPD Active Matrix Electrophoretic Display

AMOLED Active Matrix Organic Light Emitting Diode

ASP Average Selling Price

BJ-LED Beijing LED Lighting Engineering Co., Ltd.**, a company incorporated in the PRC with limited liabilities

Board Board of Directors

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

China Mainland China

Code Provision Code Provisions in the Corporate Governance Code

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

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

DVR Digital Video Recorder

ESL Electronic Shelf Label

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

FVTPL Financial assets/ liabilities at fair value through profit or loss

Group the Company and its subsidiaries

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

HKAS Hong Kong Accounting Standards

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

HKSAR/Hong Kong Hong Kong Special Administrative Region

IC Integrated Circuit

IP Camera Internet Protocol Camera

LCD Liquid Crystal Display

LED Light Emitting Diode

LTFT-LCD Large Thin Film Transistor Liquid Crystal Display

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

MIPI Mobile Industry Processor Interface

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

OLED Organic Light Emitting Diode

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

PMOLED Passive Matrix Organic Light Emitting Diode

PRC the People’s Republic of China

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

QR Code Quick Response Code

ROM Read Only Memory

R&D Design, development and engineering

S&D Selling and Distribution

SFO Securities and Futures Ordinance

TFT Thin Film Transistor

the Stock Exchange The Stock Exchange of Hong Kong Limited

USA United States of America

VFD Vacuum Fluorescent Display

WIFI Wireless Fidelity, wireless local area network products based on the IEEE 802.11 standards

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

* ¥

for identification purpose only
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CORPORATE AND SHAREHOLDER INFORMATION

RERBEREFR

Financial Calendar
Financial Year End
31 December

Interim Results Announced
22 August 2013

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
2,458,702,351 (as at 30 June 2013)

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

4/F, Royal Bank House

24 Shedden Road, George Town

Grand Cayman KY1-1110

Cayman Islands

Branch Share Registrar
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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Board Members

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

Mr. Choy Kwok Hung, Patrick

Mr. Wong Yuet Leung, Frankie

Mr. Yiu Tin Chong, Joseph

Non-executive Directors

Dr. Lam Pak Lee (Mr. Sheu Wei Fu as his alternate)
Mr. Li Xiaochun

Mr. Lai Weide

Mr. Zhao Guiwu

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

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

Company Secretary

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

Vice President, Finance

Investor Relations

Mr. Jerry Chan

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

Corporate Communications

Ms. Jessica Lee

Corporate Communications Manager

Tel: (852) 2207 1672

Fax: (852) 2207 1372

Email : communication@solomon-systech.com

Principal Office

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

Shatin, New Territories

Hong Kong

Tel: (852) 2207 1111

Fax: (852) 2267 0800

Website

www.solomon-systech.com
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This 2013 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 branch 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 solomon2678-

WBFPHRENTRAXAHACEZR A AR B/

www.solomon-systech.com °

BEEBRNAMBKRARRN D RABA KR REENRR
8 VBERBREE(NER)  PHRS  PHRRERS(E
) g@AE LW BRRRRZERR) - REEME
B AR B A A B A E) R AR L R B AR - 7T
B BRABE 7 A ER B Z XD RRENNRIA

BRAERTAAAAERENEEHALN  BRERATHREH
EIRIARERYRA AR Z RRBANS R - ZEMBANEZT
AARZBRRDBFELN R - FEEFELBRAF - it
REBEFERARERBRLEET V262  JEZBAER

2 s0lomon2878-ecom@hk.tricorglobal.com °

ecom@hk.tricorglobal.com.
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