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FINANCIAL HIGHLIGHTS

BHHE

Unaudited
RIBER
Six months ended 30 June
6H30H L6 A
2019 2018
USS$ million US$ million
EEEWS HEXET
Revenue HER 56.6 45.7
Gross profit S 10.0 14.6
Gross margin (%) FEFE(%) 17.6 32.0
Net loss B8 E5E 9.6 6.3
Loss per share (US cent) BheEE W) 0.39 0.25
Book-to-bill ratio HET S 1.1 1.1
Unaudited Audited
RISEZ KEENZ
30 June 31 December
6H30H 12A31H
2019 2018
US$ million US$ million
BEER BEET
Total assets BEE 98.4 107.0
Shareholders’ funds ey 69.4 79.0

° Revenue increased by about 24% to US$56.6 million

° Gross profit was US$10.0 million

° Gross margin was 17.6%

° Net loss was US$9.6 million

° Loss per share was 0.39 US cent (3.02 HK cents)

° Book-to-bill ratio was 1.1

HERETA24%E56.6 B E5TT

EFA1008EXT

ENER17.6%

ERFER6ABET

FRYEE A0.39%1(3.02811l)

STEHELE A
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FINANCIAL HIGHLIGHTS (continued)
B EE

Interim Dividend

The Board of Solomon Systech (International) Limited resolved
not to declare an interim dividend for the six months ended 30
June 2019.

Interim Results

The Board announces 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 2019 together with the comparative figures for the
corresponding period as follows.
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CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT

MG AT HERR

For the six months ended 30 June 2019
2201946 A30H 1L61E A

Unaudited
RIBER
Six months ended 30 June
6H30H L6 A
2019 2018
Notes US$'000 US$'000
i FEn FEr
Revenue HER 5 56,599 45,685
Cost of sales SHEMA (46,626) (31,067)
Gross profit ESA 9,973 14,618
Research and development costs 9 K BB R AR (14,015) (16,578)
Selling and distribution expenses HE RO HEAX (1,819) (2,037)
Administrative expenses TR (6,430) (6,609)
Other income and gains — net EMRA Rz — % 2,272 1,936
(10,019) (8,670)
Finance income — net BEWA—F5E 7 327 2,147
(9,692) (6,523)
Share of profits of associates FEIEBEE AR B 43 93
Loss before tax KR RTEB 6 (9,649) (6,430)
Income tax credit FSHER 8 23 114
Loss for the period HANER (9,626) (6,316)
Attributable to: JEAG
— Owners of the parent SV \VUNCIE PN (9,569) (6,266)
— Non-controlling interests —IEIE RS (57) (50)
(9,626) (6,316)
Loss per share attributable to RARIEBERFEA
ordinary equity holders of the parent: BBV EREIE
(expressed in US cent per share) (AL 2 9
- Basic —H K (0.39) (0.25)
— Diluted —#E (0.39) (0.25)

RPIRHE 2019 hEisgE 3



CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME
B e P2 RRARR

For the six months ended 30 June 2019
2201946 A30H 1618 A

Unaudited
RBER
Six months ended 30 June
6H30H 6@ A
2019 2018
US$'000 US$'000
FER FET
Loss for the period HREE (9,626) (6,316)
Other comprehensive income/(loss) Hib2HEUWA (BE)
Other comprehensive income/(loss) REREE - Eth2ERA/(BB)
that may be reclassified to profit or loss HEMDEEERE
in subsequent periods:
— Exchange differences arising on —MERINEBREE Y
translation of foreign operations bE = (37) 569
Total comprehensive loss for the period HAN2HEBERT (9,663) (5,747)
Attributable to: JE1h
— Owners of the parent —RNEEEB A (9,606) (5,697)
- Non-controlling interests — IR S (57) (50)
(9,663) (5,747)

The notes on pages 8 to 36 form an integral part of this condensed consolidated interim financial information.
£8E36 MM AR S P ER B AR AR o
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION

BiE S P HBEIULR

As at 30 June 2019

720196 A30H
Unaudited Audited
RISEX RN
30 June 31 December
R6H30H #®12A31H
2019 2018
Notes US$'000 US$'000
B FxEx FET
NON-CURRENT ASSETS FREBEE
Intangible assets ELEE 13,547 15,609
Property, plant and equipment ME - BB NEE 4,247 5,036
Right-of-use assets FRAEEE 2,502 -
Investments in associates REtZ AN RIRRE 780 737
Equity investment designated at BATFEEF AR MR
fair value through other KRR E
comprehensive income 839 839
Prepayments and deposits FENFRIER & 11 597 525
Financial asset at fair value through BBEBEARBRAFEERN
profit or loss B EE 343 467
Total non-current assets IEMENVE EMEET 22,855 23,213
CURRENT ASSETS REEE
Inventories EN— 20,280 32,654
Trade and other receivables, R WS R e L Ath R U
prepayments and deposits FANFRIERE® 11 29,516 28,838
Financial assets at fair value through BBEBERARBRAFEERN
profit or loss B & E 1,055 8,780
Pledged bank deposit EHEARIRITFR 130 130
Cash and cash equivalents RENREEEY 24,556 13,395
Total current assets BB EEET 75,537 83,797
CURRENT LIABILITIES REAE
Trade and other payables FEAS 3k Ko ELAth FE AT 3 12 25,516 26,912
Lease liabilities HEBE 1,386 -
Interest-bearing bank borrowings RITETEEN 175 198
Deferred income PFEIEU A 296 405
Tax payables FERTFR R 158 152
Total current liabilities U I=CEF 27,531 27,667
NET CURRENT ASSETS REBEEZE 48,006 56,130
TOTAL ASSETS LESS CURRENT BEERRBEE
LIABILITIES 70,861 79,343
NON-CURRENT LIABILITIES FRBEME
Lease liabilities HEaE 1,196 -
Deferred tax liability BIEFTSHIAE 287 313
Total non-current liabilities IEME B EARET 1,483 313
Net assets BEFE 69,378 79,030
EQUITY s
Equity attributable to owners RATEE A
of the parent PElhiEs
Issued capital BEITARAR 13 31,967 31,967
Reserves & 36,898 46,493
68,865 78,460
Non-controlling interests R E R 513 570
Total equity e 69,378 79,030

The notes on pages 8 to 36 form an integral part of this condensed consolidated interim financial information.

FBEICE MM i AR A P BB B A -

RPIRHE 20195 RS

5



CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY
MG e T HERE PR

For the six months ended 30 June 2019

2201946 A30H 1618 A
Unaudited
*IEH
Attributable to the equity holders of the Company
RLARBEAARE
Exchange Equity Non-
Issued Share  Merger fluctuation compen-  Fair value Other Accumu- controlling Total
capital  premium  reserve  reserve  sationreserve  reserve  reserve lated losses Total  interests equity
BRORA  RORE SHRE  ENGRE ROBGEMEE AVERE  AtRE ZithE B FEREE 4R
US§000  US§000  USS'000  USS'000 US§000  US§000  USS'000 US§000  US§000  US$000  USS000
Tt T TR T Hr T Hr T R Tan
At 1 January 2018 #2018E1A18 31958 83470 2,082 (303) 17692 - 20 (43983) 91,146 662 91,808
Loss for the period BnER - - - - - - - (6266 (6.266) (B0 (6316)
Other comprehensive income HREHZERA
for the period
- Exchange differences arising on -AEENERE
translation of foreign EEEREE
operations - - - 569 - - - - 569 - 569
Total comprehensive income/(loss) ~ 2EYA /(B8 &3t - - - 569 - - - 162650 (5697 B0 (5747)
Equity-settled share option amangements R Ez5E - - - - 4] - - - 5 - 5
Exercise of share options EhEETS 9 8 - - 9 - - - 8 - 8
At30 June 2018 #2018%6A308 31,97 83498 2,082 266 17,678 - 20 (50,249) 85,472 612 86,084
At 1 January 2019 201921418 31967 83,489 2,082 91 17,04 697 20 (57,800) 78,460 570 79,030
Loss for the period BRER - - - - - - - (9569)  (9,569) (57 (9620)
Other comprehensive loss BRip2EEE
for the period
- Exchangs differences arising on -BERNEEE
translation of foreign EEEREE
operations - - - (37) - - - - (37) - (37)
Total comprehensive loss 3 -0 - - - (37 - - - (9569 (9,606) (57 (9,663)
Eouity-settled share option arrangements R ERSRE - - - - 11 - - - 11 = 1
At30 June 2019 12019864308 31967 83489 2,082 54 17,115 697 20 (67,369) 68,865 513 69,378

The notes on pages 8 to 36 form an integral part of this condensed consolidated interim financial information.

FBEICAMMERA TR S H IR BFE R AAERE D -
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CONDENSED CONSOLIDATED INTERIM CASH FLOW STATEMENT

= A =B
GRS REMER
For the six months ended 30 June 2019
2201946 A30H 1L61E A
Unaudited
RBER
Six months ended 30 June
6H30H 61 A
2019 2018
US$'000 Us$'000
FEx FET
Net cash from/(used in) operating activities &&ZEEL (FRH)NRESTEE 3,739 (12,368)
Cash flows from investing activities RETEZHERE
Purchases of items of property, plant and BEME  BEREH
equipment (59) (1,241)
Proceeds from disposal of financial assets at HERBEINRBRATFEEN
fair value through profit or loss I EERFIE 8,178 11,314
Interests received EUF & 57 251
Dividends received B S 24 89
Net cash from investing activities RETHEENESFHE 8,200 10,413
Cash flows from financing activities ﬂﬁ%ibziﬁéﬁ;
Repayment of interest-bearing bank borrowing EEF{15t 8 E (23) (46)
Proceeds from exercise of share options ﬁ%ﬂx%ﬁ%ﬁﬁﬁﬁﬁ?ﬁ - 28
Principal portion of lease payments MENZOAEE (719) -
Net cash used in financing activities METEERANRETE (742) (18)
Net increase/(decrease) in cash and BeRRSEEMEM/ (RD)
cash equivalents 11,197 (1,973)
Cash and cash equivalents at BUNEESRREEEEY
beginning of period 13,395 23,347
Effect of foreign exchange rate changes, net [EXREH T FH (36) 409
Cash and cash equivalents at HARASRALEEY
end of period 24,556 21,783
Analysis of balances of cash and ReRREeEENZ
cash equivalents: EHD
- Bank balances and cash —RITEBRRES 24,556 21,783
The notes on pages 8 to 36 form an integral part of this condensed consolidated interim financial information.
F8E3CE MM ARERERA T I ER B EPH
SFE 20195 R RS 7



General information

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

The Company was incorporated in the Cayman Islands on
21 November 2003 as an exempted company with limited
liability under Cap.22, the Cayman Islands Companies Law
(Law 3 of 1961, as consolidated and revised). The address
of its registered office is P.O. Box 10008, Willow House,
Cricket Square, Grand Cayman, KY1-1001, Cayman Islands
and the address of its principal office in Hong Kong is
6/F., No. 3 Science Park East Avenue, Hong Kong Science
Park, Shatin, New Territories, Hong Kong.

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

This condensed consolidated interim financial information
has been reviewed but not audited, and it was approved
for issue on 21 August 2019.

Basis of preparation

This unaudited condensed consolidated interim financial
information for the six months ended 30 June 2019 of the
Group has been prepared in accordance with HKAS 34
“Interim Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants. The unaudited
condensed consolidated interim financial information does
not include all the information and disclosures required
in the annual financial statements, and should be read in
conjunction with the Company’s annual report for the year
ended 31 December 2018.

Solomon Systech (International) Limited  Interim Report 2019
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BEENERGEFEMRRAGERAATR  REZE
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AERGETRPBER HCEREREEZ I
7201998 A21 BIERL £ T3 -

RREE
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Significant accounting policies

The accounting policies adopted in the preparation of
the unaudited condensed consolidated interim financial
information are consistent with those followed in the
preparation of the Group’s annual financial statements
for the year ended 31 December 2018, except for the
adoption of the new and revised Hong Kong Financial
Reporting Standards (“HKFRSs") effective for the first
time for the annual periods beginning on or after 1
January 2019.

(a) Changes in accounting policies and
disclosures
The Group has adopted the following new and
revised HKFRSs for the first time for the current
period’s financial information.

EXEABE

BRERATIE2019F1 A1 AR RN FES
RERF ] RAIERT 2 BRI B s &R ([ &8
AEImEER ]I - REREEGERASEETHY
BERMRMZ SRR ERRARERE2018F
12ANALFEZ FERBRERARBE K -

(a) EHBRREZZEH

AKEERNAHBHBEREREAAT
#a] R ER] < BB B HREER -

Amendments to HKFRS 9
BAUBHREERFIR BT

HKFRS 16 Leases
BB EERE 165 HE

Amendments to HKAS 19
BERGFIERE199 2 1E85]

Amendments to HKAS 28

BAGETERIF 285 2 1ER] R TR

HK(IFRIC)-Int 23

T8 (BERMBHRERELZES) Fr i B B Ry T 1
—REE23

Annual Improvements
2015-2017 Cycle

2015F 2201 7F HE BBMIERERE
FEHHE BAGEE

Prepayment Features with Negative Compensation
A BB TE T E R

Plan Amendment, Curtailment or Settlement
STEIEIE - AEaet3R(E

Long-term Interests in Associates and Joint Ventures

E b3

Uncertainty over Income Tax Treatments

Amendments to HKFRS 3, HKFRS 11, HKAS 12 and HKAS 23

|35 - BBV HFRELEAE115E -
A 25 R BB G ERIE 235 2 ER]

Other than as explained below regarding the impact
of HKFRS 16 Leases, the adoption of the above
new and revised standards has had no significant
financial effect on this financial information.

BRI ABE MBS ERIF 1655
BERR BN RA LT RSB 2 £
HARBERN L RBEAMHEE -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION fcontnced)
MEsR e T B E P e

3.

10

Significant accounting policies (continued)

(a)

Solomon Systech (International) Limited

Changes in accounting policies and
disclosures (continued)

HKFRS 16

HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-
Int 4 Determining whether an Arrangement
contains a Lease, HK(SIC)-Int 15 Operating Leases
— Incentives and HK(SIC)-Int 27 Evaluating the
Substance of Transactions Involving the Legal Form
of a Lease. The standard sets out the principles for
the recognition, measurement, presentation and
disclosure of leases and requires lessees to account
for all leases under a single on-balance sheet model.
Lessor accounting under HKFRS 16 is substantially
unchanged from HKAS 17. Lessors will continue to
classify leases as either operating or finance leases
using similar principles as in HKAS 17. Therefore,
HKFRS 16 did not have any financial impact on
leases where the Group is the lessor.

The Group adopted HKFRS 16 using the modified
retrospective method of adoption with the date
of initial application of 1 January 2019. Under this
method, the standard is applied retrospectively
with the cumulative effect of initially applying the
standard recognised at the date of initial application,
1 January 2019 and the comparative information for
2018 was not restated and continues to be reported
under HKAS 17.

Interim Report 2019

3. EXEHBER®
(a) EHBRRERZEH (D)
TR BHEERF 160
ERAMBHRELEUNFTI6RMRBTE G E

AEV7HREE - BH (BRI BREREZ
BE)-RBEANETLHELEEHE -
Eﬁé(%fr%uﬁz?\a) REF155LE

—EERBLE(EBRBEZEY) RES
2751755%/3%&4@%&@/%& BHIAD ©
EREHFFER  TE - 2IERBEERENR
Al WEKFABANE-EEABREA
BREHE - BANBRELRE16HKAK
WABBETENE17REAHBANSE
BAR - WHEABEREFRAEFASIER
F17REUNSBERAGHES 7%%« Vil
ERBMERE - Bt - BEUBRESENE
16U R AEBEALBANEEEZLMT
A2 -

REEREREABE2019F1 A1BEAE
BB EERF16RMET B E - B
Bzh% ASBREARANRFTFEE
WIER - W 201951 A1 HMERETHY
FE - 12018 K LLEBUA R M E 5 I AE B
BERASERE1TRER -



3.

Significant accounting policies (continued)

(a)

Changes in accounting policies and

disclosures (continued)

HKFRS 16 (continued)

(i)

New definition of a lease

Under HKFRS 16, a contract is, or contains a
lease if the contract conveys a right to control
the use of an identified asset for a period of
time in exchange for consideration. Control is
conveyed where the customer has both the
right to obtain substantially all of the economic
benefits from use of the identified asset and
the right to direct the use of the identified
asset. The Group elected to use the transition
practical expedient allowing the standard to be
applied only to contracts that were previously
identified as leases applying HKAS 17 and
HK(IFRIC)-Int 4 at the date of initial application.
Contracts that were not identified as leases
under HKAS 17 and HK(IFRIC)-Int 4 were not
reassessed. Therefore, the definition of a lease
under HKFRS 16 has been applied only to
contracts entered into or changed on or after 1
January 2019.

At inception or on reassessment of a contract
that contains a lease component, the Group
allocates the consideration in the contract to
each lease and non-lease component on the
basis of their stand-alone prices. A practical
expedient is available to a lessee, which the
Group has adopted, not to separate non-lease
components and to account for the lease and
the associated non-lease components (e.g.,
property management services for leases of
properties) as a single lease component.

3.

EXE

(a)

FHR ()

EiRRREEZ8E (5

FEMBHEERE 163 (E)

(i)

HEMFTEE
BEBEBMBRELENE16% - HEH
AREARE 4 T 12— B Al ]
BB ECANER - BZENAEE
KBEME - ERFAREERTHE
BERGRAEIEENG A RERE
R AR R E EARERN R - BV
T o AEEEERERBEMENAT
BEAEAA T ZEREBEAR LR
BHAERARHEREESSERFE7
FRES(ERMBEREAREEE)—
RREITBRTEABENEL - BESR
B ENE17TRRES (BRI B

ERBLEY) RBEMAREATE
EMAHW MBI - Bt - BAH
BmEERE165E TMHEETRER
ARE2019F1 B1B 2 BT s #
BWEH -

REaHERINEOREIESHT
ey - AEEZEEBYERKE TN
RESETSERERFEERD - &
EIE%%E’W?@E/\TH%EE/X =
NIEMER D R HE MR
f‘?ﬁBn (i EBRENMEERRY)
ANEERE—HERD °
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NO%EZS T0 THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continseq
LGk

3.

12

SRR BAEMMNE

Significant accounting policies (continued)

(a)

Solomon Systech (International) Limited

Changes in accounting policies and

disclosures (continued)

HKFRS 16 (continued)

(ii)

As a lessee — Leases previously classified as
operating leases
Nature of the effect of adoption of HKFRS 16

The Group has lease contracts for various
items of property and vehicles. As a lessee,
the Group previously classified leases as
either finance leases or operating leases
based on the assessment of whether the
lease transferred substantially all the rewards
and risks of ownership of assets to the
Group. Under HKFRS 16, the Group applies
a single approach to recognise and measure
right-of-use assets and lease liabilities for all
leases, except for two elective exemptions
for leases of low value assets (elected on a
lease by lease basis) and short-term leases
(elected by class of underlying asset). The
Group has elected not to recognise right-of-
use assets and lease liabilities for (i) leases of
low-value assets; and (ii) leases, that at the
commencement date, have a lease term of 12
months or less. Instead, the Group recognises
the lease payments associated with those
leases as an expense on a straight-line basis
over the lease term.

Interim Report 2019

3.

EXEMBEE)

(a)

EiRRREEZ8E (5

FEMBHEERE16% (E)

(ii)

TERAMA — LHI A B BEEHEH

{1E

RNEEMBREREANF16FATENL
g

AEBHEEZ N MERAERENEE
B - ERARA - AEBEEAREY
MERBKWEAEMBRERTIEHRK
RS E AR BRGNS - HHEDE
ARERERLENRE - REFEMK
HEERF 165 ARERAE—TE
R L EMEHENEREEENE
R HEEEEERE(RERNME
EREEER) NEHMEE(RIAHEER
BIER) MIE R RIRI - AR
BREETHOEEEEERE - K
R B EEEHR12(8 A A T A
ME HREREEENEERE A
R AEBEREHNANEREREZ
THEHBNEENTERAMX -



3.

Significant accounting policies (continued)

(a) Changes in accounting policies and

disclosures (continued)

HKFRS 16 (continued)

(ii)

As a lessee — Leases previously classified as
operating leases (continued)

Impacts on transition

Lease liabilities at 1 January 2019 were
recognised based on the present value of the
remaining lease payments, discounted using
the incremental borrowing rate as at 1 January
2019.

The right-of-use assets were measured at
the amount of the lease liability, adjusted by
the amount of any prepaid or accrued lease
payments relating to the lease recognised in
the statement of financial position immediately
before 1 January 2019. All these assets were
assessed for any impairment based on HKAS
36 on that date. The Group elected to present
the right-of-use assets separately in the
statement of financial position.

The Group has used the following elective
practical expedients when applying HKFRS 16
at 1 January 2019:

° Applied the short-term lease exemptions
to leases with a lease term that ends
within 12 months from the date of initial
application

o Used hindsight in determining the lease
term where the contract contains options
to extend the lease

° Applied a single discount rate to a
portfolio of leases with reasonably similar
characteristics

3.

EXEAMBEE)

(a) EHBRREZZEE (S

FEMBHEERE 163 (E)

(ii)

1EBATN — KIS B BAS e
E(#)

BERE
R201951 A1 AMHEER RIS
ENFEOBRE - FH2019F1 188
EIREERRARE T AR -

FRREERBEHEAESENE X
FEEE2019F1 A1 BARIRE BN
RERMAE RN MBS ERE
ENRSBELAE - IEZSEER
ZARBEEEGERFEI6MB DR
BRI - REBREREMBRAEK
HARIRERREE

R2019F1 A1 BEAR BN KRS %
A5 16578 - AL FEAU TR
TR

o HESHNERERBHR2

EARGRNEERAEHEE
#e

s WAHNBEREREEMEEE
FIRERETHES

o HABEAREUNEOEREA
ERE-HRE
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION contnced
Ml P BRI E e

3. Significant accounting policies (continued)

(a) Changes in accounting policies and

disclosures (continued)

HKFRS 16 (continued)

(ii)

14 Solomon Systech (International) Limited

As a lessee — Leases previously classified as

operating leases (continued)
Impacts on transition (continued)

3. EX®HBR®)

(a) EHBRREZZEE ()

FEMBHEERE16% (E)

The impacts arising from the adoption of
HKFRS 16 as at 1 January 2019 are as follows:

(ii)

TERAMA — LHI A B BEEHEH
E(#&)
BEZE(E)

R2019F1 A1 BRMB BT RE%E
IS4 0EZ - JUNNE

Increase/(decrease)
i,/ CRd)
US$'000
TET
Unaudited
RICE
Assets EE
Increase in right-of-use assets FREAEEN 3,241
Decrease in trade and other receivables, FEMGR B Bt MR
prepayments and deposits BRZERTERD (3)
Increase in total assets BB 3,238
Liabilities 8
Increase in lease liabilities HEREEN 3,238
The lease liabilities as at 1 January 2019 R2019F1 A1AMEEAEHE201845F

reconciled to the operating lease commitments

as at 31 December 2018 are as follows:

12A31 B LR EAEHIRMT

US$'000
=T
Unaudited
RCEZ
Operating lease commitments as at 12018512 431 B A LT EKIE
31 December 2018 3,817
Weighted average incremental R201951 318 89 IR EER &
borrowing rate as at 1 January 2019 5.5%
Discounted operating lease commitments FR2019F1 A1 H OB RCE R ERRE
as at 1 January 2019 3,493
Less: Commitments relating to B RRRRERRBREENR
short-term leases and those leases 201912 A31H 82 Al
with a remaining lease term ending on & A TH E AR
or before 31 December 2019 (255)
Lease liabilities as at 1 January 2019 R2019F 1 A1EHHEEE 3,238
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3.

Significant accounting policies (continued)

(a)

Changes in accounting policies and
disclosures (continued)

HKFRS 16 (continued)

(iii)

Summary of new accounting policy

The accounting policy for leases as disclosed
in the annual financial statements for the year
ended 31 December 2018 is replaced with
the following new accounting policies upon
adoption of HKFRS 16 from 1 January 2019:

Right-of-use assets

Right-of-use assets are recognised at the
commencement date of the lease. Right-
of-use assets are measured at cost, less
any accumulated depreciation and any
impairment losses, and adjusted for any
remeasurement of lease liabilities. The cost
of right-of-use assets includes the amount
of lease liabilities recognised, initial direct
costs incurred, and lease payments made at
or before the commencement date less any
lease incentives received. Unless the Group is
reasonably certain to obtain ownership of the
leased asset at the end of the lease term, the
recognised right-of-use assets are depreciated
on a straight-line basis over the shorter of the
estimated useful life and the lease term.

3.

EXEAMBEE)

(a)

EiRRREEZ8E (5

FEMBHEERE 163 (E)

(i)

e HERHE

52019F 1 A1 BB IRMBBHHRE
%R 16501 - 220185 12A31H
HFEENFENBEREMERENEES
TR N FIE R R BORE

ERESE

EREEECRERN A S®ER - &8
A ERKARER R EMEMR
EEENE  UEMNBEERENENR
ATEELAR - EREEENKARE
ERRANEERESSE  CEENNR
BERKARA R ARG H B3 ATEL A
MEMFRERBIOEMEEES - bk
FAKER TSR EHE R
BHEBENMARE  TACHERNE
PREBEER G AIERFHAEEY
AR E BE)NIRBEREHRITE -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION contnced
Ml P BRI E e

3.

16

Significant accounting policies (continued)

(a) Changes in accounting policies and
disclosures (continued)

HKFRS 16 (continued)

(iif)

Solomon Systech (International) Limited

Summary of new accounting policy (continued)
Lease liabilities

Lease liabilities are recognised at the
commencement date of the lease at the
present value of lease payments to be made
over the lease term. The lease payments
include fixed payments (including in-substance
fixed payments) less any lease incentives
receivable, variable lease payments that
depend on an index or a rate, and amounts
expected to be paid under residual value
guarantees. The lease payments also
include the exercise price of a purchase
option reasonably certain to be exercised
by the Group and payments of penalties
for termination of a lease, if the lease term
reflects the Group exercising the option
to terminate. The variable lease payments
that do not depend on an index or a rate are
recognised as an expense in the period in
which the event or condition that triggers the
payment occurs.

In calculating the present value of lease
payments, the Group uses the incremental
borrowing rate at the lease commencement
date if the interest rate implicit in the
lease is not readily determinable. After the
commencement date, the amount of lease
liabilities is increased to reflect the accretion of
interest and reduced for the lease payments
made. In addition, the carrying amount of
lease liabilities is remeasured if there is
a modification, a change in future lease
payments arising from change in an index or
rate, a change in the lease term, a change
in the in-substance fixed lease payments
or a change in assessment to purchase the
underlying asset.

Interim Report 2019

3. EXEHBER®

(a) EHBRREZZEE ()

FEMBHEERE16% (E)

(iif)

B BRI Z(E)

MEAE

HEaBEAEEERR MU EERNE
ENFNRERR - HENTRERETE
R (BREEREE 50 R EKRHE
BT RTREELXmENAEH
ENFRFSFEERR T ORI
R HENFTBRAEREREAE
BITRMBEENTEERASKILLEE
i S B0 £ 5K (i 7 & A AR AN SR B IE
TR IERE) - WIR T B R M
ERAERENFESHNROFFX
B3 BRI RERR A S -

A ERENFRRER - HHETE
SHNETZEE @ AAREFEREME
BRI R HMEREERNE - £RKA
2k HEAENSBETIMEMAR
A SR YREEENBEENKT
PORD - geoh - gk - MERHKA
RS RSB M  HEHHE
A8 BERFHENTNEREE
MEEENMHRLZ( MIRERE
HREERBHATE -



3. Significant accounting policies (continued) 3.

(a)

(b)

Changes in accounting policies and (a)

disclosures (continued)

HKFRS 16 (continued)
(iv)

EXEAMBEE)

EiRRREEZ8E (5

FEMBHEERE 163 (E)

Significant judgement in determining the lease (iv)

term of contracts with renewal options

The Group determines the lease term as the

non-cancellable term of the lease, together

with any periods covered by an option to

extend the lease if it is reasonably certain to

be exercised, or any periods covered by an

option to terminate the lease, if it is reasonably

certain not to be exercised.

Issued but not yet effective Hong Kong
Financial Reporting Standards

The following new standards, amendments to

standards and interpretations have been issued,

but not effective for the financial year beginning 1

(b)

January 2019 and have not been early adopted by

the Group:

EBEEEMEANHEER Y REA
Her
AEEREHEHATIRENEE
8 A BEEHEEREN AR (fH
AR IR BT ) R E A
ERBMENEAHRE (A A ERHEE R
BB ETE) o

ERHERERZEFEMBEHREER

THIFER  EEER R EREEES - AR
2019F 1 A1 BRENTBRFEmAER - B
REE W IR RTIRAR -

Effective for
annual periods
beginning on

or after

FRAZ &I

FEHBEXR
Amendment to HKFRS 3 Definition of a Business 1 January 2020
BRI ELERIE IR 2 1EFT E /3004 20201 A1H

Amendments to HKFRS 10
and HKAS 28 (2011)
BB HREERIFE105 &
BB G ERIE2857(2011) 2 85T

HKFRS 17
BAMHRERAE175

Amendment to HKAS 1 and HKAS 8
BB G ERE 15 R ESR (85T

Sale or Contribution of Assets
between an Investor and
its Associate or Joint Venture
REEBR &S &3
2 IR EE M E el &

Insurance Contracts

RIZE

Definition of Material

WHAEE

No mandatory effective
date yet determined but
available for adoption

TR AR T SR I AE R B AR
HERT LR AN

1 January 2021
20211 18

1 January 2020
20201 A1H

RPIRHE 2019 hEisgE 17



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION fcontnced)
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Fair value and fair value hierarchy
of financial instruments

4.

EMTAZAFERAFRERN

The carrying amounts and fair values of the Group's BEREESEMEIATENSRIAN  KEE
financial instruments, other than those with carrying SR TEMEEENATFEDT:
amounts that reasonably approximate to fair values, are as
follows:
Carrying amounts Fair values
REE DYE
30 June 31 December 30 June 31 December
6H30H 12H31H 6A30H 12A31H
2019 2018 2019 2018
US$'000 US$'000 US$'000 US$'000
TER TEr TER =
Financial assets CREE
Financial assets at fair value BRBEEURBATEERW
through profit or loss BBEE 1,398 9,247 1,398 9,247
Equity investment designated at BATEE AR BE2EBAL
fair value through other e arEey
comprehensive income 839 839 839 839
2,237 10,086 2,237 10,086

Management has assessed that the fair values of cash
and cash equivalents, pledged bank deposit, trade
receivables, trade payables, financial assets included in
deposits and other receivables, financial liabilities included
in other payables and accruals, the current portion of
interest-bearing bank borrowings approximate to their
carrying amounts largely due to the short term maturities
of these instruments.

The fair values of the financial assets and liabilities are
included at the amount at which the instrument could
be exchanged in a current transaction between willing
parties, other than in a forced or liquidation sale.

Solomon Systech (International) Limited  Interim Report 2019
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Fair value and fair value hierarchy

of financial instruments (continued)
The following methods and assumptions were used to
estimate the fair values:

The fair values of listed equity investments and funds,
marketable bonds and marketable funds are based on
quoted market prices.

The fair value of an unlisted equity investment designated
at fair value through other comprehensive income is
estimated by observable prices or rates of sale of similar
assets. The directors believe that the estimated fair
value, which is recorded in the consolidated statement of
financial position, and the related changes in fair values,
which are recorded in other comprehensive income, are
reasonable, and that it was the most appropriate values at
the end of the reporting period.

The Group has a call option over non-controlling interest
of a subsidiary which is recorded as a financial asset at
fair value through profit or loss. The fair value of this call
option is based on a valuation technique that are not
based on observable market data.

Below is a summary of significant unobservable inputs
to the valuation of financial instruments together with a
quantitative sensitivity analysis:

EMTAZAFEHRLFRERN 2

AT ENBRR ARG A FEE -

IikERENES AEEEFNAIEEESH
NFEBEERTHRE -

NIERABEFAEMEZEABRARI  EHRERE
HARBEIRIERERIELEENHERRE
BE-E5RR8 RAMBMRKRFREOGH AL
BEARAABEMEBED (CARLM2EKE)
=REN  YHERREHREABNERE -

AEEEF AR FHERELRREE - LUARRE
Bt ERAZHH AT RS - ZRABENAAE
BEERTAEET SR GERM -

TR e R T RETHERBZEA TR
BABBERTERRENN :

Relationship of

Significant unobservable

unobservable As at As at inputs to

Valuation input 30 June 31 December fair value

Description technique BERTHE W6HA30H  ®12A31H T BEH A BB

Bt ER* BAHE 2019 2018 AT EENEE

Financial asset at fair value Monte Carlo Volatility 50% 50% The higher the

through profit or loss simulation R IE volatility, the higher

— Call option over method the fair value

non-controlling interests A REEELE RREAA  AEEERS
BpBENREATEEN

WREE Risk-free  1.43%-15% 1.18%-3.01% The higher the

—JHER BRI

interest rate

ERBRFE

Price-to-sales ratio

[k :<ES

risk-free interest rate,
the higher the fair value
ERRFIEDS
ATEERS

The higher the
price-to-sales ratio,

the higher the fair value
TEE A -
ATEEDD

0.61 0.72
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION contnced
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Fair value and fair value hierarchy 4. EMIAZLATFERLATFEERN 2
of financial instruments (continued)
The following tables illustrate the fair value measurement TREPTAEESRTENDABEFERF -
hierarchy of the Group’s financial instruments:
Assets measured at fair value: BERATERE
As at 30 June 2019 R201956H30AH
Fair value measurement categorized into
AFEAEDER
Quoted
prices  Significant  Significant
in active  observable unobservable
markets inputs inputs
BEEH BEM
ER EIf 2 FABE
mIEHNRE BAE BAE
(Level 1) (Level 2) (Level 3) Total
(B1EH) (%27BH) (SE3ER) Foy
US$'000 US$'000 US$'000 US$'000
TEr TEr TEr TER
Equity investment designated at fair & A FEEzH AL
value through other comprehensive 2B A MIIRIERE
income - 839 - 839
Financial assets at fair value through 3@iB1B25 AR AFBEHN
profit or loss: WBERE
— Call option over — TR R
non-controlling interests - - 343 343
- Listed fund —FmES 64 - - 64
— Marketable bonds —-AEEESH 422 = = 422
- Marketable funds ~-AEEES 569 - - 569
1,055 839 343 2,237

Solomon Systech (International) Limited  Interim Report 2019



4.

Fair value and fair value hierarchy
of financial instruments (continued)

As at 31 December 2018

EMTAZAFERLFRERN )

7201812 A31H

Fair value measurement categorized into
AHEAEDER

Quoted
prices Significant Significant

in active observable unobservable

markets inputs inputs

B2 P30

EE AR TAHR

TI5HRE BAE BAE
(Level 1) (Level 2) (Level 3) Total
(F1ER)  ($2BH)  (F3ER) st

US$'000 US$'000 US$'000 US$'000

T THT T THT

Equity investment designated BEAFEERAEM
at fair value through other 2EBARNIERE
comprehensive income - 839 - 839
Financial assets at fair value WRERNRMATEE
through profit or loss: REIBEE
— Call option over — R R R
non-controlling interests - - 467 467
- Listed equity securities - FTRERES
and fund 59 - - 59
- Marketable bonds —AEEER 567 - - 567
- Marketable funds ~AEEED 8,154 - - 8,154
8,780 839 467 10,086

The movements in fair value measurements within Level
3 during the period are as follows:

BN - EIBRIEANDFEZLIWT

Unaudited Audited

RIBER wE%

30 June 31 December

6A30H 12H31H

2019 2018

US$'000 US$'000

FEx FEIL

At beginning of period/year REE9) 467 788
Fair value loss recognised RERER 2 AT EEE

in profit or loss (124) (321)

At end of period/year REIRFXR 343 467

The Group did not have any financial liabilities measured
at fair value as at 30 June 2019 and 31 December 2018.

During the six months ended 30 June 2019, there were
no transfers of fair value measurements between Level
1 and Level 2 and no transfers into or out of Level 3 for
financial assets (1H 2018: Nil).

720196 A30H K% 2018512 A318 * AEERAE
CRHBENATENE -

HZE2019F6A30H L6AA - B1IEGRE2EHZ

FRBEATETEEY  REFBRERMEEEA
FEH(2018F L+ F - &) -
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22

Segment information and disaggregation
of revenue

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

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

The chief operating decision-makers have been identified
as the Executive Directors and senior management led
by the Chief Executive Officer. The Executive Directors
and senior management reviewed the Group’s internal
reporting to assess performance and allocate resources.
A management approach has been used for the operating
segment reporting.

Sales amounted to US$56,599,000 for the six months
ended 30 June 2019 (1H2018: US$45,685,000).

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

Solomon Systech (International) Limited  Interim Report 2019

SHBHRBEREIT
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BEAN R ERZERARERTH - FIRER
BR/ AR FRAEMARAMERER B

RAFHER BERERE BEXERE N
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5. Segment information and disaggregation 5. NBEERBEFSEA 9
of revenue (continued)
(a) Revenue from contracts with customers (a) BETESENERSHEE
disaggregated by geographical market

Unaudited
REER
Six months ended 30 June

6830H LL6{EA
2019 2018
US$'000 US$'000
TER FET
Hong Kong BB 36,887 17,224
Taiwan =y 6,676 11,828
Japan HAR 3,977 4,644
Europe B 3,538 3,220
China i 2,936 5,870
Korea B2 1,841 2,286
Others Hth 338 333
USA e 254 186
South East Asia R 152 94
56,599 45,685

Sales are classified based on the places/countries in EEBREFPEE,/BRDE -

which customers are located.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION fcontnced)

MEsR e T B E P e

5. Segment information and disaggregation
of revenue (continued)
(b) Revenue from contracts with customers
disaggregated by product types

SHBHRBEEIW (2

(b) BERBEBSEIWHERSHKZ

Unaudited
REER
Six months ended 30 June

6H30H L-6{E A
2019 2018
US$'000 US$'000
TEx FET
Advanced Display ICs FERTRICs 20,272 25,896
Large Display ICs ABVERICs 21,138 4,102
Other ICs EHHICs 15,189 15,687
56,599 45,685

Other ICs mainly comprises mobile touch and
mobile display products.

(c) Non-current assets

HiICsEEAREBIENE BT EM °

(c) FREBRE

Unaudited Audited

RSB &%

30 June 31 December

6H30H 12A31H

2019 2018

US$'000 US$'000

TER FET

Hong Kong B8 13,119 12,741
China EP 4,600 5,128
Taiwan /e 1,981 2,172
Korea B 1,580 1,536
United Kingdom Y 365 310
Others Hih 28 20
21,673 21,907

Non-current assets are listed based on where
the assets are located which exclude financial
instruments. Others mainly comprise Japan.
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5.

Segment information and disaggregation 5. NBEERBEFSEA 9
of revenue (continued)
(d) Capital expenditures (d) BEFHAX
Unaudited
RBER
Six months ended 30 June
6H30H 61 A
2019 2018
US$°000 US$'000
TEn FET
Property, plant and equipment ME - BERRE
China e 20 981
Taiwan =N 15 161
Hong Kong 58 = 75
UK B 15 23
Korea A 9 1
59 1,241
Capital expenditures are listed based on where the ERRYERIEEERNMITH T ASE -
assets are located.
(e) Major customers (e) F¥FEER

For the six months ended 30 June 2019, the largest
and the second largest customers were located in
Hong Kong. Sales to them were US$20,142,000
and US$7,196,000, respectively, which were all
over 10% of the Group's total revenue. For the six
months ended 30 June 2018, the largest, the second
largest and the third largest customers were located
in Hong Kong, Taiwan and Japan, respectively. Sales
to them were US$7,405,000, US$5,924,000 and
US$4,570,000, respectively, which were all over
10% of the Group's total revenue.

HZ=2019F6A30H1E6MA  AREZKR
BEPAREE - RS A7820,142,000
EIL}7,196,0005% T © W EEANEBBEE
EB1B10% © B ZE2018%F6 A30H 1L61E A -
BAC FZARE=RBEDIMRES -
aEKAR - HIEEBE R A7,405,000%
JT  5,924,0003 7T }4,570,0005 7T * I &1
REEHEETEREI0% °
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6. Loss before tax
The Group’s loss before tax is arrived at after charging:

6. FRMAIBGIR
REBOBBATBETNR TS ARG :

Unaudited
RSB
Six months ended 30 June

6H30H 618 A
2019 2018
US$'000 US$'000
TER FET
Cost of inventories sold EHFEERA 41,944 29,395

Provision for obsolete or slow moving IS B T S R

inventories 4,440 1,452
Impairment of trade receivables M TR E B & 80 -
Amortization of intangible assets B EESH 2,062 2,132
Depreciation (note) e (H3E) 847 908
Depreciation of right-of-use assets FREEENE 720 -
Foreign exchange differences, net HNEZEEE - HEE 208 507

Note: Depreciation expense of US$242,000 (1H2018: US$220,000)
has been charged in cost of sales, US$172,000 (1H2018:
US$180,000) in research and development costs and
US$433,000 (1H2018: US$508,000) in administrative

BisE © 47 &5 % 242,000 7T (2018 4F £ & : 220,000 3%
TO)EREERAPR I - M172,0005% 7T (20184F £
4 ¢ 180,000% L) AIRHE R EAK AR AR R
433,0003 7T (20184 4 : 508,0003 7T ) RITH

expenses. AR ©
7. Finance income - net 7. RBKA-BE#E
Unaudited
RBER
Six months ended 30 June
6830H L6/ A
2019 2018
US$'000 US$'000
TER FET
Interest income FlE A 57 251
Dividend income AN 24 39
Fair value gains on financial assets FVTPLA TG Uz - %48
at FVTPL, net 329 1,809
Interest expense of bank loans SOERMAESH (1) 2)
Interest expense of lease liabilities mEaBHHESE (82) -
327 2,147
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Income tax

Hong Kong profits tax has been provided at the rate of
16.5% (2018: 16.5%) on the estimated assessable profits
arising in Hong Kong during the period. Taxes on profits
assessable elsewhere have been calculated at the rates
of tax prevailing in the countries/jurisdictions in which the
Group operates. No provision for Hong Kong profits tax
has been made as the Group has no estimated assessable
profits for the six months ended 30 June 2019 and 2018.

PR
EBFEHEBERR16.5%(2018:16.5%) 2
MENTERARBEREENEBMERR /FE
BEZEAMETE ARERHZE2019F %2018
F6A30H LL61E AW BT ERT A M BEESR
TSR o

Unaudited
RIBERZ
Six months ended 30 June
6H30H LL6{EA
2019 2018
US$'000 US$'000
FEx FET
Current — Hong Kong BHER — &
— Overprovision in prior years — UNEEEZIREHE - (89)
Current — Elsewhere BIEf— E it
— Charge for the period — AHEBEH 3 1
Deferred BT (26) (26)
Total tax credit for the period REAFTIS R 1B %R (23) (114)
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9.

28

Loss per share

(a)

(b)

Solomon Systech (International) Limited

Basic loss per share

The basic loss per share is calculated based on the
Group's loss for the period attributable to the equity
holders of the Company and the weighted average
number of 2,480,028,242 (1H2018: 2,479,800,417)
ordinary shares in issue during the period.

The Group’s loss for the period attributable to the
equity holders of the Company was US$9,569,000
(1H2018: US$6,266,000).

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 during the period.

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

9.

BREBR
(a) BEREFER
BREABERREACANESHEAR

(b)

EAREE BB EANBAEETEEBRM
1 15 812,480,028,242 B% (2018 k< -
2,479,800,4170%)EtE o

RRFIRERFEARRNEGREE 2 BB
/9,569,0003 7T, (2018 3 4F : 6,266,0003
JT)°

sSREIER
BREEEENRBEARARNERBEAAR
EAEEyBEERERBAMEABEEE
FENTRREL ARG ZNETFHLER
YEE -

IEFSERERBNEBERIFHDOT

Number of shares

ROEE
Unaudited
RBERZ
Six months ended 30 June
6H30H L6 A
2019 2018
Weighted average number of ordinary 2 21T ¥ L @R E
shares in issue 2,480,028,242 2,479,800,417
Conversion of all dilutive share options H¥FTE Al F3/T A S 2R
outstanding® ikl 4 = -
Adjusted weighted average number AT EREEEEYN
of ordinary shares for diluted loss HEEINET L RRRE

per share calculation

2,480,028,242 2,479,800,417

(i) As at 30 June 2019, there were 15,660,000 (31
December 2018: 21,760,000) share options outstanding
which could potentially have a dilutive impact but were
anti-dilutive for the period then ended. Hence, no
adjustment has been made on the calculation of the
diluted loss per share for the period ended 30 June
2019.

Interim Report 2019
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10. Dividend 10. BRE

No dividend for the year ended 31 December 2018 was RRRWRBERIORTEZ2018F 124318 LF
declared or paid by the Company. In addition, the Board EzRB - EF2NRZETSREZE2019F6 830
resolved not to declare an interim dividend for the six BIE6ME AR+ B E (B Z=201846 A30H LE61E
months ended 30 June 2019 (six months ended 30 June A:&E)o
2018: Nil).

11. Trade and other receivables, prepayments 1. BRRBREMERR BARRIT&

and deposits

Unaudited Audited
RIBER &%
30 June 31 December
6H30H 12A31H
2019 2018
Note US$°000 US$'000
BiE TER FET
Trade receivables FEUIER 23,380 22,527
Trade receivables from related parties B 7 FE UK 16 2,561 1,627
Impairment BERE (220) (140)
Trade receivables — net FEWUTR — 58 25,721 23,914
Deposits, prepayments and AR E 9%
other receivables Hb R 3,702 4,692
Prepayments to related parties EEE RN 16 93 232
Trade and other receivables, JRE YR % L FEUSR
prepayments and deposits SENE VN
- current portion —nE 29,516 28,838
Prepayments and deposits RV E A
— non-current portion —JERE 597 525
30,113 29,363
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11. Trade and other receivables, prepayments 1. BRRREMERR  BARRTR @)

and deposits (continued)
As at 30 June 2019, the Group's trade receivables from

20196 A308 » AEEHCERF 2 RIS

corporate customers were mainly on credit terms of 30 to EHEZA30Z90H o BUGRIAZER BRI

90 days. The ageing analysis of trade receivables based BEEENRRITET
on invoice dates and net of loss allowance, is as follows:
Unaudited Audited
RCEX BrEZ
30 June 31 December
6H30H 12A31H
2019 2018
US$'000 US$'000
FEx FEL
1-30 days 1-30H 9,375 9,622
31-60 days 31-60H 7,307 6,547
61-90 days 61-90H 5,046 4,522
91-180 days 91-180H 3,937 3,223
181-365 days 181-3656H 56 -
25,721 23,914
The movements in the loss allowance for impairment of JEWFREREZ ST
trade receivables are as follows:
Unaudited Audited
RCEX REZ
30 June 31 December
6H30H 12H31H
2019 2018
Note US$'000 US$'000
(i3 TERn FEL
At beginning of year REL 140 140
Impairment losses REEE 6 80 -
At end of period/year IR ER 220 140
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12. Trade and other payables

12. EARREAMEMSK

Unaudited Audited

RIEER REZ

30 June 31 December

6H30H 12A31H

2019 2018

US$'000 US$'000

TEx FET

Trade payables JETRX 17,923 18,697
Accrued expenses and other payables e ST K B At R X 5,933 6,462
Contract liabilities BHBE 475 -
Refund liabilities RYEE 1,185 1,753
25,516 26,912

As at 30 June 2019, the ageing analysis of trade payables

201956 A308 » ENFRIABEZ B HMERE DT

based on invoice dates is as follows: NN
Unaudited Audited
RBERZ RIZ
30 June 31 December
6H30H 12H31H
2019 2018
US$'000 US$'000
FEn FET
1-30 days 1-30H 8,363 6,293
31-60 days 31-60H 5,077 5,072
61-90 days 61-90H 4,265 5,638
Over 90 days Bi1B90H 218 1,794
17,923 18,697
13. Issued capital 13. ERTERF
Unaudited Audited
RBER TE
30 June 31 December
6HA30H 12A31H
2019 2018
Number Number
of shares US$'000 of shares US$'000
BB EE TEn e T
Authorized: AT
- Ordinary shares of HK$0.10 each —FREE0.10E ML AR 5,000,000,000 64,433 5,000,000,000 64,433
Issued and fully paid: BETRARE
- At beginning of year —RER 2,480,252,351 31,967 2,479,552,351 31,958
- Exercise of share options — TR mRE - - 700,000 9
- At end of period/year — R ER 2,480,252,351 31,967 2,480,252,351 31,967
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SerHRHERNE®

14. Equity compensation scheme

32

(a)

The Share Option Scheme

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

2,000,000 share options were granted in May
2019 to Mr. Wong Wah Chi, Raymond, the newly
appointed Acting Chief Executive Officer. As at
30 June 2019, there were in total 15,660,000
(21,760,000 as at 31 December 2018) valid share
options outstanding.

Solomon Systech (International) Limited  Interim Report 2019
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14. Equity compensation scheme (continued)

(a)

The Share Option Scheme (continued)
During the period, movements in the number of

14. RFER|WMED(2)

(a)

share options outstanding under the share option

scheme and their related exercise prices are as

RRRMERtE (2)

A BRREBEE B RTTEBRERE
MRS N A ARITEENEMT

follows:
Unaudited
REER
Number of share options (in thousand units)
BREHE (UTst)
Lapsed/

Exercise price Held at forfeited Held at

per share 1 January Granted during 30 June

HK$ 2019 during the period 2019
Grant date BRTHEE #2019% the period Hm ®2019% Expiry date
R A BT 1818%%8 MAERE BHE#/BE  6A30AKE Eb )=
30 March 2015 0.309 100 - (100) - 29 March 2019
201543 A30H 201963 A29H
2 October 2015 0.315 200 - - 200 30 September 2019
2015107 2H 2019F9A30H
11 January 2016 0.369 1,000 - - 1,000 31 March 2020
201614118 20203A31H
0.369 1,000 - - 1,000 31 December 2020
202012 A31H
0.369 2,500 - (2,500) - 31 March 2021
202143A31H
0.369 2,500 - (2,500) - 31 December 2021
2021412 431H
30 September 2016 0.305 2,400 - - 2,400 30 September 2019
201659 A30H 20199 A30H
0.305 1,260 - - 1,260 31 March 2020
20203 A31H
0.305 6,000 - (3,000) 3,000 31 March 2021
202143A31H
9 October 2017 0.370 2,400 - - 2,400 30 September 2020
20174 10A9H 2020F9H30H
9 October 2018 0.254 2,400 - - 2,400 30 September 2021
201810 A9H 20215F9A30H
9 May 2019 0.248 - 2,000 - 2,000 31 December 2021
20195A49H 2021412 431H

Total
@t 21,760 2,000 (8,100) 15,660

RPIRHE 20195 RS

33



NO%EZS T0 THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continseq
LGk
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14. Equity compensation scheme (continued)

34

(a)

(b)

Solomon Systech (International) Limited

The Share Option Scheme (continued)

The Company uses the Binomial Valuation Model to
value the share options granted. The key parameters
used in the model and the corresponding fair values
of the share options granted during the period
ended 30 June 2019 are listed below:

14. BRFER|MER ()

(a)

RRRRiEETRI(2)

ARAER-EAEEAFED RHNER
1 - HE201956 A30H (IR E K LB RE
WA FHEREREEANTIESZHENT

2019

9 May

Date of grant K BE 5H9H

Number of share options granted ERDERESE 2,000,000
Total share option value BREeE

- HK$'000 —FET 118

— US$'000 equivalent —FTETEE 15

Share price at date of grant (HK$) i BERORE(ET) 0.226

Exercise price (HK$) IHEECET) 0.248

Expected life of options (years) R ENFEEIRE(4) 2.644

Annualized volatility FEKIE 44.0%

Risk free interest rate 5 1) 2 1.75%

Dividend payout rate EEXR -

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

The volatility measured at the standard deviation of
continuously compounded share returns is based on
statistical analysis of daily closing share prices over
the last few years.

The Share Grant
There was no share award granted during the six
months ended 30 June 2019.

Interim Report 2019
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15.

16.

Capital commitments 15. BHFKiE

Capital expenditure contracted but not provided for at the
balance sheet date is as follows:

FRAEAERNERBBNEARIIEMT

Unaudited Audited

RIBER T

30 June 31 December

6H30H 12A31H

2019 2018

US$'000 US$'000

FEx FEL

Property, plant and equipment ME - BERRE = 14

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

Related party transactions 16.

(a) China Electronics Corporation (“CEC"), a state-
owned information technology conglomerate under
the administration of the central government of
the PRC, through its wholly-owned subsidiary,
Huada Semiconductor Co. Ltd., owns approximately
28.5% of the issued shares of the Company and
is thus a substantial shareholder of the Company.
Transactions between the Group and the
subsidiaries or associates of CEC are regarded as
transactions with related parties.

The following transactions were carried out with
related parties:

BRERBEEES  BHELOERERAEIIA
AafE -

CLopEed )

(a)

FRETFEEEXKREARARA(THEE
FHREEZREBNTEPRBFEENEE
ETEERMEREE  BEEZENBEL
AEAFERERAREAN285%ARELZ
BIORD > DARBZEERR - AEEHE
FEEFHOMBLRAREBEANZZENL
B S °

WTRGBEM T 25

Unaudited
RIBER
Six months ended 30 June
6830R LL6EA
2019 2018
US$'000 US$'000
TERn FEL
Sales: THERE -
Subsidiaries of CEC HEIE FEIFE AR 7,193 8,268
Associate of CEC PEEFHBEA 699 -
Purchases: EREE
Subsidiaries of CEC HEIE FEIFE AR 24 143
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (continued)

Ml P BRI E e

16. Related party transactions (continued) 16. BBHAXHE)
(@) (continued) (@) (#&)
Period-end balances arising from sales/purchases: e HERR R HIRIEE
Unaudited Audited
RIBERZ KEZ
30 June 31 December
6H30H 12H31A
2019 2018
Note US$'000 US$'000
B sE FEx FEr
Trade receivables: FEUTEK
Subsidiaries of CEC HEIE FEIFIE AR 11 1,902 1,627
Associate of CEC RS FRBEA 11 659 -
Prepayments: AR
Subsidiaries of CEC HEIE FEIFIE AR 11 93 232
(b)  Compensation of key management personnel of the b) AEBEZEIEABMHIRE -
Group:
Unaudited
RIBER
Six months ended 30 June
6H30H L6 A
2019 2018
US$'000 US$'000
FEn FET
Short-term employee benefits MHEEEEN 309 227
Post-employment benefits BER 22 R 9 10
Share-based payment expenses P =2 4 31
Total compensation paid to key ENEBEEAEZ
management personnel RENE s 322 268

36 Solomon Systech (International) Limited

Interim Report 2019



INTERIM REVIEW REPORT

EY:x

TO THE BOARD OF DIRECTORS OF SOLOMON SYSTECH (INTERNATIONAL) LIMITED
(Incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the interim financial information set out on pages 3 to 36, which comprises the condensed
consolidated interim statement of financial position of Solomon Systech (International) Limited (the “Company”) and
its subsidiaries (the “Group”) as at 30 June 2019 and the related condensed consolidated interim income statement,
statement of comprehensive income, statement of changes in equity and cash flow statement for the six-month period
then ended, 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 ("HKAS 34") issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA"). The directors of the Company are responsible for the
preparation and presentation of this interim financial information in accordance with HKAS 34. Our responsibility is to
express a conclusion on this interim financial information based on our review. Our report is made solely to you, as a
body, in accordance with our agreed terms of engagement, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this report.

Scope of Review

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

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the interim financial information is
not prepared, in all material respects, in accordance with HKAS 34.

Ernst & Young
Certified Public Accountants
Hong Kong

21 August 2019
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MANAGEMENT DISCUSSION AND ANALYSIS
SEERE G

FINANCIAL REVIEW

Results

During the period under review, the Group achieved a
satisfactory growth rate of around 24% in revenue to US$56.6
million (1H 2018: US$45.7 million), mainly attributed to the
strong growth of the Group's large display products. The overall
book-to-bill ratio of the Group for the period in 2019 was 1.1 (1H
2018: 1.1).

Gross profit of US$10.0 million and gross margin of 17.6%
were recorded for the six months ended 30 June 2019 (1H
2018: US$14.6 million and 32.0%, respectively).

S&D expenses of US$1.8 million and administrative
expenses of US$6.4 million represented a decrease from the
corresponding period in 2018.

Being a technology company, the Group is committed to
investing in product R&D and business development. The
Group remained selective in its product R&D spending. Its R&D
costs during the period under review amounted to US$14.0
million (mainly staff costs and amortization of intangible assets)
(1H 2018: US$16.6 million).

For the six months ended 30 June 2019, the Group recorded a
net finance income of US$0.3 million (1H 2018: US$2.1 million)
derived from the various investment portfolios of the Group,
comprising bank interests, dividends from securities and mark-
to-market gain on financial assets.

The Group has reported a net loss attributable to the Company’s
equity holders of US$9.6 million (1TH 2018: US$6.3 million). The
Board resolved not to declare an interim dividend for the six
months ended 30 June 2019.

g )

E 4|

EEEEAN  ASEMNEEBRREEN  EN2U%E
56.6HEEIT(2018F L¥F : 45 7TEEEL) TEHR
REBTERNABILR - AEER2019F R BETE
HEHEAE11(2018F LHF 1 1.1)

EIE2019F6A30H L6 AMEFM10.18 EETMEFE
17.6%(2018F L5 : 51 A14.6EEFETLFI2.0%) °

HERDHEAY18ABELNTRRAY64EETET ©
2018F REDR D -

EA—REREAR  AEERNBEHRERRER T RFAHE
REGRRE AEBEERTIRRERESRESHA
ARERE  HOEHANERIEREERA14088
EN(EERBINAREREERH)(2018F L+ F :
16.6H8ETT) °

EZ2019F6A308 1618 A + ANEEEGFEEWM A0S
BEZXT(2018F LEF 2 1HEZT) REXREENE
BIREHES  BERTHE BHERBENEBMEERME
SHERME -

AEBEHGBARAERE B ARIEFEERICEEET
(2018F £F : 6.3EEEL) - EFLRFTETREE
201996 308 IF61E B MR HARR S, o
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MANAGEMENT DISCUSSION AND ANALYSIS feontinued

SR EREI YOI )

Liquidity and Financial Resources

The Group has invested in financial assets as part of its treasury
management for interest and dividend income. During the
period under review, the Group recorded an interest and
dividend income of US$0.1 million (1H 2018: US$0.3 million).

The Group's financial assets at fair value through profit or loss
are stated at fair value. A net fair value gain of US$0.4 million
(1H 2018 net fair value loss: US$0.4 million) was recorded on
marketable and listed debt or equity securities. A net fair value
loss of US$0.1 million was recorded for a derivative instrument
for the six months ended 30 June 2019 (1H 2018 net fair value
gain: US$2.2 million for a derivative instrument and an unlisted
equity security which has been disposed in 1H 2018).

As a result, the Group recorded a net finance income of US$0.3
million (1H 2018: US$2.1 million) from financial investments.

The Group has an internal treasury review team (the “Team”)
to execute treasury management policy, review the overall
investment portfolio and monitor the performance on a
regular basis to increase the yield of cash reserves. The Team
conducts regular review meetings or teleconferences with
individual external portfolio managers and holds internal review
meetings to evaluate and monitor the investment performance.
The majority of the FVTPL were under external professional
portfolio management as at 30 June 2019. These FVTPLs
comprised mainly marketable bonds, mutual and other funds
held through reputable financial institutions including Goldman
Sachs, UBS and Hang Seng Bank. As at 31 July 2019, being
the latest practicable date prior to the printing of the Interim
Report, the carrying value of the FVTPL under current assets
was maintained at the similar level as that on the balance sheet
date with no material fluctuation.

Total cash and cash equivalents and bank deposits of the
Group were US$24.6 million as at 30 June 2019, an increment
of US$11.2 million, compared to US$13.4 million as at 31
December 2018. Cash and cash equivalents and bank deposits
of the Group were mainly denominated in US dollar and
Renminbi.
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The Group will continue to allocate funds for product
development, securing production capacity, broadening its
customer base and capture market and sales opportunities,
entering into strategic corporate ventures and meeting general
corporate operational purposes. The Group will also continue to
execute its treasury management policy to enhance the yield of
cash reserves during the period of low interest return. As at 30
June 2019, the Group had no major borrowing other than the
revolving bank credit lines of a Korean subsidiary for working
capital financing amounting to US$0.2 million denominated in
Korean Won. The Group's cash balance was mainly invested in
various deposits in banks.

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

Capital Expenditure and Contingent Liabilities
During TH 2019, capital expenditure of the Group was
US$59,000 (1H 2018: US$1.2 million).

As at 30 June 2019 and 31 December 2018, there was no
material capital expenditure contracted for but not yet incurred.

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

AEBREESKERRERRE  REER  BAER
BREETSREERE  ETETRBUELERERA
E—RAREERRE - ARBRBEERTERERK
o WNEFEHRIEINREFHER2EHRE - R201946H
308 B TR -BEMBLRCRTIGEREESER
0.2BEXT(NRESE)  (FEEEemEN  AREL
EEMIEEE - AREZRSHRBIERERBIEE
2

AEENTERKREBNFTGURTEE - AEEETY)
EFINEHARNEE) - AREREEHAB R LR EEE
TTHBREMER  XNEHNEERS - REBEHA -
ARNEZERRAKENINERRAS - Rt AEEY &
ERTMITET AR SETENINERR -

BEFATHENREE
2019F F¥FHIfE - REBMNEARFYT A59,000% T
(2018F L¥F  12HEFET) °
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MANAGEMENT DISCUSSION AND ANALYSIS feontinued
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BUSINESS REVIEW AND OUTLOOK

BUSINESS REVIEW

The market situation in the first half of 2019 was challenging.
Consumer confidence was undermined by the volatile global
economy, leading to reduced market demand for consumer
electronic devices in general, which in turn has adversely
affected the growth of the Group’'s Advanced Display
(“AD") products, in particular PMOLED display driver ICs.
Nonetheless, attributable to the strong growth of the large
display driver IC business driven by the strategically located
Solomon Systech (China) Limited, the Group's total shipments
registered an increase of approximately 12% to about 162.6
million units, while revenue increased around 24% year-
on-year to approximately US$56.6 million during the period
under review. The Group’s new management on board since
March 2019 has devised strategies to boost business growth,
minimize operating expenses, and optimize operating margins,
contributing to double-digit quarter-on-quarter growth in both
total unit shipments and total revenue.

The Group’s unit shipments by product types during the period
under review were as follows:

RBOERRE

R¥ O

2019 LHFNTHS VB RRKE - 2HEEHETEH
BEELXH MG HBEETRENTIRND - Bl
AEBEFERT(TAD)ER  HHl—PMOLEDE R HEE)
FRICHIBREKTNTE - BEWMU - XERRNEREL
EN@MMR(FE)BRARMED - ARBRES):IC
EHERRY  DEHAREENALEERNO12%E
#1626B B - MHEREFRINN24%EH66.668
X7 - ARERFEIREE2019F3H LUK - EFIE
REEXHER  SEREELRY  LELEENE
X RERHEENARERNTERLESUBER -

REBEHNAREREREFEDONEENT

1H 2019 1H 2018 Change 2018 Full Year
Units Shipped (million units) FEE(5EH) 2019F L¥F 2018%F L4 #5) 2018%24F
Advanced Display SRR 66.7 106.0 (37%) 184.4
Large Display AT 67.9 11.8 476% 58.0
Others Hih 28.0 27.0 4% 53.4
Total k] 162.6 144.8 12% 295.8
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Advanced Display

The AD products include PMOLED display, bistable products,
micro-/mini-LED products and OLED lighting products. In
addition to standard ICs, the Group also provides custom IC
design services, including analog, mixed-signal and high-voltage
IC designs to cater for the specific needs of customers.

The volatile global macroeconomic environment during the
period under review has undermined customer confidence
in retail market, which was translated into reduced orders for
wearables and other applications of the Group's PMOLED
display driver ICs, and thereby has changed the mix of the AD
products. The total unit shipments of the AD products during
the period under review saw a year-on-year reduction of around
37% to approximately 66.7 million units (1H 2018: 106.0 million
units).

Despite the turbulent economy dampening the demand for
wearable applications in general, the Group has maintained its
business with some top-tier wearable brands. To capitalize on
the growing potential of smart home appliances market under
the rising trend of AloT (“Artificial Intelligence of Things”), the
Group has successfully achieved related design-in projects,
including wireless blue-tooth speakers, smart door knobs, etc.
The Group’s key innovation, the PMOLED Touch and Display
Driver Integration (“TDDI") IC SSD7317, has started design-in
activities during the first half of 2019.

While the trend of unmanned stores in the PRC subsided
slightly during the period under review, the Group focused on
promoting its new bistable display driver IC for larger-size ESL
panels of 7 inches to 13 inches, targeting applications including
section signages for supermarkets, scoreboards, tags for
logistics asset management, etc. The Group has also achieved
design wins for new products supporting smaller-size bistable
display panels of 1 inch to 2 inches with higher DPI, with a
view to capitalizing on the trend of digitalization of convenience
stores.

EEBET

L#EBER((AD)ERBIEPMOLEDE R « EBAEEMR -
micro-/mini-LEDE & K OLEDERFAE S © B TIRAHIZEIC
Oh - REBIMRHETHICERE RS - R IEEE  REAR
REEICHET  WRREPHRTERE o

BEPAMEENEREBOERE BT ERPHTED
BEOED B FRRENRANEEPMOLEDE REES)
BRICHMERMNIERD - At TADMERES - £
EEEHA - ADERMBHESERFRDLIST%EL66.78
BH(2018F L¥F : 106.088 1) -

BRELEES SN T HUFBEAOTR - REB DR
1I-EHEAFHRENES - AEBREMEZEAIT
[AIEaEMHA ] MBE T TEEREMENRTE

REN ERIARMBENRITEE  RREGETEE

2 BRI FE - AEEMBRAIET - BIPMOLEDE

HEREEZEER ([ TDDI)IC SSD7317 » ER20194F £

FEFRRTRFTER ©
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MANAGEMENT DISCUSSION AND ANALYSIS feontinued
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Seeing the strong potential of micro-LED which is said to be
emerging as a next generation display technology featuring
ultra-high display brightness and fine pixel pitch, the Group has
started the development of this technology since 2016, and
has successfully launched a custom IC for signage display in
premier shopping malls. Apart from targeting large advertising
and outdoor signages, micro-LED also supports various other
applications. During the period under review, the Group has
collaborated with global leading companies and developed a
micro-LED prototype for wearable applications.

Large Display

The Group's Large Display (“LD") products include large panel
TFT LCD display driver ICs developed for TVs, monitors and
other applications.

During the period under review, despite facing the constraint of
inadequate supply of certain raw materials for COF packaging
for its LD products, the Group's LD business registered
significant growth of about 476% in total shipments year-on-
year to approximately 67.9 million units (TH 2018: 11.8 million
units).

In addition to increasing its business in Nanjing, the Group
managed to further boost its LD product shipment and revenue
growth, capitalizing on the new customers in Chengdu and
Xianyang. The design win projects garnered included display
driver ICs for 23.8-inch 144Hz high-end gaming monitors
and 27-inch full HD monitors, and also for various TV panels,
including 23.8-inch and 43-inch full HD GOA panels, 32-inch HD
panels, 50-inch and 58-inch UHD GOA panels, etc.

The Group's P2P (“point-to-point”) display driver IC for the high-

end 120Hz UHD TV and 8K TV markets has samples ready for
testing during the review period.
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Others

In addition to AD and LD products, the Group also provides
other products, among which include: Mobile Touch (“MT")
products covering AMOLED touch controller ICs (foldable/
flexible/POLED/rigid) and LCD touch controller ICs (Out-Cell/On-
Cell/Hybrid In-Cell); and Mobile Display (“MD") products such
as In-Cell TDDI ICs, TFT LCD display driver ICs and MIPI bridge
ICs, etc.

The unit shipments of this category of products increased
slightly by approximately 4% year-on-year to around 28.0 million
units (1H 2018: 27.0 million units).

The Group's MT business in general was affected by reduced
customer orders, in particular in the second quarter of 2019.
Nonetheless, the Group’s products supporting the console
controller of a major brand of video game has started mass
production. The Group has also designed-in its AMOLED
touchscreen controller ICs for foldable/flexible smartphones
with a key module manufacturer in the PRC, enhancing
the possibility of reaching out to more top-tier smartphone
customers. The Group's MD business was boosted in the
second quarter of 2019 by the mass production of both its
custom-made In-Cell TDDI IC for Full HD+ (1080 x 2160) LTPS
panels and MIPI bridge ICs, targeting applications including
quality smartphone screen replacement, test jigs, virtual reality
devices, etc.

OUTLOOK

Although the lingering uncertainty in the global economy may
continue to weigh on the Group's business as a whole, the
Group also sees some positive spots for the second half of the
year. The Group’s large display business is expected to continue
its strong growth momentum. A number of new products
and design win projects are anticipated to start contributing to
the Group's revenue. Moreover, the growth driving strategies
implemented have started to yield some results. The favorable
book-to-bill ratio of 1.1 is also a positive indicator of growth.
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MANAGEMENT DISCUSSION AND ANALYSIS feontinued

SR EREI YOI )

Advanced Display

The Group's key innovation of PMOLED TDDI IC is anticipated
to start mass production by the end of 2019 and contribute
to the revenue stream. The Group has also started the
development of the next generation PMOLED TDDI IC
supporting higher resolution, both In-Cell and Out-Cell touch,
and larger size displays with more touch keys, with a view to
capturing the smart home appliances market which has strong
growth potential.

The new product supporting smaller-size bistable display panels
of 1 inch to 2 inches, targeting ESL applications at convenience
stores, is expected to continue generating revenue, while the
PMOLED display driver ICs for wireless blue-tooth speakers and
other smart home appliances target to start mass production by
end of 2019.

The Group will continue to work with market leading micro-LED
panel manufacturers to develop more new ICs for this next
generation technology, getting ready to capitalize on its growth
potential. These new products are scheduled to be launched
into the market starting from 2020.

Large Display
The Group’s large display driver IC business is set to continue
its strong growth momentum in the second half of 2019.

The Group's business with the key customer in Nanjing is
anticipated to continue to prosper, and as a major supplier
of the key customers in both Chengdu which has a large
production capacity, and Xianyang, the Group is ready to
leverage these customers’ growing business to drive further
growth.

The P2P display driver IC for the high-end 120Hz UHD TV and
8K TV markets is expected to be ready to start mass production
in the second half of 2019.

Others

The design wins achieved by the Group’s mobile display
products is expected to continue to bring in revenue in the
second half of the year. The Group will leverage the design-in
projects of its AMOLED touchscreen controller ICs for foldable/
flexible smartphones to engage top-tier smartphone customers.
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PRODUCT DEVELOPMENT

Product development has always been the cornerstone of the
Group's business. To differentiate itself from the competition
and pave the way for future growth, the Group has invested
heavily in R&D to develop new products and to enhance the
features of existing products. During the period under review,
the Group has invested approximately US$14.0 million on R&D,
representing about 63% of total expenses and 25% of sales.

HUMAN RESOURCES

As of 30 June 2019, the Group had a total workforce of 362
employees*. About 34% of the workforce were based at the
Hong Kong headquarters, with the rest located in China, Japan,
Korea, Taiwan and the UK.

* Data excludes the manufacturing subsidiary in China
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DIRECTORS' INTERESTS
EE

As at 30 June 2019, the interests and short positions of each M2019F6A300 © REERITHMBH N AR 7] & E AR
Director and the chief executive in the shares and underlying ZE(ERRESRAEERA) MRHN RBEROTESE
shares of the Company or its associated corporations (within SR IBIESFOEXVERE LM EA R B BGFENEL A
the meaning of the Securities and Futures Ordinance), as i £ SBRE TR TAESETELRL HNWIZESTE
recorded in the register required to be kept by the Company MEARDNR R ABT

under Section 352 of part XV of the SFO or as notified to the

Company and the Stock Exchange pursuant to the Model Code

for Securities Transactions by Directors of Listed Issuers were

as follows:
Ordinary shares in the Company as at 30 June 2019
1201956 A30 A AR RN EBR
Number of % of the issued
share options share capital of
Number of held® the Company
Position shares held g Total  HAAFEH
RN FisRH#E REHRO &3 IREESH
Independent BUFHTES
Non-executive Directors
Leung Heung Ying PLAER Longf&ss - 2,400,000 2,400,000 0.10%
Sheu Wei Fu SHEX Long#Es - 2,400,000 2,400,000 0.10%
Yiu Tin Chong, Joseph VSN LongtEzs 2,000,000 2,400,000 4,400,000 0.18%
Non-executive Directors FHTES
Li Jun g Long#z - - - -
Ma Yuchuan SRS Long###: - - - -
Yu Jian Eff Long#Esi - - - -
Executive Directors HTES
Wang Wah Chi, Raymond TEL Long##zs 600,000 6,260,0001 6,860,000 0.28%
Lo Wai Ming B8 LonglEs 33,572,179 - 33,672,179 1.35%
Notes: BisE
(i) Share options granted under the 2013 Share Option Scheme with (i) ZERREARIR2013mRE 2 (FHEREL 53 E ) B
more detail on pages 51 to 53. ZFEIRAE o
(i) The 4,260,000 share options of the Company granted to Mr. Wang (ii) R20165F9A30 B &K T T #E E 5k 4 v AR ] & Ak # 4,260,000
Wah Chi, Raymond on 30 September 2016 have been vested and & - 7201946 A308 RAFHREARHBREETE - 1
exercisable as at 30 June 2019 and also the date of this interim 201945 A9 £ 1% 2 AN A 7]2,000,0000% 5 Ak 1 /8 15 55 8
report. The 2,000,000 share options granted on 9 May 2019 are HHER T IEE - ZEBREN2019F6 A308 RAF HRE
subject to vesting condition. The share options have not been vested HisAREGE -

as at 30 June 2019 and also the date of this interim report.
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Saved as disclosed above, at no time during the period, the
Directors and chief executive (including their spouse and
children under 18 years of age) had any interests in, or had
been granted, or exercised, any rights to subscribe for shares
of the Company and its associated corporation required to be
disclosed pursuant to the SFO.

Saved as disclosed above, at no time during the period was the
Company, its subsidiaries or its associated corporation a party
to any arrangement to enable the Directors and chief executive
of the Company (including their spouse and children under
18 years of age) to hold any interests or short positions in the
shares or underlying shares in, or debentures of, the Company
or its associated corporation.

Saved as disclosed above, at no time during the period had
the Directors and chief executive of the Company (nor their
associates) any interests in, or been granted, or exercised, any
rights to subscribe for shares of the Company or its associated
corporation required to be disclosed pursuant to the SFO.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS
TERRER

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 2019, the Company had been notified of the
following substantial shareholders’ interests in the shares of
the Company, being interests of 5% or more of the Company's
issued share capital. These interests are in addition to those
disclosed above in respect of the Directors and the chief
executive officer of the Company.

RIESFOEXVEE6REFENEERREL AT
R R2019%F6 A30H © ARBIDEME THEZERER

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

ey rllaras
ZE

R A ORBEN AR RIES RITHRE R AN -

Ordinary shares in the Company as at 30 June 2019

R201956 4308 & A BMLER

% of the issued

Number of share capital

Number of share of the Company
Name of shareholder Capacity Position shares held  options held Total HERRFE
RRER &% EHEMRR FsROBE FicBREHR ai  BRORTESN
Huada Semiconductor Co., Ltd Beneficial owner Long #2 706,066,000 - 706,066,000 28.47%
ERFERERLA ERBERA
China Electronics Corporation® Interest of controlled Long & 706,066,000 - 706,066,000 2847% "
HEZFREEXEE corporation

BRATN PR ZE AR
Notes: B

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

(ii) Subject to an acting-in-concert agreement between Huada and Dr.

Yeh Tsuei Chi (“Dr. Yeh”, the former Chief Executive Officer and

Executive Director) as announced on 2 February 2016, Dr. Yeh is

taken to be interested in 2,000,000 share options of the Company

(within the meaning of Part XV of the SFO), being interests under

the share options granted to him, and they represent approximately

0.08% of the issued share capital in the Company as at 30 June 2019

and the date of this interim report. The share options granted are

exercisable as at 30 June 2019 and the date of this interim report.

Upon the exercise of these share options, Dr. Yeh and Huada will

together hold an aggregate of 708,066,000 shares of the Company

representing approximately 28.54% of the then issued share capital
of the Company (on the assumption that no further shares will be
issued or repurchased by the Company).

Saved as disclosed above, as at 30 June 2019, no other persons
(other than the Directors) were recorded in the register of the
Company required to be kept under Section 336 of the SFO as
having interests or short positions in the shares and underlying
shares of the Company.
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SHARE OPTION SCHEME
]

The Company adopted a share option scheme (the “2013 Share
Option Scheme”) at the annual general meeting held on 28
May 2013. The terms of the 2013 Share Option Scheme are
in accordance with the provisions of Chapter 17 of the Listing
Rules. The 2013 Share Option Scheme is valid and effective
for a period of 10 years commencing on 28 May 2013, being
the date of adoption of such scheme by the shareholders of
the Company. The Board shall be entitled at any time within 10
years commencing on 28 May 2013 to make an offer for the
grant of an option to any qualifying participants.

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

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

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

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

The subscription price of share option shall be determined FE2013BENEEBET EECABREENF]
by the Board at its absolute discretion in accordance with the TERENREE - AENERENRBEEANUTH
terms of the 2013 Share Option Scheme. The subscription BNeE  QBRONELBSEESAERARERMYIKT
price in respect of any particular option shall be no less than the B RN EZEFRE IR sESE A EHMIAER
higher of (a) the closing price of the Shares as stated in the daily WERAY|TFHWTE -

quotations sheet issued by the Stock Exchange on the date of

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

in the daily quotations sheets issued by the Stock Exchange for

the five business days immediately preceding the date of grant.

The total number of share options available for issue upon RAREISREH - BIE20138BREE - MG RE
exercise of all share options to be granted under the 2013 ZHERETER > A FETHRMDEE 5232,365,235
Share Option Scheme as at the date of this interim report is B AEANR RIZETTRRD9.4% © 20196 A30H * A HA
232,365,235, representing 9.4% of the issued shares of the 15,660,000% 5 W B8 IR A R AZATIE o

Company. The number of share options outstanding as at 30

June 2019 was 15,660,000.

Details of the share options outstanding as at 30 June 2019 7201996 H30 H BN 2013 AR ST Bl I 2 AR g ) 5%

under the 2013 Share Option Scheme are as follows: ER O
Number of share options (in thousand units) Exercise period
BREHE (AT i) fip:E
Lapsed/
Held on Granted forfeited Held on Exercise
1January  duringthe  during the 30 June price
R2019% period period 2019 HK$
Name of Directors 1818 il B #H019E e Grant date Begins Ends
Sl 23 BRE EH#/HE 6RNBKA BN RiLAH R &
Independent Non-executive Directors
BUFHAES
Leung Heung Ying 800 - - 800 0305 30 September 2016 3 October 2017 30 September 2019
LEE 016F9A308 201710838 2019%9A30R
800 - - 800 0370 9 October 2017 2 October 2018 30 September 2020
2017510A9R 2018%10A2A 2020594308
800 - - 800 0.254 9 October 2018 2 Qctober 2019 30 September 2021
2018F10A9A 019510428 2021F9A30H
2,400 - - 2,400
Sheu Wei Fu 800 - - 800 0305 30 September 2016 3 October 2017 30 September 2019
FHER 201659A308 M7E10838 201949A30R
800 - - 800 0370 9 October 2017 2 October 2018 30 September 2020
20171098 2018510427 2020594308
800 - - 800 0.254 9 October 2018 2 October 2019 30 September 2021
2018F10A9E 2019510428 202194308
2,400 - - 2,400
Yiu Tin Chong, Joseph 800 - - 800 0305 30 September 2016 3 October 2017 30 September 2019
NS 2016F9A308 017510438 2019F9A30H
800 - - 800 0370 9 October 2017 2 Qctober 2018 30 September 2020
01751079 2018510428 2020594307
800 - - 800 0254 9 October 2018 2 October 2019 30 September 2021
2018%10A9H 2019510428 2021594308
2,400 - - 2,400
Subtotal 7,200 - - 7,200
Nt
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Number of share options (in thousand units) Exercise period

BREHE T i) fit:d
Lapsed/
Held on Granted forfeited Held on Exercise
1January  duringthe  during the 30 June price
20195 period period 2019 HKS
Name of Directors 181A B Bh H019E TEE Grant date Begins Ends
] b2 BRL CEE/HE  6A30BKA BN it B & i &R
Executive Directors
yrEs
Lo Wai Ming 3,000 - (3,000) - 0.305 30 September 2016 1 April 2019 31 March 2021
Efe% 2016594308 1984818 2021%3A31R
Wang Wah Chi, Raymond * 1,260 - - 1,260 0.305 30 September 2016 2 April 2018 31 March 2020
g 2016594308 01854828 2020%F3A31R
3,000 - - 3,000 0.305 30 September 2016 1 April 2019 31 March 2021
201659A308 201964818 202134318
- 2,000 - 2,000 0.248 9 May 2019 2 January 2020 31 December 2021
20195798 2020%1728 20215124318
4,260 2,000 - 6,260
Subtotal 7,260 2,000 (3,000) 6,260
Nt
Ex-director 1,000 - - 1,000 0.369 11 January 2016 2 April 2018 31 March 2020
S 2016518118 01854828 2020%3A31R
1,000 - - 1,000 0.369 2 January 2019 31 December 2020
20191428 20205124317
2,500 - (2,500) - 0.369 1 April 2019 31 March 2021
201964818 2021534318
2,500 - (2,500) - 0.369 2 January 2020 31 December 2021
2020F1728 20215124318
Subtotal 7,000 - (5,000) 2,000
Nt
Senior management & employees 100 - (100) - 0.309 30 March 2015 3 April 2017 29 March 2019
ERERERAT 201553A308 M7F4A38 2019F3F29R
200 - - 200 0.315 2 Qctober 2015 2 Qctober 2017 30 September 2019
201551028 2017510A28 2019694308
Subtotal 300 - (100) 200
Nt
Total 21,760 2,000 (8,100) 15,660
a5t
* Appointed as Executive director on 20 March 2019 * 20193208 BEZ T AHTES
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CORPORATE GOVERNANCE AND SUPPLEMENTARY INFORMATION

CEERNEREN

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

The Company has complied with all the applicable Code
Provisions in the Corporate Governance Code as set out in
Appendix 14 to the Listing Rules throughout the six months
ended 30 June 2019.

Compliance with the Model Code

The Company has its own written guidelines on securities
transactions by Directors and relevant employees on terms no
less exacting than the required standard set out in Appendix
10 to the Listing Rules. Specific enquiry has been made to
all Directors, and all Directors have confirmed that they have
been in compliance with such guidelines during the six months
ended 30 June 2019.

Purchase, Sale or Redemption of

the Company'’s Listed Shares
There was no purchase, sale or redemption of the Company’s
listed shares by the Company or any of its subsidiaries during
the six months ended 30 June 2019.

Review of Condensed Consolidated Interim
Financial Information

The Audit Committee is composed of two Independent Non-

executive Directors and one Non-executive Director. The

unaudited condensed consolidated interim financial information

has been reviewed by the Audit Committee of the Company

alongside the management.

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

The Group recognizes the rights of the Company's shareholders
to know more about its business and prospect, and therefore
it has always taken a proactive approach to communicate with
the investment community, for example, institutional investors,
sell-side analysts and retail investors. In 1TH 2019, the Group
held conference calls with investors and analysts. Stakeholders
of the Company are recommended to visit the Group's website

(www.solomon-systech.com) from time to time, where up-to-
date information of the Group can be accessed.

Publication of Interim Results on the

Stock Exchange’s Website and the

Company’s Website
All the interim financial and other related information of the
Group required by the Listing Rules has been published on
the Stock Exchange'’s website (www.hkexnews.hk) and the

Company’s website (www.solomon-systech.com) on 21 August
2019.

On behalf of the Board

Solomon Systech (International) Limited
WANG Wah Chi, Raymond

Acting Chief Executive Officer

Hong Kong, 21 August 2019
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DEFINITIONS AND GLOSSARY

AMOLED Active Matrix Organic Light Emitting Diode

Board Board of Directors

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

China Mainland China, for the purpose of this report, excludes Hong Kong and Macau Special Administrative Regions

Code Provision(s)

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

Company

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

Director(s)

The director(s) of the Company

ESL Electronic Shelf Label
Full HD+ A display resolution standard of 2220 x 1080 pixels, which is higher than the normal FHD 1080p
FVTPL Fair value through profit or loss
GOA Gate on Array
Group The Company and its subsidiaries
HD High Definition, a display resolution standard of 1280 x 720 pixels
HKAS Hong Kong Accounting Standards
HK$/HKD Hong Kong dollars
HKFRS Hong Kong Financial Reporting Standards, or collectively for HKAS and Hong Kong Financial Reporting Standards
Hong Kong/HK/HKSAR Hong Kong Special Administrative Region
IC Integrated Circuit
LCD Liquid Crystal Display
Listing Rules The Rules Governing the Listing of Securities on the Stock Exchange
MIPI Mobile Industry Processor Interface
Model Code Model Code for Securities Transactions by Directors of Listed Issuers contained in Appendix 10 to the Listing Rules
OLED Organic Light Emitting Diode
PMOLED Passive Matrix Organic Light Emitting Diode
PRC The People’s Republic of China, for the purpose of this report, excluded Hong Kong and Macau Special
Administration Regions
R&D Product Design, development and engineering
S&D Selling and Distribution
SFO Securities and Futures Ordinance
the Stock Exchange The Stock Exchange of Hong Kong Limited
TDDI Touch and Display Driver Integration
TFT Thin Film Transistor
UHD Ultra high definition (UHD or 4K/8K) is a display resolution standard of at least 3840 x 2160 pixels
(8.3 megapixels; 4K)
USAUS United States of America
Us$ US dollars
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CORPORATE AND SHAREHOLDER INFORMATION
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Financial Calendar

Financial Year End
31 December

Announcement of Interim Results
21 August 2019

Share Listing

Listing Venue and Date
Main Board of The Stock Exchange of Hong Kong Limited
8 April 2004

HKSE Stock Code
2878

Board Lot
2,000 shares

Trading Currency
HKD

Issued Shares
2,480,252,351 (as at 30 June 2019)

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

P.0. Box 10008

Willow House, Cricket Square

Grand Cayman KY1-1001

Cayman Islands

Hong Kong Branch Share Registrar
Tricor Investor Services Limited

Level 54, Hopewell Centre

183 Queen’s Road East

Hong Kong

Tel: (852) 2980 1333

Fax: (852) 2810 8185

Website: www.tricoris.com

Independent Auditor
Ernst & Young

Solicitors
Reed Smith Richards Butler
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Board Members

Executive Directors
Mr. Wang Wah Chi, Raymond (Acting Chief Executive Officer)
Mr. Lo Wai Ming

Non-executive Directors
Mr. Ma Yuchuan (Chairman)
Dr. Li Jun

Mr. Yu Jian

Independent Non-executive Directors
Mr. Leung Heung Ying

Mr. Sheu Wei Fu

Mr. Yiu Tin Chong, Joseph

Authorized Representatives
Mr. Wang Wah Chi, Raymond
Ms. Poon Kim Hung, Shirley

Company Secretary & Qualified Accountant
Ms. Poon Kim Hung, Shirley
FCCA, FCPA

Corporate Communications/Investor Relations
Ms. Jessica Lee

Senior Corporate Communications Manager

Tel: (852) 2207 1672

Fax: (852) 2207 1372

Email: communication@solomon-systech.com

Principal Office

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

Shatin, New Territories

Hong Kong

Tel: (852) 2207 1111

Fax: (852) 2267 0800

Website

www.solomon-systech.com
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CORPORATE AND SHAREHOLDER INFORMATION fcontnced)
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This 2019 Interim Report (bilingual version in English and Chinese) has been
posted on the Company's website at www.solomon-systech.com.

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

Shareholders may at any time change their choice of means of
receipt of the Company’s corporate communications.

Shareholders may request for printed copy of the Interim Report or change
their choice of means of receipt of the Corporate Communications by
sending reasonable notice in writing to the Company’s branch share registrar
in Hong Kong, Tricor Investor Services Limited, at Level 54, Hopewell
Centre, 183 Queen’s Road East, Hong Kong or by sending an email to
solomon2878-ecom@hk.tricorglobal.com.
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Solomon Systech (International) Limited

6/F, No.3 Science Park East Avenue BEFRDH
Hong Kong Science Park EBEREE
Shatin, New Territories, Hong Kong BHE KB RIT6E

Tel: (852) 2207 1111 Fax: (852) 2267 0800 B3E 0 (852)2207 1111 {BE : (852) 2267 0800
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