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Highlights
»»

New CEO Kevin Barber joins Thinfilm

»»

Discussions with a strategic equity partner are
progressing

»»

Product revenue in 2018 declined 57% year-on-year

»»

Q4 Bookings for NFC units reached a record high

»»

Prominent on-bottle implementations included
Kilchoman Distillery and Francis Ford Coppola Winery

»»

Engagements with strategic customer partners are
advancing

»»

EAS yields are improving and demonstrating full
functionality

»»

Roll-to-roll printed dopant polysilicon (PDPS)
end-to-end process development further delayed

»»

Thinfilm joined the Board of Directors of the NFC Forum

Locations

Contact

Norway - Oslo
Corporate Headquarters

USA - San Jose
Global Headquarters

Ole Ronny Thorsnes

Henrik Ibsens Gate 100

2581 Junction Avenue

ole.thorsnes@thinfilmNFC.com

PO Box 2911 Solli

San Jose, CA 95134

0255 Oslo

+1 408 503 7300

Chief Financial Officer

+47 22 42 45 00

Asia - Shanghai
Supply Chain and Sales
Office
柏摩电子（上海）有限公司

Asia - Singapore
Sales Office

Sweden - Linköping
Development Office

United Kingdom - London
Sales Office

WeWork

Westmansgatan 27B

2 Eastbourne Terrace

71 Robinson Road

582 16 Linköping

Paddington

Room 1802, 18 Floor

#14-01

+46 13 460 2400

London

Bao An Building

Singapore 068895

W2 6LG

800 Dong Fang Road

+65 9178 5272

+44 203 865 6346

Shanghai, China 200122
+86 21 5116 7107

Business Review
At the end of 2018 the company experienced further
delays against the previous schedule for the roll-to-roll
manufacturing process. However, the fourth quarter
brought a change in management and also significant,
increasing interest and demand for expanded NFC
solutions from a number of existing and new customers.
In the fourth quarter, the company saw a change in
leadership. The Board of Directors named Kevin Barber
as the company’s new Chief Executive Officer effective
November 26, 2018. Prior to joining Thinfilm, Kevin Barber
served as Senior Vice President, General Mobile Division
of Synaptics, a NASDAQ listed company. At Synaptics, he
drove strategy, business development, M&A and execution
of growing revenue fourfold to over $1 billion annually.
In his 30-year career, he played an active role in leading
companies which helped architect and then benefit from
three previous technical revolutions: the dawn of the
internet, widespread adoption of the mobile phone and the
overwhelming success of the smartphone. He now brings
his experience to lead Thinfilm into the next revolution - the
expansion of the internet of things to make smart products
commonplace.
Thinfilm’s revenues fell in the fourth quarter, while
recording high bookings. More than 50% of fourth quarter
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bookings came from Southern Europe, Australia and
China, representing both consumer engagement and
brand protection use cases. This continues to show that
the company’s products are attractive and effective
solutions to authentication, supply chain and mobile
marketing challenges faced by brands around the world.
The rising complexity of deployments and enabling
channels is leading to longer lead times to ship backlog.
During the quarter, Thinfilm launched several trials in the
beverage and personal care industries. In addition, the
company received a re-order of 1.5 million Electronic
Article Surveillance (EAS) loss-prevention technology tags
from a current fast-fashion end-customer. After further
implementation changes to EAS tags in the jeans category,
we anticipate field trials to take place toward the end of
the year.
During 2018, Near Field Communication (NFC) integrated
packaging in deployments as large as hundreds of
thousands of units per campaign or product. Noteworthy
deployments during the fourth quarter included a
200,000-tag campaign for Kilchoman Distillery. Following
a successful hangtag pilot earlier in 2018, Kilchoman
began tagging its two main single malt products, Sanaig
and Machir Bay with integrated labels. These smart
bottles are region-specific and will be exported to more
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than 50 countries worldwide. Other strategic deployments
included a campaign with Francis Ford Coppola Winery,
which tagged bottles of its Apocalypse Now red blend,
celebrating 40 years since the eponymous film’s release.
Thinfilm also shipped 50,000 tags to Boehringer Ingelheim.
The CNECT platform has shown tremendous value to
Thinfilm’s customer base and has proven to be a key unique
differentiator for Thinfilm globally. During the quarter,
Thinfilm rolled out the CNECT 2.0 software platform to
China, and now has a portfolio of products available for
the Chinese market for brands shipping their products into
China. The platform is designed to enable two primary
use cases: Brand Protection and Consumer Engagement.
It provides customers with insights to consumer activity,
anti-tampering and supply chain monitoring.
EAS yields from recent fully roll-processed lots are
improving and demonstrating full functionality. This means
that process integration of the first six tools required for
NFC roll-based production is making progress towards
successful EAS product qualification which is now
anticipated in late Q1 / early Q2 2019.
The NFC roll-based tool set, including the Reactive Ion
Etcher (RIE) and other critical-path tools for printed dopant
polysilicon (PDPS) production have been further delayed
and should be installed before the end of the second
quarter 2019. While progress toward machine acceptance
continues, it is now anticipated that fully roll-processed
functional NFC product will be further delayed until the
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end of 2019 and roll-based NFC product qualification is
forecasted to occur by the end of the first half of 2020.
Continuous efforts will be made to shorten the time to
product qualification, however the company has previously
been too optimistic about the complexity and challenges
involved in developing the world’s first roll-to-roll printed
electronics process incorporating multiple custom tools.
While the factory remains under development and
qualification, Thinfilm is well-positioned to meet customer
demand utilizing competitive conventional silicon tag
integrated circuits.
To underline its commitment to NFC technology, in early
December, Thinfilm upgraded its NFC Forum membership
from Principal to Sponsor and accepted a seat on the
NFC Forum Board of Directors. This seat will be held by
Thinfilm’s EVP Hardware Solutions, Giampaolo Marino.
Thinfilm’s elevated position will allow it to expand on its
technical and marketing contributions to the NFC Forum
assuming a greater leadership role in the organization.
In the fourth quarter the new management has continued
discussions with a potential strategic equity partner and the
board is encouraged by the progress of these discussions.
This is directly connected to the board's funding strategy,
which we refer to in the Outlook section. In addition, we
are engaged in developing multiple strategic go-tomarket partnerships.
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Shows and Events
Thinfilm attended seven events and exhibitions in the fourth
quarter. Below are highlights of the two top events during
this period. A review of event strategy led the company
to choose a more measured and deliberate approach to
events. Going forward, Thinfilm will exhibit at strategically
relevant and impactful events in all of the regions in which
it is active as well as packaging and vertical-specific events
around the world.
Tax Free World Association (TFWA) World
Exhibition, 30 September – 5 October 2018 in
Cannes, France
TFWA is the global event for travel retail which gathers
all of the industry (operators, brands, distributors and
technology providers) together for business. Senior brand
representatives from the cosmetics/beauty, spirits, wine,
electronics, tobacco, and confectionary industries attend
and exhibit their latest products, limited editions and
innovations. The Thinfilm team met with more than 100
brands, including several promising high-profile industry
leaders. The booth was targeted at travellers, which
opened up conversations from brands keen to learn about
how Thinfilm could help them with a specific challenge.
Our demo showed the ease of using our solution to
integrate, create brand experiences and then collect
and view interaction data. There was huge interest in
how we can help with parallel trading. This is one of the
biggest issues for many brands, which expressed interest
in introducing a physical-digital transfer secured by the
blockchain. Erik Juul-Mortensen, President of the TFWA
and keynote speaker said, “If you can help even a little to
address parallel trading every single brand here will buy
your solution”.
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Thinfilm's interactive experience at the TFWA 2018 in Cannes

IDTech Ex, 14-15 November in Santa Clara, CA, USA
Thinfilm was once again active at the annual IDTechEx
Show which brings together leading companies and
speakers in the fields of printed electronics, the Internet
of Things, and emerging technologies. In addition to
exhibiting the latest NFC products and the CNECT Cloud
Platform, Thinfilm presented during the “Smart Packaging
and Printed IOT” conference track and highlighted how
printed electronics manufacturing brings electronic
intelligence to new categories of everyday items. Thinfilm
received IDTechEx’s Technical Excellence in Manufacturing
award in recognition of Thinfilm’s innovative San Jose rollto-roll printed electronics fab.
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Thinfilm Solutions and Products
About Thinfilm
Thinfilm is enabling Intelligence Everywhere® through our near field communications (NFC) solutions. We provide NFC
solutions addressing customer and consumer pain points such as brand protection, consumer engagement and supply-chain
insights. Thinfilm’s NFC OpenSense™ and SpeedTap™ products communicate wirelessly with NFC-enabled smartphones
and can be applied to everyday objects. Thinfilm provides end-to-end services throughout the entire process incorporating
NFC tags, integrating them onto products and delivering data and actionable insights via the CNECT™ cloud-based platform
at scale. Thinfilm’s Junction Avenue manufacturing facility in San Jose, California includes a manufacturing clean room
designed to scale current production through a high-volume roll-to-roll manufacturing line for Electronic Article Surveillance
(EAS) products and transistor-based NFC products. Thinfilm is a leading participant in the NFC community through its
participation on the NFC Forum Board as well as its working groups and committees.
Thin Film Electronics ASA is a publicly listed company in Norway with corporate headquarters in Oslo, global headquarters
in San Jose, California, and offices in Linköping, London, Shanghai, Singapore and Sydney.
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Condensed Consolidated Financial
Report as of 31 December 2018
Thinfilm experienced a 57% decrease in sales revenue in 2018 compared to 2017. While NFC orders grew and Thinfilm had
record-high bookings in the fourth quarter of the year, NFC shipments were slightly down year over year. Furthermore, sales
revenue in 2017 was positively impacted by non-core Joint Development Agreement (JDA) activities. Cost control activities
lowered operational costs by 8% in 2018 compared to 2017.
Profit and Loss
Thinfilm’s revenue and other income amounted to USD 3,397 thousand in 2018, a decrease of 42% from the preceding year (2017:
USD 5,907 thousand). Thinfilm experienced a 57% decrease in sales revenue year over year. Thinfilm also received significant
revenues from JDA activities with a global pharmaceutical company, which were completed during 2017. No JDA revenues
were recorded in 2018.
13.8 million EAS tags were shipped during 2018, compared to 25.9 million in 2017, while shipment of NFC SpeedTap tags were
slightly down. Income related to government grants and other funded projects amounted to USD 1,540 thousand in 2018 (2017:
USD 2,040 thousand). The 25% decrease is explained by certain funded projects being completed during the year. Before 1
January 2018, income from Government Grants and other funded projects was recognized as Other operating revenue. From 1
January 2018 onwards, such income is recognized as Other Income. Please refer to Footnote 2 for additional information.
Excluding government grants, other income amounted to USD 570 thousand in 2018 (2017: USD 887 thousand). Other income
in both periods is primarily related to gains on disposal of fixed assets. Disposed assets included those acquired when the
Company secured the Junction Avenue facility, in addition to surplus Linköping site assets. During the first half of 2017, the
company received sublease income from the Company’s previous production facility at Zanker Road in San Jose. From Q3 2018,
the company receives sublease income from the second floor of its Junction Avenue, San Jose facility.
Operating costs (excluding depreciation and amortization charges) amounted to USD 54,103 thousand during 2018, including
the notional cost of share-based compensation of USD 1,771 thousand. The corresponding figures for 2017 were USD 58,994
thousand and USD 2,220 thousand, respectively. The decrease in operating costs during 2018, compared to 2017, was USD
4,890 thousand, and was primarily attributable to:
1)

USD 4,182 thousand lower costs for premises and supplies. The decrease is mainly due to costs related to overlap
of rent and move-related costs in the first six months of 2017 when the US subsidiary moved from Zanker Road to
Junction Avenue. Additionally, the down-sizing of activities at the Linköping site led to a decrease in office and rent
costs in Sweden.

2)

USD 2,497 thousand lower other expenses. Primary components contributing to the lower cost base are lower
production variances costs, and inventory valuation reserves, and a higher portion of development costs qualifying
for capitalization in 2018 compared in 2017.

3)

These savings are offset by USD 3,149 thousand in higher payroll costs. This is mainly related to an increase in
the average number of global full-time equivalents (FTEs) during the first eight months of 2018, including contract
workers, as a result of the company’s increased activities. In Q3, the company reduced headcount by 27 FTEs through
a reduction-in-force. FTEs through the full year 2018 averaged 164, compared to 158 in 2017. The company employed
155 FTEs (permanent and temporary) per 31 December 2018.

Thinfilm’s San Jose site is currently in operation 24 hours per day, 7 days per week.
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While resources allocated to production-related activities are increasing, Thinfilm has maintained a high level of R&D activity.
During the year 2018, USD 9,907 thousand was spent developing manufacturing processes and operating procedures for roll-toroll manufacturing, of which USD 1,580 thousand development costs were capitalized to the balance sheet. The corresponding
amount for last year was USD 16,549 thousand, of which USD 702 thousand in development costs were capitalized to the
balance sheet. Investments in fixed and intangible assets amounted to USD 20,606 thousand in 2018, compared to USD 17,222
thousand in 2017. The investments are mostly related to equipment for the new roll-based production line at the San Jose site.
As of 31 December 2018, Thinfilm had also made prepayments amounting to USD 4,846 thousand relating to investments in
equipment and machinery (2017: 11,484 thousand). These pre-payments are recognized as other receivables since only part of
the equipment and machinery had been received from suppliers as of 31 December 2018. Thinfilm’s roll-to-roll CAPEX program
is expected to cost USD 36,100 thousand vs USD 32,000 thousand initially budgeted in November 2016. 73% of these costs
have been incurred, including the pre-payments referred to above. By end of Q1 2019, it is expected that the company will have
incurred 82% of the total project costs. Depreciation, amortization and impairment charges during 2018 amounted to USD 4,037
thousand (2017: USD 6,991 thousand).
Net financial items for the year 2018 amounted to a loss of USD 1,089 thousand (2017: USD 374 thousand gain), and were mainly
related to unrealized foreign currency losses and the interest element of the financial lease of the building at Junction Avenue.
The Company operates at a loss and there is a tax loss carryforward position in the parent company and in the Swedish and
U.S. subsidiaries. While local taxes are incurred in some of the subsidiaries, the parent company in Norway has not incurred
any tax costs during 2018, nor in the prior year. The Company has not recognized any deferred tax assets on its balance sheet
relating to these tax loss carryforward positions, as this potential asset does not yet qualify for inclusion.
The loss for the year 2018 was USD 55,843 thousand, corresponding to a basic loss per share of USD 0.05. In 2017, the loss
amounted to USD 59,581 thousand, corresponding to a basic loss per share of USD 0.07.

Cash Flow
The group’s cash balance decreased by USD 65,532 thousand during 2018, compared to an increase of USD 23,915 thousand
last year. The net decrease in cash balance is explained by the following principal elements:
1)

USD 52,419 thousand outflow from operating activities,

2)

USD 10,908 thousand outflow from investing activities,

3)

USD 615 thousand outflow from financing activities, and

4)

USD 1,590 thousand currency translation loss on cash and bank deposits.

The USD 52,419 thousand outflow from operating activities is primarily explained by an operating loss excluding depreciation,
amortization and impairment charges of USD 50,706 thousand. The cash balance on 31 December 2018 amounted to USD
32,588 thousand, while the cash balance on 31 December 2017 amounted to USD 98,120 thousand.
Balance Sheet
Fixed assets on 31 December 2018 amounted to USD 36,113 thousand and mainly stem from machinery and equipment in
San Jose, California. Other receivables include USD 4,846 thousand prepayments related to equipment and machinery that
had yet to be received from the suppliers as of 31 December 2018. The Company has a financial lease on the balance sheet
which amounts to USD 10,375 thousand and relates to the new US headquarters. In addition, intangible assets amounted to
USD 3,622 thousand on 31 December 2018. Intangible assets include the value of patents acquired from Kovio, Inc. in 2014,
and certain capitalized development costs.
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Principal Risks
Thinfilm is exposed to various risks of a financial and operational nature. It is the duty of the Board to present the principal
risks of Thinfilm and its business. The Company’s predominant risks are market and business risks, summarized in the
following points:
I.

Many of the emerging markets that Thinfilm targets, as well as the markets it intends to pursue, are still immature for
in-market deployments and there is a potential risk of delays in the timing of sales.

II.

To a certain extent, Thinfilm is dependent on continued collaboration with technology, material, and
manufacturing partners.

III. There may be process and product-development risks that arise related to cost-functionality competitiveness of the
products Thinfilm is developing.
IV. The Company is not yet cash generative and operates at a loss, and there is uncertainty tied to the generation of
future cash flow. The company will need to raise funds by end of May 2019, and is working on different alternatives
which may include a strategic equity partner. This is part of the ongoing strategy and funding review which has been
initiated. The company's cash balance by the end of January 2019 was USD 28.2.
Going forward, Thinfilm foresees four important revenue sources:
1)

Sales of its own designed and manufactured products, and;

2)

Sales of conventional NFC labels manufactured for Thinfilm and suitably encoded for use by its platforms, and;

3)

Monetization of Thinfilm’s CNECT™ software platform, and;

4)

Licensing/royalty revenue, where partners and customers pay for using the Company’s intellectual property rights
(IPR).											

Thinfilm’s ability to earn revenue partly depends on continued successful technology and product development as well as
the Company’s ability to legally protect its IPR. This, in turn, depends on the Company’s ability to attract and retain competent
staff and the adequacy of Thinfilm’s patenting and other IP-protection activities.
Thinfilm is exposed to certain financial risks related to fluctuation of exchange rates and interest level.
On 31 December 2018, equity amounted to USD 75,588 thousand, representing 80% of the gross balance sheet and 405%
of the share capital.													
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Outlook
Thinfilm sees Near Field Communications (NFC) wireless tags as an enabler for connectivity and interaction with objects and
a massive market opportunity across targeted use cases and verticals. This market is driven by a rapidly growing availability
of NFC-enabled smartphones worldwide, with the NFC Forum estimating that there are currently more than two billion of
these devices in circulation worldwide.
The company continues to build a leading market position by enabling large-scale NFC deployments together with partners
and customers. While the non-payment NFC market is still nascent, Thinfilm management is confident that this technology
will see significant market adoption over time, garnering more support from key ecosystem stakeholders and further
evidence of adoption by major partners. During the coming year, Thinfilm expects to enter into significant strategic customer
partnerships which will further enhance the value of its hardware and software solutions.
The demand outlook for Thinfilm’s NFC solutions depends on the degree to which major brands deploy NFC tags as an
integral part of their primary or secondary packaging. Customer case studies have demonstrated that Thinfilm’s product
solution addresses customer pain points of authentication, anti-tampering and mobile marketing use cases, in particular in
the wine & spirits, health & beauty and over-the-counter pharmaceutical verticals. Thinfilm remains confident that it will take
a leading position in the NFC market by delivering its solution offering and in turn driving volume into the billions. Thinfilm
offers end-to-end solutions which incorporate NFC tags, integrating them onto products and delivering data and actionable
insights via the CNECT™ cloud-based platform at scale. Thinfilm’s product solutions differentiate the company from other
NFC providers.
While the forecasted size of the NFC connected market is substantial, the slower-than-expected deployment rate of NFC
tags on package as well as a further delay of the roll-to-roll manufacturing process creates uncertainty. Therefore, and also
due to recent changes in senior management, Thinfilm is undergoing a review of the company’s strategy and funding needs
and will update the market in due course. Thinfilm is still engaged in discussions with a strategic equity partner and reviewing
its long-term options.
The going concern assumption has been applied when preparing this interim financial report. As stated above, the slower
customer adoption of NFC tags on-package than anticipated has delayed cash break-even. The company plans to raise
funds by end of May 2019, and is working on different alternatives which may include a strategic equity partner. This is part
of the ongoing strategy and funding review which has been initiated. The board will present its proposals in due course.
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Thin Film Electronics ASA Group
Condensed consolidated interim financial statements as of 31 December 2018 (Unaudited)
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
1 October - 31
December 2018

1 October - 31
December 2017

1 January - 31
December 2018

1 January - 31
December 2017

198

275

1 288

2 980

-

815

-

2 040

Other income

635

91

2 110

887

Total revenue & Other Income

833

1 182

3 397

5 907

Amounts in USD 1,000

Note

Sales revenue
Other operating revenue

Operating costs

10,11

(13 503)

(15 698)

(54 103)

(58 994)

Depreciation, amortization and impairment loss

3,4,5

(1 039)

(4 429)

(4 037)

(6 991)

(13 710)

(18 945)

(54 743)

(60 078)

(2 574)

(1 158)

(1 089)

374

(16 284)

(20 102)

(55 832)

(59 704)

(3)

161

(11)

122

Profit (loss) for the period

(16 287)

(19 941)

(55 843)

(59 581)

Profit (loss) attributable to owners of the parent

(16 287)

(19 941)

(55 843)

(59 581)

(USD 0,01)

(USD 0,02)

(USD 0,05)

(USD 0,07)

(16 287)

(19 941)

(55 843)

(59 581)

54

(26)

(198)

456

(16 233)

(19 968)

(56 042)

(59 126)

Operating profit (loss)
Net financial items
Profit (loss) before income tax
Income tax expense

Profit (loss) per share basic and diluted

7

Profit (loss) for the period
Other comprehensive income
Currency translation
Total comprehensive income
for the period, net of tax
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

Amounts in USD 1,000

Note

31 December 2018

31 December 2017

8

ASSETS
Non-current assets
Property, plant and equipment

3

36 113

20 522

Financial lease

5

10 375

11 534

Intangible assets

4

3 622

2 190

50 110

34 246

3 010

709

8 863

16 245

Cash and cash equivalents

32 588

98 120

Total current assets

44 461

115 073

TOTAL ASSETS

94 571

149 319

18 660

18 660

Other paid-in equity

321 575

319 817

Currency translation

(13 719)

(13 520)

(250 927)

(195 083)

75 588

129 874

Long-term financial lease liabilities

11 525

12 125

Total non-current liabilities

11 525

12 125

Trade and other payables

7 458

7 320

Total current liabilities

7 458

7 320

94 571

149 319

Total non-current assets
Current assets
Inventory
Trade and other receivables

9

EQUITY
Ordinary shares

6

Retained earnings
Total equity

LIABILITIES

8

Non-current liabilities

Current liabilities

TOTAL EQUITY AND LIABILITIES
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Share capital

Other
paid-in equity

Currency
translation

Retained
earnings

Total

18 660

319 819

(13 521)

(195 084)

129 874

Share issues

-

(15)

-

-

(15)

Share based compensation

-

1 771

-

-

1 771

Comprehensive income

-

-

(198)

(55 843)

(56 042)

Balance at 31 December 2018

18 660

321 575

(13 719)

(250 927)

75 588

Balance at 1 January 2017

13 877

219 097

(13 976)

(135 503)

83 495

4 783

98 502

-

-

103 285

Share based compensation

-

2 220

-

-

2 220

Comprehensive income

-

-

456

(59 581)

(59 126)

18 659

319 819

(13 520)

(195 084)

129 874

Amounts in USD 1,000
Balance at 1 January 2018

Share issues

Balance at 31 December 2017
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CONSOLIDATED CASH FLOW STATEMENTS
1 October - 31
December 2018

1 October - 31
December 2017

1 January - 31
December 2018

1 January - 31
December 2017

(16 284)

(20 102)

(55 832)

(59 704)

6

484

647

1 771

2 220

3,4,5

949

1 404

3 947

3 966

90

3 175

90

3 175

Gain on sale of fixed assets

(80)

196

(479)

(350)

Taxes paid for the period

(19)

72

(91)

(38)

5 655

91

(1 824)

(1 588)

(9 204)

(14 519)

(52 419)

(52 319)

(2 149)

(3 766)

(6 004)

(15 910)

(372)

830

(5 005)

(11 484)

-

-

-

(63)

(434)

(289)

(1 580)

(702)

203

314

1 389

1 052

48

121

291

343

(2 704)

(2 790)

(10 908)

(26 764)

-

102 716

(15)

103 285

Financial lease payments

(120)

(136)

(600)

(456)

Net cash from financing activities

(120)

102 580

(615)

102 829

(3 457)

(8)

(1 590)

170

(15 486)

85 264

(65 532)

23 915

Cash and bank deposits
at the beginning of the period

48 074

12 856

98 120

74 205

CASH AND BANK DEPOSITS
AT THE END OF THE PERIOD

32 588

98 120

32 588

98 120

Amounts in USD 1,000

Note

CASH FLOW FROM OPERATING ACTIVITIES
Profit (loss) before tax
Share-based payment (equity part)
Depreciation and amortization
Write down inventory,
machinery and intangible assets

Changes in working capital
and non-cash items
Net cash from operating activities

CASH FLOW FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment

3

Prepayments relating to purchase of property,
plant and equipment
Purchases of intangible assets
Capitalized development expenses

4

Proceeds from sale of fixed assets
Interest received
Net cash from investing activities

CASH FLOW FROM FINANCING ACTIVITIES
Proceeds from issuance of shares

6

Currency translation effects on cash
and bank deposits
Net increase (decrease) in cash
and bank deposits
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Notes to the Consolidated Financial
Statements

NOTE 1 – INFORMATION ABOUT THE GROUP

Thin Film Electronics ASA (“Thinfilm” or “the Company”) was founded on 22 December 2005. Thin Film Electronics ASA Group
(“Thinfilm”) consists of the parent company Thinfilm ASA and the subsidiaries Thin Film Electronics AB (“Thinfilm AB”), Thin
Film Electronics Inc. (“Thinfilm Inc.”), Thin Film Holding ("Thinfilm Holding"), Thin Film Electronics KK (“Thinfilm KK”), Thin Film
Electronics HK Limited (“Thinfilm HK”), Thin Film Electronics UK Ltd. (“Thinfilm UK”), Thin Film Electronics Co. Ltd. (“Thinfilm
China”), Thin Film Electronics Singapore pte. Ltd. (“Thinfilm SING”). The group was formed on 15 February 2006, when Thinfilm
ASA purchased the business and assets, including the subsidiary Thinfilm AB, from Thin Film OldCo AS (“OldCo”).
The objectives of the Company shall be the commercialization, research, development and production of technology and
products related to printed electronics components and smart systems. These objectives may be carried out in full internally,
or in whole or in part externally through collaborative efforts with one or more of the Company’s ecosystem partners.
The Company is a public limited-liability company incorporated and domiciled in Norway. The address of its registered office
is Henrik Ibsens gate 100, Oslo, Norway. The Company’s shares were admitted to listing at the Oslo Axess on 30 January 2008
and to the Oslo Børs on 27 February 2015. On 24 March 2015 Thinfilm’s American Depository Receipts (ADRs) commenced
trading in the United States on OTCQX International.

NOTE 2 – BASIS OF PREPARATION, ACCOUNTING POLICIES, AND RESOLUTIONS

This condensed interim financial report for the four quarters of 2018 has been prepared in accordance with IAS 34 interim
financial reporting. The condensed consolidated interim financial report should be read in conjunction with the consolidated
annual financial statements for 2017. The IFRS accounting policies applied in this condensed consolidated interim financial
report are in all materiality consistent with those applied and described in the consolidated annual financial statements for
2017. The group has adopted IFRS 9 and IFRS 15 from 1 January 2018. In connection to adoption of IFRS 15, and in association
to IFRS guidelines on revenue recognition, the group has decided to reclassify government grants from Other operating
revenue to Other income. Government grants amounted to USD 1,540 thousand for the year 2018, compared to USD 2,040
thousand for the year 2017. The adoption of IFRS 9 has had no effect on the condensed consolidated interim financial report.
The Group will adopt IFRS 16 from 1 January 2019. The land component of the San Jose site will be booked to the balance
sheet as a financial lease. The book value will be quantified during Q1 2019. There will be no further material changes as a
result of the implementation of IFRS 16.
The going concern assumption has been applied when preparing this interim financial report. This consolidated interim
financial report has not been subject to audit.
The report was resolved by the Board of Directors on 27 February 2019.

Interim Report and Financial Statements / Fourth Quarter 2018

15

NOTE 3 – PROPERTY, PLANT AND EQUIPMENT

Amounts in USD 1,000

Tangible assets

Period ended 31 December 2018
Net value on 1 January 2018

20 522

Additions

19 024

Disposals

(692)

Exchange differences

2

Impairments

-

Depreciation

(2 742)

Net book value on 31 December 2018

36 113

Other receivables include USD 4,846 thousand prepayments related to investment in equipment and machinery that had
not been received from the suppliers as of 31 December 2018.		
Year ended 31 December 2017
Net value on 1 January 2017

9 155

Additions

16 457

Disposals

(903)

Exchange differences

315

Impairments

(1 807)

Depreciation

(2 696)

Net book value on 31 December 2017

20 522

Other receivables include USD 11,484 thousand prepayments related to investment in equipment and machinery that had
not been received from the suppliers as of 31 December 2017.
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NOTE 4 – INTANGIBLE ASSETS

Amounts in USD 1000

Intangible assets

Period ended 31 December 2018
Net value on 1 January 2018

2 190

Additions

1 582

Disposals

-

Exchange differences

-

Impairment

-

Amortization
Net book value on 31 December 2018

(151)
3 622

Year ended 31 December 2017
Net value on 1 January 2017

3 142

Additions

765

Disposals

(300)

Exchange differences
Impairment
Amortization
Net book value on 31 December 2017
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NOTE 5 – FINANCIAL LEASE

The Company entered into a lease agreement in November 2016 relating to the property building of its new US headquarter
in San Jose, CA. The lease in San Jose expires in September 2028. The building element of the lease agreement is classified
as a financial lease as the present value of the minimum lease payments amounts to substantially all of the fair value of the
leased asset. The land element of the lease has been accounted for separately as an operating lease.
Net book value of leased building:
Amounts in USD 1,000

31 December 2018

31 December 2017

Net value on 1 January

11 534

12 607

(105)

-

Amortization

(1 053)

(1 073)

Net book value at end of period

10 375

11 534

31 December 2018

31 December 2017

Less than one year

1 493

1 418

Between one and five years

5 481

5 345

More than five years

5 697

6 680

12 671

13 444

Adjustment

Present value of minimum lease payments:
Amounts in USD 1,000

Sum
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NOTE 6 – SHARES, WARRANTS AND SUBSCRIPTION RIGHTS

Number of shares
Shares at 1 January 2018

1 171 871 617

Shares at 31 December 2018

1 171 871 617

Shares at 1 January 2017

816 759 117

Share issue to employees, 24 February

105 000

Share issue to employees, 5 May

2 057 500

Share issue to employees, 11 August

450 000

Private Placement October, Tranche 1

81 500 000

Private Placement November, Tranche 2

271 000 000

Shares at 31 December 2017

1 171 871 617

1 January - 31 December
2018

1 January - 31 December
2017

Warrants and subscription rights opening balance

122 422 326

127 584 826

Grant of incentive subscription rights

52 067 432

33 550 000

(29 220 000)

(4 850 000)

Exercise of subscription rights

-

(2 612 500)

Allotment of warrants

-

-

Exercise and expiry of warrants

(57 017 326)

(31 250 000)

Warrants and subscription rights closing
balance

88 252 432

122 422 326

Number of warrants and subscription rights

Terminated, forfeited and expired subscription
rights
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NOTE 7 – PROFIT (LOSS) PER SHARE
1 January - 31 December
2018

1 January - 31 December
2017

(55 843)

(59 581)

Weighted average basic
number of shares in issue

1 171 871 617

862 739 254

Weighted average diluted number of shares

1 171 871 617

863 185 627

(USD 0.05)

(USD 0.07)

Profit (loss) attributable to shareholders (USD
1000)

Profit (loss) per share,
basic and diluted

The weighted average basic and diluted number of shares for the fourth quarter of 2018 is equal to the weighted average
for the year 2018.
When the period result is a loss, the loss per diluted number of shares shall not be reduced by the higher diluted number of
shares, but the diluted result per share equals the result per basic number of shares.
The diluted number of shares has been calculated by the treasury stock method. If the adjusted exercise price of subscription
rights exceeds the average share price in the period, the subscription rights are not counted as being dilutive.

NOTE 8 – CONTINGENT ASSETS AND LIABILITIES

As a part of the relocation of Thinfilm’s US headquarters in the second quarter of 2017 a USD 1,600 thousand Letter of Credit
has been issued to the new landlord. The Company has in addition entered into a Tenancy Guarantee with the new landlord.
The guarantee is given to secure payment of the lease rent. The initial guarantee liability amounted to USD 5,000 thousand
and reduces on an annual basis of USD 500 thousand per year commencing with the second lease year until the liability
reaches zero dollars. As at 31 December 2018, the guarantee liability amounted to USD 4,500 thousand.

NOTE 9 – TRADE AND OTHER RECEIVABLES

On 31 December 2018, trade and other receivables amounted to USD 8,863 thousand. The components of this balance are
specified below.
Amounts in USD 1000

31 December 2018

31 December 2017

943

1 929

Receivables from grants

1 249

1 222

VAT-related receivables

167

382

6 141

12 601

362

110

8 863

16 245

Accounts receivable

Pre-payments to suppliers
Other current receivables
Sum

NOTE 10 – RELATED PARTY TRANSACTIONS

In the period 1 January - 31 December 2018, Thinfilm has recorded USD 339 thousand (net of VAT) for legal services provided
by law firm Ræder, in which Thinfilm’s Chairman is a partner.
In the same period, Thinfilm has recorded USD 249 thousand (net of VAT) for services provided by Robert N. Keith, a
shareholder of Thinfilm, relating to a service agreement under which he assists Thinfilm in strategic analysis and in dealing
with larger, international, prospective partners.
Also, in the same period, Thinfilm has recorded USD 34 thousand (net of VAT) for R2R probe card equipment delivered by
Translarity, a company in which Thinfilm board member Laura Ann Oliphant is a shareholder and CEO.
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NOTE 11 – OPERATING COSTS

Amounts in USD 1,000

1 January - 31 December 2018

1 January - 31 December 2017

31 875

28 124

Share based remuneration

1 369

1 971

Services

5 480

5 937

Premises, supplies

11 472

15 654

Sales and marketing

2 889

3 791

Other expenses

1 019

3 516

54 103

58 994

Payroll

Total operating costs

NOTE 12 – EVENTS OCCURRING AFTER THE BALANCE SHEET DATE

In the Board meeting on 27 February 2019, the Board resolved to grant a total of 360,000 Employee Subscription Rights to
new employees, each with an exercise price of NOK 0.64.			
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