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Hong Kong Exchanges and Clearing Limited and The Stock Exchange
of Hong Kong Limited take no responsibility for the contents of this
announcement, make no representation as to its accuracy or completeness
and expressly disclaim any liability whatsoever for any loss howsoever arising
from or in reliance upon the whole or any part of the contents of this

announcement.
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2019 EREAE NS Interim Results Announcement 2019

The board of directors (the “Board”) of SMIT Holdings Limited
(the “Company”) hereby announces the unaudited condensed
consolidated 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 in 2018. These results have been
reviewed by PricewaterhouseCoopers, the external auditors of
the Company, and the audit committee of the Company.
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CONDENSED CONSOLIDATED STATEMENT

OF COMPREHENSIVE INCOME
For the six months ended 30 June 2019

izt
Note

Revenue
Cost of sales

o B~

Gross profit
Other losses, net
Other income
Research and development expenses
Selling and distribution expenses
General and administrative expenses
Net impairment losses on

financial assets

[o)Ne) o) U0,

(o))

Operating loss

Finance income
Finance costs

Finance income, net
Share of net loss of an associate accounted
for using the equity method

Loss before income tax
Income tax credit 7

Loss for the period

Loss is attributable to:
Owners of the Company
Non-controlling interests

Other comprehensive loss

Item that may be reclassified subsequently to
profit of loss

Translation differences

Total comprehensive loss for the period

Attributable to:
Owners of the Company
Non-controlling interests

Loss per share attributable to owners of

the Company for the period (expressed in

USD per share)
Basic loss per share 8
Diluted loss per share 8
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BZEZBHILEAREAR
Unaudited
Six months ended
~A=1+H ~A=1+H
ZZ-nE  —B-)N\F
30 June 30 June
2019 2018
ES ES
uUsD UsbD
17,583,715 27,836,777

(10,441,701)

(19,858,127)

7,142,014 7,978,650
(179,964) (235,320)
1,296,416 540,672
(4,357,243) (3,963,280)
(1,885,746) (1,537,641)
(5,278,612) (4,046,572)
(16,869) (177,015)
(3,280,004) (1,440,506)
489,362 558,294
(120,735) —
368,627 558,294
(47,902) —
(2,959,279) (882,212)
355,919 13,445
(2,603,360) (868,767)
(2,589,316) (868,767)
(14,044) —
(2,603,360) (868,767)
(43,541) (972,776)
(2,646,901) (1,841,543)
(2,634,388) (1,841,543)
(12,513) —
(2,646,901) (1,841,543)
(0.007) (0.003)
(0.007) (0.003)




SRR S B ISR R & CONDENSED CONSOLIDATED STATEMENT
OF FINANCIAL POSITION

RZFE-NFXH=1H As at 30 June 2019
REBEST rES
Unaudited Audited
R<A=+H +=HA=+-H
—E-hfF —E-N\E
30 June 31 December
2019 2018
iokz3 ESi ES
Note UsD UsD
BE ASSETS
I RBEE Non-current assets
W - BB RFZE Property, plant and equipment 1,845,118 1,735,894
FREEE Right-of-use assets 1,098,381 —
HivmEEaeE Other intangible assets 4,821,810 5,053,319
EES Goodwill 22,141,488 22,151,954
H At JE W R IE R B SRR Other receivables and prepayments 10 694,432 41,750
ERAREREARNKE Investment accounted for using
the equity method 765,963 —
BBERERATFEARDY Financial assets at fair value through
TREE profit or loss 19,482,147 18,246,807
FIEFTISTEE Deferred income tax assets 3,089,309 2,770,689
53,938,648 50,000,413
REBEE Current assets
"E Inventories 9,403,628 9,981,613
B 5 I H e GRIE Trade and other receivables and
BT IE prepayments 10 10,695,218 20,836,355
ALY B AT S FR Income tax recoverable 119,630 138,006
SRR BRI TF R Restricted bank deposits 6,200,000 5,000,000
ReMRSEEY Cash and cash equivalents 68,002,156 54,962,324
94,420,632 90,918,298
BEE Total assets 148,359,280 140,918,711
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REES RET

Unaudited Audited
~A=+HB +=ZHA=+—H
—E-hfF —E-N\E
30 June 31 December
2019 2018
k=3 EYiw ZETT
Note Usb UsD
EzkAE EQUITY AND LIABILITIES
i Equity
N Share capital 6,364 6,326
IR (B Share premium 101,505,766 100,982,947
EHREE Merger reserve (48,810,141) (48,810,141)
VARSAD B B S SR E 4 Share-based payment reserve 16,113,543 16,955,752
VETE R Statutory reserve 4,913,464 4,913,464
REE B Retained earnings 35,277,094 37,866,410
BRI Capital reserve 1,212,543 1,212,543
b 5 E Exchange reserve (1,153,419) (1,108,347)
KAEHEA ANB(RER Capital and reserves attributable to owners
R of the Company 109,065,214 112,018,954
FEPERR A Non-controlling interests 227,967 240,480
R Total equity 109,293,181 112,259,434
88 LIABILITIES
FREBEE Non-current liabilities
HEaE Lease liabilities 684,598 —
HoAth FE < 58 Other payables 46,692 1,507,404
EEWA Deferred income 7,421,415 6,568,365
BETHIBEE Deferred tax liabilities 669,510 692,730
8,822,215 8,768,499
REBAE Current liabilities
B S E A Trade payables 11 4,560,152 4,089,422
FEETE A LA M ER A Accruals and other payables 5,003,468 5,048,584
AHBIE Contract liabilities 800,348 740,720
RITHER Bank borrowings 6,200,000 5,335,126
EEWA Deferred income 13,242,028 4,669,282
HEEE Lease liabilities 437,888 —
FEATPRAS Income tax payable — 7,644
30,243,884 19,890,778
PSR Total liabilities 39,066,099 28,659,277
HEZRAE Total equity and liabilities 148,359,280 140,918,711
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SRS P IR A E B M & NOTES TO THE CONDENSED
CONSOLIDATED INTERIM FINANCIAL

INFORMATION
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GENERAL INFORMATION

SMIT Holdings Limited (the “Company”) and its
subsidiaries (together the “Group”) principally engage in
the following activities:

— development and sales of conditional access
modules ("“CAM") and mobile point-of-sales
("mPOS”) devices that enable secure distribution
and delivery of digital content to television and
secure mobile payment transactions, respectively;

—  development and sales of rapid verification system
and software; and

—  research and development of electronic design
automation (“EDA") products.

The Company is a limited liability company incorporated
and domiciled in the Cayman Islands. The address of
its registered office in the Cayman Islands is Maples
Corporate Services Limited, PO Box 309, Ugland House,
Grand Cayman, KY1-1104, Cayman Islands and its
registered office in the People’s Republic of China (“PRC")
is 22F, Guoshi Building, No. 1801, Sha He Xi Avenue,
Nanshan, Shenzhen, PRC.

The Company has its primary listing on The Stock
Exchange of Hong Kong Limited.

This condensed consolidated interim financial
information is presented in United States dollars (“USD"),
unless otherwise stated.

This condensed consolidated interim financial
information has not been audited.
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BASIS OF PREPARATION AND
ACCOUNTING POLICIES

This condensed consolidated interim financial
information for the six months ended 30 June 2019
has been prepared in accordance with Hong Kong
Accounting Standards ("HKAS") 34 “Interim Financial
Reporting”.

The accounting policies applied are consistent with those
of the annual financial statements for the year ended 31
December 2018, as described in those annual financial
statements, except for the estimation of income tax
using the tax rate that would be applicable to expected
total annual earnings and the adoption of new and
amended standards effective for the financial year
ending 31 December 2019 as described below.

2.1 Accounting policies not described in the
annual financial statements for the year
ended 31 December 2018

(@)  Principles of equity accounting
(i) Associates

Associates are all entities over which
the group has significant influence
but not control or joint control.
This is generally the case where the
group holds between 20% and 50%
of the voting rights. Investments in
associates are accounted for using the
equity method of accounting, after
initially being recognised at cost.

(i) Equity method

Under the equity method of
accounting, the investments are
initially recognised at cost and
adjusted thereafter to recognise the
Group's share of the post-acquisition
profits or losses of the investee in
profit or loss, and the Group’s share
of movements in other comprehensive
income of the investee in other
comprehensive income. Dividends
received or receivable from associates
are recognised as a reduction in the
carrying amount of the investment.

B4R AR AT SMIT HOLDINGS LIMITED
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2.2

2.3

When the Group's share of losses
in an equity-accounted investment
equals or exceeds its interest in the
entity, including any other unsecured
long-term receivables, the Group does
not recognise further losses, unless
it has incurred obligations or made
payments on behalf of the other
entity.

Unrealised gains on transactions
between the Group and its associate
are eliminated to the extent of the
Group's interest in these entities.
Unrealised losses are also eliminated
unless the transaction provides
evidence of an impairment of the
asset transferred. Accounting policies
of equity accounted investees have
been changed where necessary to
ensure consistency with the policies
adopted by the Group.

New and amended standards adopted by the
Group

A number of new and amended standards became
applicable for the current reporting period and the
Group had to change its accounting policies as a
result of adopting HKFRS 16 “Leases”.

The impact of the adoption of HKFRS 16 and the
new accounting policies are disclosed in Note 2.3
below. Other standards did not have any material
impact on the Group's accounting policies and did
not require retrospective adjustments.

Changes in accounting policies

This note explains the impact of the adoption of
HKFRS 16 on the Group's condensed consolidated
interim financial information and discloses the new
accounting policies that have been applied from
1 January 2019, where they are different to those
applied in prior periods.

The Group has adopted HKFRS 16 retrospectively
from 1 January 2019, but has not restated
comparatives for the 2018 reporting period, as
permitted under the specific transitional provisions
in the standard. The reclassifications and the
adjustments arising from the new leasing rules are
therefore recognised in the opening consolidated
statement of financial position on 1 January 2019.
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(a)

Adjustments recognised on adoption of
HKFRS 16

In accordance with the transitional provision
under HKFRS 16, the Group has applied
the simplified transition approach, and all
right-of-use assets were measured at the
amount of the lease liabilities on adoption
(adjusted for any prepaid or accrued lease
expenses). Comparative figures for the 2018
financial year/period have not been restated.
On adoption of HKFRS 16, the Group
recognised lease liabilities in relation to
leases which had previously been classified
as operating leases under the principles
of HKAS 17, “Leases”. These liabilities
were measured at the present value of the
remaining lease payments, discounted using
the lessee’s incremental borrowing rate as
at 1 January 2019. The weighted average
lessee’s incremental borrowing rate applied
to the lease liabilities on 1 January 2019 was
3.9%.

—E-hEF
2019
E
usb
RZZE-NF+=ZA=+—H Operating lease commitments disclosed
WEHELEHEHE as at 31 December 2018 2,587,721
2R AR &R ER B HH Impact of discounting using the lessee’s incremental
EERRFEETHENTE borrowing rate as at the date of initial application (2,205)
REGEBRRRAINEHEE Short-term leases recognised on a straight-line
basis as expense (792,158)
HRPEEEETIRAREEEN Adjustments as a result of a different treatment
EEES of termination options (1,726,353)
R-Z-NAF—-B—ARANEEEE Lease liability recognised as at 1 January 2019 67,005

ERREERSNHERBENZEE &
RZE-N\F+ZA=1t—"RAEFAVBHIK
ARERNEERBENEMBEMNRTERAE
NHFEERFE - RERERRY  HEE
EHEANFTENCRREELTRE -
RN EMEEERE LRy EER -

B4R AR AT SMIT HOLDINGS LIMITED

Right-of-use assets were measured at the
amount equal to the lease liability, adjusted
by the amount of any prepaid or accrued
lease payments relating to that lease
recognised in the consolidated statement of
financial position as at 31 December 2018.
There were no onerous lease contracts
that would have required an adjustment to
the right-of-use assets at the date of initial
application. The recognised right-of-use
assets wholly relate to properties.
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The change in accounting policy affected
the following items in the condensed
consolidated statement of financial position
on 1 January 2019:

° right-of-use assets—increase by
UsD67,005

o lease liabilities—increase by
UsD67,005

(i) Practical expedients applied

In applying HKFRS 16 for
the first time, the Group has
used the following practical
expedients permitted by the
standard:

° the use of a single
discount rate to a
portfolio of leases
with reasonably similar
characteristics;

° reliance on previous
assessments on whether
leases are onerous;

° the accounting for
operating leases with a
remaining lease term of
less than 12 months as at
1 January 2019 as short-
term leases;

° the exclusion of initial
direct costs for the
measurement of the
right-of-use asset at the
date of initial application;
and

° the use of hindsight in
determining the lease
term where the contract
contains options to
extend or terminate the
lease.

2019 EiEEAE NS Interim Results Announcement 2019 BIfIZRR AR AT SMIT HOLDINGS LIMITED
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(b)

The Group has also elected not
to reassess whether a contract
is, or contains a lease at the
date of initial application.
Instead, for contracts entered
into before the transition
date, the Group relied on its
assessment made applying
HKAS 17 and HK(IFRIC) 4,
"Determining whether an
Arrangement contains a Lease”.

The Group’s leasing activities and how
these are accounted for

The Group leases various offices and
warehouses. Rental contracts are typically
made for fixed periods of 1 to 3 years. Lease
terms are negotiated on an individual basis
and contain a wide range of different terms
and conditions. The lease agreements do
not impose any covenants, but leased assets
may not be used as security for borrowing
purposes.

Until 31 December 2018, leases of property,
plant and equipment were classified as
either finance or operating leases. Payments
made under operating leases (net of any
incentives received from the lessor) were
charged to profit or loss on a straight-line
basis over the period of the lease.

From 1 January 2019, leases are recognised
as a right-of-use asset and a corresponding
liability at the date at which the leased
asset is available for use by the Group. Each
lease payment is allocated between the
liability and finance cost. The finance cost
is charged to profit or loss over the lease
period so as to produce a constant periodic
rate of interest on the remaining balance of
the liability for each period. The right-of-use
asset is depreciated over the shorter of the
asset’s useful life and the lease term on a
straight-line basis.

Assets and liabilities arising from a lease are
initially measured on a present value basis.
Lease liabilities of the Group include the net
present value of the fixed lease payments
(including in-substance fixed payments), less
any lease incentives receivable.
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The lease payments are discounted using
the interest rate implicit in the lease. If that
rate cannot be determined, the lessee’s
incremental borrowing rate is used, being
the rate that the lessee would have to pay
to borrow the funds necessary to obtain an
asset of similar value in a similar economic
environment with similar terms and
conditions.

Right-of-use assets of the Group are
measured at cost comprising the following:

. the amount of the initial measurement
of lease liability;

o any lease payments made at or before
the commencement date less any
lease incentives received;

o any initial direct costs; and

° restoration costs.

Payments associated with short-term leases
and leases of low-value assets are recognised
on a straight-line basis as an expense in
profit or loss. Short-term leases are leases
with a lease term of 12 months or less. Low-
value assets comprise IT-equipment and
small items of office furniture.

0] Termination options

Termination options are included in
a number of property leases across
the Group. These terms are used to
maximise operational flexibility in
terms of managing contracts. The
majority of termination options held
are exercisable only by the Group and
not by the respective lessor.
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SEGMENT INFORMATION

Management has determined the operating segments
based on the information reviewed by the chief
operating decision-maker that are used to making
strategic decisions. The chief operating decision-maker
("CODM") is identified as the Executive Directors of the
Company.

During the six months ended 30 June 2019, the CODM
assessed the performance of the Group by reviewing the
results of three reportable segments: CAM and mPOS,
rapid verification system and software, and electronic
design automation (“EDA").

CAM and mPOS - development and sales of security
products (CAM and mPOS devices) that enable secure
distribution and delivery of digital content to television
and secure mobile payment transactions respectively.

Rapid verification system and software — development
and sales of rapid hardware-based verification systems
and softwares.

EDA - Development and application of full process
electromic design automation systems for chip design.

During the six months ended 30 June 2019, the Group
no longer made any sales of blockchain servers.

The CODM reviews the performance of the Group
on a regular basis and reviews the Group's internal
reporting in order to assess performance and allocate
resources. The CODM assesses the performance of the
operating segments based on a measure of segment
results, including adjusted operating loss of the relevant
operating segments. Expenses, where appropriate,
are allocated to operating segments with reference to
revenue contributions of respective segments. Finance
income, finance costs, share of net loss of an associate
accounted for using equity method and unallocated
income and expenses are not included in the result for
each operating segment that is reviewed by the Group’s
CODM.

B4R AR AT SMIT HOLDINGS LIMITED



BE-Z-NFNA=Z+THIEAER  TELERER During the six months ended 30 June 2019, the CODM

’“*B%ﬁ T ERERERALE D EEH %%&%%Eﬁ@? assessed the performance of the Group based on a
HAREENKRE - EETEFEEARLEDBEMNTEHD measure of segment results using adjusted operating loss
HEETR - DAEHEEMHESHERNNEEIR LR of the operating segments, which is different from the
HERBEG— c IAXRBAANSHFERNRSEED T use of gross profit of the operating segments as segment

57 - AEARHEE SR -5 - results in the prior year, in order to align the segment

review with the restructured internal management
and reporting structure. The segment information of
comparative period has been restated to conform to the
current period categorisation.

NEEEFZEERE  HMEFEAE FE ZB5K Segment assets consist primarily of goodwill, other
Efth JEURIE R FE R FRIE - BN EIRREFSHEE intangible assets, inventories and trade and other
Y - BERRE  CREEE - JREMEN  Be receivables and prepayments but exclude deferred
RBEEEY  RHRITER - ZREVRITER - EB income tax assets, property, plant and equipment, right-
BaRATEARNEREE  TAEREARNRE of-use assets, income tax recoverable, cash and cash
AR RBRADEEE ° equivalents, short-term bank deposits, restricted bank

deposit, financial assets at fair value through profit or
loss, investment accounted for using the equity method
and corporate and unallocated assets.

HoyMEEEENEI KR - AEEERILETE S Information relating to segment liabilities is not disclosed

WEE EIERRARE © as such information is not regularly reported to the
CODM.

Efh[aF 22EAE ARBHER G 27 AR Other information provided to the CODM is measured

SHRHBEER B - in a manner consistent with that in this condensed

consolidated interim financial information.

KRB
Unaudited
REFR B hREBE
mPOS REE REREYS EDA nE
Rapid
verification
CAM and  Blockchain  system and
mPOS servers software EDA Total
ES ET ES E ET
usb usb usb Usp usb
BZ-_Z-1%§ For the six months ended
ANA=TAILEAMEA 30 June 2019
A EE Segment revenue
IhabUiEs External revenue 12,984,652 — 4,599,063 — 17,583,715
DEEE Segment results 2,154,877 — (275,980)  (1,519,045) 359,852
BEZ-_Z2-N\§ For the six months ended
AAZTHLEAREAR 30 June 2018
72 ElE Segment revenue
IR AR External revenue 18,187,941 9,648,836 — — 27,836,777
DEEE (BEF) Segment results (restated) 38,431 2,157,461 — — 2,195,892
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REFR B REERE
mPOS fR¥%®  REEEM4 EDA LR

Rapid

verification

CAM and  Blockchain  system and

mPOS servers software EDA Total
En E E En E
Usb usD Usb usD Usb
R-Z-NE At 30 June 2019 (unaudited)
AAZTH (REE)
DHEE Segment assets 19,147,767 — 25,266,293 1,226,078 45,640,138
RZE-N\E At 31 December 2018 (audited)
+ZB=+-H
(&)
NEEE Segment assets 26,194,164 1,990,991 23,632,678 — 51,817,833
A ERE D IRELE BT EHRATE BN YN T ¢ A reconciliation of reportable segment results to loss
before income tax is provided as follows:
REES
Unaudited
BEZAMILEAREA
Six months ended
—E—hF —E-N\E
~BA=+H ~B=+H
30 June 30 June
2019 2018
Em ZET
usb usb
EDIEE Reporting segment results 359,852 2,195,892
NARARDBERZ - 58 Corporate and unallocated expenses, net (3,639,856)  (3,636,398)
e EE Operating loss (3,280,004)  (1,440,506)
AE WA Finance income 489,362 558,294
& R AR Finance costs (120,735) —
DR AREREARSY Share of net loss of an associate
A WNIbE Y IE =] accounted for using the equity method (47,902) —
BrAT B R AT ES 18 Loss before income tax (2,959,279) (882,212)

14 2019 EAE4 A% Interim Results Announcement 2019 BEI#IZREMR AR SMIT HOLDINGS LIMITED



ARE D AE ERAEERIA T K

AHEIBEE

BEFSHEE

ERN S

EHERE
ERREEEARNRE
BRERRAFEARNEREE
AR FTE B

Re kAT EED

R HIRITIF
RDRAIRADEEE
REFRGEUBRARAGAEE

Yo &=
e s R — B BEHER
- \ER
—mPOSH
— &R RS B
— PRIRRE RS
EmiHEaE

as follows:

Reportable segment assets

Deferred income tax assets

Property, plant and equipment

Right-of-use assets

Investment accounted for using the equity method
Financial assets at fair value through profit or loss
Income tax recoverable

Cash and cash equivalents

Restricted bank deposit

Corporate and unallocated assets

Total assets per condensed consolidated
statement of financial position

4 REVENUE

Revenue, recognised at a point in time
- CAM
— mPOS devices
— Blockchain servers
— Rapid verification system and software

Total sales of goods

2019 EREAE NS Interim Results Announcement 2019

Reportable segments assets are reconciled to total assets

RGE K&
Unaudited Audited
RZZE-hFE RZE-N\F
AB=tH +=ZA=+-—H
As at As at
30 June 31 December
2019 2018
En En
usb usb
45,640,138 51,817,833
3,089,309 2,770,689
1,845,118 1,735,894
1,098,381 —
765,963 —
19,482,147 18,246,807
119,630 138,006
68,002,156 54,962,324
6,200,000 5,000,000
2,116,438 6,247,158
148,359,280 140,918,711
REEG
Unaudited
BZEZAHILEANER
Six months ended
—E-hE —T-N\F
NA=t+H NA=t+H
30 June 30 June
2019 2018
En E
usD usp
10,269,083 12,889,504
2,715,569 5,298,437
— 9,648,836
4,599,063 —
17,583,715 27,836,777

Bl AR AE SMIT HOLDINGS LIMITED
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5 HEBSERAEMEA 5 OTHER LOSSES, NET AND OTHER

INCOME
Hoith B8 %58 Other losses, net
—EH W (BE) - FE — Exchange gains/(losses), net
— EREEEAFEARY — Fair value losses on financial assets
TREENNTFEREE at fair value through profit or loss
— RAEFNREN R TEERE — Fair value losses on contingent

consideration payable

HAb U A Other income
— BT Bh — Government grants
— Eftb - Others

2019Fh H%E4E A% Interim Results Announcement 2019 EI#X#ERR AR AF SMIT HOLDINGS LIMITED

RQEG
Unaudited
BZEZAHILEAER
Six months ended
—B-h&E —B-N\%
~A=1+H ~A=+H

30 June 30 June
2019 2018
E ES
Uusb usb
86,375 (57,517)
(214,396) (177,803)
(51,943) —
(179,964) (235,320)
1,280,758 494,018
15,658 46,654
1,296,416 540,672




BHEE T IR

ZEE B &

— RBURT

— R BURTS
HEME - BERREEE

B E A
FERAR
BERMNFAX (BREEHE)

FrRtEERE

Hip B\ & E#H

mE - WERREBITE
ERREERE
FRNEXER
EHEENK

B RO E R
FERE (BERR),BE

IR R IBRF R
Hit &M
HERAK  fEFAX  HER

DHAX - —RRITERFAX R

TREEREFHRERE

6 EXPENSES BY NATURE

Auditors’ remuneration
— Audit services
— Non-audit services
Loss on disposals of property, plant and
equipment
Advertising costs
Cost of inventories
Employee benefit expenses
(including directors’ emoluments)
Royalty expenses
Amortisation of other intangible assets
Depreciation of property, plant and equipment
Depreciation of right-of-use assets
Legal and professional fees
Operating lease payments
Provision for impairment of trade receivables
(Reversal of provision for)/provision for
impairment of inventories
Travelling and entertainment expenses
Others

Total cost of sales, research and
development expenses, selling and
distribution expenses, general and
administrative expenses and
net impairment losses on financial assets

2019 EREAE NS Interim Results Announcement 2019

REGE
Unaudited

BZEZAMILEAREA

Six months ended
ZE-NF —B-N\F
~A=+H ~A=+H
30 June 30 June
2019 2018
E E
usD usb
235,555 200,516
— 70,333
25,825 16,901
160,203 471,690
9,718,351 18,429,875
6,965,722 5,476,216
440,839 784,244
231,910 87,794
283,647 368,523
136,013 —
772,781 317,726
861,600 670,383
16,869 177,015
(229,666) 296,032
491,185 707,292
1,869,337 1,508,095
21,980,171 29,582,635

Bl AR AE SMIT HOLDINGS LIMITED
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FREHER

AEEFHEMBRRBRMER CRY) AAR ([SMIT)
YR ERS (8 EEREARAR ([S2C &) o
BRSNS R N B © RSMITIRYIES2C £
FEERBIER E B RHIS AR AR ERERET
AENRFRNEE  BEOBER-_T—tFE-T
—NE=FHHAZA15% TR ERER ([ DX
BEDEEHE ((SMEMEEERHE]) - BEZT
—NERZZE—N\FENA=THINER D SN B
ARRAMERBEFRANCEMERREAR15% (=ZF
—\%F : 15%) °

(E-T-AFRNAZTRIEANER - BREBEFAGR
JERBUET1R16.5% (ZF—/\F : 16.5%) HT KT
BRNEHEE o FINEFOTIRT KB AR B L L PT
EERNORALEL 2B RAREN - REFAMGIE
AR - B REBEZRTTRERR KR EME -

FEABRGRS 2EREROMSHEREE

BINEIR Overseas tax
EIEFTISHL Deferred income tax

PRt @R

Total income tax credit

INCOME TAX CREDIT

SMIT Group (Shenzhen) Co., Ltd (“SMIT Shenzhen”) and
S2C Shanghai Co., Ltd. (“S2C Shanghai”) are the PRC
subsidiaries of the Group established in the Shenzhen
Special Economic Zone and Shanghai, respectively. As
a result of the approval obtained from the respective
in-charge tax authorities in the PRC as High/New
Technology Enterprises as defined under the New
Enterprise Income Tax Law, both SMIT Shenzhen and
S2C Shanghai are entitled to a reduced preferential
enterprise income tax (“EIT”) rate at 15% (“HNTE
Preferential Tax Rate”) for a 3-year period from 2017 to
2019, respectively. An EIT tax rate at 15% (2018: 15%)
was applied to the assessable profit of these subsidiaries
for the six months ended 30 June 2019 and 2018.

For the six months ended 30 June 2019, Hong Kong
profits tax has been provided at the rate of 16.5%
(2018: 16.5%) on the estimated assessable profit for the
year. Taxation on overseas profits has been calculated
on the estimated assessable profits for the year at the
applicable rates of taxation prevailing in the countries in
which the Group operates, based on existing legislation,
interpretations and practices in respect thereof.

The amount of income tax credited to the condensed
consolidated statement of comprehensive income
represented:

RBEST
Unaudited
BZZAMIEAEA
Six months ended
—E-NhF —E-N\F
~A=1+H ~A=+H

30 June 30 June
2019 2018
Eo T
Usb Usb

— 64,358
(355,919) (77,803)
(355,919) (13,445)

B4R AR AT SMIT HOLDINGS LIMITED



BRER

IR RARS IR AV AR (A B A 2
BRE TS -

ARFHEA AREER (ET)

B BT B I I B

FRENER (X7T)

BRETERBBABRBTEIITBERMEF IS -
UBHRFAAEANELAEHEUERNE BRC KB HEMET
HopBRIENS - RRBEIEETEREDHITHR
& B MR TIRATHE RERFE SR PO EREE)
BTN EE - ASAERMISRIBRR S EERTT
MR mHER - AMELNEEZETROBEFATER
IEFEHBIERDE  AFTESREERIE -

(EZE-AFRNAZTRIERER - BRERERE
EENEBEEBRREERBALEEEYE - Rt
FRESBHESASREAER (BE-Z—\FXA
=+RIERER : 48F) °

Basic loss per share (USD)

LOSS PER SHARE

Basic loss per share are calculated by dividing the loss of
the Group attributable to owners of the Company by the
weighted average number of ordinary shares:

Loss attributable to owners of
the Company (USD)

RIGEST
Unaudited
BEZAMLEAREA
Six months ended
—E-hF —E-N\E
~BA=+H ~B=+H
30 June 30 June
2019 2018
(2,589,316) (868,767)

Weighted average number of
ordinary shares in issue

377,082,146 313,515,610

(0.007) (0.003)

Diluted loss per share are calculated by adjusting the
weighted average number of ordinary shares outstanding
to assume conversion of all dilutive potential ordinary
shares. For the share options, the number of shares that
would have been issued assuming the exercise of the
share options less the number of shares that could have
been issued at fair value (determined as the average
market price per share for the respective year) for the
same total proceeds is the number of shares issued for
no consideration. The resulting number of shares issued
for no consideration is included in the weighted average
number of ordinary shares as the denominator for
calculating diluted loss per share.

For the six months ended 30 June 2019, the potential
ordinary shares arising from the assumed conversion of
the share options has no dilutive effect on loss per share.
Therefore, diluted loss per share equals basic loss per
share (six months ended 30 June 2018: same).

2019 EiEEAE NS Interim Results Announcement 2019 BIfIZRR AR AT SMIT HOLDINGS LIMITED
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Hﬁ /%\

He—_ZT—- N\F+_-_A=+—HIFEMNRKEAL05414
E(ZZE—N\F :802,533F% L) ER_E—NFHA
IR e

EESTRERBE_T-NEAA=+HIAEA
ER AT RS (BE-S— \EAA=+HILAE
A:E).

E5 R HEMBURRIEREANRER

E=NEFRMIE
R 77 E 5 R IE
B B S RARIRR B

BARKE - FE

B Prepayments
it Notes receivable

E=TmE MEAMEKFR
R 7y H At R TR IE

AL FERNERE

Trade receivables - net

10

Trade receivables from third parties
Trade receivables from a related party
Less: Provision for impairment of trade receivables

Deposit and other receivables from third parties
Other receivables from a related party

Less: Non-current portion

DIVIDEND

A dividend of USD405,414 that relates to the year
of 31 December 2018 was paid in May 2019 (2018:
UsD802,533).

The Board does not recommend any interim dividend for
the six months ended 30 June 2019 (six months ended
30 June 2018: Nil).

TRADE AND OTHER RECEIVABLES AND
PREPAYMENTS

RGETT K&
Unaudited Audited
—ZE-hEF —E-N\F
~A=tH +=ZA=+-—H

As at As at

30 June 31 December

2019 2018
ES ESn
UsD UsD
8,381,548 8,609,948

386,926 4,885,596

(1,978,392) (1,981,441)
6,790,082 11,514,103
3,368,379 8,371,901
33,782 66,190
1,135,849 898,156
61,558 27,755
4,599,568 9,364,002

(694,432) (41,750)

10,695,218 20,836,355

B4R AR AT SMIT HOLDINGS LIMITED



REERTEFPNEABMBRER30R180KNE « 17E The Group's credit terms granted to customers generally
ZEQ: - EZRWEES TN ¢ ranged from 30 to 180 days. An analysis of the trade
receivables by invoice date is as follows:

REET K&

Unaudited Audited

—E-hEF —E-N\F

AA=+H +=ZRA=+-H

As at As at

30 June 31 December

2019 2018

e ET

Usb Usb

30KLAA Less than 30 days 4,349,359 2,950,429
31260K 31 to 60 days 2,101,149 563,046
61£90K 61 to 90 days 237,475 2,600,183
91£180K 91 to 180 days 216,714 154,937
181£365K 181 to 365 days 92,944 5,465,007
365KM E Over 365 days 1,770,833 1,761,942

8,768,474 13,495,544

& 2 EERIE 11 TRADE PAYABLES

2 2 e (P ERIEIE R I T Trade payables are aged as follows:
REET K&
Unaudited Audited
—B-NEF —B-N\E§
AA=tR +=A=+-H
As at As at
30 June 31 December
2019 2018
£ £
usbD usD
30KLAA Less than 30 days 1,822,407 2,000,216
31290k 31 to 90 days 1,412,583 1,205,815
912180k 91 to 180 days 1,136,748 517,492
1812365k 181 to 365 days 170,755 324,153
365K E Over 365 days 17,659 41,746
4,560,152 4,089,422
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AEBREHRNBEREERRRNBELL2REMNER BB
HE AR E A E RN BER AT R R IR (R
BN ER AEURANBERTERG REREBHLE2E
& o AEEMERPEBHHE K (ImPOS) XN RRHTE
HER - BPBEBEITRMAEREEBEIHER R

AEBEEBARRS2C Tech Inc. ([S2C)) R IRBENENREM
HRIRER S R AT HR R o S2CHY R R ERE R MM E
fn A AU AR R R ATIREY - BN EE fn S A 2 B
MAE - EREREBZEPER RS ([SoC])) REHAH -

BESN - ANEER =T —\F 5P B RETERIG B EAE
[BRREABEFRTEDCARHBFEER] ZBERE
AEHEHE - EREPHEFRF A RGOME - BAE
R AL o

BEF

ZE-NFLEFEF  BERMSEBHEERL TS mMHEEX
B o JRFE  AEEREREREERER S —N\FLEF
TF203%EHA103EBEBET(BEZE—N\FA=TH
LEAER - 12988Em) - (W ARSEERINES8.4% °
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MANAGEMENT DISCUSSION AND
ANALYSIS

BUSINESS REVIEW

The Group is a leading security devices provider globally for
pay-TV broadcasting access. It designs, develops and markets
security devices primarily for the pay TV industry worldwide
through sales of conditional access modules, or CAMs,
products which provide end users with access to pay-TV
content. The Group is also a major supplier of mobile point-
of-sales or mPOS systems, and develops and markets mPOS
devices for the mobile payment industry in China,

S2C Tech Inc. ("S2C"), a subsidiary of the Group, is a leading
hardware-based rapid verification system and software
provider globally. Rapid verification systems and software
products of S2C can quickly build complex system models
for the development and test of software before product
establishment, which will enable customers reduce the design
cycle of system-on-chip (“SoC").

In addition, the Group obtained requisite approval from
the PRC Central Government for the implementation of the
national science and technology project of “Development
and Application of Full Process Electronic Design Automation
("EDA") System for Chip Design” in 2018 and duly launched
the research and development of EDA system, which currently
is in the input period of the research and development.

CAM

In the first half of 2019, as the overall market sales of
CAMs decreased compared to the same period of last year,
the market demand decreased, the sales revenue of the
Group’s CAMs amounted to approximately US$10.3 million,
representing a decline of 20.3% when compared to that in
the first half of 2018 (for the six months ended 30 June 2018:
US$12.9 million), and accounted for 58.4% of the Group's
total revenue.

B4R AR AT SMIT HOLDINGS LIMITED



FEFHEWRS TRESERBIMNTES - KREXFREB TR
30.8% ° tEARNEERE REBHREATS - BUNTISHEK
Z NEEZENERAREPHERAMRL - AEEPRBHE
A REPHIEB EREEFZ IR o EHRHBUNTTISEE
REBZBNPTVIIOTTAE L - EE A AP BUR DB E R
FREKRE - e BB E—TREARE - TBAS
E i E A USBRZR « USB DongleAIHDMI DongleZ 2/ Mt &
HE ST TR - TEATR ARG E AR B i S W E £ 18R

B/ 488
-2

THEREBEEMANLHRARNRE - G EEMRERTS
ZBERBRANE  SHHEHNAFPHEIRINEN - AEEE
EYEBRRERE - ARIEE IS0 - REEHN T 5
HFFIPTVINEERI Cl+1. 4R E R - RIS EAERHA (RN
USBIZRERCI+2.01R % K » WM B S Hp BT RAES
A MRS 2 SRR A T ER R R AR P BT -

mPOS

ARPEE= A HBERFERE  IHETHERE - BB
e E S AR B NITERBLEENERTHIRS - &
HEZHIMNTENRERERDEELET —THFE X BX
FEZHIMEEN A RCERATHEEA - EHFINBIR
BEET  KBDE-AINERIBEES BN ER » mPOSE
BERERATELED - Z—HTELBROAETFHARERN
mPOS » ZARBHFETRZEHMPOSEFIMEE - = F
—hFE¥F - KEEMPOSHESEH2 7AEx:T (HE
—ZE-N\FEXNA=ZTHLNEAR 53AEET)  KEERH
TF548.7% (G AREERUNEE15.4% ©
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The decline in sales revenue in the first half of the year was
mainly in the European market, which was approximately
30.8% lower than the same period last year. As the largest
market for the Group’s CAM business, the decline in sales
revenue in the European market was mainly due to the
decrease in demand of individual large customers, and its
customer strategy also caused project delays or reduced
demand for some major customers. The CAM business in
the traditional European market is affected by IPTV and OTT.
The decrease in the user number of operators has reduced
the demand for CAMs. It is expected that this impact will
continue for a certain period of time. However, the Group's
new products such as USB CAMs, USB Dongle and HDMI
Dongle, have been produced in small quantities or close to the
completion of research and development, which is expected
to have a positive impact on the Group's sales revenue in the
future.

In the second half of the year, the Group will increase
marketing investment and will also continue to strengthen
communication and cooperation with major customers.
In respect of the reduced demand from individual large
customers, the Group will closely communicate related issues
and strive to restore market share. The Group will launch a
Cl+1.4 CAM that supports IPTV function in the second half
of the year, and will cooperate with partners to launch a
Cl+2.0 CAM in USB form. In addition, the Group will establish
strategic partnerships with mainstream Chinese operators and
host manufacturers to expand the Chinese market.

mPOS

As China’s third-party payment policies continue to be
tightened, payment supervision continues to be strict, risk
prevention awareness continues to be strengthened, and the
requirements for standardized operations in the payment
industry continue to be increased, which has had a certain
impact on the rapid development of the third-party payment
industry, and causes the compliance operating costs of
third-party payment institutions rising constantly. Under the
influence of these external environments, the funds of most
third-party payment institutions tend to be tight, and the
overall demand for mPOS is declining. On the other hand, after
the large-scale sales and distribution of mPOS in recent years,
there are different levels of mPOS surplus in each channel.
In the first half of 2019, the revenue of the Group’s mPOS
recorded approximately US$2.7million (for the six months
ended 30 June 2018: US$5.3 million), representing a decline of
48.7% compared with the same period of last year, accounted
for 15.4% of the Group's total revenue.

Bl AR AE SMIT HOLDINGS LIMITED
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RIRER T AR R

FFEAREBEERES2CHEE - EAEEEBZTIEIN
B RERRERE RSB RE - SRR EEKER
EENREBRE - ARENPRERERGERTEB2RR T
BRES TN EHEF RERBIRGERTEBTRARE
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B RKBRFRABENREIER -

AREBRPRREFE RSB B AIEBUI R B AR
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FIBR%I ([FPGA]) RIRERE R L - AR RBRIBIRUHTAR
SEABHERELS
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In the second half of the year, the Group’s mPOS business
started from the perspective of controlling business risks
and contracted some low gross margin and long credit
term business. The Group is more careful in the selection of
new customers. The customers which the Group currently
negotiates with mainly are large customers.

The Group's traditional business such as CAM and mPOS are
affected by the industry cycle and market changes. In response
to the changes, the Group actively adopt measures to adjust
manpower, control expenditure and resource investment, to
improve the operating profit of related businesses. In the first
half of 2019, the Group’s CAM and mPOS segment profit was
US$2.2 million, compared with US$0.04 million in the same
period in 2018, representing an increase of 5,507.1%.

Rapid verification system and software

In the previous year, the Group completed the acquisition of
S2C, which diversified the Group’s business into hardware-
based rapid verification systems and software field. Benefiting
from the rapid development of China’s integrated circuit
industry, the Group's rapid verification system and software
business showed a good growth trend. In the first half of 2019,
the rapid verification system and software business contributed
sales revenue to the Group of approximately US$4.6 million,
accounting for 26.2% of the Group's total revenue. It is
expected to maintain a large performance growth in the
future.

The Group’s R&D team of rapid verification system and
software is currently focusing on the development of basic
technology and functional components for hardware simulator
products, and will launch a series of new products in the
next few quarters. This series of new products include high
capacity field programmable gate arrays (“FPGA") prototyping,
advanced prototyping software tools and desktop emulator.

B4R AR AT SMIT HOLDINGS LIMITED
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Electronic design automation system

The Group obtained requisite approval from the PRC Central
Government for the implementation of the national science
and technology project of “Development and Application of
Full Process Electronic Design Automation System for Chip
Design” in 2018. The EDA System is located at the upstream
of the integrated circuit (“IC") design industry, which occupies
an important position in the whole IC industrial chain. Through
the development of EDA technology, the Group's product
line will be further diversified, which will also establish a solid
foundation for the Group to enter the relevant high entry
barrier industry and achieve sustainable development. In this
connection, the Group will continue to invest resources to the
research and development of system design tools such as EDA
and FPGA. The Group targets to focus on the development of
placement and routing tools, and mainly develops placement
and routing, timing analysis, physics verification, power
analysis and other related tools. The Group will also focus on
the development of hardware emulation accelerator, gate-
level simulation, logic synthesis and formal verification tools
etc., and all these in turn will formulate the digital circuit chip
design full-process EDA tool platform.

In the first half of 2019, the research and development
expenses of the Group’s EDA system were about US$2.0
million. In the future, the Group will continue to increase its
R&D investment in EDA systems and focus on cultivating the
next revenue growth point.
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For the six months ended 30 June 2019, the Group generated
revenue of US$17.6 million (for the same period of 2018:

Mo US$27.8 million), the following table shows revenue
breakdown by business segments:
BZEANA=TAHLXEAR
Six Months Ended 30 June
=E-hF —B-N\F
2019 2018
R % BEZET % EHEEHDIE
USs$ Million %  US$ Million % Change in %
WK EmPOS CAM and mPOS 13.0 73.9% 18.2 65.5% -28.6%
PRIRGRTE R BB Rapid verification
system and software 4.6 26.1% - - TEANA
[ 4% 58 AR 75 2% Blockchain Server - TEAANA 9.6 34.5% TEFANA
17.6 100% 27.8 100% -36.7%

REERA - AEBRGR T \FRATE36.7% T2
R REIE SR R R AR 25 0 B A AR E R emPOS &
dE E AR D PTER -

ENRENR

HE-_Z-NFARAA=ZTHLEANEANENATABEET
BZE— \FRBTROSEEEL  TFEXAE40.6% (=T
—N\FRH:28.7%)  TEARAEEE FEERBIERTY
RREFSTE ©

R

MEAX T EREASEREABNFSRERN BERHRA
M GHERREER  EERBEBERBRER - REE
A - SR SH A FRABEIN0.9%E448 88X =2
FRAREIN T HE FRRET A BT EIE A -

2019Fh B4 A% Interim Results Announcement 2019

During the review period, the Group's revenue decreased by
36.7% compared with the same period of 2018, which was
mainly attributable to the Group’s termination of Blockchain
Server segment and decrease in revenue from sales of CAM
and mPOS products.

Gross Profit and Gross Profit Margin

Gross profit amounted to US$7.1 million for the six months
ended 30 June 2019, representing a decrease of US$0.8 million
compared with the same period of 2018. Gross profit margin
amounted to 40.6% (for the same period of 2018: 28.7%),
which was mainly attributable to the Group’s termination of
Blockchain Server business.

Research and Development Expenses

Research and development expenses mainly include salaries
and benefits of the Group's research and development staff,
rental and office expenses, CA certification fees, professional
service fees and transportation and lodging. During the review
period, research and development expenses increased by 9.9%
to US$4.4 million compared with the same period of last year,
mainly due to the increase in the research and development
expenditure relating to the development of EDA technology.
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Selling and Distribution Expenses

Selling and distribution expenses mainly include salaries and
benefits of sales and marketing staff, marketing, training and
promotion expenses, travel and entertainment and rental
and office expenses. During the review period, selling and
distribution expenses amounted to US$1.9 million, increased by
22.6% compared with the same period of last year, mainly due
to the increase expenses relating to the selling and distribution
of rapid verification system and software after the acquisition
of S2C.

General and Administrative Expenses

General and administrative expenses mainly include salaries
and benefits of management, administrative and finance staff,
share-based compensation for general and administrative
staff, professional service fees, rental and office expenses,
provision for doubtful debts, and travel and entertainment.
During the review period, general and administrative expenses
amounted to US$5.3 million , representing an increase of
30.4% compared with the same period of last year, mainly due
to the increase in salaries & benefits and leasing fee after the
acquisition of S2C.

Income Tax Credit

For the period ended 30 June 2019, income tax credit of
US$0.4 million consists of deferred income tax on tax losses
and other temporary differences. For the period ended 30 June
2018, the net income tax credit of US$0.01 million consisted
of overseas tax expenses and deferred income tax credit. The
increase in income tax credit mainly due to the increase in
deferred income tax as a result of the increase in tax losses of
the PRC subsidiaries.

Loss for the Period

The loss for the period amounted to US$2.6 million,
representing an increase of 199.7% compared to the same
period of 2018, mainly due to the increase in the research and
development expenditure relating to the development of EDA
technology .
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Liquidity, Financial Resources and Debt Structure

During the review period, the Group continued to maintain a
healthy and solid liquidity position. As at 30 June 2019, total
cash and cash equivalents of the Group amounted to US$68.0
million (as at 31 December 2018: US$55.0 million). As at
30 June 2019, the cash and cash equivalents of the Group
were mainly denominated in RMB and US dollars. The Group
recorded net current assets amounting to US$64.1 million (as
at 31 December 2018: US$71.0 million) and its current ratio
was 311.7% (as at 31 December 2018: 457.1%).

As at 30 June 2019, the Group's outstanding balance of bank
loan amounted to US$6.2 million (as at 31 December 2018:
US$5.3 million), and the restricted bank deposit pledged in
relation to relevant bank borrowing amounted to US$6.2
million (as at 31 December 2018: US$5.0 million). In addition,
the Group did not have any other outstanding indebtedness,
banking facilities or any outstanding or authorized but unissued
debt securities, term loans, other borrowings or indebtedness
in the nature of borrowing, acceptance credits, hire purchase
commitments, mortgages and charges, contingent liabilities
or guarantees outstanding. Apart from the bank borrowings
mentioned above, the Group holds undrawn banking facilities
in Mainland China and Hong Kong respectively of RMBO.1
billion (equivalent to US$14.6 million) (as at 31 December
2018: RMBO.1 billion (equivalent to US$14.6 million)) and
US$8.8 million (as at 31 December 2018: US$10 million) in
Mainland China and Hong Kong respectively. Gearing ratio of
the Group, as calculated by dividing total bank borrowings by
total equity, was 5.7% (as at 31 December 2018: 4.8%).

Capital Commitments

For the six months ended 30 June 2019, the Group did
not have any contracted, but not provided for, capital
commitments (as at 31 December 2018: nil) or authorised but
not contracted for capital commitments (as at 31 December
2018: nil).

Significant Investment, Material Acquisition and Disposal
of Subsidiaries and Associated Companies

For the six months ended 30 June 2019, the Group had no
significant investment, material acquisition and disposal of
subsidiaries and associated companies.
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Contingent Liabilities

As at 30 June 2019, the Group did not have any significant
contingent liabilities.

Currency Risk and Management

The Group's sales are primarily made in Europe, in US
dollar-denominated transactions and the PRC, in RMB-
denominated transactions. Sales of CAM of the Group were
predominantly denominated in US dollars, sales of mPOS
devices were predominantly denominated in RMB while sales
of rapid verification system and software were predominantly
denominated in US dollars and RMB. The Group's costs of
production are predominantly denominated in RMB.

During the review period, the Group did not enter into any
foreign currency forward contracts or use any derivative
contracts to hedge against its currency exposure. The Group
manages its currency risk by closely monitoring the movement
of foreign currency rates and may consider hedging significant
foreign currency exposure should the need arise.

Employees and Remuneration Policy

As at 30 June 2019, the Group employed 274 employees (as
at 31 December 2018: 282 employees), of whom 247 were
based in Mainland China, 13 in Taiwan, 7 in Hong Kong and
7 in other countries around the world. The Group’ staff costs
(including salaries, bonus, social insurance, provident funds and
share incentive plan) amounted to USD7.0million in aggregate,
representing 39.7% of the total revenue of the Group.

The Group has entered into employment agreements with
all of its full-time employees. Certain senior management
and key research and development personnel have signed
confidentiality agreements and non-competition agreements
with the Group. Each senior executive officer has agreed
to hold, both during and after the effective period of his or
her employment agreement, in strict confidence and not
to use, except as required in the performance of his or her
employment duties, any confidential information, trade secrets
or know-how of the Group or the confidential information of
any third party received by the Group. Additionally, each senior
executive officer has agreed to be bound by non-competition
restrictions for a period of two years following the expiry of his
or her term of employment.
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The Group's success depends on its ability to attract, retain
and motivate qualified personnel. The Group is also dedicated
to the training and development of employees. Towards that
end, the Group leverages on the resources of its research
and development centre, research laboratories and project
management team to ensure that each employee maintains a
current skill-set through continuous training on topics ranging
from technologies, solutions and services to clients, markets
and the industry. The Group provides introductory training
and orientation for all new employees, as well as on-the-
job training to continuously improve employees’ technical,
professional and management skills.

OUTLOOK

Affected by the development trend of the industry, the
development of the Group’s traditional CAM and mPOS
business faces significant challenges. However, the Group
will continue to maintain its traditional businesses’ leading
advantages in the industry while transforming technology,
improving efficiency and controlling overall risks. In addition,
the Group will grasp the opportunities for the development of
the domestic integrated circuit industry and vigorously develop
the EDA business while expanding and strengthening the rapid
verification system and software business.

In respect of CAM business, the Group will focus on serving its
major customers in Europe and will cooperate with conditional
access providers to promote CAM products that do not require
smart cards. The Group will also recommend new Cl+ 2.0
products based on USB form to conditional access providers
to gain more market share. The Group will cooperate with
host manufacturers in emerging markets to jointly customize
products according to the needs of operators. The Group will
also promote USB-based products to emerging markets. The
Group will use the popularity of 4K content as a product entry
point in China, and develop several key operator customers
based on the deployed hosts.

In respect of mPOS business, as the supervision of mPOS
industry continues to be strict and operational risks increase,
the Group will strengthen risk management and control of
existing businesses and choose opportunities to develop certain
high gross margin products. The Group will choose customers
with reliable credits among existing customers to conduct
long-term cooperation and set stricter billing and payment
guarantee measures for new customer development.
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In respect of rapid verification system and software business,
the Group will increase its investment in research and
development to launch more powerful products, and will
strengthen cooperation with domestic research institutes and
key chip design companies in sales.

In respect of the EDA system business, the Group will continue
to increase investment in research and development, continue
to expand EDA system business, actively develop more EDA
technologies with independent intellectual property rights,
and achieve new revenue growth point through commercial
operations. In addition, the Group will comply with the
policy requirements of the country to vigorously promote the
development of integrated circuits, and for the shortcomings in
the domestic integrated circuit industry, the Group will actively
seek cooperation with or investment in outstanding companies
which have certain technical advantages in the software or
hardware, chip design, R&D and industrialization within the
industry and along industry chain and which can generate
synergies with the Group's businesses, to complement and
expand the Group’s existing technologies with the aim of laying
a more solid foundation for the Group's efforts to develop its
EDA system business.

In the face of the current complex business situation, the
Group will endeavor to advance in the future, diversifying its
business and broadening its revenue stream by leveraging
its leading position in the global pay-TV broadcasting access,
and vigorously develop EDA systems and rapid verification
systems and software business, and expanding its R&D efforts
in IC related technology and all-round applications through
strategic acquisitions. The Group is committed to becoming
the world’s leading semiconductor holding group. In the
future, the Group will continue to evaluate and seek target
technologies and companies which have investment value and
which can generate synergies with its businesses within the
industry and along the industry chain, with the aim of bringing
greater return to shareholders while expanding its business and
revenue streams.

2019 EiEEAE NS Interim Results Announcement 2019 BIfIZRR AR AT SMIT HOLDINGS LIMITED

31



32

EEERREAEE

REBEREEEARNERY  YEFLEAER -

RHIRE
SRefEERNEE T —AFENAZ+THIEAEABIRE T
FEHRE (BEZZT-N\FARA=TAHLEAEAR:T)-

BE HEIEEEALQFT LEHRESE

%Zi —NFERA=THIEREA - KRR KEA NS
aﬂﬁﬁﬁ‘ﬁgik@ﬁ A L &S -

PBRERE

REBARTARBEHMNENLRESSHAN  HEXREH
H > ARG EMRAFARTRN DR 25% N ARBRE -

BT EEERTR

ERNEIE:Z) E—XRNF=ZA=1H W ZXAFDEHR
J:ﬁ%ﬁﬁwﬁﬁ‘f'@ﬁﬁ%iﬁ’]ﬂ:iE/u#ﬁu&i%E./uiﬁiﬂﬁ_
¥ERTHD  EAEARSHMEESTA c RBEEZZ—AN
FXRNAZTHLEANER ARAR—HETOEEATRMEN
SRR - MESPRIMESTE A2.1 IERRAN ©

SIGNIFICANT EVENTS AFTER THE END OF
THE REVIEW PERIOD

There has been no significant events occurring after the end of
the review period up to the date of this announcement.

INTERIM DIVIDEND

The Board does not recommend any interim dividend for the
six months ended 30 June 2019 (six months ended 30 June
2018: Nil).

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

During the six months ended 30 June 2019, neither the
Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s listed securities.

PUBLIC FLOAT

Based on information that was publicly available to the
Company and to the best knowledge of the Board, as at the
date of this announcement, the Company maintained the
prescribed public float of no less than 25% under the Listing
Rules.

COMPLIANCE WITH CORPORATE
GOVERNANCE CODE

The Company has adopted the Corporate Governance Code
and Corporate Governance Report (the “CG Code”) contained
in Appendix 14 to the Listing Rules as its own code of
corporate governance since the listing of the Company's shares
on 30 March 2016. The Company has complied with the code
provisions of the CG Code set out therein except for the code
provision A.2.1 of the CG Code throughout the six months
ended 30 June 2019.
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Pursuant to CG Code provision A.2.1, the role(s) of chairman
and chief executive should be separated and should not be
performed by the same individual. As the duties of chairman
and chief executive of the Company are performed by Mr.
Huang Xueliang, the Company has deviated from the CG Code
provision A.2.1. The Board believes that it is necessary to vest
both of the roles of chairman and chief executive in Mr. Huang
Xueliang due to Mr. Huang Xueliang'’s extensive experience in
the industry, personal resume and Mr. Huang Xueliang's critical
role in the Group and the past development of the Group. The
Board believes the dual role arrangement provides strong and
consistent leadership and is critical for efficient planning and
management of the Group. As all major decisions are made
in consultation with the members of the Board, and there
are three independent non-executive Directors in the Board
offering independent perspectives, the Board is therefore of
the view that there are adequate safeguards in place to ensure
sufficient balance of powers within the Board. The Board
will also continue to review and monitor the practices of the
Company for the purpose of complying with the CG Code and
maintaining a high standard of corporate governance practices
of the Company.

COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS
OF LISTED COMPANIES

The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules as the code of conduct in
respect of transactions in securities of the Company by the
Directors. Having made specific enquiries with all the Directors,
the Company confirms that all the Directors have complied
with the required standard as set out in the Model Code during
the six months ended 30 June 2019.

REVIEW OF INTERIM RESULTS

The Audit Committee has reviewed the Group’s unaudited
condensed consolidated interim financial information for the
six months ended 30 June 2019. At the request of the Board,
the Company’s external auditor, PricewaterhouseCoopers, has
carried out a review of the unaudited condensed consolidated
interim financial information in accordance with Hong Kong
Standard on Review Engagement 2410 issued by the Hong
Kong Institute of Certified Public Accountants.
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PUBLICATION OF INTERIM RESULTS AND
INTERIM REPORT

The interim report of the Company will be dispatched to the
shareholders of the Company and published on the Hong Kong
Exchanges and Clearing Limited’s website (www.hkexnews.hk)
and the Company's website (www.smit.com.cn) for review in
due course.

By order of the Board
SMIT Holdings Limited
Huang Xueliang
Chairman

Hong Kong, 16 August 2019

As at the date of this announcement, the executive Directors are Mr. Huang
Xueliang (chairman and chief executive officer), Mr. Shuai Hongyu and Mr.
Loong, Manfred Man-tsun, the non-executive Directors are Mr. Kwan, Allan
Chung-yuen and Mr. Gao Songtao, and the independent non-executive
Directors are Mr. Zhang Junjie, Mr. Woo Kar Tung, Raymond and Mr. Jin
Yufeng.
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