P itk 38 59 R 45 P IR 2 7] R 2 i W 38 5 I R 4
A AR 28 19 I WS BB S P B S BN
N BERATTEER] - S W TEZ N - WAL 2 e 2 AT
1] 75 73 A7 25 I A B I o % S 1A 2 I 7 EHG AE A 18
KRG T AT

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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ANNUAL RESULTS ANNOUNCEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021
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The board of directors (the “Board”) of SMIT
Holdings Limited (the “Company” or “SMIT”)
hereby announces the consolidated results of the
Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31
December 2021 (the “Reporting Period”)
together with the comparative figures for the
corresponding period in 2020.
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Revenue
Cost of sales

Gross profit

Other gains, net
Other income

Research and development expenses
Selling and distribution expenses
General and administrative expenses

CONSOLIDATED INCOME STATEMENT

For the year ended 31 December 2021

Note

o AN

Net impairment losses on financial and

contract assets

Operating profit/(loss)

Finance (costs)/income, net

Share of net profits/(losses) of
investments accounted for using the

equity method

Profit/(loss) before income tax

Income tax credit

Profit/(loss) for the year

Profit/(loss) is attributable to:

Owners of the Company
Non-controlling interests

Earnings/(loss) per share attributable

to owners of the Company:

Basic earnings/(loss) per share

(USD per share)

Diluted earnings/(loss) per share

(USD per share)

BE+-RA=+t—-HLEFE

Year ended 31 December

—E-—F
2021
e
USD

36,252,359
(19,121,065)

i
2020
ESn
USD

37,789,781
(24,478,340)

17,131,294 13,311,441
12,406,073 3,729,132
29,465,525 16,194,650

(38,495,976)  (22,975,397)
(1,865,820) (1,626,552)

(10,888,625) (9,223,112)

(15,520) (86,391)
7,736,951 (676,229)
(1,010,169) 308,786
1,626,790 (4,587,420)
8,353,572 (4,954,863)
1,526,724 1,521,092
9,880,296 (3,433,771)
9,844,174 (3,707,652)
36,122 273,881
9,880,296 (3,433,771)
0.031 (0.012)
0.030 (0.012)




mEE2HERER

#E _FE T —FfTH=

ErEF (B1R)

HtzmEbzs (F8)
A FEE A E
18 @ 19 H H
[

A4 1 A RE 25 1 BRI
B M 025 A

E%ﬁﬁﬁf&ﬁwﬁﬁ
ARG 6 1 11 1 4
A%%&ﬁﬁﬁ@%
e 51 ik A5
JRRELAT: 8 WY 22 il 1%
186 [0 A BEE 0 fof A5

FRHEMZ2EKE
HBRBE

FRAZEKRELE

T IR
Z/NEE XS DN
AR ¥E I e 4

1 —H I

CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME
For the year ended 31 December 2021

BET-A=t—-HLEE

Year ended 31 December

Profit/(loss) for the year

Other comprehensive income/(loss):

Items that may be reclassified subsequently to
profit or loss

Translation differences

Share of translation differences of investments
accounted for using the equity method

Items that have been reclassified to profit or loss

Exchange reserve released upon deemed
disposal of an investment accounted
for using the equity method

Exchange reserve released upon deemed
disposal of a subsidiary

Other comprehensive income
for the year, net of tax

Total comprehensive income for the year

Attributable to:
Owners of the Company
Non-controlling interests

—E--F —ECEF
2021 2020

E E

USD USD
9880296 (3,433,771)
1,485,730 4,261,920
965,000 2,431,975

- (305,172)

- (27,900)

2,450,730 6,360,823
12,331,026 2,927,052
12,249,884 2,552,107
81,142 374,945
12,331,026 2,927,052
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ASSETS

Non-current assets

CONSOLIDATED

FINANCIAL POSITION
As at 31 December 2021

i3
Note

Property, plant and equipment

Right-of-use assets
Other intangible assets

Goodwill

Other receivables and prepayments 10

Investments accounted for using the

equity method

Financial assets at fair value through

profit or loss
Deferred income tax assets

Current assets

Inventories

Trade and other receivables and

prepayments
Contract assets
Income tax recoverable
Cash and cash equivalents

Total assets

10

STATEMENT OF

R+=—A=+—H

As at 31 December
—E-—-F —E-ERE
2021 2020
EV EVn
USD USD
14,876,320 14,755,055
2,471,727 488,623
38,825,484 32,669,145
6,733,411 6,579,443
5,053,931 1,493,975
79,914,954 69,176,985
25,049,366 11,679,240
6,712,200 5,055,497
179637393 141897963
5,755,183 5,232,836
27,708,698 38,277,316
- 320,684
127,779 317,791
18,799,131 46,482,190
52,390,791 90,630,817
232,028,184 232,528,780
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EQUITY AND LIABILITIES

Equity

Share capital

Share premium

Merger reserve

Share-based payment reserve
Statutory reserve

Retained earnings

Capital reserve

Exchange reserve

Capital and reserves attributable to
owners of the Company
Non-controlling interests

Total equity

Liabilities

Non-current liabilities
Lease liabilities
Other payable
Deferred income
Bank borrowings

Wit
Note

W+=B=+-H
As at 31 December

—E--& CZE_%E
2021 2020

En FETL

USD USD

6,407 6,390
101,618,383 101,642,531
(48,810,141)  (48.,810,141)
15,508,349 15,750,615
5,320,317 4,914,429
54,198,221 44,759,935
1,212,543 1,212,543
6,897,105 4,491,395
135,951,184 123,967,697
2,423,327 2,342,185
138374511 126,309,882
1,919,114 190,790

- 49,810
36,559,810 30,370,279
15,057,170 13,793,314
53,536,094 44,404,193
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Current liabilities
Trade payables
Accruals and other payables
Contract liabilities
Bank borrowings
Deferred income
Lease liabilities

Total liabilities

Total equity and liabilities

Wit
Note

11

W+=B=+-H
As at 31 December

e
2021 2020

e e

USD USD
1,246,139 2,671,291
8,160,780 6,595,711
10,427,440 5,574,074
13,331,870 24,356,268
6,299,117 22,106,575
652,233 510,786

L ATST9 61,814,705
93,653,673 106,218,898
232,028,184 232,528,780
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CONSOLIDATED
CHANGES IN EQUITY
For the year ended 31 December 2021

STATEMENT OF

KAEHEEARE
Attributable to owners of the Company
DY v
RERBN
Rx  RHEE SHRE OREE  AERE  E4ARE  ERXRE  REEA At FERER agn
Share-
based Non-
Share Share Merger payment  Statutory Capital ~ Exchange Retained controlling Total
capital premium reserve reserve reserve reserve reserve earnings Total interests equity
B FEx E e #1 e #1 Fi #r Fi #r
USD USD USD USD USD USD USD USD USD USD USD
REZFZEHE Balance at 1 January 2020
—HA—Hi& 6,364 101,505,767 (48,810,141) 16,105,925 4913464  1212,543  (1,768,364) 48,468,552 121,634,110 1,967,240 123,601,350
BZ-FC-FE  For the year ended 31
+ZA=1+-H December 2020
L5E
20 (B8)/W3#  Comprehensive (loss)/income
M (B HR) /B A] (Loss)/Profit for the year - - - - - - - (3707652) (3,707,652) 273881  (3.433,771)
50 % Translation differences - - - - - - 4,261,920 - 4261920 - 4261920
I e i Share of translation differences of
YN 20585 investments accounted for using
iR the equity method - - - - - - 2316952 - 2316952 115,023 2431975
TRBLIE A Exchange reserve released upon
Wi i A BRHY deemed disposal of an
REGHW investment accounted for using
I 55 B the equity method - - - - - - (91213 - (91213)  (13959) (305,172
TR B B A R Exchange reserve released upon
BB FIRME LG deemed disposal of a subsidiary - - - - - - (27,900) - (27,900) - (27,900)
ER2ERE,/  Total comprehensive income/
(BR) &% (loss) for the year - - - - - — 6259759 (3,707,652) 2,552,107 374945 2,927,052
BREANRS Transactions with owners
fEMELERME  Appropriation to statutory reserve - - - - 965 - - (965) - - -
TT{f M e Exercise of share options 2 544,923 - (355310) - - - - 189,639 - 189,639
ZEZFER] Dividend relating to 2019 paid in
KT =F— U June 2020
il s - (408,159) - - - - - - (408,159) - (408,159)
SEEEANRSE Transactions with owners,
EERERER  recognised directly in equity 2 136,764 ~ (355310) 965 - - (965)  (218,520) - (218,520
23 Balance at 31 December 2020
+ZB=1+-AH
ke 6,390 101,642,531  (48,810,141) 15,750,615 4,914,429 1,212,543 4491395 44,759,935 123,967,697 2,342,185 126,309,882
K Representing:
g Capital 6,390 - - - - - - - 6,390 - 6,390
it Reserves - 101,230,926  (48,810,141) 15,750,615 4914429 1212543 4491395 44,759,935 123,549,702 - 123,549,702
E3elidianl Non-controlling interests - - - - - - - - - 2342185 2342185
e S %3 2020 final dividend proposed
EHRAMBE - 411,605 - - - - - - 411,605 - 411,605
6,390 101,642,531 (48,810,141) 15,750,615 4914429 1212543 4491395 44,759,935 123,967,697 2,342,185 126,309,882
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Attributable to owners of the Company

MR A
REHBN
RE  ROEE AHRE  AREE  IERE E4RE  EXRE  REERA At FERER agn
Share-
based Non-
Share Share Merger payment  Statutory Capital  Exchange Retained controlling Total
capital  premium reserve reserve reserve reserve reserve earnings Total interests equity
E EA E £ E £ EI £ EI # A
USD USD USD USD USD USD USD USD USD USD USD
e —a Balance at 1 January 2021
—A— Bk 6,390 101,642,531 (48,810,141) 15,750,615 ~ 4914429  1212,543 4491395 44759935 123,967,697 2,342,185 126,309,882
BZ-Z--%  For the year ended 31
TZAZ+-H  December 2021
LERE
2ENE Comprehensive income
LN Profit for the year - - - - - - - 9844174 98344174 36,122 9,880,296
EREH Translation differences - - - - - - 1485730 - 1485730 - 1485730
GRS Share of translation differences of
NER#RE investments accounted for using
M5 2% the equity method - - - - - - 919,980 - 919,980 45,020 965,000
ER2EREBE  Total comprehensive income
for the year - - - - - - 2405710 9,844,174 12,249,884 81,142 12,331,026
BREANRS Transactions with owners
BMELERHME  Appropriation to statutory reserve - - - - 405,888 - ~ (405,889) - - -
Trifig e Exercise of share options 17 387457 - (242,266) - - - - 145,208 - 145,208
XA Dividend relating to 2020 paid in
REZFZEE June 2021
MBS ~ (411,605) - - - - - ~ (411,605) ~ (411,605)
HEBAHRS > Transactions with owners,
BERERER  recognised directly in equity 17 (24,148) —(242266) 405,888 - — (405,888)  (266,397) - (266,397)
RZB=-F Balance at 31 December 2021
+ZA=t-H
ik 6,407 101,618,383  (48,810,141) 15,508,349 5320317  1212,543 6,897,105  54,198221 135951,184 2423327 138,142,857
Ik Representing:
Bk Capital 6,407 - - - - - - - 6,407 - 6,407
it Reserves - 101,208,903  (48,810,141) 15,508,349 5320317  1212,543 6,897,105 54,198,221 135,535,297 - 135,535,297
FH S Non-controlling interests - - - - - - - - - 2423327 2423327
SR 2021 final dividend proposed
EREAMRE - 409480 - - - - - - 409480 ~ 409480

6,407 101,618,383  (48,810,141) 15,508,349 5320317  1212,543 6,897,105  54,198221 135951,184 2423327 138374511
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

1

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;

- provision of cloud services, including cloud
platform services and its related supporting

services; and

- provision of integrated circuit (“IC”)
solutions, including development and sales of

IC products and related design services.

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 (the “PRC”) is 22/F,
Guoshi Building, No. 1801, Sha He Xi Avenue,
Nanshan, PRC.

The Company is listed on the Main Board of The
Stock Exchange of Hong Kong Limited.

The consolidated financial statements are presented
in United States dollars (“USD”), unless otherwise
stated.
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HKFRS 16 (Amendment)
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The principal accounting policies applied in the
preparation of these consolidated financial
statements are set out below. These policies have
been consistently applied to all the years presented,

unless otherwise stated.

Basis of preparation

The consolidated financial statements of the Group
have been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRS”) and
disclosure requirements of the Hong Kong
Companies Ordinance Cap.622. The consolidated
financial statements have been prepared under the
historical cost convention, as modified by financial
assets at fair value through profit or loss, which are

carried at fair value.

The preparation of the consolidated financial
statements in conformity with HKFRS requires the
use of certain critical accounting estimates. It also
requires management to exercise its judgement in the

process of applying the Group’s accounting policies.

(a) Amended standards adopted by the Group

The Group has applied the following amended
standards for the first time for their annual

reporting period commencing 1 January 2021:

Covid-194H BH 1 4 7 i
Covid-19-Related Rent Concessions
1) e e B A — 5 RS B

it A QIS THE T s P 5 ok Y R R O W % A T T S ik

HHER S 1658 (BRTAS)
HKAS 39, HKFRS 4, HKFRS 7,
HKFRS 9 and HKFRS 16 (Amendments)

10

Interest Rate Benchmark Reform — Phase 2
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HKFRS 16 (Amendment)

1698 (&

FEEUCEHE (BRIA)

Annual Improvements Project
(Amendments)

T S R R AR 3R -
g w5 16 9E K A i
& RFHE R 5837598 (B RTAS)

HKFRS 3, HKAS 16 and
HKAS 37 (Amendments)

a1 5E (KRBT

AG 5 (Revised)

AR 15T (BT A

HKAS 1 (Amendment)

s S
HKFRS 17

HEHI| 551798

(b)

The adoption of these amended
standards did not have any impact on
the amounts recognised in prior periods
and are not expected to significantly

affect the current or future periods.

New and amended standards,
interpretation and accounting

guideline not yet adopted by the Group

The following new and amended
standards, interpretation and accounting
guideline have been issued but are not
effective for the financial year

beginning on 1 January 2021 and have

not been early adopted by the Group.

—E D —FAA=Z+THZEMN
Covid-19/H B #H 4 7L 9

Covid-19-Related Rent Concessions
beyond 30 June 2021

H ﬁﬂ%%’c’*ﬁ% R0 4 el (—
— N2 R T RAER)

Annual Improvements to HKFRSs
2018-2020

) [ R B RT

Narrow-scope Amendments

YRR E T RS
EER VN e

Revised Accounting Guideline 5 Merger

£ ] £ il 45 F 19

Accounting for Common Control
Combinations

A T B B R )

Classification of Liabilities as Current or
Non-current

B & %

Insurance Contracts

11

RTHBEHR
ZEBBEW
EREELEX
Effective for
accounting year
beginning on

or after

SE T FENA—H
1 April 2021
SEC AR

1 January 2022

S

1 January 2022

S R

1 January 2022

S

1 January 2023

—EF - =F—J—H
1 January 2023
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HAR)
HKFRS 17 (Amendment)
T B St (ZF 4

HK Int 5 (2020)

A s ar w e F A 1R M A i
15 i Y RIEDBS 0 25298
(BEFTA)

HKAS 1 and HKFRS Practice
Statement 2 (Amendments)
s g et 8L (BT A)

HKAS 8 (Amendment)

A g Ak e A28 1258 (f
)

HKAS 12 (Amendment)

A s A
A s G i 5
)

HKFRS 10 and HKAS 28

(Amendments)

HEHIEF 1055 M
F285% (1B5T
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Amendments to HKFRS 17

TR R SHE (T F R 4F) BF
R B R — i RN A ] B e
SRAE R R ﬁ%ﬁﬁ%ﬁﬁ’ﬂ"%ﬁ (%
WA RS (X _F4))

Hong Kong Interpretation 5 (2020)
Presentation of Financial Statements
— Classification by the Borrower of a
Term Loan that Contains a Repayment
on Demand Clause (HK Int 5 (2020))

Gt BUR 8

Disclosure of Accounting Policies

Rt R 2 %
Definition of Accounting Estimates
— X EANEE L ARARN

0 S 3 H

Deferred tax related to assets and
liabilities arising from a single
transaction

P& E RHB s AR S S E A W

Sale or Contribution of Assets between
an Investor and its Associate or Joint

Venture

RT3 B8R
2R\
BFELEX
Effective for
accounting year
beginning on

or after

—HF=F—-H—H

1 January 2023
SEC=gEAH

1 January 2023

.

1 January 2023

S
1 January 2023

X - =#—H—H

1 January 2023

A-TL\H\'

To be determined

The Group will adopt the new and

12

amended standards, interpretation and
accounting guideline when they
become effective. The Group has
already commenced an assessment of
the related impact of adopting the
above new and amended standards,
interpretation and accounting guideline,
none of which is expected to have a
significant effect on the consolidated

financial statements of the Group.
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SEGMENT INFORMATION

Management has determined the operating segments
based on the information reviewed by the CODM
that are used to make strategic decisions. The
CODM is identified as the Executive Directors of
the Company.

During the year ended 31 December 2021, the
CODM (i) assessed the performance of the Group by
reviewing the results of four reportable segments
(CAM, rapid verification systems and software,
cloud services and IC solutions), and (ii) assessed
the performance of the operating segments based on
a measure of segment results, including adjusted
profit/(loss) before tax of the relevant operating
segments, which is different from the segment
results composition in the prior year ended 31
December 2020, 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 and presentation.

Management has identified the following four
reportable segments based on the Group’s business

model:

CAM - 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 systems and software —
development and sales of rapid hardware-based

verification systems and software.

Cloud services — provision of cloud services,
including cloud platform services and its related

supporting services.
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IC solutions — research, development and sales of IC

products and related design services.

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 profit/(loss)
before tax 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 and unallocated income and
expenses are not included in the result for each
operating segment that is reviewed by the Group’s
CODM.

Segment assets consist primarily of goodwill, other
intangible assets, investments accounted for using
the equity method, financial assets at fair value
through profit or loss, inventories, and trade and
other receivables, contract assets and prepayments
but exclude deferred income tax assets, property,
plant and equipment, right-of-use assets, income tax
recoverable, cash and cash equivalents and corporate

and unallocated assets.

Information relating to segment liabilities is not
disclosed as such information is not regularly
reported to the CODM.



T = 7 A PSRN A 3t 11 H A Y wH R Tk B
AN TR A B IR DL AR TR T A 2 e

BIZZ-ZF = —% 1 = For the year ended

B=t+—-L&FE 31 December 2021
73 R U £ Segment revenue
Hh Rk A External revenue
Wi i i R I ] Timing of revenue
recognition
TE B — 157 Bh e 5 At a point in time
it — B IR W] e 3R Over time

e

Segment results

BZ_-ZF-Z %1 = For the year ended

B=1+—L&EE 31 December 2020
i & Segment revenue
AR IR A External revenue
WAL i e R I ] Timing of revenue

recognition
TE M — 157 B e 5 At a point in time
i — B Iy [H] il w2 Over time

R EAE (% E 1) Segment results (as restated)

RZZ2Z—% 1= A8 As at 31 December 2021
=+—H

O3 Segment assets

MRZZEZZFHF+ = A As at 31 December 2020
=+—H
47 R A

Segment assets

Other information provided to the CODM is
measured in a manner consistent with that as
adopted for the consolidated statement of financial

position contained herein.

REF RGEHENHG ERBE MRFR k]
Rapid
verification
systems and Cloud IC
CAM software services solutions Total
En En En Eyn En
USD USD USD USD USD
21,101,619 - 4,027,454 11,123,286 36,252,359
21,101,619 - - - 21,101,619
- - 4,027,454 11,123,286 15,150,740
21,101,619 - 4,027,454 11,123,286 36,252,359
5,376,676 789,730 415,090 12,201,306 18,782,802
23,488,870 - 2,834,122 11,466,789 37,789,781
23,488,870 - - 6,365,021 29,853,891
- - 2,834,122 5,101,768 7,935,890
23,488,870 - 2,834,122 11,466,789 37,789,781
5,654,224 7,499,068 291,152 (7,406,597) 6,037,847
14,517,487 52,963,853 1,439,159 99,741,201 168,661,700
16,076,752 51,189,856 3,241,343 80,203,293 150,711,244
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A reconciliation of reportable segment results to

profit/(loss) before income tax and reportable

segment assets to total assets is provided as follows:

Reporting segment results
Corporate and unallocated expenses, net
Finance income

Finance costs

Profit/(loss) before income tax

Reportable segment assets
Deferred income tax assets
Property, plant and equipment
Right-of-use assets

Income tax recoverable

Cash and cash equivalents

Corporate and unallocated assets

Total assets per consolidated statement of

financial position
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BE+ZA=1+—RHLEE
Year ended 31 December

—F- - —EBEF
2021 2020

B B

USD USD
(&)

(As restated)

18,782,802 6,037,847
(9,419,061) (11,301,496)
276,234 522,096
(1,286,403) (213,310)
8,353,572 (4,954,863)

R+=HA=+—H
As at 31 December

—g=-% —g-%%
2021 2020

B B

USD USD
168,661,700 150,711,244
6,712,200 5,055,497
14,876,320 14,755,055
2,471,727 488,623
127,779 317,791
18,799,131 46,482,190
20,379,327 14,718,380
232,028,184 232,528,780
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4 OTHER INCOME AND OTHER GAINS, NET

the year are as follows:

Other income and other gains, net recognised during

BZ+-A=1t—RHLEE
Year ended 31 December

= =
2021 2020
FIT F T
USD USD
Other income
Government grants 29,445,286 16,190,149
Others 20,239 4,501
29,465,525 16,194,650
Other gains, net
Exchange loss, net (270,535) (716,490)
Gain on deemed disposal of a subsidiary - 157,771
Gains on deemed disposals of associates
(Note 12) 886,484 5,777,586
Forfeiture of other payable to an associate
- 1,528,884
Net fair value gains/(losses) on financial
assets at fair value through profit or loss
11,790,670 (3,018,619)
Others (546) -
12,406,073 3,729,132
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BEEE X 5 EXPENSES BY NATURE

AT ERA] - (W8 ] ~ T8E X Expenses included “cost of sales”, “research and
B ST T — M MATEBE S | B T &/ & &) & development expenses”, “selling and distribution
EZBETER]SFWE expenses”, “general and administrative expenses”

and “net impairment losses on financial and contract

assets” are analysed as follows:

BE+-A=t—BLEE

Year ended 31 December

—F--F =
2021 2020
e Fr
USD USD
A% T T < Auditors’ remuneration
— A% B S — Audit services 509,872 487,641
— IF A% BRI — Non-audit services 27,578 26,260
& B 45 | B 3 (6145 % M 4) Employee benefits expenses (including
directors’ emoluments) 24,484,733 14,467,200
A B RAR Cost of inventories sold 13,846,619 20,300,793
£ AR 78 B TR IC testing fee 11,078,670 8,564,083
HoAth ST 5 E i Amortisation of other intangible assets 4,466,367 607,652
ERN N R Depreciation of property, plant and equipment 4,412,576 2,507,805
A FH 5 A B B S Expenses relating to short-term leases 2,325,160 1,966,373
/NS N /N 9 Office supplies and utilities 1,796,835 1,132,442
o &R Travelling and entertainment expenses 1,843,208 1,312,068
A NEEEF Legal and professional fees 1,293,477 1,131,383
] W 75 > W] S AN I 5 RT # S B License fee and technical supporting fee paid
iy 32 F5 2 to an associate 1,239,465 868,143
] 4 1 7 R RS A Other research and development cost paid to
ST A 1 L Ath A 3 B AR IC design service companies 123,436 590,074
] 2 A S AT I A F 88 LA Other research and development cost paid to
universities 799,350 1,575,404
Rr R RE S & Royalty expenses 748,554 892,660
i EEITE Depreciation of right-of-use assets 558,277 420,107
JEE 45 A Advertising costs 406,679 264,618
oAt B I8 Other taxes 81,977 175,128
B 5 ME MR TE I 4 B Provision for impairment of trade receivables
Rk L] and contract assets 15,520 86,391
HEYE - WE XM Loss on disposals of property, plant and
equipment 18,946 48,779
Hh B LAt M TR ¥ E s 1R Loss on disposals of other intangible assets - 35,060
FEWME (B ) Bl (Reversal of provision for)/provision for
impairment of inventories (156,460) 10,846
HoAts Others 466,167 918,882
FHEE A - WFEEBH SZ ~ 858 & Total cost of sales, research and development
S EHBH S~ — M MATELBH 3 expenses, selling and distribution expenses,
DL I Gl ) & #1672 W{H general and administrative expenses and net
T3 s 15 48R impairment losses on financial and contract
assets 70,387,006 58,389,792

18
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BE (RAK) WA FEE 6 FINANCE (COSTS)/INCOME, NET
BE+-ZA=+—HLEE
Year ended 31 December
—E-—F —E-FHF
2021 2020
e e
USD USD
BE WA Finance income
SRATAE 3 FLE A Interest income on bank deposits 276234 522,096
& R A Finance costs
GENER=RT RIS a Interest expense on lease liabilities (52,509) (28,050)
SRAT A B IS B S Interest expense on bank borrowings (1,233,894) (185,260)
il AR Finance costs _(1,286,403)  (213,310)
mE (RA) WA - FHE Finance (costs)/income, net (1,010,169) 308,786

FriEHiiEsR

A R B AL R I A8 07 A e — [T B S A W) B b
T 1 — T B 7 ) 2 v A B RS M B R
A A SE AR B R B Y R R A 2 -
GCHBHYAER - F_RFE R R
M A= A 5% s ik 3Bl (¥R BH)
EHEER ((SHEMEXEERE) - &KE_F
T EFT A= HIEEE s SEEEAER
ol Yas A8 0 A EPT AR BEBL R 2515% (ZF =%
A1 15%) e
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INCOME TAX CREDIT

A subsidiary and an associate of the Group
established in the Shenzhen Special Economic Zone
and Shanghai, respectively have obtained from the
respective in-charge tax authorities in the PRC as a
High/New Technology Enterprises as defined under
the New Enterprise Income Tax Law. Such entities
are entitled to a reduced preferential enterprise
income tax (“EIT”) rate at 15% (“HNTE
Preferential Tax Rate”) for a 3-year period from
2020 to 2022. An EIT tax rate at 15% (2020: 15%)
was applied to the assessable profit of these entities
for the year ended 31 December 2021.



W oEFE - NFZHA_+—H > FH Lk gmm
QOITAEBLE (BFT) CGETHE) Bl &%) » 5] AW
1 ) A5 B 2R B o AU ) R — )\ = A
T NH A A AR H T o AR A
FIAF B0 B > A &k B S 1Y 172,000,0009 JC it
) 5 58.25% 19 Bl 2R BBL - 1M & #82,000,000% 7T
14 Yk ) 1% $216.5% 0 B S BB o 28 B0 AN 7 s A 45
B AR S IF A5 9 5 il ) 45 B %6 ol 52 %) B %) s ) A
M L 16.5% M 58— BL R ROBL o W SR A4S B R
il B =& — AR — H — H 32 & B R 1 AR
FECE A — e NI E A ERER - 2
CECAEF A=+ HIREE > FB SR
E AR PR G T E SR BV A 4% 16.5% (—F T4
16.5%) [l 3R 5T HE 44 o 55 41 i A 00 Bl I8 T 4R 95
A% (B 46 T TE B R W BLAT IR )~ 3 R ROHE R AR
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On 21 March 2018, the Hong Kong Legislative
Council passed “The Inland Revenue (Amendment)
(No. 7) Bill 2017” which introduces the two-tiered
profits tax rates regime. The Bill became law on 28
March 2018 and was gazetted on the following day.
Under the two-tiered profits tax rates regime, the
first HK$2,000,000 of profits of qualifying entities
will be taxed at 8.25% whereas profits above
HK$2,000,000 will be taxed at 16.5%. The profits of
entities that are subject to Hong Kong profits tax but
not qualified for the two-tiered profits tax rates
regime will continue to be taxed at a flat rate of
16.5%. The two-tiered profits tax rates regime is
applicable to a nominated qualifying entity of a
group for its annual reporting periods beginning on
or after 1 January 2018. For the year ended 31
December 2021, Hong Kong profits tax has been
provided at the rate of 16.5% (2020: 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.



BE+-—A=+t—RHLEE

Year ended 31 December

—E-— —EEE
2021 2020
e e
USD USD
BIEA P8 8 Current income tax
— WA AN — Under-provision in prior years - 11,295
BB Deferred income tax
— AR — Current year (1,573,815) (1,792,875)
— RS ATC MERRIE AL — Derecognition of deferred income tax
JIT A5 B assets previously recognised 47,091 260,488
______ (1,526,724) (1,532,387)
FiEHiE R Income tax credit (1,526,724) (1,521,092)
BRERN (F#E) 8 EARNINGS/(LOSS) PER SHARE
a) - 9N a) Basic

AR F e 1) 4 A 2wl A A
it A 4 1 i P Ol 480 B L2 AT 0 ik
9 o0 B - 24 BT B -

Basic earnings/(loss) per share are calculated
by dividing the profit/(loss) of the Group
attributable to owners of the Company by the
weighted average number of ordinary shares

in issue.

BZ+-A=1t—RHLEE
Year ended 31 December

—B--F —E-FF
2021 2020
AN EHEA NG A, Profit/(loss) attributable to owners of the
(F548) (£70) Company (USD) 9,844,174 (3,707,652)
CEEAT S A M HES Weighted average number of ordinary
g shares in issue 319,854,085 318,771,496
g EARRF, (EH) Basic earnings/(loss) per share (USD)
(3%70) 0.031 (0.012)

21



b)

BE

T i 2 R (s 18) A o o B 9 AT 7 Ab
1 5 28 e A ST 38 B DU A AT BE R
A7 0 20 1) L I AR A T RS ok
S BERE T 55 > I Bt I O MR AT O IR B 2 8%
AT 0 Jse 43 B E 0B AT 4 3P (E (152 A0 B4R
B P T AE REE) BT RO BE > BT A
TR 9 T 75 35 T A8 A e 9% A7 ) B0 S
I o [RIT 2 AR A 0845 58 47 BB BB ik A
7 BT X A B o B > DARE B A
WE A () -

b)

Diluted

Diluted earnings/(loss) per share are
calculated by adjusting the weighted average
number of ordinary shares outstanding to
assume conversion of all potential dilutive
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 earnings/

(loss) per share.

BE+t-ZA=1tT—-HLEE

Year ended 31 December

—E—-— —E-EHF
2021 2020

AL FEHEA NEILBEF] Profit/(loss) attributable to owners of the

(B518) (3£70) Company (USD) 9,844,174 (3,707,652)
OB 47 3 28 A i e Weighted average number of ordinary

Rk shares in issue 319,854,085 318,771,496
i I HEE AR R () Adjustments for share options (Note) 3,202,828 -
FRA 155 4 e W 2 R Adjusted weighted average number of

(B 18) AR E%8 lt ordinary shares for diluted earnings/

I 5 (loss) per share . 323,056013 . 318,771,496
5 4 v 2 R (ks 48D Diluted earnings/(loss) per share (USD)

(3%70) 0.030 (0.012)
BtaE - Note:

PR R FFE A = HIEERE
PR BT A TR 2 R L S v AR >
S A FBCHEE A o e
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No adjustments for share options were made
for the year ended 31 December 2020 since
all potential ordinary shares were
anti-dilutive.



DIVIDENDS

BE+t-ZA=1T—-HLEE

Year ended 31 December

—E=-—F —EB-EF
2021 2020
e En
USD USD
$5E VR A W LS B 60.01# € Proposed final dividend of HK$0.01
(FH % 14 #70.001 3 7T) (equivalent to approximately USD0.001)
(ZF R 0.01H T (2020: HK$0.01 (equivalent to
(FH %5 12 #10.001 2 7T) ) approximately USD0.001)) per share 409,480 411,605

BE - Z-ZFE+A=+—HILFEEHRKNK
B 5411,60535 70 (5 50.013 5T (A5 iR £90.001 3
JL)) 0 BA ZEF T A (SR AR
408,1593 Jo (4 B0.01¥5 JC (FH %5 A £70.001 3
o)) cWMEE -+ A =1 —HILEE
() AR W B B A 0.0 1% JC (A %5 7% £90.001 3
JG) o BEE HBEE £5409,48055 IC o A iR AR A A BRI
A B B R AR R P R o R R OR A S
2 By das A8 A3 UR o N i —F —— 4+ A
=t — H A BT R ER P R W A AT R, o
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The final dividend for the year ended 31 December
2020 amounted to USD411,605 (HKS$0.01
(equivalent to approximately USDO0.001) per share)
(2020: USD408,159 (HKS$0.01 (equivalent to
approximately USDO0.001) per share)) was paid in
2021. A final dividend in respect of the year ended
31 December 2021 of HK$0.01 (equivalent to
approximately USDO0.001) per share, amounted to a
total dividend of USD409,480 will be proposed at
the upcoming annual general meeting of the
Company. This proposed final dividend is expected
to be an appropriation from share premium and is
not reflected as a dividend payable in the
consolidated financial statements as at 31 December
2021.



10 BEREMERSE . SYESERENZE 10 TRADE AND OTHER RECEIVABLES,
CONTRACT ASSETS AND PREPAYMENTS

R+=—A=+—H
As at 31 December
—B--F —E-FF
2021 2020
Mt aE FET En
Note USD USD
FEUS SRS =5 9 & &) 3 H Trade receivables from third parties (a) 5,808,980 6,105,631
JRE WAL 5 /A W I B 55 3K I Trade receivables from associates (a) - 699,181
GRIVERE Contract assets - 322,940
W B 5 B URIE K Less: Provision for impairment of trade
G KB E WA receivables and contract assets (2,117,306) (2,048,048)
E 5 EN R S A #) &% Trade receivables and contract
—FH assets — net 3,691,674 5,079,704
TEAT 28 =5 9 R Prepayments to third parties (b) 13,905,595 8,562,281
A BR W 5 ) R Prepayment to a related party (c) 15,057 25,748
TEAS W 7 A W) B RO Prepayment to an associate (c) 1,168,499 1,977,043
JE W 2 45 Notes receivable 48,508 62,953
5 =7 ¥R K H A Deposits and other receivables from
JARE AL R T third parties (b) 13,120,718 23,769,492
A Wy e 4 B HAh Deposit and other receivables from
JARE WAL R T related parties (c) 812,578 614,754
32,762,629 40,091,975
B I BB Less: Non-current portion (5,053,931) (1,493,975)
27,708,698 38,598,000

24



M it

(a)

(b)

B 5 RE WA

BEEF L ET A RN
H 10 B o) ME WK I AR 70 AT A

Note:

(a)

Trade receivables

As at 31 December 2021, the ageing analysis
of the trade receivables based on invoice date

is as follows:

30K LAY Within 30 days
31 860K 31 to 60 days
61F90K 61 to 90 days
91 £ 180K 91 to 180 days
1818365k 181 to 365 days
365K Over 365 days

R+=A=+-—H

As at 31 December
—EZ—F —EZEF
2021 2020
B B
USD USD
3,574,196 2,354,729
7,591 1,369,524
44,898 85,791
51,120 781,216
14,689 87,788
2,116,486 2,125,764
5,808,980 6,804,812

WoE A=+ —H HMNE =
J5 0 3K TE L A B A R s R T RS
() T8 A5 IR B N A< 8,448,638 8 (& &
A0 7,711,461320) > T Ho A BE UL EE = J7 1
O AL B R R TE B A B I
7B #E N R %52,325,3000T (4 28 7
8,206,989FE T) (& —F4F : NRW
122,039,3007C (FH557418,703,6283%75) ) °
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(b)

As at 31 December 2021, prepayments to
third parties include prepaid service costs in
relation to the IC solutions business of
USD8,448,638 (2020: USD7,711,461) while
other receivables from third parties include
receivable from Shenzhen Municipal
Government of RMB52,325,300 (equivalent
to USD8,206,989) (2020: RMB122,039,300
(equivalent to USD18,703,628)) in relation to
the national science and technology project.



() MoEFE -+ _H=+—H > Z%KHE

fELAFIEH ¢
1] B W 75 S A El"] i 4 Deposit to a related party
JARE ke I Bt 7 K Receivable from a related party
oA M 7 4% Deposit and other receivables

T At R i 3 IE from related parties

e A ?)\ H Prepayment to a related party
A U 7 2 R RIE Prepayment to an associate

(i) RZAKIEEE ) B T SO RO A R

(i)

(iii)

(iv)

BN R MEFHE -

JE W I e D7 Sk T ) S T (L B % P
EAR A > 30 T2 B LA R Tu Rt E - RE U
B 7 s VA 2y A G R R AR R

,fr'—»‘lln

1=

o

SIE
M

5% AR TE A8 ) B B O S AT R DN R
FHE R FH 4 FE AT 3K -

R TR T
FESEE

25 7 By 3 T
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(c)

As at 31 December 2021,

the amounts

represent the following items:

Kt it
Note

(i)

(iii)
(iv)

@

(i)

(iii)

(iv)

BR+=—A=+—H

As at 31 December
—E-—F e 3
2021 2020
FEr B
USD USD
747,580 541,141
64,998 73,613
812,578 614,754
15,057 25,748
1,168,499 1,977,043

The amount represents rental deposit
paid to a related party denominated in
RMB.

The carrying amount of amount due
from a related party approximates its
fair values and is mainly denominated
in USD. The amount due from a related
party is unsecured, non-interest bearing

and repayable on demand.

The amount represents rental prepayment
made to a related party denominated in
RMB.

The amount represents prepaid license
fee and technical supporting fee to an

associate.
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B 5 EARE

BoECET A= H o ERBEEE R
B 5 AT S E MR 0 A n R

30K A Less than 30 days
31FE90K 31 to 90 days
91F 180K 91 to 180 days
18142365k 181 to 365 days
365K Over 365 days
BEHEBE AR W

EFEFTH S LEERE TR AR A
(TEEBER,]) war T B EH T & ek
1% # [\ & b R OE B A 3 A R720,000,000
JG (FHE A #93,129,0009 50) » it —F . —44 1+ H
TE A8 5 58 LA > A R b i TR i HE R
34.94%8 Y £27.95% o tAF B AR E R E
R P RE B A Y I 25886,484 K T E M A H 45 S
Wi % 2% RS o

A FE RN > b B O O R A
MR ([BESLEE]) B T EEFT L E
Gk BEEEMEBHELS LBEFESIL AR
522,911,0007C (#H % 1% #976,221,0003 J6) ° i —
T FAE N HEERL G 56 AR » A5 B B
A B 1 49.19%6k D %£29.75% © LR B A
A5 [H] i JEVAT O b i 0 RO RE A AR IR £ 5,472,4143F
JCIN AR [ 47 A i o 25 P WERR > S At A T
W g ERR I9305,172E 0 O EAT A B 2 H 4 o

27

11

12

TRADE PAYABLES

As at 31 December 2021, the ageing analysis of the
trade payables based on invoice date is as follows:

R+=—A=+—H

As at 31 December
—E-—F —E-FF
2021 2020
B B
USD USD
972,356 2,178,924
12,306 420,723
19,502 543
72,642 2,151
169,333 68,950
1,246,139 2,671,291

GAINS ON DEEMED DISPOSALS
ASSOCIATES

OF

In October 2021, Shanghai Qingge Digital
Technology Co., Ltd. (“Shanghai Qingge”) entered
into a capital injection agreement with certain
independent investors who agreed to contribute a
total of RMB20,000,000 (equivalent to
approximately USD3,129,000) into Shanghai
Qingge. Upon the completion of the transaction in
October 2021, the Group’s equity interest in
Shanghai Qingge decreased from 34.94% to 27.95%.
An amount of USD886,484 resulting from gain on
deemed disposal of the Group’s equity interest in
Shanghai Qingge was recognised in the consolidated
income statement of the Group.

In August 2020, S2C Limited (“S2C Shanghai”)
entered into a capital injection agreement with
certain independent investors which agreed to
contribute a total of RMB522,911,000 (equivalent to
approximately USD76,221,000) into S2C Shanghai.
Upon the completion of the transaction in August
2020, the Group’s equity interest in S2C Shanghai
decreased from 49.19% to 29.75%. An amount of
USDS5,472,414 resulting from gain on deemed
disposal of the Group’s equity interest in S2C
Shanghai was recognised in the consolidated income
statement of the Group and an amount of
USD305,172 previously recognised in other
comprehensive income was reclassified to profit or
loss.
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EVENTS AFTER REPORTING PERIOD

Adjustment of the EDA Business Strategy

In March 2022, the Board has resolved to
formulate a plan to scale down and cease the
research and development of electronic design
automation (“EDA”) products (the “EDA

Business”) when appropriate.

After scaling down of the business, the Group
will continue to participate in the EDA

industry through existing equity investments.

Uncertainty arose from the military activity

in UKkraine

In response to the military activity in Ukraine
that began in February 2022, the European
Union, the United States of America, the
United Kingdom and certain other countries
imposed sanctions that affect commercial

relations with businesses in Russia.

Out of the Group’s revenue of US$36 million
for the year ended 31 December 2021,
approximately US$4 million was generated
from end customers in Russia, accounting for

approximately 12% of the revenue.

Up to the date on which these consolidated
financial statements were authorised for issue,
the Group is still in the process of assessing
the potential impacts on the sales performance
as well as recoverable amounts of the assets
of the relevant CGU in 2022. This is a
complex and rapidly developing situation that
management is monitoring closely to ensure
the Group fully complies with all sanctions
and other laws that are applicable to its

business.
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Outbreak of epidemic of Coronavirus
Disease 2019 (the “COVID-19 outbreak™)

In early 2022, reported COVID-19 infections
remained to be high around the world as the
Omicron variant remains to dominate new
cases around the world. In the PRC,
temporary lock down policy has been imposed
in certain areas and has affected business and

economic activities.

The Group will pay close attention to the
development of the COVID-19 outbreak and
evaluate its impact on the financial position
and operating results of the Group. As at the
date on which this set of financial statements
were authorised for issue, the Group was not
aware of any material adverse effects on the
financial statements as a result of the
COVID-19 outbreak.
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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 obtained approval to undertake the
national key 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. In order
to verify this special research and development, we
specially penetrated into the semi-conductor IC
smart technology business, gradually develop into
the two main new business lines of cloud service

and integrated circuit (“IC”) solutions.

CAM

For the year ended 31 December 2021, the Group
recorded revenue of approximately USD21.1
million from CAM, around 10.2% less than last
year, and accounted for around 58.3% of the
Group’s total revenue. The European market
(excluding Russia) remained the largest market for
the Group’s CAM sales business, and made up
around 58.0% of total CAM sales, which was
approximately 10.5% less than the previous year.
The share of revenue from Russia accounts for
about 19.9% of CAM’s total sales, which decreases
about 11.3% year on year. Other emerging markets,
accounted for approximately 9.9% of the Group’s
total CAM sales, reported a year-on-year decrease
of around 19.9%. The Mainland China market
contributed approximately 12.2% of the Group’s
total CAM sales, representing an increase of around

12.4% year-on-year.
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The year-on-year decrease in sales to the European
region, the largest market for CAM products, was
mainly due to the reduction in annual purchases of
operator customers in Northern Europe and Western
Europe as they tightened inventory control amid the
ongoing COVID-19 pandemic, and the slow order
placement by major customers in Eastern Europe.
The year-on-year decrease in sales to Russia was
mainly due to the slight decrease in orders from
major customers as compared to 2020, but a key
customer in Russia remained as the largest operator
customer of the Group. Sales to emerging markets
decreased year-on-year, mainly due to the
combined effect of (i) a significant decline in
demand for CAMs from regional operators in
Central Asia as affected by business conditions; (ii)
a decrease in CAM purchase orders from the more
price-sensitive African market due to big price cuts
of set-top boxes; and (iii) a year-on-year increase
in sales to the Indian market due to the fulfillment
of CAM bulk orders in the first half of the year.
Following the recovery of demand for Pro-CAMs
the sales of Pro-CAMs
increased by 13.4% year-on-year.

in domestic market,

On the whole, the massive outbreaks of the
COVID-19 pandemic in the second and fourth
quarters of the year reduced market opportunities
for operators to develop new customers and the
Group’s operator customers became more cautious
about end-user demand, resulting in an overall
decrease in demand for CAM products. In the face
of the persistent pandemic, tight supply chains and
slowed logistics, the Group maintained active
communication with key customers to ensure
smooth progress of project cooperation and timely
production and delivery of orders. In Europe,
orders from six key carrier customers increased
steadily, with orders from carriers in Turkey and
India. In addition, the plans with partners and
operator customers for new hardware platform
products were completed on schedule in the year,
and the new platform products are expected to
bring incremental revenue to the Group since 2022.
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Cloud Services

The Group started to engage in the business of
verification cloud services on efficient design in
2020. The existing cloud services business mainly
provides remote verification services of calculation
capability to customers through the centralized
deployment of front-end verification tools for

integrated circuit design.

For the year ended 31 December 2021, revenue
from the Group’s cloud services was approximately
USDA4.0 million, representing approximately 11.0%
of the total revenue, representing an increase of
around 42.9% year-on-year.

IC Solutions

During the year, the Group’s independent and joint
R&D projects in relation to chip design underwent
acceptance procedures and met all key technical
indicators, which indicated that the Group achieved
certain results in academic accumulation and
cultivation of high-end talent with its overall R&D
capabilities further enhanced. The Group also
actively participated in major industry exhibitions
and co-organized international academic seminars
on integrated circuit (IC) design with industry
bodies and renowned universities to enhance
exchanges in the field of chip design research. In
addition, the Group has made fruitful investments
in the industry and has been actively expanding its
presence in the Greater Bay Area, promoting
in-depth industry-academia-research cooperation in
Shenzhen and Hong Kong and accelerating the

marketization of relevant products.

For the year ended 31 December 2021, revenue
from the Group’s IC solutions was approximately
USDI11.1 million, representing approximately
30.7%

development expenses were approximately

of the total revenue. Research and

USD35.7 million, representing approximately
98.5% of the total revenue.
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FINANCIAL REVIEW
Revenue

For the year ended 31 December 2021, the Group
generated revenue of USD36.2 million,
representing a decrease of around 4.2% compared
with 2020. The slight decrease in revenue is mainly
attributable to reduced sales of CAM. The
following table shows revenue breakdown by
business segments:

BE+t-A=1+T—-BLEE

Year ended 31 December

—B-—F —EB-%F
2021 2020

=N %  HHEFEIL % SEEIHSL
USD million % USD million %  Change in %
HEFR CAM 21.1 58.3 23.5 62.2 -10.2%
= R B Cloud services 4.0 11.0 2.8 7.5 42.9%
ALY TS IC solutions 11.1 30.7 11.5 30.3 -3.5%
36.2 100 37.8 100 -4.2%

EFNREEFRR Gross Profit and Gross Profit Margin
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Gross profit amounted to USD17.1 million for the
year ended 31 December 2021,
increase of 28.7% compared with 2020 mainly due

representing an

to change in sales combination. Gross profit margin
increased by 12.1% year-on-year to 47.3%, which
was mainly attributable to higher gross profit
margin from IC solution business.

Other Income

Other income mainly include government grants
on the Group’s research and development
expenditures. For the year ended 31 December
2021, other income were USD29.4 million,
increased by 81.9% compared with 2020, which
was mainly due to the increase of current year’s
research and development expenditures resulting
in an increase of the recognized government
grants.
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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 year ended
31 December 2021, research and development
expenses grew from USD23.0 million to USD38.5
million, mainly due to increased headcounts led to
higher remuneration and bonus of the IC smart
technology research and development projects, and

the corresponding rental and office expense.

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.
For the year ended 31 December 2021, sales and
distribution expenses were USD1.9 million,
increased by 14.7% compared with 2020, which
was mainly attributable to increased remuneration,

bonus and marketing expenditure.

General and Administrative Expenses

General and administrative expenses mainly include
salaries and benefits of management, administrative
and finance staff, professional service fees, rental
and office expenses, provision for impairment of
trade receivables, and travel and entertainment. For
the year ended 31 December 2021, general and
administrative expenses amounted to USD10.9
million, representing an increase of 18.1%
compared to 2020. The increase was mainly

attributable to increased remuneration and bonus.
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Income Tax Credit

Income tax credit mainly consists of deferred
income tax credit on tax losses of certain
loss-making subsidiaries in the PRC and Hong
Kong. Income tax credit for the year ended 31
December 2021 is USD1.5 million (2020: USDI1.5
million).

Profit for the Year

Profit for the year ended 31 December 2021
amounted to USD9.9 million, compared with a loss
of USD3.4 million for the year ended 31 December
2020. The turnaround was mainly attributable to the
fair value gain of the equity investment in X-Times
Design Automation Co., LTD (“X-Times”).

Liquidity, Financial Resources and Debt
Structure

The Group maintains prudent treasury policy and
financial risk management, sufficient banking
facilities and bank balances are available to meet
the cash needs of the Group’s operations and
research and development activities. Liquidity and
cashflow needs of Group are regularly and timely
reviewed by the financial department and

management.

The Group continued to maintain a sound liquidity
position. As at 31 December 2021, total cash and
cash equivalents of the Group amounted to
USDI18.8 million (as at 31 December 2020:
USD46.5 million) and were mainly denominated in
RMB and US dollars, respectively. The Group
recorded net current assets amounting to USD12.3
million (as at 31 December 2020: USD28.8
million). The Group’s current ratio, calculated by
dividing total current assets by total current
liabilities, was 130.6% (as at 31 December 2020:
146.6%).
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As at 31 December 2021, the Group’s bank
borrowings were USD28.4 million (2020: USD38.1
million) and lease liabilities were USD2.6 million
(2020: USDO.7 million). Bank borrowings of
USDI18.0 million (2020: USD38.1 million) carried
fixed interest rate and the remaining portion of
USD10.4 million (2020: Nil) carried variable
interest rate. Bank borrowings of Nil (2020:
USD2.9 million) and USD28.4 million (2020:
USD35.2 million) were dominated in USD and
Renminbi respectively. No restricted bank deposit
had been pledged for the bank borrowings (2020:
Nil). No hedging activity had been carried out by
the Group. Gearing ratio of the Group, as
calculated by dividing total bank borrowings by
total equity, was 20.5% (2020: 30.2%) as at 31
December 2021. Apart from the above bank
borrowings, the Group had unutilised banking
facilities of RMB204 million (equivalent to
USD32.0 million) in Mainland China (2020:
RMB101.1 million (equivalent to USD15.5 million)
and USD15 million in Mainland China and Hong
Kong respectively). Save as disclosed, the Group
did not have any other outstanding indebtedness or
any outstanding or authorised but unissued debt
securities, term loans, other borrowings or
indebtedness in the nature of borrowings,
acceptance credits, hire purchase commitments,
mortgages and charges, contingent liabilities or
guarantees outstanding.

Use of Net Proceeds from Listing

The aggregate net proceeds raised by the Company
from the Listing through the issue of an aggregate
of 75,000,000 new shares (the “Offer Shares”) at
the final offer price of HK$3.78 per Offer Share
pursuant to the global offering (the “Global
Offering”) referred to in the prospectus issued by
the Company on 16 March 2016 (the
“Prospectus”), after deduction of underwriting
commissions and expenses directly attributable to
the Global Offering, were approximately HK$251.6
million. Based on the net proceeds derived from the
Global Offering, proposed application of net
proceeds as stated in the Prospectus had been
adjusted according to the principles as specified in
the section headed “Future Plans and Use of
Proceeds” of the Prospectus.
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During the period from 30 March 2016 (the
“Listing Date”, being the date on which dealings
in the shares of the Company first commenced in

the Stock Exchange), to the date of this

announcement, the net proceeds raised from the

Listing had been applied as follows:

F)TF'*"IE;JEE Bt
st b AHER
BRER XEE XHREBAH
Friifrs WENHRE HFAERE
REBADH REAR BERAR
Use of
proceeds
adjusted Actual use
according to  of proceeds
actual gross from
Percentage of proceeds less the Listing
proceeds as estimated Date to
BRERMAXKEE stated in the listing  the date of
Business objectives as stated in the Prospectus Prospectus expense this report
1 T £ i T
HKS$ million  HKS$ million
7 vin A 1) B AF T B Product planning and research and
development 40% 100.64 100.64
B B K5 4 R B X Sales and marketing expenditures
30% 75.48 75.48
A REA F S i g Possible mergers and acquisitions
20% 50.32 50.32
BEES kN —RAFH® Working capital and general
corporate purposes 10% 25.16 25.16
100% 251.60 251.60

R FEFF A=+ —H 2k BEERE
AFECREIA -

As at 31 December 2021, the net proceeds from the
Global Offering have been fully utilised.
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Capital Commitments

For the year ended 31 December 2021, the Group
has capital commitments amounted to USD6.5
million (2020: Nil) contracted, but not provided
for, and did not have any authorised but not
contracted for capital commitments (2020: Nil).

Significant Investment

As at 31 December 2021, the Group had equity
securities investments in a total of six (2020: five)
unlisted companies and had interest in an unlisted

fund with an aggregate fair value of approximately
USD25.0 million (2020: USD11.7 million).

Details of a significant investment are disclosed
below as the size of this investment exceeded the
5% threshold under paragraph 32(4A) of
Appendix 16 to the Listing Rules.

On 19 November 2020, the Group acquired 10%
equity interest of X-Times, a company
incorporated in the PRC, at a total consideration
of RMBS5,000,001 (equivalent to USD752,831).
X-Times is mainly engaged in the provision of IC
design services which is currently in the early
development stage. During the year ended 31
December 2021, X-Times entered into capital
injection agreement with certain independent
corporate investors from the PRC who agreed to
purchase additional share of X-Times, the equity
interest of the Group in X-Times was diluted
from 10% to approximately 4.7%. As at 31
December 2021, the fair value of the equity
interest in X-Times held by the Group was
approximately USD14,589,000, representing
6.29% of the Group’s total assets. Fair value gain
of approximately USD13,812,000 was recognised
in the consolidated income statement of the
Group for the year ended 31 December 2021. No
dividend has been received by the Group for the
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year. The investment is not held for trading. The
Group considers this as a strategic investment
which broaden the Group’s IC solution business
segment. The Group will review its investment
strategy regularly in response to the changes in
market situation.

Save for those disclosed in this announcement,
there were no other significant investments held
by the Group as at 31 December 2021.

Material Acquisition and Disposal of
Subsidiaries and Associated Companies and
Future Plan for Material Investments or
Acquisition of Capital Assets

In January 2021, the Group, Shenzhen Hongtai
Guowei Share Investment Management Limited
(“Hongtai Guowei”), Mr. Huang, and Shenzhen
Angel Investment Guide Fund Limited, an
independent third party, entered into a partnership
agreement in relation to the establishment and
management of Shenzhen Hongtai Angel Share
Investment Fund Partnership (Limited Partnership)
(“Hongtai Angel Fund”). The primary objective of
Hongtai Angel Fund is to engage in angel
investments in, and provide management services
to, start-up companies operating in innovative
technology sectors. Pursuant to the terms of the
partnership agreement, the initial total capital
contribution by all partners to the Fund is RMB100
million (equivalent to approximately USD15.3
million), out of which RMB36 million (equivalent
to approximately USDS5.6 million) is contributed by
the Group which accounted for 36% of equity
interests in Hongtai Angel Fund. The Group has
significant influence over this investment and
Hongtai Angel Fund is accounted for as an
associate of the Group.
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In April 2021, the Group invested in 15% equity
interest of Chipattern Limited (“Chipattern”) with
a cash consideration of RMB6,000,000 (equivalent
to USD924,015). The Group has joint control over
Chipattern and Chipattern was classified as a joint
venture of the Group.

The Group will continue to search for prospective
targets for investment and business cooperation.
There were no material investments or capital
assets authorised by the Board at the date of this

announcement.

Save for those disclosed in this announcement,
there were no other material acquisitions or
disposals of subsidiaries, associated companies or
joint ventures during the year ended 31 December
2021.

Contingent Liabilities

As at 31 December 2021, 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
were predominantly denominated in US dollars
while sales of IC smart technology was
predominantly denominated in RMB and Hong
Kong dollars. The Group’s costs of production are
predominantly denominated in RMB.

For the year ended 31 December 2021, the Group
did not enter into any foreign currency forward
contracts or use any derivative contracts to hedge
against the risk arisen from 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.
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Employees and Remuneration Policy

For the year ended 31 December 2021, the Group
employed about 392 employees (as at 31 December
2020: 312 employees), of whom 376 were based in
Mainland China, 13 in Hong Kong and 3 in other
countries around the world. For the year ended 31
December 2021,

social insurance, provident funds and share

staff costs (including salaries,

incentive plan) amounted to USD24.5 million in
aggregate, representing 67.5% of the total revenue
of the Group.

The Group has entered into employment
agreements with all of its full-time employees. In
addition, 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 the effective
period and a certain period thereafter 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’s remuneration policy and packages for its
employees were periodically reviewed. 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

At present, the worldwide chip scarcity and supply
chain issues caused by the repeated massive
outbreaks of the COVID-19 pandemic are yet to be
fully alleviated. In response to this situation, both
the U.S. and the European Union have introduced
relevant regulations and are planning to invest
heavily in the semiconductor sector to gain
competitive advantages. The Outline of the 14th
Five-Year Plan issued by China in early 2021
clearly states that one of the key tasks is the
development of IC key technologies. In line with
the call of the State Council for development of
integrated circuits, major provinces and cities
across the country have launched various
preferential policies to support the development of
IC key technologies during the year. The Group
also continued its development strategy with IC
design solutions at its core and persevered in
enhancing its independent R&D capabilities,
making progress in new business areas of smart IC

technology and smart sensing technology solutions.
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For the CAM business, the Group will fully launch
the sales of new hardware platform products in
2022, and work with major CA partners to promote
the marketization of CI + 1.4 CAM, a new standard
product. In respect of the integration and sales of
cardless CAM products, the Group have reached
intention of cooperation with two major CA
partners and signed joint promotion agreements.
With the growing interest in CI+ 2.0 USB CAM in
the European market, the Group will firstly seek
opportunities for producibility among established
European operator customers, and then expand into
emerging markets such as India, Africa and
Southeast Asia. Meanwhile, the Group will seek
market opportunities arising from the upgrade of CI
+ HbbTV standards and the extensive deployment
of smart TVs. It is expected that the Group will
establish product partnerships with a number of TV
manufacturers and solution providers in the coming

year to capture more market share.

In respect of cloud services business, the Group
will continue to secure orders and ensure the
quality of its after-sales service. Meanwhile, the
Group will improve the complementary pre-sales
and after-sales management protocol to provide an
outstanding services on customers support and
maintenance and safety of the cloud platform core
equipments.
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For the business of IC solutions, internally, the
Group will continue to strengthen its core
technology research, promote the transformation of
research achievements and advance towards
producibility. Meanwhile, it will continue to
improve the corresponding intellectual property
rights system and the high-end talent pool, and
deploy through multiple channels to accelerate the
marketization process. Externally, the Group will
consolidate its position in the industry and expand
its influence through major exhibitions and industry
media publicity, maintain close communication
with professional institutions in the industry to
keep abreast of cutting-edge technologies and the
latest policies, and actively cooperate with
universities to increase research projects, academic

discussions and joint training of talents.

As driven by the huge and urgent market demand,
strong national policy support and substantial
capital, resources in the IC industry have been
reallocated, thus promoting the reform and
development of the whole industry. In the future,
the Group will continue to focus on the research
and development of core IC design technologies,
shore up shortcomings and make breakthroughs in
key areas, and strengthen the product-oriented and
market-oriented guidance. At the same time, the
Group will leverage its advantageous position to
strengthen collaborative innovation in the industry
chain, help improve the industrial ecology of IC
applications, and enhance the self-sufficiency of
key products. By virtue of capital operations, the
Group will strategically coordinate the layout in the
industry and foster an operation system bridging
governments, enterprises, universities and research
institutions. Through deepening the market
applications of new business growth drivers such as
smart sensing technology solutions, the Group aims
to enhance its comprehensive strength and create

greater value for shareholders.
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SIGNIFICANT EVENTS AFTER THE END
OF THE REPORTING PERIOD

Other than those disclosed in Note 13 to the annual
result announcement, no other significant event has
occurred after the end of the Reporting Period and
up to the date of this announcement.

ANNUAL DIVIDEND

The Board recommended the distribution of an
annual dividend of USD409,480 for the year ended
31 December 2021 (year ended 31 December 2020:
USD411,605).

EXPECTED PAYMENT DATE OF THE
PROPOSED FINAL DIVIDEND

Upon approval by the shareholders of the Company
at the forthcoming annual general meeting of the
Company (the “2022 Annual General Meeting”)
to be held on 27 May 2022, the proposed final
dividend is expected to be payable on 14 June 2022
to the shareholders whose names appear on the
register of members of the Company on 7 June
2022.
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CLOSURE OF REGISTER OF MEMBERS

(@)

(b)

Entitlement to Attend and Vote at the 2022
Annual General Meeting

The transfer books and register of members
of the Company will be closed from Tuesday,
24 May 2022 to Friday, 27 May 2022 (both
days inclusive), during which period no
transfer of shares in the Company will be
effected. In order to qualify for attending and
voting at the 2022 Annual General Meeting,
all duly completed transfer forms,
accompanied by the relevant share
certificates, must be lodged with the
Company’s Hong Kong branch share registrar
and transfer office, Computershare Hong
Kong Investor Services Limited, at Shops
1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wan Chai, Hong Kong
no later than 4:30 p.m. on Monday, 23 May
2022 for registration.

Entitlement to the Proposed Final Dividend

The proposed final dividend will be payable
to shareholders whose names appear on the
register of members of the Company on
Tuesday, 7 June 2022. The transfer books and
register of members of the Company will be
closed from Thursday, 2 June 2022 to
Tuesday, 7 June 2022 (both days inclusive),
during which period no transfer of shares in
the Company will be effected. In order to
qualify for the proposed final dividend, all
duly completed transfer forms, accompanied
by the relevant share certificates, must be
lodged with the Company’s Hong Kong
branch share registrar and transfer office,
Computershare Hong Kong Investor Services
Limited, at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East,
Wan Chai, Hong Kong no later than 4:30 p.m.
Wednesday, 1 June 2022 for registration.
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ANNUAL GENERAL MEETING

The 2022 Annual General Meeting of the Company
will be held on Friday, 27 May 2022. Notice of the
2022 Annual General Meeting will be published
and issued to shareholders in due course.

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

During the year ended 31 December 2021, 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 Rules Governing the
Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”).

CHANGES IN DIRECTOR’S INFORMATION

Directors’ information is required to be disclosed
pursuant to Rule 13.51B(1) of the Listing Rules.

Mr. Jin Yufeng, an independent non-executive
director, has been independent Director of
Shenzhen Cozhou Electronics Co., Ltd. (Y117 [A]
M & T WA A FR 2 Al) (Stock Code: 002052) (a
high-tech enterprise listed on the main board of
Shenzhen Stock Exchange and focusing on
providing leading smart home products and

services) since April 2021.
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COMPLIANCE WITH THE 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 year ended 31
December 2021.

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 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 the
critical role played by Mr. Huang in the Group and
its past development. 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.
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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 year ended 31
December 2021.

THE AUDIT COMMITTEE

The audit committee has reviewed with the
Company’s management the accounting principles
and practices adopted by the Group, and has
discussed auditing, internal control and financial
reporting matters, including the review of the
annual results for the year ended 31 December
2021.
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SCOPE OF WORK OF THE AUDITOR

The figures in respect of the Group’s consolidated
statement of financial position, consolidated
statement of comprehensive income, consolidated
income statement, consolidated statement of changes
in equity and the related notes thereto as at and for
the year ended 31 December 2021 as set out in this
preliminary announcement have been agreed by the
Group’s auditor, PricewaterhouseCoopers, to the
amounts set out in the Group’s draft consolidated
financial statements for the year. The work
performed by PricewaterhouseCoopers in this
respect did not constitute an assurance engagement
in accordance with Hong Kong Standards on
Auditing, Hong Kong Standards on Review
Engagements or Hong Kong Standards on
Assurance Engagements issued by the Hong Kong
Institute of Certified Public Accountants and
consequently no assurance has been expressed by
PricewaterhouseCoopers on this preliminary

announcement.
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PUBLICATION OF ANNUAL RESULTS
AND ANNUAL REPORT

The annual 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) in

due course.

By order of the Board
SMIT Holdings Limited
Huang Xueliang

Chairman

Hong Kong, 25 March 2022

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. Cai Jing; and the independent non-executive
Directors are Mr. Zhang Junjie, Mr. Woo Kar
Tung, Raymond and Mr. Jin Yufeng.



