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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.

ST T
SMIT HOLDINGS LIMITED
T E R AR A
(RESFHEHMA T E R E])
(Incorporated in the Cayman Islands with limited liability)

(3155 - 2239)
(Stock Code: 2239)

BEE-F-NFRAZTHLEANBANFHZELS
INTERIM RESULTS ANNOUNCEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2018

B RiER AR AR (AT NEES([EEE DELR
HARBREMBAR(RNREAIAREEE_FT—/\FX
A=ZTHLEREANREEFHARAEENL T —£F
R RET - ZEFEC AARR BN EPZEREDZE oK
BEAMEBARARRERZEGEN -

2018 EAZEAE A% Interim Results Announcement 2018

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 2018 together with the comparative figures
for the corresponding period in 2017. These results have been
reviewed by PricewaterhouseCoopers, the external auditors of
the Company, and the audit committee of the Company.
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BHRSEESZEWRER CONDENSED CONSOLIDATED STATEMENT

OF COMPREHENSIVE INCOME
BE—FE— \EXHA=+HIF A For the six months ended 30 June 2018

RQEG
BZEZAHLENER
Unaudited
Six months ended
~A=1+H ~A=+H
—B-N\F  —B-tF

30 June 30 June
2018 2017
izt E ZETT
Note UusD UuspD
Wrzs Revenue 4 27,836,777 32,212,804
LI Cost of sales 6 (19,858,127)  (19,308,329)
EF Gross profit 7,978,650 12,904,475
Hth 518558 Other losses, net 5 (235,320) (773,665)
H A Other income 5 540,672 336,596
R Research and development expenses 6 (3,963,280) (3,541,458)
HE kDR Selling and distribution expenses 6 (1,537,641) (1,470,193)
—BRITHAX General and administrative expenses 6 (4,223,587) (3,372,163)
K (R RA Operating (loss)/profit (1,440,506) 4,083,592
BE WA Finance income 558,294 236,550
BEAT(EE), S F (Loss)/profit before income tax (882,212) 4,320,142
FrisfiEe,/ (%) Income tax credit/(expense) 7 13,445 (844,391)
AERAEEEAELSR (Loss)/profit for the period attributable
(BR),#=F to owners of the Company (868,767) 3,475,751
Ht 2w (EE) kE Other comprehensive (loss)/income
BEAEEN 72 EmmEE  Item that may be reclassified subsequently to
profit or loss
PE N ZE%E Translation differences (972,776) 1,631,768
ARRHEEAEGEHAZE Total comprehensive (loss)/income for the
(F518), B period attributable to owners
of the Company (1,841,543) 5,107,519
HARATHEE AEEER (Loss)/earnings per share attributable to owners
(E518) BT of the Company for the period
(ABRETERTR) (expressed in USD per share)
BREAX(EE),BF) Basic (loss)/earnings per share 8 (0.003) 0.012
BREE(BE)/&F Diluted (loss)/earnings per share 8 (0.003) 0.011
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CONDENSED CONSOLIDATED STATEMENT

OF FINANCIAL POSITION

st
Note
ASSETS
Non-current assets
Property, plant and equipment
Other intangible assets
Goodwill
Trade and other receivables and prepayments 10

Financial assets at fair value
through profit or loss
Deferred income tax assets

Current assets
Inventories
Trade and other receivables
and prepayments 10
Short-term bank deposits
Cash and cash equivalents

Total assets

2018 HiZAE A Interim Results Announcement 2018

As at 30 June 2018 and 31 December 2017

RGBT BES
Unaudited Audited
ANA=+RH +=H=+-—H
—B-NF —B—t%F

30 June 31 December

2018 2017
ZETT E
UsD UsD

1,645,906 2,006,053

13,490 86,311

6,488,258 6,570,079

1,229,781 545,554
8,628,477 3,808,986

1,087,958 1,022,564
19,093,870 14,039,547
8,226,145 16,727,865
21,545,529 13,291,275

1,757,649 3,523,375
67,288,087 84,100,969
98,817,410 117,643,484
117,911,280 131,683,031
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EQUITY AND LIABILITIES

Equity attributable to owners

of the Company
Share capital
Share premium
Merger reserve

Share-based payment reserve

Statutory reserve
Retained earnings
Capital reserve
Exchange reserve

Total equity

LIABILITIES
Current liabilities
Trade payables

Accruals and other payables

Contract liabilities
Deferred revenue
Income tax payable

Total liabilities

Total equity and liabilities

Net current assets

Total assets less current liabilities

BB MERER AT SMIT HOLDINGS LIMITED

iogz3
Note

REGHEG BET
Unaudited Audited
ANAB=+RH +=H=+-—H
—E-N\F —E—+tHF

30 June 31 December

2018 2017

En ES

Usp Usp

6,306 6,140
100,481,120 98,362,681
(48,810,141) (48,810,141)
17,397,419 19,401,056

4,913,464 4,913,464
35,679,909 36,548,676

1,212,543 1,212,543

1,724,394 2,697,170
112,605,014 114,331,589

1,175,342 7,552,913
2,983,110 7,670,160

309,125 —

607,908 969,746

230,781 1,158,623

5,306,266 17,351,442
117,911,280 131,683,031
93,511,144 100,292,042
112,605,014 114,331,589




SRS P IR A E B M & NOTES TO THE CONDENSED
CONSOLIDATED INTERIM FINANCIAL

INFORMATION

—REHR
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FARNENERHESRLERBHINRS - A&
B EERES N RARFE SRR -

ARG RRAEHESTMRIEEMNERAGF - K
NHAEESNEMHEEZLMNPO Box 309, Ugland
House, Grand Cayman, KY1-1104, Cayman Islands *
i B A B AN ([ rp B ) &9 55 0 3% 5 B2 (o2 7
BRI EILREHEEE & E SR MR -

ARBE—LTHABERAZSMERAT -

BIERBME  AERGETHMBEEMNUEIT(E

I DEXTIE

ARG P IR I E R R EES -

GENERAL INFORMATION

SMIT Holdings Limited (the “Company”) and its
subsidiaries (together the “Group”) principally engage
in the 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. The Group also engages in the
supply of blockchain chipsets and servers.

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 SSMEC Building, Gao Xin Nan First Avenue,
High-Tech Park South, Nanshan District, 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 2018
has been prepared in accordance with Hong Kong
Accounting Standards (“HKAS") 34
Reporting”.

“Interim Financial

The accounting policies applied are consistent with those
of the annual financial statements for the year ended 31
December 2017, 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 2018 as described below.

2.1 New and amended standards adopted by the
Group

A number of new or amended standards became
applicable for the current reporting period and the
Group had to change its accounting policies as a
result of adopting the following standards:

. HKFRS 9 Financial Instruments
° HKFRS 15 Revenue from Contracts with Customers

The impact of the adoption of these new standards
and the new accounting policies are disclosed in
Note 2.3 below. Other new or amended standards
did not have any material impact on the Group's
accounting policies.

2018 HiZEAE A% Interim Results Announcement 2018 BISREATIERR B R AT SMIT HOLDINGS LIMITED
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2.2 Impact of standards issued but not yet
applied by the Group

(a)

HKFRS 16 Leases

HKFRS 16 was issued in January 2016. It will
result in almost all leases being recognised
on the condensed consolidated statement of
financial position, as the distinction between
operating and finance leases is removed.
Under the new standard, an asset (the
right to use the leased item) and a financial
liability to pay rentals are recognised. The
only exceptions are short-term and low-
value leases.

The accounting for lessors will not
significantly change.

The standard will affect primarily the
accounting for the Group's operating leases.
As at the end of reporting period, the
Group has non-cancellable operating lease
commitments of USD610,444. However,
the Group has not yet determined to what
extent these commitments will result in the
recognition of an asset and a liability for
future payments and how this will affect
the Group'’s (loss)/profit and classification of
cash flows.

Some of the commitments may be covered
by the exception for short-term and low-
value leases and some commitments may
relate to arrangements that will not qualify
as leases under HKFRS 16.

The standard is mandatory for first interim
periods within annual reporting periods
beginning on or after 1 January 2019.
The Group does not intend to adopt the
standard before its effective date.
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Changes in accounting policies

This note explains the impact of the adoption
of HKFRS 9 Financial Instruments and HKFRS 15
Revenue from Contracts with Customers on the
Group's condensed consolidated interim financial
information and also discloses the new accounting
policies that have been applied from 1 January
2018, where they are different to those applied in
prior periods.

(a) HKFRS 9 Financial Instruments — Impact
of adoption

HKFRS 9 replaces the provisions of HKAS 39
that relate to the recognition, classification
and measurement of financial assets and
financial liabilities, derecognition of financial
instruments, impairment of financial assets
and hedge accounting.

The adoption of HKFRS 9 Financial
Instruments from 1 January 2018 resulted
in changes in accounting policies. The new
accounting policies are set out in Note 2.3 (b)
below.
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Financial assets

B 5 IEWGRIE

Trade receivables

SR E A e MR

Notes and other receivables

KR EARTTIF X

Short-term bank deposits

ReERBEEED

Cash and cash equivalents

FHiREEEATEANE
WEmEE

Financial assets at fair value through
profit or loss

cRaE

Financial liabilities

B S RN IE

Trade payables

FEET B A R H h FE 508

Accruals and other payables
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(@)

Classification and measurement

On 1 January 2018 (the date of initial
application of HKFRS 9), the Group’s
management has assessed which
business models apply to the financial
assets held by the Group and has
classified its financial instruments into
the appropriate HKFRS 9 categories.
All classes of financial assets and
financial liabilities had the same
carrying amounts in accordance with
HKAS 39 and HKFRS 9 on 1 January
2018, the measurement categories of
each material class of financial assets

and liabilities were as follows:

BEESGE 2R
E 395 2R
Measurement
Category under

HKAS 39

ST IDIN

Amortised cost
BHIERCAR

Amortised cost

ST ]DIN

Amortised cost

ST IDIN

Amortised cost
FHiREEEATEANE

Fair value through
profit or loss

BHIHRCAR
Amortised cost
BEIERCAR

Amortised cost

RARE AU R 5 4R
FIRETERR
Measurement

Category under

HKFRS 9

B AR

Amortised cost
BB

Amortised cost
B

Amortised cost
B AR

Amortised cost
FHiRBEmERATEAR

Fair value through
profit or loss

BEERCR
Amortised cost
BEERCR

Amortised cost

BB MERER QS SMIT HOLDINGS LIMITED
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(ii)

Impairment of financial assets

The Group's significant financial
assets which are subject to the new
expected credit loss model include
trade receivables and notes and other
receivables. The Group was required
to revise its impairment methodology
under HKFRS 9 for these classes of
financial assets.

While cash and cash equivalents
and short-term bank deposits are
also subject to the impairment
requirements of HKFRS 9, the
identified impairment loss was
immaterial.

For notes and other receivables,
management considers that its credit
risk has not increased significantly
since initial recognition with reference
to the counterparty historical default
rate and current financial position. The
impairment provision is determined
based on the 12-month expected
credit losses which is close to zero.

For trade receivables, the Group
applies the simplified approach to
provide for expected credit losses
prescribed by HKFRS 9, which permits
the use of the lifetime expected losses
for all trade receivables. To measure
the expected credit losses, trade
receivables have been grouped based
on shared credit risk characteristics
and the days past due. The adoption
of the simplified expected loss
approach under HKFRS 9 has not
resulted in any additional impairment
loss for trade receivables as at 1
January 2018.

Trade receivables are written off when
there is no reasonable expectation of
recovery. Indicators that there is no
reasonable expectation of recovery
include, amongst others, the failure
of a debtor to engage in a repayment
plan with the Group.
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(b) HKFRS 9 Financial Instruments -
Accounting policies applied from 1
January 2018

()

Interim Results Announcement 2018

Classification

From 1 January 2018, the Group
classifies its financial assets in the
following measurement categories:

o those to be measured
subsequently at fair value (either
through other comprehensive
income (“OCI"), or through
profit or loss); and

. those to be measured at
amortised cost.

The classification depends on
the entity’s business model for
managing the financial assets and the
contractual terms of the cash flows.

For assets measured at fair value,
gains and losses will either be
recorded in profit or loss or OCI. For
investments in equity instruments
that are not held for trading, this will
depend on whether the Group has
made an irrevocable election at the
time of initial recognition to account
for the equity investment at fair value
through OCI (“"FVOCI”).

The Group reclassifies debt
investments when and only when its
business model for managing those
assets changes.
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(ii)

Measurement

At initial recognition, the Group
measures a financial asset at its fair
value plus, in the case of a financial
asset not at fair value through profit
or loss (“FVPL"), transaction costs
that are directly attributable to the
acquisition of the financial asset.
Transaction costs of financial assets
carried at FVPL are expensed in profit
or loss.

Financial assets with embedded
derivatives are considered in their
entirety when determining whether
their cash flows are solely payment of
principal and interest.

Debt instruments

Subsequent measurement of debt
instruments depends on the Group’s
business model for managing
the asset and the cash flow
characteristics of the asset. There are
three measurement categories into
which the Group classifies its debt
instruments:

o Amortised cost: Assets that
are held for collection of
contractual cash flows where
those cash flows represent
solely payments of principal
and interest are measured at
amortised cost. Interest income
from these financial assets is
included in finance income
using the effective interest rate
method. Any gain or loss arising
on derecognition is recognised
directly in profit or loss and
presented in other losses, net,
together with foreign exchange
gains and losses. Impairment
losses are presented as separate
line item in the condensed
consolidated statement of
comprehensive income.
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FVOCI: Assets that are held
for collection of contractual
cash flows and for selling the
financial assets, where the
assets’ cash flows represent
solely payments of principal
and interest, are measured
at FVOCI. Movements in the
carrying amount are taken
through OCI, except for the
recognition of impairment gains
or losses, interest revenue and
foreign exchange gains and
losses which are recognised in
the condensed consolidated
statement of comprehensive
income. When the financial
asset is derecognised, the
cumulative gain or loss
previously recognised in OClI
is reclassified from equity to
profit or loss and recognised
in other losses, net. Interest
income from these financial
assets is included in finance
income using the effective
interest rate method. Foreign
exchange gains and losses are
presented in other losses, net,
and impairment expenses are
presented as separate line item
in the condensed consolidated
statement of comprehensive

income.
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o FVPL: Assets that do not meet
the criteria for amortised cost
or FVOCI are measured at
FVPL. A gain or loss on a debt
investment that is subsequently
measured at FVPL is recognised
in profit or loss and presented
net within other losses, net, in
the period in which it arises.

Equity instruments

The Group subsequently measures
all equity investments at fair value.
Where the Group’s management has
elected to present fair value gains and
losses on equity investments in OCI,
there is no subsequent reclassification
of fair value gains and losses to profit
or loss following the derecognition of
the investment. Dividends from such
investments continue to be recognised
in profit or loss as other income when
the Group's right to receive payments
is established.

Changes in the fair value of financial
assets at FVPL are recognised in
other losses, net, in the condensed
consolidated statement of
comprehensive income as applicable.
Impairment losses (and reversal
of impairment losses) on equity
investments measured at FVOCI are
not reported separately from other
changes in fair value.
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(i) Impairment

The impairment of financial assets has
changed from the incurred loss model
under HKAS 39 to the expected credit
loss model under HKFRS 9. Under the
new expected loss approach, it is no
longer necessary for a loss event to
occur before an impairment loss is
recognised. Impairment is made on
the expected credit losses, which are
the present value of the cash shortfalls
over the expected life of the financial
assets. The Group assesses on a
forward looking basis the expected
credit losses associated with its debt
instruments carried at amortised
cost and FVOCI. The impairment
methodology applied depends on
whether there has been a significant
increase in credit risk.

For trade receivables, the Group
applies the simplified approach
permitted by HKFRS 9, which requires
expected lifetime losses to be
recognised from initial recognition of
the receivables.

HKFRS 15 Revenue from Contracts with
Customers — Impact of adoption

The Group has adopted HKFRS 15 Revenue
from Contracts with Customers from 1
January 2018 which resulted in changes
in accounting policies. In accordance with
the transitional provisions in HKFRS 15,
comparative figures have not been restated.

2018 HiEAE A Interim Results Announcement 2018 B ATZR AR AT SMIT HOLDINGS LIMITED
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RN E BN BRERENE 15RO EES The effects of the adoption of HKFRS 15 are

HNEaBENTIHRER - R_E-NF—-H— related to presentation of contract liabilities.

BETEN DR - AREBHEREREL Reclassifications were made as at 1 January

FESFRATAME—5 2018 to be consistent with the terminology
used under HKFRS 15:

e FEANREBEFURIMAENEBEZAT . Contract liabilities for receipt in

MRMETE R R EMEFRIA © advance from customers were

previously presented as accruals and
other payables.

BIEME  RZE—N\F—A—HEKXE In summary, the following adjustments
AEREMREa R RAERN S were made to the amounts recognised
RIEH AT A% in the condensed consolidated statement
of financial position at the date of initial

application on 1 January 2018:

BRBRE
ERETHES ERIZ 155
F18AREE ENDE BEE
HKAS 18 Reclassification HKFRS 15
carrying carrying
amount amount
RZZ—1fF RZZ-N\§
+ZA=t+-H —A—-B
as at 31 December as at 1 January
2017 2018
#7 #7T #7T
usb usb usb
REMBMAK(FHBR)  Consolidated statement of
financial position
(extract)
e B R EAM Accruals and other payables 7,670,160 (763,981) 6,906,179
JE ¥ 508
BWaE Contract liabilities - 763,981 763,981
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(d)

EBUBHEERZI1SHHEEFZBNE
RELHKRA-BE=F—-NF—-—F—HE
A& BFE

AEEHE—RZINRE R - mPOS K2
SR RRISER - EEMNEGIRERE
(MERERNTEP  XPHERNBEE
RENEREREMEE  AMETRE
EFEMERNKRBITRRE) @ HERE
R BEMEXDEEMMBIMNAE T
Ko BEFPRBIHESOEMER  HK
MIERERY  IAEEBEREEEZER
FEEMRESDERE  EmRIBNE
RZBBBHREFEE -

AEBEEERINEEREUR - ARl
B Y [0 1 (B RO R M R AR By AR EE
FEFEPIRK -

HREPNREAREREBRAESRE
B-—FNAH RHEREFEEARE
R EMFHE -

(d)

HKFRS 15 Revenue from Contracts with
Customers — Accounting policies applied
from 1 January 2018

The Group sells a range of CAM, mPOS and
blockchain chipsets and servers. Sales are
recognised when control of the products
has been transferred, being when the
products are delivered to the customer, the
customer has full discretion over the channel
and price to sell the products, and there is
no unfulfilled obligation that could affect
the customer’s acceptance of the products.
Delivery occurs when the products have
been shipped to the specific location, the
risks of obsolescence and loss have been
transferred to the customer, and either
the customer has accepted the products
in accordance with the sales contract, the
acceptance provisions have lapsed, or the
Group has objective evidence that all criteria
for acceptance have been satisfied.

A receivable is recognised when the goods
are delivered as this is the point in time that
the consideration is unconditional because
only the passage of time is required before
the payment is due.

For contract where the period between the
payment by the customer and the transfer
of the promised product exceeds one year,
the transaction price is adjusted for the
effects of a significant financing component.

2018 HiEAE A Interim Results Announcement 2018 B ATZR AR AT SMIT HOLDINGS LIMITED
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7 ERE R

BEERETEZERRARNOMANMELRBORE
MEHNEERLENH TELERRA(IEEER
RADDHREEREARNITES -

BE_Z-\FXRA=THIERER  T2LEREK
ABHARMED MOREAFEAEENKRE - AT
EOEMRER - mPOS MR R EIRTE 25 ) BAEF D
BOBER > HARESHEHESAROANBEER
WERBLG— - TELRAEN D B HMELHE
EFEY - AERNHEN BB -

WEREmMPOS—Z2EmMARE R R mPOS#) K5 2%
RHE  DRAHARZEHBEERFTARTSERERGE
BELLEHNBHIARS -

SR g AR T 28 — R B S AT M AR 5 25 B0 B 3 2 8
& o

TEHRERRAEH RN AEENERRLEHNAEE
AR E - AFERBERDEER - T2LRERK
ARBOERENFEFHELEDMHKRR - ZFTE
AEEBRQEDHMNEN - MEBEERRARHED
HibBER T ES ABATMERGAMBER % -

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 2018, the CODM
assessed the performance of the Group by reviewing
the results of the reportable segments: CAM and mPOS
and blockchain servers, which is different from the
segment categorisation 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.

CAM and mPQOS - 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.

Blockchain servers — development and sales of integrated
blockchain chipsets and 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. This
measurement basis includes gross profit of the operating
segments. Other information provided to the CODM is
measured in a manner consistent with that in this interim
condensed consolidated financial information.

B MR AR AT SMIT HOLDINGS LIMITED



BE-ZZ2E-N\FXA=1H
1IEREA
7 EpUL R

SR B
7 B

BE=-ZE—+tH5~A=1+H
IERER (BEF)
B R

S ERUL 2

PR

R=Z2-N\FXA=tH
(REE&ER)
NEAE

R-ZE—tF+ZA=+—H
(&) (BEF)
DEPEE

For the six months ended
30 June 2018

Segment revenue
External revenue

Segment results

For the six months ended
30 June 2017 (as restated)
Segment revenue
External revenue

Segment results

At 30 June 2018 (unaudited)

Segment assets

At 31 December 2017 (audited)
(as restated)
Segment assets

2018 HiZAE A Interim Results Announcement 2018

REET

Unaudited

REFR B E
mPOS RS B

CAM and Blockchain
mPOS servers Total
E ES ES
UsD UsD Usp
18,187,941 9,648,836 27,836,777
5,574,807 2,403,843 7,978,650
29,687,645 2,525,159 32,212,804
12,314,857 589,618 12,904,475

REFR B
mPOS PR 7% 28 e

CAM and Blockchain
mPOS servers Total
Ein e E
USsD UsD UsD
29,878,042 5,541,301 35,419,343
29,111,500 9,874,663 38,986,163

BB MERER QS SMIT HOLDINGS LIMITED
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NHMEEFTERERE  HMEVEE GE &5 Segment assets consist primarily of goodwill, other
NEAMBEWHRIERBAREARBEBRERZAFEEA intangible assets, inventories, trade and other receivables
EWemEE  BETRBEEEMSHEE U K and prepayments and financial assets at fair value
ERHEHE RekBeFEY RBRITEFEIURRD through profit or loss but exclude deferred income tax
AIRAKRDBEE - assets, property, plant and equipment, cash and cash

equivalents, short-term bank deposits and corporate and
unallocated assets.

AISRE D EPEE EBR TSR A (EE), 5 8 ¥ R A reconciliation of reportable segment results to (loss)/
N profit before income tax is provided as follows:
REBEG
Unaudited
BZEZAHLERER
Six months ended
—E-N\F —E—+tF
~A=+H ~A=+H
30 June 30 June
2018 2017
Ei E
UusD UusD
W&o IS Reporting segment results 7,978,650 12,904,475
H A Other income 540,672 336,596
Hth B85 %8 Other losses, net (235,320) (773,665)
BEUA Finance income 558,294 236,550
NaElRARDEEAX Corporate and unallocated expenses (9,724,508) (8,383,814)
METEH A (EBER),BR (Loss)/profit before income tax (882,212) 4,320,142
ASREDIEEREEERN T RYEE - Reportable segments assets are reconciled to total assets
as follows:
REEELT &
Unaudited Audited
—EB-N\F —E-tF
RA=Z+H +t=ZA=+-H
As at As at
30 June 31 December
2018 2017
E ES
UsD Usb
ARESHEE Reportable segment assets 35,419,343 38,986,163
EREFTISTEE Deferred income tax assets 1,087,958 1,022,564
- BEKEE Property, plant and equipment 1,645,906 2,006,053
ReERREFEY Cash and cash equivalents 67,288,087 84,100,969
FEERITER Short-term bank deposits 1,757,649 3,523,375
NElRAKRDBELEE Corporate and unallocated assets 10,712,337 2,043,907
BRSREMBMRRARNEEE Total assets per condensed consolidated
statement of financial position 117,911,280 131,683,031
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s 4 REVENUE

REGE
Unaudited
BZEZAMILEAREA
Six months ended
—E-N\F —E—+tF
~A=+H ~A=+H

30 June 30 June
2018 2017
ES ES
UsD UsD
g Revenue
—RER -CAM 12,889,504 22,739,535
—mPOS ## - mPOS devices 5,298,437 6,948,110
—[RIRFEREEE - Blockchain servers 9,648,836 2,525,159
EmiEEETE Total sales of goods 27,836,777 32,212,804
5 OTHER LOSSES, NET AND OTHER
HitgsiaF R A INCOME
RICET
Unaudited
BEZAHIEAEA
Six months ended
—E-N\F —E—tF
~A=+H ~B=+H
30 June 30 June
2018 2017
ES ES
UsD UsD
H b Esi8 55 Other losses, net
—[EHEEFE - Exchange losses, net (57,517) (835,765)
—BERBREATFEARNSRE - Fair value (losses)/gains on financial assets
BEMNNTFE(EER) WS at fair value through profit or loss (177,803) 62,100
(235,320) (773,665)
A Other income
— BT Bh - Government grants 494,018 307,142
—Efh - Others 46,654 29,454
540,672 336,596
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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 intangible assets
Depreciation of property, plant and equipment
Legal and professional fees
Operating lease payments
Provision for impairment of trade receivables
Provision for/(reversal of) impairment of inventories
Travelling and entertainment expenses
Other expenses

Total cost of sales, research and development
expenses, selling and distribution expenses and
general and administrative expenses

BB MERER AT SMIT HOLDINGS LIMITED

REGE
Unaudited

BZEZAMILEAREA

Six months ended
=E2-NF  ZF—tF
~A=+H ~A=+H
30 June 30 June
2018 2017
E E
Usp Usb
200,516 186,776
70,333 —
16,901 1,689
471,690 357,758
18,429,875 16,691,564
5,476,216 5,182,148
784,244 1,837,055
87,794 82,999
368,523 326,465
317,726 189,396
670,383 684,864
177,015 126,036
296,032 (46,923)
707,292 602,502
1,508,095 1,469,814
29,582,635 27,692,143




FrEH(ER) BxX

ERBEHABTERBTENIR16.5%NHE(HE—
E—EFRA=ZTHLERER : 16.5%)5HREEFNE
T -

R-ZZ—+FN\A FINEHREMERAR(SMIT
T D ERAI BN EEMBRETATEN SR
¥ AUHBER-_Z—+tHFE2_T-NF=-FHHENRX
ZHEIS%MFARCEMSRERRE - HEZT—N
FRAZTHLEANBARANCEMERHEA15%
(HE-ZT—tFA=1+HIEA 1 25%) °

E—ERPEHFEMRINEEEBRBEE_T—N
FRNA=ZT B ENEREF BEER RN B RE
W ERBURFIER K 25% 5 H -

BINENORBEDKBAEERLLMERKNIREG L
A mBERES - REBEMAMGERTEN - REH
BZBITHMERREFTEMRS

(E®), /5 AMBRLGE 2 E USROS KIE
-

BUERFT1S Current income tax

— B ERSH - PRC corporate income tax
THNBIIE Overseas tax

EEATISH Deferred income tax

Frsm(Ee) FX e

Total income tax (credit)/expense

INCOME TAX (CREDIT)/EXPENSE

Hong Kong profits tax has been provided at the rate of
16.5% (six months ended 30 June 2017: 16.5%) on the
estimated assessable profit for the period.

In August 2017, Shenzhen State Micro Technology
Co. Ltd. ("SMIT Shenzhen”) was approved as a High/
New Technology Enterprise as defined under the New
Enterprise Income Tax Law. Accordingly, it is entitled to a
reduced preferential enterprise income tax (“EIT") rate at
15% for a 3-year period from 2017 to 2019. An EIT tax
rate at 15% was applied for six months ended 30 June
2018 (six months ended 30 June 2017: 25%).

Taxation on profit generated in the PRC by another
group entity newly incorporated in the PRC during the
six months ended 30 June 2018 has been calculated on
the estimated assessable profit for the period at the rate
of 25%.

Taxation on overseas profit has been calculated on
the estimated assessable profit for the period 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)/charged to the
condensed consolidated statement of comprehensive
income represented:

Ri&E
Unaudited
BEZAMILEAREAR
Six months ended
=EB-N\F —E—+tF
<A=+H ~A=+H
30 June 30 June
2018 2017
Em En
Usb Usb
— 290,015
64,358 19,426
(77,803) 534,950
(13,445) 844,391
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8 (LOSS)/EARNINGS PER SHARE

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

RICES
Unaudited
BEZAMILEAREAR
Six months ended
—E-N\F —E—+tHF
ANA=+H ANA=+H
30 June 30 June
2018 2017
(Loss)/profit attributable to owners
of the Company (USD) (868,767) 3,475,751
Weighted average number of ordinary
shares in issue 313,515,610 301,965,831
Basic (loss)/earnings per share (USD) (0.003) 0.012

Diluted (loss)/earnings 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)/
earnings per share.

B MR AR AT SMIT HOLDINGS LIMITED



BET-N\FXA=ZTHEIERER  RREBLER
BEANECERROGSHNBREAGREETVE -
It SREEERSRSRENESE -

For the six months ended 30 June 2018, the potential
ordinary shares arising from the assumed conversion
of the share options has anti-dilutive effect on loss per
share. Therefore, diluted loss per share equals basic loss

per share.
REGEST
Unaudited
BEZAHLEREAR
Six months ended
—E—+tF
~B=+H
30 June
2017
RATHA AEE R (ET) Profit attributable to owners
of the Company (USD) 3,475,751
BT BN IE T8 Weighted average number of ordinary
shares in issue 301,965,831
FEAR T Adjustments for share options 18,153,255
BREE BT 8 TR Weighted average number of ordinary shares
I 15 8 for diluted earnings per share 320,119,086
FlEEEM(FET) Diluted earnings per share (USD) 0.011

Hﬁ z%\

HE-_Z—+F+-_A=+t—BILFEHNRE
802,533F L (ZFE—+4F : 580,846 EF L )N =&
—N\FERARSA

EEGTRERBE-B—\FAA=TALEAMEA
EREERARE(BE-E—tFAA=+ELAR
A:®)

DIVIDEND

A dividend of USD802,533 that relates to the year
of 31 December 2017 was paid in June 2018 (2017:
USD580,846).

The Board does not recommend any interim dividend for
the six months ended 30 June 2018. (six months ended
30 June 2017: Nil).
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10 ESZREMEWFERFEMNRKE 10 TRADE AND OTHER RECEIVABLES AND

PREPAYMENTS

REE &

Unaudited Audited

—E-N\F —E—tF

RA=tRH +=B=+-H

As at As at

30 June 31 December

2018 2017

En En

usb usb

E=HE HEWIA Trade receivables from third parties 13,807,379 11,840,686

Wk B 5 e EIE Trade receivables from a related party 3,102,243 133,476

B BSREUGIBERERE Less: Provision for impairment of trade receivables (1,444,234) (1,286,088)

B HRWGIE - %8 Trade receivables - net 15,465,388 10,688,074

Bt 5008 Prepayments 6,446,578 1,350,472

FEW SIS Notes receivable 75,794 1,633,905

Ho JEYRIE Other receivables 787,550 164,378

7,309,922 3,148,755

B IERVERE S Less: Non-current portion (1,229,781) (545,554)

21,545,529 13,291,275
AREFEEFEENEHEIBETA30E 180K TE o i The Group's credit terms granted to customers generally
BREQM . FREBEEENE S ERZBEOESR S0 ranged from 30 to 180 days. An aging analysis of the
T trade receivables, net of provision, by invoice date is as

follows:

RBES Sy

Unaudited Audited

—E-N\F —E—tF

AA=tH +=ZA=t+-—H

As at As at

30 June 31 December

2018 2017

ET E

UsD usb

30 RN Less than 30 days 4,571,388 7,132,202

31 260K 31 to 60 days 1,478,768 2,185,283

61 290K 61 to 90 days 619,613 356,603

91E 180K 91 to 180 days 5,995,542 170,461

181 £365 K 181 to 365 days 2,215,782 617,528

365 KM E Over 365 days 584,295 225,997

15,465,388 10,688,074
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11 BEZENFIE
2 5 e N EOEER I T -

30 RIAA
31290K
91 £ 180K
181 & 365K
365 KA E

Less than 30 days
31 to 90 days

91 to 180 days
181 to 365 days
Over 365 days
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11 TRADE PAYABLES

Trade payables are aged as follows:

REE &
Unaudited Audited
—B-N\F =
RA=tRH +=B=+-H
As at As at

30 June 31 December
2018 2017

e ET
UsD UsD
1,088,343 4,868,765
34,815 2,629,631

— 261

1,094 6,997
51,090 47,259
1,175,342 7,552,913

BB MERER QS SMIT HOLDINGS LIMITED
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REBEHA - AEBEERHMED BN FRENFHEEBRR -
DRBBRERRmMPOS - ARRIMEERA S o AP D fHE
EFEND RO EAR - ThRED BERM RERR NS EE
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R+

T N\FLEF AEERBONE - EW S EEHRE
Fo AmMEEERRRBR T —+F EFFTRE43.4% EL
BI29ABET  HARERNE464%(BE-FT—LF
NRA=ZTHIERMER 70.6%) « A - KEFEIEHZINE
MAEATHE A AIGR - ¥R 5 & B ey H7 I8 B B BRI H
e e

NG RITR BT A BHRUERERKE - BUNMSENE
AEEREREBNETEDS - ANEREREFRIEM
SRR ETFEIRE - BNMSBREHENL EAFRBA
PR o STETIS AR P R XFRPHIKA TR 2
MR E TS ENE IR A AERBR AR SR EHEE

MANAGEMENT DISCUSSION AND
ANALYSIS

The board of directors (the “Board”) of SMIT Holdings Limited
("SMIT” or the “Company”) is pleased to announce the
unaudited interim results of the Company and its subsidiaries
(together, the “Group”) for the six months ended 30 June
2018 (the “Review Period”).

BUSINESS REVIEW

The Group is a leading global security devices provider for
pay-TV broadcasting access and for mobile point-of-sales, or
mPOS, payment systems in China. 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 also develops and markets mPOS systems
for the hardware-based mobile payment industry in China,
which enable users to conveniently conduct credit or debit
card transactions anywhere using their smartphones or tablets
rather than a traditional stationary POS terminal. The Group
also carries the business of blockchain server.

During the Review Period, the Group assessed its performance
by reviewing the results of the two segments: CAM and
mPOS, and blockchain servers, which is different from the
categorisation in the prior year in order to align the segment
review with the restructured internal management and
reporting structure.

CAMs

In the first half of 2018, affected by the fierce competition in
Europe, the Group's major market, revenue of the Group's
CAMs decreased by 43.4% to approximately USD12.9 million
as compared with the first half of 2017, accounting for 46.4%
of the Group's total revenue (for the six months ended 30
June 2017: 70.6%). However, sales in Russia increased due
to the increase in orders placed by major customers while
new projects in emerging regions and China have also been
progressing as expected.

Europe remained as the major market of the Group’s CAMs
business despite the price volatility caused by the increasingly
fierce competition in the industry in respective regions. With
some major customers withholding orders pending for new
product launching, European sales during the Review Period
decreased as compared with the corresponding period in 2017.
The delay in shipment for orders from new projects in the
emerging Indian market, as a result of the adjustment on tariff
policies brought a slightly slower growth than the same period
last year in the emerging market and China.
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REFEEE  AEERFELHAETmERERY - /BINFHHR
M EFPERETELRCIBANLE  RHRETMISNE
EEEP  UERIENTENIEPTEHBIER - NRE
R PEFISHUSBE CAMIEERBIEHRNE =584
BIEFLE  EREMRAMEATFRELESE B4
BHERIAAERETROMNTES o o - NEEH Irdeto
AEREREEEFHNC+ 1.4 CAMERBERCKRINARE T
HERIEF - BAT - MRABERMERIUSB Dongle Emtb D i
HiERUREEHE -

mPOS

HAREREHBREE= N ESCRIEEENFHERE
BEST MM BERRENAIIFE - I LEBEMPOS
MERDEREREEE  RBEAMELERZ K- B
b W EB S SBREBERRSEERD c ZT— \FL¥F
REBEMPOSHWABENSIAEETL  REFRBTE
23.2%  AEAREEEWR19.0%(EHE-Z—+F =1
BIEXMEA :21.6%) °

B SRR

EREXEBELESAEER — AR A AEEEEN
HERITHBEMK - —T—N\FL¥F AEBERED
WS99 6 BB ET  RAFRA LA284.0% * 154K
EEENZE3A5% (BE_ZE—+FEA=1THIEXEAR :
7.8%)c TFE249% REFRBLEFA1.9% - BiE—F
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BEME o
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During the first half of the year, the Group made good progress
in securing new customers, with timely shipments to new
operators in Serbia proceeding well and new orders increased
from both Russian operators and new customers in the African
market. During the reporting period, USB CAM projects
commenced deliveries to three operators in China during the
Review Period, including two new major provincial operators,
setting up a good platform for long-term cooperation in the
future. In addition, the Cl+ 1.4 CAM project co-developed
by the Group and Irdeto, targeting the major customers, was
successfully initiated. Currently, the prototypes of USB Dongle
products targeting the mobile device market are in the trial
process with some customers.

mPOS

The business environment in the mobile payment terminal
market continued to be influenced by the tightening
government policies of third party payments. The Group’s new
mPOS products were on trial in order to meet mass production.
As a result, there was a decrease in this business during the
Review Period. In the first half of 2018, the Group's revenue
from mPOS amounted to approximately USD5.3 million,
representing a decrease of 23.2% from the same period
last year, and accounted for 19.0% of the total revenue (six
months ended 30 June 2017: 21.6%).

Blockchain Server

The blockchain server business is the result of collaboration
between the Group and a Shenzhen technology company
combining their expertise in its respective field. In the first
half of 2018, the Group's revenue from its blockchain
server business amounted to approximately USD9.6 million,
representing an increase of 284.0% from the same period
last year, and accounting for 34.5% of the total revenue (six
months ended 30 June 2017: 7.8%). The gross profit margin
of the blockchain server business reached 24.9%, representing
an increase of 1.9% from the same period last year. To further
expand the application scope of blockchain technology, the
Group has been exploring the possibility of combining the
technology of this business with related businesses of the
Group such as video security and financial security.
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FINANCIAL REVIEW

Revenue

For the six months ended 30 June 2018, the revenue of
the Group was USD27.8 million (six months ended 30 June
2017: USD32.2 million). The following table shows revenue
breakdown by business segments:

BZA<B=1THLAHEA
Six Months Ended June 30

—E-N\E —E—tF
2018 2017 g
BEZET % BEZETL % A
UsD Million % USD Million % Change in %
72+ & mPOS CAMs and mPOS 65.5% 29.7 92.2% -38.7%
I 158 5 iR 75 25 Blockchain Server 34.5% 2.5 7.8% +284.0%
100% 32.2 100% -13.7%

REESRA  ZEBKGR-Z—+FRPTHF13.7% =
EHRBMNE-—TEMHEEIGRS  MRERANEE

MERHEEM - FitRKEREmRD
EMRER=E

HE-_Z-N\FANAZT+HLEANAANEN A8 0HEESE
BT FERETHRIIEEZET  EFEAE28.7%
(ZZE—+tFRHAHP:40.1%) TZHAREREmMPOSHTE
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MEFATFEZREAEEREABOT S RERN - He ki
PHAY C BHEBZERREER  ZERFBLIBREER - B
EIEEAMN - BRI EAFREIEIN11.9%E408 83X
T TERRASEREELTEERE S ETTZEH
HEHEHRER  HEBEREN04TEET -

During the Review Period, revenue of the Group decreased by
13.7% as compared with the corresponding period in 2017,
mainly due to the fierce competition faced by its CAMs, the
Group's principal product in Europe, its major market.

Gross Profit and Gross Profit Margin

Gross profit amounted to USD8.0 million for the six months
ended 30 June 2018, representing a decrease of USD4.9
million when compared with the corresponding period in 2017.
The gross profit margin was 28.7% (the corresponding period
in 2017: 40.1%), mainly due to decrease of CAMs and mPOS
gross profit margin as a result of fierce market competition.

Research and Development Expenses

Research and development expenses mainly include salaries
and benefits of our research and development staff, related
rental and office expenses, CA certification fees, professional
service fees and transportation and lodging. During the Review
Period, research and development expenses increased by
11.9% to USD4.0 million as compared with the corresponding
period in 2017, mainly due to an increase in research and
development fees of USD0.4 million arising from the research
and development explorations of several new projects
conducted by the Group focusing on the concept of security
products.
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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 related
rental and office expenses. During the Review Period, selling
and distribution expenses were USD1.5 million, remaining
stable when compared with the corresponding period in 2017.
During the Review Period, the Group continued to optimise
and adjust its selling structure and also reduce controllable
selling expenses, which enabled it to increase marketing efforts
and at the same time to achieve a selling and distribution
expense level slightly lower than last year.

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, related rental and office expenses,
provision for doubtful debts, and travel and entertainment.
During the Review Period, general and administrative
expenses were USD4.2 million, representing an increase of
25.3% as compared with the corresponding period in 2017,
mainly attributable to an increase in preliminary relevant
administration fees of USD0.8 million resulting from the
development of several new projects within the Group.

Income Tax Credit

Income tax credit consists of overseas tax expense for the
Group's subsidiary in Germany and deferred income tax credit.
During the Review Period, there were income tax credit of
USD13.4 thousand, as compared to income tax expense of
USDO0.8 million in the corresponding period in 2017, mainly
due to the decrease in PRC corporate income tax as the PRC
subsidiary of the Group is loss-making during the current
period and the one-off deferred income tax expense in the
corresponding period in 2017 as a result of the remeasurement
of certain deferred tax balances from 15% to 25% because
the PRC subsidiary was still in the process to renew the High/
New Technology Enterprise identity.

Loss for the Period

Loss for the period amounted to USD0.9 million, as compared
to a profit of USD3.5 million during the corresponding period
in 2017. The decrease in gross profit was mainly attributable to
the decrease in revenue from sales of our two product types,
namely CAM and mPOS. Revenue from sales of CAM products
decreased primarily due to decrease in demand from certain
major customers, while revenue from sales of mPOS products
decreased mainly due to intensifying industry competition.
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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 2018,
the total cash and cash equivalents of the Group amounted
to USD67.3 million (as at 31 December 2017: USD84.1
million). The Group’s cash and cash equivalents were mainly
denominated in RMB and USD respectively as at 30 June
2018. The Group recorded net current assets amounting to
USD93.5 million (as at 31 December 2017: USD100.3 million)
and its current ratio was 1,862.3% (as at 31 December 2017:
678.0%).

As at 30 June 2018, the Group did not have any other
outstanding indebtedness, banking facilities or any outstanding
or authorised 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.
Therefore, a gearing ratio is not applicable.

Capital Commitments

As at 30 June 2018, the Group did not have any contracted
but not provided for capital commitments (as at 31 December
2017: nil) or authorised but not contracted for capital
commitments (as at 31 December 2017: nil).

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

The Group did not hold any significant investment nor make
any material acquisition or disposal of subsidiaries during the
Review Period.

However, the Group had two investments during the Review
Period accounted for as financial assets at fair value through
profit or loss on the condensed consolidated interim financial
information which were insignificant to the Group.

On 8 February 2018, SMIT Shenzhen, a subsidiary of
the Company, completed a RMB20 million (equivalent
to approximately USD3,061,000) investment in StorArt
Technology (Shenzhen) Co., Ltd (“StorArt”) pursuant to an
investment agreement entered into between, among others,
SMIT Shenzhen and StorArt. StorArt is an advanced integrated
circuit design company based in Shenzhen specialising in
the development of flash memory main controller integrated
circuits, which are mainly supplied to the communications,
consumer electronics and data processing industries. Upon
completion of the transaction, SMIiT Shenzhen held an
approximately 3.4% stake in StorArt’s share capital.
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On 8 February 2018, SMIT Holdings (HK) Limited (“SMIT
HK"), a subsidiary of the Company, completed a USD2
million investment in Sensel, Inc. (“Sensel”) pursuant to a
note purchase agreement entered into between, among
others, SMIT HK and Sensel. Sensel is an advanced technology
company based in the United States, which owns pressure grid
technology that combines industry- leading performance and
the extra dimension of control in the form of force sensitivity.
Upon completion of the note purchase agreement, SMIT HK
subscribed for a USD2 million promissory note which may be
converted into common or preferred shares of Sensel pursuant
to the terms of the Note Purchase Agreement.

Contingent Liabilities

As at 30 June 2018, the Group did not have any significant
contingent liabilities.

Currency Risk and Management

The Group sales are primarily made in Europe, in USD-
denominated transactions and the PRC, in RMB-denominated
transactions. The sales of CAMs of the Group were
predominantly denominated in USD while sales of mPOS
devices and blockchain servers were denominated in 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 exposure. The Group manages
its currency risk by closely monitoring the movement of foreign
currency exchange rates and may consider hedging significant
foreign currency exposure should the need arise.

Employees and Remuneration Policy

As at 30 June 2018, the Group employed 248 employees
(as at 31 December 2017: 247), of whom 240 were based
in Shenzhen, 6 in Hong Kong and 2 in Munich, Germany.
The Group's staff costs (including salaries, bonuses, social
insurance, provident funds and share incentive plan) amounted
to USD5.5 million in aggregate, representing 19.7% of total
revenue of the Group.
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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 term of his
or her employment.

The Group's success depends on its ability to attract, retain
and motivate qualified personnel and thus is 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

Looking at the second half of this year, there will still be
uncertainties over the global economy, which will bring more
challenges to the Group's business. The Group will continue to
explore new business opportunities. The Group will also further
optimise internal controls and improve cost-efficiency.

As for the CAM business, the Group will focus on new
orders from prominent customers in Europe and Russia, as
well as new product opportunities in the second half of the
year. Moreover, the Group will also explore new customer
opportunities in emerging markets including central India and
Turkey and opportunities for CAM consumer cards in Africa.
The roll-out of ASO (Analog Switch-off) in Eastern Europe
creates huge potential markets for CAMs, and the Group will
actively explore more business opportunities to support the
implementation of ASO in the region.
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With the completion of deployment of Cl+1.4 and Cl+ ECP,
there are new functional development requirements for CAM
products. Therefore the Group will continue to develop Cl+
1.4 CAM products, and further promote the initiation of Cl+
1.4 projects by prominent operators. In addition, Cl+ ECP CAM
products will be introduced to operators at the same time in
order to seek opportunities for upgrading products. In terms
of new product development and research, the Group will
focus on the demand of pay-TV operators for multi-terminal
access, promoting USB dongle and video network products to
customers and investing in computer vision and security chips.

As for mPOS, the Group will strengthen business risk
management and control and select creditworthy third-party
payment companies with a strong capital foundation when
it comes to customer development. Priority will be given to
smart POS and QR code-scanning products, and it is expected
that the latter will become the main trend in shipments in the
second half of the year. To respond to the market conditions
with varying degrees of competition, the Group will continue
to develop product technologies to explore new product
development directions with market competitiveness, and seek
new market opportunities.

In the future, the Group will continue to pay close attention to
new business and partnership opportunities, including investing
in companies with cutting-edge technologies, to maintain
its position as a technology leader in the industry and bring
greater returns to its shareholders.

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 2018 (six months ended 30 June
2017: USD Nil).

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

During the six months ended 30 June 2018, neither the
Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s listed securities.
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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.

CHANGES IN DIRECTORS' INFORMATION

As Directors’ information is required to be disclosed pursuant
to Rule 13.51B(1) of the listing rules, our Independent Non-
executive Director Mr. Woo Kar Tung Raymond tendered his
resignation as an executive director and the chief financial
officer of TUS International Limited (HKSE: 872), an automotive
safety company listed on the Main Board of the Stock
Exchange, with effect from 7 June 2018.

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 2018.

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.
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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 six months ended 30 June 2018.

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 2018. At the request of the Board,
the Company’s external auditor, PricewaterhouseCoopers,
has carried out a review of the unaudited interim financial
information in accordance with Hong Kong Standard on
Review Engagement 2410 issued by the Hong Kong Institute of
Certified Public Accountants.

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, 3 August 2018

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. Zeng Zhijie,
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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