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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 is also a major supplier of mobile point-
of-sales or mPOS systems, and develops and markets mPOS
devices for the mobile payment industry in China.

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

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

CAM

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

FRERTRE INTERIM REPORT 2019  EAfHIZRREBRA R SMIT HOLDINGS LIMITED
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The decline in sales revenue in the first half of the year was
mainly in the European market, which was approximately 30.8%
lower than the same period last year. As the largest market for
the Group’s CAM business, the decline in sales revenue in the
European market was mainly due to the decrease in demand of
individual large customers, and its customer strategy also caused
project delays or reduced demand for some major customers.
The CAM business in the traditional European market is affected
by IPTV and OTT. The decrease in the user number of operators
has reduced the demand for CAMs. It is expected that this
impact will continue for a certain period of time. However, the
Group’s new products such as USB CAMs, USB Dongle and
HDMI Dongle, have been produced in small quantities or close to
the completion of research and development, which is expected
to have a positive impact on the Group's sales revenue in the
future.

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

mPQOS

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

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

Rapid verification system and software

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

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

FRERTRE INTERIM REPORT 2019  EAfHIZRREBRA R SMIT HOLDINGS LIMITED

7



8

EEENRR DN

MANAGEMENT DISCUSSION AND ANALYSIS

Rt BBIL RS

$%l,\_2

DXD+£/}IL

)\i@ﬁtﬂlﬁtﬂ?&ﬂ(ﬁﬂl S EREEE A

RArBBCRSMABEER | ZBREARH
Jr@@ﬂb%»(ﬁa% STEEERS]) BRE
FXE B (FICJ) FTEEM L AEEICEXRGTHEEE
ZRHA o BBHIEE TR BB RN - AEENERGK
E—HZE ETERARNEEE BESPIETERERA
SEEREERENER - BREAKERSERAERETE

Rt BB RFPGAZ R MR TAMITE - NEBEKIAM
Rt TASIEZL - EXHRBGRME  KEIN - Y12

REMNESTE LA - ZHFRBEMDTENESS - FIRN
= ﬁiﬂ,ﬁ%éﬁﬂﬁ/ﬁ%ﬁm—rlﬂ C R B FER ARG
EREEFRAAPEIAFE -

“E-NEFEHEE  AEEE TR APIEER E’Jﬁﬂﬁéﬂ“éﬁfi
HAOR20BSET EEX$‘$I%HFF?JD7@T$ BEi=E)
ERBHBERA - ENIBE T —ASYIERE -

FRERTRE INTERIM REPORT 2019  EAHIZREFRA R SMIT HOLDINGS LIMITED

Electronic design automation system

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

In the first half of 2019, the research and development
expenses of the Group’s EDA system were about US$2.0
million. In the future, the Group will continue to increase its
R&D investment in EDA systems and focus on cultivating the
next revenue growth point.
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During the review period, the Group's revenue decreased by
36.7% compared with the same period of 2018, which was
mainly attributable to the Group’s termination of Blockchain
Server segment and decrease in revenue for sales of CAM and
mPOS products.

Gross Profit and Gross Profit Margin

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

FRERTRE INTERIM REPORT 2019  EAfHIZRREBRA R SMIT HOLDINGS LIMITED
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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 review
period, research and development expenses increased by 9.9%
to US$4.4 million compared with the same period of last year,
mainly due to the increase in the research and development
expenditure relating to the development of EDA technology.

Selling and Distribution Expenses

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

General and Administrative Expenses

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

Income Tax Credit

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

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

Liquidity, Financial Resources and Debt Structure

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

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

FRERTRE INTERIM REPORT 2019  EAfHIZRREBRA R SMIT HOLDINGS LIMITED
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Capital Commitments

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

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

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

Contingent Liabilities

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

Currency Risk and Management

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

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

As at 30 June 2019, the Group employed 274 employees (as
at 31 December 2018: 282 employees), of whom 247 were
based in Mainland China, 13 in Taiwan, 7 in Hong Kong and
7 in other countries around the world. The Group’ staff costs
(including salaries, bonus, social insurance, provident funds and
share incentive plan) amounted to US$7.0 million in aggregate,
representing 39.7% of the total revenue of the Group.

The Group has entered into employment agreements with
all of its full-time employees. Certain senior management
and key research and development personnel have signed
confidentiality agreements and non-competition agreements
with the Group. Each senior executive officer has agreed
to hold, both during and after the effective period of his or
her employment agreement, in strict confidence and not
to use, except as required in the performance of his or her
employment duties, any confidential information, trade secrets
or know-how of the Group or the confidential information of
any third party received by the Group. Additionally, each senior
executive officer has agreed to be bound by non-competition
restrictions for a period of two years following the expiry of his
or her term of employment.

The Group's success depends on its ability to attract, retain
and motivate qualified personnel. The Group is also dedicated
to the training and development of employees. Towards that
end, the Group leverages on the resources of its research
and development centre, research laboratories and project
management team to ensure that each employee maintains a
current skill-set through continuous training on topics ranging
from technologies, solutions and services to clients, markets
and the industry. The Group provides introductory training
and orientation for all new employees, as well as on-the-
job training to continuously improve employees’ technical,
professional and management skills.

FRERTRE INTERIM REPORT 2019  EAfHIZRREBRA R SMIT HOLDINGS LIMITED
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OUTLOOK

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

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

In respect of mPOS business, as the supervision of mPOS
industry continues to be strict and operational risks increase,
the Group will strengthen risk management and control of
existing businesses and choose opportunities to develop certain
high gross margin products. The Group will choose customers
with reliable credits among existing customers to conduct
long-term cooperation and set stricter billing and payment
guarantee measures for new customer development.

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

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

The aggregate net proceeds raised by the Company from
the Listing through the Global Offering referred to in the
prospectus issued by the Company on 16 March 2016 (the
"Prospectus”), 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. 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 30
June 2019, the net proceeds raised from the Listing had been
applied as follows:

RESREME
RERMGE LT
BXELREN
FBRERE HLEmAHE
Use of proceeds EZE2-NF
BRERTI® adjusted according ANAZTEW
FBREE to actual gross FEREERAR

BRERMAXKAR

Business objectives as stated

Percentage of
proceeds as stated

proceeds less
estimated listing

Actual use of proceeds
from the Listing Date

in the Prospectus in the Prospectus expense to 30 June 2019
BEET BEET
HKS$ million HK$ million
EmRE RHEEE 40% 100.64 100.64
Product planning and research and development
HE NSRRI 30% 75.48 42.19
Sales and marketing expenditures
QEL L 20% 50.32 50.32
Possible mergers and acquisitions
LEESR—MRARMRE 10% 25.16 25.16
Working capital and general corporate purposes
100% 251.60 218.31

AR EIRFHEE  RSANASEHBEFREEREEFENER
FEREERFRBIN AR TIERSTBFER o AR E
I EBEMEFRIBEFEARBRERMEE S IR
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The unused net proceeds have been placed as interest bearing
deposits with licensed banks in Hong Kong and Mainland
China in accordance with the intention of the Board as
disclosed in the Prospectus. The Company has not utilised and
will not utilise any net proceeds for purposes other than those
disclosed in the Prospectus.



Htg#
OTHER INFORMATION

EREMEREEREE

KOG EE AR RS O - BB EEAEH -
FHIIR 2
EEGTEARBE T AFAAZ+BILABARRER
FERE (BE-E-\FAAZHALAEA  B) -

BE HEFEEALQR LHES

BE-Z-NAFRA=THLEANER  ARABHETMHBER
AIYERE  HEREEARREAILTES

NEER

fain

RIEBEARTARBEHNEMLAEESHA  HEXRER
Hl - AR EMRRIFETANDR25% MR RFEIE -

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 interim report.

INTERIM DIVIDEND

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

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

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

PUBLIC FLOAT

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

AR ERERE INTERIM REPORT 2019 EIf%IZMRAPRA R SMIT HOLDINGS LIMITED

17



Ht g #
OTHER INFORMATION

EERRETHRAENER

RZF-NAFANA=TE EZRARARSTRABRER
1B 7 R E RIS 352 (R F A R R & B RO M R AT A8
ESAR IR AR ZE 7 R KN & AN B) S Bt 22 P e AR 28 A B EL A AR AR g
EE (ERREF LB RAIEXVED) Bty - BRERG RE
RS MOARESIIT

Y]

Name of director

M

Nature of interest

ZBg0

Huang Xueliang @

MEE®

Kwan, Allan Chung-yuen @

Emigm
Beneficial interest
BIATF@ Bl

Shuai Hongyu @ Beneficial interest

ES

Loong, Manfred Man-tsun ©

ER AL faE Nz
gy o

Beneficial interest

Bt

(1) [LIEESRAARSMAREREZERONEFR
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Bana X EE g
Beneficial interest and interest in a
controlled corporation

INTERESTS OF DIRECTORS’ AND CHIEF
EXECUTIVE

As at 30 June 2019, the interests and short positions of the
Directors and chief executive of the Company in the shares,
underlying shares and debentures of the Company and any
of its associated corporations (within the meaning of Part
XV of the SFO) as recorded in the register of interests of the
Company required to be kept under Section 352 of the SFO, or
as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code were as follows:

EAR DB ER
NN E DL
Approximate
percentage of
interest in
our Company

BEHBRERHO
Number and class
of securities

172,049,090 A% AL 17 (L) 54.07%
Shares (L)

2,951,339 & I 1n (L) 0.93%
Shares (L)

6,340,465 B % {7 (L) 1.99%
Shares (L)

6,544,129 & I 17 (L) 2.06%

Shares (L)

Notes:

(@) The letter “L" denotes the Directors’ long positions in the shares of

our Company or the relevant associated corporation.
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2 RZZ-AFRA=TH BBRELERNS043,624BBMOPER
WA P R 8,426,400 R VB E R B %R » |EREDN
578 Green Flourish Limited  Infortune International Limited 100%
125 25 5 Statemicroelectronics International Co., Ltd. 50% #25 ©
HEETALER AR T —NF/SA=TH5EIRGreen Flourish
Limited - Infortune International Limited 2 Statemicroelectronics
International Co., Ltd. #E G #254) 128,656,454 % %15 + 13,965,149
R&AR 1 K2 15,957,463 R AR D RG2S o

(3 RIZE-AFRA=TH  BEEEEN223 48BN HEERE
= BERAIRE1,870,925 I K BIRER TE A R - B TMS A
Cykorp Limited 82 #8#25 « Bt + BE S AR ER Cykorp Limited
F57 #)856,996 IR 15 S R o

(4 RIZE-NFRA=TH - BAFTEERHF,358,0838 0 R AT
54,982, 382l (n BB R ER E A MR ©

(5)  RZF-NAFRNA=TH - BEXEEAERAIREG,544, 129 M5
FERR R s

BREXHEEEN R-Z-NAFAA=1THE HEEF
X/ FARBRSITRA BRAREE 5 RS GPIF352 14
FHNARRBLMACELBRBERETRIMEARRLE
B R PTHA R R RERRBOEE (E& BB S LB RIS
XVER) Befn ~ MR B RE R A R AR SAR -

(2) As at 30 June 2019, Mr. Huang Xueliang was interested in 5,043,624
Shares and was interested in share options to subscribe for 8,426,400
Shares. Mr. Huang also held 100% interest in Green Flourish Limited,
100% interest in Infortune International Limited and 50% interest
in Statemicroelectronics International Co., Ltd. Mr. Huang was
therefore also deemed to be interested in the 128,656,454 Shares,
13,965,149 Shares and 15,957,463 Shares in which Green Flourish
Limited, Infortune International Limited and Statemicroelectronics
International Co., Ltd. had interests respectively as at 30 June 2019.

(3) As at 30 June 2019, Mr. Kwan, Allan Chung-yuen was interested
in 223,418 Shares and was interest in share options to subscribe
for 1,870,925 Shares. Mr. Kwan also held 100% interest in Cykorp
Limited. Mr. Kwan is therefore deemed to be interested in the
856,996 Shares in which Cykorp Limited had interests.

(4) As at 30 June 2019, Mr. Shuai Hongyu was interested in 1,358,083
Shares and was interested in share options to subscribe for 4,982,382
Shares.

(5) As at 30 June 2019, Mr. Loong, Manfred Man-tsun was interested in
share options to subscribe for 6,544,129 Shares.

Save as disclosed above, as at 30 June 2019, none of the
Directors and/or the chief executive of the Company had any
other interests or short positions in the shares, underlying
shares or debentures of the Company or any associated
corporation (within the meaning of Part XV of the SFO) as
recorded in the register of the Company required to be kept
under Section 352 of the SFO or as otherwise notified to the
Company and the Hong Kong Stock Exchange pursuant to the
Model Code.
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INTERESTS OF SUBSTANTIAL
SHAREHOLDERS

As at 30 June 2019, so far as known to the Directors of
the Company, the interests or short positions of substantial
shareholders/other persons (other than Directors and chief
executive of the Company) in the shares and underlying shares
of the Company as recorded in the register of the Company
required to be kept under Section 336 of the SFO were as

BREREE A8

Name of Shareholder

Statemicroelectronics International
Co., Ltd.

REELLD
Mr. Zhu Changhua @

Junjie International Co., Ltd. @

EERES
Mr. Gong Jun @

S0 (FB)REBARAA
Xinxin (Hongkong) Capital Co., Limited @

T8 REBRARW

Xunxin (Shanghai) Investment Co.,Ltd. @

BREXEREXREESROHARAR®
China Integrated Circuit Industry
Investment Fund Co., Ltd. @

follows:

g EEHE

Capacity/nature of interest

EnEAA
Beneficial owner

N NE T OE
Interest in a controlled corporation

EnlEAA
Beneficial owner

N Rl OE
Interest in a controlled corporation

EnlEAA
Beneficial owner

N NE T oE
Interest in a controlled corporation

REEEE S ER
Interest in a controlled corporation
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HEEHERERO
Number and class
of securities

BORETDLL
Approximate
percentage

of shareholding

15,957,463 M1 (L) 5.01%
Shares (L)

22,013,014 80515 (L) 6.92%
Shares (L)

19,140,656 A% A% (L) 6.01%
Shares (L)

19,362,077 BXAL17 (L) 6.08%
Shares (L)

29,999,000 B A& 17 (L) 9.43%
Shares (L)

29,999,000 F& %15 (L) 9.43%
Shares (L)

29,999,000 B A&7 (L) 9.43%

Shares (L)
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FRE\FRE RIS RIF R o

MEBERENR T NFNA=THBEHETRET3,807 K&K N
HIEERRHE o 41 B % % 4 I B R Capital Tower Profits Limited &
Statemicroelectronics International Co., Ltd.¥5 100% 52 50% H) &
#@wo Bt MEEEERZT-NFRNA=ZTHER BN Capital
Tower Profits Limited }z Statemicroelectronics International Co., Ltd.
D RHEE 5,981,744 R AR 1A % 15,957,463 A% A% {7 Fh A A 25 o

BEREERZZ-NFENA=ZTBFEARE221,421RRMDH
BEREHE o =18 % 4 I Junjie International Limited#78 100% &)
o Bt - BEREARZZT-AEANA=ZTBER B unjie
International Limited$3 4 #919,140,656 i i% 15 R #E G #E2S -

BERAMN ARERERELEREESROARAAFASED
(EB)REFRATINI100%EZ - &5 (18)REFRA TN
BHEN (BB REERAFMNI00%ERE - Bt - R=ZT—LF
ANAZTH BREREREEREESROERAFARES (L
) IREARAFESEARERNEN (BB REARRAMFHEN
29,999,000/& i 5 A e ©

B EXFEREEN  R_F-NFRA=1TH  HEEMAL
MERIEEH KRB EEPIE336 G TFHAR R ELMAEL
BARARRRRDBBER DT HEEERIOAR

Notes:

All interests stated are long positions.

Mr. Zhu Changhua held share options to subscribe for 73,807
Shares as at 30 June 2019. Mr. Zhu Changhua also held 100%
interest in Capital Tower Profits Limited and 50% interest in
Statemicroelectronics International Co., Ltd. Mr. Zhu Changhua
was therefore deemed to be interested in the 5,981,744 Shares
and 15,957,463 Shares held by Capital Tower Profits Limited and
Statemicroelectronics International Co., Ltd. respectively as at 30
June 2019.

Mr. Gong Jun held share options to subscribe for 221,421 Shares
as at 30 June 2019. Mr. Gong Jun also held 100% interest in Junjie
International Limited. Mr. Gong Jun was therefore deemed to be
interested in the 19,140,656 Shares held by Junjie International
Limited as at 30 June 2019.

To the best of our Directors’ knowledge, China Integrated Circuit
Industry Investment Fund Co., Ltd. held 100% interest in Xunxin
(Shanghai) Investment Co., Ltd. which in turn held 100% interest in
Xinxin (Hongkong) Capital Co., Limited. Each of China Integrated
Circuit Industry Investment Fund Co., Ltd. and Xunxin (Shanghai)
Investment Co., Ltd. is therefore deemed to be interested in the
29,999,000 Shares held by Xinxin (HongKong) Capital Co., Limited
as at 30 June 2019.

Save as disclosed above, as at 30 June 2019, no other persons

were recorded in the register of the Company required to be

kept under Section 336 of the SFO as having interests or short
positions in the shares or underlying shares of the Company.
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SHARE OPTION SCHEME

Pre-IPO Share Option Scheme

To recognise and acknowledge the contributions made by
certain of its employees, Directors and consultants to the
growth of SMIT Corporation, SMIT Corporation adopted a
share incentive plan on 21 February 2008 (the “2008 Share
Plan”). As part of the reorganisation in preparation for the
listing of the Company, the Company assumed the 2008
Share Plan as the Pre-IPO Share Option Scheme (the “Pre-IPO
Share Option Scheme”) by resolutions in writing of the sole
shareholder passed on 15 September 2015, and assumed
all the rights and obligations under options granted by SMIT
Corporation under the 2008 Share Plan, and all share option
agreements entered into between SMIT Corporation and
the holders of such options, to the extent and effect that all
such share options granted under, and such share option
agreements entered, under the 2008 Share Plan will be valid,
binding and enforceable against the Company in accordance
with their terms, as if such options had been granted by the
Company under the Pre-IPO Share Option Scheme.

No further options were granted under the Pre-IPO Share
Option Scheme on or after the Listing Date.
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ATHEINERR

=T HRARTTEBBRIENFS

ERA
B/ 48
Category/

Name of Grantee

gz

Directors
EZR

Huang Xueliang

(el

Kwan, Allan Chungyuen

e

Shuai Hongyu

Bk
Loong, Manfred Mantsun

BEAL

Connected persons
B2k
Zeng Zhije

A3
Bai Yu

B0
-A-B
RihE
RERAHR
Number of

Share underlying
the options
granted as at

1 January 2019

45718218
1,372,208
131,847
138,067
1,585,138
285,787
200,000
1,182,153
1,800,633
679,022
730,120
590,454

6544129

442,841
73807
73,807

73,807

REAd
Date of Grant

01/09/2010

01/03120m

301092012

01/08/2013

01/09/2010

01/03/2011

05/03/2010

01/09/2010

01/03/2011

30092012

01/08/2013

01/08/2013

01/08/2013

05/03/2010

01/03/2011

31/12/2010

30092012

&8

Exercise Price

05457
USD0.54

1.06%7
USD1.06

06%T
UsD0.62

05657
USD0.56

034ET
USD0.54

10657
UsD1.0

004ET
UsD0.04

034ET
USD0.54

10657
UsD1 0

06257
UsD0.62

056% 7
USD0.56

056% 7
USD0.56

0147
USD0.14

00T
USD0.04

10627
USD1.06

07557
USD0.75

062%T
Usp062

RBEMBRESEBTR_S—NF XA

5RA%
Vesting Date

01092014
010312015
3010912016
010812017
01/09/2014
01/03/2015
05/03/2014
01/09/2014
01/03/2015
30/09/2016
01/1172013
01/08/2017

01/1172013

05/03/2014
01/03/2015
311202014

30/09/2016

Set out below are details of the outstanding options under the
Pre-IPO Share Option Scheme as at 30 June 2019:

B i
AgEOE EEE  EEE BER CEhE

PHmE i fiit# ik AR=TH

Weighted ~ Exercsed  Cancelled Lapsed BAGE

average closing during during during  Outstanding

L price beforethe  thereview  thereview  the review as of
Expiration Date exercise dates period period period 30 June 2019
31/08/2020 - - - - 4578278
01/032021 - - - - 2,312,208
250412022 - 5 - - 131847
3110712023 - - - - 738,067
31/08/2020 - - - - 1,585,138
01032021 - - - - 285,787
15052019 430%T 200,000 - - -

HK$4.30
31/08/2020 - - - - 1,182,153
01032021 - - - - 1,800,633
25/042022 - - - - 679,022
310072023 - - - - 730,120
310072023 - - - - 590,454
310072023 - - - - 6,544,129
151052019 450%T 80 - - -
HK$4.50

011032021 - - - - 13807
301122020 - - - - 13807
250042022 - - - - 13807
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Number of FoKTE i it fixn AR=tA
ARA Share underlying Weighted ~ Exerdsed  Cancelled Lapsed AT
B/ 48 the options average closing during during during  Outstanding
Category/ granted asat HEAE fikE BERS 1 pricebeforethe  thereview  thereview  the review as of
Name of Grantee 1 January 2019 Date of Grant Exercise Price Vesting Date  Expiration Date exercise dates period period period 30 June 2019
Cykorp Limited 442841 05032010 0MET 05032014 15052019 3T6%T 44284 = - -
USD0.04 HK3.76
8 1451052 05/03/2010 00UETT 0500312014 15/05/2019 3917 838,454 E 612,59 -
USD0.04 HK$3.91
Employess
1,221,160 010922010 0545 010912014 31/08/2020 - - - - 1,221,160
USD0.54
1967210 31122010 0ISET 31120014 301272020 - - - - 1967210
UsD0.75
548,781 081012011 07557 0800112015 080172021 - - - - 548,781
USD0.75
548,781 01/032011 OS4ET 0110302015 01/0372021 - - - - 548,781
USD0.54
2,149,936 01032011 10657 01032015 01032021 - - - - 2,149,936
UsD1.06
2,657,057 301092012 08257 300912016 2510412022 - - - - 2,657,057
USD0.62
2,132,024 01/082013 05657 0110812017 3110712023 - - - - 2,132,024
USD0.56
EAERREE 2928420 01/09/2010 0545 0110972014 31/08/2020 - - - - 2928420
(RAERERRER) U3D0.54
Other eligible particioants 819,805 01/03201 10657 01032015 010312021 - - - - 819,805
UsD1.06
(including former
employegs 274390 01/032012 120571 0103201 01/0312022 - - - - 274390
Usp1.21
and consultants)
73806 3010912012 0627 3000912016 2510412022 - - - - 73806
USD0.62
119,395 01/03/2013 082 010312017 01/032023 - - - - 119,395
USD0.62
2,142 0110812013 05657 0110812017 310072023 - - - - 0,14
USD0.56
274390 01/0312014 0HET 01032018 01/03/2024 - - - - 274,390
UsDo 41
B Totl 40,319,288 41ET 1,924,136 - 612598 37,782,554
HK$4.12
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(1 RZZ-AFRA=Z1+H BEEEERRBEERRBENER
RERTEIR T RIE S 31,870,925 AR OB A h B AR o

2) Cykorp Limited A ERTELEHE ©

REREH - AARRAKEBBESE ATEERAFRHEER
BREMEITA 1,924,136 ) - RERBERAFRBER
BRERITERE B RO IR ERA 128 7T

REES - BEERAMEENERERET -

REEH - §2£612,5980 B R AFREERBREREEIR
51285 55 A B AR AT B RO 8RR K -

B EXATIREEESN - NEEH  SEEME R REEMEKR
REYETTRE ~ SRR -

RZZF—AEXA=Z+H  REBXAFAESATBERESS
R EEIRRERT S R EITIEINR D BB B37,782,554 (% %
5 TENTERKRG014ETEERBMDI1.21ETHNEE
HEBITE - HERARATR-ZE—NENA=+EERTR
RHI11.87% ©

Notes:

(1) As at 30 June 2019, Mr. Kwan, Allan Chung-yuen was interested in
share options granted under the Pre-IPO Share Option Scheme to
subscribe for a total of 1,870,925 Shares.

(2) Cykorp Limited is wholly owned by Mr. Kwan, Allan Chung-yuen.

During the Review Period, a total number of 1,924,136 Shares
were issued by the Company upon exercise of Pre-IPO Share
Options by optionholders of the Group. The weighted average
closing price of the Shares immediately before the date on
which the Pre-IPO Share Options were exercised is HK$4.12.

During the review period, none of the Pre-IPO Share Options
were cancelled.

During the review period, a total number of 612,598 Pre-IPO
Share Options had lapsed in accordance with the terms of the
Pre-IPO Share Option Scheme.

Save as disclosed above, no other Pre-IPO Share Options were
exercised, cancelled or lapsed during the Review Period.

The number of outstanding Shares subject to the options
granted under the Pre-IPO Share Option Scheme as at 30 June
2019 was 37,782,554 Shares, exercisable at the respective
exercise price between US$0.14 per Share and US$1.21 per
Share, representing approximately 11.87% of the issued share
capital of the Company as at 30 June 2019.
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MERRZ S °
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SALES TO CUSTOMERS LOCATED
IN JURISDICTIONS SUBJECT TO
INTERNATIONAL SANCTIONS

During the period ended 30 June 2019, the Group had CAM
sales to customers located in Russia, which accounted for 7.3%
of the Group's total revenue for the period ended 30 June
2019, as well as CAM sales to customers located in the Balkans
and Ukraine, which accounted for 9.6% of the Group's total
revenue for the period ended 30 June 2019. During the period
ended 30 June 2019, the Group had no sales to Belarus, Egypt
and Lebanon. The percentage of revenue contribution from
relevant customers located in the countries or territories which
are targeted with certain economic sanctions under the laws
of the United States, the European Union, the United Nations
and Australia (the “Sanctioned Countries”) in the period ended
30 June 2019 has increased as compared to those in the
corresponding period in 2018.

In the second half of 2019, the Group is expected to continue
its sales to customers located in Russia, Ukraine and the Balkans
and sales in the areas are expected to be relatively stable. The
Group also expects its sales to customers located in Egypt,
Lebanon and Belarus to remain zero or immaterial. During
the period ended 30 June 2019, the Group did not, and has
no present or future intention to, enter into any transactions
in the Sanctioned Countries or with certain person(s) and
entity(ies) listed on OFAC's sanctions lists including the
Specially Designated Nationals and Blocked Persons List or
other restricted parties lists maintained by the United States,
the European Union, the United Nations or Australia (the
“Sanctioned Persons”) that the Group believes would put
the Group or its investors at risk of violating international
sanctions or becoming the target of sanction-related laws
and regulations in the United States, the European Union, the
United Nations and Australia (the “International Sanctions”).
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(i) ARERBETEELEEXGIHMER KBS HIEA LR
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MEREZEERAVER  FEEHRBEBRBRHESE
BAEEFENEER RSN B EAEBERR

HEBEARER BE_FT-NFRNA=ZTHLY
M EREER 8 W EERAKERRARSEINE
B il A R B R B (o I B LB -

To continuously monitor and evaluate the Group’s business
and take measures to comply with the Group’s continuing
undertakings to the Stock Exchange as disclosed in the
Prospectus, and to protect the interests of the Group and the
Shareholders, the Group undertook the following measures
and efforts to monitor and evaluate its business activities in
connection with possible International Sanctions risks for the
six months ended 30 June 2019:

(i) the Group has set up a risk management committee,
comprising the Group's senior management, whose
responsibilities include, among others, monitoring the
Group's exposure to sanctions risks and export controls
and the Group's implementation of the related internal
control procedures;

(i) the Group evaluated sanctions risks prior to determining
whether it should embark on any business opportunities
in the Sanctioned Countries and with Sanctioned
Persons. The Group's senior management had conducted
relevant customer due diligence without limitation to
identity and background of customers and their principal
business activities and check such information against
the relevant lists of Sanctioned Countries and Sanctioned
Persons to identify any possible exposure to sanctions
risks; and

(i) the risk management committee continuously monitored
the Group’s exposure to sanctions risks and the Group
would, as and when the risk management committee
considers it necessary, retain an external International
Sanctions legal adviser with necessary expertise and
experience in International Sanctions matters for
providing recommendations and advice. During the
period ended 30 June 2019, the risk management
committee did not discover any exposure to sanctions
risks by the Group which it considered necessary for the
Group to retain an external International Sanctions legal
adviser.
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The Directors are of the view that such risk management
measures and efforts provided a reasonably adequate and
effective framework to assist the Group in identifying and
monitoring any material International Sanctions risk so as to
protect the interests of the Company and its Shareholders as a
whole.

COMPLIANCE WITH CORPORATE
GOVERNANCE CODE

The Company has adopted the Corporate Governance Code
and Corporate Governance Report (the “CG Code”) contained
in Appendix 14 to the Listing Rules as its own code of
corporate governance since the listing of the Company’s shares
on 30 March 2016. The Company has complied with the code
provisions of the CG Code set out therein except for the code
provision A.2.1 of the CG Code throughout the six months
ended 30 June 2019.

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. 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's rich experience and established market
reputation in the industry, and the importance of Mr. Huang
Xueliang in the strategic development of the Group. The
Board believes that the dual role arrangement provides strong
and consistent market leadership and is critical for efficient
business planning and management of the Group. As all major
decisions are made after the consultation with the members
of the Board, and there are three independent non-executive
Directors on 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 2019.

REVIEW OF INTERIM RESULTS

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

By order of the Board
SMIT Holdings Limited
Huang Xueliang

Chairman

Hong Kong, 16 August 2019
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TO THE BOARD OF DIRECTORS OF SMIT HOLDINGS
LIMITED
(incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial information set
out on pages 32 to 84, which comprises the condensed
consolidated statement of financial position of SMIT Holdings
Limited (the “Company”) and its subsidiaries (together, the
"Group”) as at 30 June 2019 and the condensed consolidated
income statement, the condensed consolidated statement of
comprehensive income, the condensed consolidated statement
of changes in equity and the condensed consolidated statement
of cash flows for the six months then ended, and a summary
of significant accounting policies and other explanatory notes.
The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited require the preparation of a
report on interim financial information to be in compliance with
the relevant provisions thereof and Hong Kong Accounting
Standard 34 “Interim Financial Reporting” issued by the Hong
Kong Institute of Certified Public Accountants. The directors
of the Company are responsible for the preparation and
presentation of this interim financial information in accordance
with Hong Kong Accounting Standard 34 “Interim Financial
Reporting”. Our responsibility is to express a conclusion on this
interim financial information based on our review and to report
our conclusion solely to you, as a body, in accordance with our
agreed terms of engagement and for no other purpose. We
do not assume responsibility towards or accept liability to any
other person for the contents of this report.

SCOPE OF REVIEW

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

RBREMOEFN - BAUEZRREMEE  SEMBEEEEE Based on our review, nothing has come to our attention that

WP BERREESEA T ERBEES G EAE345% causes us to believe that the interim financial information

[ ERRA 5 R e | 4 o of the Group is not prepared, in all material respects, in
accordance with Hong Kong Accounting Standard 34 “Interim
Financial Reporting”.

BERKEBETHAI SRR PricewaterhouseCoopers

BESETAD Certified Public Accountants

/B ZE-NENATRH Hong Kong, 16 August 2019
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B AR S M BRI &
CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R=ZZ—AFNA=1H Asat30June 2019

REGER KR
Unaudited Audited
ZSHISLIER T H= 5 B
—E-NF —E-N\F
30 June 31 December
2019 2018
ks ET ET
Note UsD usp
BE ASSETS
FREBEE Non-current assets
W - BB RZE Property, plant and equipment 8 1,845,118 1,735,894
FRAEEE Right-of-use assets 2.3 1,098,381 -
HhmpEeE Other intangible assets 8 4,821,810 5,053,319
EES Goodwill 22,141,488 22,151,954
Hoth jE W R IE R B FRIE Other receivables and prepayments 9 694,432 41,750
FREREAERNIRE Investment accounted for using
the equity method 17 765,963 -
BRBREAFEARNS R Financial assets at fair value through
BE profit or loss 10 19,482,147 18,246,807
FRIEFTIS T EE Deferred income tax assets 3,089,309 2,770,689
53,938,648 50,000,413
REBEE Current assets
78 Inventories 9,403,628 9,981,613
B 5 REMBEYFIERTANFKIE  Trade and other receivables and
prepayments 9 10,695,218 20,836,355
BIREE RSy Income tax recoverable 119,630 138,006
2R HIERITIF X Restricted bank deposits 6,200,000 5,000,000
RekReEEY Cash and cash equivalents 68,002,156 54,962,324
94,420,632 90,918,298
BEE Total assets 148,359,280 140,918,711
EERkEE EQUITY AND LIABILITIES
S Equity
AR AR Share capital 11 6,364 6,326
1D B Share premium 11 101,505,766 100,982,947
S OHE R Merger reserve (48,810,141) (48,810,141)
VARR 19 A LB ) 9 5K R 4 Share-based payment reserve 16,113,543 16,955,752
VETE R Statutory reserve 4,913,464 4,913,464
RE B Retained earnings 35,277,094 37,866,410
B Capital reserve 1,212,543 1,212,543
P H A Exchange reserve (1,153,419) (1,108,347)
RAREE ANELERRHE Capital and reserves attributable to
owners of the Company 109,065,214 112,018,954
FEFE IR = Non-controlling interests 227,967 240,480
MRS Total equity 109,293,181 112,259,434

FREATR4E INTERIM REPORT 2019
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R=ZZ—NFNA=1H Asat30June 2019

RECET AT
Unaudited Audited
RASTE eyl
—E-NEF —ET-NF
30 June 31 December
2019 2018
ihE=s ET ZET
Note UsD Usb
a& LIABILITIES
FRBEE Non-current liabilities
HEaE Lease liabilities 2.3 684,598 -
H e 5R0E Other payable 13 46,692 1,507,404
EIEUA Deferred income 14 7,421,415 6,568,365
BLEHRIBAE Deferred tax liabilities 669,510 692,730
8,822,215 8,768,499
REAE Current liabilities
SN FIA Trade payables 12 4,560,152 4,089,422
FEETE B R E A R RUE Accruals and other payables 13 5,003,468 5,048,584
EHa’E Contract liabilities 800,348 740,720
IRITIEK Bank borrowings 16 6,200,000 5,335,126
EIEUA Deferred income 14 13,242,028 4,669,282
HEaE Lease liabilities 2.3 437,888 -
FERTFRSHE Income tax payable = 7,644
30,243,884 19,890,778
HweE Total liabilities 39,066,099 28,659,277
HERRAE Total equity and liabilities 148,359,280 140,918,711
i pSRRAR A B RS A R R B B AR AN s — FRIEE o The above condensed consolidated statement of financial

position should be read in conjunction with the accompanying

notes.
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CONDENSED CONSOLIDATED INCOME STATEMENT

HEZZ—NFA=1THIEA For the six months ended 30 June 2019

REEET
Unaudited
BZZAHENER
Six months ended
~A=1+H NA=1H
—E-NE —ZT-N\F
30 June 30 June
2019 2018
Mk ES ESm
Note UsD usp
Wz Revenue 6 17,583,715 27,836,777
HEKAR Cost of sales 15 (10,441,701) (19,858,127)
EX Gross profit 7.142,014 7,978,650
Hfth 5185 58 Other losses, net (179,964) (235,320)
HAb A Other income 1,296,416 540,672
e X Research and development expenses 15 (4,357,243) (3,963,280)
HERDHEAY Selling and distribution expenses 15 (1,885,746) (1,537,641)
—REITHAX General and administrative expenses 15 (5,278,612) (4,046,572)
SREEREFEISR Net impairment losses on financial assets 15 (16,869) (177,015)
BREEFER Operating loss (3,280,004) (1,440,506)
& WA Finance income 489,362 558,294
ELE %N Finance costs (120,735) -
BEUWA - FEE Finance income, net 368,627 558,294
DR E AREREABRMEEZ R F]  Share of net loss of an associate accounted
FEE for using the equity method 17 (47,902) -
BRAETEHAIE R Loss before income tax (2,959,279) (882,212)
FriSHiiE & Income tax credit 18 355,919 13,445
HAEE Loss for the period (2,603,360) (868,767)
DT EEEMEE Loss is attributable to:
ZIN/NEIE FEWN Owners of the Company (2,589,316) (868,767)
FEFE AR HE 2 Non-controlling interests (14,044) -
(2,603,360) (868,767)
BN R B HEE AFE(REAREIE  Loss per share attributable to owners of the
(AgRETERT) Company for the period (expressed in
USD per share)
TREREE Basic loss per share 20 (0.007) (0.003)
S #EEE Diluted loss per share 20 (0.007) (0.003)
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

HE-Z—hF/NA=FHIE/~EA For the six months ended 30 June 2019

RGBT
Unaudited
BEZAHLEREAR
Six months ended

ANA=+H ~A=+H

—E-hF ZE—N\F
30 June 30 June
2019 2018
B 5T ET En
Note Usb usb
HMAEER Loss for the period (2,603,360) (868,767)
Hitp 2 HEEE Other comprehensive loss
BERGEEN 72 Bm A  Item that may be reclassified subsequently
to profit or loss
DE 34 2 5R Translation differences (43,541) (972,776)
HREHERAE Total comprehensive loss for the period (2,646,901) (1,841,543)
BT & IE FE4h Attributable to:
IN/NEIE FEWN Owners of the Company (2,634,388) (1,841,543)
IR i Non-controlling interests (12,513) -
(2,646,901) (1,841,543)
T ERRARE R E W R /B ABRA T — (T BIE - The above condensed consolidated statement of

comprehensive income should be read in conjunction with the
accompanying notes.
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HE-Z—hF/NA=FHIE/EAR For the six months ended 30 June 2019

FEEH
Unaudited
RATRRARL
Attributable to owners of the Company
HEfAER
Br o RBEE  ABER NHREE  GERE  BARE EXRE  ReEd BE fERRE AR
Share-hased Non-
Share Share  Merger  payment  Statutory  Capital  Exchange Retained controlling Total

Gapital  premium  reserve  reseve  reserve  reseve  reseve  eamings Total interests equity
Usp Usp Usp Usp Usp Usp sp sp sp usp Usp

BEZE-AEARCTALAER  Forthe six months ended 30 June 2019

R5-NE-F-Bigs Balance at 1 January 2019 6326 100982047 (48.810,141) 16955752 4913464 1212543  (1108347) 3706410 112018954 240480 112,259,434
e Comprehensive income
EnER Loss for the period - - - - - - - (2589316) (25893160 (14,044) (2,603,360)
ELzE Translaton diffeences - - - - - - W) - W5 150 (B354)
Bh2fERLs Total comprehensive loss for the period - - - - - - (s07) (2589316) (2634388 (12513)  (2.646901)
SEEARA Transactions with owners
A EERNEY Shre-hased compensation - - - 7618 - - 2 - 7618 = 7618
e Bercis of share options B W3 - () 5 - - - e - e
HIS-NERFAZS-NELNA  Dividends relating to 2018 pid n May 2019

ke - (dsdm) - - - - - - (405419) - (d05414)
SREANRS ERREERZ  Transaction with owners recognised directly

in equity ¥ 5819 - (802,09 - - - - (3193%) - (3193%)

RoE-REAR=TRNLR Balance at 30 June 2019 6,364 101505760 (48.810,141) 16,113,543 4913464 1212543  (1153419) 35217004 109065214 227967 109,203,181
P ESARAR A RS B R /B EAB AN s — F R EE - The above condensed consolidated statement of changes in

equity should be read in conjunction with the accompanying
notes.
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HE-Z—hF/NA=FHIE/~EA For the six months ended 30 June 2019

AEET
Unaudited
LG PN 1
Attributable to owners of the Company
IR BER
Bx RAEE AfiRE ONREE  EERE  AARE  EXBE  REEW a%
Share-based
Share Share Merger payment  Statutory Capital ~ Exchange  Retained Total
capital - premium reserve reserve reserve reserve reserve  eamings equity
£ 1 E AT 1 9 7 E9A £
usp usb usb usp usp usb Usb usp usp
BZ-Z-N\EAB=THL For the six months ended 30 June 2018
~MEA
RZE-\E—A—-ANEH  Balance at 1 January 2018 6,140 98,362,681 (48,810,141) 19,401,056 4913464 1212543 2,697,170 36,548,676 114,331,589
2ENE Comprehensive income
HNER Loss for the period - - - - - - - (868,767)  (868,767)
EREE Translation differences - - - - - - (972,776) - (972,776)
BNREFELE Total comprehensive loss
for the period - - - - - - (972,776)  (868,767) (1,841,543)
HEEANR A Transactions with owners
W BEREEH Share-based compensation - - - 187 - - - - 187
lERERE Exercise of share options 166 2,920,972 - (2,003,824) . - - - 917314
RZZ-N\E/A4 Dividends relating to 2017 paid
“E-LERAHRE in June 2018 - (802,533 - - - - - - (802,533
SEEANRE EENESR  Transaction with owners, recognised
¥2 directly in equity 166 2,118439 - (2,003637) - - - - 114,968
RZB-NEAAZTEH  Balance at 30 June 2018
i 6,306 100,481,120 (48,810,141) 17,397419 4913464 1212543 1724394 35,679,909 112,605,014

BRAMABME—GRE

The above condensed consolidated statement of changes in

equity should be read in conjunction with the accompanying

notes.

FREATRZ INTERIM REPORT 2019
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BHGERESRER
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

HEZZ—NFA=1THIEA For the six months ended 30 June 2019

REET
Unaudited
BEZAHLE<AEA
Six months ended
~B=+H NAZ=ZTH
—E-hF ZE-N\F
30 June 30 June
2019 2018
B 5T ET Em
Note Usb usb
RETEEHMEBRERE Cash flows from operating activities
wEEBAE (A Be Cash generated from/(used in) operations 16,446,027 (11,904,185)
BENFE Interest paid (95,000) -
RE(BAT) Friest Income tax refund/(paid) 1,124 (1,018,036)
KEEBAMGE (R BE Net cash generated from/(used in)
il operating activities 16,352,151 (12,922,221)
RETEHMEBRERE Cash flows from investing activities
BEME  BFE L& Purchase of property,
plant and equipment 8 (724,094) (35,261)
LEWE - WERREME Proceeds from sale of property,

FIE plant and equipment 311,674 221
%E\Eﬁﬂﬁﬂféﬁ Purchase of other intangible assets 8 = (12,134)
Ui — BB A Payment for acquisition of an associate 17 (810,239) -
kg SR TWWEXQ Decrease in short-term bank deposits = 1,765,726
SZPR HI SR 7T 17 K38 N Increase in restricted bank deposits (1,200,000) -
BEEBRERZATFEAR Purchase of financial assets at fair value

MerEE through profit or loss (1,466,964) (5,022,700)
EREBERENTEMNZRIEEI  Increase in prepayment on a potential

investment - (1,000,000)
BB A Interest income received 489,362 508,807
BREERMARSFRE Net cash used in investing activities (3,400,261) (3,795,341)
METHMEBRESRE Cash flows from financing activities
TR Payment for dividend 19 (405,414) (802,533)
TR Exercise of share options 11 78,444 917,314
RITERPTS IR Proceeds from bank borrowings 1,200,000 -
BEERITER Repayment of bank borrowings (332,166) -
MENROERS IS Principal elements of lease payments (78,662) -
BB EBAERFE Net cash generated from
financing activities 462,202 114,781
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BHGAERERER
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

HE-Z—hF/NA=FHIE/~EA For the six months ended 30 June 2019

RECEST
Unaudited
BZZAHIENER
Six months ended
AE=+E  AA=TH
—E-NE —F—-)N\F
30 June 30 June
2019 2018
M ES ES
Note UsD uspD
HERBESZE/YWEM,OGEL) Net increase/(decrease) in cash and
o2 C] cash equivalents 13,414,092 (16,602,781)
R—A—BHNBRERELZEEY Cash and cash equivalents at 1 January 54,962,324 84,100,969
IEERSENTE Effect of foreign exchange rate changes (374,260) (210,101)
MRAA=ZTHEWESEREELE  Cash and cash equivalents at 30 June
B 68,002,156 67,288,087
iSRS A RS RE R AR T —FEE - The above condensed consolidated statement of cash flows

should be read in conjunction with the accompanying notes.
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GENERAL INFORMATION

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

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

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

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

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

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

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

This condensed consolidated interim financial
information has not been audited.
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mBEER EETBUR

BE_ZT-NFRA=THIEREANBRGS M
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BASIS OF PREPARATION AND
ACCOUNTING POLICIES

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

The condensed consolidated interim financial information
does not include all the notes of the type normally
included in the annual financial statements. Accordingly,
this condensed consolidated interim financial information
should be read in conjunction with the annual financial
statements for the year ended 31 December 2018,
which have been prepared in accordance with Hong
Kong Financial Reporting Standards (“HKFRS"), and any
public announcements made by the Company during the
interim reporting period.

The accounting policies applied are consistent with those
of the annual financial statements for the year ended 31
December 2018, as described in those annual financial
statements, except for the estimation of income tax
using the tax rate that would be applicable to expected
total annual earnings, accounting policies not described
in the annual financial statements for the year ended 31
December 2018, and the adoption of new and amended
standards effective for the financial year ending 31
December 2019 as described below.

FRERTRE INTERIM REPORT 2019  EAfHIZRREBRA R SMIT HOLDINGS LIMITED
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EIMIZRAR AT SMIT HOLDINGS LIMITED

2 BASIS OF PREPARATION AND
ACCOUNTING POLICIES (Continued)

2.1

Accounting policies not described in the

annual financial statements for the year
ended 31 December 2018

(@) Principles of equity accounting

(i)

(i)

Associates

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

Equity method

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

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

2.1

2.2

2.3

AR HEAERE INTERIM REPORT 2019

Accounting policies not described in the
annual financial statements for the year
ended 31 December 2018 (Continued)

(@) Principles of equity accounting
(Continued)

(i)  Equity method (Continued)

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

New and amended standards adopted by the
Group

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

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

Changes in accounting policies

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

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

EMZERARAST SMIT HOLDINGS LIMITED
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2 BASIS OF PREPARATION AND
ACCOUNTING POLICIES (Continued)

2.3 Changes in accounting policies (Continued)

(a)

Adjustments recognised on adoption of
HKFRS 16

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

—E-hF
2019
ET
UsD
RZZE—NF+-A=+—HBHHE Operating lease commitments disclosed
AT & TH E AR as at 31 December 2018 2,587,721
FRAABAREXNERABYNEE  Impact of discounting using the lessee’s
BN ETIR N E incremental borrowing rate of at the date of
initial application (2,205)
REREERRBFXNENEE Short-term leases recognised on a straight-line
basis as expense (792,158)
R R B ET TRBRIEEAA  Adjustments as a result of a different
FE treatment of termination options (1,726,353)
R-ZZE—NF—-B—AEAWEE Lease liability recognised
=R as at 1 January 2019 67,005
Al Representing:
mEE D Current portion 41,836
IETRENEL Non-current portion 25,169
67,005

EIMIZRAR AT SMIT HOLDINGS LIMITED
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2

BASIS OF PREPARATION AND
ACCOUNTING POLICIES (Continued)

2.3 Changes in accounting policies (Continued)

(a)

FREATRZ INTERIM REPORT 2019

Adjustments recognised on adoption of
HKFRS 16 (Continued)

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

The change in accounting policy affected
the following items in the condensed
consolidated statement of financial position
on 1 January 2019:

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

o lease liabilities — increase by
UsD67,005

EMZERARAST SMIT HOLDINGS LIMITED
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2

BASIS OF PREPARATION AND
ACCOUNTING POLICIES (Continued)

2.3 Changes in accounting policies (Continued)

(@) Adjustments recognised on adoption of
HKFRS 16 (Continued)

(i)

Practical expedients applied

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

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

° reliance on previous
assessments on whether leases
are onerous;

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

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

o the use of hindsight in
determining the lease term
where the contract contains
options to extend or terminate
the lease.
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2

BASIS OF PREPARATION AND
ACCOUNTING POLICIES (Continued)

2.3 Changes in accounting policies (Continued)

(a)

(b)

AR HEAERE INTERIM REPORT 2019

Adjustments recognised on adoption of
HKFRS 16 (Continued)

(i) Practical expedients applied
(Continued)

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

Instead, for

Lease”.

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

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

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

EMZERARAST SMIT HOLDINGS LIMITED
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2

BASIS OF PREPARATION AND
ACCOUNTING POLICIES (Continued)

2.3 Changes in accounting policies (Continued)

(b)

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

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

Assets and liabilities arising from a lease are
initially measured on a present value basis.
Lease liabilities of the Group include the net
present value of the fixed lease payments
(including in-substance fixed payments), less
any lease incentives receivable.

The lease payments are discounted using
the interest rate implicit in the lease. If that
rate cannot be determined, the lessee’s
incremental borrowing rate is used, being
the rate that the lessee would have to pay
to borrow the funds necessary to obtain an
asset of similar value in a similar economic
environment with similar terms and
conditions.
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2

BASIS OF PREPARATION AND
ACCOUNTING POLICIES (Continued)

2.3 Changes in accounting policies (Continued)

(b)

AR HEAERE INTERIM REPORT 2019

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

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

. the amount of the initial measurement
of lease liability;

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

° any initial direct costs; and

° restoration costs.

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

(i) Termination options

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

3.1

3.2

3.3

Financial risk factors

The Group’s activities expose it to a variety of
financial risks: market risk (including foreign
exchange risk and cash flow and fair value interest
rate risk), credit risk, and liquidity risk.

The condensed consolidated interim financial
information do not include all financial risk
management information and disclosures required
in the annual financial statements, and should
be read in conjunction with the Group’s annual
financial statements as at 31 December 2018.

There have been no changes in risk management
policies since year end.

Liquidity risk

Compared to year end, there was no material
change in the contractual undiscounted cash out
flows for financial liabilities.

Fair value estimation

The Group manages its capital structure and
makes adjustments to it in light of changes in
economic conditions. To maintain or adjust
the capital structure, the Group may adjust the
dividend payment to shareholders, return capital
to shareholders or issue new shares. No changes
were made in the objectives, policies or processes
for managing capital during the six months ended
30 June 2019.

The carrying values of the Group’s current financial
assets, including trade and other receivables,
short-term bank deposits and cash and cash
equivalents, and current financial liabilities,
including trade and other payables and accruals,
lease liabilities and bank borrowings approximate
their fair values due to their short maturities. The
carrying amounts of non-current trade and other
receivables approximate their fair values which are
estimated based on the discounted cash flows.
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FINANCIAL RISK MANAGEMENT
(Continued)

3.3 Fair value estimation (Continued)

(a) Fair value hierarchy

The table below analyses financial
instruments carried at fair value, by valuation
method. The different levels have been
defined as follows:

° Quoted prices (unadjusted) in active
markets for identical assets or
liabilities (level 1).

° Inputs other than quoted prices
included within level 1 that are
observable for the asset or liability,
either directly (that is, as prices) or
indirectly (that is, derived from prices)
(level 2).

° Inputs for the asset or liability that are

not based on observable market data
(that is, unobservable inputs) (level 3).
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FINANCIAL RISK MANAGEMENT
(Continued)

3.3 Fair value estimation (Continued)
(a) Fair value hierarchy (Continued)

The following table presents the Group's
financial assets and liabilities that are
measured at fair value at 30 June 2019 and
31 December 2018.

R E2MR E34% et
Level 1 Level 2 Level 3 Total
ET ET ET ET
UsD UsD UsD UsD

R=-ZZE—NEXA As at 30 June 2019
=18 CGREHFE) (unaudited)

BE Assets
FEiBEEEAFEAR Financial assets at fair value
e BEE through profit or loss - - 19,482,147 19,482,147
BE Liability
FERTSRARAE Contingent consideration
payable - - (1,559,346) (1,559,346)

RZZ2E—N\HE+=H As at 31 December 2018
=+ —H (8EF) (audited)

BE Assets
BBIEFIRAFEAR Financial assets at fair value
RS E through profit or loss - — 18,246,807 18,246,807
=5 Liability
FENTSRAKAE Contingent consideration
payable - - (1,507,404) (1,507,404)

HRNZE 1AL « B2 EAEE 340 v MMt e o

HIRGED A EEL MR -
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There were no transfers between Levels 1, 2
and 3 during the period.

There were no other changes in valuation
techniques during the period.
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FINANCIAL RISK MANAGEMENT
(Continued)

3.3 Fair value estimation (Continued)

(b) Valuation techniques used to determine
fair values

Specific valuation techniques used to value
financial instruments carried at fair value
include:

° The Group has determined that
the reported net asset values of
the unlisted fund and the unlisted
equity security acquired in May 2017
represent their respective fair values at
the end of reporting period.

o The fair value of an investment in
unlisted equity security made in June
2019 is determined using discounted
cash flow analysis.

o The fair values of other investments
in unlisted equity securities are
determined using comparable recent
arm’s length transactions.
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FINANCIAL RISK MANAGEMENT
(Continued)

3.3 Fair value estimation (Continued)

() Fair value measurements using
significant unobservable inputs (Level 3)

The following table presents the changes in
level 3 instruments for the six months ended
30 June 2019 and 2018:

RBET
Unaudited
EREBERE
AFEARN EARANRE
SREE (BRF=E())
Financial assets Contingent
at fair value consideration
through profit payable
or loss (Note (i))
ET ET
UsD UsbD
R=-Z—N\FE—H—H Opening balance at 1 January 2018
EEERIFeS-2S 3,808,986 -
HRAE Additions for the period 5,022,700 -
REBEGAE2EUZIEER  Losses recognised in condensed consolidated
R EE statement of comprehensive income (177,803) -
BimE = Currency translation difference (25,406) -
R=ZZB—-N\FXA Closing balance at 30 June 2018
=+ HWHIREER 8,628,477 -
R=—Z—AF—HB—H Opening balance at 1 January 2019
HOER ) A5 BR 18,246,807 (1,507,404)
HRE Additions for the period 7,066,964 -~
ilalieg— Disposal for the period (5,600,000) -
RERRLRE2EMEER  Losses recognised in condensed consolidated
R EE statement of comprehensive income (214,396) (51,943)
BEmE =R Currency translation difference (17,228) -
R=-Z—-hAFXA Closing balance at 30 June 2019
=+ BENBRER 19,482,147 (1,559,347)
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FINANCIAL RISK MANAGEMENT
(Continued)

3.3

Fair value estimation (Continued)

(9]

FREATRZ INTERIM REPORT 2019

Fair value measurements using
significant unobservable inputs (Level 3)
(Continued)

Of the total losses recognised in profit or
loss during the six months ended 30 June
2019 and 2018, all amounts are attributable
to the change in unrealised losses relating to
those assets held at the end of the reporting
period.

Note:

(i) The fair value of contingent consideration
payable related to the acquisition of S2C Tech
Inc. (a subsidiary of the Company) and its
subsidiaries (collectively “S2C Group”) was
estimated by applying income approach which
considered the probability that S2C Group
could achieve the financial performance
target. The key unobservable assumption
in the calculation is the 85% probability to
achieve the performance target.

EMZERARAST SMIT HOLDINGS LIMITED
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3 UBEREE@® 3 FINANCIAL RISK MANAGEMENT
(Continued)
33 AFEMGE (@) 3.3 Fair value estimation (Continued)
() FEREXTITHEBABBHNATLEFTE () Fair value measurements using
(B384 (B) significant unobservable inputs (Level 3)
(Continued)
ME_ESCHIREG) P R M S A EBRTE6R Except for the measurement of the
Sh - TR BEAREIRAFEFTED contingent consideration payable which is
FATABREABENE(LER disclosed in Note (i) above, the following
table summarises the quantitative
information about the significant
unobservable inputs used in level 3 fair value
measurements:
R=Z—-hF
NA=+H
ERid) ZAFE HEFE
Fair value at
Description 30 June 2019 Valuation technique
E
UsD
RZZE—tF R AURENIE EHRARES (H5E10(0)) & EFE (FIEEG)
Unlisted equity security acquired in May 2017 — Net asset value (Note (i)
(Note 10(b))
JEFmES (H7E10(a)) & EFE (MIEE)
Unlisted fund (Note 10(a)) 1,187,599 Net asset value (Note (i)
RZE-NFZARENIE EMRAFES (H5E10(0) SBPABA LR A TR S (M)
Unlisted equity security acquired in February 2018 2,909,218 Reference with comparable recent
(Note 10(c)) arm'’s length transactions (Note (ii))
REZFB—NFRARENIE EHRARES (HFE10(d) LRI e M E (FIEEI))
Unlisted equity security acquired in June 2019 5,635,604 Discounted cash flow (Note (iii))
(Note 10(d))
RZZT—NF+— AKERIE ETRARE 5 SEPAMA LR ATR S (M)
(MIEE10(e))
Unlisted equity security acquired in November 2018 8,295,117 Reference with comparable recent
(Note 10(e)) arm'’s length transactions (Note (ii))
REZZE-NFHARENIE EHRAZ S (HF10(f) ZENLAA LR AT RS (M)
Unlisted equity security acquired in May 2019 1,454,609 Reference with comparable recent
(Note 10(f)) arm’s length transactions (Note (ii))
19,482,147
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FINANCIAL RISK MANAGEMENT
(Continued)

3.3 Fair value estimation (Continued)

() Fair value measurements using
significant unobservable inputs (Level 3)
(Continued)

Notes:

(i) The Group has determined that the reported
net asset value approximates the fair value
of the unlisted fund and the unlisted equity
security acquired in May 2017 at the end of
the reporting period.

(ii) The Group has determined that prices in
comparable recent arm’s length transactions
approximate the fair values of these unlisted
equity securities at the end of the reporting
period.

(iii) The Group has determined the fair value
of the investment using discounted cash
flow model with the major unobservable
inputs being pre-tax discount rate of 20%,
compound annual growth rate in revenue
of 47% and terminal growth rate of 5%. If
the discount rate shifted downward by 1%,
the post-tax loss would be approximately
USD326,000 lower. The higher the pre-tax
discount rate, the lower the fair value and the
higher post-tax loss. If the compound annual
growth rate in revenue shifted downward by
3%, the post-tax loss would be approximately
USD1,548,000 higher. The higher the
compound annual growth rate in revenue, the
higher the fair value and the lower post-tax
loss.
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CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS

The preparation of interim financial information requires
management to make judgements, estimates and
assumptions that affect the application of accounting
policies and the reported amounts of assets and
liabilities, income and expense. Actual results may differ
from these estimates.

In preparing this condensed consolidated interim
financial information, the significant judgements made
by management in applying the Group’s accounting
policies and the key sources of estimation uncertainty
were the same as those that applied to the consolidated
financial statements for the year ended 31 December
2018.

SEGMENT INFORMATION

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

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

CAM and 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.

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

EDA - Development and application of full process
electronic design automation system for chip design.
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SEGMENT INFORMATION (Continued)

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

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

During the six months ended 30 June 2019, the CODM
assessed the performance of the Group based on a
measure of segment results using adjusted operating
loss of the operating segments, as opposed to the use
of gross profit of the operating segments to measure
segment results for the six months ended 30 June
2018, 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.

Segment assets consist primarily of goodwill, other
intangible assets, inventories and trade and other
receivables and prepayments but exclude deferred
income tax assets, property, plant and equipment,
right-of-use assets, income tax recoverable, cash and
cash equivalents, short-term bank deposits, restricted
bank deposit, financial assets at fair value through
profit or loss, investment accounted for using the equity
method and corporate and unallocated assets.
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5 ZHEBER @) 5 SEGMENT INFORMATION (Continued)
HOMEBEERNERTEEKE  REUERTETH Information relating to segment liabilities is not disclosed
MEELEREARSE © as such information is not regularly reported to the

CODM.
HihmEZE@ERRARENERF 27X EARRERN Other information provided to the CODM is measured
ORGSR BERPIRAE B - in a manner consistent with that as adopted for the

condensed consolidated interim financial information
contained herein.

REFR B REERE
mPOS e RASEEH EDA k]
Rapid
verification
CAM and  Blockchain  system and
mPOS servers software EDA Total
E ET Em ES Em
Usb Usb Usb Usb Usb
BE-Z-h& For the six months ended
AA=TRILAEA 30 June 2019 (unaudited)
(RBE:T)
7 ElE Segment revenue
IhEB U ER External revenue 12,984,652 - 4,599,063 - 17,583,715
DEELE Segment results 2,154,877 - (275,980)  (1,519,045) 359,852
BEZ_Z-N\§ For the six months ended
~A=THLEARER 30 June 2018 (unaudited)
(RBE:T)
72 EE Segment revenue
NI R External revenue 18,187,941 9,648,836 - - 27,836,777
DEEE (LEF) Segment results (restated) 38,431 2,157,461 - - 2,195,892
RZZ-NAEARB=1+H At 30 June 2019 (unaudited)
(REER)
NEEE Segment assets 19,147,767 - 25,266,293 1,226,078 45,640,138
RZBE-NE+ZA At 31 December 2018 (audited)
=+-—A (8%
DEEE Segment assets 26,194,164 1,990,991 23,632,678 - 51,817,833
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5 SEGMENT INFORMATION (Continued)

A reconciliation of reportable segment results to loss
before income tax is provided as follows:

RGBT
BZEZHHLEAREA
Unaudited
Six months ended

ANA=+H NA=1H

—E-hF ZE-N\F

30 June 30 June

2019 2018

(48 &E3))

(restated)

ETT E

UsD UuspD

WmEDEEE Reporting segment results 359,852 2,195,892

REIRADEFAY - F5E Corporate and unallocated expenses, net (3,639,856) (3,636,398)

e EE Operating loss (3,280,004) (1,440,506)

BB WA Finance income 489,362 558,294

& R Finance costs (120,735) -
DG AEREARRR 2 Share of net loss of an associate accounted

NEFEE for using the equity method (47,902) -

BRATIS B AT E 1R Loss before income tax (2,959,279) (882,212)
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5 Z2HERE 5 SEGMENT INFORMATION (Continued)
A EDMEERBLEER AT HAEEER Reportable segments assets are reconciled to total assets
as follows:
REBETT RS
Unaudited Audited
R-ZB—h%E RZT—\F
AA=+H +TZRA=+—H
As at As at
30 June 31 December
2019 2018
ET #ET
UsD UusD
ARESHEE Reportable segment assets 45,640,138 51,817,833
BLEMSHEE Deferred income tax assets 3,089,309 2,770,689
Yz - BB RFEE Property, plant and equipment 1,845,118 1,735,894
FREEE Right-of-use assets 1,098,381 -
PREREARNIRE Investment accounted for using the
equity method 765,963 -
FEBBEEATEAKRMAER  Financial assets at fair value through
BE profit or loss 19,482,147 18,246,807
ALY B AT S FR Income tax recoverable 119,630 138,006
RENREEEY Cash and cash equivalents 68,002,156 54,962,324
SR HIERTTIF X Restricted bank deposit 6,200,000 5,000,000
RNEIRARDEEE Corporate and unallocated assets 2,116,438 6,247,158
RIBHPEEHHMRARAME Total assets per condensed consolidated
HEE statement of financial position 148,359,280 140,918,711
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6 Wz 6 REVENUE
REGE
BZEZBHILEAREAR
Unaudited

Six months ended
~A=1+H ~NA=TH
—E-hF —E-NF
30 June 30 June
2019 2018
=T E
UsD UsD

e - ER—REHER Revenue, recognised at a point in time

— RER - CAM 10,269,083 12,889,504
—mPOS# — mPOS devices 2,715,569 5,298,437
— BRI AR TSR — Blockchain servers = 9,648,836
— [RERER B R — Rapid verification system and software 4,599,063 -
EmifEERE Total sales of goods 17,583,715 27,836,777
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7 HttEEFEREMBA 7 OTHER LOSSES, NET AND OTHER
INCOME
REGERT
BZEZAHILEAER
Unaudited
Six months ended
~NA=+H ~A=1+H
—E-NEF —ZE-NF
30 June 30 June
2019 2018
ETT ES
UsD UsD
HEMEE - F8 Other losses, net
—ER MW (8518) F5E — Exchange gains/(losses), net 86,375 (57,517)
— FHBERLEAFEARASE - Fair value losses on financial assets at fair
MEEMNAFEERE value through profit or loss (214,396) (177,803)
— NAAFERHREM A F(ERIE - Fair value losses on contingent
consideration payable (51,943) -
(179,964) (235,320)
E A Other income
— B — Government grants 1,280,758 494,018
— HAth - Others 15,658 46,654
1,296,416 540,672
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8

BE W% BERKEUREMER 8

GOODWILL, PROPERTY, PLANT AND

BE EQUIPMENT AND OTHER INTANGIBLE
ASSETS
RQET
Unaudited
W BE Hith
ma R®E BREE
Property, Other
plant and intangible
Goodwill equipment assets
£ ET £
UsD UsD UsD
BE-Z—hEXA Six months ended 30 June 2019
=+ HEXREA
HYIEREFE Opening net book amount 22,151,954 1,735,894 5,053,319
NE Additions - 724,094 -
HE Disposals - (337,499) -
PrE R (FIsE15) Depreciation and amortisation
(Note 15) - (283,647) (231,910)
ERnE =R Currency translation differences (10,466) 6,276 401
MHREREFE Closing net book amount 22,141,488 1,845,118 4,821,810
RICHER
Unaudited
E EAth
BES & mEEE
Property, Other
plant and intangible
Goodwill equipment assets
E e Em
usD usD UuspD
BE-Z—N\FxA Six months ended 30 June 2018
=+RHLEAREA
BR¥BR EDF (A Opening net book amount 6,570,079 2,006,053 86,311
nE Additions - 35,261 12,134
HeE Disposals - (17,122) -
PrEREE (MisE15) Depreciation and amortisation
(Note 15) - (368,523) (87,794)
EEmE R Currency translation differences (81,821) (9,763) 2,839
HARREEE Closing net book amount 6,488,258 1,645,906 13,490
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9 EZRHMEWREBERAMNKIE 9 TRADE AND OTHER RECEIVABLES AND
PREPAYMENTS
REGET AT
Unaudited Audited
R=ZB—N%F RZZE—N\F
NA=+H +=ZA=+—H
As at As at
30 June 31 December
2019 2018
ES ES
UsD UsD
F=H B HEWRGIA Trade receivables from third parties 8,381,548 8,609,948
Bl 5 5 IR IA Trade receivables from a related party
(Ff&E22(d)) (Note 22(d)) 386,926 4,885,596
B BB REBGIERE R Less: Provision for impairment of
trade receivables (1,978,392) (1,981,441)
B HEWGIE — 558 Trade receivables — net 6,790,082 11,514,103
AR FRIE Prepayments 3,368,379 8,371,901
=S Notes receivable 33,782 66,190
Ze RE = HMERFIE Deposits and other receivables from
third parties 1,135,849 898,156
8 gk 77 EL At FE LA R I8 Other receivable from a related party
(Hi3E22(e)) (Note 22(e)) 61,558 27,755
4,599,568 9,364,002
o IEmBEL Less: Non-current portion (694,432) (41,750)
10,695,218 20,836,355

FREATR4E INTERIM REPORT 2019

EIMIZRAR AT SMIT HOLDINGS LIMITED
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9 EBSZREMEBURERBAMNRE@

AEEETEPHNERARBER30E180RTE - ¥

ZH5 BESRYGRES AT ¢

9 TRADE AND OTHER RECEIVABLES AND
PREPAYMENTS (Continued)

The Group's credit terms granted to customers generally
ranged from 30 to 180 days. An analysis of the trade
receivables by invoice date is as follows:

RGET LEE

Unaudited Audited

R=ZZB—hF RZZT—)\F

ANA=+tH +=ZA=+—H

As at As at

30 June 31 December

2019 2018

ET ZETT

UsD usp

30 KA Less than 30 days 4,349,359 2,950,429
31£260K 31 to 60 days 2,101,149 563,046
61290K 61 to 90 days 237,475 2,600,183
91E180K 91 to 180 days 216,714 154,937
181E365K 181 to 365 days 92,944 5,465,007
365 KA E Over 365 days 1,770,833 1,761,942
8,768,474 13,495,544

10 ZBEBFELAFEARNEHEE

10 FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

REQE REE

Unaudited Audited

R-Z—IF RZT—N\F

ANA=+H +ZA=+—H

As at As at

30 June 31 December

2019 2018

E ES

UsD uspD

JEEmES (M) Unlisted fund (Note (a)) 1,187,599 1,437,599
ELEMRAES Unlisted equity securities (Note (b), (c), (d),

(P=E@D) ~ (0 ~ (d) ~ () &(f))  (e) and (f)) 18,294,548 16,809,208

19,482,147 18,246,807

AR ERERE INTERIM REPORT 2019 EIf%IZMRAPRA R SMIT HOLDINGS LIMITED
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10 ZBRBHZELAFEARNEREE (8)

BRE

FREATR4E INTERIM REPORT 2019

RZZE—+FMARE  AEEFEBRE15,000 R EIZE
B2EAEBRMN —RIFLTES (ARRASESEM)
% & 1,500,000F 7L - R=ZFT—NAFAA=+H " 2FE
1,187,599% L (ZT—\F+=-_A=+—H : 1,437,599%
T EATFESEREIR(RMF3.3)  c BE_Z—NEFR
A=+HINER - F5iE48%250,000E TR EBLREEE
WaERANER (BE_T— \EA=THILMEA : HE
177,803 7T) °

R-E—FUENIE EMBRAEFERLURR CRID BR
RAEN(—HKRAPBEKIHRF  ERETEREEE R

BIRBETE) £8.89% ARAE « iMBILIKRENIZAEE L
HREMEFF8% T BIRARBAD KR ERZEZ A
AFEALT - AJFZRAAER - R=ZT—NFAA=1+A "
EAFESHEILAN (ME33)MATFEAS (ZE—N\F
+ZA=+—8 %)

RZZE-N\FZ ARBOIELTRAZEFBRETEHA B
(77 ﬂ\\)ﬁlﬂ’/}? (M85 1) W493.4% 5 - ZRR AR
PEEMKZIHAR BN ERBEARER  HEET
REURRIBITENPIFERELR - RREEARRZEWE
~REEMER CRY) BRAF (TEHERII) EEFERTH
(CRERH) TAARMEFEEGET - ALEEHIORE

_EFF10% A BN R EREN RS T AR - R =%

—NENA=Z+H » AF{E2,909,218Ft (=T~ N\F+=
A=+—8 12,914,001 %70) T A FESRFEILA (ME
33) c HEZ—NFERLR T N\FA=THIENEAR -

AT A 2 MR R R EEREMA T ERELEE -

EIMIZRAR AT SMIT HOLDINGS LIMITED

10 FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS (Continued)

Notes:

(a)

On 6 April 2017, the Group made an investment of
USD1,500,000 in an unlisted fund, by way of a subscription
for 15,000 non-voting participating redeemable shares,
which are registered in the Cayman Islands. As at 30 June
2019, the fair value of USD1,187,599 (31 December 2018:
USD1,437,599) is within level 3 of the fair value hierarchy
(Note 3.3). During the six months ended 30 June 2019,
a total loss of USD250,000 (six months ended 30 June
2018: loss of USD177,803) is recognised in the condensed

consolidated statement of comprehensive income.

The unlisted equity security acquired in 2017 represents
8.89% interest in Mainsweb Technology (Shenzhen)
Company Limited, a company incorporated in the PRC
being principally engaged in the operation of a one-stop
cross-border e-commerce platform in the PRC. The investment
is redeemable at the consideration paid by the Group plus an
interest income of 8% per annum less dividends received if
Mainsweb is unable to be listed within 5 years from the date
of investment. As at 30 June 2019, the fair value within level
3 of the fair value hierarchy (Note 3.3) is nil (31 December
2018: Nil).

The unlisted equity security acquired in February 2018
represents approximately 3.4% interest in StorArt Technology
(Shenzhen) Co., Ltd (“StorArt”), a company incorporated in
the PRC being principally engaged in development of flash
memory main controller integrated circuits which are mainly
supplied to the communications, consumer electronics and
data processing industries. The investment is redeemable
in the event of any of the prescribed conditions set out in
the investment agreement signed between SMIT Group
(Shenzhen) Co., Ltd. (“SMIT Shenzhen”), a wholly-owned
subsidiary of the Company, and StorArt at the consideration
paid by the Group plus an interest income of 10% per
annum less dividends received. As at 30 June 2019, the fair
value of USD2,909,218 (31 December 2018: USD2,914,091)
was within level 3 of the fair value hierarchy (see Note 3.3).
During the six months ended 30 June 2019 and 2018, no fair
value gain or loss is recognised in the condensed consolidated
statement of comprehensive income.
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10 ZBRBEHFZEAFEARNEREE (8

Mz (&)

(d

RZE—NFNA=+—H  KARFAEHKE1,800,000
ER(RBETE=H) WERFEHSIMAIHAA
SMIT Investment Limited ([ SMIT Investment]) B &
Je% - (ESMIT Investment#910.11%#£25 ° SMIT Investment
A—HEREERAR - BREZ2EMBRRIFHIBOXPAY
International Inc. ([ &F 1T 1) £98.37% RIENIRE - &F
SN REENBHD I NRBREFRAEEREES - ARQ
RITES - BERPITERIERAREE R L ETREESMIT
InvestmentfEE - R_T—\F+-_A=+—H ' AFE
5,600,000 LA FEZRFEIRA

RZZ—AFRATER » SMIT Investment 23E B 5 kR A
FSMIT InvestmentPTis & F B ARFEAK M H A TR Bl
BEEER - REETRE - AARIFFE T ARED R
1% B WA SMIT InvestmentfE % - R =T —NFX
RA=1H " AFE5,635604% TERAFESHEIRAN (R
MiEE3.3) c BEZT—NEAA=+THILNEAR - AFEK
735,604 TR EBAARA 2 KGR ATER

10 FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS (Continued)

Notes: (Continued)

(d)

FREATRZ INTERIM REPORT 2019

On 31 August 2018, the Company has acquired unlisted
preference shares of SMIT Investment Limited (“SMIT
Investment”), a company incorporated in the Cayman Islands,
at a total consideration of USD1,800,000 from certain third
parties, representing approximately 10.11% interest in
SMIT Investment. SMIT Investment is an investment holding
company which holds, through its wholly-owned subsidiary,
an investment in approximately 8.37% equity interest of
IBOXPAY International Inc. (“iBoxpay”). iBoxpay is a leading
mobile payment services provider and an existing customer
of the Group. Mr Huang Xueliang, the executive director,
the CEO and controlling shareholder of the Company is also
the director of SMIT Investment. As at 31 December 2018,
the fair value of USD5,600,000 was within level 3 of the fair
value hierarchy.

On 17 June 2019, SMIT Investment has completed a
repurchase of its preference shares from certain of its
shareholders by way of distribution of the preference
shares of iBoxpay originally held by SMIT Investment. Upon
completion of this repurchase, the Company held less than
1% equity interest of iBoxpay and did not hold any equity
interest of SMIT Investment. As at 30 June 2019, the fair
value of USD5,635,604 was within level 3 of the fair value
hierarchy (see Note 3.3). During the six months ended 30
June 2019, a fair value gain of USD35,604 is recognised in
the condensed consolidated statement of comprehensive

income.

EMZERARAST SMIT HOLDINGS LIMITED
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10 ZBRBHZELAFEARNEREE (8)

B3E

FREATR4E INTERIM REPORT 2019

(&)

RZZ—N\EFEZANR - ARARZENB A ABEMIZER (F
) BRAR ([BMEE]) REEE HESensel, Inc. ([Sensel )
EEHFITN—(EEBERZ) ((ZEEERZ)])
2K T ¥ Sensel#2,000,0003 TR & ° Sensel@2 — K AXEH
BEMPNELBIERMAT - BEB OGN - Z IR
BAASAR  BETERNNELMEREREINMEEES - %R
SERE  BHEBERBE(EEEERZ)NERRET
2,000,000 3 7T AT #5362 5, Sensel i 38 % sk 18 SE A 40 AT A H, 22
& o

RZZ—N\F+—ANA  BHEERERZEEHTE ([68
Rt ]) - BB E Sensel (B ([IRZHEE ) E— 5%
F%5,000,0005TTHIIEE - [IEF + B Sensel I TR =ZZT —/\
F - ARBMEBRIER 2,000,000 7T A A% ZHE R
PR ZE 08 B e B 1 AR B SR A Sensel B JLAR - MARREEAR
WE - BMESE O BRBRA R ZE T2 MREDR
4 FSensel LIAEVEB LR - REEE THRE - BHMESIES
T E A R Sensel £99.22 % i s o

RZZ—AFRA=+AH - AFES8,295117ET(ZF—/\
FH+ZA=+—H 18,295 117%L) EAFESZHEIRN
(RM#3.3) c HE-T—AFAA=+THILANEA - #E
RN EREN LR S KRR AR o

RZTE-—NAERAZ+ 8B ARRUNBREARKE
10,000,0007T (FBZA1,466,96437T) [A1F = )T WEX &
B FEMAC S B R RLRIIE SN M AR A R (B ]) &
0.99% & #E ° Giga M H BN &= U EEDARFHEFM
o RDNRIITES - EFITE RIERBREFEZR AN
BELEE -NZT—NFAA=+H  2ATF{E1,454,609
ENEATFESREILAN(AHES3) - BEZZ—LFX
A=+BIEXEA - BEATFERSEBREREREEE
s RATER °

EIMIZRAR AT SMIT HOLDINGS LIMITED

10 FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS (Continued)

Notes: (Continued)

(e)

On 8 February 2018, SMIT Holdings (HK) Limited (“SMIT
HK"), a wholly-owned subsidiary of the Company, completed
a USD2,000,000 investment in Sensel, Inc. (“Sensel”)
pursuant to a note purchase agreement entered into
between, among others, SMIT HK and Sensel (the “Note
Purchase Agreement”). Sensel is an advanced sensory
technology company based in the United States, which owns
the pressure grid technology that combines industry-leading
performance and the extra dimension of control in the form
of force sensitivity. Upon completion of the transaction, SMIT
HK subscribed for a USD2,000,000 promissory note which
may be converted into common or preferred shares of Sensel
pursuant to the terms of the Note Purchase Agreement.

On 9 November 2018, SMIT HK completed a further
USD5,000,000 investment in Sensel by way of preferred
stock purchase (the “Stock Purchase”) pursuant to a stock
purchase agreement (the “Stock Purchase Agreement”).
Simultaneously, the USD2,000,000 convertible promissory
note issued by Sensel and previously subscribed by SMIT HK
in February 2018 was deemed converted into preferred shares
in Sensel at completion of the Stock Purchase, and the entire
amount owed to SMIT HK under such convertible promissory
note was tendered to Sensel in exchange for preferred stock
pursuant to the Stock Purchase Agreement. Upon completion
of the Stock Purchase, SMIT HK held approximately 9.22%
interest in Sensel on fully diluted basis.

As at 30 June 2019, the fair value of USD8,295,117 (31
December 2018: USD8,295,117) was within level 3 of the
fair value hierarchy (see Note 3.3). During the six months
ended 30 June 2019, no fair value gain is recognised in the
condensed consolidated statement of comprehensive income.

On 21 May 2019, the Company has acquired 0.99%
equity interest of Shenzhen Giga Design Automation
Co., Ltd ("Giga”), a company incorporated in the PRC, at
a total consideration of RMB10,000,000 (equivalent to
USD1,466,964) from a third party. Giga and its subsidiaries
are mainly engaged in the development of EDA design
software. Mr Huang Xueliang, the executive director, the
CEO and controlling shareholder of the Company is also
the director of Giga. As at 30 June 2019, the fair value of
USD1,454,609 is within level 3 of the fair value hierarchy (see
Note 3.3). During the six months ended 30 June 2019, no fair
value gain or loss is recognised in the condensed consolidated

statement of comprehensive income.
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11 BREARRGERE

11 SHARE CAPITAL AND SHARE PREMIUM

ZRRYE ZEREE IR 5B
Number of Normal value
ordinary of ordinary Share
shares shares premium
ES ET
Uusb usb

VARE ¢ Authorised:
R-ZT—)\&E—H—H = Ordinary share of USD0.00002 each

T—N\FXNA=ZF+H =  at1January 2018, 30 June 2018,

Z-NEFE-A—BAER=Z 1 January 2019 and 30 June 2019

—NFRA=Z+HEKE

{60.00002 3 7T K I AR 2,500,000,000 50,000 -
BIIRERE - Issued and fully paid:
R-ZE—N\FE—H—H As at 1 January 2018 307,015,388 6,140 98,362,681
IR (M15E(a)) Exercise of share options (Note (a)) 8,278,337 166 2,920,972
R=—Z—N\F;NAF=Z— Dividends relating to 2017 paid

+FEXRHIE in June 2018 - - (802,533)
R=ZZE—N\FEXA As at 30 June 2018

=+H 315,293,725 6,306 100,481,120
R=-—Z2-hE—-HF—H As at 1 January 2019 376,293,725 6,326 100,982,947
TRk R (FisE(a)) Exercise of share options (Note (a)) 1,924,136 38 928,233
R-Z—NFHRAH=-Z— Dividends relating to 2018 paid

NEFEZ AR E in May 2019 - - (405,414)
R=ZZ—AFEXA=+H  Asat30June 2019 378,217,861 6,364 101,505,766

GER

(a)

TR AR

REBEEZZ-AFERNA=+THIEAMEA - 1,924,136 AR
#E(ZZ—\FA=18 : 8,278,337 HR#E) BTN
REARNFN,924,136 REBR(ZZE-N\FRA=TH:
8,278,337/%) - REA78,444%k T (ZZT— NFEAXA=+
H:917,314%5T) » £F38E T (ZT—N\FRA=1+H:
166 70) st AR » M&E#278,406E L (ZZ2— N\F XA
=+H :917,148%7) st AR ERR - it - 849,827
EL(ZE—N\FA=1H :2,003,824%7) B & MK
NRAEROFHEEEREROEER -RZZ—NAFX
A=+H " A4#37,782,554 (ZE—\FXA=1H :
41,323,71717 ) BEIRREI M ARITHE ©

Note:

(a)

AR HEAERE INTERIM REPORT 2019

Exercise of share options

During the six months ended 30 June 2019, 1,924,136
options were exercised (30 June 2018: 8,278,337 options)
to subscribe for 1,924,136 ordinary shares (30 June 2018:
8,278,337 shares) in the Company at a consideration of
USD78,444 (30 June 2018: USD917,314) of which USD38
(30 June 2018: USD166) was credited to share capital and
the balance of USD78,406 (30 June 2018: USD917,148) was
credited to the share premium account. USD849,827 (30
June 2018: USD2,003,824) has been transferred from the
share-based payment reserve to the share premium account.
As at 30 June 2019, there were in total 37,782,554 options
(30 June 2018: 41,323,717) remain outstanding.

EMZERARAST SMIT HOLDINGS LIMITED
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12 EFZEMARIE 12 TRADE PAYABLES
S REMNFIERERAT - Trade payables are aged as follows:
REGETT KRR
Unaudited Audited

R=-Z—h%=E RZT—N\F
NA=+H +=-A=+—8

As at As at

30 June 31 December

2019 2018

7 e

UsbD usb

30 KA Less than 30 days 1,822,407 2,000,216
31290K 31 to 90 days 1,412,583 1,205,815
91£180K 91 to 180 days 1,136,748 517,492
181E365K 181 to 365 days 170,755 324,153
365K E Over 365 days 17,659 41,746
4,560,152 4,089,422

72 FERERE INTERIM REPORT 2019 EAf#IZMRAPRZA R SMIT HOLDINGS LIMITED
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13 ErEAREMERFIE 13 ACCRUALS AND OTHER PAYABLES

REQE LA
Unaudited Audited
R-ZB—NF R-_ZT—)N\F
~A=t+HB +=ZA=+—8
As at As at
30 June 31 December
2019 2018
£ E
UsD usb
kRBEE Non-current liabilities
FERTER B RAE (MTEEG)) Contingent consideration payable (Note (i)) = 1,507,404
Hith Others 46,692 -
46,692 1,507,404
REAE Current liabilities
i RERAFEX Accrued employee benefits expenses 1,751,928 2,566,963
JERHAS AT ECRE Accrued royalty fee 882,400 835,786
HAth fEAS T 18 Other taxes payables 93,531 111,797
e RS T 200 (F5£22(e))  Amount due to a related party (Note 22(e)) = 50,754
FERT B RAE (FEEExG)) Contingent consideration payable (Note (i)) 1,559,346 -
HAtb Others 716,263 1,483,284
5,003,468 5,048,584
B Total 5,050,160 6,555,988
BRE Note:

R SRAREREEIES2CEE - AEERREER B SR THIE
F o WBEQCRERHE-_FT-NAF+-_A=1+—HILTNEAH
TEERE RBBADEN - MRRATEA EENRARE - B
KA RERRYEE AR RN SHRAZRERONZREHRD
RFEEMTE - R d b E AR W B R A Y R AR

i
s ©

The contingent consideration payable arose from the acquisition of
S2C Group. The Group has recognised the contingent consideration
payable at fair value based upon the terms as stipulated in the sale
and purchase agreement with reference to the projected revenue
and profit before tax of S2C Group for the 18 months ending 31
December 2019. The contingent consideration payable shall be re-
measured at fair value at the end of each reporting period resulting
from events or factors emerging after the acquisition date, with
any resulting gain or loss recognised in the consolidated income
statement.

AR ERERE INTERIM REPORT 2019 EIf%IZMRAPRA R SMIT HOLDINGS LIMITED
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14 EEUWA

14 DEFERRED INCOME

RGET KEET
Unaudited Audited
R-ZB—NF RZZT—)N\F
~A=+HB +=ZA=+—H

As at As at

30 June 31 December

2019 2018

=7 ES

uUsD uso

BT Deferred government grant 20,663,443 11,237,647
B FERBNE D Less: Non-current portion (7,421,415) (6,568,365)
mENER S Current portion 13,242,028 4,669,282

RZZE-AEXNA=1+8  £48EFEFREF
AERBARRBEARBENECHFHPOARE
141,337,484 7T (A7 4921,000,000%7T) (=T — )\
F+-_A=+—8 : AR¥75,000,0007T (FHER%)
11,000,00037T) °

FERERE INTERIM REPORT 2019 EAf#IZMRAPRZA R SMIT HOLDINGS LIMITED

As at 30 June 2019, the balance includes a deferred
government grant of RMB141,337,484 (equivalent
to approximately USD21,000,000) (31 December
2018: RMB75,000,000 (equivalent to approximately
USD11,000,000) from the PRC Central Government for
the implementation of a national science and technology
major project.



AR S B E R

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

15 BEMESTHRX

15 EXPENSES BY NATURE

RGET
BEZAYLEAEAR
Unaudited
Six months ended
~A=1+H ~NA=TH
—E-NEF —E-NF
30 June 30 June
2019 2018
=T E
UsD UsD
ZERN N & Auditors’ remuneration
— RER® - Audit services 235,555 200,516
— I ERTE — Non-audit services = 70,333
HEWE - HERZHEES Loss on disposals of property, plant and
equipment 25,825 16,901
B &R Advertising costs 160,203 471,690
HFERE Cost of inventories 9,718,351 18,429,875
EERANMEX (BEESEME) Employee benefit expenses (including
directors’ emoluments) 6,965,722 5,476,216
FETEERE Royalty expenses 440,839 784,244
HE b A E EE (MiaEs) Amortisation of other intangible assets (Note 8) 231,910 87,794
ME - BERFETE Depreciation of property, plant and
(PfF5E8) equipment (Note 8) 283,647 368,523
FREESERE Depreciation of right-of-use assets 136,013 -
ERREEBR Legal and professional fees 772,781 317,726
CEFEN R Operating lease payments 861,600 670,383
B 2 W IE R B R Provision for impairment of trade receivables 16,869 177,015
FERE (BERE ), ##E  (Reversal of provision for)/provision for
impairment of inventories (229,666) 296,032
ZEIR R BAEREZ Travelling and entertainment expenses 491,185 707,292
Hin & Others 1,869,337 1,508,095
SHERA  FIEEF - $§E K Total cost of sales, research and development
DA M RITBAX expenses, selling and distribution expenses,
RemEE 2 REFER general and administrative expenses and net
B impairment losses on financial assets 21,980,171 29,582,635

AR HEAERE INTERIM REPORT 2019
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16 SRITER

16 BANK BORROWINGS
RGET KA
Unaudited Audited
R=B—NF RZE—)\F
ANA=+H +ZA=+—H
As at As at
30 June 31 December
2019 2018
ET E
UsD UsD
REIRITIER - BT Short-term bank loans, secured 6,200,000 5,335,126

:%?*ﬂﬁf_\ﬂ_JrEl&::*)\EJr_HEJr*
B AEEMRITEREM FRERE

R-ZT—hENA=1H - $R17185%6,200,000% 7T (—
T— /\E+ HA=-+—H : 5,000,000 7)) ARNEEF

PR HI$R77175X6,200,000F T (= E— \F+=-_A=+—
H : 5,000,00037C) fEIEH#H -
E—-NESNA=tTARZE—-NFE+=A=+—

ZIKE B e RITIERAR R BRI R BEREER
?Eﬁ °

RRBIHI R ENE - RITERNREERE A TERS

REZZ-NAFRA=TE  AEBEFEHAKARERAR

As at 30 June 2019 and 31 December 2018, the Group’s
bank borrowings were wholly repayable within 1 year.

As at 30 June 2019, bank borrowings of USD6,200,000
(31 December 2018: USD5,000,000) was secured by
restricted bank deposit of the Group of USD6,200,000
(31 December 2018: USD5,000,000).

As at 30 June 2019 and 31 December 2018, the
Group's bank borrowings were secured by the corporate
guarantee given by the Company.

The carrying amounts of the bank borrowings
approximate their fair values due to their short

maturities.

As at 30 June 2019, the Group's available and undrawn

TERBEWNT bank loan facilities were as follows:
REGES et
Unaudited Audited
R=ZZB—hF RZT—)\F
ANA=+AH +ZA=+—H
As at As at
30 June 31 December
2019 2018
ET En
UsD usD
AIENA SRR AR B & 485 Total available and undrawn facilities 23,346,089 24,642,920

FRERTRE INTERIM REPORT 2019  EAHIZREFRA R SMIT HOLDINGS LIMITED
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17

18

EREREARNRE

RZZE—AFRANA  BHRIARESREARE
5,590,000 7T (F551249810,2393% 7T ) & S EFIE
FRUZBER A TIMN34.95% KA o Fitt - EHURYIE S
ZRERFEAVEN  MEBERECHYEANEEE

ZONSR

BE-_Z-NFARNA=ZTHIEANER  EHERSFHEA
FREIERMEZBNT

17

INVESTMENT ACCOUNTED FOR USING
THE EQUITY METHOD

On 9 May 2019, SMIT Shenzhen invested in 34.95%
equity interest of E//EMETEFE AR QA for a
cash consideration of RMB5,590,000 (equivalent to
UsD810,239). As a consequence, SMIT Shenzhen
gained significant influence over this investment and the
investment was classified as an associate of the Group.

The carrying amount of the equity-accounted investment
has changed as follows in the six months ended 30 June
2019:

REEE

Unaudited

ET

UsD

R=-Z-hE—HF—AH At 1 January 2019 -
BRANE Addition for the period 810,239
PAR (=) /N ) = Pt Share of net loss of an associate (47,902)
HEHmE s Currency translation difference 3,626
R-ZE-AFEXA=+H At 30 June 2019 765,963

FiisBiER

AEBTEHRBATNEMEINEEBS (L8) 88
BARAR ([S2C B8 ]) D RIR RGBS E R 28K
37 o ARBIRURYIERS2C BB R BB R SR
AARFENCE (EERHTEMERE)  BEHE
BRA—E—+tFE T NF=FHRRER15%8H
BEEMSH ([REMSH D EBHE ([t
¥EEWRR]) BE-_ZT-AELR T \EXA=T1
B F< 8 A S SRGURY % S2C LG & B ER ST
FRRDERESRHEA15% (ZF—)\F : 15%) °

18

AR HEAERE INTERIM REPORT 2019

INCOME TAX CREDIT

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

EMZERARAST SMIT HOLDINGS LIMITED

77



78

B R R S =g Sy s
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

18

19
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EBER (@)

BE-_Z-AFANA=+THIANER  BREBEHAGE
FERBOANZ16.5% (ZF—/\F : 16.5%) W EER
FRNGHEE o HINEM IR T KB AN E B L L PT
EERNBALE 2B RAABESN - REMAMGETE
REUEAN - REBBEZGRITHERR KR EME -

SIABRGRE 2 EREROMEHEBNT

18

INCOME TAX CREDIT (Continued)

For the six months ended 30 June 2019, Hong Kong
profits tax has been applied at the rate of 16.5% (2018:
16.5%) on the estimated assessable profit for the period.
Taxation on overseas profits has been calculated on
the estimated assessable profits 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 to the condensed
consolidated statement of comprehensive income is as

follows:
REGEF
BEZBHLEREAR
Unaudited
Six months ended
AA=tH ANA=tH
B-hE -2 NF
30 June 30 June
2019 2018
ET ZET
UsD (AYD)
ABINRIA Overseas tax = 64,358
RIEFTISHL Deferred income tax (355,919) (77,803)
STk 858 Total income tax credit (355,919) (13,445)
BE 19 DIVIDEND

HEe - N\F+_A=+—HIFEMNRKREAL05414
E(ZZ—N\F :802,533%L) BN -_E—AEFERA
IR e

EEgTEIARBE_ZT-NFRA=ZTHLREA

EE AT RS (BE-S— \EAA=+HILAE
A:E).

EIMIZRAR AT SMIT HOLDINGS LIMITED

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

The Board does not recommend any interim dividend for
the six months ended 30 June 2019 (six months ended
30 June 2018: Nil).
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20

21

BRER

BREABREAAREEARGASEEERRALE

BT B

20 LOSS PER SHARE

Basic loss per share is calculated by dividing the loss of
the Group attributable to owners of the Company by the

weighted average number of ordinary shares:

RISET
BZZBHIEAEA
Unaudited

Six months ended
~NA=1+H NA=1H
—E-hF —E—N\F
30 June 30 June
2019 2018
KNANEHEE AENEIE (327T)  Loss attributable to owners of the Company (USD) (2,589,316) (868,767)
B BT AR B R T 192 Weighted average number of ordinary shares in issue 377,082,146 313,515,610
SRR EAREE (FT) Basic loss per share (USD) (0.007) (0.003)

BRETEREBRABREITEII T BRMETHE -
BRI AAEAEHEUENET BRCLBHRMAT
B BRENS  BRBEEETEREDHITHMR
D E B HR PR AT E (RAERRESR I EEE)
BITNRMNEE - SRR STRRRSEERT
MR EE - EMAEERNEEERTRNDEEFAEBR
MEFOEIEADE - N EEREEEE -

BE_ZT-NFR-_FT-N\FRA=ZTHELXNEA &
REBBREELN AT T BRYSREEY EREE
FE At SREEBRSRSRERER -

BARESE

RZE—NFRNAZFEERZE—N\F+_A=1+—
A REBILET(EREAFE -

21
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Diluted loss per share is 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 period) for the
same total proceeds is the number of shares issued for
no consideration. The resulting number of shares issued
for no consideration is included in the weighted average
number of ordinary shares as the denominator for
calculating diluted loss per share.

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

CAPITAL COMMITMENTS
The Group did not have any material capital

commitments as at 30 June 2019 and 31 December
2018.

EMZERARAST SMIT HOLDINGS LIMITED
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22 BEMAERRRS

() EERR TIEARRAASRBE_ZT—NF

22 RELATED PARTY BALANCES AND
TRANSACTIONS

R-E—N\FAAZTELEAEARAERFE

R o AEERRORAIE TS

BEAnE,/ &8

Name of the related parties

TEEK

Principal activities

(a)

The directors are of the view that the following
individuals and companies were related parties
that had transactions or balances with the Group
during the six months ended 30 June 2019 and
2018:

HASENBE
Relationship with the Group

=REEE

Mr. Gao Songtao
HMEELE

Mr. Kwan, Allan Chung-yuen
BER%KAE

Mr. Huang Xueliang

BRI
Mr. Loong, Manfred Man-tsun

MAFEE
Mr. Shuai Hongyu

EolS e

Mr. Jin Yufeng

HRREE

Mr. Woo Kar Tung, Raymond

REEHESE

Mr. Zhang Junjie

AT AR A A

Shenzhen State Micro Science and
Technology Co. Ltd.

AEFERRRIEERERNGE
RAB(DRYEFER])

Shenzhen Digital TV National
Engineering Laboratory Co., Ltd.
(“Shenzhen Digital TV")

SMIT Investment Limited

SMIT Investment Limited

IBOXPAY International Inc.
IBOXPAY International Inc.

A FEERRBRAF

Shenzhen IBOXPAY Information
Technology Co., Ltd.

A ET AR A IR A A)

Shenzhen Giga Design Automation
Co., Ltd

80 FREATR4E INTERIM REPORT 2019

TEm
N/A
TiEm
N/A
TEH
N/A

TEH
N/A

TiEm
N/A

TEA

N/A

TER

N/A

TEH

N/A

ERBRRHTE

Research and development of
integrated circuit design

FFERHEBEROME - £E
NHE

Research, development,
production and sales of
products related to digital TV

REER

Investment holding

REEZK

Investment holding

B N RT E R

Mobile payment service
provider

EDARRGH LIt 5

Development of EDA design
software

EIMIZRAR AT SMIT HOLDINGS LIMITED

ARFGERITES

Non-executive director of the Company

ARFBERITES

Non-executive director of the Company

ARFPTES - BRITE RERKRR

Executive director, the CEO and controlling shareholder of
the Company

ARARITESRERMBE

Executive director and the Chief Financial Officer of the
Company

ARFMTERNEFELT

Executive director and the Chief Operating Officer of the
Company

BUES

Independent Director

BUES

Independent Director

BUER

Independent Director

AAARMTES - BRIITE RIERERREZS

Controlled by executive director, the CEO and controlling
shareholder of the Company

ARAIRITES  BRAUTERERRRABMIES

Executive director, the CEO and controlling shareholder of
the Company being the
director of the related party
ARFBTES  BERATERERRRABEHAIEE
Executive director, the CEO and controlling shareholder of
the Company being the director of the related party
ARETES  BRAMTERERRRSEHIEE
Executive director, the CEO and controlling shareholder of
the Company being the director of the related party

ARFPTES BRI TERERRRSBHAEE
Executive director, the CEO and controlling shareholder of
the Company being the director of the related party
ARRRITES  AROTERERBRABH I ES
Executive director, the CEO and controlling shareholder of
the Company being the director of the related party
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22 BBMAEBRRRS (8 22 RELATED PARTY BALANCES AND
TRANSACTIONS (Continued)
(b) EEEBANRZ (b)  Transactions with related parties
REEEE T ETATRS ¢ The following transactions were undertaken by the

Group with related parties:

RGBT
BZEZHAHLEAEA
Unaudited

Six months ended
AA=T1H NAZ=ZTH
—E—NF —E-N\F
30 June 30 June
2019 2018
ES 2T
uUsD usb

SRR MR AR A Operating lease payments and the costs and

RIMYIEB ML ET  fees relating to air-conditioning and public

ENFRBBEANA  tilities in respect of properties of Shenzhen

HEZORARER State Micro Science and Technology Co. Ltd. 178,699 376,850
BRI B FEIRRNYESE Operating lease payments and the costs and

ML ENZRE  fees relating to air-conditioning and public

AN AKEENR  utilities in respect of properties of Shenzhen

rRER Digital TV 609,443 _
RINETIEEREABR Sales of mPOS devices to ShenZhen IBOXPAY
NEIHEMPOS KB Information Technology Co., Ltd. 789,807 2,718,836
ZER S HIREEE T EE BE IRRGEST o These transactions are made of terms mutually

agreed by the relevant parties.

AR ERERE INTERIM REPORT 2019 EIf%IZMRAPRA R SMIT HOLDINGS LIMITED
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22 BEBLEHEBRERS @) 22 RELATED PARTY BALANCES AND
TRANSACTIONS (Continued)

0 EREEEZTMH () Key management compensation
F2EREREPTRIFNTES - SNNEN Key management includes directors (executive
FRERENREBRGHMIITOT and non-executive). The compensation paid or

payable to key management for employee services
is shown below:
REGES
BEZBHLAEA
Unaudited
Six months ended
~A=t+H NA=TH
—ZE-NF —E-N\F
30 June 30 June
2019 2018
E 77 E
uUsb UusD
EARE S O EALREWREN Basic salaries, allowances and benefits in kind 830,294 760,678
HIETE4L Discretionary bonuses 46,390 187,304
LA A 0 8 15 3R Share-based payments - 138
RIREF — REMFKETE]  Retirement benefit-defined contribution plan 23,135 26,172
899,819 974,292

FERERE INTERIM REPORT 2019 EAf#IZMRAPRZA R SMIT HOLDINGS LIMITED
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22 BEMAERRRSZ (@)

(d) REHEEm2IBREER

RELATED PARTY BALANCES AND
TRANSACTIONS (Continued)

(d) Ending balances arising from sales of goods

REQE LA
Unaudited Audited
R=B-—NF RZE—)\F
NA=+H +ZA=+—H

As at As at
30 June 31 December
2019 2018
£ Eo
UsD UsD
FEUORIIE T2 BERHE AR Receivables from ShenZhen IBOXPAY
ANRIRFIAE (KI7E9) Information Technology Co., Ltd. (Note 9) 386,926 4,885,596

YRS T EERZBRARINFIBEIERE
HERS  URHEEAHEANER (ZZE-N\F
TZA=+—8: XEA) BB - ZFRUKFIRN
HEREER R AF AR - B U BT 1
FAEFLEE(CE-N\F+-A=1+—H: &) -

(e) HEBMANFEZEER

Receivables from ShenZhen IBOXPAY Information
Technology Co., Ltd. arise mainly from sale
transactions and are due six months (31 December
2018: six months) after the date of sales. The
receivables are unsecured in nature and bear no
interest. No provisions are held against receivables
from related parties (31 December 2018: Nil).

(e) Non-trade balances with related parties

REGETT e
Unaudited Audited
R=ZZB—hF RZZ—\F
~NA=+H +=ZA=+—H
As at As at

30 June 31 December
2019 2018

ET E

UsD UusD

FERSMIT Investment
Limited %18 (PFiT3E9)

FETRY BT EAR IR
(B3E13)

Receivable from SMIT Investment Limited
(Note 9) 61,558
Payable to Shenzhen Digital TV (Note 13)

27,755

(50,754)

AR ERERE INTERIM REPORT 2019 EIf%IZMRAPRA R SMIT HOLDINGS LIMITED
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22 BEMAEERRRZ (@)

(e) EEBEMAMIFEEZGEER(E)

22 RELATED PARTY BALANCES AND
TRANSACTIONS (Continued)

() Non-trade balances with related parties

(Continued)
JEYISMIT Investment Limited &% # & & 1<H 7R 31| £ The carrying amounts of the balance due from
FERFANGEERLAFEEEL D BIRE SMIT Investment Limited and amount due to
TTRARKIE - FEM I AT BB FOR R AR Shenzhen Digital TV approximate their fair

| AHEARREREE -

() REBIHRE

values and are denominated in USD and RMB,
respectively. The amounts due from/to related
parties are unsecured, non-interest bearing and
repayable on demand.

(f)  Investments in related parties

REBEL LR
Unaudited Audited

R-ZBE-HhE RIZT—N\F
ANA=+H +=ZA=+—H

As at As at
30 June 31 December
2019 2018
ET E
UsD usD

FASMIT InvestmentB) % & Investment in SMIT Investment (Note 10(d))
(MtEE10(d)) - 5,600,000

REFEANEERE Investment in iBoxpay (Note 10(d))

(MtEE10(d)) 5,635,604 -
RIBEEIEE (EE10(f) Investment in Giga (Note 10(f)) 1,454,609 -
7,090,213 5,600,000

FERERE INTERIM REPORT 2019 EAf#IZMRAPRZA R SMIT HOLDINGS LIMITED
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