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

SMiT

SMIT HOLDINGS LIMITED
B 8 22 IS PR 2 ]

(1% 1 2 7 I R L S 19 A FR 2 7]
(Incorporated in the Cayman Islands with limited liability)

(R -

2239)

(Stock Code: 2239)

:I:—:z

—NFF+TZRA=T-HLEFENFERXRERSE

ANNUAL RESULTS ANNOUNCEMENT
FOR THE YEAR ENDED 31 DECEMBER 2019
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The board of directors (the “Board”) of SMIT
Holdings Limited (the “Company” or “SMIT”)
hereby announces the consolidated results of
the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended
31 December 2019 (the “Reporting Period”)
together with the comparative figures for the
corresponding period in 2018.



meElER

#HE —E—INFZH="1—HI-FF

g
SHE AR

Vil

Hitleds > ##
HAtA

BF 3% A 52

$HE By # A S

— e RATELA 52

4B Al E Y DL A 1

i(«.%‘.;%-‘ﬁﬂ/ Eﬂﬁ

AEIA »

I3 P 1R A A TR A
K& T H

BRATERANER / (B1])

Frid Bk

FRimAl

UT&BREEER/(F8)
LYNGIE 2N
I PR £

AL T NIEAG 1 )

BERCEEA R (B 5E )
(53s SLARINESY I S

Revenue
Cost of sales

Gross profit

Other gains, net

Other income

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

Net impairment losses on financial assets

Operating profit/(loss)

Finance income, net

CONSOLIDATED INCOME STATEMENT

For the year ended 31 December 2019

BE+t-A=t-HLHFE

i
Note

3,4

(O, BNV, BT, B, R S s

Share of net loss of investments
accounted for using the equity method

Profit/(loss) before income tax

Income tax credit

Profit for the year

Profit/(loss) is attributable to:

Owners of the Company
Non-controlling interests

Earnings per share attributable to

owners of the Company

Basic earnings per share (USD per share) 8
Diluted earnings per share (USD per share) 8

Year ended 31 December

“E-F ZE-NR
2019 2018

XL e

USD USD
38,099,720 41,318,578
(22,824,996) (27,641,807
15274724 13,676,771
19441664 3,967,391
2422792 1,013,346
(9.598,577)  (7,799,119)
(4.083,511)  (2,663,959)
(12,132,695)  (8,862,635)
(19.971) (759,318)
11304426 (1427,523)
583,727 1,149,740
(266,833) -
11,621,320 (277.783)
700,991 1,593,307
12,322,311 1,315,524
10,602,142 1,317,734
1,720,169 (2,210)
12,322,311 1,315,524
0.033 0.004
0.033 0.004
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CONSOLIDATED

COMPREHENSIVE INCOME

Profit for the year

Other comprehensive loss:

Item that may be reclassified
subsequently to profit or loss

Translation differences

Item that has been reclassified to
profit or loss

Exchange reserve released upon
deemed disposal of subsidiaries

Other comprehensive loss for
the year, net of tax

Total comprehensive
income/(loss) for the year

Attributable to:
Owners of the Company
Non-controlling interests

STATEMENT OF
For the year ended 31 December 2019

BE+-A=1+T—HLEE

Year ended 31 December

—g-nE —2-N\E
2019 2018

E E

USD UsD

_____ 12,322,311 1313024
(650,686) (3,807,022)
(3,197) -
......(053,883)  (3,807,022)
11,668,428 (2,491,498)
9,942,125 (2,487,783)
1,726,303 (3,715)
11,668,428 (2,491,498)
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION
As at 31 December 2019

BR+=-—HA=+—H
As at 31 December
—B-hE —B-)\F
2019 2018
ik En En
Note USD USD
gE ASSETS
FRBEE Non-current assets
W3 ~ Wm B Property, plant and equipment 3,152,061 1,735,894
i IR Right-of-use assets 1,041,791 -
HoAh e & Other intangible assets 396,294 5,053,319
a2 Goodwill 6,153,809 22,151,954
HAbREBCHRIA M A #IE Other receivables and prepayments 10 1,174,419 41,750
filf I ME s IR A BRI Investments accounted for
using the equity method 43,519,749 -
HRBE AT EAR Financial assets at fair value
1 4 Rl through profit or loss 14,596,569 18,246,807
R AL T A B Deferred income tax assets 3,218,233 2,770,689
73,252,925 50,000,413
RBEE Current assets
e Inventories 13,525,373 9,981,613
& 5 T HoA R IA Trade and other receivables
SHEA IR and prepayments 10 14,116,321 20,836,355
BT WE s ml i AR Loan to an associate 5,035,836 -
AJ Wi [B] iy A5 Income tax recoverable 116,543 138,006
3% PR SR 47 F7 3K Restricted bank deposit 519,266 5,000,000
Bl KB & EY) Cash and cash equivalents 70,902,673 54,962,324
104,216,012 90,918,298
mEE Total assets 177,468,937 140,918,711
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EQUITY AND LIABILITIES
Equity

Share capital

Share premium

Merger reserve

Share-based payment reserve

Statutory reserve

Retained earnings

Capital reserve

Exchange reserve

Capital and reserves attributable to
owners of the Company

Non-controlling interests
Total equity

Liabilities
Non-current liabilities
Lease liabilities
Other payable
Deferred income
Deferred income tax liabilities

Mt it
Note

Rt+t=-A=+—H
As at 31 December

—E-hF ZF-N\F
2019 2018

e B
USD USD

6,364 6,326
101,505,767 100,982,947
(48,810,141) (48,810,141)
16,105,925 16,955,752
4,913,464 4,913,464
48,468,552 37,866,410
1,212,543 1,212,543
(1,768,364)  (1,108,347)

121,634,110 112,018,954

1,967,240 240,480
123,601,350 112,259,434
658,318 -
47,612 1,507,404
7,560,012 6,568,365

— 692,730

8,265,942 8,768,499
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Note

Current liabilities
Trade and bills payables 11
Accruals and other payables
Contract liabilities
Bank borrowings
Deferred income
Lease liabilities
Income tax payable

Total liabilities

Total equity and liabilities

Rt+t=-A=+—H
As at 31 December

—g-hE —2-N%
2019 2018

E ES

USD USD
9,220,640 4,089,422
8,595,728 5,048,584
433,121 740,720

- 5,335,126
26,730,507 4,669,282
449,178 -
172,471 7,644
(A3,001645 19,890,778
23,867,587 28,699,277
177,468,937 140,918,711
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NOTES

GENERAL INFORMATION

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

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

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

The consolidated financial statements are presented
in United States dollars (“USD”), unless otherwise
stated.
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FEEERI 1998 (BRTA)
HKAS 19 (Amendment)
FsE RIS 2898 (BRTA)
HKAS 28 (Amendment)

T s B i HE RSS9 98 (IBRTAS)
HKFRS 9 (Amendment)
T B T R R AR 16958

HKFRS 16
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HK(IFRIC)-Int 23

FEPCETA A (IBRTA)

Annual Improvements Project
(Amendment)
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2 BASIS OF PREPARATION AND CHANGES
IN ACCOUNTING POLICIES

2.1 Basis of preparation

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

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

(a) New and amended standards and
new interpretation adopted by the
Group

The Group has applied the following
new and amended standards and
new interpretation for the first time
for their annual reporting period
commencing 1 January 2019:

FEEERT ~ A A
Plan Amendment, Curtailment or Settlement
BN R s B AR R IR
Long-term Interests in Associates
and Joint Ventures
HE B 0 TR A SROE R
Prepayment Features with Negative Compensation
N
Leases

ANTHERE P A Ao B i PR

Uncertainty over Income Tax Treatments
FEREBOE (“F-RFE T LA
Annual Improvements 2015 — 2017 Cycle

The Group had to change its
accounting policies as a result of
adoption of HKFRS 16. The Group
elected to adopt the new rules
retrospectively but recognised the
cumulative effect of initially applying
the new standard on 1 January 2019.
This is disclosed in Note 2.2. The
adoption of other amended standards
and new interpretation did not have
any material impact on the current
period or any prior periods.



(b)

7K 55 3] j5f K FR AN HY T T R AE S 5T £
RIRBE2HER

DA 7 B A {HL i R % — JL4F
— H — H B4R W S AR AR R
Al M AREAE AT HE A e B SRS AR AR
P SIE A 2 AT PR A 1 2 e R R M AR

771'%0

s e RIS 198 SR s s e Al
85 (BFTA)
HKAS 1 and HKAS 8 (Amendment)
s BB i R R A 3 5% (BT AS)
HKFRS 3 (Amendment)
v A O HE IS 10 9% 1
AU g Rt e ISE 28 5% (IBRTAS)
HKFRS 10 and HKAS 28 (Amendments)

TG RIS 39 58 - A ds B
S ot Y I B85 7 5% % A v B 5 i o
HERIEE 5T (BRI A)

HKAS 39, HKFRS 7
and HKFRS 9 (Amendments)

A R BV S o A BB 17 5%

HKFRS 17

B BB RS ESR

Conceptual Framework for Financial
Reporting 2018

1% S5 B AT S HEAG R HE S R AR A HE 2R
HERAR > A B E K DR R a% S BT AT
BRI R LM SHESE - AEE D
BH & il BR 40 _E 237 5T K KRB R T HE
R R MRS HE R B AR A B S 288 > T
S MEAS B S A 4R BB 55 BB R
HINE R

11

(b)

New and amended standards and
conceptual framework not yet
adopted by the Group

The following new and amended
standards and conceptual framework
have been issued but are not effective
for the financial year beginning on 1
January 2019 and have not been early
adopted by the Group.

RT3 BHs 2 &%
MEFELEN
Effective for
accounting year
beginning on or after

EDNIINE S

Definition of Material

SEFS Y E 38

Definition of a Business

BEH KHBE A RS EE
EZHEE N ESTEE

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

B gt

Hedge Accounting

TRBg &%)
Insurance Contracts

A R s i B AE 2R

SRR A
1 January 2020
S
1 January 2020

1 18 2

To be determined

1 January 2020

“E_—H—H—H
1 January 2021
e N

Revised Conceptual Framework 1 January 2020

for Financial Reporting

The Group will adopt the new and
amended standards and conceptual
framework when they become
effective. The Group has already
commenced an assessment of the
related impact of adopting the above
new and amended standards and
conceptual framework, none of which
is expected to have a significant
effect on the consolidated financial
statements of the Group.
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2.2

Changes in accounting policies

This note explains the impact of the
adoption of HKFRS 16 “Leases” on the
Group’s consolidated financial statements.

As indicated in Note 2.1(a) above, 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
transition 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.

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%.

(a)  Practical expedients applied

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

. applying a single discount
rate to a portfolio of leases
with reasonably similar
characteristics;

. relying on previous
assessments on whether leases
are onerous as an alternative
to performing an impairment
review — there were no onerous
contracts as at 1 January 2019;

. accounting for operating leases
with a remaining lease term
of less than 12 months as at
1 January 2019 as short-term
leases;
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(b)

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

. using hindsight in determining
the lease term where the
contract contains options to
extend or terminate the lease.

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

Measurement of lease liabilities

ESH
UsD

Operating lease commitments disclosed

as at 31 December 2018

2,587,721

Impact of discounting using the lessee’s
incremental borrowing rate of at

the date of initial application

(2,205)

Short-term leases recognised on a

straight-line basis as expense

(792,158)

Adjustments as a result of a different

treatment of termination options

(1,726,353)

Lease liabilities recognised as at

1 January 2019

Representing:
Current portion
Non-current portion

(c)
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67,005

41,836
25,169

67,005

Measurement of right-of-use assets

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.
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(d) Adjustments recognised in the
consolidated statement of financial
position on 1 January 2019

The changes in accounting policies
affected the following items in the
consolidated statement of financial
position on 1 January 2019:

. right-of-use assets — increase
by USD67,005

. lease liabilities — increase by
USD67,005

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 year ended 31 December 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 EDA.

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

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

EDA - Development and application of full
process electronic design automation system for
chip design.

During the year ended 31 December 2019, the
Group no longer made any sales of blockchain
Servers.

During the year ended 31 December 2019, the
CODM assessed the performance of the Group
based on a measure of segment results using
adjusted operating profit/(loss) of the operating
segments, as opposed to the use of gross profit of
the operating segments to measure segment results
for the year ended 31 December 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 year’s
categorisation.
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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 profit/(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
investments 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.

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

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

Other information provided to the CODM is
measured in a manner consistent with that as
adopted for the consolidated statement of financial
position contained herein.
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For the year ended 31
December 2019

Segment revenue
External revenue

Segment results

For the year ended
31 December 2018

Segment revenue
External revenue

Segment results
(as restated)

As at 31 December 2019

Segment assets

As at 31 December 2018

Segment assets

REF B RERE
EmPOS FRi5EE AAERHG EDA ok

Rapid

verification

CAM and Blockchain  system and
mPOS Servers software EDA Total
En E En En En
USD USD USD USD USD
27,989,736 - 10,109,984 - 38,099,720
4,818,591 - 21,814,071 (3,667,790) 22,964,872
30,877,174 9,648,836 792,568 - 41,318,578
908,554 2,141,355 (54,630) (24,988) 2,970,291
19,458,541 - 58,906,221 3,035,819 81,400,581
26,194,164 1,990,991 23,632,678 - 51,817,833
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A reconciliation of reportable segment results
to profit/(loss) before income tax and reportable

segment assets to total assets is provided as

follows:

Reporting segment results
Corporate and unallocated expenses, net

Operating profit/(loss)

Finance income, net

Share of net loss of investments
accounted for using the equity method

Profit/(loss) before income tax

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

Income tax recoverable

Cash and cash equivalents
Restricted bank deposit
Corporate and unallocated assets

Total assets per consolidated
statement of financial position

17

BE+-—A=+—BHLEE

Year ended 31 December

—E-NF —E-N\F
2019 2018

ET E
USD USD
(R=EZ)

(as restated)

22,964,872 2,970,291
(11,660,446) (4,397,814)
11,304,426 (1,427,523)
583,727 1,149,740
(266,833) -
11,621,320 (277,783)

BR+=—BA=+—H
As at 31 December

—EB-NE ZZE-NEF
2019 2018

En E

USD USD
81,400,581 51,817,833
3,218,233 2,770,689
3,152,061 1,735,894
1,041,791 -
116,543 138,006
70,902,673 54,962,324
519,266 5,000,000
17,117,789 24,493,965
177,468,937 140,918,711
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Revenue
CAM
mPOS devices
Blockchain servers

Rapid verification system and software

Total sales of goods

REVENUE, OTHER INCOME AND OTHER

GAINS, NET

BE+-—A=+—BLEE

Year ended 31 December

Timing of revenue recognition

At a point in time

Other income
Government grants
Others

Other gains, net
Exchange gains, net

Fair value gain on contingent

consideration payable

Gain on deemed disposal of

subsidiaries (Note 12)

Net fair value (losses)/gains
on financial assets at fair

value through profit or loss

18

—2-nF —B-N\F
2019 2018
Fr En
USD USD

24,572,461 23,078,007

3,417,275 7,799,167
- 9,648,836

10,109,984 792,568

38,099,720 41,318,578

38,099,720 41,318,578

2,385,038 862,539
37,754 150,807

2,422,792 1,013,346

193,012 1,145,868
1,507,404 -

22,777,730 -

(5,036,482) 2,821,523

19,441,664 3,967,391
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EXPENSES BY NATURE
Expenses included “cost of sales”, “research and
development expenses”, “selling and distribution
expenses”, “general and administrative expenses”
and “net impairment losses on financial assets” are
analysed as follows:
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Year ended 31 December
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Auditors’ remuneration
— Audit services
— Non-audit services
Cost of inventories sold
Employee benefits expenses (including
directors’ emoluments)
Expenses relating to short-term leases
Travelling and entertainment expenses
Legal and professional fees
Provision for/(reversal of provision for)
impairment of inventories
Royalty expenses
Office supplies and utilities
Depreciation of property, plant
and equipment
Amortisation of other intangible
assets
Depreciation of right-of-use
assets
Advertising costs
Other taxes
Freight charges
Loss on disposals of property,
plant and equipment
Provision for impairment of
trade receivables
Lease payments for leases
previously classified as operating
leases under HKAS 17
Others

Total cost of sales, research and
development expenses, selling
and distribution expenses, general
and administrative expenses and net
impairment losses on financial assets
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—B-nE —B-\F
2019 2018

L E

USD USD
506,502 456,643
87,752 697,098
19,003,767 25,576,930
15,527,697 11,590,023
2,112,154 -
1,785,182 1,364,904
1,738,020 834,354
1,163,024 (320,473)
1,062,981 1,120,648
1,002,002 768,156
591,348 685,213
463,039 186,704
369,743 -
367,269 527,330
221,861 313,014
144,326 94,223
53,591 34,295
19,971 759,318

- 1,296,199
2,439,521 1,742,259
48,659,750 47,726,838
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6 FINANCE INCOME, NET

Finance income
Interest income on bank deposits
Interest accretion on non-current
trade receivables
Others

Finance income

Finance cost
Interest expense on
lease liabilities
Interest expense on bank borrowings

Finance cost

Finance income, net
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BE+-—A=+—BLEE

Year ended 31 December

—E-NF —E-N\F
2019 2018
eV eV
USD USD

762,568 1,079,527

- 32,534

- 49,487

... 762,568 1,161,548
(44,526) -
(134,315) (11,808)
______ (7884l (11,808
583,727 1,149,740
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INCOME TAX CREDIT

SMIT Group (Shenzhen) Co., Ltd. (“SMIT
Shenzhen”), a PRC subsidiary (2018: same) of
the Group, and S2C Shanghai Co., Ltd. (“S2C
Shanghai”), a PRC associate (2018: subsidiary)
of the Group, were established in the Shenzhen
Special Economic Zone and Shanghai, respectively.
As a result of the approval obtained from the
respective in-charge tax authorities in the PRC
as High/New Technology Enterprises as defined
under the New Enterprise Income Tax Law, both
SMIT Shenzhen and S2C Shanghai are entitled to a
reduced preferential enterprise income tax (“EIT”)
rate at 15% (“HNTE Preferential Tax Rate”) for a
3-year period from 2017 to 2019, respectively. An
EIT tax rate at 15% (2018: 15%) was applied to
the assessable profit of SMIT Shenzhen and S2C
Shanghai for the year ended 31 December 2019.

For the year ended 31 December 2019, Hong
Kong profits tax has been provided at the rate of
16.5% (2018: 16.5%) on the estimated assessable
profit for the year. Taxation on overseas profits
has been calculated on the estimated assessable
profits for the year at the applicable rates of
taxation prevailing in the countries in which the
Group operates, based on existing legislation,
interpretations and practices in respect thereof.

BE+-—A=+—BLEE

Year ended 31 December

—E-NEF —E-N\F
2019 2018
B B
USD USD
B[ i 4586 Current income tax
— B 1580 — Current income tax
Hh [ 4 35 T 5B PRC corporate income tax 325 -
g S IH Overseas tax 2,558 27,698
Rt yIEE ) Hong Kong profits tax 172,471 -
— W EBEAL — Under/(over)-provision in prior years
(AR 57,013 (551,477)
_______ 232,367 . (523,779)
IR SIE T 15 50 Deferred income tax
— KRAERE — Current year (1,192,063) (1,069,528)
— K E FERR JE T O MERT IR AT — Derecognition of deferred income tax
URET Ay assets previously recognised 258,705 -
______ (933,358) ___(1,069,528)
FrigBiEE % Income tax credit (700,991) (1,593,307)
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8.1

EARNINGS PER SHARE
Basic

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

BE+-—A=+—BLEE

Year ended 31 December

AL AT N A A (£ 0T)
B B4 T 2 AR - X B

Profit attributable to owners
of the Company (USD)

Weighted average number
of ordinary shares in issue

Basic earnings per share (USD)

—E-NEFE ZE-N\F
2019 2018
10,602,142 1,317,734
317,657,782 309,751,596
0.033 0.004
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8.2

Diluted

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

BE+-—A=+—BHLEE

Year ended 31 December

AL A RAT N A A (£ 0T)
B B4 T 2 AR - 2 B
S B )

A I 2 M ) 2

208 R 2

B AL A (355T)

Profit attributable to owners of
the Company (USD)

Weighted average number of
ordinary shares in issue

Adjustments for share options

Adjusted weighted average
number of ordinary shares for
diluted earnings per share

Diluted earnings per share (USD)

22

—E-NF —E-N\F
2019 2018
10,602,142 1,317,734
317,657,782 309,751,596
786,292 8,896,373
318,444,074 318,647,969
0.033 0.004
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DIVIDEND

BE+-—A=+—BLEE

Year ended 31 December

Proposed final dividend of HK$0.01
(equivalent to approximately
USDO0.001) (2018: HK$0.01
(equivalent to approximately
USDO0.001)) per share

—g-AEF =F-NF
2019 2018

L ES

USD USD
410,139 405,414

The final dividend for the year ended 31 December
2018 amounted to USD405,414 (HK$0.01
(equivalent to approximately USDO0.001) per
share) (2018: USD802,533 (HK$0.02 (equivalent
to approximately USDO0.003) per share)) was paid
in 2019. A final dividend in respect of the year
ended 31 December 2019 of HK$0.01 (equivalent
to approximately USDO0.001) per share, amounted
to a total dividend of USD410,139, will be
proposed at the upcoming annual general meeting
of the Company. This proposed final dividend
is expected to be an appropriation from share
premium and is not reflected as a dividend payable
in the consolidated financial statements as at 31
December 2019.
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30K LA
31 £ 60K
61 £ 90K
91 £180°K
181 £365K
365KV

PREPAYMENTS

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

Trade receivables — net

Prepayments

Notes receivable

Deposits and other receivables
from third parties

Deposits and other receivables from
related parties

Other receivables from associates

Less: Non-current portion

R+=—B=+—H
As at 31 December
—E-NF —E2-N\F
2019 2018
En En
USD USD
6,357,934 8,609,948
358,361 4,885,596
2,541,942 -
(1,954,107) (1,981,441)
_____ 7,304,130 11,514,103
4,708,149 8,371,901
135,994 66,190
2,035,368 898,156
522,747 27,755
584,352 —
_____ 7,986,610 9,364,002
(1,174,419) (41,750)
14,116,321 20,836,355

As at 31 December 2019, the ageing analysis of

the trade receivables based on invoice date is as

follows:

Within 30 days
31 to 60 days
61 to 90 days
91 to 180 days
181 to 365 days
Over 365 days

24

R+=—HA=+—8

As at 31 December
—B-NE —B-N\F
2019 2018
ESn B
USD USD
3,449,092 2,950,429
1,987,818 563,046
373,062 2,600,183
702,199 154,937
1,033,196 5,465,007
1,712,870 1,761,942
9,258,237 13,495,544
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TRADE AND BILLS PAYABLES

Trade and bills payables are aged as follows:

R+=—BA=+—H
As at 31 December
—E-NEF ZZE-N\F
2019 2018
8,295,499 2,000,216
243,137 1,205,815
- 517,492
632,208 324,153
49,796 41,746
9,220,640 4,089,422

DEEMED DISPOSAL OF INTEREST IN S2C
SHANGHAI

Pursuant to a capital injection agreement dated 27
December 2019, S2C Shanghai agreed to allot and
issue shares to certain third-party investors. Upon
completion of the transaction on 31 December
2019, the equity interest of S2C Shanghai held by
the Group was diluted to 49.19% and no longer
be an indirect non-wholly-owned subsidiary and
became an associate of the Group.

USD
E Y
B 549.19% B REM Fair value of 49.19% equity interest of S2C Shanghai
NFE 42,999,190
BB L Direct expenses (108,974)
42,890,216
W O A Less: net assets disposed of
E RN & ] Property, plant and equipment (38,042)
[GE 3 Goodwill (15,896,824)
HABTY & Other intangible assets (4,397,343)
it FHRE Right-of-use assets (101,360)
75 Inventories (897,129)
JRE WS IR Accounts receivables (2,245,837)
FEAS R B At R R TE Prepayment and other receivables (4,383,228)
B4 T B4 5B Cash and cash equivalents (3,873,804)
JEASH AR 3K Accounts payables 2,717,374
At B A RO % E 2 Other payable and accruals 8,440,465
R AL BT 15 Bl A R Deferred income tax liabilities 255,704
HHRIAME Contract liabilities 161,413
HEAME Lease liabilities 101,421
JREASS Bl 53850 Income tax payable 1,765
DB AR £ B A R A Share-based payment reserve 39,742
A & B ] A MR Exchange reserve released upon deemed disposal 3,197
FAE B B i e Gain on deemed disposal 22,777,730

25
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13

EVENTS AFTER REPORTING PERIOD

(a)

(b)

On 31 January 2020, SMIT Shenzhen
entered into a capital injection agreement
with Shenzhen Giga Design Automation Co.,
Ltd (“Giga”) and Shenzhen Hongtai Hongxin
Share Investment Fund Partnership (Limited
Partnership) (“HTHX Fund”), pursuant to
which SMIT Shenzhen will make a capital
injection of RMB90 million (equivalent to
approximately USD13 million) in Giga.
Immediately prior to the capital injection,
Giga was held as to 99.01% by the HTHX
Fund and 0.99% by SMIT Shenzhen
respectively. Upon completion of the capital
injection, Giga will be held as to 90.91%
by the HTHX Fund and 9.09% by SMIT
Shenzhen.

Since early 2020, the epidemic of
Coronavirus Disease 2019 (“the COVID-19
outbreak™) has spread across the PRC and
other countries, and it has affected business
and economic activities to some extent.

@) Certain accounting estimates and
judgements that have been used in
preparing the consolidated financial
statements for the year ended 31
December 2019 might be adjusted
in 2020 as a result of the impact
of COVID-19 outbreak, which are
summarised below.
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The Group tested goodwill
for impairment and the
recoverable amount of the
relevant CGU exceeds its
carrying amount, thus no
provision for impairment
is made. In performing
this assessment, the Group
estimated the present value
of future cash flows of the
CGU based on the conditions
as at 31 December 2019. In
the goodwill impairment test
to be performed in 2020,
COVID-19 outbreak and its
impact on the present value of
estimated future cash flows of
the CGU will be considered.
Up to the date on which
these consolidated financial
statements were authorised
for issue, the Group is still
in the process of assessing
the impacts of the COVID-19
on the performance of the
relevant CGU in 2020 and is
currently unable to estimate
the quantitative impacts to the
Group.

In assessing deductible
temporary differences and
tax losses for the recognition
of deferred tax assets of the
Group, the Group considered
future taxable profits that will
be available against which
the deferred tax asset can be
utilised. The COVID-2019
outbreak might have impact on
the operations of the respective
subsidiaries of the Group such
that it might not be profitable
in the near future, as certain of
its tax losses will be expired
and therefore the related
deferred tax assets recognised
might not be utilised. Up
to the date on which these
consolidated financial
statements were authorised
for issue, the Group is still in
the process of assessing the
impacts of the COVID-19 on
the performance of the relevant
subsidiaries in 2020 and is
currently unable to estimate
the quantitative impacts to the
Group.
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(i1)

- The Group’s certain equity
investments are classified as
financial assets and measured
at fair value through profit
or loss. As at 31 December
2019, the total fair value of
the financial assets at fair
value through profit or loss
amounted to USD14,596,569.
In 2020, fair value of the
Group’s equity investments
may be subject to fluctuation
due to the COVID-19 outbreak,
the impact of which is still
under assessment. The Group
will continue to communicate
with external valuers to further
understand the impacts of
the COVID-19 outbreak to
the valuation of the equity
investments in 2020.

In March 2020, the Hong Kong
Science Park has given a rental
payment discount to the Group for its
tenancy in Hong Kong Science Park
for the period from 1 April 2020 to
30 September 2020. Based on the
letter of notice from the landlord, it is
estimated that the discount will result
in a reduction of total undiscounted
cash outflow of HKDI1.5 million
(equivalent to approximately USDO0.2
million) for the year ending 31
December 2020.
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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 supplier of mobile point-of-sales or mPOS
systems, and develops and markets mPOS
devices for the mobile payment industry in
China.

Prior to the deemed disposal of S2C business
before year end, 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 investment period the research and
development.
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CAM

For the year ended 31 December 2019, the
Group recorded revenue of approximately
US$24.6 million from CAM, around 6.5% more
than last year, and accounted for around 64.5%
of the Group’s total revenue. The European
market (excluding Russia) remained the largest
market for the Group’s CAM business, and
made up around 59.7% of total CAM sales,
which was approximately 0.4% less than the
previous year. The share of revenue from
Russia accounts for about 17.2% of CAM’s
total sales, which increases about 34.5% year
on year. Other emerging markets, accounted for
approximately 16.7% of its total CAM sales,
reported a year-on-year increase of around
2.6%. The Mainland China market contributed
approximately 6.4% of its total CAM sales,
representing an increase of around 30.1%
year-on-year.

Approaching to the end of analog switch-
off (ASO) by most of the market operators in
Europe, the market demand was stabilized. Sales
increase in the Russian region has benefited
from a significant increase in the number of
satellite users. The acceptance of CI CAM in
emerging markets has been affected by the base
number of TV-adaptive models, the market
capacity is therefore limited, but the increase
in customer demands in the African markets
has brought some growth in the overall sales in
emerging market. In the domestic market, under
the impact of IPTV and limited investment
by the operators in the project of USB CAM,
despite the lower-than-expected sales, thanks to
the increased investment in broadcast control
platforms by operators, the overall domestic
revenue increased with the increased demand for
engineering cards in the second half of 2019.
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Last year, the Group took the lead in completing
the deployment of CI + 1.4 products in Europe
and also displayed the latest CI + 2.0 and
HbbTV products with major industry partners
during the IBC exhibition in September.
The CAM and TV products that comply
with the new specifications will bring more
secure, beautiful and convenient products to
the broadcast TV paid industry, helping the
operators promote more services to users on
CI + products. In addition, during the year,
the integration of smart-card-less conditional
access technology with various conditional
access companies had been completed and
the customized CI + 1.3 functional products
to a number of operators had been launched.
The Group continues to invest in USB CAM
products, completing product integration with
a number of domestic TV manufacturers and
operators.
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mPOS

In view of the oversupply of the mobile
payment terminal market and the fact that China
has continued to tighten its financial policies,
the funds of the payment business channels
become increasingly tight, which resulted in
the increasing operation risks of the payment
terminal business during the year. For the year
ended 31 December 2019, the sales revenue
from mPOS decreased by approximately 56.4%
year-on-year to approximately US$3.4 million,
accounting for around 9.0% of the Group’s total
revenue.

Rapid verification system and software — S2C

S2C, a subsidiary of the Group prior to its
deemed disposal before year end, further
optimized product performance and services in
2019, and also enhanced its production capacity
significantly. For the year ended 31 December
2019, S2C contributed revenue of approximately
US$10.1 million, accounting for approximately
26.5% of the Group’s total revenue.

Apart from the full year impact of the operating
result of S2C in 2019, S2C experienced an
organic growth in revenue mainly driven by its
complete range of products, which can meet the
needs of various customers. After the existing
mature products have undergone early market
cultivation, the number of additional orders
from customers has grown rapidly, especially in
the Japanese and American markets. The new
products launched in 2019 are highly modular
and integrated, which were widely recognized
in the market once launched, with orders
growing rapidly. On the customer side, S2C has
cooperated with a number of well-known IC
design companies, and its renewal needs have
been further released, which has contributed to
the growth of S2C’s revenue.



EDA

H & — /R EOR S T8 h seat B AR E T
sCat B B b A A B 4% B | 22 B 5K R R4
ROEE > T JUAR AR AR BRE B R OR )
S A W BURF SCHF > 8N 8 38 45 3t B A Bl g
R B R AR A AF o 23 A 7 58 3= AL B
BERCht ~ A5 B 7T B NI A et e LA AT
% T T R 7 AR A > (R A T 0l B 1Y
EJ??E‘% > fEHEED A E S Ml J5 B #1128

TEJUFEZH > AREE P EE TR ORE
([ 7oKL ) B G ML EDAWEFE B - 48 48 Bl
VU RE ) L2 TH KB G A > E— AR A
TESE YR > AR B SE R B RS
ANA TR EERT -

“ERNAFEEH AR BB EET
P PE — — XA 2 S [ 15 - Bl o B A
I 1o A ) P Al B O R R B AT 438 — B
i 2 o 2 B AR ek o AN SR T % BV IRV
A L o I8 ] o S ST R I A AR

33

EDA system

After being approved 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 Group
leveraged on its strong financial advantages
and strong government support to actively
mobilize local government and enterprise
resources and universities to carry out
in-depth cooperation in 2019. By continuously
improving the fundamental research and
development facilities, increasing talent pool
with adequate training, and formalizing the
standard management of special research and
development projects, it guaranteed the orderly
progress of various technological developments
and promoted the initial formation of the EDA
industry layout plan.

In March 2019, the Group and Xidian
University (“XD University”) jointly
established the EDA Research Institute.
Through a number of major strategic
cooperation with XD University and further
relying on the advantageous resources of all
parties, the Group advanced technological
Research and development, high-end talent
cultivation and industry cultivation.

In July 2019, the Group signed a strategic
cooperation agreement with Shanghai
Lingang Group( LG EF#E4EH), the only
large scale state-owned enterprise under the
Shanghai State-owned Assets Supervision
and Administration Commission that engaged
in investment, development and operation of
industrial parks and supporting services related
to the parks. The Group and Shanghai Lingang
Group will focus on in-depth cooperation
around the semiconductor industry.
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For the year ended 31 December 2019, the
research and development expenses of the
Group’s EDA system were about US$3.7
million, accounting for approximately 9.6% of
total revenue.

In the future, the Group will continue to
increase its R&D investment in EDA systems,
fully promoting the formation of new revenue
growth points.
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FINANCIAL REVIEW
Revenue

For the year ended 31 December 2019, the
Group generated revenue of US$38.1 million,
representing a decrease of around 7.8%

A5 ] {58 1 K8 [ PR B SE RS T 3 o KBS TR E75/>  compared with 2018. The revenue decrease
7 an (1 N is mainly attributable to the termination of
blockchain business in 2019. The following
table shows revenue breakdown by business
segments:
BEt-A=t-RHLFE
Year ended 31 December
“2-NE —2-N\F
2019 2018
HH T %  HH#HFET % #E AL
USS$ million % US$ million % Change in %
[EESEME 2 Blockchain server - - 9.6 23.3 -
R CAM 24.6 64.5 23.1 55.9 6.5
mPOS mPOS 3.4 9.0 7.8 18.9 -56.4
TREER RS R4 Rapid verification
B system and software 10.1 26.5 0.8 1.9 1162.5
38.1 100 41.3 100 -1.7
EFREF = Gross Profit and Gross Profit Margin
BEE-NETF A=+ —HIH4EERTH Gross profit amounted to US$15.3 million for

FI1S3ABEET > - F— /) FHN1.6H &
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BHEE40.1% > HFEEF21.1% » FEEFY
?;’fﬁ BB T B 3R PR B R R A Bk
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the year ended 31 December 2019, representing
an increase of US$1.6 million or 11.7%
compared with 2018 mainly due to the new
product sales revenue stream as a result of the
acquisition of S2C in December 2018. Gross
profit margin increased by 21.1% year-on-year
to 40.1%, which was mainly attributable to the
sales of rapid verification system and software
which is of higher gross profit margin.
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Research and Development Expenses

Research and development expenses mainly
include salaries and benefits of the Group’s
research and development staff, rental and
office expenses, CA certification fees,
professional service fees and transportation and
lodging. During the year ended 31 December
2019, research and development expenses grew
from US$7.8 million to US$9.6 million, mainly
due to increased research and development
expenses on rapid verification system and
software and increased expenditure of the EDA
research and development projects.

Selling and Distribution Expenses

Selling and distribution expenses mainly
include salaries and benefits of sales and
marketing staff, marketing, training and
promotion expenses, travel and entertainment
and rental and office expenses. For the year
ended 31 December 2019, sales and distribution
expenses were US$4.1 million, increased by
53.3% compared with 2018, which was mainly
attributable to the expenses associated to the
newly-acquired rapid verification system and
software business.

General and Administrative Expenses

General and administrative expenses mainly
include salaries and benefits of management,
administrative and finance staff, professional
service fees, rental and office expenses,
provision for doubtful debts, and travel and
entertainment. For the year ended 31 December
2019, general and administrative expenses
amounted to US$12.1 million, representing
an increase of 36.9% compared to 2018.
The increase was mainly attributable to the
expenses associated to the newly-acquired rapid
verification system and software business.
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Income Tax Credit

Income tax credit mainly consists of PRC
corporate income tax and Hong Kong profits
tax for the PRC and Hong Kong subsidiaries
of the Group, respectively. Income tax credit
decreases from US$1.6 million for the year
ended 31 December 2018 to US$0.7 million for
the year ended 31 December 2019, mainly due
to a change in the profitability of the Company
and its subsidiaries in the respective countries.

Profit for the Year

Profit for the year ended 31 December 2019
amounted to US$12.3 million, representing a
increase of 836.7% when compared with 2018.
It was mainly attributable to an one-off gain on
the deemed disposal of the equity interests in
S2C Shanghai Co., Ltd. (B (L) /5 B8
H A PR F]) completed during the year.

Liquidity, Financial Resources and Debt
Structure

The Group continued to maintain a healthy and
solid liquidity position. As at 31 December
2019, total cash and cash equivalents of the
Group amounted to US$70.9 million (as at
31 December 2018: US$55.0 million) and
were mainly denominated in RMB and US
dollars. The Group recorded net current
assets amounting to US$58.6 million (as at
31 December 2018: US$71.0 million) and its
current ratio, calculated by dividing total current
assets by total current liabilities, was 228.7%
(as at 31 December 2018: 457.1%).
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As at 31 December 2019, the Group had no
bank borrowings (2018: US$5.3 million) and
lease liabilities of US$1.1 million (2018: nil).
No restricted bank deposit had been pledged for
the bank borrowings (2018: US$0.5 million).
No hedging activity had been carried out by the
Group. Gearing ratio of the Group, as calculated
by dividing total bank borrowings by total
equity, was 0% (2018: 4.8%) as at 31 December
2019. Apart from the above bank borrowings,
the Group had unutilized banking facilities of
RMB7.9 million (equivalent to US$1.1 million)
(2018: RMB100 million (equivalent to US$14.6
million)) and US$15.0 million (2018: US$10.0
million) in Mainland China and Hong Kong
respectively. The Group did not have any other
outstanding indebtedness or any outstanding or
authorised but unissued debt securities, term
loans, other borrowings or indebtedness in the
nature of borrowings, acceptance credits, hire
purchase commitments, mortgages and charges,
contingent liabilities or guarantees outstanding.

Use of Net Proceeds from Listing

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

A commenced in the Stock Exchange), to the date
of this announcement, the net proceeds raised
from the Listing had been applied as follows:

BREERE
Fr 8 ®IE R BEH
fhEt £ AR S
BRER R F Zliiﬁ*tEIEH
FRiiPnis  RAEBENFRE WS
MERASH MIEAR ﬁ[‘%}ﬂﬁ
Use of
proceeds
adjusted Actual use
according to  of proceeds
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Business objectives proceeds as estimated Date to

as stated in the stated in the listing the date of

Prospectus Prospectus expense this report
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FE i HLE S P85S E) Product planning and
research and development 40% 100.64 100.64
B KT G HERE B Sales and marketing
expenditures 30% 75.48 59.30
A RE & P S i Possible mergers and
acquisitions 20% 50.32 50.32
B E e N Working capital and general
NSIDERS corporate purposes 10% 25.16 25.16
100% 251.60 235.42
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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.
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Capital Commitments

For the year ended 31 December 2019, the
Group has capital commitments of US$2.4
million (2018: nil) contracted, but not provided
for, and did not have any authorised but not
contracted for capital commitments (2018: nil).

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

As at 31 December 2019, the Group had equity
securities investments in a total of six unlisted
companies and had interest in an unlisted fund
with an aggregate fair value of approximately
US$14.6 million (2018: US$18.2 million). Set
out below are the significant investments of the
Group:

On 21 May 2019 (after trading hours), our
Group company, a wholly-owned subsidiary
of the Company, SMIT Group (Shenzhen) Co.,
Ltd (“SMIT Shenzhen”)(as the purchaser),
Ms. Li Xue (as the Seller), Shenzhen Giga
Design Automation Co., Ltd (I
AN F T A R A F]) (“Giga Design”) and
Shenzhen Hongtai Hongxin Share Investment
Fund Partnership (Limited Partnership) (¥&
DB OB EEES B (HFRES
%)) (“HTHX Fund”) entered into the Equity
Transfer Agreement, pursuant to which SMIT
Shenzhen agreed to purchase and the Seller
agreed to sell approximately 0.99% equity
interest in Gign Design at the consideration of
RMB10.0 million. Giga Design is the product
of a co-operation investment project between
the China IC Fund and the Shenzhen Guiding
Fund to engage in the development of EDA
design software. In recognition of the Group’s
technological capabilities in the IC design
sector and our strategy to develop EDA tools,
the Group was invited to participate in the
investment project through the Acquisition. The
Acquisition will allow the Group to be in touch
with the latest EDA design software projects
which in turn will further enhance the Group’s
capabilities in developing the full process EDA
system. On 31 January 2020, SMIT Shenzhen’s
equity interest of Giga Design was increased
from 0.99% to 9.09% through a capital injection
of RMB90 million in Giga Design. For futher
information, please refer to Note 13(a) to the
annual results announcement.
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On 27 December 2019, the Group entered
into a capital injection agreement with certain
independent investors (the “Investors”),
pursuant to which the Investors agreed to
contribute a total of RMB309,821,000 into
S2C Shanghai, of which RMBS§,568,358
was contributed as additional registered
capital in S2C Shanghai and the remaining
balance was credited to the capital reserve
in S2C Shanghai. Prior to the signing of the
capital injection agreement, the Company
was interested in approximately 95.43% of
S2C Holding Corporation (“S2C Holding”),
which in turn was interested in 100% of S2C
Shanghai. Upon completion of the transaction,
the total registered capital of S2C Shanghai
would increase from RMBZ&,296,748 to
RMB16,865,106, S2C Holding’s equity interest
in S2C Shanghai would decrease from 100%
to 49.19% and S2C Shanghai would cease
to be a subsidiary of the Group and become
an associate of the Group. Completion of the

Capital injection took place on 31 December
2019.

The Group will continue to search for
prospective targets for investment, cooperation
opportunities and new business.

Contingent Liabilities

As at 31 December 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 and rapid verification devices of the
Group were predominantly denominated in
US dollars while sales of mPOS devices was
denominated in RMB. The Group’s costs of
production are predominantly denominated in
RMB.
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For the year ended 31 December 2019, the
Group did not enter into any foreign currency
forward contracts or use any derivative
contracts to hedge against the risk incurred
from its currency exposure. The Group manages
its currency risk by closely monitoring the
movement of foreign currency rates and may
consider hedging significant foreign currency
exposure should the need arise.

Employees and Remuneration Policy

For the year ended 31 December 2019, the
Group employed about 290 employees (as at 31
December 2018: 282 employees), of whom 263
were based in Mainland China, 7 in Taiwan,
10 in Hong Kong and 10 in other countries
around the world. For the year ended 31
December 2019, staff costs (including salaries,
social insurance, provident funds and share
incentive plan) amounted to US$15.5 million
in aggregate, representing 40.8% of the total
revenue of the Group.

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

OUTLOOK

Since last year, the global integrated circuit
industry has entered a period of evolution and
transformation, and the industrial structure
of China’s integrated circuits has continued
to be optimized. Under the new environment,
the development of the integrated circuit
industry faces not only huge challenges but
also rare opportunities. In line with the rapidly
growing needs of the national semiconductor
design industry, the Group’s business now
covers the design and application of pay TV
broadcast security products and the research
and development and application of integrated
circuit electronic design automation (“EDA”)
systems.
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In respect of CAM business, the Group will
introduce a new CAM chip platform, which
will increase the competitiveness of its products
in terms of performance, security and cost.
Products will also continue to be invested in the
development and market launch of new industry
standard products, including HbbTV, CI + 2.0
and domestic USB factors. In respect of the
market, the Group will increase the marketing
of USB products, including CI + 2.0 in Europe,
the customized products of the domestic and
emerging market operators, and meanwhile,
actively explore the market opportunities
of USB CAM combined with OTT terminal
equipment in China.

The current spreading of COVID-19 pandemic
has certain impact on the Group’s CAM
business: 1) the production capacity of storage
devices and passive components has been
affected, which may possibly lead to an increase
in the purchase prices of such components
and our product costs to a certain degree, as
well a prolonged stocking (inventory) turnover
period; 2) in order to curb the spreading of the
pandemic in many European countries, their
focus is shifting to the provision of medical
care and the production of medical products,
resulting in a slowdown in the provision of
home entertainment programs; and 3) the
extension of the exhibition will also make it
impossible to visit customers and carry out
the onsite product tests during the pandemic
period, thus affecting the promotion of new
products. In response to this, the Group will put
efforts to take the following countermeasures:
1) make pre-procurements for the potential
orders based on the quantities of expected
orders from customers so as to reduce potential
procurement risk; 2) proactively communicate
with customers to ensure that the quantities of
pre-procurements can meet the demand of new
orders from customers, and that the shipments
can be made for those orders already placed
by its customers as soon as possible; and 3)
take the sample-sending approach and create a
complete development environment in Shenzhen
to step up the research and development of
products, so as to ensure the rapid rollout of
market promotion upon disappearance of the
pandemic.
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In respect of mPOS business, the previous
business has been suspended in response to
fierce market competition and the change in
industry models. However, we will continuously
explore new models and seize opportunities to
regain our growh in the Fintech business.

In respect of rapid verification system and
software business, in view of the fact that
S2C Shanghai is no longer the Company’s
subsidiary, the business will develop
independently in the future. The new round of
capital injection provided S2C Shanghai with
sufficient working capital to finance its existing
and future research and development projects
and other necessary capital expenditures. In
addition, the introduction of Shanghai investors
increased the possibility of S2C Shanghai’s
application for support from Shanghai local
government, which has currently introduced
several favourable policies for the business
activities of S2C Shanghai. As the largest
shareholder of S2C Shanghai, the Group will
fully support S2C Shanghai to make the rapid
verification system and software business bigger
and stronger.
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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 future, the Group will make full use of its
advantageous position in the industrial chain,
comprehensively integrate major resources,
adhere to the strategy of independent research
and development, combination of industry,
academy and research, investment and mergers
and acquisitions, and comprehensively deploy
EDA field. The Group will adhere to integrated
circuit design as the core focus, and security
and applications products as the pillar. On
the basis of ensuring the steady development
of traditional businesses, it will continue to
explore new revenue growth points, and explore
opportunities in the chip design industry in
multiple dimensions to achieve diversified
development. While enhancing the overall
strength of the Group, it will create greater
value for shareholders.
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SIGNIFICANT EVENTS AFTER THE END
OF THE REPORTING PERIOD

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

ANNUAL DIVIDEND

The Board recommend the distribution of an
annual dividend of US$410,139 for the year
ended 31 December 2019 (year ended 31
December 2018: US$405,414).

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

During the year ended 31 December 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 Rules Governing the Listing of
Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules™).
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CHANGES IN DIRECTORS’

INFORMATION

The Directors’ information is required to be
disclosed pursuant to Rule 13.51B(1) of the
Listing Rules. Our Independent non-executive
Director Mr. Jin Yufeng tendered his resignation
as independent director of Shanghai Belling
Co., Ltd* (b H B A RAF) (SHSE:
600171), an IC designer and application
developer listed on the Shanghai Stock
Exchange, with effect from November 2019.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Company has adopted the Corporate
Governance Code and Corporate Governance
Report (the “CG Code”) contained in Appendix
14 to the Listing Rules as its own code of
corporate governance since the listing of the
Company’s shares on 30 March 2016. The
Company has complied with the code provisions
of the CG Code set out therein except for
the code provision A.2.1 of the CG Code
throughout the year ended 31 December 2019.
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Pursuant to CG Code provision A.2.1, the
role(s) of chairman and chief executive should
be separated and should not be performed
by the same individual. As the duties of
chairman and chief executive of the Company
are performed by Mr. Huang Xueliang, the
Company has deviated from the CG Code
provision A.2.1. The Board believes that it is
necessary to vest both the roles of chairman and
chief executive in Mr. Huang Xueliang due to
Mr. Huang Xueliang’s extensive experience in
the industry, personal resume and the critical
role played by Mr. Huang in the Group and
its past development. The Board believes the
dual role arrangement provides strong and
consistent leadership and is critical for efficient
planning and management of the Group. As
all major decisions are made in consultation
with the members of the Board, and there are
three independent non-executive Directors in
the Board offering independent perspectives,
the Board is therefore of the view that there are
adequate safeguards in place to ensure sufficient
balance of powers within the Board. The Board
will also continue to review and monitor the
practices of the Company for the purpose of
complying with the CG Code and maintaining a
high standard of corporate governance practices
of the Company.

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

The Company has adopted the Model Code as
set out in Appendix 10 to the Listing Rules as
the code of conduct in respect of transactions
in securities of the Company by the Directors.
Having made specific enquiries with all the
Directors, the Company confirms that all the
Directors have complied with the required
standard as set out in the Model Code during
the year ended 31 December 2019.
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THE AUDIT COMMITTEE

The audit committee has reviewed with the
Company’s management and the external
auditors the accounting principles and practices
adopted by the Group, and has discussed
auditing, internal control and financial reporting
matters, including the review of the annual
results for the year ended 31 December 2019.

SCOPE OF WORK OF THE AUDITOR

The figures in respect of the Group’s
consolidated statement of financial position,
consolidated statement of comprehensive
income, consolidated income statement,
consolidated statement of changes in equity
and the related notes thereto as of and
for the year ended 31 December 2019 as
set out in this preliminary announcement
have been agreed by the Group’s auditor,
PricewaterhouseCoopers, to the amounts set
out in the Group’s draft consolidated financial
statements for the year. The work performed
by PricewaterhouseCoopers in this respect
did not constitute an assurance engagement
in accordance with Hong Kong Standards on
Auditing, Hong Kong Standards on Review
Engagements or Hong Kong Standards on
Assurance Engagements issued by the Hong
Kong Institute of Certified Public Accountants
and consequently no assurance has been
expressed by PricewaterhouseCoopers on this
preliminary announcement.
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PUBLICATION OF ANNUAL RESULTS
AND ANNUAL REPORT

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

By order of the Board
SMIT Holdings Limited
Huang Xueliang
Chairman

Hong Kong, 27 March, 2020

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



