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BUSINESS REVIEW

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

The Group obtained requisite approval 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 is
currently in the input period of the research and development.

CAM

In the first half of 2020, as the overall market sales of CAMs
steadily rose compared to the same period last year due to
overall increase in market demand, the Group's revenue
generated from CAM sales amounted to approximately
US$10.4 million, representing an increase of 1.6% when
compared to that in the first half of 2019 (for the six months
ended 30 June 2019: US$10.3 million), and accounted for
57.3% of the Group's total revenue.
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The revenue growth in the first half of 2020 mainly came from
the Russian market, which increased by 62.2% compared to
the same period last year. The European market remained the
largest market for the Group’s CAM sales, and made up around
60.8% of total CAM sales, representing an increase of 1.4%
compared to the same period last year. Although Europe and
Russia were affected by the COVID-19 pandemic in the first
half of 2020, the demand for CAM increased which, coupled
with some customer orders won over from our competitors,
increased our CAM sales. Whereas in the emerging markets,
due to the excessive inventory of the market operators in India,
there is no procurement plan for CAM this year, resulting in a
decrease in sales volume compared to the same period of last
year. The domestic market also declined due to the fact that
the sales channels in the broadcasting and TV sales network (&
TR EE) were greatly affected by the COVID-19 pandemic in
the first half of 2020.

In the second half of 2020, as the overseas COVID-19 pandemic
is still acute, various exhibition plans have been temporarily
put on hold. In the overseas market, we will continue to work
closely with customers to ensure that inventory stock can meet
additional demands in a timely manner. The Company will
closely monitor the development of the COVID-19 pandemic
and its impact on logistics to ensure product delivery. In the
domestic market, we will continue to promote the penetration
of USB interface products in the operators’ market and pursuit
further cooperation in the hotel market, while paying attention
to opportunities brought by 4K ultra-high-definition program
broadcasting.

Electronic design automation (EDA) system

In the first half of 2020, the Group’s national science and
technology project of “Development and Application of Full
Process Electronic Design Automation (“EDA") System for Chip
Design” had made certain achievements in the construction
of fundamental research and development facilities and team
building. While the internal R&D management continues to
improve, some software tools in the chip design processes have
already entered the pre-research stage, and some have entered
the hardware proofing and trial production stage. Certain
progress has also been made in patent application to support
the accumulation of core technologies and protect intellectual
property rights.
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In addition to stepping up internal talent training, the Group
also continues to deepen cooperation with major universities
to strengthen the pool of expert teams. On 12 June 2020,
Professor Hao Yue, an academic of the Chinese Academy
of Sciences, expert in microelectronics, a professor at Xidian
University and instructor of doctoral students, was appointed
as chief scientist of SMIT Shenzhen to comprehensively
enhance the Group's scientific and technological development
capabilities. On 5 July 2020, SMIT Xi‘an EDA Research Center
(SMIT (Xi'an) Limited) (FAZEIEDARRZE R ) (FAR B E
BEBBR A F]) was officially opened in Xi'an Hi-tech Zone. SMIT
(Xi‘an) Limited is a wholly-owned subsidiary of SMIT Shenzhen,
which is an EDA research center invested and established for
the deployment of electronic design automation for IC system
design, as well as design and application of security chips in
Xi'an High-tech Zone in response to major strategic needs
of the country. The EDA research center will leverage on the
talents and technological advantages of Xi‘an High-tech Zone
and universities such as Xidian University to build an important
R&D arm for the Group and promote the research and
development of the Group’s EDA technology.

In the first half of 2020, the research and development
expenses of the Group’s EDA system amounted to
approximately US$5.0 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.

FRERTRE INTERIM REPORT 2020 EAfHIZRREBRA R SMIT HOLDINGS LIMITED
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FINANCIAL REVIEW

Revenue

For the six months ended 30 June 2020, the Group generated
revenue of US$18.2 million (for the same period in 2019:

o EBEI D R US$17.6 million). The following table shows revenue
breakdown by business segments:
BEAA=ZTBLEXEAR
Six Months Ended 30 June
et g —E-NF
2020 2019 2y
BEET % B&EZET % B
Us$ Million %  US$ Million % Change in %
BER CAM 10.9 60.0% 13.0 73.8% -16.2%
EDA EDA 7.3 40.0% 4.6 26.2% 58.7%
18.2 100% 17.6 100% 3.4%
REBERA - AEBERGER T WFRMIEM3.4% T2 During the review period, the Group's revenue increased by

R EDAURZS AN -

ENRENR

E T _TEFANA=THIEANEANENASIAEETT
BT NFRPTHRI18EBEETL  EMEXRE292% (ZF
—NERE : 40.6%) © TEHRPEDAD EERTE
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3.4% compared with the same period in 2019, which was
mainly attributable to increase of EDA revenue.

Gross Profit and Gross Profit Margin

Gross profit amounted to US$5.3 million for the six months
ended 30 June 2020, representing a decrease of US$1.8 million
compared with the same period in 2019. Gross profit margin
amounted to 29.2% (for the same period of 2019: 40.6%),
which was mainly attributable to decline of gross profit from
the EDA segment.
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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
38.1% to US$6.0 million compared with the same period last
year, mainly due to increase in salaries and benefits of R&D
personnel and R&D project expenditure.

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$0.8 million, representing
a decrease of 56.7% compared with the same period last year,
mainly due to the absence of selling and distribution expenses
of S2C Shanghai in the consolidated statement in the first half
of 2020 due to S2C Shanghai ceasing to be a subsidiary of the
Group.

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, and
travel and entertainment. During the review period, general
and administrative expenses amounted to US$4.3 million,
representing a decrease of 19.2% compared with the same
period last year, mainly due to the absence of general and
administrative expenses of S2C Shanghai in the consolidated
statement in the first half of 2020 due to S2C Shanghai
ceasing to be a subsidiary of the Group.

FRERTRE INTERIM REPORT 2020 EAfHIZRREBRA R SMIT HOLDINGS LIMITED
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Income Tax Credit

For the period ended 30 June 2020, income tax credit of
US$17 thousand consists of overseas income tax expenses
and deferred income tax on tax losses and other temporary
differences. For the period ended 30 June 2019, the net
income tax credit of US$0.4 million consisted of deferred
income tax credit. The decrease in income tax credit was mainly
due to the decrease in deferred income tax as a result of the
decrease in tax losses of the PRC and Hong Kong subsidiaries.

Loss for the Period

The loss for the period amounted to US$6.4 million,
representing an increase of 146.3% compared to the same
period in 2019, mainly due to increased R&D expenses and
increased share of net losses of investments accounted for
using the equity method.

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 2020, total
cash and cash equivalents of the Group amounted to US$55.9
million (as at 31 December 2019: US$70.9 million). As at
30 June 2020, 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$26.8 million (as
at 31 December 2019: US$58.6 million) and its current ratio
was 156.3% (as at 31 December 2019: 228.5%) as at 30 June
2020.
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As at 30 June 2020, the Group’s outstanding balance of fixed
rate RMB bank loan amounted to US$6.4 million (as at 31
December 2019: Nil), and no restricted bank deposit pledged
in relation to relevant bank borrowing (as at 31 December
2019: Nil). In addition, the Group did not have any other
outstanding indebtedness, banking facilities or any outstanding
or authorised but unissued debt securities, term loans, other
borrowings or indebtedness in the nature of borrowing,
acceptance credits, hire purchase commitments, mortgages
and charges, contingent liabilities or guarantees outstanding.
Apart from the bank borrowings mentioned above, the Group
holds undrawn banking facilities in Mainland China and Hong
Kong respectively of RMB54.6 million (equivalent to US$7.7
million) (as at 31 December 2019: RMB7.9 million (equivalent
to US$1.1 million)) and US$15.0 million (as at 31 December
2019: US$15.0 million) in Mainland China and Hong Kong
respectively, as at 30 June 2020. The Group's gearing ratio, as
calculated by dividing total bank borrowings by total equity,
was 5.5% (as at 31 December 2019: N/A) as at 30 June 2020.

Capital Commitments

As at 30 June 2020, the Group has capital commitments of
US$3.6 million (as at 31 December 2019: US$2.4 million)
contracted, but not provided for, and did not have any
authorised but not contracted for capital commitments (as at
31 December 2019: nil).

Significant Investment, Material Acquisition and Disposal
of Subsidiaries and Associates

On 31 January 2020, SMIT Group Limited (“SMIT Shenzhen")
entered into a capital injection agreement with Shenzhen
Giga 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 Shenzhen Giga
Design Automation Co., Ltd. (“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, and
Giga became an associate of the Group.

FRERTRE INTERIM REPORT 2020 EAfHIZRREBRA R SMIT HOLDINGS LIMITED
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On 31 March 2020, SMIT Shenzhen, a wholly-owned subsidiary
of the Company, entered into the Equity Transfer Agreement
with certain independent investors (the “Investors”), pursuant
to which Investor Ms. Feng Yuanyuan (5#E3E), Investor Mr.
Shi Haiyong (78 2) and Investor Mr. Chen Yunhai (R
/&) would assume the payment obligation owed to Shanghai
SMIT Xinxin Semiconductor Co., Limited ("SMIT Xinxin") for
27%, 20% and 3% equity interest of SMIT Xinxin, respectively.
Investor Ms. Feng Yuanyuan (J5#&#) also paid RMB1 million
to SMIT Shenzhen for 1% equity interest of SMIT Xinxin. Prior
to equity transfer, SMIT Xinxin was a wholly-owned subsidiary
of the SMIT Shenzhen and the financial results and financial
positions of SMIT Xinxin were consolidated in the consolidated
financial statements of the Group. Upon completion of the
equity transfer, SMIT Xinxin ceased to be a subsidiary of the
Group and became an associate of the Group whereby the
financial results and financial position of SMIT Xinxin ceased
to be consolidated and was accounted for using the equity
method in the consolidated financial statements of the Group.

The Group did not hold any significant investment during the
review period.

Contingent Liabilities

As at 30 June 2020, 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). The Group's CAM sales were predominantly
denominated in US dollars, 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 2020, the Group employed 243 employees (as at
31 December 2019: 290 employees), of whom 234 were based
in Mainland China, 7 in Hong Kong and 2 in Germany. The
Group' staff costs (including salaries, bonus, social insurance,
provident funds and share incentive plan) amounted to USD6.1
million in aggregate, representing 33.4% 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 2020 EAfHIZRREBRA R SMIT HOLDINGS LIMITED

13



EEENWE DM

MANAGEMENT DISCUSSION AND ANALYSIS

RE

FEMRES ORI TRIENREFETRLREE - BEES
BB AR - BRIMTERBERERE SRR - mHm
IhERIE T3S - S IE e B 2R BB B R AR = B M B 3 T ALEY
BN EER S ARE K - PETINAE SRt REER - 12
THEEHERT -

BERREBIE  BEEENORERER Fanmfzgs -
NRERBISRIIER - BRE -SRI - 22U RKA
SEXHRARBEERNBZEF N - MHTH @ SHETRE
RN RRR A T E G - ANAS AR BUM T35 7 HH R AL SR Y
BREER - AR ETIZMEE — S HEECl+2 0O1F LR IR L
FOEM - BARIFIAESEREREBUSBER DR EMLEMR °

EDA¥M A @ BRESKRERMEEEAE  HKaENSH
HWEEHRE  #E—PRE2NEBCASTBERZR - NRERKE
REE - WINFEFGEE - (bR OEITE S o a ST
FOEENRE - MU TERNRSOITEMA - BEREEE
ESFER  REMEEITESEXEBERNEERITES B
HEBEXEKEERRAENEFTLESERIRENESE - #
AA -~ BER  FITEIEEZ AU TEINAZERANE - 2EMH
EDAZELT, -

RREEH R URKER R /ZL - ERMETHE  ES
e - WEAGBALRAKE - IIRE X AIFTER - HHEEDA
HREEREZRNE  AEEFEZRERHETRENE
- By O BIE SR ER R RS B BEMKEE - 2EREEE
MERE BT - NHIRBIRAREE KEE -

FRERTRE INTERIM REPORT 2020 EA4IZREFR AT SMIT HOLDINGS LIMITED

OUTLOOK

As the evolution of the COVID-19 pandemic continues to
impact the global economy and transnational trade sanctions
also keep escalating, the landscapes of domestic and
international industries are in a stage of substantial changes.
Faced with such severe situation, the Group has followed
China’s state strategic development to increase the domestic
production capabilities for chips and development tools in
response to crisis, and has continuously strengthened its
own technological layout and accumulation to enhance its
capabilities of independent research and development.

In respect of the CAM business, the Group will continue to
advance the research and development process of the new
CAM chip platform, striving to achieve breakthrough progress
during the year. Meanwhile, the Group will further enhance
the competitiveness of existing chip products in terms of
performance, safety and cost. In respect of the market, the
Group will promote different types of flagship products
for different regions. For example, it will launch a new
model of cardless CAM for the European market, promote
implementation of the Cl+2.0 standard mandatory policy in
emerging markets such as India, while domestically it will
promote customized products with USB interface using the
operator channels.

In respect of the EDA business, through cooperation with
universities in research and development projects to explore
joint development in patents and other aspects, the Group
will further improve and optimize the talent training system,
strengthen team building specialization, increase patent
reserves and enhance core technical strengths. While
strengthening the management of R&D centers in various
regions, the Group will perform systematic analysis and
assessment of the industry, closely follow the latest industry
trends, and timely grasp opportunities for cooperation with
or investment in outstanding enterprises in the industry or
the industry chain that have technological advantages and
can generate synergy with the business of the Group, so as
to strengthen ongoing development efforts from various
aspects such as talent, capital and technical cooperation for
comprehensive deployment in the EDA field.

In the future, by sticking to IC design as the core focus, the
Group will adhere to the strategy of independent research and
development coupled with combination of industry, academy
and research, investment and mergers and acquisitions to
accelerate the process of independent innovation, promote
EDA layout and full-process system research and development
to lay a solid foundation for the Group's new revenue growth,
and leverage domestic integrated circuit design to improve its
self-hematopoietic function. The Group will enhance its overall
strength with a view to create greater value for shareholders.
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RER]) Al f) 2R E A EHERNMERIRFRERD
2516 B&EETT - RIBERBEELNMSRFE - BK
BRMMAMAERIRFEEZERECRIBBRERRKE
NASHRERE | —EHAHRAPEE R T RE=ZA=1
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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 2020, the net proceeds raised from the Listing had been
applied as follows:

RIEBRARE
RIERME LT
BXBEHEN
BRERE BLEmABE
Use of proceeds E-ECEF
RRERFT adjusted according ANA=+EH
FBREESL to actual gross FEREERAR

BRERMAEKEE

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 2020
BEEET BEET
HK$ million HK$ million
EmRE RHERS 40% 100.64 100.64
Product planning and research and development
HERTISHERX 30% 75.48 65.66
Sales and marketing expenditures
QR 20% 50.32 50.32
Possible mergers and acquisitions
EERG R —MRARME 10% 25.16 25.16
Working capital and general corporate purposes
100% 251.60 241.78

MBRERAEE  RDANAESREFECEESSNE
MFEREERFBE A RFEIRITERFT BFH - ARQF]
W IR WA P18 5K IE F 5 AR B E AR AT 55 & LASK
BR%Z N-ZE-AF+_A=+t—BRk_Z-_ZTF, A=+
H - WARBANMERES N A16.18EBATRINES
BT EHAB A E RIS HER I KRB AAMBRERNZ
——FRAIEA -

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. As at 31 December 2019
and 30 June 2020, the outstanding unutilised proceeds
were approximately HK$16.18 million and HK$9.82 million
respectively. Such unutilised proceeds on sales and marketing
expenditures are expected to be utilised by end of 2021.
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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 2020 (six months ended 30 June
2019: Nil).

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

During the six months ended 30 June 2020, 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.
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Name of director

NS

Nature of interest

B0

Huang Xueliang @

MEE® BEiiEn

Kwan, Allan Chung-yuen @ Beneficial interest

B
Beneficial interest

BVALF@
Shuai Hongyu @

BB L) BatEn
Loong, Manfred Man-tsun © Beneficial interest

ME -

(1) [LIEESERAARSAREREERONEFR

Banan X EE R
Beneficial interest and interest in a
controlled corporation

INTERESTS OF DIRECTORS’ AND CHIEF
EXECUTIVE

As at 30 June 2020, 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

BEEBRERO
Number and class
of securities

172,049,090 AZ AL 17 (L) 54.00%
Shares (L)

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

6,340,465 B %17 (L) 1.99%
Shares (L)

6,137,129 & I 17 (L) 1.93%
Shares (L)

Notes:

(M The letter “L” denotes the Directors’ long positions in the shares of

our Company or the relevant associated corporation.

FRERTRE INTERIM REPORT 2020 EAfHIZRREBRA R SMIT HOLDINGS LIMITED
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(2 RIZE-TFRA=TH BEBREENS 043,624 M hEE#E
AR REES,426,400 AL BB AL h E A 5 - AL
7 Statemicroelectronics International Co., Ltd. 50% #5454 # Y
ATEEHISE AR A R] (2 A Ever Expert Holdings Limited) 99%
Bz o BAETARERAN - AFRA=THDBIREver
Expert Holdings Limited Jz Statemicroelectronics International Co.,
Ltd. 7B 2 142,621,603 %19 5 15,957,463 A 0 6 1
o

(3) RIZEZTFA=TH - BEEREEN223418BRHPHEFE
= B ATRREE 1,870,925 IR AR 7 B R AR AE R B 121 - BB MRS A
Cykorp Limited#) 2 #0##23 « Bt + BE S AR ER Cykorp Limited
F1589856,996 ik iR {7 R HE B s ©

@ REZSBEXASTA - BMITHARE,358,083M5 15 KK A
04,982,382 A 19 MORRRRAE T HE B 5

(5) RZZEZZTFA=+H -
R S R o

BESCBE S A I RRAE6,137, 129 AR 19 1Y

BREXFEEEIN R_FT_FF A=1+H"
X/ FARBRSITRA BRAREE 5 RS GPIF352 14
FHNARRBLMACELBRBERETRIMEARRLE
B R PTHA R R RERRBOEE (E& BB S LB RIS

XVER) Betn - MR SEE T A AR AR SAR -

MEES
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(2) As at 30 June 2020, 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 50% interest in
Statemicroelectronics International Co., Ltd. and 99% in Shenzhen
Qianhai Guowei Investment Co., Limited GEYIFTEE MR EBRE L
&]) which wholly owns Ever Expert Holdings Limited. Mr. Huang was
therefore also deemed to be interested in the 142,621,603 Shares
and 15,957,463 Shares in which Ever Expert Holdings Limited and
Statemicroelectronics International Co., Ltd. had interests respectively
as at 30 June 2019.

(3) As at 30 June 2020, 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 2020, 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 2020, Mr. Loong, Manfred Man-tsun was interested in
share options to subscribe for 6,137,129 Shares.

Save as disclosed above, as at 30 June 2020, 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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RZZF_FTERNA=Z1TH BRARESAAL  TEK
R/EMAL (REFRARAZSTRAEIN) RERERE
# MBI FE 336 FL TN AR R E LM ARSI AR B
0 RARRAR D PR SOR BT

INTERESTS OF SUBSTANTIAL
SHAREHOLDERS

As at 30 June 2020, 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

REREE A8

Name of Shareholder

Ever Expert Holdings Limited®

FYIETEEMIRERR AR

Statemicroelectronics International
Co., Ltd.

MEELLES
Mr. Zhu Changhua ®

Junjie International Co., Ltd. @

BEEEY
Mr. Gong Jun @

S0 (FB)REBRAA®
Xinxin (Hongkong) Capital Co., Limited ©

ET (LB BREEBRARO
Xunxin (Shanghai) Investment Co.,Ltd. ©

BREXNEREXREESROHARARD
China Integrated Circuit Industry
Investment Fund Co., Ltd. ®

FrELLO
Mr. Zhang Shiyun ©

follows:

g EEHE

Capacity/nature of interest

EnlEAA
Beneficial owner

REEEE B #ER
Interest in a controlled corporation

EnlEAA
Beneficial owner

REEEE S #ER
Interest in a controlled corporation

EnlEAA
Beneficial owner

REEEE B #ER
Interest in a controlled corporation

EnlEAA
Beneficial owner

REEEE B #ER
Interest in a controlled corporation

REEEE MR

Interest in a controlled corporation

FefBrofEas

Interest of your spouse

AR HEAERE INTERIM REPORT 2020

BORETD L
EEHERER® Approximate
Number and class percentage

of securities

of shareholding

142,621,603 % i {5 (L) 44.76%
Shares (L)

142,621,603 B&M% 15 (L) 44.76%
Shares (L)

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

22,013,014 88 M% 15 (L) 6.91%
Shares (L)

19,140,656 A% A1 (L) 6.01%
Shares (L)

19,362,077 BZAL17 (L) 6.08%
Shares (L)

29,999,000 B A&7 (L) 9.42%
Shares (L)

29,999,000 B %17 (L) 9.42%
Shares (L)

29,999,000 & A&7 (L) 9.42%
Shares (L)

172,049,090 AZAZ17 (L) 54.00%

Shares (L)

IR AR AT SMIT HOLDINGS LIMITED
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(5)

@LX%& EEIN R E-_THENA=FH
REREES RIS KF5E336 &

FROIFRE R RIF R o

IR B 1% & B PR B Ever Expert Holdmgs Limited# 48
100% Bz o B - PKﬂ\lﬁlJ/Hf%ﬂxéfﬁﬁﬁA ARZZTZTFEN
A =+ B8 5 Ever Expert Holdings Limited#¥ A #9142,621,603
ARAR (D R R 2 o

NEFELENR T _ZTFXA=TEHAARET307REKN
HIEERRHE o 41 B % % 4 I B R Capital Tower Profits Limited &
Statemicroelectronics International Co., Ltd.#7%8 100% }.50% M1
@ At MEEXRER T -ZF A=+ HER /M Capital
Tower Profits Limited }z Statemicroelectronics International Co., Ltd.
D RHEE 5,981,744 B8 AR 1A % 15,957, 463 i% A% {7 Fh EH A 25 o

BEREER _ZEZFANAZTHABAAURE221,421BROD
ElE - = ’%?EED“J'\E/\‘Jun“e International Limited#%78 100% #J
o Bl BERAEERZZTZSFNA=THER AR Junjie
International Limited$5 45 #919,140,656 i i% 15 R #E G #E2S -

BESRHAN AREREREXEREESROBRARAFAED
(L8 1REBRATINI100%ER - &5 (L) IREBRABEM
BHEEC (B8 REAERARMNI00%Ez - Al - RZT=TF
ANA=1TH BEREREREXZREESROARAFKREN (£
) IREARARSARERNEN (BB REFRAAMFHEN
29,999,000/& f& 5 R #E A #E 2 ©

RTELZTAHRSBRLEMES Bt - REELXLTR =TT
NAZTEEEAREEREERFEN172,049,090 kR HFHESE
*E/\/\o

A AL
RENARRELMARRD

BRNARB RN IAABR D P HEARDIRE
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Notes:

All interests stated are long positions.

FRINFDEE IS E AR AE held 100% interest in Ever Expert
IEEEBIRERR A
to be interested in the 142,621,603 Shares held by Ever Expert
Holdings Limited as at 30 June 2020.

Holdings Limited. % Alwas therefore deemed

Mr. Zhu Changhua held share options to subscribe for 73,807
Shares as at 30 June 2020. 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 2020.

Mr. Gong Jun held share options to subscribe for 221,421 Shares
as at 30 June 2020. 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 2020.

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 2020.

Ms. Zhang Shiyun is the spouse of Mr. Huang Xueliang, Ms. Zhang
Shiyun is therefore deemed to be interested in the 172,049,090
shares held by Mr. Huang Xueliang as at 30 June 2020.

Save as disclosed above, as at 30 June 2020, 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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BERLRUEILIEE - EENEMESMIT CorporationZF
EVEHHEEL - SMIT Corporation® —EENF_A—-+—H
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AT MR SBERED AA R RIREE N AR EATERAE
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REmASEZ %R SEBREREE AR ERIBEER
TR -

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.

FRERTRE INTERIM REPORT 2020 EAfHIZRREBRA R SMIT HOLDINGS LIMITED
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ATHEINERR
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RRAEH/
£

Category/
Name of Grantee

£

Directors

2ER
Huang Xueliang

Eg@im

Kwan, Allan Chungyuen

HHES
Shuai Hongyu

Bk

Loong, Manfred Mantsun
BEAL

Connected persons
Bk

Zeng Zhijie

AT
Baivu

FREATRE INTERIM REPORT 2020

P& BB A AT B T

ZEIRE-A-H
RHERE
EDEE
Number of
Share underlying
the options
granted as at

1 January 2020
45718278
2,372,208
731,847

738,067
1,585,138
285,787
1,182,153
1,800,633
679,022

730,120

590,454

6,544,129

13,807

73,807

13,807

RHAs

Date of Grant

01/0972010

01/032011

3010972012

01/08/2013

01/09/2010

01/032011

01/0972010

01/03/2011

3010972012

01/08/2013

0110872013

01/08/2013

01/03/2011

3171212010

30/09/2012

A— 7 —
N—=—

iR

Exercise Price

05437
USD0.54

1.06%T
USD1.06

06257
USD0.62

0567
USD0.56

054%TT
USD0.54

1.06%T
USD1.06

054%TT
USD0.54

1.06%T
UsD1.06

0RIETL
USDO62

0567
USD0.56

056X
USD0.56

0.14%TC
UsD0.14

1.06%T0
USD1.06

0.75%T
UsD0.75

062%TC
USD0.62

TENF

=

FEASH

Vesting Date

01/09/2014

01/03/2015

30/09/2016

01/082017

01/092014

01/03/2015

01/09/2014

01/03/2015

30/09/2016

01172013

01/0872017

01172013

01/03/2015

311122014

30/09/2016

EfIZERARAT SMIT HOLDINGS LIMITED

Set out below are details of the outstanding options under the
Pre-IPO Share Option Scheme as at 30 June 2020:

BEL

Expiration Date

3110812020

01/03/2021

2510412022

3110772023

31/08/2020

01/03/2021

3110812020

01/03/2021

250042022

310712023

310072023

310712023

01/032021

3011212020

25/0412022

B8
BHAME
FumE
Weighted

average closing
price before the
exercise dates

35ET
HK$3.52

EEH
i
Exercised
during

the review
period

407,000

HES
s
Cancelled
during
the review
period

EEH
AN
Lapsed
during
the review
period

B
It
~AZHA

HAfE
Outstanding
asat

30 June 2020
4578278
2,372,208
131,841
738,067
1,585,138
285,787
1,182,153
1,800,633
679,022
730,120

590,454

6,137,129

13,807

73,807

13807
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ZEI55-5- -
RrgnE Efift R
ARG AEANE  EES  BEE  BEM %%
Number of U E fifik it f&¥  AA=TH
RBAEH/ Share underlying Weighted ~ Exercised  Cancelled Lapsed AT
£R the options average closing during during during  Outstanding
Category/ grantedasat  RHAH ik BEAH HEA price before the  the review the review  the review asat
Name of Grantee 1January 2020  Dateof Grant  Exercise Price  Vesting Date  Expiration Date exercise dates period period period 30 June 2020
= 121,160 01/092010 05427 0110972014 3110872020 - - - - 1,221,160
Employees USD0.54
1967210 311212010 07551 31120014 30122020 - - - - 1,967,210
USD0.75
548,781 0810172011 0755 0800172015 08/01/2021 - - - - 548,781
UsD0.75
548,781 01/03/2011 05457 011032015 01/03/2021 - - - - 548,781
USD0.54
2,14993  01/032011 10657 010312015 01/032021 - - - - 2,149,936
USD1.06
2,657,057 3000972012 06251 300092016 25/0412022 - - - - 2,657,057
USD0.62
2,132,024 01/08/2013 0567 01/082017 311071203 - - - - 2,132,024
USD0.56
EMRERSEE 2928420 011092010 05451 01092014 31082020 - - - - 240
(BFHERRER) USD0.54
Other eligible participants
(including former 819,805 01/032011 1065 01/0312015 01/03201 - - - - 819,805
employees and USD1.06
consultants)
274390 01/032012 12157 0103201 010312022 - - - - 274,390
Usp1.21
73806 301092012 0625 300092016 25/0412022 - - - - 73,806
USD0.62
11939 010372013 0627 010032017 010372023 - - - - 119,395
USD0.62
22,142 01/08/2013 0571 01082017 310772023 - - - - 2,142
USD0.56
214390 01/032014 041ET 011032018 01/03/2024 - - - - 274390
UsDo.41
&5 37,782,554 I52ET 407,000 - - 3130555
Total HK$3.52
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Notes:

(@) As at 30 June 2020, 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.

During the Review Period, a total number of 407,000 Shares
were issued by the Company upon exercise of Pre-IPO Share
Options by option holders 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$3.52.

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

During the review period, none of the 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
2020 was 37,375,554 Shares, exercisable at the respective
exercise price between US$0.14 per Share and US$1.21 per
Share, representing approximately 11.73% of the issued share
capital of the Company as at 30 June 2020.
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SALES TO CUSTOMERS LOCATED
IN JURISDICTIONS SUBJECT TO
INTERNATIONAL SANCTIONS

During the period ended 30 June 2020, the Group had CAM
sales to customers located in Russia, which accounted for
13.8% of the Group’s total revenue for the period ended
30 June 2020, as well as CAM sales to customers located in
the Balkans and Ukraine, which accounted for 10.1% of the
Group's total revenue for the period ended 30 June 2020.
During the period ended 30 June 2020, 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 2020 has increased as
compared to those in the corresponding period in 2019.

In the second half of 2020, 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 2020, 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”).

FRERTRE INTERIM REPORT 2020 EAfHIZRREBRA R SMIT HOLDINGS LIMITED
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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 2020:

(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 2020, 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 2020.

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.

FRERTRE INTERIM REPORT 2020 EAfHIZRREBRA R SMIT HOLDINGS LIMITED
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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 2020.

REVIEW OF INTERIM RESULTS

The Audit Committee has reviewed the Group’s unaudited
interim financial information for the six months ended 30 June
2020. 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, 20 August 2020
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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 31 to 80, 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 2020 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-month period 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.
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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.

CONCLUSION

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial information
of the Group is not prepared, in all material respects, in
accordance with Hong Kong Accounting Standard 34 “Interim
Financial Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 20 August 2020
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R=F=_FTF;xA=+H Asat30June 2020

REGEFT EET
Unaudited Audited
ANA=+H +=ZA=+—H
—E-EF —ZET-hF
30 June 31 December
2020 2019
ihE=s ETT T
Note UsbD (AY)
BE ASSETS
FREBEE Non-current assets
Y - BB REE Property, plant and equipment 8 7,763,236 3,152,061
TREAE Right-of-use assets 653,485 1,041,791
HitvmpEEE Other intangible assets 8 1,150,238 396,294
(RS Goodwill 8 6,064,017 6,153,809
B RBRFIE Deposits and prepayments 9 4,316,083 1,174,419
FRAEREARNIRE Investments accounted for using
the equity method 17 60,706,014 43,519,749
ERBRERATFEAKRMER  Financial assets at fair value through
BE profit or loss 10 13,712,515 14,596,569
BLEFMSHEE Deferred income tax assets 3,212,477 3,218,233
97,578,065 73,252,925
RBEE Current assets
3 Inventories 5,932,368 13,525,373
B 5 R EMEBGRER Trade and other receivables and
SR CE prepayments 9 12,582,358 14,116,321
BYHENRNER Loan to an associate = 5,035,836
AT B AT S ER Income tax recoverable 62,129 116,543
ZRRHIRITFER Restricted bank deposits = 519,266
BeRAEEEY Cash and cash equivalents 55,889,339 70,902,673
74,466,194 104,216,012
HmEE Total assets 172,044,259 177,468,937
EankaE EQUITY AND LIABILITIES
= Equity
f& 7 Share capital 11 6,373 6,364
1D B Share premium 11 101,266,210 101,505,767
S OHE R Merger reserve (48,810,141) (48,810,141)
LARE 5 BB B SR Share-based payment reserve 15,992,597 16,105,925
VETE R Statutory reserve 4,914,429 4,913,464
REB AT Retained earnings 42,103,861 48,468,552
B Capital reserve 1,212,543 1,212,543
bE H Exchange reserve (2,244,052) (1,768,364)
NAREE AEIGEEAREEE  Capital and reserves attributable to
owners of the Company 114,441,820 121,634,110
FEPERR A Non-controlling interests 1,917,764 1,967,240
R Total equity 116,359,584 123,601,350

hERRE
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R=ZF=_FF;"A=+H Asat30June 2020

RICELT AT
Unaudited Audited
ANA=+H +=ZA=+—H
—ECEHF —FE-NF
30 June 31 December
2020 2019
ihE=s E ES
Note UsbD (AY)
=L Liabilities
kREBEE Non-current liabilities
HEEE Lease liabilities 472,915 658,318
o Ath JE T RIE Other payable 13 48,862 47,612
PRIEUA Deferred income 14 7.513,567 7,560,012
8,035,344 8,265,942
REAE Current liabilities
ESRMNFEMEMNEE Trade and bills payables 12 2,071,498 9,220,640
FERT 2 A K H A S 5K IE Accruals and other payables 13 5,101,702 8,595,728
SR ON=Yr Contract liabilities 941,375 433,121
RITER Bank borrowings 16 6,409,587 -
EEUA Deferred income 14 32,608,749 26,730,507
HEGE Lease liabilities 343,949 449,178
FERTFTISHE Income tax payable 172,471 172,471
47,649,331 45,601,645
wWeE Total liabilities 55,684,675 53,867,587
HEZNEE Total equity and liabilities 172,044,259 177,468,937

L ERAR & W TSR 2R B ELABRA PN ST — T BEGE - The above condensed consolidated statement of financial
position should be read in conjunction with the accompanying

notes.

32 FRHEAERE INTERIM REPORT 2020 EAfKIZAREFRZAT SMIT HOLDINGS LIMITED



B4R & W R
CONDENSED CONSOLIDATED INCOME STATEMENT

HE_Z-_ZF,XA=1HIE/NMEA For the six months ended 30 June 2020

REGERT
Unaudited
BZEZBHILEAREAR
Six months ended
~A=1+H NA=+H
=TT F —TNF
30 June 30 June
2020 2019
ihE=s E ES
Note UsbD (AY)
Y zs Revenue 6 18,194,496 17,583,715
SHERAR Cost of sales 15 (12,885,526) (10,441,701)
EX Gross profit 5,308,970 7,142,014
Hilgz /(F18) - JF58 Other gains/(losses), net 7 143,946 (179,964)
H A YA Other income 7 3,176,879 1,296,416
R Research and development expenses 15 (6,018,770) (4,357,243)
SHE R BRI Selling and distribution expenses 15 (816,379) (1,885,746)
—REITHAX General and administrative expenses 15 (4,267,299) (5,278,612)
SRMEEZREFEE Net impairment losses on financial assets 15 (181,507) (16,869)
KEER Operating loss (2,654,160) (3,280,004)
A WA Finance income 276,718 489,362
A& B AR Finance costs (53,387) (120,735)
BEBEWA - FEE Finance income, net 223,331 368,627
DI EREREARNIEE Share of net losses of investments
FEE accounted for using the equity method 17 (3,999,089) (47,902)
MATSHAIER Loss before income tax (6,429,918) (2,959,279)
FrsBiE® Income tax credit 18 16,716 355,919
BHREE Loss for the period (6,413,202) (2,603,360)
DT EEELEE Loss is attributable to:
KRAREA A Owners of the Company (6,363,726) (2,589,316)
VR Non-controlling interests (49,476) (14,044)
(6,413,202) (2,603,360)
HINAR AR %A AE(EEARETE  Loss per share attributable to owners of
(AgRETERT) the Company for the period
(expressed in USD per share)
FREREIE Basic loss per share 20 (0.02) (0.01)
GRS EREE Diluted loss per share 20 (0.02) (0.01)

it EAER A W e R R EARRE PN FE — GBI o

The above condensed consolidated income statement should

be read in conjunction with the accompanying notes.
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

BE-Z-ZFAA=THILAEA

For the six months ended 30 June 2020

REBET
Unaudited
BZEZBAHILEAREAR
Six months ended
~B=1+H NAZ=ZTH
—E-ZHF ZE-NF
30 June 30 June
2020 2019
ET Em
UsD uspD
HAEE Loss for the period (6,413,202) (2,603,360)
Hith 2 HEEE Other comprehensive loss
BB EEF P E B i) Items that may be reclassified subsequently
EH to profit or loss
PE N Z%E Translation differences (599,234) (43,541)
b RAEREARS Share of translation differences of investments
KREELZER accounted for using the equity method 151,446 -
BAEEF D2 Em 7 H A Item that has been reclassified to profit or loss
WIREHEMBATEERLA  Exchange reserve released upon deemed disposal
P& X A of a subsidiary (27,900) -
HMRHMEMEEE » HIBRBE  Other comprehensive loss for the period,
net of tax (475,688) (43,541)
HRZHEEEE Total comprehensive loss for the period (6,888,890) (2,646,901)
T B IEREAL ¢ Attributable to:
ZIN/NEIE PN Owners of the Company (6,839,414) (2,634,388)
FEFE R RE S Non-controlling interests (49,476) (12,513)
(6,888,890) (2,646,901)

Ll fRRAR A 2 AR /B EIBRIN T — (1658 - 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

BE—Z-ZFARA=THI<EA

For the six months ended 30 June 2020

g
Unaudited
RORER ARG
Attributable to owners of the Company
PEUEEL]
BE BOEE  eREE HNREE  feRE  EARE ENRE  RERA B8 jERRE  £ER
Share-hased Non-
Share Share  Merger  payment  Statutory  Capital  Exchange Retained controlling Total
Gapital  premium  reserve  reserve  reserve  reseve reserve  eamnings Total interests  equity
1 1 1 #n #n EA EA E73 T 1 1
Usp Usp Usp Usp Usp Usp Usp Usp Usp Usp Usp
R-E-SE-E-RiER Balance at 1 January 2020 6,364 101505767 (48.810,141) 16,105,925 4913464 122543  (1768364) 48468550 121634110 1,967,240 123,601,350
BEZECBERAZTALAER  Forthe six months ended 30 June 2020
g Comprehensive loss
BrEe Loss for the period - - - 5 5 - - (636376) (6363726)  (49476) (6.413.200)
ELzE Transltion ifferences = - = 5 5 - (599 - (59923 - (599234)
DEEREREAROREEAZE  Share of trandation differences of investments
accounted for using the equity method 151,446 - 151446 - 15146
MEEERBLAARANEARE  Buchange eserve reeased upon deemed disposl
of a subsidiary - - - - - - (2900 - (n900) - (n50)
BhAEEREE Total comprehensive loss for the period - - - - - - (se88)  (6363726) (6839414 (49476) (6888,890)
SRR Transactions with owners
MEETHR Aopropriaton to satutory esenve - - - - 95 - - (965) - - -
fERE ) Brercse of share opions (Note 11 916860 - (183 - s s - )
AECEEFRCENE Dividends relaing o 2019 paid i June 2020
e (k) (Note 11) - (408159) - - - - - - (408159) - (408 159)
REAANRG EEWERRZ Tranacton with owners, recognised directly
in equity 9 (23955) - (1133%) 965 - - (%05)  (352876) - (3528)
RCECRERR=TRNLR Balance at 30 June 2020 6373 101266210 (48.810,141) 15992507 4914420 122543  (2,244052) 42103861 114441820 1,917,764 116,350,584

LRk S

BRABARMM GBI -

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

BE-Z-ZFAA=THILAEA

For the six months ended 30 June 2020

FEE
Unaudited
BLAREARG
Attributable to owners of the Company
HERAER
bR BREE  oHBE ONREE  EREE  AIER ENBR  REEW 88 e fER
Share-ased Non-
Share Share  Meger  pament ety Cepital  Eichange  Retained controling Total
apital  pemium  resene  resee  fesene  fesene  fesene  eamings Totdl  interests equity
i £ £ #T #T #T i i £ £ £
Y Y usp U sy U U U U Y Y
H-E-1E-3-BNER Balance at 1 January 2019 6326 100982047 (48810141) 16955750 4913464 1212543 (1008347) 37866410 112018954 240,480 112259434
BECE-NERRZTRLAER  For the simonths ended 30 June 2019
(E8)/ hE Comprehensive (loss)income
ki Loss forthe period - - - - - - - 936 2589316 (14044 (2603.360)
EXZE Transltion differences - - - - - - B - s 1531 (13541)
Bhambess Total comprehensive loss for the period - - - - - ST e3lE (634388 (12513) (2646.901)
EVEN G Transactions with owners
N EERBEH Share-based compensation - - - 7618 - - - - 7618 - 7618
iR (k) Brerdise of share options Note 11) ¥ 08 - ) - - - - T8 - T8
RIE-NERRHCE-NE Dividends relatng to 2018 paid n May 2019
XfeRa (i) {Note 11) - sy - - - - - - sy - sy
SREAGRE EENERRT Transaction with owners, recogised directly
in equity ¥ 522819 - (88209 - - - - 193 - B9
RE-MERR=TRNES Balance at 30 June 2019 6364 101505766 (4B810,141) 16113543 4913464 1212543 (11534190 3277094 10906514 227,97 109,293,181

PR ERAR A R B B R/ BURRA MY 5 — OFBIE - The above condensed consolidated statement of changes in
equity should be read in conjunction with the accompanying

notes.
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EBHGAEHEERER

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

HE_Z-_ZF,XA=1HIE/NMEA For the six months ended 30 June 2020

REGET
Unaudited

BEZBAHL<EA

Six months ended
%\H = ‘I' B NA=1H
—E-EF —ET—NF
30 June 30 June
2020 2019
B &E ETT ZETT
Note UsD UusD

EEEBRBRERE Cash flows from operating activities
Z‘“‘éxﬁ@ﬁ (FTA),/ P54 Cash (used in)/generated from operations (1,787,079) 16,446,027
EATFE Interest paid (38,405) (95,000)
RBIFTISH Income tax refunded 30,351 1,124
SRR (TR, isES Net cash (used in)/generated from

T operating activities (1,795,133) 16,352,151

RETBFRBRERE Cash flows from investing activities
BEYE  KFEREE Purchase of property,
plant and equipment (4,095,697) (724,094)
HEME - BE MREMS Proceeds from sale of property,

FIE plant and equipment 15,456 311,674
BEEMELEE Purchase of other intangible assets 8 (882,944) -
Wi s A ARRE Payment for acquisition of an investment

— IR E RIE accounted for using the equity method 10 (12,997,328) (810,239)
BAEHE—HMBRAIN Net cash outflow from deemed disposal

& e of a subsidiary 17 (28,100,692) -
ZIREERITFEZORD (B 0)  Decrease/(increase) in restricted bank

deposits 515,064 (1,200,000)
BEABEREAFTEARN Purchase of financial assets at fair value

CRIEE through profit or loss (741,497) (1,466,964)
B U F BB Interest income received 297,747 489,362
BENREEERNMENMNFIA  Proceeds from repayment of loan and

RIFT1S R advance to associates 27,512,863 -
BEEBSMAR SR Net cash used in investing activities (18,477,028) (3,400,261)

METBHMEBRESRE Cash flows from financing activities

TR E Payment for dividend 19 (408,159) (405,414)
IR AR Exercise of share options 11 55,283 78,444
RITIE KIS FIA Proceeds from bank borrowings 6,424,180 1,200,000
BERITER Repayment of bank borrowings = (332,166)
MERFKOARE TS Principal elements of lease payments (121,774) (78,662)
MEEBAEREFE Net cash generated from

financing activities 5,949,530 462,202

hERRE
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FHGERERER
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

HEZZ-_ZF/A=1HI/EA For the six months ended 30 June 2020

REGER
Unaudited
BEZBHLERER
Six months ended

AHA=+H ANA=+H

—E-EF —ZT-hF
30 June 30 June
2020 2019
B &E =T ZETT
Note UsD UusD
ReRRESEEBY (RD), Net (decrease)/increase in cash and
EnFEE cash equivalents (14,322,631) 13,414,092
HYESRESEEY Cash and cash equivalents at
beginning of period 70,902,673 54,962,324
HNEERSFBHHESR Effect of foreign exchange rate changes
ReSEYNEE on cash and cash equivalents (690,703) (374,260)
MARBESRBELEEY Cash and cash equivalents at
end of period 55,889,339 68,002,156
it ESRRAR A IR S E R /BAEEARMM T — 41 RE - The above condensed consolidated statement of cash flows

should be read in conjunction with the accompanying notes.
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S P M EE R
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

—REH

BB AR AR ([ARE ) REKEB QR (G A
SE) TENFUTES

- BEERURBER((REBER])) RBHHERK
(TmPOS]) #RFIZE M IHE - A5 BIRERG T
NEDENBHEERLERBIINRS + &

—  BEFRFTEEL ([EDA]) E M R RIS HI 5 3 R 5
% BRERERERSENT R EBBLER

AAdlRrASESFMAIREMOERAF -
HRMAERS MR ERLAPO Box 309, Ugland
House,Grand Cayman, KY1-1104, Cayman Islands *
HpAhEE A RHEAE ([ E ) e s A7 BR
T LR FEE 1801 SR B KE 2248 -

ARARE— LT AEERERZMBR AT -

BIEZ A ARG PHMBEERUET (13X
Tt 25 °

REIRERA P M IS BRI ERT -

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;
and

- development and sales of electronic design
automation (“EDA") products and services,
including rapid verification system and software
and its related supporting services.

The Company is a limited liability company incorporated
and domiciled in the Cayman Islands. The address of
its registered office in the Cayman Islands is Maples
Corporate Services Limited, PO Box 309, Ugland House,
Grand Cayman, KY1-1104, Cayman Islands and its
registered office in the People’s Republic of China (“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.

FRERTRE INTERIM REPORT 2020 EAf4IZARREBRA R SMIT HOLDINGS LIMITED
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BEE R =g s s
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

RAEERETTBE

BE T -ZTFNA=1+H1ENEAIRLRE B
BERDBRBEEBSEN ([HAE TR ]) 5345
[ ERR IS SR I AR EY o

ERGAP P BERNL NEBRFEMBRRTEER
EHFBEMEER - At - ZEREAPHPHEERA
HBEE"E-AFt+ -_A=+-RIEFENFEVBHR
& (RBEEFBREER ([FEMBRSER ) Mk
20) RAD BT BIREBAELNERAE—HEIE -

FERNEBRERE_FT-NF+_A=1+—HLt
EFE’JEFWW#&E‘%%%&%*@I HETBEERERE
EBAN@BEFMERREHMENNGT  BHE-F—A
FHt_A=+T-"BLFENFEMBRRALER R
MEFBREREATXARERBE_T_TF+ A
=AU REFEEEREERTER RBUSHER -

FRERTRE INTERIM REPORT 2020 EA4IZREFR AT SMIT HOLDINGS LIMITED

BASIS OF PREPARATION AND
ACCOUNTING POLICIES

This condensed consolidated interim financial
information for the six months ended 30 June 2020
has been prepared in accordance with Hong Kong
Accounting Standards ("HKAS") 34
Reporting”.

“Interim Financial

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 2019,
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 2019, 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 2019, and the adoption of amended
standards and conceptual framework effective for the
financial year ending 31 December 2020 as described
below.



S P M EE R
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

2 RBEEERSTEEE (&)

2.1

2.2

BE_Z-NE+-A=1+-HLEENFEH
BRRABHANS TR

(a) FERRMUBRIAIWNE

RERB W EERBIRHN S EINRER
AP R R S (A2 - Yas To iR
EREMRERCRENRBEBIRH AR
B PITER » WA BRZERBNER
RHERBEBLEENEETHEOR
% MEBELIERERES  RERES
FRA IR R AR o

AEBRMNSETENRBSAER

SBEETRA R ERE AR ARES - &
£ B B AR HL S TR A REAIER Tk
BRI SR TIEADE -

2 BASIS OF PREPARATION AND
ACCOUNTING POLICIES (Continued)

2.1

2.2

AR HEAERE INTERIM REPORT 2020

Accounting policies not described in the
annual financial statements for the year
ended 31 December 2019

(@) Revenue recognition for provision of
services

Revenue from provision of services is
recognised in the accounting period in
which the services are rendered, based on
the actual service provided to the end of
the reporting period as a proportion of the
total services to be provided because the
customer receives and uses the benefits
simultaneously. Where the contracts
include multiple performance obligations,
the transaction price will be allocated to
each performance obligation based on the
stand-alone selling prices. Where these are
not directly observable, they are estimated
based on expected cost-plus margin.

Amended standards and conceptual
framework adopted by the Group

A number of amended standards and the
conceptual framework became applicable for
the current reporting period. The Group did not
have to change its accounting policies or make
retrospective adjustments as a result of adopting
these amended standards and conceptual
framework.

EIZERAR AT SMIT HOLDINGS LIMITED
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

3 MBREREE

3.1

3.2

3.3

FREATRE INTERIM REPORT 2020

MBEEREER
AEERESEERBRSZBYHER - mHEAR

(BHESMNERR KBRS RERATFEMNEXRER) -
ERERNREE SRR -

B E T M B ER L BT FEMERERAT
FEOMEMBRARERENMIKE - AAEAE
ER - NAFT_A=+—BNFEMBHRE
—BFRIAE -

AR ERRE & FRELREE -
RBELSER
SERAL - SR EHAORERRRRILL

EEARD -

AEHR

pi

REEEEHEARBIRIBE TN B B
HELAR - BT HIBIFHBREARRE - AKE
AR ABIRN TRRORE - AERREEEAR
BBETHRG c NBEZT_TFA=THL
ANEAHRE - WEREEEANBAR - BERSE
Fr e R/ 28 -

EIMIZIRAR AT SMIT HOLDINGS LIMITED

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 2019.

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.

Capital management

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 2020.



S P M EE R
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

3 HMBERER@E

3.4

AT

AEERBERMEE (BERE S REAMBUTR -
RTBERRNER  XBHRITEFTARRE
MREEFEY) MABEBEE (BEESEMNK
BERENRER B ERREMENTUR - HE
BELRRTES) MEEEHRNREE M EE
NHERE - FFEMERREE R ENREER
HERMRRSREMTOQFERE ©

(a) DFEER

TERAFAGEIDER A ARz 2R T
B o FRIFEHFEWT ¢

o HRAEEXABEEETSZRE
(RIEHE) (F1AR) °

o FIRMEERBENIIZEABE
ERBABEBEREERABAINE
KA EZ (AER) MR (BUREE
%) 5 (5B24R)

o WNAEEMSEEAREIEE
B E# A SR (BT AT B R E AR
%) (B3) -

3 FINANCIAL RISK MANAGEMENT
(Continued)

34

AR HEAERE INTERIM REPORT 2020

Fair value estimation

The carrying values of the Group's current financial
assets, including trade and other receivables,
loan to an associate, restricted bank deposits and
cash and cash equivalents, and current financial
liabilities, including trade and bills payables,
accruals and other payables, lease liabilities and
bank borrowings approximate their fair values due
to their short maturities. The carrying amounts
of non-current deposits and lease liabilities
approximate their fair values which are estimated
based on the discounted cash flows.

(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).

EIZERAR AT SMIT HOLDINGS LIMITED
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BEE R =g s s
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

3 BREREE@ 3  FINANCIAL RISK MANAGEMENT
(Continued)

3.4 DVEMRF(E) 3.4 Fair value estimation (Continued)

(@) 2DFESH(E) (@) Fair value hierarchy (Continued)
TREJAEEEREE - NER=ZZE=F The following table presents the Group's
FEXRA=tTAER-_ZE—h&E+=-RA=+—H financial assets that are measured at fair
ZRAFERE - value at 30 June 2020 and 31 December

2019.
E1R F24% FE3K st
Level 1 Level 2 Level 3 Total
S E S E
UsD UsD UsD UsD

R-E-ZEFXA As at 30 June 2020
=18 (RLE) (unaudited)

BE Assets
BIBIEFIEAFEAR Financial assets at fair value
MeREE through profit or loss - - 13,712,515 13,712,515

MR=Z—A%E+=H As at 31 December 2019
=+—H (8EF) (audited)

BE Assets
BBIEFEAFEAR Financial assets at fair value
HemEE through profit or loss - - 14,596,569 14,596,569
BANEE V4R - P2 E 34 2 BB m R o There were no transfers between Levels 1, 2
and 3 during the period.
AR ET AR E A g o There were no other changes in valuation

techniques during the period.
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S P M EE R
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

3 BERRERE®) 3  FINANCIAL RISK MANAGEMENT

(Continued)

3.4 DVEME (@)

3.4 Fair value estimation (Continued)

(b) EEAVEMRRMELE (b)

Valuation techniques used to determine
fair values

RARFHEIRAFEIIRN SR T RN ER
BERERRE:

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

FEEETE  RN_T—LtFRABA
HIZE EMRAESRIE LM E SR RS
BEFERESAERBERROQF
Ao

KRB — N\ — AR 23 LR
ABHEE DT ERBEHT LA
FREBT -

Hib I EMBRAREFRENATFETS
ERMRRASRENNEE

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

The fair value of an investment in
unlisted equity security acquired in
November 2018 is determined using
comparable recent arm’s length
transactions.

The fair value of other investments
in unlisted equity securities are
determined using discounted cash
flow analysis.

FRERTRE INTERIM REPORT 2020 EAf4IZARREBRA R SMIT HOLDINGS LIMITED
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

3 HBERER@E

34 DVEME ()

3 FINANCIAL RISK MANAGEMENT
(Continued)

3.4 Fair value estimation (Continued)

() FREAFTEHEHAZENATLEIE () Fair value measurements using

(538

TRENEIRITEARNBE-ZT-_ZTFK=

significant unobservable inputs (Level 3)

The following table presents the changes in

T hENA=+HIENERHES level 3 instruments for the six months ended

30 June 2020 and 2019:

RGET
Unaudited
AFEARN ERRARE
SREE (MEE())
Financial assets Contingent
at fair value consideration
through profit payable
or loss (Note (i))
ET ET
UsD UsD
R=-ZFE—hE—H—H Opening balance at 1 January 2019
HOHA ) A5 BR 18,246,807 (1,507,404)
HARE Additions for the period 7,066,964 -
BHARE Disposal for the period (5,600,000) -
REGRERE 2 ERE R Losses recognised in condensed
R EE consolidated income statement (214,396) (51,943)
BEmE = Currency translation difference (17,228) -
R=ZZB—-NAFXA Closing balance at 30 June 2019
=+ HWHIREER 19,482,147 (1,559,347)
RZZE=ZTF—HA—H Opening balance at 1 January 2020
COPENF 23 14,596,569 -
BNARE Addition for the period 741,497 -
REBAGZE 2 EREE Losses recognised in condensed
R R EIE consolidated income statement (150,275)
EREPRAERE Transfer to investments accounted
AEEHRE for using the equity method (1,444,147) -
HEmE £ Currency translation difference (31,129) -
R-ZB-EFXA Closing balance at 30 June 2020
=+ HWHIREER 13,712,515 -
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S P M EE R
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

3 H¥EKRER®)

34 DVEfGE (8)

(c)

ERAEATTEEGABBNQFENE
(%38 (&)

REBEZZ-ZTFR=T-NFA=1+H
LE7NE A RRSRA 4 S R RN B 18 2%
F o A ERRERBBEZSR S RS
LREENABEEBREE -

@i HRAKEAQRMERAS2C Tech Inc. R E
MERR (FEBAIS2CER]) EMAANRE
A TERBRACEEITET - HEES2CE
ENER M B HE B IZNAREE - SHERME
ETABRBRRAENEEEZNTRILEA
85% o AN ARAEXIIEEEBR - BRIk
ARERZZ—AF+-A=+—BBUlHE

e

3 FINANCIAL RISK MANAGEMENT
(Continued)

3.4 Fair value estimation (Continued)

(9]

AR HEAERE INTERIM REPORT 2020

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

Of the total losses recognised in the
condensed consolidated income statement
during the six months ended 30 June 2020
and 2019, 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 was the 85%
probability to achieve the performance target.
The contingent consideration payable was
derecognised as at 31 December 2019 as the
financial performance target have not been

met.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

3 MHEREBRERE @) 3 FINANCIAL RISK MANAGEMENT
(Continued)
34 PAFEMRGE (B) 3.4 Fair value estimation (Continued)
() FEREXTITEHEBRABBNATLEFE () Fair value measurements using
(B3R (B) significant unobservable inputs (Level 3)
(Continued)
TR BEANREIRATEFTENEKR The following table summarises the
TR R ABBENELER quantitative information about the
significant unobservable inputs used in level
3 fair value measurements:
R-ZBZZF
A~B=+H
bRt ZAYE HEFE
Fair value at
Description 30 June 2020 Valuation technique
E
uUsD
JEEMES (HFE10()) BEFE (EEa))
Unlisted fund (Note 10(a)) 664,259 Net asset value (Note (i)
R+ FHRAKENIE L HRAZES & FE (EEG)
(MIEE10(b))
Unlisted equity security acquired in May 2017 — Net asset value (Note (i)
(Note 10(b))
MR- N\FZ ARENIE EMRAES MIRBEmE ()
(MF3E10(0))
Unlisted equity security acquired in February 2,825,059 Discounted cash flow (Note (ii))
2018 (Note 10(c))
RZT-NFRAKBEOIE ETRAES BRI E (BIFE(I))
(MizE10(d))
Unlisted equity security acquired in June 2019 2,063,938 Discounted cash flow (Note (iii))
(Note 10(d))
RZZ—N\F+—AUENIE ETHREES S H LA TR S (MEEv)
(MizE10(e))
Unlisted equity security acquired in November 8,159,259 Reference with comparable recent arm’s
2018 (Note 10(e)) length transactions (Note (iv))
13,712,515
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

3 H¥EKRER®)

34 DVEfGE (8)

(c)

ERAEATTEEGABBNQFENE
(%38 (&)

(i)

REBMAR  KREPR  FEEEFESR
FLITEERERKR -ZE—LFHAKEN
FELETRABSFOATERE ©

AERR RENATEEAURRERE
BREE - FETABERBABERBREIA
BEIRR20% - Wikt A FHREST1% RELHK
ERE3%  WMRETH1% - BREEER
HER A 47138,000€ 7T © BREIAIRLIRE M -
AIATERRBIZEBERWE - MKSEEF
ERETH1% - REEERGIE 498,000
Eno WREAFHREYS  AIATER
BREEEEES

3 FINANCIAL RISK MANAGEMENT

(Continued)

3.4 Fair value estimation (Continued)

(9]

AR HEAERE INTERIM REPORT 2020

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

Note:

0]

(ii)

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

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 81% and terminal growth rate of 3%. If
the discount rate shifted downward by 1%,
the post-tax loss would be approximately
USD138,000 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
1%, the post-tax loss would be approximately
USD98,000 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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3 H¥EKRER®)

34 DVEfGE (8)

(0 EREXTITBERGAHENDFEHE
(%38 (&)

(iv)

FREATRE INTERIM REPORT 2020

D (&)

REBMAR  REANATEEMRRBRRARER
ERAWEE  TBTAEEBDAEBE AR
RIBRIR T 14% - WA FHRE15% M&
RIERE3% o MBTRETHE1% - FRIEE
BB %356,0005K 7T o BB AT RL IR i
= BIATFERBREEREE - §iRaE
BFEBREETHI%  BRERER/FZMNG
195,000% 7T « W & FEREEE - BIA
FEEGHRERES

REBAR  RMEHR - AHATLRAF
ZZEREI EHRAFFNDTERE

EIMIZIRAR AT SMIT HOLDINGS LIMITED

(9]

FINANCIAL RISK MANAGEMENT
(Continued)

3.4 Fair value estimation (Continued)

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

Note: (Continued)

(iii)

(iv)

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 14%,
compound annual growth rate in revenue
of 15% and terminal growth rate of 3%. If
the discount rate shifted downward by 1%,
the post-tax loss would be approximately
USD356,000 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
1%, the post-tax loss would be approximately
USD195,000 higher. The higher the
compound annual growth rate in revenue, the
higher the fair value and the lower post-tax

loss.

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.
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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
2019.

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 2020, the CODM
assessed the performance of the Group by reviewing
the results of two reportable segments: CAM and EDA,
which is different from the segment categorisation in
the prior year in order to align the segment review with
the restructured internal management and reporting
structure. The segment information of comparative
period has been restated to conform to the current
period categorisation.

CAM - 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.

EDA - development and sales of products and relating
services of full process electronic design automation
system for chip design.
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SEGMENT INFORMATION (Continued)

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 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
condensed consolidated interim financial information
contained herein.
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5 2EER@E 5 SEGMENT INFORMATION (Continued)
REF EDA k)
CAM EDA Total
E E ES
UsD uUsD UsD
BE-_ZT-=H For the six months ended
NB=+HIEAREA 30 June 2020 (Unaudited)
(RE&E)
Pan-iat g Segment revenue

HNEB IS 2 External revenue 10,910,596 7,283,900 18,194,496
DEPELE Segment results 2,361,016 (5,523,833) (3,162,817)
BE-ZT—h& For the six months ended

ANA=Zt+THIEAREAR 30 June 2019 (Unaudited)

(REEST)

D Ebl s (K ES)) Segment revenue (as restated)

HhEb U ER (&) External revenue (as restated) 12,984,652 4,599,063 17,583,715
DELFEE (KET) Segment results (as restated) 2,106,975 (1,795,025) 311,950
R=ZZB=-ZFA=+H At30June 2020 (unaudited)

(REEST)

DEEE Segment assets 19,328,680 66,130,783 85,459,463
R-ZE-NF+=A At 31 December 2019 (audited)

=+—H8 (8HE:)

DEEE (KET) Segment assets (as restated) 19,458,541 61,942,040 81,400,581
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5 SEGMENT INFORMATION (Continued)

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

RECET
BZZBHILEXEAR
Unaudited

Six months ended
~A=1+H NA=1H
—ECEF —ZT-hF
30 June 30 June
2020 2019
ES ESm
UsD UsD
ARG D EE Reportable segment results (3,162,817) 311,950
RARADBERE - FE Corporate and unallocated expenses, net (3,490,432) (3,639,856)
(6,653,249) (3,327,906)
B WA Finance income 276,718 489,362
A& AR Finance costs (53,387) (120,735)
BrATE B ATE 1R Loss before income tax (6,429,918) (2,959,279)
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5

TEER (&)

ARE D AE ERAEERIA Tk

5 SEGMENT INFORMATION (Continued)

as follows:

Reportable segment assets are reconciled to total assets

REBETH LR

Unaudited Audited

R-B_ZF RZT—NF

ANA=+HA +=ZA=+—H

As at As at

30 June 31 December

2020 2019

ETT E

UsD UusD

ARESHEE Reportable segment assets 85,459,463 81,400,581

RIEFTISTHEE Deferred income tax assets 3,212,477 3,218,233

Y - B KREE Property, plant and equipment 7,763,236 3,152,061

EREEE Right-of-use assets 653,485 1,041,791

ALY e AT SRR Income tax recoverable 62,129 116,543

RehRESEEY Cash and cash equivalents 55,889,339 70,902,673

Z R FIRITIF K Restricted bank deposit - 519,266

RElRARDELEE Corporate and unallocated assets 19,004,130 17,117,789
KBE PR S M BEMRR T Total assets per condensed consolidated

FTBHBEE statement of financial position 172,044,259 177,468,937
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6 Wz 6 REVENUE
REGE
BZEZAHILENER
Unaudited
Six months ended
ANBA=+H NA=TH
—EZEHF —T-hEF
30 June 30 June
2020 2019
£ E
UsbD (AY)
g Revenue
—RER - CAM 10,431,968 10,269,083
—mPOS## — mPOS devices 478,628 2,715,569
— PRIRERTE R s gn i — Rapid verification system and software 6,365,021 4,599,063
—EDARRTE — EDA services 918,879 -
EmMRGIHEERE Total sales of goods and services 18,194,496 17,583,715
T R U Iy e Timing of revenue recognition
— X — At a point in time 17,275,617 17,583,715
— B RNME — Over time 918,879 -
18,194,496 17,583,715
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7 HtkidE (B8)  BEREMGKEA 7 OTHER GAINS/(LOSSES), NET AND
OTHER INCOME
RICEE
BEZAHLEAER
Unaudited

Six months ended

~B=+1H NA=TH

bt 22 —ZT-hEF
30 June 30 June
2020 2019
ETT E
UsD UsD
Htzs (F518) - JF58 Other gains/(losses), net
— EH W= - JFRE — Exchange gains, net 136,450 86,375
— BRBRERATEARDY — Fair value losses on financial assets at
TREENATEEIE fair value through profit or loss (150,275) (214,396)
— ERNSRAREN AT EEE — Fair value losses on contingent
consideration payable - (51,943)
— RIEHEWE R R A e — Gain on deemed disposal of a subsidiary
(FF=E17(d)) (Note 17(d)) 157,771 -
143,946 (179,964)
EMUA Other income
— BT - Government grants 3,156,094 1,280,758
— HA - Others 20,785 15,658
3,176,879 1,296,416
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8 ME - WX BMERRBUREEL 8

GOODWILL, PROPERTY, PLANT AND

BE EQUIPMENT AND OTHER INTANGIBLE
ASSETS
RQEET
Unaudited
Y WE Hi
[EES k& BEE
Property, Other
plant and intangible
Goodwill equipment assets
ES ES 7
UsD UsD UsbD
BE-Z—hEXA Six months ended 30 June 2019
=+RLEXREA
AR BR EDF (B Opening net book amount 22,151,954 1,735,894 5,053,319
NE Additions - 724,094 -
& Disposals - (337,499) -
PrE R (MIsE15) Depreciation and amortisation
(Note 15) - (283,647) (231,910)
EEmE R Currency translation differences (10,466) 6,276 401
HREREFE Closing net book amount 22,141,488 1,845,118 4,821,810
BE-_Z-ZFXKA Six months ended 30 June 2020
=+BLEXREAR
BR¥BREDF(E Opening net book amount 6,153,809 3,152,061 396,294
INE Additions - 1,231,951 882,944
BFEEE Transfer from inventories = 4,999,737 =
HE Disposals - (54,143) (35,060)
PrEREE (MisE15) Depreciation and amortisation
(Note 15) - (756,416) (93,353)
BIEHE—XKIBAR  Deemed disposal of a subsidiary
(BIE17(d)) (Note 17 (d)) - (760,740) -
ERRE=E Currency translation differences (89,792) (49,214) (587)
HARBREFEE Closing net book amount 6,064,017 7,763,236 1,150,238
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9 EBFRHEMEWFERENARE 9 TRADE AND OTHER RECEIVABLES AND
PREPAYMENTS

RIS fEst

Unaudited Audited

R-ZE-EF R-ZZT—NF
RAA=t+H +ZA=+—H

As at As at

30 June 31 December

2020 2019

ETT Eo

UsD UsD

FE=HESHEBFIE Trade receivables from third parties 4,852,750 6,357,934

R 5 B S W EIR Trade receivables from a related party

(Mf3E22(d)) (Note 22(d)) = 358,361
BN B2 5 RUGR Trade receivables from associates (Note 22(d))

(MH3E22(d)) 3,685,040 2,541,942
A B S EWGIERERE Less: Provision for impairment of trade

receivables (2,038,446) (1,954,107)
H W RIE — 55 Trade receivables — net 6,499,344 7,304,130
BTE=FTEMNHK Prepayments to third parties 5,981,422 4,708,149
il /N Eiﬁﬁff =] Prepayment to an associate (Note 22(e))

(Mi5E22(e)) 405,859 -
e Notes receivable = 135,994
F=Hike REMEWKFRIE Deposits and other receivables from third parties 2,929,668 2,035,368
Ra 7 e N E M IR Deposits and other receivables from related

(BtzE22(e)) parties (Note 22(e)) 572,361 522,747

B 8 X B Ho Ath PR UK Other receivables from associates (Note 22(e))
(MF3E22(e)) 509,787 584,352
16,898,441 15,290,740
B FERENR S RIERIE Less: Non-current deposits and prepayments (4,316,083) (1,174,419)
TENEE Current portion 12,582,358 14,116,321
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9 EBESZREMEBYRERBAMNRE@

AEBRTEFNERHET A30E180KTE « 11
ZH5 BEHRYGES 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-ZBZZ2F RIT-IF

ANA=tH +=ZA=+—H

As at As at

30 June 31 December

2020 2019

ET E

UsD usD

30 KA Less than 30 days 1,207,487 3,449,092
31£260K 31 to 60 days 872,621 1,987,818
61290K 61 to 90 days 419,769 373,062
91E180K 91 to 180 days 3,545,413 702,199
181E365K 181 to 365 days 383,598 1,033,196
365 KA E Over 365 days 2,108,902 1,712,870
8,537,790 9,258,237

10 EREFBZATEARNEHEE

10 FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

REQEG REE

Unaudited Audited

R=ZBZZ2F R-T-IF

ANA=+H +ZA=+—H

As at As at

30 June 31 December

2020 2019

xx ES

usb uspb

JEEmES (@) Unlisted fund (Note (a)) 664,259 814,534
FEEMRAFES (MeE() - Unlisted equity securities (Note (b), (c), (d),

(@~ (d)~ (e) () (e) and (f)) 13,048,256 13,782,035

13,712,515 14,596,569
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10 EBREZELATFEARNERMEE (8

RIEEMAESHKE

RZZ—EFUANE - NEBEBRE 15,000 EI 2R
SHIBERRNN —RIELTES (HRHSESTM) RE
1,500,0003%7C c RZZE=TFXA=+H * AF{E664,259
EL(ZZE-NF+=A=+—0 : 814,534%Fn) T A FE
EMEIM(BMF34) BES_EFXA=-TALNE
A EBEEE150,275 X TR AR A e R NER (BES
T—NAEFXA=+HIEXMEA : E58250,000%7T) °

REILRHE CRYD BRAE ([ ]) WRE

R=T—LFURBENIEEMBRAESERL (—RRPBK
iﬂ"]L\ﬂ CEEEPRARFEE —UABRERTA)N
8.89% MR o fii B ILARBERN R A S B NAREM EHF
8% WA B AREC W EIEEZ AR AFA LD - A

FZREFER - WZT_TFRA=+H ERTESR
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REFERRER R BRAB (BT ) 10RE

RZZE-NFZARENELTRAZBHFERETHH

3.4% s - ZARARA—FKNFBEFEMKINAT - EEH
EHRFEANBN  HBE T REBREETENNFEES

oo RIREAEEMER ORI ARAE ([SMITFRI L) B
FERINGRERZE) PARSNTABEEEGT - BAEE
SR RE N LT 10% 8 F S WA U B H9 A% B F LARE
O A-T-_TFENA=1+H  AFE2,825059% 7T (=F
—hFE+=-A=+—0 :2,825059%5t) EAFESHES
HAN(RHF34) BHEZZ-_ZFR-_T-NF A=1+
HIEAMEA - fEBRLRE W R W R ERE M AT EZE) -

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

Note:

(a)

RS

Investment in an unlisted fund

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
2020, the fair value of USD664,259 (31 December 2019:
USD814,534) is within level 3 of the fair value hierarchy (Note
3.4). During the six months ended 30 June 2020, a total loss
of USD150,275 (six months ended 30 June 2019: loss of
USD250,000) is recognised in the condensed consolidated
income statement.

Investment in Mainsweb Technology (Shenzhen) Company
Limited (“Mainsweb")

The unlisted equity security acquired in 2017 represents
8.89% interest in Mainsweb, 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 2020, the
fair value within level 3 of the fair value hierarchy (Note 3.4)
is nil (31 December 2019: Nil).

Investment in StorArt Technology (Shenzhen) Co., Ltd
(“StorArt”)

The unlisted equity security acquired in February 2018
represents approximately 3.4% interest in 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 Limited (“SMIT Shenzhen")
and StorArt at the consideration paid by the Group plus an
interest income of 10% per annum less dividends received.
As at 30 June 2020, the fair value of USD2,825,059 (31
December 2019: USD2,825,059) was within level 3 of the fair
value hierarchy (see Note 3.4). During the six months ended
30 June 2020 and 2019, there was no change in fair value
recognised in the condensed consolidated income statement.

INTERIM REPORT 2020 EIfR¥ZREMR2AT SMIT HOLDINGS LIMITED

61



62

BEE R =g s s
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

10 EBREZELATFEARNERMEE (8

MR ()

(d

FREATRE INTERIM REPORT 2020

HIBOXPAY International Inc. ([&F 1)) BHIRE

RZZ—N\FNA=+—H  KAFEA#ENKE1,800,000%
TOREETFE=7) WERNFEHS MK LHAFISMIT
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10 FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS (Continued)

Note: (Continued)

(d)

(e)

Investment in IBOXPAY International Inc. (“iBoxpay")

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. 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.

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 2020, the fair
value of USD2,063,938 (31 December 2019: USD2,063,938)
was within level 3 of the fair value hierarchy (see Note 3.4).
During the six months ended 30 June 2020, there was no
change in fair value recognised in the condensed consolidated

statement of comprehensive income.

Investment in Sensel, Inc. (“Sensel”)

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 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.
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10 FEiB#E

BT

HERAFEAERENEREE (&)

¢

#Sensel, Inc. ([ Sensel |) /9% & (48)

RZZ—N\E+—ANA  BHEBRERZEERT ([FE
e ]) - BBEE Sensel MBI ([REEE ) E—FF
%5,000,000%% A& © FIF + B Sensel TR ZF—/\
E* A B EMESRFER2,000,0003 70 /% ZER

ZHE ST AR AR ASensel BT - MARBEER
Tﬁzm Bl E AT AR ARRE N BB TH2IRIBEER
fFFSensel WIAEVEB LR - REBEE TRE - BMESESE
TH S E L E 5 Sensel #99.22 % #E2 -

RZZZTF_A+—0  BHESRERERERTE &
iBHE B Sensel (B A% - #E— P TEKT41,497 ETTHIIRE
REEETKE - BMESIEEEEEEES G Sensel )
9.1% s ©

R-Z=—ZTEXA=+H  AF(ES,159,259% T (=T —Ah
F+=—A=+—H :7,417,762%0) FAFESHEILA
(RM34) BE-_Z-_TFA=1+ALEA - HH
A PEBERAERNAFEL EE

RIRIEEHARM AR AT (RS ]) 1R E

RZTE-—NAERAZ+ 8 ARANBREARKE
10,000,0007T (FAZ7 1,466,964 7T) A5 = 7 WEE N
FEMASI B D FR SR ANHD0.99% AR HE © /i 4R K EL Y /B
NEEBHEEDARTE AR -

M-ZB-FE—-F=+—08  SMITFEIFT T EWE - &
it SMITRYIE & W%Mw(im&éf/\ﬁmo00000071(@
%12,997,328%5L) c RZZEZTF—A=1+—HEKX
%fé * SMITIRYIFA IS AN B AR AE FR 0.99% 3£ 2 9.09% + T

RAMTES  BEERTERERBRREER AT AR
m?ﬁl%ﬂ%é%Z* o HIt  SMITHRIN T _ZTF—A
=+ —HREBEMAEERZE S  BEHAE LK AR
EEMBE AT (E17) °

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

Note: (Continued)

(e)

RS

Investment in Sensel, Inc. (“Sensel”) (Continued)

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.

On 11 February 2020, SMIT HK completed a further
USD741,497 investment in Sensel by way of preferred
stock purchase pursuant to a stock purchase agreement.
Upon completion of the Stock Purchase, SMIT HK held
approximately 9.1% interest in Sensel on fully diluted basis.

As at 30 June 2020, the fair value of USD8,159,259 (31
December 2019: USD7,417,762) was within level 3 of the fair
value hierarchy (see Note 3.4). During the six months ended
30 June 2020, there was no change in fair value recognised
in the condensed consolidated income statement.

Investment in Shenzhen Giga Design Automation Co., Ltd
("Giga”)

On 21 May 2019, the Company has acquired 0.99% equity
interest of Giga, a company incorporated in the PRC, at
a total consideration of Renminbi ("RMB”) 10,000,000
(equivalent to USD1,466,964) from a third party. Giga and its
subsidiaries are mainly engaged in the development of EDA
design software.

On 31 January 2020, SMIT Shenzhen entered into a capital
injection agreement which agreed to contribute a total of
RMB90,000,000 (equivalent to USD12,997,328) into Giga.
Upon the completion of the transaction on 31 January 2020,
SMIT Shenzhen's equity interest in Giga increased from 0.99%
t0 9.09% and Mr Huang Xueliang, the executive director, the
CEO and controlling shareholder of the Company is also the one
out of five directors of Giga. Consequently, SMIT Shenzhen had
significant influence over Giga from 31 January 2020 whereby
Giga became an associate of the Group (Note 17).
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11 BREARRGEREE

11 SHARE CAPITAL AND SHARE PREMIUM

RGES
Unaudited
ZEREE ZREREE B3 RE
Number of Normal value
ordinary of ordinary Share
shares shares premium
£ £
usb usb
ETE ¢ Authorised:
RZZE—NAF—HF—B - ZZ—AF Ordinary share of USD0.00002 each
ANA=+R - ZE-FF-A—H at 1 January 2019, 30 June 2019,
RZZE-FTFA=+HBEREME 1 January 2020 and 30 June 2020
0.00002 ZETh I A% 2,500,000,000 50,000 -
BIIRER Issued and fully paid:
R=Z-hF—HA—H As at 1 January 2019 316,293,725 6,326 100,982,947
e RE AR () Exercise of share options (Note) 1,924,136 38 928,233
RZE-NFRAR=ZZT—N\F Dividends relating to 2018 paid in
XATEBE May 2019 - - (405,414)
R-ZE-AFRA=1+H As at 30 June 2019 318,217,861 6,364 101,505,766
R-Z-Z%—A—H As at 1 January 2020 318,217,861 6,364 101,505,767
rd i3S Exercise of share options (Note) 407,000 9 168,602
RZZZEERART—NEF Dividends relating to 2019 paid in
XATEBRE June 2020 - - (408,159)
RZZE-ZFXRA=1H As at 30 June 2020 318,624,861 6,373 101,266,210

T

REBEE-ZT-TFA=+HIENMEA 407,000 BERE (=
ZE-AFRAZTHIEANMEA 1,924,136 B ) BT
READRR407,000 R EBER (HE-_T—NAFA=THIEAE
A 11,924,136/%) - R{EA55283%T (BE-T—hF A=+
HIEANEA : 78,444%7T) » HFIET (BEZT—NFRA=ZF
HiEAMEA : 38% ) s ARA - MA 2168602k T (HE_Z
—NEANAZTBIEAMEA $928,233%5T) it AR HER ©
bt 113,328 L (BEZS—NERNA=THLILMEA : 849,827
EN)BEURNAERNFHEEERERMEER - R=F=
TEXNAZTH  4#37,375,554 (ZE—h&EX~A=+A:
37,782,55417% ) BERAEA M ARITHE o

FRERTRE INTERIM REPORT 2020 EA4IZREFR AT SMIT HOLDINGS LIMITED

Note:

During the six months ended 30 June 2020, 407,000 options were
exercised (six months ended 30 June 2019: 1,924,136 options) to
subscribe for 407,000 ordinary shares (six months ended 30 June
2019: 1,924,136 shares) in the Company at a consideration of
USD55,283 (six months ended 30 June 2019: USD78,444) of which
USD9 (six months ended 30 June 2019: USD38) was credited to share
capital and the balance of USD168,602 (six months ended 30 June
2019: USD928,233) was credited to the share premium account.
USD 113,328 (six months ended 30 June 2019: USD849,827) has
been transferred from the share-based payment reserve to the
share premium account. As at 30 June 2020, there were in total
37,375,554 options (30 June 2019: 37,782,554) remain outstanding.
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12 ESEMARERESGERE 12 TRADE AND BILLS PAYABLES

RIZEZTEXA=1TH - RERAMNESENFIE As at 30 June 2020, the ageing analysis of the trade and

RENZBORESTAT

bills payables based on invoice date is as follows:

RECET AT
Unaudited Audited
R-ZBE-EHF RZZE—-NF
ANB=+H +=-A=1+—H
As at As at
30 June 31 December
2020 2019
Ex E
UsD UsD
30 RN Less than 30 days 1,250,901 8,295,499
31£90K 31 to 90 days 291,770 243,137
91 180K 91 to 180 days 1,613 -
181E365K 181 to 365 days 501,421 632,208
365 KA E Over 365 days 25,793 49,796
2,071,498 9,220,640

13 ErERAREMENRIE 13 ACCRUALS AND OTHER PAYABLES
RECEST FE
Unaudited Audited
R-ZZBZ2F RZZE—-NF
AA=+HB +=ZA=+—H
As at As at
30 June 31 December
2020 2019
=T ES
UsD UsD
[EEHEERA X Accrued employee benefits expenses 1,620,930 3,813,450
FERTSI TR E Accrued royalty fee 803,382 1,065,079
HAbERBIIE Other taxes payables 168,476 115,136
BB 2 N B ROE (Bif5E22(e))  Amounts due to associates (Note 22(e)) 1,528,883 2,388,883
H Others 1,028,893 1,260,792
5,150,564 8,643,340
o FERBNE D Less: Non-current portion (48,862) (47,612)
mENER D Current portion 5,101,702 8,595,728

AR HEAERE INTERIM REPORT 2020
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EIEW A 14 DEFERRED INCOME
RICELT K
Unaudited Audited
R-B-ZF RZZT—NF
ANA=+tHA +=—A=+—H
As at As at
30 June 31 December
2020 2019
E ES
UsD UsD
EEBATH B Deferred government grant 40,122,316 34,290,519
B FERENE Less: Non-current portion (7,513,567) (7,560,012)
mENER Current portion 32,608,749 26,730,507

R-ZZE-_ZTFEXA=Z1+H £48EPEPREF
ARERBRMEERNBEEMNELCBTEBARKE
249,000,0007t (#8557 4935,000,000% ) (ZF— A,
F+=-A=+—H : AR¥210,000,0007T (HER%)
30,000,000 7T) °

FRERTRE INTERIM REPORT 2020 EA4IZREFR AT SMIT HOLDINGS LIMITED

As at 30 June 2020, the balance includes a deferred
government grant of RMB249,000,000 (equivalent
to approximately USD35,000,000) (31 December
2019: RMB210,000,000 (equivalent to approximately
USD30,000,000)) from the PRC Central Government for
the implementation of a national science and technology
major project.
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15 EMEEIPWEEX 15 EXPENSES BY NATURE

RGET
BEZAHLEREAR
Unaudited
Six months ended
~A=+H ~NA=TH
g o 523 —T-hEF
30 June 30 June
2020 2019
=T E
UsD UsD
ZERD N & Auditors’ remuneration
— RBURT - Audit services 241,898 235,555
EHFERA Cost of inventories sold 11,289,235 9,718,351
EERMHAZ (REESHE) Employee benefit expenses (including
directors’ emoluments) 6,074,404 6,965,722
MEEREAX Expenses relating to short-term leases 1,018,336 861,600
FEMEEER Legal and professional fees 626,610 772,781
W - BER&EITE (H5E8)  Depreciation of property, plant and
equipment (Note 8) 756,416 283,647
RErEGAE Royalty expenses 455,847 440,839
EIRRBAERZ Travelling and entertainment expenses 441,963 491,185
FREEERE Depreciation of right-of-use assets 215,789 136,013
B 5 WG IR B Provision for impairment of trade receivables 181,507 16,869
B &R A Advertising costs 113,288 160,203
FERERE (BERD) Provision for/(reversal of provision for)
impairment of inventories 109,739 (229,666)
Hih s &gy (3Es) Amortisation of other intangible assets
(Note 8) 93,353 231,910
Hthina Other taxes 84,533 87,244
HEME  BEREREEBE Loss on disposals of property, plant and
equipment 38,687 25,825
HEHMEEEERE Loss on disposals of other intangible assets 35,060 -
=) Others 2,392,816 1,782,093
HEKA - M - HER Total cost of sales, research and development
DA —MRITEEI R expenses, selling and distribution expenses,
CRVEE ZREFEEAE general and administrative expenses and
net impairment losses on financial assets 24,169,481 21,980,171

AR HEAERE INTERIM REPORT 2020
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16 |BITER

16 BANK BORROWINGS

RGET KEET

Unaudited Audited

R-B-ZF —ET-NEF

A~B=+H %_ﬂ =+—H

As at As at

30 June 31 December

2020 2019

ET E

UsD UsD

RERRITIER - BT Short-term bank loans, secured 6,409,587 -

RIBZTFRA=1TH  AEERRITERERTF
RZZB-ZFERA=1TH  ARIHBERE @ RITER
MR E SR E D FERSE

REZZE-ZFRNAZ+H  AEEMRITEFUALRAF

RARNBRENRFRITES - BRNTERERBRR

HERFAERIEEA -

REERTERNREEAARKEE -

REIZ-FFRA=1TH  BHRTERERFN X

F4.00%%E4.86%

REETEHAMARRRORITERBENT

As at 30 June 2020, the Group’s bank borrowings were
wholly repayable within 1 year.

As at 30 June 2020, the carrying amounts of the bank
borrowings approximate their fair values due to their
short maturities.

As at 30 June 2020, the Group's bank borrowings
were secured by the corporate guarantee given by
the Company and Mr. Huang Xueliang, the executive
director, the CEO and controlling shareholder of the
Company.

The carrying amount of the Group’s bank borrowings are
denominated in RMB.

The effective annual interest rates of short-term bank
loans as at 30 June 2020 ranges from 4.00% to 4.86%.

The Group's available and undrawn bank loan facilities
were as follows:

RGES KEET

Unaudited Audited

R-B-ZF —ET-NEF

A~B=+H +_ﬂ =+—H

As at As at

30 June 31 December

2020 2019

=T E

UsD UsD

AT BN M AR HRER A B 4R EE Total available and undrawn facilities 22,715,704 16,136,005

FRERTRE INTERIM REPORT 2020 EA4IZREFR AT SMIT HOLDINGS LIMITED
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17 EAEZZEARNKRE

(a)

(b)

(0)

HEBERHFRRARLT ([ L&ER))

R-ZE—AFHRANA  SMITEIIARESHKEA
R#5,590,0007T (1H%54810,239% L) & L8
B AEI34.95% %A o FHL - SMITRYIE 2K
BREBSEAFEN MBEBKREEHSEAELNERE

BEAT -

) EEREARRE (RS LE]

,L,\ & /L,\ (

RN-F—
i

—=

NWFE+_A=++tH  REESEETHE
NREBEERILIENE  ZEBRUREERE
MARRAR S TKATEEZFEH BB/
) EEREBRAR ([BBEELE])EE
4 H AREE309,821,0007T (F85 7 4744,411,000
L) cRZE—NF+ZA=+—HEKX
B ASERERS L ,iE’JHﬂ%EEMOO%Tﬁ
49.19% + WAREZEFIHE - AA - AEERBHEN
PENRBESUEAFESEHTE - MkkEE
BZEREENR (AAAEBEYER T LEAE
HEN) HRBRSOARMNS © ZAFEAY]
SHIREE ©

—

>HH

AR CTFE-A=+—H  AEBEEREHM
BEAFET Bt BUEHARREEERE

AAE) > AEEABREEATEARNEREER
NHEEBREERAEDEARNRE - F#15F2

BAMIEE10(F) ©

17

INVESTMENTS ACCOUNTED FOR
USING THE EQUITY METHOD

(a)

(b)

(0)

hERRE

Shanghai Qingge Digital Technology Co., Ltd.
(“Shanghai Qingge”)

On 9 May 2019, SMIT Shenzhen invested in
34.95% equity interest of Shanghai Qingge 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.

S2C Shanghai Co., Ltd. (“S2C Shanghai”)

On 27 December 2019, the Group entered
into a capital injection agreement with certain
independent investors which agreed to contribute
a total of RMB309,821,000 (equivalent to
approximately USD44,411,000) into S2C Shanghai
Co., Ltd. (“S2C Shanghai”), an indirectly-held
subsidiary of the Company before the completion
of transaction. Upon the completion of the
transaction on 31 December 2019, the Group’s
equity interest in S2C Shanghai decreased from
100% to 49.19% with a loss of control. On the
same day, the Group's retained interest over
S2C Shanghai was remeasured to its fair value,
which became the initial carrying amount for the
purposes of subsequently accounting for such
retained interest as an associate because the
Group has significant influence over S2C Shanghai.

Giga

On 31 January 2020, the Group had significant
influence over Giga whereby Giga became
an associate of the Group and a transfer to
investments accounted for using the equity
method was made from financial asset at fair value
through profit or loss at its fair value on the same
day. See Note 10(f) for details.

INTERIM REPORT 2020 EIfR¥ZREMR2AT SMIT HOLDINGS LIMITED
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17 EAESZEARNKRE (@)

(d)

FREATRE INTERIM REPORT 2020

17

INVESTMENTS ACCOUNTED FOR
USING THE EQUITY METHOD (Continued)

EBEMSEHERERAT ([EHEE]) (d) Shanghai SMIT Xinxin Semiconductor Co.,
Limited (“SMIT Xinxin")

RZEZZTF=A=+—8  SMITFJEETE On 31 March 2020, SMIT Shenzhen entered
REEF I REEREGE  ZEBEIREER into an equity transfer agreement with certain
ERBEHSREES £ AR 50,000,000 (18 independent investors which agreed to contribute
%£507,057,06337T) + LAHAERS0% It - A KA a total of RMB50,000,000 (equivalent to
BAUSESZHIHE AR 1,000,000 FEERE USD7,057,063) into SMIT Xinxin for 50% of the
141,000%7T) » PAMRER BRI 1 % IR HE - IR equity interest and pay RMB1,000,000 (equivalent
TTF=A=1T—HRGTENE  AEERE to approximately USD141,000) by cash to SMIT
USRI IRFE R 100% FFEE49% + WK EAE Shenzhen for 1% equity interest in SMIT Xinxin.
e BB AEBREMOSEHREERUER Upon the completion of the transaction on 31
FEEHE - MtlERAZEAME AT (AR March 2020, the Group's equity interest in SMIT
REEHEHSEERTEN) (IREERHA Xinxin decreased from 100% to 49% with a loss
RS - Z A TEAYVIZHREE of control. On the same day, the Group’s retained
interest over SMIT Xinxin was remeasured to its fair
value, which became the initial carrying amount
for the purposes of subsequently accounting for
such retained interest as an associate because the

Group has significant influence over SMIT Xinxin.

s ET

Note usD

B 0L 8849 % R i A B Fair value of 49% equity interest of SMIT Xinxin 6,915,922

BeRE Cash consideration 141,141

7,057,063

B HEEERE
Re LRSEED

Less: net assets disposed of
Cash and cash equivalents

(28,241,833)

TR FRIA K H Ath FE U FRIE Prepayment and other receivables (581,636)
Wz - BB RFE Property, plant and equipment 8 (760,740)
e BE SR Accounts payables 21,696
T B A K Hoh fE < 5RIA Accruals and other payables 52,718
FESF SMIT R Y| 1B Amount due to SMIT Shenzhen 22,582,603
REIEL SR BRIMENE  Exchange reserve released upon deemed disposal 27,900
BRIELE MR E Gain on deemed disposal 7 157,771
BIEREEENIBERIEFESE  Net cash outflow arising from the deemed disposal
BeMBEEEY Cash and cash equivalents disposed of 28,241,833
B BRIReRE Less: cash consideration received (141,141)
28,100,692

EIMIZIRAR AT SMIT HOLDINGS LIMITED
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17 EAEZZEARNKRE (@)

18

() BEZEER_ZFE-NEAB=THILAHE
A '?WEE%E‘#;%AEEE’J&%EE@E&@J?DT :

17

INVESTMENTS ACCOUNTED FOR
USING THE EQUITY METHOD (Continued)

(e) The carrying amounts of the equity-accounted
investments have changed as follows for the
six months ended 30 June 2020 and 2019:

RGET
BZEZAHILENER
Unaudited
Six months ended
AA=+A  <A=A
=B-THF —NEF
30 June 30 June
2020 2019
£ E
UsD UsD
A Beginning of the period 43,519,749
HRARNE Additions for the period 19,913,250 810,239
ERAEBABEREATE Transfer from financial assets at fair value
ANEMESREE through profit or loss 1,444,147 -
DML EEFEE Share of net losses (3,999,089) (47,902)
DhERERE Share of translation differences 151,446 -
EEmE =R Currency translation difference (323,489) 3,626
HAR End of the period 60,706,014 765,963
FrigHiE % 18 INCOME TAX CREDIT

AEBOBERKBARSMTREY (B2 —LF~A
*+E|¢/\flﬁ R RAEEMBEREE AT (B
T—NFXRA=ZTHLEXEAR  WEBRRE) BELS
:/‘EIJEZE‘SNWI%«,@.ﬁ%lﬁutm B SMITZEYI K
BRSO EETRAREERSEREART AT DE
FISBUA T RERNSFEMEZE - SMITEYI KBRS L
B ERZEB 5% AR EMSEER ([REMEH])
EERER((RFEMEEEENEK]) - BE-_Z-2F
RZF—NFRA=1+A1EANEABSMITRIN R BB
EEMERBEFRANCEMSHREEA15% (=ZF
— N4 1 15%) °

AR HEAERE INTERIM REPORT 2020

SMIT Shenzhen, a PRC subsidiary (six months ended
30 June 2019: same) of the Group, and S2C Shanghai,
a PRC associate (six months ended 30 June 2019:
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 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”). An EIT tax rate at 15% (2019:
15%) was applied to the assessable profit of SMIT
Shenzhen and S2C Shanghai for the six months ended
30 June 2020 and 2019.

EIZERAR AT SMIT HOLDINGS LIMITED
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18

19

FREATRE INTERIM REPORT 2020

EBIER (@)

HE-Z-ZHFNA=TRHILAEAR  ESREBAMGE
JERRRHEFNIZ16.5% (ZF—NF : 16.5%) N REMR
BEAFGEHEE - BINEFNOBIBENDERBASBELEN
FRERORELE - 2ENBEED - RIEHRMGE
AbLEA - EERRKBITHEANEGES -

SIABRGRE 2 REROMSHEBOT

18

INCOME TAX CREDIT (Continued)

For the six months ended 30 June 2020, Hong Kong
profits tax has been applied at the rate of 16.5% (2019:
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 income statement is as follows:

RICEST
BEZZBHILEXEAR
Unaudited
Six months ended
~NB=1+H NA=+H
—ECEF —E-NF
30 June 30 June
2020 2019
Ey ZET
UsbD [AY)
BIERFTIS L — /& oML I8 Current income tax — overseas tax (23,993) -
IBIEFTISRR Deferred income tax 40,709 355,919
TSk R Aa%E Total income tax credit 16,716 355,919
RE 19 DIVIDEND

HEe—_FT—NWF+-_A=+—HIFEMNRKEAL08,159
EL(ZZE—NF : 405,414F70) R ZE-FF XA

A -
EEETRARBE T -TEAAZ+ALAMBA
REEARHRE (BE-F—AEXAS+HILAE

A:E).

EIMIZIRAR AT SMIT HOLDINGS LIMITED

A dividend of USD408,159 that relates to the year
of 31 December 2019 was paid in June 2020 (2019:
USD405,414).

The Board does not recommend any interim dividend for
the six months ended 30 June 2020 (six months ended
30 June 2019: Nil).
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20

BRER

IR ARSI 2 TV AR B R A 2
e TR 8 -

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
BZEZZBHIEAEA
Unaudited

Six months ended
~NA=1+H NA=1H
—E-EF —E—NF
30 June 30 June
2020 2019
RNAEHE AELEE (7T)  Loss attributable to owners of the Company (USD) (6,363,726)  (2,589,316)
BT T mAR M It a2 Weighted average number of ordinary shares in issue 318,273,053 317,082,146
ERREAREE (FT) Basic loss per share (USD) (0.02) (0.01)

BRETERBBABREITEIIOTBRMEF IS -
UBHRAAEANEEEHEUERNE BRC LB RMET
HoptBREN S - RRBLRETERESHITHR
BB MR AR AT E (RAERRESR T EEE)
BTN EE - ASEROMISRIBRRE S BERTT
MR EE - AMAELRNEEERTRNEE A TR
IEFEOBIERDE - AFTESREERIE -

BE_Z_ZFER_T-NAFAA=THLEAEA - &
REBBEREELN AT L BRYERERY BEREE
FE - Fit - SR ERIESERERELREE -

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 2020 and 2019,
the potential ordinary shares arising from the assumed
conversion of the share options has no dilutive effect on
loss per share. Therefore, diluted loss per share equals
basic loss per share.

FRERTRE INTERIM REPORT 2020 EAfHIZRREBRA R SMIT HOLDINGS LIMITED
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21 BEZAEIE 21 CAPITAL COMMITMENTS
RBERREITNERERAHA L EARABERASARE N Significant capital expenditure contracted for at the end
I of the reporting period but not recognised as liabilities is
as follows:
RACE et 10
Unaudited Audited

R=-Z-ZF R-_Z—hF
AB=+tHB +-RA=+—H

As at As at
30 June 31 December
2020 2019
ET e
Usp usp
M BEREE Property, plant and equipment 3,637,909 2,430,477
22 BEMLEGRRRS 22 RELATED PARTY BALANCES AND
TRANSACTIONS
(@) E=RE TIHWEARARAREEZE-_ZT-ZTF (a) The directors are of the view that the following
FZZE—NFAA=ZtTHIAEAREEEFE individuals and companies were related parties
R RAEERORAHE T that had transactions or balances with the Group
during the six months ended 30 June 2020 and
2019:
BBEHE 28 TEXH EAKENBE
Name of the related parties Principal activities Relationship with the Group
ENELE(RZZZSF-A-THEEE) THA AAFFRTES
Mr. Gao Songtao (resigned on 27 March 2020) N/A Non-executive director of the Company
HERKAE ek ARRFNTES
Mr. Kwan, Allan Chung-yuen N/A Non-executive director of the Company
¥k (RZEZTF=-A-+HHEZAE) TER KORERTER
Mr. Liu Yang (appointed on 27 March 2020)  N/A Non-executive director of the Company
BEERAHE TEH ARFRTES  BERTE RERKE
Mr. Huang Xueliang N/A Executive director, the CEO and controlling shareholder of
the Company
EXEEE TER ARRRITESRERUKE
Mr. Loong, Manfred Man-tsun N/A Executive director and the Chief Financial Officer of the
Company
MAFRE TER ARRMTEEREARERE
Mr. Shuai Hongyu N/A Executive director and the Chief Operating Officer of the
Company
SEERHE A BUESE
Mr. Jin Yufeng N/A Independent Director

74 FRERTRE INTERIM REPORT 2020 EA4IZREFR AT SMIT HOLDINGS LIMITED
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22 BEAERERS (@)

(a)

BERR TIEARRRARREBE T -ZF
RZB-NFRA=ZTHIEREAREAERGFE
R P RAEERIOBER TS ¢ ()

22 RELATED PARTY BALANCES AND
TRANSACTIONS (Continued)

(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 2020 and
2019: (Continued)

EREENEE
Relationship with the Group

BREHE /28 TEEK

Name of the related parties Principal activities
ARIREE TiEH

Mr. Woo Kar Tung, Raymond N/A

RIEGTE il

Mr. Zhang Junjie N/A
RYTEEHER A EREHRHE

Shenzhen State Micro Science and
Technology Co. Ltd.

FIEFERERIRERZRH BB AT
(CRIIEFER])

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

SMIT Investment Limited

SMIT Investment Limited

REEKR

2Fxf
iBoxpay

BEEKR

AEFEEREERAT
(IRIaFEERED

ShenZhen IBOXPAY Information Technology
Co., Ltd. (“Shenzhen iBOXPAY")

HBEHR

Shanghai Qingge

provider

Research and development of
integrated circuit design

FEREWEROTE
EEREE

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

Investment holding

Investment holding

BEx [ RE e

Mobile payment service

BRPIENTEREE
Research and development and

sales of smart door lock

BRTLE
$2C Shanghai

RiRBRERRERH
Research and development and

sales of rapid verification
system and software

B

EDAZEmME R #HE
Giga Research and development and

sales of EDA products

AR HEAERE INTERIM REPORT 2020

BUES

Independent Director

BIESR

Independent Director

BARAMTES  BRHTE RIERRRE

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

ARERTES  BRATERERERABY T ES

Executive director, the CEO and controlling shareholder of
the Company being the director of the related party

ARRRTES  BRATERBRRESEMAES
Executive director, the CEQ and controlling shareholder of
the Company being the director of the related party
ARABTES  ERMTERERREABHAIES
Executive director, the CEO and controlling shareholder of
the Company being the director of the related party
ARRRTES  BRATERBRRESEMAES

Executive director, the CEQ and controlling shareholder of
the Company being the director of the related party
B2

Associate

NG

Associate

BEAR

Associate

EIZERAR AT SMIT HOLDINGS LIMITED
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22 BEAERRRSZ (@)

(b) EEEAEETTRY

%

REEEBB T ETUNTRS

Transactions with related parties

RELATED PARTY BALANCES AND
TRANSACTIONS (Continued)

The following transactions were undertaken by the

Group with related parties:

REGER
BEZAHLEAEA
Unaudited
Six months ended
RA=+H AKRA=TtH
—ECEF —hF
30 June 30 June
2020 2019
=T E
UsD usD
SRR MR AR A BIMY  Operating lease payments and the costs and
EEHRNSEEMENZKEARM  fees relating to air-conditioning and public
THEARAHEENRANER  utilities in respect of properties of Shenzhen
State Micro Science and Technology Co. Ltd. - 178,699
5?%ﬁ\|§iﬁﬁ%ﬁm¢%%ﬁﬁﬁm % Operating lease payments and the costs and
EHENTEBHEZERARAE  fees relating to air-conditioning and public
FENKERER utilities in respect of properties of Shenzhen
Digital TV 939,752 609,443
FRINEFEERITBRAFE Sales of mPOS devices to Shenzhen iBOXPAY
EmPOSH 1 - 789,807
HERL LSS RRERFEZRS Sales of rapid verification system and software
ER B4 products to S2C Shanghai 3,246,056 -

[LBARIHERE KRR

REBRGLE

m /LA

EEENFFAERAEE

Shanghai

License fee paid to S2C Shanghai

Sales of CAM products to Shanghai Qingge 41,548
BB ARIBES S Purchase of goods from a subsidiary of S2C

1,080
266,515

% ER 5 TRE MBI B HE M IRE

FREATRE INTERIM REPORT 2020
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agreed by the relevant parties.

These transactions are made under terms mutually
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22 BHMAERRRE (®) 22 RELATED PARTY BALANCES AND
TRANSACTIONS (Continued)
(0 FEEEEFMN () Key management compensation
FEEERERRBRRITRIENITES - B ER Key management includes directors (executive
FEERENREBREHMIITAT - and non-executive). The compensation paid or

payable to key management for employee services
is shown below:

REET
BZEZHAHLEAREAR
Unaudited

Six months ended
ANA=+H ~NA=1+H
—E-ZF —ET—NF
30 June 30 June
2020 2019
ET 2T
UsD UusD
AR M EREWREF Basic salaries, allowances and benefits in kind 1,086,547 830,294
BB TEAT Discretionary bonuses 29,989 46,390
RIKEF — REMHFKETE]  Retirement benefit — defined contribution plan 4,243 23,135
1,120,779 899,819

FRERERE INTERIM REPORT 2020  EAf%IZMRAPRA R SMIT HOLDINGS LIMITED

77



BEE R =g s s
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

22 BEAERERS (@) 22 RELATED PARTY BALANCES AND

TRANSACTIONS (Continued)

(d) REEEXRZZHREH (d) Ending balances arising from sales and
purchases transactions
RGBT LR
Unaudited Audited
R-B-ZF R_E—N4F
ANA=t+H +=-A=+—H
As at As at
30 June 31 December
2020 2019
B 5E ETT E
Note Usb usb
R 5 & 2 FEWGRIE Trade receivable from a related (i)

(FIEE9) party (Note 9) - 358,361
BN R B 5 WA Trade receivables from associates (ii)

(FHt&E9) (Note 9) 3,685,040 2,541,942
JE B & R R FRIE Trade payables to associates (i) (267,595) (732,639)
BIE Note:

(i) RIZZE-NF+A=+—HHEKFEETERER (i) Receivable as at 31 December 2019 arose mainly

(ii)

RNBFEEMEMEERS RIS RPRAER
IE BEARRE R _E-AF+-_A=+—
B - LA RARE ) SORRTHREUE - REBE=T =
TERNA=ZTRIEANER - BRFIAZEES

B o RWHUAR BN SRR B AAKEBERRER
BEBRAEMBARNEERZELR © BUGRIAR
MFRIEDBINEE BB EAZ B REE AR
60 HEIH] - ZEREHAEERDE - BIER Y
BREFURR R o

FRERTRE INTERIM REPORT 2020 EA4IZREFR AT SMIT HOLDINGS LIMITED

(ii)

from sale transactions to Shenzhen iBOXPAY and was
due six months after the date of sales, unsecured,
and interest-free. No provision weas held against
receivables from related parties as at 31 December
2019. The receivable was wholly settled during the six
months 30 June 2020.

Trade receivables and payables arose from sales
and purchases transactions with S2C Shanghai,
an associate of the Group, and its subsidiaries.
Receivables and payables were due six months
after the date of sales and 60 days after the date
of purchases, respectively. These balances were
unsecured and interest-free. No provisions were held
against receivables from associates.
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22 BEAERRRSZ (@)

(e)

22

RELATED PARTY BALANCES AND
TRANSACTIONS (Continued)

R L NIEE RN (e) Non-trade balances with related parties
RiCEst KA
Unaudited Audited
R-ZB-ZF ZE-NF
A~B=+H %_ﬂ =+—H
As at As at
30 June 31 December
2020 2019
ks ET E
Note UsbD usb
1 REEE 5 i (BIEE9) Deposit to a related party (Note 9) () 498,749 449,296
e RS 77 I8 (M95E9)  Receivables from related parties
(Note 9) (i) 73,612 73,451
JRE L B = R RUR (|3ﬁu£9) Receivables from associates (Note 9) (i) 509,787 584,352
Bl A=VNSINEN BN Prepayment to an associate (Note 9)
(M13£9) 405,859
Bl =INSII =& Loan to an associate (iif) - 5,035,836
JE B 2 2 R RIE (FTE13) Payables to associates (Note 13) (ii) (1,528,883) (2,388,883)
Bt 5 Note:

(ii)

(iii)

SEHARYIBF
-

BRI EBKIEZE - BAARE

Eleyapidil WG|
BAERTTAHE

EARMREEEL X TERS - I
EZ%%%E}?@H&# - B RARENR

AEENRERNREEREATERE  TAAR
Bt - ZXAREER - RERAR=EANIE

2o

il

RS

(ii)

(i)

INTERIM REPORT 2020

The amount represented the rental deposit to
Shenzhen Digital TV and was denominated in RMB.

The carrying amounts of balances with related parties
and associates approximate their fair values and
are mainly denominated in USD. The balances were
unsecured, interest-free and repayable on demand.

The carrying amount of loan to an associate
approximated its fair value and was denominated in
RMB. The amount was unsecured, interest-free and
repayable within three months.

EIZERAR AT SMIT HOLDINGS LIMITED
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22 BEBAHEBRERS @) 22 RELATED PARTY BALANCES AND
TRANSACTIONS (Continued)
() REBINRE 2BREBBEERLOFEAR (f)  Investments in related parties classified as
NEMERE financial assets at fair value through profit or
loss
RGET LEE
Unaudited Audited

R-ZB-ZF RZZE—NF
ANA=t+HE +=-—A=+—8H

As at As at

30 June 31 December

2020 2019

=7 ES

UsD uso

REFEAHRE (F3E10(d) Investment in iBoxpay (Note 10(d)) 2,063,938 2,063,938
BRI & (FEE10(F) Investment in Giga (Note 10(f)) = 1,433,445
2,063,938 3,497,383

80 R ERERE INTERIM REPORT 2020  EAf#IZMRAPRA R SMIT HOLDINGS LIMITED
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