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Hong Kong Exchanges and Clearing Limited and The Stock
Exchange of Hong Kong Limited take no responsibility for
the contents of this announcement, make no representation
as to its accuracy or completeness and expressly disclaim
any liability whatsoever for any loss howsoever arising from
or in reliance upon the whole or any part of the contents of
this announcement.
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ANNUAL RESULTS ANNOUNCEMENT
FOR THE YEAR ENDED 31 DECEMBER 2020
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The board of directors (the “Board”) of SMIT
Holdings Limited (the “Company” or “SMIT”)
hereby announces the consolidated results of
the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended
31 December 2020 (the “Reporting Period”)
together with the comparative figures for the
corresponding period in 2019.
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CONSOLIDATED INCOME STATEMENT

Mt
Note

Revenue 3
Cost of sales 5

Gross profit

Other gains, net

Other income

Research and development expenses

Selling and distribution expenses

General and administrative expenses

Net impairment losses on financial
and contract assets

RS IS IS I NE N

Operating (loss)/profit

Finance income, net 6
Share of net losses of investments
accounted for using the equity
method

BREFEBIAT (B518) /BRI (Loss)/profit before income tax

PR Bl %

Fr (F8)&EF

AT &IEEN (BE),/

A

ZVAGE 2PN

S PEIEHE

Income tax credit 7

(Loss)/profit for the year

(Loss)/profit is attributable to:

Owners of the Company
Non-controlling interests

(Loss)/earnings per share attributable

to owners of the Company:
Basic (loss)/earnings per share

(USD per share) 8
Diluted (loss)/earnings per share

(USD per share) 8

For the year ended 31 December 2020

B2Z+-A=+—HLEE

Year ended 31 December

—ECEH
2020
e
USD

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

—F-NEF
2019
I
USD

38,099,720
(22,824,996)

13,311,441 15,274,724
3,729,132 19,441,664
16,194,650 2,422,792
(22,975,397) (9,598,577)
(1,626,552) (4,083,511)
(9,223,112) (12,132,695)
(86,391) (19,971)
(676,229) 11,304,426
308,786 583,727
(4,587,420) (266,833)
(4,954,863) 11,621,320
1,521,092 700,991
(3,433,771) 12,322,311
(3,707,652) 10,602,142
273,881 1,720,169
(3,433,771) 12,322,311
(0.012) 0.033
(0.012) 0.033
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CONSOLIDATED STATEMENT OF

+—H I EE COMPREHENSIVE INCOME

For the year ended 31 December 2020

BE+-A=1+T—HLEE

Year ended 31 December

—B-2F —B-NF
2020 2019
ESVn FIr
USD USD
(Loss)/profit for the year (3,433,771) 12,322,311
Other comprehensive income/(loss):
Items that may be reclassified
subsequently to profit or loss
Translation differences 4,261,920 (650,686)
Share of translation differences of
investments accounted for using
the equity method 2,431,975 —
Items that have been reclassified to
profit or loss
Exchange reserve released upon deemed
disposal of an investment accounted
for using the equity method (305,172) -
Exchange reserve released upon
deemed disposal of subsidiaries (27,900) (3,197)
Other comprehensive income/(loss)
for the year, netof tax 6,360823 (653,883)
Total comprehensive income
for the year 2,927,052 11,668,428
Attributable to:
Owners of the Company 2,552,107 9,942,125
Non-controlling interests 374,945 1,726,303
2,927,052 11,668,428
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ASSETS

Non-current assets

CONSOLIDATED STATEMENT OF

Property, plant and equipment

Right-of-use assets
Other intangible assets

Goodwill

Other receivables and prepayments 10
Investments accounted for using

the equity method

Financial assets at fair value

through profit or loss

Deferred income tax assets

Current assets
Inventories

Trade and other receivables

and prepayments
Contract assets
Loan to an associate
Income tax recoverable
Restricted bank deposit
Cash and cash equivalents

Total assets

FINANCIAL POSITION
As at 31 December 2020

R+=B=+—H

As at 31 December
—EEF —E-NE
5 2020 2019
Wit Fr E
Note USD USD
14,755,055 3,152,061
488,623 1,041,791
32,669,145 396,294
6,579,443 6,153,809
1,493,975 1,174,419
69,176,985 43,519,749
11,679,240 14,596,569
5,055,497 3,218,233
141897963 73,252,925
5,232,836 13,525,373
10 38,277,316 14,116,321
10 320,684 -
- 5,035,836
317,791 116,543
- 519,266
46,482,190 70,902,673
90,630,817 104,216,012
232,528,780 177,468,937
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EQUITY AND LIABILITIES
Equity

Share capital

Share premium

Merger reserve

Share-based payment reserve

Statutory reserve
Retained earnings
Capital reserve

Exchange reserve

AN FEVEA NI A K Capital and reserves attributable to

ft

I P I i
BER

af
FRBEE
HEAR

HoAt AT 3K0H

HEAEYTA
SRATHE K

owners of the Company
Non-controlling interests

Total equity

Liabilities

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

R+=B=+—H
As at 31 December

—ECEF —E-NF
2020 2019

E e
USD USD

6,390 6,364
101,642,531 101,505,767
(48,810,141)  (48,810,141)
15,750,615 16,105,925
4,914,429 4,913,464
44,759,935 48,468,552
1,212,543 1,212,543
4,491,395 (1,768,364)
123,967,697 121,634,110
2,342,185 1,967,240
_____ 126,309,882 123,601,350
190,790 658,318
49,810 47,612
30,370,279 7,560,012
13,793,314 -
44,404,193 8,265,942



R+=B=+—H
As at 31 December

—EEHE —E-NE
‘ 2020 2019
Mt Fr Fr
Note USD USD

REBaE Current liabilities
B 5 BEAT KA I EAT 5E9E  Trade and bills payables 11 2,671,291 9,220,640
JERT 2 ) B HAE AT I Accruals and other payables 6,595,711 8,595,728
AHAE Contract liabilities 5,574,074 433,121
RATIE K Bank borrowings 24,356,268 -
EAE U A Deferred income 22,106,575 26,730,507
HEAE Lease liabilities 510,786 449,178
T At BT 130 Income tax payable - 172,471
______ 61,814,705 45,601,645
maE Total liabilites 106,218,898 53,867,587
HEZREE Total equity and liabilities 232,528,780 177,468,937
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CONSOLIDATED STATEMENT OF

CHANGES IN EQUITY
For the year ended 31 December 2020
KRAREAEL
Attributable to owners of the Company
L/Uiﬁ’@
) 3z .
RigE AHRE AR ﬁﬁi EERE BARE ERRE REER &t Bk 48R
Share-
based Non-
Share  Merger payment Statutory Capital Exchange Retained controlling Total
Premium - Teserve  Ieserve  Treserve  reserve  reserve - earnings Total interests  equity
r  Fr  Fr  Fr . Fr Fr Fr Fr #x
UsD UsD usp  Usb - UsD UsD Usp usp  Ush UsD
______ 100982947 (48810,141) 16955752 4913464 1,212,543 (1,108.347) 37866410 112018954 240480 112259434
- - - - - - 10,602,142 10,602,142 1,720,169 12322311
- - - - - (656,820) - (656,820 6,134 (650,686)
- - - - - (319 - (319 - (319
_____________ T T n o oo Dodnid S0 LTINS GSRAS
- ALY - - - - N4 - 94
928,234 - (849.827) - - - - T3S - B4
- - (39742 - - - - (3974 - (3974))
- - - - - - - - 457 457
(405414) - - - - - - (405414) - (405414)
s s S o L L LY
101,505,767 (48,810,141) 16,105,925 4913464 1,212,543 (1,768,364) 48,468,552 121,634,110 1967240 123,601,350
- - - 6,364 - 6,364
101,095,628 (48.810,14 )16105 925 491 3464 1,212,543 (1,768,304) 48,468,552 121,217,607 - 10,217,607
- - - - 1967240 1,967,240
410,139 - - - - - - 410,139 - 410,139
101,505,767 (48,810,141) 16,105,925 4913464 1,212,543 (1,768,364) 48,468,552 121,634,110 1967240 123,601,350

kx
Share
capital
I
Usp
e Kz Balance at
—f—HiER | January 2019 6,326
HEZE-NE For the year ended
= E'I' BIEEE 31 December 2019
é@% /(E8)  Comprehensive
income/(loss)
R Profit for the year -
B % Translation differences -
RRIELEMBARSE  Exchange reserve released
3 9 upon deemed disposal
of subsidiaries -
ER2E(ER)/  Total comprehensive
iyt (loss)/income for
the year -
BREANRS Transactions with owners
URMGEERSGES  Share-based compensation -
ol Exercise of share options 38
B ERELA Deemed disposal of
subsidiaries -
SEERERNLSH  Transactions with
non-controlling interests -
ZF-NERARE  Dividend relating to 2018
ZF-NERBRE  paidin May 2019 -
SEEANRS - Transactions with
ERNERRED owners, recognised
directly in equity 38
W-B-1F Balance at
TZBZT-AHER 31 December 2019 6,364
o Representing;
20 Capital 6,364
ﬁﬂ% Reserves -
Ll Non-controlling interests -
"N 2019 final dividend
! proposed -
6,364
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Attributable to owners of the Company

Bx

Share
capital
#1
UsD

‘:;ii;ﬁigﬁ —H  Balance at

1 January 2020 6,304

For the year ended

+ BIEEE 31 December 2020
i8)/ i

Comprehensive

(loss)/income
(Loss)/profit for the year -
Translation differences -
Shate of translation

differences of

investments accounted

for using the equity

method -
Exchange reserve released

upon deemed disposal

of an investment

accounted for using the

equity method -
Exchange reserve released

upon deemed disposal

of a subsidiary -

Total comprehensive
income/(loss) for
the year -

Transactions with owners
Appropriation to

statutory reserve -
Exercise of share options 26
Dividend relating to 2019

paid in June 2020 -

Transactions with
owners, recognised
directly in equity 26

Balance at

—AHES 31 December 2020 6,390

Representing:
Capital 6,390
Reserves -
Non-controlling interests -
2020 final dividend

proposed -

WBH

AERH
BB AoRE NREE ZERE SXER

Share-
based

payment Statutory  Capital
TESEIVE  rEServe  Treserve

C/ A
usp - Usp USD

101,505,767 (48,810,141) 16,105,925 4913464 1,212,543

2k

REEH R
Non-

Retained controlling
earnings Total  interests
¥t kr  #r

UsD o Ush

(1,768,364) 48,468,552 121,634,110 1,967,240 1

- (3707652) (3,707,32) 273881

- 4261920

- 2316952 115,023

- (291213) (13959

- (27,900 -

6,29.759 (3,707,652) 2352107 374,945

- 189,639 -
- (408,159 -

(965)  (218,520) -

101,642,531 (48,810,141

) 15,750,615 4914429 1212,543

4491395 44,759,935 123967,697 2342185 1

101,231,126 (48,810,141

) 15,750,015 4914429 1,212,543

4491395 44,759,935 123,549,902

- 6,390

- - 1342185
- 411405 -

101,642,531 (48,810,141

) 15,750,615 4914429 112,543

4491395 44.759.935 123967697 2,342,185 126,309,882

8
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

GENERAL INFORMATION

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

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

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

- provision of integrated circuit (“IC”)
solutions, including development and sales of
IC products and related design services.

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

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

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

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

Basis of preparation

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

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

(a) Amended standards and conceptual
framework adopted by the Group

The Group has applied the following amended
standards and conceptual framework for the
first time for their annual reporting period
commencing 1 January 2020:

R EF

Definition of Material
EHMNER
Definition of a Business

B R
Hedge Accounting

REAGRT A 5 i 5 R S AE 22

Revised Conceptual Framework for Financial Reporting

The adoption of these amended standards and
conceptual framework did not have any impact
on the amounts recognised in prior periods
and are not expected to significantly affect the
current or future periods.
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(b)

New and amended standards, interpretation
and accounting guideline not yet adopted by
the Group

The following new and amended standards,
interpretation and accounting guideline have
been issued but are not effective for the
financial year beginning on 1 January 2020
and have not been early adopted by the Group.

U s i R B 1698 (B RTA)
HKFRS 16 (Amendment)
7?54% MRS 3958 - s B
E!'J%MF T B T o YE
ST BB R R 9 5E
Je A s A B 4l YE I B 16 5% (B RTA)
HKAS 39, HKFRS 4, HKFRS 7,
HKFRS 9 and HKFRS 16 (Amendments)
EREBUEEE (BFTA)

Annual Improvements Project
(Amendments)
%%ﬁh%i&%ﬁﬁ,ﬁl 3% HlE gt
HERI S 1658 A i et e A
3758 (BFTA)
HKFRS 3, HKAS 16 and
HKAS 37 (Amendments)

COVID- 194 BATH 4 R
Covid-19-Related Rent Concessions

PRI TR & — 5 —PE B

Interest Rate Benchmark Reform —
Phase 2
VR SV o v R A O
(ZF— xR RAERM)
Annual Improvements to
HKFRSs 2018-2020
32 P o0 A BT

Narrow-scope Amendments

BRHETIHS B (FERT) BAETT ar e 515 5 Peb 5
A R & P etk

AG 5 (Revised)

Al ERHER 1R (BATA)
HKAS 1 (Amendment)

7 s B S i R U 5 17 9
HKFRS 17
7o v SV i o R BB 17 9% (IERT AR

HKFRS 17 (Amendment)
RS (ZF )

HK Int 5 (2020)

Revised Accounting Guideline 5
Merger Accounting for
Common Control Combinations

A EAR D BUS B KR E)

Classification of Liabilities as
Current or Non-current

(X ees ]

Insurance Contracts

R S VB 17 SR B RT

Amendments to HKFRS 17

TR RAST (X ZFF) Bk
W34k — 15N EL S ] BE R 2K
B R AR A B E’J/\ééﬁ

(B RS (ZF )

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

%‘PE%%?&%@EE' HI0EAEEGT  BEEFMHBELASNEGEEEZMH
HERI 285 (7T A) EE SRR

HKFRS 10 and HKAS 28
(Amendments)

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

11

RTIBR#MH 2%
BN ER FEER
Effective for
accounting year
beginning on

or after
—?—?ﬁz/\ﬂ El
1 June 2020
“E - —F—H—H

1 January 2021
“ECCHE~A—H
1 January 2022

“E T —H—H

1 January 2022
“ECCHE—A—H

1 January 2022

“ET=F-A—H
1 January 2023
“ET=F-A—H
1 January 2023
“ET=F-A—H
1 January 2023
“ET=F-A—H

1 January 2023

FE

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

SEGMENT INFORMATION

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

During the year ended 31 December 2020, the
CODM assessed the performance of the Group by
reviewing the results of four reportable segments:
CAM, rapid verification systems and software, cloud
services and IC solutions, which is different from
the segment categorisation in the prior year and
interim period ended 30 June 2020 in order to align
the segment review with the restructured internal
management and reporting structure. The segment
information of comparative period has been restated
to conform to the current period categorisation.

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 transaction
respectively.

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

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

IC solutions — research, development and sales of IC
products and related design services.
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The CODM reviews the performance of the Group
on a regular basis and reviews the Group’s internal
reporting in order to assess performance and allocate
resources. The CODM assesses the performance
of the operating segments based on a measure of
segment results, including adjusted operating 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,
contract assets and prepayments and loan to an
associate but exclude deferred income tax assets,
property, plant and equipment, right-of-use assets,
income tax recoverable, cash and cash equivalents,
restricted bank deposit and corporate and unallocated
assets.

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

Other information provided to the CODM is
measured in a manner consistent with that as adopted
for the consolidated statement of financial position
contained herein.
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(RE3)
R AR

Segment revenue
External revenue

Timing of revenue recognition
At a point in time
Over time

Segment results

For the year ended 31 December 2019
(As restated)

Segment revenue
External revenue

Timing of revenue recognition
At a point in time

Segment results

As at 31 December 2020
Segment assets

As at 31 December 2019
(As restated)
Segment assets
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R E ERER
REF  REHEEH ER% iV ES @y
Rapid
verification
systems and Cloud IC
CAM software services solutions Total
F EIn F EIn Ei
USD USD USD USD USD
23,488,870 - 2,834,122 11,466,789 37,789,781
23,488,870 - - 6,365,021 29,853,801
- - 2,834,122 5,101,768 7,935,890
23,488,870 - 2,834,122 11,466,789 37,789,781
5,654,224 7,295,534 291,152 (2,822,147) 10,418,763
27,989,736 10,109,984 - - 38,099,720
27,989,736 10,109,984 - - 38,099,720
4,818,591 21,814,071 - (3,067,790) 22,964,872
16,076,752 51,189,856 3,241,343 80,203,293 150,711,244
19,280,703 58,906,221 - 3,213,657 81,400,581
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A reconciliation of reportable segment results
to (loss)/profit before income tax and reportable

segment assets to total assets is provided as follows:

Reporting segment results

Corporate and unallocated expenses, net

Operating (loss)/profit
Finance income, net

Share of net losses of investments accounted

for using the equity method

(Loss)/profit before income tax

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

Income tax recoverable

Cash and cash equivalents
Restricted bank deposit
Corporate and unallocated assets

Total assets per consolidated
statement of financial position
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BE+-—A=+—BHLEE

Year ended 31 December

-
2020
B
USD

10,418,763
(11,094,992)

—E-NEF
2019
eV
USD

22,964,872
(11,660,446)

(676,229) 11,304,426
308,786 583,727
(4,587,420) (266,833)
(4,954,863) 11,621,320
R+=—B=+—8H
As at 31 December
—E-EF —ZE-NF
2020 2019
En En
USD USD
150,711,244 81,400,581
5,055,497 3,218,233
14,755,055 3,152,061
488,623 1,041,791
317,791 116,543
46,482,190 70,902,673
- 519,266
14,718,380 17,117,789
232,528,780 177,468,937
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4 OTHER INCOME AND OTHER GAINS, NET

Other income
Government grants
Others

Other gains, net

Exchange (loss)/gains, net

Fair value gain on contingent
consideration payable

Gain on deemed disposals of subsidiaries
(Note 12)

Gain on deemed disposal of an associate
(Note 13)

Forfeiture of other payable to an associate

Net fair value losses on financial
assets at fair value through profit or loss
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Other income and other gains, net recognised during
the year is as follows:

BE+-—A=+—BLEE

Year ended 31 December

—% _ﬁﬂf :E_j-[:ﬂ:—
2020 2019

e e
USD USD
16,190,149 2,385,038
4,501 37,754
16,194,650 2,422,792
(716,490) 193,012
- 1,507,404

157,771 22,777,730
5,777,586 -
1,528,884 -
(3,018,619) (5,036,482)
3,729,132 19,441,664
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EXPENSES BY NATURE

Expenses included “cost of sales”, “research and
development expenses”, “selling and distribution
expenses”, “general and administrative expenses”
and “net impairment losses on financial and contract

assets” are analysed as follows:

BE+=-A=+—HLEE

Year ended 31 December

A% BT <6
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— R
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Auditors’ remuneration
— Audit services
— Non-audit services
Cost of inventories sold
Employee benefits expenses (including
directors’ emoluments)
IC testing fee
Depreciation of property, plant and
equipment
Expenses relating to short-term leases
Legal and professional fees
Other research and development
costs paid to universities
Office supplies and utilities
Travelling and entertainment expenses
Royalty expenses
License fee and technical supporting fee paid
to an associate
Amortisation of other intangible assets
Depreciation of right-of-use assets
Advertising costs
Other taxes
Provision for impairment of trade
receivables and contract assets
Loss on disposals of property,
plant and equipment
Loss on disposals of other intangible assets
Provision for impairment of inventories
Others

Total cost of sales, research and development
expenses, selling and distribution expenses,
general and administrative expenses and
net impairment losses on financial
and contract assets
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e A
2020 2019

ESs #

USD USD
487,641 506,502
26,260 87,752
20,300,793 19,003,767
14,467,200 15,527,697
8,564,083 2,035,449
2,507,805 591,348
1,966,373 2,112,154
1,721,457 1,278,060
1,575,404 459,960
1,132,442 1,002,002
1,312,068 1,785,182
892,660 1,062,981
868,143 -
607,652 463,039
420,107 369,743
264,618 367,269
175,128 221,861
86,391 19,971
48,779 53,591
35,060 -
10,846 1,163,024
918,882 548,398
58,389,792 48,659,750
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Finance cost

Rl & LA Finance cost
MEWRA - FEE Finance income, net
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Finance income
Interest income on bank deposits

Interest expense on lease liabilities
Interest expense on bank borrowings
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FINANCE INCOME, NET

BE+-A=+—HLEE
Year ended 31 December

__‘,_Eﬂf :E_j-[:ﬂ:—

2020 2019
B E

USD USD
522,096 762,568
(28,050) (44,526)
(185,260) (134,315)
______ 213,310) . (178,841)
308,786 583,727

INCOME TAX CREDIT

Certain subsidiary and associate of the Group
established in the Shenzhen Special Economic
Zone and Shanghai have obtained approval from
the respective in-charge tax authorities in the PRC
as High/New Technology Enterprises as defined
under the New Enterprise Income Tax Law. Such
entities are entitled to a reduced preferential
enterprise income tax (“EIT”) rate at 15% (“HNTE
Preferential Tax Rate”) for a 3-year period from
2020 to 2022. An EIT tax rate at 15% (2019: 15%)
was applied to the assessable profit of these entities
for the year ended 31 December 2020.

For the year ended 31 December 2020, Hong Kong
profits tax has been provided at the rate of 16.5%
(2019: 16.5%) on the estimated assessable profit
for the year. Taxation on overseas profits has been
calculated on the estimated assessable profits for the
year at the applicable rates of taxation prevailing in
the countries in which the Group operates, based on
existing legislation, interpretations and practices in
respect thereof.



BE+-HA=+—HLEE

Year ended 31 December

—B-®F —B-hF
2020 2019
KT FEIT
USD USD
RIHA B 1580 Current income tax
— R A 138 — Current income tax
o ] £ 3 i 5 PRC corporate income tax - 325
TR AN BLIR Overseas tax - 2,558
T W 1B Hong Kong profits tax - 172,471
— A BN R — Under-provision in prior years 11,295 57,013
11,295 232,367
IR S iy 75 Deferred income tax
— AR — Current year (1,792,875) (1,192,063)
— K E FERR JE ET O HERR — Derecognition of deferred income
R AE P15 B & tax assets previously recognised 260,488 258,705
. (1532.387) (933,358)
FrigBiiE % Income tax credit (1,521,092) (700,991)
Bk (B1]), B 8  (LOSS)/EARNINGS PER SHARE
8.1 EXK 8.1 Basic

TBREEA (1) /&AL A
A SE M (s 18 i B DL 2 3847
A3 Mt 5

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

BE+-HA=+—HLEE

Year ended 31 December

AL F A NREAG (Es4E)

i A (3£7T)

S5 7 35 40 B AY e 2 2

TR () /& A (E5T)

(Loss)/profit attributable to
owners of the Company (USD)

Weighted average number of
ordinary shares in issue
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Basic (loss)/earnings per share (USD)

—z—T —B—hE
2020 2019
(3,707,652) 10,602,142
318,771,496 317,657,782
0.012) 0.033
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8.2

(Loss)/profit attributable to
owners of the Company (USD)

Adjusted weighted average
number of ordinary shares for
diluted (loss)/earnings per share

Diluted (loss)/earnings per share (USD)

Diluted

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

BE+-—A=+—BHLEE

Year ended 31 December

Weighted average number of
ordinary shares in issue
Adjustments for share options (Note) -

—E2-2F  ZE-NF
2020 2019
(3,707,652) 10,602,142
318,771,496 317,657,782
786,292

318,771,496 318,444,074
(0.012) 0.033

Note:

Diluted loss per share for the year ended 31
December 2020 was the same as basic loss per
share since all potential ordinary shares are
anti-dilutive.
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DIVIDENDS

BE+-A=+—HLEE
Year ended 31 December

—BCBRF  ZEB-AF

2020 2019
B ESn
USD USD
$EEUR R A 2 910,01 W T Proposed final dividend of HK$0.01
(FHEF R £90.001 3 70) (equivalent to approximately USD0.001)
(ZF—F : 0.01¥7C (2019: HK$0.01 (equivalent to
(FHEF R £0.0013E70) ) approximately USD0.001)) per share 411,405 410,139
BEZX-IET A=+ —HIFEERAR K The final dividend for the year ended 31 December

ijwlw%i;ﬁkom%ﬁ;m%ﬂﬁoml
EI0)) » BERFEERBFEIAN (ZF—JUFE
m5m4%m (B 10.01% 6 (M52 £0.001 3
oW E_EEF A+ HZ A EIJLEF“E’J
*%% |4y BEE0.01 3570 (AHSE R 490.001 3£ 70)
S A 411,405 € > %%ﬁ“i%%ﬁ%m
&%ﬂ@kﬁh% %@%X%% Aﬁﬁ&%
#méwﬁﬁ%¢mﬁﬁﬁﬁ%uo
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2019 amounted to USD408,159 (HK$0.01 (equivalent
to approximately USDO0.001) per share) (2019:
USD405,414 (HK$0.01 (equivalent to approximately
USDO0.001) per share)) was paid in 2020. A final
dividend in respect of the year ended 31 December
2020 of HK$0.01 (equivalent to approximately
USDO0.001) per share, amounted to a total dividend of
USD411,405 will be proposed at the upcoming annual
general meeting of the Company. This proposed final
dividend is expected to be an appropriation from
share premium and is not reflected as a dividend
payable in the consolidated financial statements as at
31 December 2020.
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Note
Trade receivables from third parties (a)
Trade receivable from a related party (a)
Trade receivables from associates (a)

Contract assets
Less: Provision for impairment of
trade receivables and contract assets

Trade receivables and
contract assets — net
Prepayments to third parties
Prepayment to an associate
Notes receivable
Deposits and other receivables
from third parties (b)
Deposit and other receivables
from related parties
Other receivables from associates

Less: Non-current portion
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R+=—HA=+—8
As at 31 December

2-2E —B-NF
2020 2019

E/n En
USD USD
6,105,631 6,357,934
- 358,361

699,181 2,541,942
322,940 -
(2,048,048) (1,954,107)
5,079,704 7,304,130
8,588,029 4,708,149
1,977,043 —
62,953 135,994
23,769,492 2,035,368
614,754 522,747

- 584,352
35,012,271 7,986,610
(1,493,975) (1,174,419)
38,598,000 14,116,321
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() EHEIGEKIE
R CEFEFF A= H o R

Note:
(a) Trade receivables

As at 31 December 2020, the ageing analysis

H 1 1 & 7 ENGRIE R B A BT an R of the trade receivables based on invoice date
is as follows:

R+=—HA=+—H

As at 31 December
—g-®F —B-NF
2020 2019
B ESn
USD USD
30 KLAIA Within 30 days 2,354,729 3,449,092
31 260K 31 to 60 days 1,369,524 1,987,818
61 290K 61 to 90 days 85,791 373,062
91% 180K 91 to 180 days 781,216 702,199
1812365 K 181 to 365 days 87,788 1,033,196
365 K Over 365 days 2,125,764 1,712,870
6,804,812 9,258,237
(b) N EEEF A=t —H SR (b) As at 31 December 2020, other receivables from

@ﬁ&mﬁ@ﬁ I%ﬂﬁ%ﬁﬁ%%ﬁ
W Y T BOUR 9 3008 N R #5122,039,300 7T

third parties include receivable from Shenzhen
Municipal Government of RMB122,039,300

(FHZE 118,703,628 £ 70) (% — JL4E - (equivalent to USD18,703,628) (2019: Nil) in
) o ' relation to the national science and technology
project.
EZRNREARENRE 11  TRADE AND BILLS PAYABLES
B 5 EAT R I A SRR A BRI A T Trade and bills payables are aged as follows:

Rt+t=—A=+—H

As at 31 December
—g-3F -—T-_N&E
2020 2019
B B
USD USD
30 REAIA Less than 30 days 2,178,924 8,295,499
31%290°K 31 to 90 days 420,723 243,137
91 £ 180K 91 to 180 days 543 -
181 #365K 181 to 365 days 2,151 632,208
365 K Over 365 days 68,950 49,796
2,671,291 9,220,640
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DEEMED DISPOSALS OF SUBSIDIARIES

(a)

Deemed disposal of a subsidiary in 2020

Pursuant to an equity transfer agreement
dated 31 March 2020, SMIT Group Limited
(“SMIT Shenzhen”) agreed certain
independent investors to contribute into
Shanghai SMIT Xinxin Semiconductor
Co., Limited (“SMIT XinXin”) for 50% of
the equity interest and pay cash to SMIT
Shenzhen for 1% equity interest in SMIT
Xinxin. Upon completion of the transaction,
the equity interest of SMIT Xinxin held by
the Group was diluted to 49% and no longer
be a direct wholly-owned subsidiary and
became an associate of the Group.

B
USD

Fair value of 49% equity interest

of SMIT Xinxin
Cash consideration

6,915,922
141,141

7,057,063

Less: net assets disposed of

Cash and cash equivalents

(28,241,833)

Other receivables and prepayments (581,636)
Property, plant and equipment, net (760,740)
Trade payables 21,696
Accruals and other payables 22,635,321
Exchange reserve released upon
deemed disposal 27,900
Gain on deemed disposal of a subsidiary 157,771
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(b)

Deemed disposal of subsidiaries in 2019

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

associate of the Group.

e
USD
Fair value of 49.19% equity
interest of S2C Shanghai 42,999,190
Direct expenses (108,974)
42,890,216
Less: net assets disposed of
Property, plant and equipment (38,042)
Goodwill (15,896,824)
Other intangible assets (4,397,343)
Right-of-use assets (101,360)
Inventories (897,129)
Trade receivables (2,245,837)
Other receivables and prepayments (4,383,228)
Cash and cash equivalents (3,873,804)
Trade payables 2,717,374
Accruals and other payables 8,440,465
Deferred income tax liabilities 255,704
Contract liabilities 161,413
Lease liabilities 101,421
Income tax payable 1,765
Share-based payment reserve 39,742
Exchange reserve released upon
deemed disposal 3,197
Gain on deemed disposal of subsidiaries 22,777,730
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GAIN ON DEEMED DISPOSAL OF AN
ASSOCIATE

On 31 August 2020, S2C Shanghai entered into a
capital injection agreement with certain independent
investors which agreed to contribute a total of
RMB522,911,000 (equivalent to approximately
USD76,221,000) into S2C Shanghai. Upon the
completion of the transaction on 31 August 2020,
the Group’s equity interest in S2C Shanghai
decreased from 49.19% to 29.75%. An amount
of USD5,472,414 resulting from gain on deemed
disposal of the Group’s equity interest in S2C
Shanghai was recognised in the consolidated
income statement of the Group and an amount
of USD305,172 previously recognised in other
comprehensive income was reclassified to profit or
loss.

EVENTS AFTER REPORTING PERIOD

On 27 January 2021, SMIT Shenzhen, Shenzhen
Hongtai Guowei Share Investment Management
Limited (“Hongtai Guowei”), Mr. Huang, and
Shenzhen Angel Investment Guide Fund Limited, an
independent third party, entered into a partnership
agreement in relation to the establishment and
management of Shenzhen Hongtai Angel Share
Investment Fund Partnership (Limited Partnership)
(“Fund”). The primary objective of the Fund is
to engage in angel investments in, and provide
management services to, start-up companies
operating in innovative technology sectors. Pursuant
to the terms of the partnership agreement, the initial
total capital contribution by all partners to the Fund
will be RMB100 million (equivalent to approximately
USD15.3 million), out of which RMB36 million
(equivalent to approximately USDS5.5 million) will be
contributed by SMIT Shenzhen which accounted for
36% of equity interests in the Fund.
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BUSINESS REVIEW

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

The Group obtained approval to undertake the
national key science and technology project of
“Development and Application of Full Process
Electronic Design Automation (“EDA”) System
for Chip Design” in 2018 and duly launched the
research and development of EDA system, and
then further penetrate into the semi-conductor I1C
smart technology business.

CAM

For the year ended 31 December 2020, the Group
recorded revenue of approximately USD23.5
million from CAM, around 16.1% less than last
year, and accounted for around 62.2% of the
Group’s total revenue. The European market
(excluding Russia) remained the largest market
for the Group’s CAM sales business, and made
up around 58.2% of total CAM sales, which was
approximately 6.9% less than the previous year.
The share of revenue from Russia accounts for
about 21.8% of CAM’s total sales, which increases
about 16.4% year on year. Other emerging
markets, accounted for approximately 11.1% of its
total CAM sales, reported a year-on-year decrease
of around 36.5%. The Mainland China market
contributed approximately 9.8% of its total CAM
sales, representing an decrease of around 54.0%
year-on-year.
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Being the largest market for CAM products, the
European region generated growth mainly from
major operator customers in the western European
and northern European markets. As product delivery
from the competitors was affected by the pandemic,
while the Group was striving to secure its existing
market share in the region, additional orders from
old operator customers were also gained from
the competitors. Market activities were halted by
the pandemic in Eastern Europe, sales to major
customers were lower than expected, resulting in
a year-on-year decrease of approximately 6.9% in
overall sales to the European region. The growth
in the Russian region was benefited from steady
customer orders and the year-on-year growth
in the sales to a key customer MTS. Sales to
emerging markets decreased year-on-year mainly
due to less CAM products were purchased by the
operators under the pandemic. Sales to the Indian
market, African region and Uzbekistan decreased
year-on-year. Sales in the domestic market
decreased by approximately 54.0% year-on-year,
which was mainly due to the adoption of program
IP by the operators as the major product planning,
resulting in market promotions for USB-based
products were below expectation, together with the
factor of lower demand caused by the pandemic
and the regulated markets, the sales of Professional
CAM decreased significantly year-on-year.

Despite the promotions of new products, such
as DVB CI Plus 2.0 CAM, were affected by the
pandemic, the Group made various forms of
efforts through multiple channels to maintain its
leading position of 60% market share in the global
market, and penetrated into a CA of a competitor
group, indicating the global layout of 6 major CA
companies was fully completed and laying the
foundation for subsequent growth.
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Cloud Services

Based on the deployment for development of
the Group’s semi-conductor integrated circuits
smart technology business, the Group launched an
users-oriented verification cloud service platform
focused on efficient back-end design verification
tools for integrated circuit design. Platform core
calculation devices are characterised with high
performance, huge capacity, scalability, low cost
and are maintenance free. The Group completed
the development, production, deployment of
and online service for verification cloud service
platform, which has achieved certain scale of
calculation capability, and received service orders
from customer.

For the year ended 31 December 2020,
revenue from the Group’s cloud services was
approximately USD2.8 million, representing
approximately 7.5% of the total revenue.
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IC Solutions

The Group has fully utilised the skills on secure
chip design accumulated internally in the past
years and external customer channels, vigorously
commenced chip design related services, and
promoted the research and development projects
and the implementation of other new business. The
Group integrated and utilised internal and external
resources, and in combination of self-developed
projects, improved the establishment of the
research and development platform and core
technical support. In terms of academic and
enterprise cooperation, the Group initiated
various technological cooperation projects and
realised the achievement results, joint research
and development bases and talent cultivation
grounds were established with various universities
to introduce high caliber talents. The awareness
of the Group in the industry was enhanced by
synchronizing the publicity efforts through
industry exhibitions, forums and publication
series.

For the year ended 31 December 2020, revenue
from the Group’s IC solutions was approximately
USDI11.5 million, representing approximately
30.3% of the total revenue. Research and
development expenses were approximately
USD20.1 million, representing approximately
53.1% of the total revenue.

In the future, the Group will continue to increase
investment efforts in the research and development
of the IC solutions, and fully drive forward the
marketization progress of new business for revenue
growth.
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FINANCIAL REVIEW
Revenue

For the year ended 31 December 2020, the
Group generated revenue of USD37.8 million,
representing a decrease of around 0.8% compared
with 2019. The slight decrease in revenue is
mainly attributable to the deemed disposal of
our subsidiaries engaged in the sales of rapid
verification systems and software in 2019 and
decrease in sales of the CAM segment, whilst

FEZERS 3 H o T the sales from our new business segments cloud
services and IC solutions bought new sources
of revenue to the Group and was about to fully
recover the loss in revenue from the rapid
verification systems and software and CAM
segments. The following table shows revenue
breakdown by business segments:

BE+-A=1—-HLEE
Year ended 31 December
— ? —= qi :E_jli
2020 2019
H# 7% % F H##T % SHH I
USD million % USD million % Change in %
R CAM 235 62.2 28.0 73.5 -16.1
L Mts Cloud services 2.8 7.5 - - -
LR IC solutions
L ES 11.5 30.3 - - -
PRI R Rapid
SUELE{E  verification
systems and
software - - 10.1 26.5 -
37.8 100 38.1 100 -0.8
EFRER=R Gross Profit and Gross Profit Margin

BE - F - FBFEFT A=+ —HIEFENEF
MH133HEEIT > B_F—LFERD12.9% »
BEITEANEEHS ST IR BHNEE
35.2% > ¥ N RE4.9% » FE A AREE
B A g i IR R Y - H BRI 5
R o
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Gross profit amounted to USD13.3 million for
the year ended 31 December 2020, representing
a decrease of 12.9% compared with 2019 mainly
due to change in our sales combination. Gross
profit margin decreased by 4.9% year-on-year
to 35.2%, which was mainly attributable to the
impact of the lower gross profit margin of the
Group’s new business segments, which were still
in the initial exploration period.
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Research and Development Expenses

Research and development expenses mainly
include salaries and benefits of the Group’s
research and development staff, rental and office
expenses, CA certification fees, professional
service fees and transportation and lodging. During
the year ended 31 December 2020, research and
development expenses grew from USD9.6 million
to USD23.0 million, mainly due to increased
expenditure of the IC smart technology research
and development projects.

Selling and Distribution Expenses

Selling and distribution expenses mainly include
salaries and benefits of sales and marketing staff,
marketing, training and promotion expenses,
travel and entertainment and rental and office
expenses. For the year ended 31 December 2020,
sales and distribution expenses were USD1.6
million, decreased by 60.2% compared with 2019,
which was mainly attributable to absence of such
expenses relating to the rapid verification systems
business and software in 2020 as compared
to in 2019, following the deemed disposal of
our subsidiaries engaged in the sales of rapid
verification systems and software at the end of
2019.

General and Administrative Expenses

General and administrative expenses mainly
include salaries and benefits of management,
administrative and finance staff, professional
service fees, rental and office expenses, provision
for doubtful debts, and travel and entertainment.
For the year ended 31 December 2020, general
and administrative expenses amounted to USD9.2
million, representing an decrease of 24.0%
compared to 2019. The decrease was mainly
attributable to the cost control of the Group’s
general and administrative expenses and the
deemed disposal of our subsidiaries engaged in the
sales of rapid verification systems and software in
2019.
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Income Tax Credit

Income tax credit mainly consists of PRC
corporate income tax and Hong Kong profits tax
for the PRC and Hong Kong subsidiaries of the
Group. Income tax credit increased from USDO.7
million for the year ended 31 December 2019 to
USD1.5 million for the year ended 31 December
2020, mainly due to increase of deferred income
tax arising from tax losses.

Loss for the Year

Loss for the year ended 31 December 2020
amounted to USD3.4 million, representing a
decrease of 127.9% when compared with 2019.
It was mainly attributable to an one-off gain on
deemed disposal of our subsidiaries engaged in
rapid verification systems and software and the
increase in R&D expenditure of the IC smart
technology business was recorded in 2019.

Liquidity, Financial Resources and Debt
Structure

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

The Group continued to maintain a sound liquidity
position. As at 31 December 2020, total cash
and cash equivalents of the Group amounted
to USD46.5 million (as at 31 December 2019:
USD70.9 million) and were mainly denominated
in RMB and US dollars, respectively. The Group
recorded net current assets amounting to USD28.8
million (as at 31 December 2019: USD58.6
million). The Group’s current ratio, calculated
by dividing total current assets by total current
liabilities, was 146.6% (as at 31 December 2019:
228.5%).
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As at 31 December 2020, the Group’s bank
borrowings were USD38.1 million (2019: nil) and
lease liabilities were USDO0.7 million (2019: USD
1.1 million). All of the Group’s bank borrowings
had fixed interest rates, of which USD2.9 million
and USD35.2 million were denominated in US
dollars and Renminbi respectively. No restricted
bank deposit had been pledged for the bank
borrowings (2019: nill). No hedging activity had
been carried out by the Group. Gearing ratio of
the Group, as calculated by dividing total bank
borrowings by total equity, was 30.2% (2019:
nil) as at 31 December 2020. Apart from the
above bank borrowings, the Group had unutilised
banking facilities of RMB101.1 million (equivalent
to USD15.5 million) (2019: RMB7.9 million
(equivalent to USD1.1 million)) and USD15
million (2019: USD15 million) in Mainland China
and Hong Kong respectively. Save as disclosed,
the Group did not have any other outstanding
indebtedness or any outstanding or authorised
but unissued debt securities, term loans, other
borrowings or indebtedness in the nature of
borrowings, acceptance credits, hire purchase
commitments, mortgages and charges, contingent
liabilities or guarantees outstanding.

Use of Net Proceeds from Listing

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

REERA
FRGRRIER BLH
fEat L BHER
BRER BX#EE  AERERM
Frifries  HWENHAE  OHRERE
MEADL MEAR BERAR
Use of
proceeds
adjusted Actual use
according to of proceeds
actual gross from
Percentage of proceeds less the Listing
proceeds as estimated Date to
BRERFMAXKAEE stated in the listing the date of
Business objectives as stated in the Prospectus Prospectus expense this report
i H T £ BT
HKS$ million ~ HK$ million
FEE it K1) B B O Product planning and research
and development 40% 100.64 100.64
BB T e B 5 Sales and marketing
expenditures 30% 75.48 71.96
AT ARG F Sl Possible mergers and
acquisitions 20% 50.32 50.32
S S N— M/ % Working capital and general
corporate purposes 10% 25.16 25.16
100% 251.60 248.08
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The unused net proceeds have been placed as
interest bearing deposits with licensed banks in
Hong Kong and Mainland China in accordance
with the intention of the Board as disclosed in the
Prospectus. The Company has not utilised and
will not utilise any net proceeds for purposes other
than those disclosed in the Prospectus.

As at 31 December 2020, the outstanding
unutilised proceeds were approximately HK$3.52
million. Such unutilised proceeds on sales and

marketing expenditures are expected to be utilised
by end of 2021.
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Capital Commitments

For the year ended 31 December 2020, the Group
has no capital commitments (2019: USD2.4
million) contracted, but not provided for, and did
not have any authorised but not contracted for
capital commitments (2019: nil).

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

As at 31 December 2020, the Group had equity
securities investments in a total of five (2019: five)
unlisted companies and had interest in an unlisted
fund with an aggregate fair value of approximately
USD11.7 million (2019: USD14.6 million).

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 made 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 was held as to 90.91% by
the HTHX Fund and 9.09% by SMIT Shenzhen,
and Giga became an associate of the Group. For
further information on the investment, please refer

to the Company’s announcement dated 31 January
2020.

On 31 March 2020, SMIT Shenzhen (as the
vendor), Ms. Feng Yuanyuan (5582 4%) (Investor
A) > Mr. Shi Haiyong (i %) (Investor B) and
Mr. Chen Haiyuan (B 2E) (Investor C) entered
into an equity transfer agreement, pursuant to
which SMIT Shenzhen would transfer 28%, 20%
and 3% equity interest of SMIT Xinxin to Investor
A, Investor B and Investor C respectively. The

consideration for the disposal of the Equity
Transfer is RMB51,000,000 (the “Acquisition”).



[ L SN B A A B PR R M 5 o
WHEETE H B9-F 5 o i O W 1 sk 5] A4
B BRI A LA TH ) At B 15 1) 2 2R
B RIS AR~ PR S A DL A S
PR SR KEBR o BLAL > AR 58 TH H 7R
PO RBCE > BB IR (45 5 e S
o] B B E A BB E 4 o A B WU S TR B
ZEK WEHALT R - F - FFE =N
=t —HRAE -

W oFEFENA=Z+—H > LRGSR
Fe il B A BRA 7 (RIARE /0 (L) /5 B R
HAERAA) ([BEESLEE)) BE THIH%E
FHRI SR E W > BERE MBS LEEE
HE AR H522,911,0007C (FHEE 2 4976,221,000
EIL) o R FFENHA = —HE G ER
15 > A E A RS B0 EHE 1 49.19%
D229.75% o HAE B AL BN TS B R
B AUk 25 2 A2 195,472,414 TN B 455
Wt 2R RRERT > S A LA 4 THT AL £ HH R Y
305,172F L EH B E B o

AN A L 5 A6 =5 AT A B R 2 R AR B 4
EREBSE « ARG B SRR
MEAEM B RS E S EAEE o

BRAN A& Pl gr H b > WE —F FAEF A
= HIEAEE > AR M AT AT o R
HHUETHIE AR~ B A el s G e E
R e &

37

SMIT Xinxin is intended to be a platform for the
Group to explore and invest in new semiconductor
research and development projects. The
introduction of the Investors through the equity
transfer agreement allows SMIT Xinxin to bring
in valuable semiconductor management and
research experience, semiconductor investment
experience and corporate management and
strategic experience to the project. Further,
as semiconductor research and development
projects require substantial investment, the equity
transfer will also allow the Investors to contribute
investment capital to SMIT Xinxin. For further
information on the Acquisition, please refer to the
Company’s announcement dated 31 March 2020.

On 31 August 2020, S2C Limited (previously
named as S2C Shanghai Co., Ltd.) (“S2C
Shanghai”) entered into a capital injection
agreement with certain independent investors
which agreed to contribute a total of
RMB522,911,000 (equivalent to approximately
USD76,221,000) into S2C Shanghai. Upon the
completion of the transaction on 31 August 2020,
the Group’s equity interest in S2C Shanghai
decreased from 49.19% to 29.75%. An amount
of USD5,472,414 resulting from gain on deemed
disposal of the Group’s equity interest in S2C
Shanghai was recognised in the consolidated
income statement of the Group and an amount
of USD305,172 previously recognised in other
comprehensive income was reclassified to profit
or loss.

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

Save for those disclosed in this announcement,
there were no other significant investments held,
nor were there material acquisitions or disposals
of subsidiaries, associated companies or joint
ventures during the year ended 31 December
2020.
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Contingent Liabilities

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

For the year ended 31 December 2020, the Group
did not enter into any foreign currency forward
contracts or use any derivative contracts to hedge
against the risk arisen from its currency exposure.
The Group manages its currency risk by closely
monitoring the movement of foreign currency
rates and may consider hedging significant foreign
currency exposure should the need arise.
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Employees and Remuneration Policy

For the year ended 31 December 2020, the
Group employed about 312 employees (as at 31
December 2019: 290 employees), of whom 299
were based in Mainland China, 11 in Hong Kong
and 2 in other countries around the world. For
the year ended 31 December 2020, staff costs
(including salaries, social insurance, provident
funds and share incentive plan) amounted to
USD14.5 million in aggregate, representing 38.4%
of the total revenue of the Group.

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

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

In 2020, the landscape of the global integrated circuit
industry changed dramatically, the influence of China
and the urgency of self-development in the industry
were increasingly prominent. During the first half of
the year, when the conditions of the pandemic were
stabilised, work and production resumed efficiently
and rapidly, and driven by the new policy on
integrated circuit promulgated by the State Council
in August, the progress of domestic production of
integrated circuit was accelerated. Driven by the
favorable national policy, the production output of
integrated circuit in China continued to grow, the
market size expanded rapidly, the structure of the
industry continued optimizing, and the ecosystem
was further improved. During the year, the Group
also responded to the national policy, followed
the trend of market demand, enhanced our own
research and development standards continuously,
and deepened the development of integrated
circuit smart technology area through multiple
channels. Traditional business was rooted steadily
and stable, while efforts were made to drive
progress in the marketization of new businesses.

In the aspect of CAM business, the Group will
continue to pay attention to the market impact of
the second outbreak of the pandemic, research
and development performance will be improved
through technological enhancement and cost
control, a new hardware platform for CAM
with higher functional competitiveness will be
introduced to develop new operator customers.
By leveraging the compulsory terminal policy
of the new standards in the two major regions
of Europe and India, marketization of products
including CI+1.4 HbbTV ECP CAM and DVB
CI+2.0 CAM, will be promoted. The application
opportunities of USB Dongle products in domestic
hotel ProCAM projects and terrestrial operator
mobile broadcasting in emerging markets will be
further developed.
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In respect of cloud services business, the Group
will continue to utilize its efficient teams
to make proactive response to customers’
feedback on various technical problems, secure
orders and ensure the quality of its after-sales
service. Meanwhile, the Group will improve
the complementary pre-sales and after-sales
management protocol to provide an outstanding
services on customers support and maintenance
and safety of the cloud platform core equipments.

In respect of IC solutions business, the Group will
persistently improve management of internally
and externally for research and development and
sales and enhance measures on risks control in
the course of providing chip design supporting
services. Cooperation of resources from existing
high education institutions will be deepened,
more scientific research and talent resources
will be deployed and invested to facilitate more
cooperation with high education institutions and
scientific research institutes. Internal and external
relevant resources will be further developed and
actively integrated to promote the realization
and completion of more projects. In the aspect
of our own research and development, initiated
projects are further proceeded to achieve the
market standards and strive to achieve quantifiable
relevant results. Meanwhile, team management
standards will be enhanced continuously to
facilitate optimization of team building. External
publicity of the Group will be strengthened to
consolidate the branding position of the Group in
the semi-conductors industry.
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In future, under the new development landscape
of focusing on big domestic circulation as the core
and mutual reinforcement between both domestic
and international circulations, consolidation within
the integrated circuit industry will still be the main
trend, enterprises will also face new development
opportunities. The Group will make use of its own
advantages and position in the industry to generate
internal circulation through close cooperation
among the government, enterprises, academic
institutions and research institutions, while using
market operation means at the same time to
achieve synergetic development with excellent
integrated circuit design enterprises through
capital operation or technological development,
further promoted a wider and deeper layout of
the Group’s integrated circuits smart technology
business not only in government resources, and
high education institutions, but also in the capital
market and in the industry. The diversified
development trends of concentrating on integrated
circuit design as the core will be persisted, based
on the stable market share in traditional business,
the marketization progress of new business will
be driven continuously. While enhancing the
Group’s integrated strengths and its reputation in
the industry, we shall strive to create better quality
capital value for shareholders.

SIGNIFICANT EVENTS AFTER THE END
OF THE REPORTING PERIOD

Other than those disclosed in Note 14 to the
annual result announcement, no other significant
event has occurred after the end of the Reporting
Period and up to the date of this announcement.

ANNUAL DIVIDEND

The Board recommended the distribution of an
annual dividend of USD411,405 for the year ended
31 December 2020 (year ended 31 December
2019: USD410,139) .
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EXPECTED PAYMENT DATE OF THE
PROPOSED FINAL DIVIDEND

Upon approval by the shareholders of the
Company at the forthcoming annual general
meeting of the Company (the “2021 Annual
General Meeting”) to be held on 28 May 2021,
the proposed final dividend is expected to be
payable on 18 June 2021 to the shareholders
whose names appear on the register of members of
the Company on 8 June 2021.

CLOSURE OF REGISTER OF MEMBERS

(a) Entitlement to Attend and Vote at the 2021
Annual General Meeting

The transfer books and register of members of
the Company will be closed from Tuesday, 25
May 2021 to Friday, 28 May 2021 (both days
inclusive), during which period no transfer
of shares in the Company will be effected. In
order to qualify for attending and voting at
the 2021 Annual General Meeting, all duly
completed transfer forms, accompanied by
the relevant share certificates, must be lodged
with the Company’s Hong Kong branch share
registrar and transfer office, Computershare
Hong Kong Investor Services Limited, at
Shops 1712-1716, 17th Floor, Hopewell
Centre, 183 Queen’s Road East, Wan Chai,
Hong Kong no later than 4:30 p.m. on
Monday, 24 May 2021 for registration.
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(b) Entitlement to the Proposed Final Dividend

The proposed final dividend will be payable
to shareholders whose names appear on the
register of members of the Company on
Tuesday, 8 June 2021. The transfer books
and register of members of the Company
will be closed from Thursday, 3 June 2021 to
Tuesday, 8 June 2021 (both days inclusive),
during which period no transfer of shares in
the Company will be effected. In order to
qualify for the proposed final dividend, all
duly completed transfer forms, accompanied
by the relevant share certificates, must be
lodged with the Company’s Hong Kong
branch share registrar and transfer office,
Computershare Hong Kong Investor Services
Limited, at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East,
Wan Chai, Hong Kong no later than 4:30 p.m.
Wednesday, 2 June 2021 for registration.

ANNUAL GENERAL MEETING

The 2021 Annual General Meeting of the
Company will be held on Friday, 28 May 2021.
Notice of the 2021 Annual General Meeting will
be published and issued to shareholders in due
course.

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

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

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

Mr. Huang Xueliang, the chairman of the Board,
tendered his resignation as non-independent
director of Nationz Technologies Inc. ([ 4% iy
JB A A7 M~ H]) (SZSE Stock Code: 300077), a
large-scaled IC design enterprise for hyperscale IC
projects, since April 2020.

Mr. Jin Yufeng, an independent non-executive
director, has served as an independent director
of Huahai Qingke Co., Ltd. (i & BB A5 A
FRZvH]) , a high-end semiconductor equipment
manufacturer with core independent intellectual
property rights, since November 2020.

Mr. Woo Kar Tung, an independent non-executive
director, was re-designated as independent non-
executive director of IRC Limited (#7153 & A KR
/N F]) (HKEX stock code: 1029), a manufacturer
of industrial products listed on the Main Board of
the Stock Exchange, in January 2018.

Mr. Zhang Junjie, an independent non-executive
director, has served as a general manager
of Shenzhen Qianhai Huiqiao Investment
Management Ltd. (PRI T Aij 16 FEAG 45 & 5 2
A PRy F]) since June 2017. In October 2017,
Mr. Zhang served as a director of Suzhou Xinrui
Alloy Tools Co., Ltd (FFHM#r$i A & LEM A
FRZvH]) , a high and new technology enterprise
engaged in research and development and
manufacturing of cemented carbide products and
rock drilling tools for mining, and Hubei W-OIf
Photoelectric Technology Co., Ltd. (#3dt #7556
A A BRZA 7)) (SZSE Stock Code: 002962),
a high and new technology enterprise engaging
in research and development, production and
sales of precision photoelectric film components.
Mr. Zhang has been an independent director of
Shenzhen Landray Software Co.,Ltd. (I
BRIy A PR A W) | a digitalised office
services provider, since December 2018. He joined
Proitav Technology Limited (YT $4 8 BH 4%
A FRZAH]), a national high and new technology
enterprise focused on research and development
and production of audio and video products, and
served as a director since April 2019.
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COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Company has adopted the Corporate
Governance Code and Corporate Governance
Report (the “CG Code”) contained in Appendix 14
to the Listing Rules as its own code of corporate
governance since the listing of the Company’s
shares on 30 March 2016. The Company has
complied with the code provisions of the CG Code
set out therein except for the code provision A.2.1
of the CG Code throughout the year ended 31
December 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 provision A.2.1. The Board
believes that it is necessary to vest both the roles
of chairman and chief executive in Mr. Huang
Xueliang due to Mr. Huang Xueliang’s extensive
experience in the industry, personal resume and
the critical role played by Mr. Huang in the Group
and its past development. The Board believes
the dual role arrangement provides strong and
consistent leadership and is critical for efficient
planning and management of the Group. As all
major decisions are made in consultation with
the members of the Board, and there are three
independent non-executive Directors in the Board
offering independent perspectives, the Board
is therefore of the view that there are adequate
safeguards in place to ensure sufficient balance
of powers within the Board. The Board will also
continue to review and monitor the practices of
the Company for the purpose of complying with
the CG Code and maintaining a high standard of
corporate governance practices of the Company.



.

B L™
2l

REEBETEZXRZNWEEST

AN A C PR A AR BB Bk BT e S I 2
R IEIT AN ARSI A S AT ST R o ] 4
AR R AR > AN A Rl R
WE _F T =t HIFE -
SPARYEST RNl b 2 O AR e o

BEZEES
%&é%@a@$\ﬂ&ﬁ@%%$%@%ﬁ
A B gt R ARSI e A R A
ﬂ&%ﬁ$ﬁ$ﬁ IR B A AR
T A=t H IR A

)I]]]Il

BT TAESEE

A A (8] A S 2 e R R R R BT 2L
A %t%ﬁ¢%@%&&§¥4¥?$
+oHA=+— Hﬁifz%é%ﬁ%ﬂ% e
BRHIE R ~ SR ISR
DA K AR B B 5 2 B Eu¢%l2$ﬁ$
x%A%%ﬁﬁﬁﬁziﬁﬁ% o B 52K
Erat R IR M AT 2 AR A A A
é% w2 € TR A 2 A s A R - B
%%%%EW&%@&%%%@W%E&ﬁi
HE S [RIE > A Rk 38 e A S S T I e g A
m%&%%&&ﬁ%mo

47

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

The Company has adopted the Model Code as
set out in Appendix 10 to the Listing Rules as
the code of conduct in respect of transactions
in securities of the Company by the Directors.
Having made specific enquiries with all the
Directors, the Company confirms that all the
Directors have complied with the required
standard as set out in the Model Code during the
year ended 31 December 2020.

THE AUDIT COMMITTEE

The audit committee has reviewed with the
Company’s management the accounting principles
and practices adopted by the Group, and has
discussed auditing, internal control and financial
reporting matters, including the review of the
annual results for the year ended 31 December
2020.

SCOPE OF WORK OF THE AUDITOR

The figures in respect of the Group’s consolidated
statement of financial position, consolidated
statement of comprehensive income, consolidated
income statement, consolidated statement of
changes in equity and the related notes thereto
as at and for the year ended 31 December 2020
as set out in this preliminary announcement
have been agreed by the Group’s auditor,
PricewaterhouseCoopers, to the amounts set
out in the Group’s draft consolidated financial
statements for the year. The work performed by
PricewaterhouseCoopers in this respect did not
constitute an assurance engagement in accordance
with Hong Kong Standards on Auditing, Hong
Kong Standards on Review Engagements or Hong
Kong Standards on Assurance Engagements
issued by the Hong Kong Institute of Certified
Public Accountants and consequently no assurance
has been expressed by PricewaterhouseCoopers on
this preliminary announcement.
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PUBLICATION OF ANNUAL RESULTS
AND ANNUAL REPORT

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

By order of the Board
SMIT Holdings Limited
Huang Xueliang
Chairman

Hong Kong, 26 March 2021

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



