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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 System for Chip Design” in
2018 and duly launched the research and development
of EDA system, and in order to verify this special research
and development, we specially penetrated into the
semi-conductor IC smart technology business, gradually
develop into the two main new business lines of cloud
service and integrated circuit (“1C") solutions.

CAM

In the first half of 2021, as the overall market sales of
CAMs slightly declined compared to the same period last
year, the Group’s revenue generated from CAM sales
amounted to approximately US$10.4 million, representing
a decrease of 4.6% when compared to that in the first half
of 2020 (for the six months ended 30 June 2020: US$10.9
million), and accounted for 67.1% of the Group's total
revenue.

Elf%IERAEMR A E SMIT HOLDINGS LIMITED
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In the first half of 2021, the European region remained
the largest market for CAMs, accounting for 58.3% of the
total sales of CAMs. The stable share was mainly due to
the continuing orders from mature customers in Western
Europe, the Balkans, and Turkey. The sales of CAMs in the
Russian region amounted to US$1.95 million, representing
a decrease of 6.6% compared to the same period last year
mainly due to the postponement of some orders originally
planned for shipment in the first half to the second half
of this year resulted from the slowdown in customer
demand. The sales in emerging markets amounted to
US$1.7 million, representing a decrease of 11.0% vyear-
on-year, mainly due to the decline in sales in Central
Asia and Africa under the effect of COVID-19 pandemic.
The domestic market sales amounted to US$0.7 million,
representing a year-on-year increase of 54.3%, mainly due
to the growth of sales of domestic Pro-CAM.

In order to effectively alleviate the cost pressure of CAM
product line, efforts will be stepped up for the promotion
of new platform products and more market resources will
be invested in the introduction of new platform products
to operator customers in cooperation with the main
partner CA in the second half of the year. Meanwhile,
we will strengthen the promotion of Cl+ 2.0 products
and actively participate in the special development by the
European digital TV industry alliance (namely DTVP) and
some operators. We will promote the implementation of
the Cl+ 2.0 standard in Europe as soon as possible in line
with the launch of Cl+ 2.0 TV products in the second half
of the year. Currently we have finished the development
and shipment of domestic USB Dongle products in three
operator networks, and we will step up the implementation
of more hotel projects in the second half of the year and
invest more resources to evaluate the capacity of the end
market and bring more sales increments at the same time.

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 deployment of cloud
design services for integrated circuit.
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In the first half of 2021, the Group's sales revenue from
cloud services was approximately US$2.0 million (six
months ended 30 June 2020: US$0.9 million), representing
an increase of 122.2% compared to the first half of 2020
and accounting for 12.9% of the Group’s total revenue.

IC Solutions

The Group has been promoting the implementation of R&D
projects under the layout of integrated circuit solutions by
continuously enhancing its own R&D strength. Currently
several point tools have reached the technical indicators set
in accordance with the project requirements as originally
planned, steadily advancing towards the productization
process under market standards, with gradual application
and promotion of the relevant products. Thanks to the
active multi-channel publicity in the semiconductor
industry, the Group's industry influence has begun to take
shape. In order to deepen the development of the overall
technology of integrated circuit solutions, the Group
has strengthened the interaction of talents and technical
exchanges and boosted the enhancement and progress of
the industry by taking the opportunity of gradual diversity
of school-enterprise cooperation from joint research
and development, talent training to horizontal technical
cooperation and professional competitions, based on the
penetration and expansion of the university cooperation
landscape.

For the six months ended 30 June 2021,
revenue from integrated circuit solutions was
approximately US$3.1 million, representing approximately
20.0% of the total revenue, and R&D expenditures,
mainly constituted of staff cost and IC tape-out fee, was
approximately US$19.0 million, representing 122% of the
total revenue.

the Group's

In the future, the Group will comprehensively promote
the marketisation process of new revenue growth points
by continuously strengthening the investment in R&D
and capital deployment in respect of integrated circuit
solutions.

Elf%IERAEMR A E SMIT HOLDINGS LIMITED
FRHEAERE INTERIM REPORT 2021

7



EEENWR DM
MANAGEMENT DISCUSSION AND ANALYSIS

B 7 [Cl g8 FINANCIAL REVIEW
&S Revenue

HEZZ-—FA=THILEAEAR  AEEMHKZER15.5 For the six months ended 30 June 2021, the Group
BBEEL(ZE_ZFRE 1 182BBF L) ° NRIINGRE generated revenue of US$15.5 million (for the same period
.

DEE DA in 2020: US$18.2 million). The following table shows
revenue breakdown by business segments:

BEXA=THLAEA
Six Months Ended 30 June

—E-—F —EFF
2021 2020

BEZXT % AAEET % EEEDH
Us$ Million %  US$ Million % Change in %
WK CAM 10.4 67.1% 10.9 60.0% -4.6%
R Cloud Services 2.0 12.9% 0.9 4.9% 122.2%
SREREAFTR IC Solutions 3.1 20.0% 6.4 35.1% -51.6%
15.5 100% 18.2 100% -14.8%

RE BN AEBKER —E-_FF RS2 14.8% @ = During the review period, the Group's revenue decreased

BHPN B - —F FYEF S ERTRERTES I ESE by 14.8% compared with the same period in 2020, which

MBS NBIEER — A MEEKBERE REEM - was mainly attributable to absence of an one-off sales
of IC products to an associated company under the IC
solution segment in the first half of 2021.

ERNREFZE Gross Profit and Gross Profit Margin

HE - E-—EFXA-+BIFABEANENEI IBEE Gross profit amounted to US$7.3 million for the six

TR E_FEFERHALIA20BEET  EMEAE46.8% months ended 30 June 2021, representing an increase of

(ZZZZFFHE :29.2%) TEHRBRD TBRAFEHS US$2.0 million compared with the same period in 2020.

EEFMEREBREDBHERA o Gross profit margin amounted to 46.8% (for the same
period of 2020: 29.2%), which was mainly attributable
to the absence of certain low margin IC products sales in
previous years.

EfRI=RAMR QT SMIT HOLDINGS LIMITED
FREATRE INTERIM REPORT 2021
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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 239.5% to US$20.4 million
compared with the same period last year, mainly due to
the full commencement of all of the government research
projects undertaken by the Group, which resulted in a
significant increase in expenses for these government
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. During the review period,
selling and distribution expenses amounted to US$0.9
million, representing an increase of 14.3% compared
with the same period last year, mainly due to increase of
promotion expenses for CAM products.

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$5.0
million, representing an increase of 17.7% compared
with the same period last year, mainly due to increase in
headcount and staff cost of administrative departments
in association with the expansion of the Group's business
activities.

Elf%IERAEMR A E SMIT HOLDINGS LIMITED
FRHEAERE INTERIM REPORT 2021
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Income Tax Credit

For the period ended 30 June 2021, income tax credit of
US$993 thousand consists of deferred income tax on tax
losses. For the period ended 30 June 2020, the net income
tax credit of US$17 thousand consisted of overseas income
tax expenses, deferred income tax on tax loss and other
temporary differences. The increase in income tax credit
was mainly due to the increase in deferred income tax as
a result of the increase in tax losses of the PRC and Hong
Kong subsidiaries.

Loss for the Period

The loss for the period amounted to US$1.8 million,
representing a decrease of 71.2% compared to the same
period in 2020, mainly due to the increase in gross profit
margin and other income recognised from utilisation of
government grants associated with our R&D expenditure,
which is partially offset by the increase in research and
development expenses.

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 2021,
total cash and cash equivalents of the Group amounted
to US$44.3 million (as at 31 December 2020: US$46.5
million). As at 30 June 2021, 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$19.1 million (as at 31 December 2020: US$28.8
million) and its current ratio was 131.6% (as at 31
December 2020: 146.6%) as at 30 June 2021.
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As at 30 June 2021, the Group's bank loan were US$30.2
million (as at 31 December 2020: US$38.1 million), and
lease liabilities were US$0.9 million (as at 31 December
2020: US$0.7 million). No restricted bank deposit pledged
for the bank borrowings (as at 31 December 2020: Nil).
All of the Group’s bank borrowings had fixed interest
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,

rates and denominated in Renminbi.

hire purchase commitments, mortgages and
charges, contingent liabilities or guarantees outstanding.
Apart from the bank borrowings mentioned above, the
Group holds undrawn banking facilities of RMB150.0
million (equivalent to US$23.2 million) (as at 31 December
2020: RMB101.1 million (equivalent to US$15.5 million)) in
Mainland China and no undrawn banking facilities (as at
31 December 2020: US$15.0 million) in Hong Kong, as at
30 June 2021. The Group's gearing ratio, as calculated by
dividing total bank borrowings by total equity, was 24.0%
(as at 31 December 2020: 30.2%) as at 30 June 2021.

Capital Commitments

As at 30 June 2021, the Group has no capital
commitments (as at 31 December 2020: nil) contracted,
but not provided for, and did not have any authorised
but not contracted for capital commitments (as at 31
December 2020: nil).

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

As at 30 June 2021,
investments in a total of six (31 December 2020: five)

the Group had equity securities

unlisted companies and had interest in an unlisted fund
with an aggregate fair value of approximately US$13.2
million (31 December 2020: US$11.7 million).

The Group did not hold any significant investment as at 30
June 2021.

Elf%IERAEMR A E SMIT HOLDINGS LIMITED
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In 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) (“Hongtai Angel Fund”). The primary
objective of Hongtai Angel 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 is RMB100 million (equivalent to approximately
USD15.3 million), out of which RMB36 million (equivalent
to approximately USD5.5 million) is contributed by SMIT
Shenzhen which accounted for 36% of equity interests
in Hongtai Angel Fund. SMIT Shenzhen has significant
influence over this investment and Hongtai Guowei is
accounted for as an associate of the Group.

In April 2021, SMIT Holdings (HK) Limited (“SMIT HK"),
a wholly-owned subsidiary of the Company, invested in
15% equity interest of Chipattern Limited (“Chipattern”)
with a cash consideration of RMB6,000,000 (equivalent to
UsD924,015). SMIT HK has joint control over Chipattern
and Chipattern was classified as a joint venture of the
Group.

Contingent Liabilities

As at 30 June 2021, 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 are
predominantly denominated in US dollars, while sales of
IC smart technology is predominantly denominated in US
dollars and RMB. The Group's costs of production are
predominantly denominated in RMB.
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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.

Employees and Remuneration Policy

As at 30 June 2021, the Group employed 324 employees
(as at 31 December 2020: 312 employees), of whom 311
were based in Mainland China, 11 in Hong Kong and 2 in
Germany. The Group’ staff costs (including salaries, bonus,
social insurance, provident funds and share incentive plan)
amounted to US$10.2 million in aggregate, representing
66.2% 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.

Elf%IERAEMR A E SMIT HOLDINGS LIMITED
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OUTLOOK

In the first half of this year, although the global COVID-19
vaccination rate has gradually increased and the prevention
and control work has entered a new stage, the impact
of the pandemic on multinational trade should not be
ignored, and coupled with the tight production capacity
of the semiconductor supply chain, the development of
the domestic IC industry is not optimistic. In the face of
internal and external difficulties, the Group is actively
responding to the national strategic development policy,
insisting on chip design and development tools and
other core technologies, and continuously improving the
level of independent R&D to help the progress of the
nationalisation of IC technology.

For the CAM business, more cost-competitive CAM
platform will be one of the key marketing initiatives for
CA partners and operator customers in the second half of
the year. The integration of the new CA platform with key
CA customers has been completed and is expected to be
commercialised in the second half of the year. In addition,
the non-card CAM project that is coordinated will also
make significant progress in the second half of the year.
At present, Cl+2.0 products have basically been integrated
and will enter the certification testing stage. In addition
to actively participating in the discussions of DTVP, a
digital TV industry alliance in the European market, and
cooperating with operators in project development, the
Group will also increase its investment in operators and
set-top box manufacturers in the Indian market to promote
the progress of Cl+2.0 mandatory integrated set-top
box projects. Due to the still severe overseas pandemic,
overseas exhibitions have been switched to online virtual
exhibitions or postponed. In the face of the same stringent
domestic control measures, the Group will take measures
to improve the efficiency of on-site acceptance testing of
new products to ensure the smooth completion of hotel
projects using USB Dongle.
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In respect of cloud services business, the Group will
continue to strengthen the customer communication
mechanism and optimise the product performance
with the primary guiding principle of serving customer
needs. At the same time, we will insist on improving the
management of R&D projects, developing and reserving
intellectual property rights, and strengthening the
construction of important IP libraries to meet customers’
specific requirements. Based on customer feedback, we
will improve new products and pre-sales and post-sales
work in a targeted manner.

In respect of IC solutions business, we will continue to
promote the development of various development tools
and strengthen the market application and promotion of
products that meet the technical standards. Through a
variety of school-enterprise cooperation, we will promote
the continuous development of various point tools and the
productization of technical achievements, deepen the joint
training of talents and joint R&D projects, and continuously
improve the construction of the Group’s internal
technical team and the management of R&D projects,
while strengthening external technical exchanges and
cooperation, so as to ensure that the technical roadmap
and development direction closely follow the trend of
innovation in the industry on the basis of improving the
Group's independent R&D level. In addition, the Group will
continue to pay close attention to the cutting-edge trends
in the IC industry, combine its own resource advantages
and business development needs, and fully investigate and
explore outstanding teams or enterprises in the chip design
industry chain that have talent and technology advantages
and can create synergy with the Group’s business, in order
to seek opportunities for cooperation or investment, and
to lay out the EDA field in a targeted manner.

In future, the Group will continue to focus on IC design,
insist on the strategy of technology autonomy, integration
of industry, academia and research, investment and
acquisition, accelerate the process of R&D innovation,
deepen and expand the effective layout of the IC
design field and the development of the whole process
system of chip design, push forward the progress of
the marketization of the Group’s new revenue growth
point based on independent chip design and product
development, and contribute to the nationalization of
IC design and production. While enhancing the Group's
overall strength and consolidating its industry position and
influence, we will strive to create greater value for our
shareholders.
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LR REFREAR

ARABFEBHER - T —RE=A+RBTIENBRER ([
RER ) Pl 2R E R EMEENMSTIRFREED
R251.6BEAET - RIBERFEELNMEFRFE - B
BRMANMERRFEEZZMAECRIBERRERRAGE
NASHRERE | —HAHRABEE R_T-REZA=1
B LEmBEH]  BIARBRNREIAERFMGEERS)
BT FRA=THIE EWASRIEFESERNT

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 2021, the net proceeds raised from the Listing had been
applied as follows

RIEERARSE
IR LS
X BEREN
FBERE BLEmAHE
Use of proceeds E-B--F
BRER M adjusted according AA=tHW
FEREBEEA to actual gross FEREERAR

BRERMAXKAR

Business objectives as stated

Percentage of
proceeds as stated

proceeds less
estimated listing

Actual use of proceeds
from the Listing Date

in the Prospectus in the Prospectus expense to 30 June 2021
BEET BEET
HK$ million HK$ million
EmARE KRR 40% 100.64 100.64
Product planning and research and development
HE NSRRI X 30% 75.48 75.48
Sales and marketing expenditures
QR L 20% 50.32 50.32
Possible mergers and acquisitions
LEEL R —RARMR 10% 25.16 25.16
Working capital and general corporate purposes
100% 251.60 251.60

R-B-—%XA=1H 2REEMBIRFEC2EY

EfRI=RAMR QT SMIT HOLDINGS LIMITED
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As at 30 June 2021, the net proceeds from the Global Offering
have been fully utilised.
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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 2021 (six months ended 30 June
2020: Nil).

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

During the six months ended 30 June 2021, 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.

Elf%IERAEMR A E SMIT HOLDINGS LIMITED
FREAFR INTERIM REPORT 2021

17



Htt &R
OTHER INFORMATION

EERBSTHRAENER INTERESTS OF DIRECTORS’ AND CHIEF
EXECUTIVE

RZBZ—FXA=1H EFRARARZETHABRER As at 30 June 2021, the interests and short positions of the

BESH LB GRIIE 352G TR A= S MRt sk Directors and chief executive of the Company in the shares,

KSR IRATZE SR R AN & A A B I Bt A Py AR A B) I H A AT AR B underlying shares and debentures of the Company and any

=E (E%E%#&ﬂﬂ%’iﬂﬂﬂ%XVﬁﬁ) B ~ MHRERR D & of its associated corporations (within the meaning of Part

B RS AR ESN AT 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:

HADTERE
HBINE D
Approximate
BHEHERERO percentage of
EEHE EEME Number and class interest in
Name of director Nature of interest of securities our Company
HERO miEn R EE R 174,654,315 817 (L) 54.64%
Huang Xueliang @ Beneﬂoal interest and interest in a Shares (L)
controlled corporation
BERY EamlEm 1,080,414 B (L) 0.34%
Kwan, Allan Chung-yuen @ Beneficial interest Shares (L)
BhAT F@ BatkEm 3,942,215 R&RA (L) 1.23%
Shuai Hongyu @ Beneficial interest Shares (L)
BEEEO BaEn 5,203,129 8% &% 15 (L) 1.63%
Loong, Manfred Man-tsun © Beneficial interest Shares (L)
PE - Notes:
(1) [LIEEERAATSEEEREEROMITE (1) The letter “L" denotes the Directors’ long positions in the shares of

our Company or the relevant associated corporation.
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(2) R —FXA=TH BZREAENS5,043,624 KNP IEERE
AT RIRAE 1,475,914 0 O ERRIER A i - BRI E
AYIATEE IR E AR ARI9% s - #iM A Ever Expert Holdings
Limited# 5 100%#2% - Bt - RZTE=—F X A=+8 ' ®%4%
TR A8 A Ever Expert Holdings Limited5 A #)168,134,777 B Bstn
PEA R -

(3) RIZEZ—FSA=TH BEEREEN223418BKRHFHEFE
7% o B E TR A Cykorp Limited 892 SPHE2S © BRI RS A BRI
A Cykorp Limited$ 45 #9856,996 % i% {5  #E A HE25 o

(4) RZTZ—FRA=TH @ BAFEAEREE1,942,6198 8 M5 Kk a]
FREE1,999,596 IR AR 17 RO BB AR IR S e A o

(5) RIZEZ—FXRNA=+H - 8BXEETERA

TR A R o

FRHE5,203,129 R 1D &Y

BREXHIEEN R_T-_—FXA=1H HEE=F
K/ HARRBIRBITHRA BRBIRIEE S &S GHI55352 16
ENARRBLMARSERARBEFETIHNEARFRLE
B R PTHA R R REMRBOERE (B BB 5 LB RIS
XVER) Betn ~ MR SE R D A AR AR SORR -

(2) As at 30 June 2021, Mr. Huang Xueliang was interested in 5,043,624
Shares and was interested in share options to subscribe for 1,475,914
Shares. Mr. Huang also held 99% in Shenzhen Qianhai Guowei

YA E & & BBR A E)) which wholly

owns Ever Expert Holdings Limited. Mr. Huang was therefore also

deemed to be interested in the 168,134,777 Shares in which Ever

Investment Co., Limited (

Expert Holdings Limited had interests respectively as at 30 June 2021.

(3) As at 30 June 2021, Mr. Kwan, Allan Chung-yuen was interested
in 223,418 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 2021, Mr. Shuai Hongyu was interested in 1,942,619
Shares and was interested in share options to subscribe for 1,999,596
Shares.

(5) As at 30 June 2021, Mr. Loong, Manfred Man-tsun was interested in
share options to subscribe for 5,203,129 Shares.

Save as disclosed above, as at 30 June 2021, 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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RZF-_—FXA=1TH BARARESEAAL 2K
R/BEMAL (REZRARAZRSITRAEIN) REREZE
7 M EE GDIF 336 IR TN AR BB M AL AR B
7 KRR D R R FOR B IR T

INTERESTS OF SUBSTANTIAL
SHAREHOLDERS

As at 30 June 2021, 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

follows:

g EEHE

Capacity/nature of interest

EEHERER®
Number and class
of securities

FRENED L
Approximate
percentage of
shareholding

RTERL®
Ms. Zhang Shiyun @

FINENERMIEEBRAF@
Shenzhen Qianhai Guowei Investment
Co., Ltd.®

Ever Expert Holdings Limited @

B (EE)REBRAA
Xinxin (Hongkong) Capital Co., Limited

SN (L8 ’REFRARY
Xinxin (Shanghai) Investment Co., Ltd. @

BRENEREXREEERHARARD
China Integrated Circuit Industry
Investment Fund Co., Ltd. ©

MIEE -

(1 FEILKKRBEHTE -

EfRI=RAMR QT SMIT HOLDINGS LIMITED
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FefBrofEan

Interest of your spouse

REREE S

Interest in controlled corporation

EnEAA
Beneficial owner

EmEAA
Beneficial owner

REEEE S ER
Interest in a controlled corporation

N SR NE T oE
Interest in a controlled corporation

Notes:

174,654,315 8% 815 (L)
Shares (L)

168,134,777 AL (L)
Shares (L)
168,134,777 A% (L)

Shares (L)

29,999,000 F& %17 (L)
Shares (L)

29,999,000 8% B 17 (L)
Shares (L)

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

(1) The letter “L" denotes a long position.

54.64%

52.60%

52.60%

9.39%

9.39%

9.39%
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(2 RIZE-—FRA=1+H EBREEMN,6050008KNOEEES
e NPT RRE 3,438,624 AR (D OB A B M - BARAENEA
AYAEEBIRE AR DA% ER - AINATERBIRERRA
A4 M Ever Expert Holdings Limited# 74 100%#% » Flt + &k
A RORYIATE B HR & B R D R MR /&5 B Ever Expert Holdings
Limited 555 #9168,134,777 IR F E A 5 « RU T AFEER
B AR AR ELERERENEBRO PR ER -

(3) BESHHN BREXNEREEREESBRHEBRAFFFED
(L8 IEBRATINI100%ER - &5 (L8)IREBR AR
BEZL(EE)REEARARMI00%HE - At R-T——4F
AAZTH EREREREXREESROBERAFAREN (L
I REAERATIRARBANER (BB REGRARMSEEN
29,999,000f& Bk 7 R A #e 2 o

B ENPREBEI R-T-—FRNA=TH  BEAMAL
RARERE H LB GDIE336 K FH AR R E L MARKAD
BARARRRRDSBER DT HEEERIOAR

B REsT 8l
EPNGE L

BEARRITELHES - EFRERESMIT CorporationZ
EIEEEIEEL - SMIT Corporation®® —ZZN\F-HA=-+—H
B —BR D BEE (2SN NERHEED - f’Eﬁi’r*’ﬁ
AAR ETMETHEEN—D  ARRBBNR_Z—HF
NA+THABBNE—RREERZRRN -2 \FRMHE
SHEABR AHABERBIREE ([ A AREEaERE
st&1 1) - FAHESMIT CorporationtR i =TT NFEIAD T EIFR H
MBS ERFT AR M E (T - MSMIT Corporation E25% 55 BER%
BB AT ERERSE URE =SS N\FRHTE
BRHMAAZSEREREIER  URATMERE R R
TEABR) MBEETEABE R « AR REEAQ B8
T - MINZERERED A AR RIRBEE N AR EATIERE
FTEIEE -

REmASZ %R SEBREREE R AREE BT
BE—H -

(2) As at 30 June 2021, Mr. Huang Xueliang was directly interested in
1,605,000 Shares and was interested in share options to subscribe for
3,438,624 Shares. Mr. Huang also held a 99% interest in Shenzhen
Qianhai Guowei Investment Co., Ltd. (RYIIFEE IR EBRAR)
which in turn held a 100% interest in Ever Expert Holdings Limited.
Mr. Huang and Shenzhen Qianhai Guowei Investment Co., Ltd. (3|
AT/ B #1145 & AR A &) were therefore also deemed to be interested
in the 168,134,777 Shares held by Ever Expert Holdings Limited. Ms.
Zhang is the spouse of Mr. Huang and was therefore deemed to be
interested in all the Shares Mr. Huang was interested in.

(3) To the best of our Directors’ knowledge, China Integrated Circuit
Industry Investment Fund Co., Ltd. held a 100% interest in Xunxin
(Shanghai) Investment Co., Ltd. which in turn held a 100% interest
in Xinxin (Hongkong) Capital Co., Limited. Each of China Integrated
Circuit Industry Investment Fund Co., Ltd. and Xinxin (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 2021.

Save as disclosed above, as at 30 June 2021, 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.

SHARE OPTION SCHEME

Pre-IPO Share Option Scheme

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

No further options were granted under the Pre-IPO Share
Option Scheme on or after the Listing Date.
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ANTHINERARAEENMBREF SR TR T —_—F~A
=T HRARTTEBBIENS

Set out below are details of the outstanding options under the
Pre-IPO Share Option Scheme as at 30 June 2021:

Z8z-§-A-H . I
AR GGEEH  BEM BB BB %%
EBRA%A nETERHE fifife it F&¥ AA=TH
RBAEH/ Number of Weighted average ~ Exercised  Cancelled Lapsed AT
%8 Share underlying closing price during during during  Outstanding
Category/ the options granted  FiHAH fikE BREAH HEA beforethe  the review  the review  the review asat
Name of Grantee asat1January 201 Dateof Grant  Exercise Price VestingDate  Expiration Date exercise dates period period period 30 June 2021
£
Directors
EER 2,312,208  01/0322011 106 57 0100372015 01/0312021 - - - 2,372,208 -
Huang Xueliang USD1.06
737,847 3010972012 062 %7 30092016 250042022 - - - - 731,847
USD0.62
738,067 01/08/2013 056 %7 01/082017 310712023 - - - - 738,067
USD0.56
BER 285,787 01/0372011 10657 01032015 01/03/2021 - - - 285,787 -
Kwan, Allan Chungyuen USD1.06
HHES 1,800,633 01/03/2011 10657 01032015 01/03/2021 - - - 1,800,633 -
Shuai Hongyu USD1.06
679,022 30/09/2012 0021
USD0.62 3010972016 250042022 - - - - 679,022
730,120 01/08/2013 056 270
UsDo.5  01/11/2013 310712023 - - - - 730,120
590,454 01/08/2013 056 £
USD0.56  01/08/2017 310772023 - - - - 590,454
X8 6,544,129 01/08/2013 014 FT 011172013 310772023 38T 132,000 - - 5,203,129
Loong, Manfred Mantsun USD0.14 HK$3.28
BEAL
Connected persons
Lt 73807 01/0312011 10657 011032015 01/03/2021 - - - 73,807 -
Zeng Zhijie USD1.06
AT 73807 3000972012 062 %L 30092016 250412022 - - - - 73,807
BaiYu USD0.62
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Zg8--£-A-A o i
RiLBRE Eh{ﬁﬁgﬁnu oEs EES EES  CE3=-F
RERREE MEFIUTE fifi% fi# F&Y AAZTH
ABAEH/ Number of Weighted average ~ Exercised  Cancelled Lapsed R
£R Share underlying closing price during during during  Outstanding
Category/ the options granted ~ Ht R fikE BRAH HHA heforethe  thereview  thereview the review as at
Name of Grantee asat 1 January 2021 Date of Grant Exercise Price Vesting Date  Expiration Date ~ exercise dates period period period 30 June 2021
s 548,781 08/01/2011 075%7 0800112015 08/01/2021 - - - 548,781 -
Employees USD0.75
548,781 01/03/2011 0547 01032015 01/0312021 - - - 548,781 -
USD0.54
2,149,936 01/03/2011 106 57 0110372015 01/0312021 - - - 2,149,936 -
USD1.06
2,657,057 30/09/2012 0627 300092016 250412022 - - - 162,376 2,494,681
USD0.62
2,132,024 01/08/2013 056 %7 01/082017 310712023 - - - 147,614 1,984,410
USD0.56
RpRRoRE 819,805 010372011 106X 01032015 010302021 - - - BI9805 -
(BAAERRER) USD1.06
Other eligible participants
(including former 274,390 01/03/2012 12151 010032016 01/03/2022 - - - - 274,390
employees and Usp1.21
consultants)
73,806 3000972012 062 %7 300092016 250412022 = . - - 73,806
UsDo.62
119,395 01032013 062 ET 01032017 01/03/2023 - - - - 119,395
UsD0.62
22,142 01/08/2013 056 %7 011082017 310772023 = - - - 2,14
USD0.56
210,390 010372014 041 ET 01032018 01/03/2024 - - - - 210,390
UsD0.41
i 2,973,388 3BET 13,000 - 80978 13931660
Total HK$3.28
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REEEH - AARRAAKERBBESE ATEERAREER
FEREM31TA 132,000/ 80 - REZERARBEANE
P TE AT E B AR 1O DR P9 T B R3.28 8T ©

REES - BEERARMEER BRI -

REIEH - /58,909,728 R AR ERIBIREREE R
NS BB AR Y GRRR R o

B EXATIRERESN - NEES  SEEMERAREEEK
REMETTE ~ SRR -

RZZFZ—FXRA=1+08 BEFHRXOHAEERIERETS
B R AR AE P8 MR B TAE MR 1D 8B 513,931,660 A% %
D RN FERRD0.14ETTEEBRARM1.21E2THE S
HEBITE  EERAATN - —FRNA=+HD TR
A#)4.36% ©
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During the Review Period, a total number of 132,000 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$3.28.

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

During the review period, a total number of 8,909,728 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
2021 was 13,931,660 Shares, exercisable at the respective
exercise price between US$0.14 per Share and US$1.21 per
Share, representing approximately 4.36% of the issued share
capital of the Company as at 30 June 2021.
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SALES TO CUSTOMERS LOCATED
IN JURISDICTIONS SUBJECT TO
INTERNATIONAL SANCTIONS

During the period ended 30 June 2021, the Group had CAM
sales to customers located in Russia, which accounted for
12.6% of the Group's total revenue for the period ended 30
June 2021, as well as CAM sales to customers located in the
Balkans and Ukraine, which accounted for 8.8% of the Group’s
total revenue for the period ended 30 June 2021. During the
period ended 30 June 2021, 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 2021 has decreased as compared to
those in the corresponding period in 2020.

In the second half of 2021, 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 2021, the Group did not, and has
no present or future intention to, enter into any transactions
in the Sanctioned Countries or with certain person(s) and
entity(ies) listed on OFAC's sanctions lists including the
Specially Designated Nationals and Blocked Persons List or
other restricted parties lists maintained by the United States,
the European Union, the United Nations or Australia (the
“Sanctioned Persons”) that the Group believes would put
the Group or its investors at risk of violating international
sanctions or becoming the target of sanction-related laws
and regulations in the United States, the European Union, the
United Nations and Australia (the “International Sanctions”).
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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 2021:

(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 2021, 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.

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.
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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 2021.

Pursuant to CG Code provision A.2.1, the role(s) of chairman
and chief executive should be separated and should not be
performed by the same individual. As the duties of chairman
and chief executive of the Company are performed by Mr.
Huang Xueliang, the Company has deviated from the CG
Code. The Board believes that it is necessary to vest both of the
roles of chairman and chief executive in Mr. Huang Xueliang
due to Mr. Huang's rich experience and established market
reputation in the industry, and the importance of Mr. Huang
Xueliang in the strategic development of the Group. The
Board believes that the dual role arrangement provides strong
and consistent market leadership and is critical for efficient
business planning and management of the Group. As all major
decisions are made after the consultation with the members
of the Board, and there are three independent non- executive
Directors on the Board offering independent perspectives,
the Board is therefore of the view that there are adequate
safeguards in place to ensure sufficient balance of powers
within the Board. The Board will also continue to review and
monitor the practices of the Company for the purpose of
complying with the CG Code and maintaining a high standard
of corporate governance practices of the Company.
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COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS
OF LISTED COMPANIES

The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules as the code of conduct in
respect of transactions in securities of the Company by the
Directors. Having made specific enquiries with all the Directors,
the Company confirms that all the Directors have complied
with the required standard as set out in the Model Code during
the six months ended 30 June 2021.

REVIEW OF INTERIM RESULTS

The Audit Committee has reviewed the Group's unaudited
interim financial information for the six months ended 30 June
2021. 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 “Review
of Interim Financial Information Performed by the Independent
Auditor of the Entity” 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 2021
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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 2021 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 2021
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R=ZF=—%F"A=+H Asat30June 2021

RigEE e
Unaudited Audited
RB=+HB +ZA=+—H
B —E-F
30 June 31 December
2021 2020
LiEs2 ETT e
Note usD usb
BE ASSETS
FREBEE Non-current assets
ME - BB REE Property, plant and equipment 7 13,811,880 14,755,055
EREEE Right-of-use assets 735,860 488,623
Hihmp g Other intangible assets 7 31,306,197 32,669,145
ik Goodwill 7 6,645,440 6,579,443
®e RIANRIE Deposits and prepayments 8 945,824 1,493,975
FRAEREAARNIRE Investments accounted for using
the equity method 16 79,326,001 69,176,985
FEiREEEATEARDY Financial assets at fair value through
TRUEE profit or loss 9 13,170,525 11,679,240
RIEFTISHEE Deferred income tax assets 6,100,009 5,055,497
152,041,736 141,897,963
REEE Current assets
FE Inventories 5,183,720 5,232,836
B 5 N2 H e R IE | Trade and other receivables and
TBRFIE prepayments 8 29,791,235 38,277,316
BRNEE Contract assets 8 - 320,684
BEEEE Income tax recoverable 336,107 317,791
ReRBEEEY Cash and cash equivalents 44,270,207 46,482,190
79,581,269 90,630,817
HEE Total assets 231,623,005 232,528,780
EEREE EQUITY AND LIABILITIES
S Equity
P& AR Share capital 10 6,392 6,390
IR miE Share premium 10 101,285,367 101,642,531
S OHER Merger reserve (48,810,141) (48,810,141)
VARR (5 A ZEBE 0 5 SR 1 Share-based payment reserve 15,714,022 15,750,615
TEEEE Statutory reserve 4,914,429 4,914,429
IREE B Retained earnings 42,921,670 44,759,935
B E Capital reserve 1,212,543 1,212,543
M 3, s Exchange reserve 6,214,568 4,491,395
VAN/NEIETZEDN Capital and reserves attributable to
JEAE B A R owners of the Company 123,458,850 123,967,697
FEFE AR MR Non-controlling interests 2,378,479 2,342,185
RS Total equity 125,837,329 126,309,882

TEREM S — O BIRE -

BRI A MR R AR

The above condensed consolidated statement of financial
position should be read in conjunction with the accompanying

notes.
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R=ZF=—%F"A=+H Asat30June 2021

RECET AT
Unaudited Audited
AA=+BE +=A=+-—H~
—E—F —EFF
30 June 31 December
2021 2020
ihE=s ET ES
Note uUsD Usp
88 Liabilities
ERBERE Non-current liabilities
HEEE Lease liabilities 284,956 190,790
HoAth B 3B Other payable 12 = 49,810
TR A Deferred income 13 32,637,498 30,370,279
RITIER Bank borrowings 14 12,383,710 13,793,314
45,306,164 44,404,193
REBEE Current liabilities
B S E A Trade payables 11 1,352,622 2,671,291
FEETE A R E AL BN FRIE Accruals and other payables 12 4,521,691 6,595,711
ABHEE Contract liabilities 16,661,839 5,574,074
IRITER Bank borrowings 14 17,801,582 24,356,268
FEIEUWA Deferred income 13 19,524,169 22,106,575
HEBE Lease liabilities 617,609 510,786
60,479,512 61,814,705
HwWEE Total liabilities 105,785,676 106,218,898
HEERAE Total equity and liabilities 231,623,005 232,528,780

L ERAR A B ISR 2R /B BLABRA PN ST — T BIGE - The above condensed consolidated statement of financial
position should be read in conjunction with the accompanying

notes.
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CONDENSED CONSOLIDATED INCOME STATEMENT

HE-Z=-—F/XA=FHIL/EAB For the six months ended 30 June 2021

REGERT
Unaudited
BEZBAHILE~EAR
Six months ended
~AB=+H NA=+H
—EB-—F S
30 June 30 June
2021 2020
ihE=s ET ES
Note UsbD (AY)
& Revenue 5 15,501,372 18,194,496
SHE KR Cost of sales 15 (8,241,351) (12,885,526)
EF Gross profit 7,260,021 5,308,970
Hib (BE), IS - F58 Other (losses)/gains, net 6 (190,948) 143,946
HAb YA Other income 6 14,940,411 3,176,879
e Research and development expenses 15 (20,433,414) (6,018,770)
HERDHEAY Selling and distribution expenses 15 (932,850) (816,379)
—MREITHAX General and administrative expenses 15 (5,023,880) (4,267,299)
SREEZREFEE Net impairment losses on financial assets 15 (208,434) (181,507)
REFER Operating loss (4,589,094) (2,654,160)
A WA Finance income 159,751 276,718
A& B AR Finance costs (684,221) (53,387)
BE (A, WA - FEB Finance (costs)/income, net (524,470) 223,331
SMEEAEREARR Share of net profits/(losses) of investments
®&EF T (FE8E) accounted for using the equity method 16 2,274,261 (3,999,089)
MATSHAIER Loss before income tax (2,839,303) (6,429,918)
FriSiii &% Income tax credit 17 993,122 16,716
HMAEE Loss for the period (1,846,181) (6,413,202)
DT EEEMLEE Loss is attributable to:
ARAREA A Owners of the Company (1,838,265) (6,363,726)
JEVERR M = Non-controlling interests (7,916) (49,476)
(1,846,181) (6,413,202)
EEAPIN/NSIE FEWN Loss per share attributable to owners of
FE1E TRk g8 the Company for the period
SREAREE Basic loss per share 19 (0.01) (0.02)
S #EER Diluted loss per share 19 (0.01) (0.02)
il ERAAR A W R /B ELAE RN R —OFRIRE - 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

HE-Z=-—F/XA=FHIL/EAB For the six months ended 30 June 2021

REEET
Unaudited
BEZZBHILEREAR
Six months ended
~HA=1+H NA=1H
—E-—F —TETF
30 June 30 June
2021 2020
E E
UsD UsD
HMRAEE Loss for the period (1,846,181) (6,413,202)
Ht2mEkE (BE) Other comprehensive income/(loss)
BERGEEN DR Items that may be reclassified subsequently to
1A A7 E A profit or loss
PE N Z%E Translation differences 809,738 (599,234)
e E AEREEARKN Share of translation differences of investments
KREEELZER accounted for using the equity method 957,645 151,446
BB A E 2B HE Item that has been reclassified to profit or loss
PR EME QR Exchange reserve released upon deemed disposal of
B O OE XS a subsidiary = (27,900)
HrHEMEZEmRE S (EE) Other comprehensive income/(loss) for
MERFE the period, net of tax 1,767,383 (475,688)
HRZ2EEBEASE Total comprehensive loss for the period (78,798) (6,888,890)
DT EEA - Attributable to:
AKREHEB A Owners of the Company (115,092) (6,839,414)
FESERR R = Non-controlling interests 36,294 (49,476)
(78,798) (6,888,890)
i ERASR A 2N R B BB RN T —0F 538 - The above condensed consolidated statement of

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

BE-Z-—FA=1TRHI<EA

For the six months ended 30 June 2021

g
Unaudited
FOTREARE
Attributable to owners of the Company
HEfAER
Bt RbRE BiHGE  EERE  BREE  ENBE  REEW AE FBERR 4B
Share-based Non-
Share Share payment  Statutory  Capital  Exchange Retained controlling Total
capital  premium Teseve  reseve  reseve  reseve  eamings Total interests equity
1 1 #n n n EA E73 T 1 1
Usp Usp Usp Usp Usp Usp Usp Usp Usp Usp
R-z-E-E-RiEs Balance at 1 January 2021 6,390 101,642,531 15750615 4914429 1212563 4491395 44759935 123.967.697 2,342,185 126,309,882
BEZEC-ERAZTRLAER  Forthe sixmonths ended 30 June 2021
2 (E8)/ & Comprehensive (loss)income
BhER Loss for the period - - - - - - (1,838,265)  (1,838,265) (7,916~ (1,846,181)
EizE Tranlaton ifferences - - - - - B9 - B9 - B9
MEEREREAR Share of translton differences of investments
RERGZE accounted fo using the equity method - - - - - 134 - OBBS MM0 9576M
Bh2EER4E Total comprehensive loss for the period - - 5 5 - IBAB (1838265 (11509) 362904 (18799)
EVEN GG Transactions with owners
frivEhie (ko) Brerdis of share options Note 10] 1 s (365%) - - - - 180 S 1)
T Dividends relating to 2000 pad i June 2021
xfRa (i e) (ote 18] - (1e0) - - - - - (g - g
SEEANRE ERNERRT  Transaction with owners recognised directly
in equity 1 (357164) (36,593) - - - - (393,759) - (393,759)
RE-ERA=TRNEHS Balance at 30 June 2021 6392 101265367 (48810,041) 15714000 4014429 122543 64568 42021670 123458850 2378479 125837319

S B R/ARIARIN I —GHE -

notes.
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DR E -3 E S
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HE-_ZT——

FRA=THEARER

For the six months ended 30 June 2021

FEE
Unaudited
RATRRARL
Attributable to owners of the Company
HERRER
Rr BhEE  A0BR HRFEE  fRRR KMBE  BRER  RREW 88 e fER
Share-based Non-
Share Share  Meger  pament ety Cepital  Eichange  Retained controling Total
Gpital  pemium  resee  fesene  fesee  fesene  fesene  eamings Total  inferests equity
£ i i £ # i i £ £ i1 £
s s s s s s u s s s )
H-55E-3-BNER Balance at 1 January 2020 6364 101505767 (48810.141) 16,0595 4913464 1212543 (1763364 48468552 121,634,110 1967240 123601350
BEZECBERAZTALAER  Forthe six months ended 30 June 2020
g Comprehensive loss
i Loss forthe period - - - - - - - (63308 (636376 (94760 (6413200
EXZE Transltion ifferences - - - - - N pe - (923 - (o923
MEEREREARH Share of ranslaion differences of nvestments
RAEHZE accounted for uing the equity metfod - - - - - - 15146 - 15146 - 15146
St Bxchange reserve released upon deemed disposal
ROEREE of asubsidary - - - - - - (e - ) - e
BhAEEREE Total comprehensive loss for the period - - - - - - mess (633726 (6839414 (94T6)  (6,888,890)
SRR Transactions with owners
AEETHR Apropriaton to satutory esenve - - - - % - - (965) - - -
e (o) Bercise of share options (Note 10) 9 168602 - (133 - - - - Y]
i Ly ey Dividends relaing o 2019 paid i June 2020
XfRa (i 18) (Note 18] - (8159 - - - - - - (o159 - o159
SEEAORA ERNERRE  Transaction with owners recognised directly
in equity 9 (23959) - (1133 %5 - - (95 (352876) - (a8
R-B-SERA=TRNEHR Balance at 30 June 2020 6373 101266210 (48810,141) 15002597 4914429 121253 Q050 42103861 114441820 1917764 116,359,584

LIl fRRAR A B B R B BRI T —(F6IE - The above condensed consolidated statement of changes in
equity should be read in conjunction with the accompanying

notes.
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FHHGERERER
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

HE-Z=-—F/XA=FHIL/EAB For the six months ended 30 June 2021

REGET
Unaudited
BEZBAHL<EA
Six months ended
ANB=+H NA=+H
—E-—F —TEF
30 June 30 June
2021 2020
B &E =TT E
Note UsD UusD
RETHMBRESRE Cash flows from operating activities
KRS, (FTA)BEE Cash generated from/(used in) operations 16,252,807 (1,787,079)
ERFE Interest paid (663,200) (38,405)
(B, REFER Income tax (paid)/refunded (18,316) 30,351
RESEEFRE (FTAR) Net cash generated from/(used in)
REFRE operating activities 15,571,291 (1,795,133)
RETEBFRBERERE Cash flows from investing activities
BEYE  BEREHE Purchase of property, plant and equipment 7 (1,012,633) (4,095,697)
LEME - WEREE Proceeds from sale of property,

FriS5E plant and equipment 3,769 15,456
BEEMEREE Purchase of other intangible assets 7 (195,073) (882,944)
Wi e A ARRE Payment for acquisition of investments

&R TE accounted for using the equity method ~ 16(g) (6,490,566) (12,997,328)
BAELRE—HMBRRIN Net cash outflow from deemed disposal

RembFE of a subsidiary 16(d) = (28,100,692)
IR IR TIF BB Decrease in restricted bank deposits = 515,064
BEERERZATEARSN Purchase of a financial asset at fair value

—HEREE through profit or loss 3.4(b) (1,546,264) (741,497)
2 U F B A Interest income received 159,751 297,747
B TEEE%&%&H%’\E Proceeds from repayment of loan and

B P15 500 advance to associates = 27,512,863
Y ERE AR e FE Net cash used in investing activities (9,081,016) (18,477,028)

METHMERERE Cash flows from financing activities

TR E Payment for dividend 18 (411,605) (408,159)
1TIE B I Exercise of share options 10 9,601 55,283
IRITEFIS B Proceeds from bank borrowings = 6,424,180
EEIRITER Repayment of bank borrowings (8,305,905) -
HENROES S Principal elements of lease payments (305,677) (102,092)
MER KT EEBD Interest elements of lease payments (21,021) (19,682)
MEED (A, s Net cash (used in)/generated from

e F5 financing activities (9,034,607) 5,949,530

EIZRAMAE SMIT HOLDINGS LIMITED 35
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FHHGERERER
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

HE-Z=-—F/XA=FHIL/EAB For the six months ended 30 June 2021

REBET
Unaudited
BEZAHL<EA
Six months ended
ANB=+H NA=+H
—E-—F —TETF
30 June 30 June
2021 2020
B &E £ ZETT
Note UsD UusD
RERBEEEEYRDFE Net decrease in cash and cash
equivalents (2,544,332) (14,322,631)
R—B—BHNERERELEEY Cash and cash equivalents at 1 January 46,482,190 70,902,673
ReRBRLEEY Effect of foreign exchange rate changes
ExggsooE on cash and cash equivalents 332,349 (690,703)
RAB=+HMK Cash and cash equivalents
RERRESZEEY at 30 June 44,270,207 55,889,339

SRR AR e RmERAREMBRAN T —(FE - The above condensed consolidated statement of cash flows

should be read in conjunction with the accompanying notes.

3g  EIERARARE SMIT HOLDINGS LIMITED
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ERGRER M BEENNE
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
NEDERBHEERMERBH AR S

R BREEFEREREBBXFR

- RHEXER((SRERBBRTR  BREMA%
N HE SRR E IR A MARRARR A BRTS o

AR RRAESFSTME I REFMHERAR - B
RSB S/ M P EE AMaples Corporate Services
Limited, PO Box 309, Ugland House, Grand Cayman,
KY1-1104, Cayman lIslands + & A A R M E
(MR ER 1) B5E 3% =5 BE A A Fp BRI TR B L [ )R] P
18015R B RE221E -

AATREBHERSHERATER 1 -

BIEZAHA ARG PHHBEERAET ([E

1) 251 e

AGIRERA P M IS ERIREERT -

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
("PRC") is 22F, Guoshi Building, No. 1801, Sha He Xi
Avenue, Nanshan, Shenzhen, PRC.

The Company is listed on the Main Board of 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.

Elf%IERAEMR A E SMIT HOLDINGS LIMITED
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ERGRER M BEENNE
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

RAUEERBERETTBRUE

BEZZ-—FRA=THIERERNBAELGS M
BERDREBEZE SRR ([FBGFHER]) B345%
[ B R | AR

BREAPHPBENL TN EEFENBRETREE
TP MELER - At - AERES P HP B ERA
BEE_ZT_TFE+ A=+ RLEFENFEVHR
= (REEEMBREER ([FEMBRE R ) MR
5) RARRNF AR EHAELNOEMAE —HEIHE -

FERANEHBREEZE S _SF+_A=1+—HIt
FENFEMBHRERAEE B ETREEREHRF
ERNEFFMERREHMEHRNMG  RRBE-F
CEFT AT ALEFENFEMBRRALNE

FETBER - AR T XAERNEBE T - —F+ =
A=+ — AL BRFREEROEERTER

EfRI=RAMR QT SMIT HOLDINGS LIMITED
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BASIS OF PREPARATION AND
SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

This condensed consolidated interim financial
information for the six months ended 30 June 2021
has been prepared in accordance with Hong Kong
Accounting Standards (“HKAS") 34 “Interim Financial
Reporting”.

The condensed consolidated interim financial information
does not include all the notes of the type normally
included in the annual financial statements. Accordingly,
this condensed consolidated interim financial information
should be read in conjunction with the annual financial
statements for the year ended 31 December 2020,
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 2020, except for the estimation of income tax
using the tax rate that would be applicable to expected
total annual earnings, significant accounting policies
not described in the annual financial statements for
the year ended 31 December 2020, and the adoption
of amended standards effective for the financial year
ending 31 December 2021 as described below.



ERGRER M BEENNE
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

2 RAEEERBASHTBEME @) 2 BASIS OF PREPARATION AND
SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)
21 BE-E-EE+ A=+ -HLEEENFEN 2.1 Significant accounting policies not described

in the annual financial statements for the
year ended 31 December 2020

BRELBHANBRSTHER

(a) AEZTH (@) Joint arrangements

BESBEVBERELMNENNRIEER Under HKFRS 11 “Joint Arrangements”,

Bl REELHZREENBRAEER
HELBDE - ROPRFEREEZERE
MEEBME  MILIEELEEZERRE
B AEEBE HeEhE  UEAE:
7% o

investments in joint arrangements are
classified as either joint operations or joint
ventures. The classification depends on the
contractual rights and obligations of each
investor, rather than the legal structure of

the joint arrangement. The Group has a
joint venture and does not have any joint
operations.

REAPBRRERA > RELERZERIR
AN HERIR - THEREREAR

Interest in a joint venture is accounted
for using the equity method, after initially
being recognised at cost in the consolidated
statement of financial position.

22 AEECHEMNEIETER 2.2 Amended standards adopted by the Group

NTAR T —F—A—HARZERFBNES
HIRR AN R B A A RIERT R - W RE AR
B RE MU BANEEEERTZE -

The following amended standards are effective
to the Group for accounting periods beginning
on or after 1 January 2021 but did not result in
any significant impact on the results and financial
position of the Group.

BRMBREERE 1658 Covid-194HR8

HKFRS 16 (Amendment) Covid-19-Related Rent

(ERTAR) AL ER Concessions
BRGRTEREINNR - B FEIEEEE HKAS 39, HKFRS 4, Interest Rate Benchmark

MIEImEERF AT - T
MIBREERE7H - T
I RELEREIFLEE
BTSRRI 1658 (IBFTA)

— B FEER HKFRS 7, HKFRS 9 and Reform - Phase 2

HKFRS 16 (Amendments)

EIIZRAIRAE SMIT HOLDINGS LIMITED 14
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ERGRER M BEENNE
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

2 REEERBEASTHBEREEBE (@) 2 BASIS OF PREPARATION AND
SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

23 AREERKREMNOI REETED  REBRE 2.3 New and amended standards, interpretation
BECE] and accounting guideline not yet adopted by
the Group
NTREBEMEEMRNR _-_Z-_—F—A—HHH The following new and amended standards,
HI BT R [E A B AR E BN R IR RN AT & interpretation and accounting guideline have been
HEETAR - B REEHES] issued but are not effective for the financial year
beginning on 1 January 2021 and have not been
early adopted:

RT3 BB 2 A2RRHN
B EEER

Effective for
accounting year
beginning on or after

BRI BRELRFE 1657 —E-—FRNA=Z+HZEMCovid-19BEHeE —T-—FMA—H
(EFTA) DE
HKFRS 16 (Amendments) COVID-19-Related Rent Concessions beyond 30 1 April 2021
June 2021
FREUCEER (BFTAR) BAMGHRELRNFELE (- N\FE2F T _F—H—H
—ZFEE)
Annual Improvements Project Annual Improvements to HKFRSs 2018-2020 1 January 2022
(Amendments)
EEVBIRELREIR - FE  ERSERENER T _F—H—H

BRFEFE 6 R B E
A 3758 (IBFTA)

HKFRS 3, HKAS 16 and HKAS 37 Narrow-scope Amendments 1 January 2022
(Amendments)
BETE3I 598 (IEFT) wissTatEs SRR EHNAaHEE T _—HF—AH
AG 5 (Revised) Revised Accounting Guideline 5 Merger 1 January 2022
Accounting for Common Control Combinations
EHEEEAE 1R (BFTA) HEESEARBNIERD —E-=%—H—H
HKAS 1 (Amendment) Classification of Liabilities as Current or Non- 1 January 2023
current
BB BIREERE 17K RiEEH —E-=F—H—H
HKFRS 17 Insurance Contracts 1 January 2023
ARV HRELERIE 175 AP EHRELERIEN7THRAEET —ZT-=%—A—H
({E5TA)
HKFRS 17 (Amendment) Amendments to HKFRS 17 1 January 2023

EfRI=RAMR QT SMIT HOLDINGS LIMITED
FREATRE INTERIM REPORT 2021



ERGRER M BEENNE
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

2 REEERBEASTBEREEE (@) 2 BASIS OF PREPARATION AND
SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

23 AREERKREMOI REETED  REBRE 2.3 New and amended standards, interpretation
sHES| (8) and accounting guideline not yet adopted by

the Group (Continued)

RT5 Bz 2 &2BRN
SR FEEN

Effective for
accounting year
beginning on or after

BEAREBESR(ZZE224F) BEAREBESR (ZZ_2F) MBHRERNII®H —BF —T-=F—H—H
FAHB S HERERKEREFINEHERD S
H(EAREESHR (ZZ2=24))
HK Int 5 (2020) Hong Kong Interpretation 5 (2020) Presentation 1 January 2023
of Financial Statements — Classification by
the Borrower of a Term Loan that Contains a
Repayment on Demand Clause (HK Int 5 (2020))

FERIDEAIRSH (I£514)  EHEHOER —F-=%-H—H
HKAS 8 (Amendments) Definition of Accounting Estimates 1 January 2023
ERGFTERIZE125% (IBFTA) FR1S L —ET-_=F—-H—H
HKAS 12 (Amendments) Income Taxes 1 January 2023
ERGIHEAE1RREEHME  SHBERE —E-=%—H—H
BRERNBEBHREE 2% (BET
)
HKAS 1 and HKFRS Practice Disclosure of Accounting Policies 1 January 2023

Statement 2 (Amendments)
BEEVBMELERBI0RLEELE REEREBEAFRSEGELEHENIABE 7€
SEHERIZE 2858 (1BFTAN)

HKFRS 10 and HKAS 28 Sale or Contribution of Assets between an To be determined
(Amendments) Investor and its Associate or Joint Venture

EIRE EIERTEZEM] RE TR - 2B R Management is in the process of making an

BETESINTE  MEEZRTHSGTHAREED assessment on the impact of these new and

BEEERPERAEEERTE - amended standards, interpretation and accounting

guideline and is not yet in a position to state
whether they will have a significant impact on
the Group’s results of operations and financial
position.

EIIZRAMAE SMIT HOLDINGS LIMITED 3
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ERGRER M BEENNE
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

3 HEEMRER

3.1

3.2

3.3

pBEREE

REBHESCEEBZBMGRR - 15 RR
(pEMNERBERBEERERATFEMNMERR)
1§ﬁﬁﬂﬁ22&//|uibﬁﬁﬂﬁﬁi °

BRLRE P M E R L EEHTFEMBEHRRAA
BOMBEMBAREREN RIKE - BARAE
ER T _ZF+_A=+—BNFEHBHRE
—BFBIE

b BRI B F N

REE SRR

HERAL  2RAENSOARMRESRHIL
BB REE -

iy

EXRER

\

AEEEREHEEARBYRELENRANE S E
HELAR - BT HIBIFHBREARRE - AKE
AR ABIRN TRROERE - AERREEEAR
HBITHRG c NEBEZT_—FA=THL
ANEAHRE - WEREEEANBAR - BERSE
Fr e R/ 28 -

EfRI=RAMR QT SMIT HOLDINGS LIMITED
FREATRE INTERIM REPORT 2021

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 does 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 2020.

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 2021.



ERGRER M BEENNE
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

3 BREREE®

34

AT

AEERDERMEE (BHEE S M EMBUTRIA
ERERRSEFED) A aE (BEES
FEA 3R - ERT B R REMEN R - HERE
ARIRITRERR) HORRE(E RN R EAE M EE A
B - FEREIESR - SRTTREREAERENER
EEEEERERRSREMANODFERE -

(a) RDFEEHR

TRAFAGEIDER A FEIIRZ 2R T
B o FRIZERFEWT

e HREEHBBEEERTISZHRE
(RIEHEE) (F1AR) °

o FIRMEEHRENIINZBARE
FHBABBRAEERABIKE
R EE (AMER) M (BUREE
%) 1FH (B24%) °

o WNAMEEMSHEEBEAREIEE
B BERABE (AT ABER AR
1B) (B34 -

FINANCIAL RISK MANAGEMENT
(Continued)

3.4 Fair value estimation

The carrying values of the Group's current financial
assets, including trade and other receivables and
cash and cash equivalents, and current financial
liabilities, including trade 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, bank borrowings and lease
liabilities approximate their fair values which are
estimated based on the discounted cash flows.

(@) 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).

o 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).

o Inputs for the asset or liability that are
not based on observable market data
(that is, unobservable inputs) (level 3).

Elf%IERAEMR A E SMIT HOLDINGS LIMITED
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ERGRER M BEENNE
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

3 HEEKRER®)

34 DVEfE (E)

(a)

DNFESER(E)

TREVNWAEESRHEENEE @ VRN
T —FRNAZTHERZE-ZTF+=A
—t+—HZAFEHE -

FINANCIAL RISK MANAGEMENT
(Continued)

3.4 Fair value estimation (Continued)

(a)

Fair value hierarchy (Continued)

The following table presents the Group’s
financial assets and liabilities that are
measured at fair value at 30 June 2021 and

31 December 2020.

F1R $2| H3R wet
Level 1 Level 2 Level 3 Total
ET ETT ETT ETT
UsD UsD UsD UsD
R-ZZE=-—%F5XA As at 30 June 2021
=18 (REEF) (unaudited)
BE Assets
BREREATE Financial assets at fair value
ANEMEmEE through profit or loss - - 13,170,525 13,170,525
R=ZZT-ZHF+=H As at 31 December 2020
=+ —H (8EF) (audited)
BE Assets
BREREATE Financial assets at fair value
ANEMESmEE through profit or loss - - 11,679,240 11,679,240

HANSE 14 - B2 R E 3R 2 R e i o There were no transfers between Levels 1, 2

and 3 during the period.
HARRETT AR R A 8 o There were no other changes in valuation
techniques during the period.

EfRI=RAMR QT SMIT HOLDINGS LIMITED
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

3 HEBERRERE® 3 FINANCIAL RISK MANAGEMENT
(Continued)
34 DFEMRE(E) 3.4 Fair value estimation (Continued)
(b) FHRHEXATABEBABENAFETE (b) Fair value measurements using
(8834 significant unobservable inputs (Level 3)
TEEEEIJ%%&IE:EA%&%E T —FRZ The following table presents the changes in
ToEFEXNAZTHIEANEANES) level 3 instruments for the six months ended

30 June 2021 and 2020:

RGHEG
Unaudited
BRBEHEATE
ARNERMEE
Financial assets
at fair value
through profit

or loss
ETT
UsD
R-ZE-_ZF—-F—HAWEWESR Opening balance at 1 January 2020 14,596,569
HRRE Addition for the period 741,497
RESRALRE W am KRR E R Losses recognised in condensed consolidated
income statement (150,275)
EREPAEREARNRE Transfer to investments accounted for using
the equity method (1,444,147)
BB E =% Currency translation difference (31,129)
R-ZZB-ZFXA=1+HWEKREE Closing balance at 30 June 2020 13,712,515
RZTE_—F—A—BWE¥EASH  Opening balance at 1 January 2021 11,679,240
BRARNE Addition for the period 1,546,264
RERRLRE RERERRER Losses recognised in condensed consolidated
income statement (64,366)
BEmEEgE Currency translation difference 9,387
R-ZZBEZ—FXA=1+HBWHREER Closing balance at 30 June 2021 13,170,525
REZE-ZE-_—FR-ZF-_FTFA="TH Of the total losses recognised in the
LE7XE A 8RS RRAR & I R IR ) B 1B AR condensed consolidated income statement
F - AR EEBRENE B ZIRE HARRE during the six months ended 30 June 2021
EREENARERBEEZY - and 2020, all amounts are attributable to the

change in unrealised losses relating to those
assets held at the end of the reporting period.
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3 HEEKRER®)

3 FINANCIAL RISK MANAGEMENT
(Continued)

3.4 DYEMGE(8) 3.4 Fair value estimation (Continued)
(b) FRAEAFTTEHEWMAMBENATLEIE (b) Fair value measurements using
(g34%) (8B) significant unobservable inputs (Level 3)
(Continued)
TERBAEEAREIRAFETENEKXR The following table summarises the
TAIERE ABIEMNE(LER quantitative information about the
significant unobservable inputs used in level
3 fair value measurements:
R=ZBZ=—F
ANA=t+H
bt ZAYE HEFE
Fair value at
Description 30 June 2021 Valuation technique
ETT
UsbD
FETES () 625,382 EEFE (M)
Unlisted fund (Note 9(a)) 625,382 Net asset value (Note (i)
RZZT—+Fh ARENE EMRARES - BEFE(EHEEO)
(HF3E9(b))
Unlisted equity security acquired in May 2017 — Net asset value (Note (i)
(Note 9(b))
RZZT—NFZARENE ETRARES - BEFE(EEEO)
(M¥3E9(c))
Unlisted equity security acquired in February — Net asset value (Note (i)
2018 (Note 9(c))
RZZE—NFRNARENIE ETRAES 2,063,938 BLIRBEIMmE (FIFEGH)
(MTEE9(d))
Unlisted equity security acquired in June 2019 2,063,938 Discounted cash flow (Note (iii))
(Note 9(d))
RZZ—N\F+—ARBNIE ETRAES 8,159,259 BLIRIE LR E (M)
(FftEE9(e))
Unlisted equity security acquired in November 8,159,259 Discounted cash flow (Note (ii))
2018 (Note 9(e))
RZZ-TF+—- ARBHNIELTRAES 773,982 ZEBABATLER AT RS (M(v)
(HF3E9(F))
Unlisted equity security acquired in November 773,982 Reference with comparable recent arm’s
2020 (Note 9(f)) length transactions (Note (iv))
R-Z-—FmNBRENIE ETRAES 1,547,964 2B HBRATR S (FIik(v))
(M$7E9(g))
Unlisted equity security acquired in April 1,547,964 Reference with comparable recent arm’s
2021 (Note 9(g)) length transactions (Note (iv))
13,170,525

EfRI=RAMR QT SMIT HOLDINGS LIMITED
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3 HEEKRER®)

34 DVEfGE (E)

(b) EREXFTTBRBAHENDFENE
(#34%) (&)

(i)

REBMAR  RREPR - RELEFER
FEMESRERDHIN_FT—EFHAR
ZE-N\F-RKBHFETRAFSNA
SFEARE -

AEERA  BREMNRFEERUBRERGR
BEARTE  FETABHRBABRBARY
AIBAIAER20%  EHIEAFIRRE196% K&
BIIEREA% o HETREETHR1% - BrEi%
BB SR ) #7486,0003 7T © BRFATRAER R i
= AR FEBERBRREBIELS o f#Hik
HEAFRRETH1% - BRFEEIEBEM
#47422,000% 7T - WaEEFHRRERS - 8
RN ERERRBEEIEBIE -

3 FINANCIAL RISK MANAGEMENT

(Continued)

3.4 Fair value estimation (Continued)

(b)

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 and
February 2018, respectively, 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 196% and terminal
growth rate of 4%. If the discount rate shifted
downward by 1%, the post-tax loss would be
approximately USD486,000 lower. The higher
the pre-tax discount rate, the lower the fair
value and the higher the post-tax loss. If the
compound annual growth rate in revenue
shifted downward by 1%, the post-tax loss
would be approximately USD422,000 higher.
The higher the compound annual growth rate
in revenue, the higher the fair value and the
lower the post-tax loss.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

3 BREREE®) 3  FINANCIAL RISK MANAGEMENT

(Continued)

3.4 DVEME (@)

3.4 Fair value estimation (Continued)

(b) FEREXATTEHEBABBNATLEFTE (b) Fair value measurements using
(B3R (B) significant unobservable inputs (Level 3)
(Continued)
MisE - () Note: (Continued)

(iv)

AEERE  REANATEEAURES R
BEARTE  TETAHREARBARE
AN E14% - WaEEE FIERE12% ki
RIBRE3% o MBEIRETH1% @ BRBEE
AR 49272,0003E 7T © BrFLATRL B
= AIATEBERBRBREERYS - ik
FEAFHRETHI% B EEIEBLM
#)182,0003% 7T - WamiEAFHRREMRS - A
RFEME RERBEEIBMIE -

FEBMRR  RREHR - AHATLLRATF
RHWEREEF ETRAFFORFEEE -

B IERAER AT SMIT HOLDINGS LIMITED

FREATRE INTERIM REPORT 2021

(i)

(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 12% and terminal
growth rate of 3%. If the discount rate shifted
downward by 1%, the post-tax loss would be
approximately USD272,000 lower. The higher
the pre-tax discount rate, the lower the fair
value and the higher the post-tax loss. If the
compound annual growth rate in revenue
shifted downward by 1%, the post-tax loss
would be approximately USD182,000 higher.
The higher the compound annual growth rate
in revenue, the higher the fair value and the
lower the 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
2020.

SEGMENT INFORMATION

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

During the six months ended 30 June 2021, the CODM
(i) 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 interim period ended 30
June 2020, and (ii) assessed the performance of the
operating segments based on a measure of segment
results, including adjusted loss before tax of the relevant
operating segments, which is different from the segment
results composition in the prior 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 and presentation.

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.
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SEGMENT INFORMATION (Continued)

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.

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, and trade and other
receivables, contract assets and prepayments but
exclude deferred income tax assets, property, plant and
equipment, right-of-use assets, income tax recoverable,
cash and cash equivalents 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 Z2EbER @) 5 SEGMENT INFORMATION (Continued)
BEF AREBHY ERB RRE R k]
Rapid
verification
systems and Cloud IC
CAM software services solutions Total
ES e e T e
Usb usD usb usD A

BE=-ZF=—%7XA For the six months ended
=+H1AEA 30 June 2021 (unaudited)

(REEG)

7 B ER Segment revenue

SR YR External revenue 10,427,044 - 2,007,502 3,066,826 15,501,372
W R R Timing of revenue recognition

EX—REHER At a point in time 10,427,044 - - - 10,427,044
BB RER Over time = - 2,007,502 3,066,826 5,074,328

10,427,044 - 2,007,502 3,066,826 15,501,372

DEPELE Segment results 2,345,417 (171,224) 206,904 (184,535) 2,196,562
BE-ZF-ZFXH For the six months ended

=+HBLIEAER 30 June 2020 (as restated)

(&RE7) (unaudited)

(REEF)

2 Bl Segment revenue

HNER U AR External revenue 10,910,596 - 918,879 6,365,021 18,194,496
W 22 e R B Timing of revenue recognition

EX—BEHER At a point in time 10,910,596 - - - 10,910,596
Z—BERER Over time - - 918,879 6,365,021 7,283,900

10,910,596 - 918,879 6,365,021 18,194,496

DEPELE Segment results 2,509,595  (1,088,940) 106,893  (4,541,785) (3,014,237)
R-ZZE=—FxH At 30June 2021 (unaudited)

=48 (REH)

DEEE Segment assets 14,232,715 51,985,180 2,466,583 74,341,807 143,026,285
MRZZBZZH+=H At 31 December 2020 (audited)

=+—H (LHF:)

DEEE Segment assets 16,076,752 51,189,856 3,241,343 80,203,293 150,711,244
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5 2ER @

AR D AP EEAE IR PTIS TR AT IR SRR T ¢

5 SEGMENT INFORMATION (Continued)

before income tax is provided as follows:

A reconciliation of reportable segment results to loss

REGEF
Unaudited

BZEZBHLEXEAR

Six months ended
ANA=+H ~NAZ=1H
—E-—f —ETF
30 June 30 June
2021 2020
E ES
UsD UsbD
(&%)
(As restated)
HRE D IEE Reportable segment results 2,196,562 (3,014,237)
REIRADEFAY - FHE Corporate and unallocated expenses, net (4,511,395) (3,639,012)
BEKA Finance income 159,751 276,718
B & R AR Finance costs (684,221) (53,387)
BRITSHATE R Loss before income tax (2,839,303) (6,429,918)

ARE D EE ERAEERIAT T K

Reportable segment assets are reconciled to total assets

as follows:

REBETH LR
Unaudited Audited
R=B=—F RZZB_EF
ANA=+H +=ZA=+—H
As at As at
30 June 31 December
2021 2020
=T ES
UsD UsD
ARESHEE Reportable segment assets 143,026,285 150,711,244
EEFTISHEE Deferred income tax assets 6,100,009 5,055,497
M - BB REE Property, plant and equipment 13,811,880 14,755,055
FREEE Right-of-use assets 735,860 488,623
BEEliEC Income tax recoverable 336,107 317,791
ReRREFEY Cash and cash equivalents 44,270,207 46,482,190
NElRARDBELEE Corporate and unallocated assets 23,342,657 14,718,380

BREEHMBRARNEAEE Total assets per condensed consolidated
statement of financial position 231,623,005 232,528,780
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6 Hfth (B8 W FEREAMBKA 6 OTHER (LOSSES)/GAINS, NET AND
OTHER INCOME
REGET
Unaudited
BZZBHILEXEAR
Six months ended
~NA=+H ~NA=+H
—E-—fF —ETF
30 June 30 June
2021 2020
E ES
UsD UsD
Hih (&518) Wz @ F5 Other (losses)/gains, net
—[E5 (E18), Wz - JF%8 - Exchange (losses)/gains, net (126,035) 136,450
— BRBEEAFEARERSN — Fair value losses on a financial asset at
—HeREEMNATE fair value through profit or loss
&8 (64,366) (150,275)
— RE— MM B AR M EE — Loss on dissolution of a subsidiary (547) -
—RELE —RMB AT — Gain on deemed disposal of a subsidiary
ez (MFaE16(d)) (Note 16(d)) = 157,771
(190,948) 143,946
EMUA Other income
— B E — Government grants 14,923,353 3,156,094
— Hfth — Others 17,058 20,785
14,940,411 3,176,879
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7 BB YE BERRKEUAREMMER 7

GOODWILL, PROPERTY, PLANT AND

'E EQUIPMENT AND OTHER INTANGIBLE
ASSETS
RQEET
Unaudited
Y WE Hi
[EES k& BEE
Property, Other
plant and intangible
Goodwill equipment assets
E E ZETT
usD usD usp
BE-Z-ZFXAH Six months ended 30 June 2020
=+RLEXREA
AR BR EDF (B Opening net book amount 6,153,809 3,152,061 396,294
nNE Additions - 1,231,951 882,944
EREA={ £ Transfer from inventories - 4,999,737 -
HE Disposals - (54,143) (35,060)
PrE R E (FIsE15) Depreciation and amortisation
(Note 15) - (756,416) (93,353)
BIEHE—HMB2AR  Deemed disposal of a subsidiary
(MI5E16 (d) (Note 16 (d)) - (760,740) -
EEmE =R Currency translation differences (89,792) (49,214) (587)
HREREFEE Closing net book amount 6,064,017 7,763,236 1,150,238
BE-Z-—FXxA Six months ended 30 June 2021
=+HIEARER
HYIEREFE Opening net book amount 6,579,443 14,755,055 32,669,145
nNE Additions - 1,012,633 195,073
HE Disposals - (22,530) -
PreE R (FIsE15) Depreciation and amortisation
(Note 15) - (2,076,306) (1,876,983)
BEmE =R Currency translation differences 65,997 143,028 318,962
HARBREFEE Closing net book amount 6,645,440 13,811,880 31,306,197
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8 EBZRHMEWNRE SHNEERARM 8 TRADE AND OTHER RECEIVABLES,
MIE CONTRACT ASSETS AND
PREPAYMENTS

RGBT LR

Unaudited Audited

R=ZZB=—F RZZB_ZF

RNA=+H +=-H=+—H

As at As at

30 June 31 December

2021 2020

ETT E

UsD UsD

E=FE S EKFIA Trade receivables from third parties 4,311,072 6,105,631

—HBE R EE S ERFE Trade receivables from an associate (Note 20(d))

(MtEE20(d)) 801,113 699,181
BHEE Contract assets = 322,940
B BSERGIERER Less: Provision for impairment of trade

BERERE receivables and contract assets (2,279,171) (2,048,048)
BHERFIE N A #)EE — FH%Trade receivables and contract assets — net 2,833,014 5,079,704
BFE=ZABNHNRE Prepayments to third parties 12,297,766 8,588,029
BT —EE A RENHKIA Prepayment to an associate (Note 20(e))

(Hi5E20(e)) 1,377,688 1,977,043
FEU I Notes receivable 83,372 62,953
F=Hike REMEWFRIE Deposits and other receivables from third parties 13,446,604 23,769,492
B 5 RS R H ARG IA Deposits and other receivables from related

(Ff7E20(e)) parties (Note 20(e)) 698,615 614,754

30,737,059 40,091,975
S FEENEAEE D Less: Non-current portion (945,824) (1,493,975)
BVERER &> Current portion 29,791,235 38,598,000
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8 HESRHMEWRIE SHNEERTEN 8 TRADE AND OTHER RECEIVABLES,
IE () CONTRACT ASSETS AND
PREPAYMENTS (Continued)
AEEETEPHMEABAER30E180KRNTE « AR The Group's credit terms granted to customers generally
BEHENE S RIGEIESTAT ranged from 30 to 180 days. An analysis of the trade
receivables by invoice date is as follows:
REGETT KRR
Unaudited Audited
R=-ZBZ=—F RZZB_EF
RNA=+H +ZA=1+—H
As at As at
30 June 31 December
2021 2020
ET Eyn
UsD Uusp
30 RN Within 30 days 1,274,537 2,354,729
31E260K 31 to 60 days 193,977 1,369,524
61290K 61 to 90 days 492,888 85,791
91E180K 91 to 180 days 296,241 781,216
181E 365K 181 to 365 days 660,963 87,788
365 KA E Over 365 days 2,193,579 2,125,764
5,112,185 6,804,812
9 ZBBEFWAFEARNEREE 9  FINANCIAL ASSETS AT FAIR VALUE

THROUGH PROFIT OR LOSS

REGET Lt

Unaudited Audited

R=B=—F RZZEZEF

ANA=+H +ZA=+—H

As at As at

30 June 31 December

2021 2020

ET Eo

UsD UusD

JEEMES (FIFE@)) Unlisted fund (Note (a)) 625,382 689,748
IEEMBRAES (K5 (0) Unlisted equity securities (Note (b), (c), (d),

(© (@)~ (e) ~ (HX(qg)) (e), (f) and () 12,545,143 10,989,492

13,170,525 11,679,240
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ERERRAFEARNERMEE (@)

(@) RIFLMEDHERE

RZZT—tFMANE  KEBFEIBRE 15000 R ERZE
SHIBERRNN —RIELTES (HRHSESTM) RE
1,500,0003%7C c RZZE=—4FXA=+H » AF{E625,382
EN(ZT=TF+=-A=+—H : 689,748% L) EAFE
EMEIM(BMF34) BE_S-_—FXNA=THILENE
A B1812%64,366 X TN EAGE Ka R AR (BEZ

TTHFEXA=+HIEANMEA : E58150,275%7T) ©

()  RELRH YD) BRAE (TEL]) WRE

RZT—tFRENIE ETRABSHERIL (—RNEFEE
M HRE  TEEFRYFELE —UABEEETER)
#78.89% % 4% o MEAILARENRIREZ BRAFR LT
BB BT AN EE T MR EN -S4 8%F UM AR =
CMREER - RZTEZ—F R A=Z+AH ERFEESR
FE3IBA (HFH3AWAFERT(ZE_EF+A=1—
B:Z) H#E-_Z-_—FR-_ZT-_FTFXAZTAHLAHE

A EREe KSR T EEREA QA TEZE -

@ ARIETEAREERAR (ET)) 8NRE

REZZE—N\FZRRERFELETRAZEFIERNEFTHLIZ3%
s RARRPEAMAY - FEREFEEAREMN
HEETREBEBITEANREERELN - ZREEARQR
ZEMBARBEHMER ORI ARAE ([SMITHRI]) B
FETNERE R PATHNTAETEIRET @ ATEAEE
T RE AR 20,000,000 (HHE 7 493,166,000 7T)
MEFF10%HFERAREWEIHRE FIAER - R=F
Z—FAA=TE ERFESHEFEILAN (HF3.4) HATF
BEAT(ZZ=ZF+A=1+—H ' T) - HE-ZT=—
FRIZZTEANAZTAIEANEA  BRGARERLE

RIEMATEED -

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

Note:

(a)

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
2021, the fair value of USD625,382 (31 December 2020:
USD689,748) is within level 3 of the fair value hierarchy (Note
3.4). During the six months ended 30 June 2021, a total
loss of USD64,366 (six months ended 30 June 2020: loss of
USD150,275) 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 2021, the
fair value within level 3 of the fair value hierarchy (Note 3.4)
is nil (31 December 2020: nil). During the six months ended
30 June 2021 and 2020, there was no change in fair value
recognised in the condensed consolidated income statement.

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

The unlisted equity security acquired in February 2018 represents
approximately 3% 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”), a wholly-owned subsidiary of the Company,
and StorArt at the consideration of RMB20,000,000 (equivalent
to approximately USD3,166,000) paid by the Group plus an
interest income of 10% per annum less dividends received. As
at 30 June 2021, the fair value within level 3 of the fair value
hierarchy (Note 3.4) is nil (31 December 2020: nil). During the
six months ended 30 June 2021 and 2020, there was no change
in fair value recognised in the condensed consolidated income
statement.
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9

ERERRAFEARNTRMEE (@)

MR ()

(d

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

RZZ—N\FNA=+—H  KAFEA#ENKE1,800,000%
TOREETFE=7) WERNFEHS MK LHAFISMIT
Investment Limited ([ SMIT Investment |) #& &L - 15
SMIT Investment%710.11% %z  SMIT Investment & — 1%
BIERAR  BRESEMBRARREE T XIT48.37% K
RMIRE - @ FXNRALNBE I NRBIRER RAEE
REEP « ARANTESR  AREATERERBEREER
et ([EHAE]) IMEESMIT Investment ) EE = -

RZZT—AFNATER » SMIT Investment 235 B 5 kR A
FSMIT InvestmentPTi & F MBI TEAX M EE TR E
BEELR - REETRE  AARIFMFE T ARED R
1% B WA SMIT Investment(E g - R - = —F X
RA=+8 - 2A¥E2,063,938F T (ZE-_TF+-_A=+—
H ©2,063,938%7) EATEERFEIRA (RMHGE34) - &
ECTHERIFTFEANAZTHILEANER  MREE
W R AHERE) AT BT EEET) o

#Sensel, Inc. ([Sensel |) £y1% &

RZZE—NFZANR  KRAZEME AR BEHIZER (F
) ARAR ([BEMES]) RIEEHSensel T8 HEFTH—
NCRBEE R ([(REEERH)]) - TR T ¥ Sensel#)
2,000,000 T2 & © Sensel @ — R UASEE A Eith 1) <B 5L 5 1%
BMTAR - HABRND@BEEN - ZEMRANGHX - RE
TERRELIERE RFEIMNEEIES c ZXHTHKE - BHNE
BERBE(EBREE T ) 0EFRE T 2,000,000k T A8
HAPK Sensel T A 5 18 ST A A AT # G 2RIK o
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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 held, 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 (“Mr. Huang"), 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 2021, the fair
value of USD2,063,938 (31 December 2020: USD2,063,938)
was within level 3 of the fair value hierarchy (see Note 3.4).
During the six months ended 30 June 2021 and 2020, there
was no change in fair value recognised in the condensed

consolidated income statement.

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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RZZT—N\F+—ANA  BHEERERZEEEHE (15
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F = ARBMEBRIER 2,000,000 7T A 2 A% ZE R
% 22 4 B TR B AR AR A Sensel (VB ST - MARIREE L
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FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS (Continued)

Note: (Continued)

(e)

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% interest in Sensel on fully diluted basis.

As at 30 June 2021, the fair value of USDS8,159,259 (31
December 2020: USD8,159,259) was within level 3 of the fair
value hierarchy (see Note 3.4). During the six months ended
30 June 2021 and 2020, there was no change in fair value

recognised in the condensed consolidated income statement.

Investment in Xinxingji Technology Co., Ltd (“Xinxingji")

On 19 November 2020, SMIT Shenzhen acquired 10% equity
interest of Xinxingji, a company incorporated in the PRC,
at a total consideration of RMB5,000,001 (equivalent to
USD752,831). Xinxingji is mainly engaged in the provision of

IC design services.

As at 30 June 2021, the fair value of USD773,982 (31
December 2020: USD766,295) was within level 3 of the fair
value hierarchy (see Note 3.4). During the six months ended
30 June 2021, there was no change in fair value recognised

in the condensed consolidated income statement.
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9 ZFEREBESRAFEARNEREE @) 9  FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS (Continued)
Miax  (88) Note: (Continued)
(9) SRR (EF) BRAR ([EMAE]) mivE (9) Investment in Xiamen Microplus Information Technologies
Limited (“ijiwei.com”)
RZZEZ_—FWOA—8  SMITRIINBEREARE On 1 April 2021, SMIT Shenzhen acquired around 2% equity
10,000,000t (871,546,264 3 7T ) W iR R B it Ak 2 interest of ijiwei.com, a company incorporated in the PRC,
IR BISRBABL 2% IR HE - EMEETEREREENEREH at a total consideration of RMB10,000,000 (equivalent to
) N BRI AR TS © USD1,546,264). ijiwei.com is mainly engaged in the provision
of IC consulting and advisory services.
RZZ=—FRA=1tH  RFME1,547,964 X TE A TE As at 30 June 2021, the fair value of USD1,547,964 was
LMEIM(RMFE34) - BEZTZ—FA=THIENE within level 3 of the fair value hierarchy (see Note 3.4). During
A - ERERERE R NERN QAL EES) - the six months ended 30 June 2021, there was no change in
fair value recognised in the condensed consolidated income
statement.
10 RAERRKRGEE 10 SHARE CAPITAL AND SHARE PREMIUM
REGE
Unaudited
EZBREE ZEREE BRE
Number of Normal value
ordinary of ordinary Share
shares shares premium
e e
usbD usob
ERE Authorised:
RZZEZZF—HF—HB ZZ=ZF Ordinary share of USD0.00002 each
AA=t+H - ZE=Z—%—A—H at 1 January 2020, 30 June 2020,
kZZ-—FRA=Z+EEKREE 1 January 2021 and 30 June 2021
0.00002 3 7T ) & 18 A 2,500,000,000 50,000 -
BIIRER Issued and fully paid:
R=2=2F-H—-H As at 1 January 2020 318,217,861 6,364 101,505,767
TR E (F3E) Exercise of share options (Note) 407,000 9 168,602
RZE-ZF AR-_ZE—NF Dividends relating to 2019 paid in
TR S June 2020 - - (408,159)
R-ZE-ZEXA=1+H As at 30 June 2020 318,624,861 6,373 101,266,210
A—E_—f—HF—H As at 1 January 2021 319,490,861 6,390 101,642,531
ﬁ@iﬁﬁﬂxﬁé (Bt&E) Exercise of share options (Note) 132,000 2 54,441
NZEZ-ERARTEF Dividends relating to 2020 paid in
FARE) ¥ June 2021 - - (411,605)
R= —£XA=1+H As at 30 June 2021 319,622,861 6,392 101,285,367
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10

11

IRA R AR5 ME (&)

BT

REBEZT=Z—FA=+HIEANMEAR 132,000 BERE (HZE
ZEZTFRNA=THIENMEA - 407,000 BEARAE) EITEE - A
REARAF32,000REBR(BE_T_FFA=THIEAE
A+ 407,000 &%) - REA17,850F L (BHE-T-ZTF <A
=+HIERMEA ¢ 55,283%7T) - AH8249F TR T - —F"A
=+AMAEE REEF2ET(BET-TFA=THILEN
f8A : 9%7T) fE AR - MErEES4 441 =T (HE-T-TF A
=+ HIEAEA 168,602 ) 5 ARMDRER Bt - 36,593
ET(BHEZZT-ZTFA=1THIEAMER - 113,328 L) EEM
R BEMRNFINFEEBREROEER R T —F A=+
H - &£4£13,931,6600) (ZE=ZFF /XA =1H : 37,375,554 :
ZZE-TF+-A=+—H :22,973,3881)) BARIEDEARITEE o

B2 BARE

R-E-—FXA=Z+H  REZAHNE S EMNZE
RRECDATINT -

10

11

SHARE CAPITAL AND SHARE PREMIUM
(Continued)

Note:

During the six months ended 30 June 2021, 132,000 options were
exercised (six months ended 30 June 2020: 407,000 options) to
subscribe for 132,000 ordinary shares (six months ended 30 June
2020: 407,000 ordinary shares) in the Company at a consideration
of USD17,850 (six months ended 30 June 2020: USD55,283) of
which USD8,249 was not yet settled as at 30 June 2021. Out of the
consideration, USD2 (six months ended 30 June 2020: USD9) was
credited to share capital and the balance of USD54,441 (six months
ended 30 June 2020: USD168,602) was credited to the share
premium account. USD36,593 (six months ended 30 June 2020:
USD113,328) has been transferred from the share-based payment
reserve to the share premium account. As at 30 June 2021, there
were in total 13,931,660 (30 June 2020: 37,375,554; 31 December
2020: 22,973,388) options remained outstanding.

TRADE PAYABLES

As at 30 June 2021, the ageing analysis of trade payables
based on invoice date is as follows:

REQER RS

Unaudited Audited

R=B=—F RZB_EF

AA=+H +TZRA=+—H

As at As at

30 June 31 December

2021 2020

E E

UsD UusD

30 KA Within 30 days 1,258,234 2,178,924
31E90K 31 to 90 days 27,070 420,723
91E180K 91 to 180 days - 543
181E 365K 181 to 365 days 67,318 2,151
365 KA E Over 365 days - 68,950
1,352,622 2,671,291
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12 EsrERAREMERFIE 12 ACCRUALS AND OTHER PAYABLES
RIBE @t
Unaudited Audited

R=-ZB-—F RZEZZF
~NB=+R +=ZA=+—H

As at As at

30 June 31 December

2021 2020

E ES

UsD UsD

fEEHEERA X Accrued employee benefits expenses 2,247,796 3,542,413

JEFHE AT R E Accrued royalty fee 811,510 971,014

E e HiIE Other taxes payables 234,443 183,636
H o fE A BE B 5 508 Other payable to a related party (Note 20(e))

(FF5E20(e)) 103,274 172,680
HAth Others 1,124,668 1,775,778
FERTE A K& H AL R kI8 Accruals and other payables 4,521,691 6,645,521
S FEENEAEE D Less: Non-current portion = (49,810)
BNHEAER Current portion 4,521,691 6,595,711

13 EZEWA 13 DEFERRED INCOME
RICE AT
Unaudited Audited
R-B-—%F RZTZFF
ANA=+HA +=—A=+—H
As at As at
30 June 31 December
2021 2020
E E
UsD UsD
PEIE BT B Deferred government grants 52,161,667 52,476,854
S8 0 FERNEAER Less: Non-current portion (32,637,498) (30,370,279)
BIEAER Current portion 19,524,169 22,106,575
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13

14

EZEW A (5)
RoZ-—EXA=+0 SHBEDESRKG

202,000,0007¢ (#8557 4931,000,000%7T) (-2 ==
F+-—A=+—H : AR®¥283,000,0007T (HHERL
43,000,000%7T)) © A - g2 {0RYImBUTIEA R
52,000,000 T KI5 IB (FAE 70 498,100,000 7T) (=
E-FF+=-A=+—H : AR¥122,000,0007T (48
Z£74719,000,000%7T) ) °

13 DEFERRED INCOME (Continued)

As at 30 June 2021, the balance includes a deferred
government grant of RMB202,000,000 (equivalent
to approximately USD31,000,000) (31 December
2020: RMB283,000,000 (equivalent to approximately
USD43,000,000)) from the PRC Central Government
for the implementation of a national science and
technology major project, out of which an amount
of RMB52,000,000 (equivalent to approximately
UsD8,100,000) (31 December 2020: RMB122,000,000
(equivalent to approximately USD19,000,000)) is to be
received from Shenzhen Municipal Government.

SRITER 14 BANK BORROWINGS
RECET AT
Unaudited Audited
R-ZB-—F RZEZZTF
ANA=+HA +=ZA=+—H
As at As at
30 June 31 December
2021 2020
Ex E
UsD UsD
JEENER Non-current
MITER - KM Bank loans, unsecured 12,383,710 13,793,314
BNEA Current
RITER - AEM Bank loans, secured 15,479,637 22,823,678
RITER > EmIKH Bank loans, unsecured 2,321,945 1,532,590
17,801,582 24,356,268
30,185,292 38,149,582

R-ZZEZ—FXA=Z+H  GEFERTERALARIE
HEOREERIAEELEBAAER (ZEZEF+2A
=+—08 : #8R) EREM - H—%3,095927F T (=
ToTFE+-F=+—H :7,662,953%7) L EENE
S EEAERERER -

As at 30 June 2021, secured bank borrowings were
secured by the corporate guarantee given by the
Company and personal guarantee by Mr. Huang (31
December 2020: same), except for an amount of
USD3,095,927 (31 December 2020: USD7,662,953)
which was secured by personal guarantee by Mr. Huang
only.

Elf%IERAEMR A E SMIT HOLDINGS LIMITED
FRHEAERE INTERIM REPORT 2021

65



66

EREE P M B E R

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

14 $BITERE

RIBZ—FRA=1H RITEFNERFENXLE

F382% (ZE_FF+=-A=+—H :3.92%) °

AEEOEREEBERDOT

14

BANK BORROWINGS (Continued)
The effective annual interest rates of bank loans as at 30
June 2021 was 3.82% per annum (31 December 2020:

3.92%).

The Group's borrowings were repayable as follows:

REGEF KEET

Unaudited Audited

R-B-—%F RZEZZTF

ANA=+tHA +=-A=+—H

As at As at

30 June 31 December

2021 2020

=7 ES

UsD usD

—FR Within 1 year 17,801,582 24,356,268
—FEMF Between 1 and 2 year 4,643,892 3,065,180
MEZRE=4F Between 2 and 3 year 7,739,818 10,728,134
30,185,292 38,149,582

AREEAIE A FARRIMAIRITERBELT ¢

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

REBEST LEET

Unaudited Audited

R=-B-_—F RZZEZTF

ANA=+tH +=ZA=+—H

As at As at

30 June 31 December

2021 2020

ETT ZETT

usb usD

BEILPSER 2 GoEEg Total available and undrawn facilities 23,219,455 30,491,086
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15 EMEEIPWEEX 15 EXPENSES BY NATURE

RGET
Unaudited
BEZAHLEREAR
Six months ended
~A=1+H ~NA=TH
— B —E-TF
30 June 30 June
2021 2020
£ E
UsD UsD
ZERD N & Auditors’ remuneration
— RBURT - Audit services 299,176 241,898
EHFERAE Cost of inventories sold 6,867,064 11,289,235
EEEAMAT (BEEEME) Employee benefit expenses (including
directors’ emoluments) 10,265,798 6,074,404
SXREEARER IC testing fee 9,764,109 1,086,576
[) R 22 52 1 #) L Ath B 35 AR Other research and development cost
paid to universities 327,671 140,736
EEEEEEAX Expenses relating to short-term leases 1,031,943 1,018,336
ERREEBR Legal and professional fees 490,806 485,874
W -~ BB R&EITE (H3E7) Depreciation of property, plant and equipment
(Note 7) 2,076,306 756,416
FETREERE Royalty expenses 274,420 455,847
ZRRBRERX Travelling and entertainment expenses 331,638 441,963
FREESERE Depreciation of right-of-use assets 261,999 215,789
B 5 FEW IR R B B Provision for impairment of trade receivables 208,434 181,507
EERA Advertising costs 277,379 113,288
FERE (BERR ), #1#E  (Reversal of provision for)/provision for
impairment of inventories (218,719) 109,739
Ebfmp & EEs (MiE7) Amortisation of other intangible assets (Note 7) 1,876,983 93,353
HHim Other taxes 49,565 84,533
HEME - WEREBEEE Loss on disposals of property, plant and
equipment 18,761 38,687
& b M & E RS Loss on disposals of other intangible assets - 35,060
Hth Others 636,596 1,306,240
HERA - Y - HE Total cost of sales, research and development
Ro#ERAY - —MRITE expenses, selling and distribution expenses,
X REmEEZRE general and administrative expenses and net
FE RS impairment losses on financial assets 34,839,929 24,169,481
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16 EAEHEARNIRE

() LEERBFREBRA[ (LEER))

R-ZZ—AFHA  SMITFIIABEREBARE
5,590,0007T (A5 14810,2393 ) & LB I
Hﬁ34 94% e HE o AL SMITFRYBE @BZILEE
BEAFEN MBBRECHEAREEYE
Aﬂ

(b)y LEEMEBEOHEMROGERAT (TRELS
is:=3))

—hWF+Zh rEERETEIRES
RN EE W ZEBUREERERAR AR
REOTERAIEESENBARBRL LETER
H AR 309,821,000t (HHER#144,411,000
EIL) ° ﬁA:%—jLiwL*H:wL—El%fﬁZ*
By AEEREBRS EEMRER100% THRE
49.19% + WAREZEHIE - AR - AEERBHET

FENRBESAEQAFESEHE - MtkEE
BEREAHE AR (AAAEEHER T HEFE
REEN)WRBEZNARMS - ZAFEAY
WHIREE -

A—ZE-_ZFN\A - BERGLEEETEIIEE
EENEE M AERERERL LSAHT
& AR522,911,0007T (F5 1 4776,221,0003

L)  RZE_ZEENAZFT—AXSTMAE
AEERBERE LENRERA9.19% BRI E
29.75% ©
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INVESTMENTS ACCOUNTED FOR
USING THE EQUITY METHOD

(a)

(b)

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

In May 2019, SMIT Shenzhen invested in 34.94%
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 Limited (“S2C Shanghai”)

In 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, 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.

In 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%.
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16 EAEHZEARNKRE @)

(0)

(d)

FYBOHARM AR T (MM )

MZZT_FTF—H  SMITERYIERIE B A
BREESABLE (ARAE) I EEHE -
B - SMITEIIBEE RS GHMAETTHEA
R#90,000,0007T (18574 12,997,32837T) °
—E-FF-A=1+—HEEXRH%E - SMITEI
BRI RI I 0.99% 325 9.09% + M B
WH&E*EJ%UWWE%E%Z— o EILL - SMIT
FIR T _EF— A=+ —HREBEHMAE
é FE  BEHMAELR BEAEEMEE D
A AEEBESEAFEARNSHEERA
FEEREFREDEARNEE -

LEEMSEFERARAR (TEMER])

MRZBE-ZTFE=F > SMITFIEE TBIRE
BRIV REEZEG R 2EBUKEERERN
HSSHES £ ARKS50,000,0007T (B
77,057,063 7T) + PARERS0% (&4 - LA K (A
SMITZRIYISZ 376 AR % 1,000,0007T (FHERL
141,000%70) + LABRER BB 1% JHE - A=
E-TFEZA=+-HRXGRRE  AEERH
USRI R 100% FREZEA49% » WK EIEH
o BB NEBRBEMSNOREESIUER
T EEHE  MtERAZIEABE AR (BA
REBMYERBNEEERZE ) HRBEZHA
BT @ AT EAVZHIREE -

16 INVESTMENTS ACCOUNTED FOR
USING THE EQUITY METHOD (Continued)

(0)

(d)

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

In January 2020, SMIT Shenzhen entered into
a capital injection agreement with Shenzhen
Giga Hongtai Hongxin Share Investment Fund
Partnership (Limited Partnership). According to the
agreement, SMIT Shenzhen 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% to 9.09% and SMIT has appointed
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 and a transfer
to investments accounted for using the equity
method was made from financial assets at fair
value through profit or loss at its fair value on the
same day.

Shanghai SMIT Xinxin Semiconductor Co.,
Limited (“SMIT Xinxin")

In March 2020, SMIT Shenzhen entered into
an equity transfer agreement with certain
independent investors which agreed to contribute
a total of RMB50,000,000 (equivalent to
UsSD7,057,063) into SMIT Xinxin for 50% of the
equity interest and pay RMB 1,000,000 (equivalent
to approximately USD141,000) by cash to SMIT
Shenzhen for 1% equity interest in SMIT Xinxin.
Upon the completion of the transaction on 31
March 2020, the Group's equity interest in SMIT
Xinxin decreased from 100% to 49% with a loss
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.
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16 FHAEZEARNKRE @) 16 INVESTMENTS ACCOUNTED FOR
USING THE EQUITY METHOD (Continued)

(d) LBEEFHESSEERERANRE (TBHSR]) (&) (d) Shanghai SMIT Xinxin Semiconductor Co.,
Limited (“SMIT Xinxin") (Continued)

ET
UsD
B 0L 8549 % AR i A FE Fair value of 49% equity interest of SMIT Xinxin 6,915,922
ReaNE Cash consideration 141,141
7,057,063
B BHEEESE Less: net assets disposed of
RekREEEY Cash and cash equivalents (28,241,833)
H At W R IE K TR FRIR Other receivables and prepayments (581,636)
Y - BB N R - JFE (MisE7)  Property, plant and equipment, net (note 7) (760,740)
ESENFHE Trade payables 21,696
FEETE A R HAD FE FRIE Accruals and other payables 22,635,321
PRI SRR EIAE R Exchange reserve released upon deemed disposal
[ 27,900
RAIEL & —FEM B A RM R Gain on deemed disposal of a subsidiary
(MiE6) (note 6) 157,771
RIEHEEANR ML FHE Net cash outflow arising from the deemed disposal
BEHERERESEED Cash and cash equivalents disposed of 28,241,833
B BUERERE Less: cash consideration received (141,147)
28,100,692
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16 FAEZEARNKRE @)

(e)

(f)

RBERAERIXEREGBEE (BRER) (1%
RAREEE )

R_ZE=——F—H8  SMITFEI  FIETFHE M
e EERARAR (BREM]) |FEER
MFEIMRERES|IBESBRAR (BILE=
FIRIMNAEE WS NAEBKYRERRRX
FEDS - BREAFECHNEE B IZIHELEER
BRIMEEXNVBRARETXERERREERER
R - BIBARHRER  FIEAEARESY
Hr BB LA ARE100,000,0005T (FHER
#915,300,000%7T) + EFRSMITAIIEE AR
36,000,000 (A& R 495,500,000 7T) * 16575
FERFESIIEN36% - SMITFIIRZEERESR
BAFES -

Chipattern Limited ([ Chipattern )

RZZEZ—FWA ARAZ2EWE QR EM
BEEUREREARY6,000,000T (HHER
924,015370) W E M Chipattern#15% A& #E °
B EBE Chipattern B LB HI4 - &
Chipatternt 5| BASEBHEEHE -

16 INVESTMENTS ACCOUNTED FOR
USING THE EQUITY METHOD (Continued)

(e)

(f)

Shenzhen Hongtai Angel Share Investment
Fund Partnership (Limited Partnership)
("Hongtai Angel Fund”)

In 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 Hongtai
Angel Fund. The primary objective of Hongtai
Angel 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 is RMB100,000,000
(equivalent to approximately USD15,300,000),
out of which RMB36,000,000 (equivalent to
approximately USD5,500,000) is contributed
by SMIT Shenzhen which accounted for 36%
of equity interests in Hongtai Angel Fund. SMIT
Shenzhen has significant influence over this
investment.

Chipattern Limited (“Chipattern”)

In April 2021, SMIT HK, a wholly-owned subsidiary
of the Company, invested in 15% equity interest
of Chipattern with a cash consideration of
RMB6,000,000 (equivalent to USD924,015).
SMIT HK has joint control over Chipattern and
Chipattern was classified as a joint venture of the
Group.
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16 FAEZEARNKRE @)

(90 BEZB-Z—FR-B-ZTFEXA=THILAHE
A REZESEARNREREESEHNT ¢

16

INVESTMENTS ACCOUNTED FOR
USING THE EQUITY METHOD (Continued)

(9) The carrying amounts of the equity-accounted
investments have changed as follows for the
six months ended 30 June 2021 and 2020:

RGET
Unaudited
BEZAHILENER
Six months ended
~A=1+H NA=+H
—EB-—F S
30 June 30 June
2021 2020
£ E
UsbD (AY)
R Beginning of the period 69,176,985 43,519,749
HARE Additions for the period 6,490,566 19,913,250
ERHFBIBIEATFE  Transfer from financial assets at fair value
AERNESREE through profit or loss = 1,444,147
MEFRF(EE) Share of net profits/(losses) 2,274,261 (3,999,089)
DR E AREREABRKIE Share of translation differences of investments
M =R accounted for using the equity method 957,645 151,446
B = Currency translation difference 426,544 (323,489)
HiR End of the period 79,326,001 60,706,014

17 FiSHER

REB D IR RN E R R M _ EEK N — B AR
& —ME & AR E AR = E RS HEI R B
TEMSHAIATNRFRNNE - Z2EETEHEER
CECEFE R —F=FHERNZTE15%FARE
ERER((EEMGH D) BERE (RNt EE
BHRR]) HE-Z-—HFA=Z1+HILAMEA  ZZ
ERNERTEFNERCEMSEHREEA15% (HEZ
ToEFEXRA=ZTALEARMEA 1 15%) ©
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INCOME TAX CREDIT

A subsidiary and an associate of the Group established
in the Shenzhen Special Economic Zone and Shanghai,
respectively have 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. 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% (six months ended
30 June 2020: 15%) was applied to the assessable profit
of these entities for the six months ended 30 June 2021.
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17

18

EBIER (@)

BE-Z-—FRA=+THIANER  SREHAER
JERBUEFIZ16.5% (BE_S_TFA=1THILR
A :16.5%) WREFEEENSHER < TINEF
MRBEDKBAEELLAEBRRNRALE 2B R
FRRAESH) - RIFH ARG ERTOET - RABEZCRTT
HE AR R EME -

BRAGRA KERFTA S GIR) MFFSHETNT -

17

INCOME TAX CREDIT (Continued)

For the six months ended 30 June 2021, Hong Kong
profits tax has been provided at the rate of 16.5% (six
months ended 30 June 2020: 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/(charged) to the
condensed consolidated income statement is as follows:

RICELT
Unaudited
HEZBHHILE<EA
Six months ended
~NA=t+H NAZTH
—B-—F il =l <
30 June 30 June
2021 2020
£ E
UsD UsD
BNHAFTIS S — /B5MEIIR Current income tax — overseas tax = (23,993)
RIEFTISE Deferred income tax 993,122 40,709
Frisfif e Income tax credit 993,122 16,716
RE 18 DIVIDEND

HE_Z-_ZTF+-_A=+—HIFEMNKEAL11,605
EX(ZZEZFF : 408,159F% ) DR ZEZ—F XA
SAF o

EERTREHBE B —FAASTHIL AR
IRBEEATHRE (BE—ZE-TFXA=THILRHE
A

A dividend of USD411,605 that relates to the year
of 31 December 2020 was paid in June 2021 (2020:
UsSD408,159).

The Board of Directors does not recommend any interim
dividend for the six months ended 30 June 2021 (six
months ended 30 June 2020: Nil).

Elf%IERAEMR A E SMIT HOLDINGS LIMITED
FRHEAERE INTERIM REPORT 2021

73



ERGRER M BEENNE
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

19 BERERA 19 LOSS PER SHARE

SRR AR R RV AR AR B
BRAAE TG -

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:

RGBT
Unaudited
BEZAHLENEAR
Six months ended

AH=t+H ANA=+H

—EZ—f —ETF
30 June 30 June
2021 2020
Ex #ET
UsD UuspD
RAREB AELEE (ET) Loss attributable to owners of the Company
(USD) (1,838,265) (6,363,726)

B 31T & B A I T 15 B

in issue

Weighted average number of ordinary shares

319,515,518 318,273,053

FREANERE (ET)

Basic loss per share (USD)

(0.01) (0.02)

BREEERBRBRHERTEINNERAIEFEE
NRERFTE AL AR HEREMN ERR KB maT
B RBRENS  RRBARETERREED TR
D& B MR AR A HE (RERPR SR M EEE)
BITORMNEE - AR STRERSEERT
MR E A - EMEENEEETRNDEE A EBER
IMETEBIERD T - LETH GRS EIE -

HEZT-—FR-_FT_TFA=+HILE~EA &
REBEREEENBET L BRESREETER SR
2. it  FRBEBESRSREANEE -
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Diluted loss per share is calculated by adjusting the
weighted average number of ordinary shares outstanding
to assume conversion of all potential dilutive ordinary
shares. For the share options, the number of shares that
would have been issued assuming the exercise of the
share options less the number of shares that could have
been issued at fair value (determined as the average
market price per share for the respective period) for the
same total proceeds is the number of shares issued for
no consideration. The resulting number of shares issued
for no consideration is included in the weighted average
number of ordinary shares as the denominator for
calculating diluted loss per share.

For the six months ended 30 June 2021 and 2020,
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.
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20 BEAERERS 20 RELATED PARTY BALANCES AND

TRANSACTIONS

(@) EBZERA THIEARARNARBE _T——%F (a)
F-E-TFENA=+HIENEREBRERFAE

RS AEHRE BT -

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 2021 and
2020:

BHANE A8 TEEH HEAKENEE

Name of the related parties Principal activities Relationship with the Group

BRELE(R-Z-ZF=A-++ARBMLE) 18R ARAFRITESR

Mr. Gao Songtao (resigned on 27 March 2020)  N/A Non-executive director of the Company

BERRE ik KDRFNTES

Mr. Kwan, Allan Chung-yuen N/A Non-executive director of the Company

EEE(W-Z-_ZFE-A-++REZAR TEH ARAFERITES

WZEZ—5$=AZ+HAFEE)
Mr. Liu Yang (appointed on 27 March 2020 and  N/A Non-executive director of the Company
resigned on 25 March 2021)

BELE(WZZZ—FNA+=ARZMA) TEm ARAFRITES

Mr. Cai Jing (appointed on 13 April 2021) N/A Non-executive director of the Company

A Nk ARARITES - BRATE RERKE

Mr. Huang N/A Executive director, the CEO and controlling shareholder
of the Company

EXHAE T@Em ARARMITESRRERNBE

Mr. Loong, Manfred Man-tsun N/A Executive director and the Chief Financial Officer of the
Company

BT RS TEm ARRMITESREREER

Mr. Shuai Hongyu N/A Executive director and the Chief Operating Officer of
the Company

2FELESE A BUEZ

Mr. Jin Yufeng N/A Independent Director

BRERELE TEA BUEZ

Mr. Woo Kar Tung, Raymond N/A Independent Director

RIEEEE @R BUESE

Mr. Zhang Junjie N/A Independent Director

RIFEGHRBR AR SRR RATHE BARRNTES  BENTE RERBREN

Shenzhen State Micro Science and Technology
Co. Ltd.

METEREARIRERERHERDA ([R
YEFER])

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

DEENEXERBBR AR ([ LiERM])
Shanghai Guo Wei Industrial Development Co.,
Ltd. ("Shanghai Guo Wei")

Research and development of
integrated circuit design
HFEREHERNRE £
ERHE

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

EFEMMOREREE

Research, development, and
sales of electronic products

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

ARARTES  BERHTERERBRARLAES

Executive director, the CEO and controlling shareholder
of the Company being the director of this company

ARARITES  BRATERERRRAZARES
Executive director, the CEO and controlling shareholder
of the Company being the director of this company
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20 Bgﬁﬁgﬁn\ﬂﬁl%&xg ZE

(a)

EERB TIBEARARRREE—
&—7—?£ﬁ/\ﬁ +E¢/\{.H§EZ'X§.T_E

R P RAEERIOBER TS ¢ ()

BBAKE £

Name of the related parties

T-—F (a)

20 RELATED PARTY BALANCES AND
TRANSACTIONS (Continued)

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 2021 and
2020: (Continued)

TEEH

Principal activities

HAKENEE
Relationship with the Group

SMIT Investment
SMIT Investment

eSS0
iBoxpay

MEFEERBEBRAR ((RIEF])

ShenZhen IBOXPAY Information Technology
Co., Ltd. ("ShenZhen IBOXPAY")

FEER

Shanghai Qingge

S2C Shanghai
TR
Giga

BT
SMIT Xinxin

BEAEEE

Hongtai Angel Fund

Chipattern
Chipattern

EfRI=RAMR QT SMIT HOLDINGS LIMITED
FREATRE INTERIM REPORT 2021

BARLR

Investment holding

BARLR

Investment holding

BB R ER

Mobile payment service
provider

BEPIENTRREE

Research and development and
sales of smart door lock

RRERE RSB AR
HE

Research and development and
sales of rapid verification
systems and software

RICEDARIBBRAT R

Provision of EDA back-end
solutions

FBENHERRSE

Research and development and
services of semiconductors

ﬁﬁ%%%ﬁ&ﬁ%%%m%

REETRERE REHEE
ER%

Angel investments in, and
provide management
services to, start-up
companies operating in
innovative technology
sectors

FREEDATA

Research and development of
EDA tools

ARARITES  BRATERERRRBZARES
Executive director, the CEO and controlling shareholder
of the Company being the director of this company
ARARITES  BRATERERRRBZARES
Executive director, the CEO and controlling shareholder
of the Company being the director of this company
ARARITES  BRATERERRRABZARES
Executive director, the CEO and controlling shareholder
of the Company being the director of this company
BERT
Associate

Associate

YN

Associate

B R

Associate

Associate

IS
Joint venture
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20 BEBMATEBRRRS (8 20 RELATED PARTY BALANCES AND
TRANSACTIONS (Continued)
(b) EEEBAINRZ (b) Transactions with related parties
ANEEE BB T EITIATR S The following transactions were undertaken by the

Group with related parties:

REEER
Unaudited
BZEZBAHLEAREAR
Six months ended
~BA=1+H NAZ=ZTH
—EB-—F “EFTF
30 June 30 June
2021 2020
ET 2T
UsD UusD
RIS FTEENMESR Operating lease payments and the costs and
M EHEN R KRB fees relating to air-conditioning and public
AR AHEFENKAR utilities in respect of properties of Shenzhen
MEBH Digital TV 1,101,569 939,752
MBS EEEESMER Sales of IC products to S2C Shanghai
2 iR - 3,246,056
B ST EREREM Sales of CAM products to Shanghai Qingge 94,709 41,548
mEBES_ SN KB Purchase of goods from a subsidiary of
NAEBEEM S2C Shanghai - 1,080
MERG EEXIHFAIE  License fee and technical supporting fee
RS EE paid to S2C Shanghai 617,818 266,515
ZER S TGS T B E R RTETT © These transactions are made under terms mutually

agreed by the relevant parties.
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FREAFR INTERIM REPORT 2021



ERGRER M BEENNE
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

20 BEBMATEBRRRS (8 20 RELATED PARTY BALANCES AND
TRANSACTIONS (Continued)
(0 TEEEEZHMH () Key management compensation
FTEEBEAENTRIENTES - ENHEN Key management includes directors (executive
FEERENRESRBHIZIRAT - and non-executive). The compensation paid or

payable to key management for employee services
is shown below:

REGEF
Unaudited
BEZAHLEANEAR
Six months ended
~NA=+H ~A=1+H
—EB-—F S
30 June 30 June
2021 2020
ES E
UsD UsD
HAF <  ZBNEYWEF Basic salaries, allowances and benefits in kind 1,100,299 1,086,547
BIETEAT Discretionary bonuses 156,097 29,989
RKER] — AT HFETE] Retirement benefit — defined contribution plan 24,893 4,243
1,281,289 1,120,779
(d) RBEEXSZHREH (d) Ending balances arising from sales and
purchases transactions
RECES 5T
Unaudited Audited

R-EBEZ—F RZZTZZF
ANA=+tHA +=—A=+—H

As at As at
30 June 31 December
2021 2020
s ET Em
Note UsbD usb
—[EE & A7) E S EIGRIE Trade receivables from an associate
(H15E8) (Note 8) (i) 801,113 699,181

PR - Note:

(i) B S EKFIER A BAEE—MHE AR 85N (i) Trade receivables arose from sales transactions
HERS - BIFIE—REZBAHEEAHE=[EAZ with Shanghai Qingge, an associate of the Group.
H(ZE_ZF+_A=+—H8: XEAAH) - LLEE Receivables were mostly due three months (31
HAEEKRLE S - December 2020: six months) after the date of sales.

The balance was unsecured and interest-free.
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20 BB A ERRRS (®)

(e) ERBEHEANEENRINFEBEER

20 RELATED PARTY BALANCES AND
TRANSACTIONS (Continued)

(e) Non-trade balances with related parties and
and associate

REGETT KRR
Unaudited Audited
R-ZTB=—F RZZ_ZF
RA=+H +ZH=+—H
As at As at
30 June 31 December
2021 2020
ihg=s ET E
Note UsD usb
By —R2@HniRe Deposits to a related party (Note 8)
(f3E 8) (i) 633,568 541,141
JE U — = B g 5 3R IA Receivables from a related party
(fizE 8) (Note 8) (i) 65,047 73,613
B¥ 2L A" B Prepayment to an associate (Note 8)
(MI3E 8) (iii) 1,377,688 1,977,043
JEAS T — % B 77 k1A Payable to a related party (Note 12)
(B&E 12) (i) (103,274) (172,680)
PRE - Note:
(i) SBERRYBFTERIANEBH LS - BUARE (i) The amount represented the rental deposit to
FHE ° Shenzhen Digital TV and was denominated in RMB.
(i) Bl S AR ESEE AT ERE - WHAEITET (ii) The carrying amounts of balances with related

B - ZEEHRAEER  RENARBEREE -

(i)  SFEA-FEEQRRNOFAIERRMEE -

parties approximate their fair values and are mainly
denominated in USD. The balances were unsecured,

interest-free and repayable on demand.

(iii) The amount represents prepaid license fee and

technical supporting fee to an associate.
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20 BAMAEBRRRS (8 20 RELATED PARTY BALANCES AND
TRANSACTIONS (Continued)

() REBINRE 2EREBERRATEAR (f)  Investment in a related party classified as a
NemEE financial asset at fair value through profit or
loss
RGET LEE
Unaudited Audited

R=-B-—F RZEZZTF
~H=+H +=ZA=+—8H

As at As at
30 June 31 December
2021 2020
ET E
UsD usD
REFEARIRE Investment in iBoxpay (Note 9(d))
(F5E 9(d)) 2,063,938 2,063,938
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