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

contents of this announcement.
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ANNUAL RESULTS ANNOUNCEMENT
FOR THE YEAR ENDED 31 DECEMBER 2022
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The board of directors (the “Board”) of SMIT
Holdings Limited (the “Company” or “SMIT”)
hereby announces the consolidated results of the
Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31
December 2022 (the “Reporting Period”)
together with the comparative figures for the
corresponding period in 2021.
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Revenue
Cost of sales

Gross profit

Other gains, net
Other income

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

CONSOLIDATED INCOME STATEMENT

For the year ended 31 December 2022

M it
Note

o AN

Net impairment losses on financial

assets

Operating profit

Finance costs, net

Share of net (losses)/profits of
investments accounted for using the

equity method

Profit before income tax

Income tax (expense)/credit

Profit for the year

Profit is attributable to:
Owners of the Company
Non-controlling interests

Earnings per share attributable to

owners of the Company:
Basic earnings per share
(USD per share)
Diluted earnings per share
(USD per share)

BE+-RA=+t—-HLEFE

Year ended 31 December

—E-C
2022
FEIT
USD

29,410,713
(17,271,933)

—E-—F
2021
e
USD

36,252,359
(19,121,065)

12,138,780 17,131,294
87,903,040 12,406,073
26,444,122 29,465,525

(38,114,876)  (38,495,976)
(1,607,899) (1,865,820)

(11,533,461)  (10,888,625)

(42,721) (15,520)
75,186,985 7,736,951
(1,199,410) (1,010,169)
(6,764,652) 1,626,790
67,222,923 8,353,572

(10,110,250) 1,526,724
57,112,673 9,880,296
57,186,976 9,844,174

(74,303) 36,122
57,112,673 9,880,296
0.179 0.031
0.177 0.030
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CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME
For the year ended 31 December 2022

BET-A=t—-HLEE

Year ended 31 December

—E=-= —E-—£F

2022 2021

En e

USD USD

Profit for the year 57,112,673 9,880,296

Other comprehensive (loss)/income:

Items that may be reclassified subsequently to

profit or loss

Translation differences (3,624,621) 1,485,730
Share of translation differences of investments

accounted for using the equity method (3,235,194) 965,000
Items that have been reclassified to profit or loss
Exchange reserve released upon deemed

disposal of an investment accounted

for using the equity method (624) -
Exchange reserve released upon

disposal of a subsidiary (23,301) -
Exchange reserve released upon deemed

disposals of subsidiaries (614,574) -
Other comprehensive (loss)/income

for the year, net of tax (7,498,314) 2,450,730
Total comprehensive income for the year 49,614,359 12,331,026
Attributable to:
Owners of the Company 49,838,868 12,249,884
Non-controlling interests (224,509) 81,142

49,614,359 12,331,026
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ASSETS

Non-current assets

CONSOLIDATED

FINANCIAL POSITION
As at 31 December 2022

i3
Note

Property, plant and equipment

Right-of-use assets
Other intangible assets

Goodwill

Other receivables and prepayments 10

Investments accounted for using

the equity method

Financial assets at fair value

through profit or loss
Deferred income tax assets

Current assets

Inventories

Trade and other receivables and

prepayments
Income tax recoverable
Cash and cash equivalents

Total assets

10

STATEMENT OF

R+=—B=+—H

As at 31 December
—E-C —E-—F
2022 2021
En EVn
USD USD
5,641,342 14,876,320
1,549,165 2,471,727
25,860,719 38,825,484
6,164,059 6,733,411
217,971 5,053,931
118,976,739 79,914,954
25,010,050 25,049,366
1,488,848 6,712,200
184,908,893 179,637,393
4,722,965 5,755,183
9,364,924 27,708,698
5,680 127,779
48,232,794 18,799,131
62,326,363 52,390,791
247,235,256 232,028,184
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EQUITY AND LIABILITIES

Equity

Share capital

Share premium

Merger reserve

Share-based payment reserve
Statutory reserve

Retained earnings

Capital reserve

Exchange reserve

Capital and reserves attributable to
owners of the Company
Non-controlling interests

Total equity

Liabilities

Non-current liabilities
Lease liabilities
Provision for reinstatement cost
Deferred income
Bank borrowings

Wit
Note

W+=B=+-H
As at 31 December

—g-C —g-—-F
2022 2021

e e

USD USD

6,408 6,407
101,222,551 101,618,383
(48,810,141) (48,810,141)
15,500,030 15,508,349
11,741,359 5,320,317
104,964,155 54,198,221
1,212,543 1,212,543
(451,003) 6,897,105
185,385,902 135,951,184
2,198,818 2,423,327
187,584,720 138374511
1,051,163 1,919,114
51,945 -
21,630,569 36,559,810
- 15,057,170
22,733,677 53,536,094
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Current liabilities
Trade payables
Accruals and other payables
Contract liabilities
Bank borrowings
Deferred income
Income tax payable
Lease liabilities

Total liabilities

Total equity and liabilities

Wit
Note

11

W+=B=+-H
As at 31 December

—g-C —g-—-F
2022 2021

e e

USD USD
902,221 1,246,139
4,854,870 8,160,780
5,678,236 10,427,440
16,856,675 13,331,870
2,643,770 6,299,117
5,294,136 -
686,951 652,233
_____ 36,916,859 40,117,579
59,650,536 93,653,673
247,235,256 232,028,184
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Balance at 1 January 2021

For the year ended
31 December 2021

Comprehensive income

Profit for the year

Translation differences

Share of translation differences
of investments accounted
for using the equity method

Total comprehensive income
for the year

Transactions with owners
Appropriation to statutory reserve
Exercise of share options
Dividend relating to 2020

paid in June 2021

Transactions with owners,
recognised directly in equity

Balance at 31 December 2021

Representing:

Capital

Reserves

Non-controlling interests
2021 final dividend proposed

CONSOLIDATED
CHANGES IN EQUITY
For the year ended 31 December 2022

STATEMENT OF

ERRERNES
Attributable to owners of the Company

DY v

RERY
RE  ROEE AHEE  AREBE IERE  EFRE  EXRE  RERA Rit FERESR £y

Share-

based Non-

Share Share Merger payment  Statutory Capital ~ Exchange Retained controlling Total
capital premium reserve reserve reserve reserve reserve earnings Total interests equity
B FEx B FEx #L FEx #L £ #IL £ #IL
USD USD USD USD USD USD USD USD USD USD USD
6,390 101,642,531 (48,810,141) 15,750,615 4914429 1212543 4491395 44,759,935 123,967,697 2,342,185 126,309,882
- - - - - - - 9844174 9844174 36,122 9,880,296
- - - - - - 1,485,730 - 1485730 - 1485730
- - - - - - 919,980 - 919,980 45,020 965,000
- - - - - - 2405710 9,844,174 12,249,884 81,142 12,331,026
- - - - 405,888 - - (405,388) - - -
17 387,457 - (242,266) - - - - 145,208 - 145,208
- (411,605) - - - - - - (411,605) - (411,605)
17 (24,148) - (242,266) 405,888 - - (405,888)  (266,397) - (266,397)
6,407 101,618,383  (48,810,141) 15,508,349 5320317 1212543 6,897,105 54198221 135951,184 ~ 2423327 138374511
6,407 - - - - - - - 6,407 - 6,407
- 101,208,903  (48,810,141) 15,508,349 5320317 1212543 6,897,105 54,198,221 135,535,297 - 135,535,297
- - - - - - - - - 2423327 2423327
- 409,480 - - - - - - 409,480 - 409,480
6,407 101,618,383  (48,810,141) 15,508,349 5320317  1212,543 6,897,105 54,198,221 135951,184 2423327 138374511
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Balance at 1 January 2022

For the year ended
31 December 2022

Comprehensive income
Profit/(loss) for the year
Translation differences

OB A3 2 AR Share of translation differences

ff B I 2T

of investments accounted for
using the equity method

JAHRAE & —FAEH Exchange reserve released

ik AJRR
Egegi3 Al
HE 50

upon deemed disposal of an
investment accounted for
using the equity method

it Hi 8 — ]}t A 7] Exchange reserve released upon
B EM LR disposal of a subsidiary
TR B B A 7 Exchange reserve released upon
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deemed disposals of
subsidiaries

Total comprehensive (loss)/
income for the year

Transactions with owners

Appropriation to statutory reserve

Exercise of share options

Dividend relating to 2021 paid in
June 2022

Transactions with owners,
recognised directly in equity

Balance at 31 December 2022

Representing:

Capital

Reserves

Non-controlling interests
2022 final dividend proposed

EARERNELE

Attributable to owners of the Company

DY 3
RERY
Rx  BROBE A6RE AREE  EERE  EXRE  EXRE  REEA Aif FERES agn
Share-
based Non-
Share Share Merger payment  Statutory Capital  Exchange Retained controlling Total
capital  premium reserve reserve reserve reserve reserve earnings Total interests equity
E Ex E £ E7 #TT E ETL E £ Ex
USD USD USD USD USD USD USD USD USD USD USD
6,407 101,618,383  (48,810,141) 15,508,349 5320317 1212543 6,897,105 54198221 135951,184 2423327 138374511
- - - - - - - 57,180,976 57,186,976 (74,303) 57,112,673
- - - - - - (3,624,621) - (3,624,621) - (3,024,021)
- - - - - - (3,084,988) - (3,084,988)  (150,206) (3,235,194)
- - - - - - (624) - (624) - (624)
- - - - - - (23,301) - (23,301) - (23,301)
- - - - - - (614,574) - (614,574) - (614,574)
- - - - - - (7,348,108) 57,186,976 49,838,868 (224,509) 49,614,359
- - - - 6,421,042 - - (6421,042) - - -
1 12,376 - (8,319) - - - - 4,058 - 4,058
- (408,208) - - - - - - (408,208) - (408,208)
1 (395,832) - (8319)  6.421,042 - - (6421,042)  (404,150) - (404,150)
6,408 101,222,551 (48,810,141) 15,500,030 11,741,359 1,212,543 (451,003) 104,964,155 185,385,902 2,198,818 187,584,720
6,408 - - - - - - - 6,408 - 6,408
- 100,811,629 (48,810,141) 15,500,030 11,741,359 1,212,543 (451,003) 104,964,155 184,968,572 - 184,968,572
- - - - - - - - - 2,198818  2,198818
- 410,922 - - - - - - 410,922 - 410,922
6,408 101,222,551  (48,810,141) 15,500,030 11,741,359 1,212,543 (451,003) 104,964,155 185,385,902 2,198,818 187,584,720
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

1

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?”) that enable secure
distribution and delivery of digital content to

television;

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

services; and

- provision of integrated circuit (“IC”)
solutions, including development and sales of

IC products and related design services.

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

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

The consolidated financial statements are presented
in United States dollars (“USD”), unless otherwise
stated.
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HKFRS 16 (Amendment)
A 1 BB i YE I SR 165 (B RTAS)
Annual Improvements Project (Amendments)

FEUCETR R (BRTA)

HKFRS 3, HKAS 16 and HKAS 37 (Amendments)

T 5 E R B39 - A s & R LI SR 1658

T a R E 3758 (BT A)
AG 5 (Revised)

CEIREEIE R A
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

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

unless otherwise stated.

Basis of preparation

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

carried at fair value.

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

process of applying the Group’s accounting policies.

(a) Amended standards and accounting

guideline adopted by the Group

The Group has applied the following amended
standards and accounting guideline for the
first time for their annual reporting period

commencing 1 January 2022:

Covid-19-Related Rent Concessions beyond 2021

TR T AR Z AR I Covid- 194 B FH 4 T
Annual Improvements to HKFRSs 2018-2020

A Y S oV R B A S OE (—F - ER

TE TR )
Narrow-scope Amendments

T R A B RT

Revised Accounting Guideline 5 Merger Accounting for

Common Control Combinations

REMERT & w5 51 A S BEIL I #5 ) & PF 19 & PF & ahik
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HKFRS 17
A i FU 5 ot 1 S 1 7 5
HKFRS 17

A b JV 5 Tt e RIS 17 9%

HKFRS 17 (Amendment)

A s J s i A R 2 1 7
(BRI A)

HKAS 1 and HKFRS Practice
Statement 2 (Amendments)

R A 1R X
A 5 o Y J) R RS
Wil 258 (BRTA)

HKAS 8 (Amendment)

i a R AR (BRTA)

HKAS 12 (Amendment)

A e A2 1298
SCHES)

(b)

The adoption of these amended
standards and accounting guideline did
not have any impact on the amounts
recognised in prior periods and are not
expected to significantly affect the

current or future periods.

New and amended standards and
interpretation not yet adopted by the
Group

The following new and amended
standards and interpretation have been
issued but are not effective for the
financial year beginning on 1 January

2022 and have not been early adopted

by the Group.

Insurance Contracts

PRBm &%

Initial Application of HKFRS 17 and
HKFRS 9 — Comparative Information

A 8 BB i Y T 5F 1 798 M 7 s
15 i 1B I S5 998 2 ) 45 e T
— HE R

Amendments to HKFRS 17

A 5 o YE I 2R 17 5E A RT

Disclosure of Accounting Policies

| aFEUR R

Definition of Accounting Estimates
gt il Et i E 78
Deferred tax related to assets and
liabilities arising from a single
transaction
— 5 by MR A AT B Y
IR A Fd JH

11

RTH5 BB
ZERBNER
FEEN
Effective for
accounting year
beginning on

or after

1 January 2023
S
1 January 2023

S

1 January 2023

—EF-=%—H—H

1 January 2023

S

1 January 2023

SECEEAH
1 January 2023

“E T =4F—H—H



HKAS I (Amendment)

A E R R 1R (BT A

HKAS 1 (Amendment)

A E R R 1R (BT A)

HKFRS 16 (Amendment)

i P At T U 1 6%
(ERTA)

HK Int 5 (Revised)

i R B AR S BT (REERT)

HKFRS 10 and HKAS 28

(Amendments)

B s S s E RSB 109E M
T g E R 5E285%
(BFTA)
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Classification of Liabilities as Current or
Non-current

R U B N T

Non-current Liabilities with Covenants

B a5 B2 58 00 JF i B B 1R

Lease Liability in a Sale and Leaseback

E &M R HEAE

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

s R REAE ST (BMEHT) MFs R 1)
B — 1 OB 5 AT B I 2R E
PG IR AT B Y 0 B R s
FESESHE (BT

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

P& H R s A R A B R
HrENESEE

RT3 B8R
ZEMBNER
FEER
Effective for
accounting year
beginning on

or after

1 January 2024
SR
1 January 2024
SR
1 January 2024
SR

1 January 2024

SEME A

To be determined

a8
&l

12

The Group will adopt the new and
amended standards and interpretation
when they become effective. The
Group has already commenced an
assessment of the related impact of
adopting the above new and amended
standards and interpretation, none of
which is expected to have a material
impact on the entity in the current or
future reporting periods and on

foreseeable future transactions.
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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.

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), and (ii)
assessed the performance of the operating segments
based on a measure of segment results, including
adjusted profit before tax of the relevant operating

segments.

Management has identified the following four
reportable segments based on the Group’s business

model:

CAM — development and sales of security products
that enable secure distribution and delivery of digital

content to television.

Rapid verification systems and software — equity
investment in entity engaging in development and

sales of rapid verification systems and software.

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

supporting services.
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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 profit before tax
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 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.



DSRS0 NG W <ML O =y s i Other information provided to the CODM is
KNS TS G BRI R R #E — 8- measured in a manner consistent with that as
adopted for the consolidated statement of financial

position contained herein.

2R B 2 ERE
BE+ REGEHEEH ER®E BRAAR Hmam
Rapid
verification
systems and Cloud IC
CAM software services solutions Total
E En En En En
USD USD USD USD USD
BE-Z-"F 1= A For the year ended
=+—-HILEE 31 December 2022
7 Rk A Segment revenue
ANER I A External revenue 13,676,035 - 3871,523 11,863,155 29,410,713
Wi 4 e R I ] Timing of revenue recognition
1F B — e B TR At a point in time 13,676,035 - - — 13,676,035
i — By [ 1 R Over time - - 3,871,523 11,863,155 15,734,678
13,676,035 —  3871,523 11,863,155 29,410,713
AR Segment results 3,238,072 (1,617,798) 399,020 71,094,713 73,114,007
BZ-2-—% 1= A For the year ended
=+t—HLEE 31 December 2021
v & Segment revenue
AR £ External revenue 21,101,619 — 4,027,454 11,123,286 36,252,359
i 4 e 2 g i Timing of revenue recognition
70 3 — IRF B aT At a point in time 21,101,619 - - ~ 21,101,619
e — B IRy [ e 5B Over time - — 4,027,454 11,123,286 15,150,740
21,101,619 — 4027454 11,123,286 36,252,359
RS Segment results 5,376,676 789,730 415,090 12,201,306 18,782,802
RZZE-=ZF+=H Asat31 December 2022
=+—H
oA Segment assets 14,048,719 48,062,146 747,605 110,748,651 173,607,121
MZZBEZ—F+ZH Asat31 December 2021
=+—-H
o Segment assets 14,517,487 52,963,853 1,439,159 99,741,201 168,661,700

15
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AR B A BRI profit before income tax and reportable segment
assets to total assets is provided as follows:
BE+t-A=+—-BLHFE
Year ended 31 December
—_Eg2-= —EgE-—%F
2022 2021
B B
USD USD
WEDEBEE Reporting segment results 73,114,007 18,782,802
UNEID & S/ W AR X i) Corporate and unallocated expenses, net (4,691,674) (9,419,061)
Rl & WA Finance income 105,633 276,234
il LA Finance costs (1,305,043) (1,286,403)
R AT 15 B4 A0 % A Profit before income tax 67,222,923 8,353,572
Rt=ZA=+—H
As at 31 December
—_=E-= —E-—F
2022 2021
B B
USD USD
ARESBEE Reportable segment assets 173,607,121 168,661,700
% JIE BT 15 Bl B E Deferred income tax assets 1,488,848 6,712,200
L/ ERN N & ] Property, plant and equipment 5,641,342 14,876,320
i & Right-of-use assets 1,549,165 2,471,727
CIN QN EE ) Income tax recoverable 5,680 127,779
Bl KB4 S E Y Cash and cash equivalents 48,232,794 18,799,131
NI & i W < g Corporate and unallocated assets 16,710,306 20,379,327
REMBARRRATEEE Total assets per consolidated statement of
financial position 247,235,256 232,028,184

S K BELIR BT 45 B AT v M A b BT ¥R 2y

(a FTEEFEHR

A reconciliation of reportable segment results to

(a) Information of major customer

18,899,000 7t (=& — —4F : 16,602,000
JC) MU E AR B4 (ZF Z—4F  34) H—
SRR F o KB P ARA L B AR N A URA
AR 10% o HH > 7,737,000 0 (&
——4F 1 8,263,0005570) ~ 3,872,000 G (.
Z—4F 1 4,027,000% 7T) $£7,290,0005 T
TR T —4F 4,312,000 50) 4> Bl AR B #1
W MR I S KR B R T SR e

oo
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Revenues of USD18§8,899,000 (2021:
USD16,602,000) are derived from 4 (2021: 3)
single external customers, each of whom
contributed to no less than 10% of the
consolidated revenue of the Group for the
year. Out of these revenues, USD7,737,000
(2021: USD8,263,000), USD3,872,000 (2021:
USD4,027,000), and USD7,290,000 (2021:
USD4,312,000), were from CAMs, Cloud
services, and IC solutions segments,
respectively.
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Hib g AR E i zs - F8

AF A e R ) G A e A B FE AR Wi g Y RE AR

Haug A
T A6 B
HAh
Hih Wiz - FHE
BE 58 0k 25, (5 48) 79 %A
AR 8 B S 2 w1 4
(Ktaz12)

H B — TH] A B 2wl A
(Ktit13)

AR 8 Wi o 2w A

7R A8 55 A T AH AR Y

& Bl Y P E
W i 13 A
HoAts

4 OTHER INCOME AND OTHER GAINS, NET

the year are as follows:

Other income
Government grants
Others

Other gains, net
Exchange gain/(loss), net
Gains on deemed disposal of subsidiaries
(Note 12)
Gain on disposal of a subsidiary (Note 13)

Gain on deemed disposal of associates
Net fair value gains on financial assets at

fair value through profit or loss

Others

17

Other income and other gains, net recognised during

BE+T-A=t—BLEE

Year ended 31 December

—EgE-= —EgE-—%F
2022 2021

e Fr

USD USD
26,394,555 29,445,286
49,567 20,239
26,444,122 29,465,525
384,116 (270,535)
63,649,651 -
22,278,040 -
65,585 886,484
1,525,648 11,790,670
- (546)
87,903,040 12,406,073




BEEE X 5 EXPENSES BY NATURE

FEAB TR I ERA] TR - [8HER Expenses included “cost of sales”, “research and
BB T AT ) R T AR E E 2 development expenses”, “selling and distribution
HIF R expenses”, “general and administrative expenses”

and “net impairment losses on financial assets” are

analysed as follows:

BE+T-A=t—BLEE

Year ended 31 December

—E=-= B —£F
2022 2021
e Fr
USD USD
A% T T < Auditors’ remuneration
— A% B S — Audit services 312,000 509,872
— JF A% B s — Non-audit services 86,486 27,578
& B 45 A B 3 (6145 % 5 M 4 ) Employee benefits expenses (including
directors’ emoluments) 27,410,338 24,484,733
& B A Cost of inventories sold 12,106,111 13,846,619
oAt 4 T 7 4 £ Amortisation of other intangible assets 8,514,727 4,466,367
ERN N R Depreciation of property, plant and equipment
5,346,393 4,412,576
£ AR 7R B TR T IC testing fee 2,926,483 11,078,670
1A FH 5 A B B S Expenses relating to short-term leases 2,135,826 2,325,160
o &R Travelling and entertainment expenses 1,536,770 1,843,208
I /NES D /N i Office supplies and utilities 1,507,467 1,796,835
] — [ W % /A ] 345 A #F 7T # License fee and technical supporting fee paid
PR to an associate 1,191,529 1,239,465
P E E XS] Legal and professional fees 1,176,230 1,293,477
o YR E T 5 Depreciation of right-of-use assets 867,167 558,277
I %Jﬂi%ﬁ%&ﬁﬂg?%ﬁﬂ Other research and development cost paid
AT AL A to IC design service companies 833,333 123,436
) 1 B S AT ) A F 88 B A4S Other research and development cost paid
to universities 752,299 799,350
RE T RE A Royalty expenses 589,549 748,554
MEYZE - B & HESE  Loss on disposals of property,
plant and equipment 553,998 18,946
HCAth A TH Other taxes 212,794 81,977
JEE 45 B AR Advertising costs 156,251 406,679
1 & WA B, (B HE1)  Provision for/(reversal of provision for)
impairment of inventories 87,489 (156,460)
B 5 JE WA TE ek (B A Provision for impairment of trade receivables 42,721 15,520
HAth Others 224,929 466,167
B UAS - DHEEBH 3 - #5% Total cost of sales, research and development
Ry B 3~ — M AT B expenses, selling and distribution expenses,
B 3 DA B 4 il B B general and administrative expenses and
2 AR T R R AR net impairment losses on financial assets 68,570,890 70,387,006
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6 MERK R 6 FINANCE COSTS, NET

BE+tZA=1tT—-HLEE

Year ended 31 December

—_Eg2-= —EgE-—%F
2022 2021
B B
USD USD
A& WA Finance income
SRAT A7 3R FLE A Interest income on bank deposits 105,633 276,234
b & B A Finance costs
GENER=RT RIS a Interest expense on lease liabilities (120,011) (52,509)
SRAT 15 R RS B 3 Interest expense on bank borrowings (1,185,032) (1,233,894)
il R A Finance costs o (1,305,043)  (1,286,403)
BN FEE Finance costs, net (1,199,410) (1,010,169)
7 FRe%imx (ER) 7 INCOME TAX EXPENSE/(CREDIT)
A B T 57 7 R DI A8 97 A [ — ] OO 2 ) B o A subsidiary and an associate of the Group
T 1 — ] B 7 2 ) 2 0 o A B A B R B R established in the Shenzhen Special Economic Zone
A T A 2E T A9 B S E 1Y SR R A 3 - R and Shanghai, respectively have obtained from the
FEMYAHEN _F_RFE RN respective in-charge tax authorities in the PRC as a
] IR 2 15% Y df el A SE T 15 Bl ([ R 3EFRE R D) High/New Technology Enterprises as defined under
EHEER ((SHEMEXEERE]) - &KE_F the New Enterprise Income Tax Law. Such entities
TR A= HIREE s EE AR are entitled to a reduced preferential enterprise
ol i 1) BT B A SE BT AR BB R S 15% (&% = — income tax (“EIT”) rate at 15% (“HNTE
0 15%) o Preferential Tax Rate”) for a 3-year period from

2020 to 2022. An EIT tax rate at 15% (2021: 15%)
was applied to the assessable profit of these entities
for the year ended 31 December 2022.
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N oEFE - NFZHA_+—H > FH Lk gmm
QOITAERL B (BFT) CET790) Bl %) > 51 AW
1 ) A5 B 2R B o g ) R — )\ = A
T NH A A A H A o MR AR
FIAF B0 B > A &R B S 1Y 172,000,0009 JC it
) 5 58.25% 19 Bl 2R BBL - 1M & #42,000,000% 7T
14 Yk ) 1% $216.5% 0 B 2 BOBL o 28 B0 AN 7 s A 15
B AR S IF A5 7 55 il ) 45 B % ol 52 %) B ) s P A
M B 16.5% M 5 — BL R ROBL o WY SR A A5 B R
il B =& — AR — H — H 32 1% B R 1 AR
FEE A —MEFNIEE A ERER -2
CECCHEF T HAZHIREE > FB SR
EARPEAE A, E R B U A 4% 16.5% (—F —— 4 :
16.5%) (Bl R 5T HE 44 o 55 41 i A 00 Bl I8 T 4R 95
A% [ 468 T 7E B R W BLAT R )~ 3 R AR AR
Bl > AR AF 0 A T RE BB 6 A 4% B R A -

20

On 21 March 2018, the Hong Kong Legislative
Council passed “The Inland Revenue (Amendment)
(No. 7) Bill 2017” which introduces the two-tiered
profits tax rates regime. The Bill became law on 28
March 2018 and was gazetted on the following day.
Under the two-tiered profits tax rates regime, the
first HK$2,000,000 of profits of qualifying entities
will be taxed at 8.25% whereas profits above
HK$2,000,000 will be taxed at 16.5%. The profits of
entities that are subject to Hong Kong profits tax but
not qualified for the two-tiered profits tax rates
regime will continue to be taxed at a flat rate of
16.5%. The two-tiered profits tax rates regime is
applicable to a nominated qualifying entity of a
group for its annual reporting periods beginning on
or after 1 January 2018. For the year ended 31
December 2022, Hong Kong profits tax has been
provided at the rate of 16.5% (2021: 16.5%) on the
estimated assessable profit for the year. Taxation on
overseas profits has been calculated on the estimated
assessable profits for the year at the applicable rates
of taxation prevailing in the countries in which the
Group operates, based on existing legislation,

interpretations and practices in respect thereof.



BE+-—A=+t—RHLEE

Year ended 31 December

—_E-= B —F
2022 2021
e e
USD USD
BIEA P8 8 Current income tax
— KRR — Current year 5,264,948 —
ELERBH Deferred income tax
— AR — Current year 4,421,419 (1,573,815)
— KR HERR ST T O AR — Derecognition of deferred income tax
R AEE Jily 75 o ' assets previously recognised 423,883 47,091
_______ fl_,845,302 (1,526,724)
Fre®Hmx (ER) Income tax expense/(credit) 10,110,250 (1,526,724)
BERER 8  EARNINGS PER SHARE
a) - 9N a) Basic

g I AR M AR o ED BN A AR 4R
i ) o DA 2L 8 AT 8 208 5 ) o Y- 2 G B

Basic earnings per share are calculated by
dividing the profit of the Group attributable to
owners of the Company by the weighted

average number of ordinary shares in issue.

BE+t-ZA=1tT—-HLEE

Year ended 31 December

—_Eg2-= —EgE-—%F
2022 2021
AN FIHEA AL T A Profit attributable to owners of
(£78) the Company (USD) 57,186,976 9,844,174
O B8 47 3 48 A i e Weighted average number of ordinary
-2 8 shares in issue 320,356,163 319,854,085
BIREARRF (FT) Basic earnings per share (USD) 0.179 0.031
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b)

e

A A 22 ) 200 O R R AT AE Sh B 3 R
T HE - 4 B DA BT A FT AR EL A AL
8 19 2 4 M A AT o sl A T
B Bk M B R A AT IR O R AT R AL
B ABR W] P (E (R AR B 4R 2 4 -2
B ) BEAT I B H o A5 A R A BT
15 3 TH AR AR B AT O ey A - T
FE A 110 20 R AT B B R 2 B b
YRR B or B > DARH S B I 2 A o

b)

Diluted

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

per share.

BEt+t-ZA=1tT—-HLEE

Year ended 31 December

—s-= - -
2022 2021
Ay F A N AL i A Profit attributable to owners of
(%78) the Company (USD) 57,186,976 9,844,174
O AT 28 Y Weighted average number of ordinary
Jin R - 35 8 shares in issue 320,356,163 319,854,085
il JS 5 % Adjustments for share options 2,412,483 3,202,828
MR AE G R EEE & A Adjusted weighted average number of
(1) A8 3 3t 5 ik ordinary shares for diluted earnings
TIHE S 2 8 per share 322,768,646 323,056,913

i Jle 4 1 A (55 0T)

22

Diluted earnings per share (USD)




BE 9 DIVIDENDS

BE+t-ZA=1T—-HLEE

Year ended 31 December

—Eg-— —EgE-—%F
2022 2021
FIL B
USD USD
$5E VR A W LS B 60.01# € Proposed final dividend of HK$0.01
(FH %5 14 #70.001 3 70) (equivalent to approximately USD0.001)
(ZFZ—4 :0.01% T (2021: HK$0.01 (equivalent to
(FH %5 12 #10.001 3£ 7T) ) approximately USD0.001)) per share 410,922 408,208
B E - —F 1T A=t —HILFEN R K The final dividend for the year ended 31 December
& 75408,2083% 7T (£ M20.0 195 7T (145 TR 470.001 3% 2021 amounted to USD408,208 (HK$0.01
JB)) BN R T YA (D F T — A (equivalent to approximately USDO0.001) per share)
411,605% 6 (45 10,01 76 (B %8 1 £50.001 3 (2021: USD411,605 (HK$0.01 (equivalent to
L)) o WME E T A= —HILEED approximately USDO0.001) per share)) was paid in
KBH A% B A B 0.0138 0 (FHZE R 450.0013E 7T) > 2022. A final dividend in respect of the year ended
5 B £5410,9225 00 > M A AR R RIS A B Y 31 December 2022 of HK$0.01 (equivalent to
AR e 1 2 o I K A A S TE HA A approximately USDO0.001) per share, amounted to a
U AE AR > ik — =~ —AFE+ - H=1—H total dividend of USD410,922 will be proposed at
W 4 B BS HR 35 v e ke 3 TE A I B, o the upcoming annual general meeting of the

Company. This proposed final dividend is expected
to be an appropriation from share premium and is
not reflected as a dividend payable in the
consolidated financial statements as at 31 December
2022.
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BENEMEKRITEBEBRFENHIE 10 TRADE AND OTHER RECEIVABLES AND

PREPAYMENTS
R+=HA=+—8H
As at 31 December
B —_E-—F
2022 2021
Mt 7 e e
Note USD USD
FEUS SRS =5 9 & &) 3 H Trade receivables from third parties (a) 3,747,512 5,808,980
JRE e — 44 B W 7 1 2 ) Trade receivables from a related party
IH (a) 642,902 -
W B S R IR Less: Provision for impairment of
HERIERER trade receivables (1,258,264) (2,117,306)
B 5 MR T — 15 8R Trade receivables — net 3,132,150 3,691,674
FAAT 5 = 5 B #KIH Prepayments to third parties (b) 3,319,210 13,905,595
TEAT — 24 BB 5 1 3 E Prepayment to a related party (c) 5,169 15,057
FAAT — [ W2 /A " 2 JH Prepayment to an associate (c) 287,167 1,168,499
e S SR 4 Notes receivable 73,163 48,508
5 = e I HAth Deposits and other receivables from
JE WAz 3K TE third parties (b) 2,182,847 13,120,718
B8 Wi 7 e i S oA Deposit and other receivables from
JRE Wi K related parties () 583,189 812,578
9,582,895 32,762,629
- R RV Less: Non-current portion (217,971) (5,053,931)
9,364,924 27,708,698
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M1EE - Note:
Trade receivables

(a) E 5 MElIAE (a)

BoFEDCEF A= H R
H 10 B o) ME WK I AR 70 AT A

As at 31 December 2022, the ageing analysis
of the trade receivables based on invoice date

is as follows:

(b)

R+=A=+-—H

As at 31 December
—_Eg2-= —EgE-—%F
2022 2021
B B
USD USD
30K AN Within 30 days 3,078,779 3,574,196
31260K 31 to 60 days - 7,591
61 290K 61 to 90 days 48,283 44,898
912180k 91 to 180 days 17,676 51,120
1818365k 181 to 365 days - 14,689
365K Over 365 days 1,245,676 2,116,486
4,390,414 5,808,980

WoE - HFEF A=+ —H HMNE =
J5 BRI L A B AR R B R L T RS
() 78 A5 IR B W A82,905,74555 8 (& L —
4 8,448,638%T0) o N EFE _—4HF+H
= —H o oA RE AR = 0 0 R OE L EE B
PSR E;ﬁgﬁﬁgﬁlﬁ@ﬂ”ﬁﬂﬁlmﬁ H
N R ¥52,325,30000 (fH 55 it 8,206,989 %
JC) - HAEBOCREE “F - 4FE+ A
= — H 1R R RO o

25

(b)

As at 31 December 2022, prepayments to
third parties include prepaid service costs in
relation to the IC solutions business of USD
2,905,745 (2021: USDS,448,638). As at 31
December 2021, other receivables from third
parties include receivable from Shenzhen
Municipal Government of RMB52,325,300
(equivalent to USDS8,206,989) in relation to
the national science and technology project.
The balance was fully recovered during the
year ended 31 December 2022.



(c)

B EFECCET A=+ —H o EERE

fRLVTIHHE ¢

T Wi — 44 B W 7 2
A

Te) — 44 I8 Wt 7 S A 4%

A Wi — 44 IR W 7 K 0H

FE AT — 44 [ W 0 kA

T — ] 2 2 ) K0H

Trade receivables from a
related party
Deposit to a related party

Receivable from a related party
Prepayment to a related party

Prepayment to an associate

i) M-FZ_HFTA=+—HME
WK T 2R B E @RI &L )
85 B H BIE 90K B 1 o E i 3 IH
4 B 2 AR R AR AR o AR S
O ST R W 7 40 R SELAE e HE AR

(i) FZAREHE M EIEFEER LA NE
Bk BUANRBEGHE -

26

(¢)  As at 31 December 2022, the amounts

represent the following items:

Kt it
Note

@
(ii)
(1ii)
(iv)
)

Note:

@

(ii)

R+=—A=+—H

As at 31 December
—_E-= —EBE-—F
2022 2021
E e
USD USD
642,902 -
506,977 747,580
76,212 64,998
5,169 15,057
287,167 1,168,499

The receivables as at 31 December
2022 arise mainly from sales
transaction to Jianchuang and are due
on 90 days after the date of sales. The
receivables are unsecured in nature and
bear no interest. No provisions are held

against receivables from the related

party.

The amount represents rental deposit
paid to Shenzhen Digital TV
denominated in RMB.



(iii)

(iv)

v)

JAE W — 1 T B O ) S ) SR T (L B
HA P EARE > W B AL ITRME -
JE WA B i 7 ) T R ISR AT - S B K
JEE TSR MR -

% K AR 1) OF 1 BT TR A S A G AR

SR UARMFHE -

% K TE AR TEAS T — M A A R
EE- Y S BEEE &

11 EBESEMNRE

MR AR A S H o BN
7 55 JE {5 S SE B B 40 B BT T

30K AN
31290k
91 %E 180K
181 365K
365K

Less than 30 days
31 to 90 days

91 to 180 days
181 to 365 days
Over 365 days
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(iii)

(iv)

)

The carrying amounts of amount due
from a related party approximate their
fair values and are mainly denominated
in USD. The amounts due from a
related party are unsecured,
non-interest bearing and repayable on

demand.

The amount represents rental
prepayment made to Shenzhen Digital
TV denominated in RMB.

The amount represents prepaid license
fee and technical supporting fee to an

associate.

TRADE PAYABLES

As at 31 December 2022, the ageing analysis of the

trade payables based on invoice date is as follows:

R+=—HA=+-—H

As at 31 December
—_Eg2-= —EgE-—%F
2022 2021
E e
USD USD
597,329 972,356
133,709 12,306
14,462 19,502
51,423 72,642
105,298 169,333
902,221 1,246,139
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BAEELEME 2 AW

WEH A —F LA Z+ = H i R RE g
hak > A\ 28 B 4 R AR T (I A RR
AR (TBEMER) REms TE T RESE KA T
F5 T & 85 R 402 B RE A RS %5420,000,000 7T >
R A 7] 4 BB 2 ) TR I I3 s B B A PR 4
(TSR ) 2 5B RE & L 4051.22% % 1 o 2
T TAEF A HE RS AL TR
I3 fof s B B 1 I HE 0 £48.78% > WA AR E
B JBS 2 F) T A A AN A A B N A e

12

GAINS ON DEEMED DISPOSAL OF
SUBSIDIARIES

Pursuant to an equity transfer agreement dated 23
September 2022, SMIT Group Limited (“SMIT
Shenzhen”), a wholly-owned subsidiary of the
Company, agreed to transfer the non-paid up equity
interest of RMB420,000,000, which represents an
aggregate of approximately 51.22% equity interest
of the entire equity interest Shenzhen SMIT Xintech
Co., Ltd. (“SMIT Xintech”), a wholly-owned
subsidiary of the Company, to several independent
investors and employee shareholding platforms.
Upon completion of the transaction on 14 October
2022, the equity interest of SMIT Xintech held by
the Group was diluted to 48.78% and ceased to be a
wholly-owned subsidiary and became an associate of

the Group.
KT
USD
TIGES R 45 48.78% L AE 1) 28 - (H Fair value of 48.78% equity interest of SMIT Xintech 56,339,615
B Direct expense (230,797)
56,108,818
B E AT E Less: net deficit disposed of
Bl K B S5 E Cash and cash equivalents (6,211,617)
B 5 BE WS IH Trade receivables (102,623)
JFL A 8 oSk T B A KA Other receivables and prepayments (3,625,941)
L ERN N & i Property, plant and equipment (4,584,751)
iR E Right-of-use assets (1,251,069)
oAt TR & Other intangible assets (6,063,139)
i AHE R AR E Investment accounted for using the equity method (6,045,288)
B 5 AT K IH Trade payables 118,651
JRE Tt e e Ath B A R I Accruals and other payables 4,106,816
RATIE K Bank borrowings 1,408,490
B AT — ] B g 2 =) 3K IR Amount due to a related company 15,648,406
HEH 1R Lease liabilities 1,313,796
EAE YA Deferred income 12,214,528
JA AR Hh B A% 458 ] 9 REE S0, 44 Exchange reserve released upon deemed disposals 614,574
PAAE 85 B 2w Ui 2 Gain on deemed disposals of subsidiaries 63,649,651
PUAE 85 2 A 1 B 4 0 b VR Net cash outflow arising from the deemed disposals
BB S KB ESFEY Cash and cash equivalents disposed of 6,211,617
BB X Direct expense 230,797

6,442,414
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HE— B EQ A RS
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GAIN ON DISPOSAL OF A SUBSIDIARY

On 23 December 2022, SMIT Shenzhen and
Shenzhen SMIT Jingrui Co., Ltd. (“SMIT Jingrui”),
a wholly-owned subsidiary of the Company, entered
into an equity transfer agreement with S2C Limited
(“S2C Shanghai”), an associate of the Company,
pursuant to which SMIT Shenzhen agreed to sell,
and S2C Shanghai agreed to purchase, the entire
equity interest in SMIT Jingrui for a consideration
of RMB160,000,000 (equivalent to USD22,715,657).
Upon completion of the transaction, SMIT Jingrui
ceased to be a subsidiary of the Company and

become an indirectly held associated company of the

Company.
e
USD
B4 R1E Cash consideration 22,715,657
B Direct expense (41,154)
22,674,503
W R E R Less: net assets disposed of
Bl KB & EEY Cash and cash equivalents (138,713)
At JRE WSO R T B T A R Other receivables and prepayments (17,143)
ERN & Property, plant and equipment (876,367)
JE 2 B At JRE A 3K IH Accruals and other payables 612,459
A B A% 8 ] A B S fat 4 Exchange reserve released upon disposal 23,301
0 — [T B RS 2 W) i 25 Gain on disposal of a subsidiary 22,278,040
Hh B E A Y B A Net cash inflow arising from the disposal
O B e A Cash consideration received 22,715,657
o B S R SEEY Less: Cash and cash equivalents disposed of (138,713)
B Direct expense (41,154)
22,535,790
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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 actively developed the
semi-conductor IC smart technology business,
gradually expaned into the two main new
business lines of cloud service and integrated
circuit (“IC”) solutions.

CAM

For the year ended 31 December 2022, the Group
recorded revenue of approximately USD13.7
million from CAM, around 35.2% less than last
year, and accounted for around 46.5% of the
Group’s total revenue. The European market
(excluding Russia) remained the largest market
for the Group’s CAM sales business, and made
up around 64.1% of total CAM sales, which was
approximately 25.4% less than the previous year.
The share of revenue from Russia accounts for
about 3.1% of CAM’s total sales, which
decreases about 89.4% year on year. Other
emerging markets, accounted for approximately
14% of the Group’s total CAM sales, reported a
year-on-year decrease of around 4.4%. The
Mainland China market contributed
approximately 18.8% of the Group’s total CAM
sales, representing an increase of around 4.1%

year-on-year.
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The year-on-year decrease in sales to the
European region, the largest market for CAM
products, was mainly due to the energy crisis
caused by the conflicts between Russia and
Ukraine, which directly led to large-scale
inflation in European countries, increase in
unemployment rate, weakening the consumption
power of the public and they tends to purchase
low-price OTT programs with flexible payment,
which had a great impact on the DVB programs
of operators. The sales volume of OTT box and
the powerful hybrid box increased, while the
demand for traditional STB and CAM declined.
The year-on-year decrease in sales in Russia
region was also due to the impact of the conflicts
between Russia and Ukraine. The European
countries imposed several rounds of sanctions
against Russia. A number of CA companies have
completely stopped trading with Russian
customers. The Group are still trying to resolve
the transaction mechanism with the major
customers in Russia region. The year-on-year
decrease in sales in emerging markets was mainly
due to the fact that operators in Kenya, the major
market, reduced the scale of hardware
procurement due to the social unrest in the year
of election; Uganda’s CAM inventory
consumption was slow due to rising prices caused
by inflation. A number of projects in the
domestic market have completed the joint
research and development of iterative products
and entered the stage of field testing or
acceptance promotion. However, the shipment
was delayed due to the impact of the pandemic
last year, resulting in a decrease in regional sales
as compared with last year.
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In the face of domestic and international tensions
last year, the Group’s CAMs did not stop the
pace of technical upgrading and product
development. In the European market, the
integration of the new platform of cardless CAM
and smart card CAM, the new platform switching
for major customers in Russia and the customised
products for operators have been steadily
advanced and passed the certification; In terms of
CI + 2.0 product commercialization, emerging
markets have been successfully integrated into a
number of well-known TV brands, and the
marketing in India and Africa has been fully
launched. In the domestic market, on the basis of
the existing large-scale hotel projects, the Group
continued to innovate the USB dongle product
series and obtained orders from a number of
cable operators, and brought along new demand
for integration solutions. In addition, we further
expanded our technology in the joint
development project of top enterprises for
content protection applied to UltraHD Unified
Multi Media Interconnection. In 2023, the full
opening of domestic and foreign epidemic
policies and the gradual recovery of various
exhibitions will bring new opportunities for the
new product lines that are well prepared.

Cloud Services

The Group started to engage in the business of
verification cloud services on efficient design in
2020. The existing cloud services business
mainly provides remote verification services of
calculation capability to customers through the
centralized deployment of front-end verification
tools for integrated circuit design.

For the year ended 31 December 2022, revenue
from the Group’s cloud services was
approximately USD3.9 million, representing
approximately 13.2% of the total revenue,
representing a decrease of around 3.9%
year-on-year.
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IC Solutions

For the year ended 31 December 2022, revenue
from the Group’s IC solutions was approximately
USD11.9 million, representing approximately
40.3% of the total revenue. Research and
development expenses were approximately
USD35.4 million, representing approximately
118.1% of the total revenue. The research and
development expenses of the IC solution included
the R&D staff cost and other R&D expenditures
of SMIT Xintech and SMIT Jingrui prior to their
disposal.

In 2022, the Group actively carried out academic
discussions with the government and universities
after the pandemic gradually recovered, and
attended various forums and exhibitions to
conduct in-depth technical exchanges. In parallel
with business expansion and research and
development, the Group participated in more
market-oriented joint development projects and
continuously enriched its product portfolio. New
product lines such as smart sensing solutions
have launched a number of new products during
the year and gradually formed the order scale. In
addition, the Group also put great emphasis on
the control on cost and inventory of products,
strengthening supplier management, reducing
outsourcing processing fee rate, ensures
production quality while completing order
delivery on time, and improves warehouse
management efficiency and production safety by
retrofit the warehouse to streamline the usage

arca.
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FINANCIAL REVIEW
Revenue
For the year ended 31 December 2022, the Group

generated revenue of USD29.4 million,
representing a decrease of around 18.9%

BERD c ISR ER DT ¢ compared with 2021. The slight decrease in
revenue is mainly attributable to decline of CAM
sales. The following table shows revenue
breakdown by business segments:

BE+t-A=+—-HL=EFE
Year ended 31 December
—E-= —E-—fF
2022 2021
F #9571 %  HHFET % EEIA
USD million % USD million % Change in %

PR CAM 13.7 46.5 21.1 58.3 (35.2)%

TR B Cloud services 3.9 13.2 4.0 11.0 (3.9)%

CN R RS IC solutions 11.9 40.3 11.1 30.7 6.7%

294 100 36.2 100 (18.9)%

EMNEEFRXR Gross Profit and Gross Profit Margin

BE_ZX - _HF T+ _H=1T—HILFEMNE
A2 1IBEEE L B_F = —F D
201% > EFEHRHE REETHEB LY £
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Gross profit amounted to USDI12.1 million for
the year ended 31 December 2022, representing a
decrease of 29.1% compared with 2021 mainly
due to drop in CAM sales orders. Gross profit
margin decreased by 6% year-on-year to 41.3%,
which was mainly attributable to decline in gross
margin of CAM.

Other Income

Other income mainly include government
subsidies in research and development. For the
year ended 31 December 2022, other income
were USD26.4 million, decreased by 10.3%
compared with 2021, which was mainly due to
the completion of certain government projects in

prior year.
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Research and Development Expenses

Research and development expenses mainly
include salaries and benefits of the Group’s
research and development staff, rental and office
expenses, CA certification fees, professional
service fees and transportation and lodging.
During the year ended 31 December 2022,
research and development expenses decreased
from USD38.5 million to USD38.1 million,
mainly due to the disposal of subsidiaries in the
fourth quarter of the year causing the slight
reduction of research and development
expenditure.

Selling and Distribution Expenses

Selling and distribution expenses mainly include
salaries and benefits of sales and marketing staff,
marketing, training and promotion expenses,
travel and entertainment and rental and office
expenses. For the year ended 31 December 2022,
sales and distribution expenses were USDI1.6
million, decreased by 13.8% compared with
2021, which was mainly attributable to decline in
marketing expenditure in the current year.

General and Administrative Expenses

General and administrative expenses mainly
include salaries and benefits of management,
administrative and finance staff, professional
service fees, rental and office expenses, provision
for impairment of trade receivables, and travel
and entertainment. For the year ended 31
December 2022, general and administrative
expenses amounted to USD11.5 million,
remaining flat from the year ended 31 December
2021.
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Income Tax Credit/Expense

Income tax expense consists of PRC corporate
income tax and Hong Kong profits tax for PRC
and Hong Kong subsidiaries of the Group
respectively. Income tax expenses changed from
a tax credit of USDS$1.5 million for the year
ended 31 December 2021 to an expense of
USDS$10.1 million for the year ended 31
December 2022. The increase in tax expenses
was mainly due to the income tax expenses arose
in association with the disposal of SMIT Xintech
and SMIT Jingrui.

Profit for the Year

Profit for the year ended 31 December 2022
amounted to USD57.1 million, compared with a
profit of USD9.9 million for the year ended 31
December 2021. The increase in profit was
mainly attributable to the equity transfer gain
resulting from the completion of disposal of
partial equity interest in Shenzhen SMIT Xintech
Co., Ltd. during the year.

Liquidity, Financial Resources and Debt
Structure

The Group maintains prudent treasury policy and
financial risk management, sufficient banking
facilities and bank balances are available to meet
the cash needs of the Group’s operations and
research and development activities. Liquidity
and cashflow needs of Group are regularly and
timely reviewed by the financial department and
management.
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The Group continued to maintain a sound
liquidity position. As at 31 December 2022, total
cash and cash equivalents of the Group amounted
to USD48.2 million (as at 31 December 2021:
USD18.8 million) and were mainly denominated
in RMB and US dollars, respectively. The Group
recorded net current assets amounting to
USD25.4 million (as at 31 December 2021:
USD12.3 million). The Group’s current ratio,
calculated by dividing total current assets by total
current liabilities, was 168.8% (as at 31
December 2021: 130.6%).

As at 31 December 2022, the Group’s bank
borrowings were USD16.9 million (2021:
USD28.4 million) and with lease liabilities
USDI1.7 million (2021: USD2.6 million). All
borrowings of the Group are at floating interest
rates and denominated in RMB (2021: USD$18.0
million at fixed rate, USD$10.4 million at
floating rate, all borrowings dominated in RMB).
No restricted bank deposit had been pledged for
the bank borrowings (2021: Nil). No hedging
activity had been carried out by the Group.
Gearing ratio of the Group, as calculated by
dividing total bank borrowings by total equity,
was 9% (2021: 20.5%) as at 31 December 2022.
Apart from the above bank borrowings, the
Group had unutilised banking facilities of
RMB62 million (equivalent to USD8.9 million)
in Mainland China (2021: had unutilised banking
facilities of RMB204 million (equivalent to
USD32.0 million) in Mainland China). Save as
disclosed above, the Group did not have any
other outstanding indebtedness or any
outstanding or authorised but unissued debt
securities, term loans, other borrowings or
indebtedness in the nature of borrowings,
acceptance credits, hire purchase commitments,
mortgages and charges, contingent liabilities or
guarantees outstanding.
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Capital Commitments

For the year ended 31 December 2022, the Group
has capital commitments amounted to USDO.1
million (2021: USD6.5 million) contracted, but
not provided for, and did not have any authorised

but not contracted for capital commitments
(2021: Nil).

Significant Investment

As at 31 December 2022, the Group had equity
securities investments in a total of six (2021: six)
unlisted companies and had interest in an unlisted
fund with an aggregate fair value of
approximately USD25.0 million (2021: USD25.0
million).

Details of a significant investment are disclosed
below as the size of this investment exceeded the
5% threshold under paragraph 32(4A) of
Appendix 16 to the Listing Rules.

On 19 November 2020, the Group acquired 10%
equity interest of X-Times Design Automation
Co., LTD (“X-Times”), a company incorporated
in the PRC, at a total consideration of
RMB5,000,001 (equivalent to US$752,831).
X-Times is mainly engaged in the provision of IC
design services which is currently in the early
development stage. During the year ended 31
December 2021, X-Times entered into capital
injection agreement with certain independent
corporate investors from the PRC who agreed to
purchase additional share of X-Times, the equity
interest of the Group in X-Times was diluted
from 10% to approximately 4.7%. During the
year ended 31 December 2022, X-Times further
entered into capital injection agreement with
certain independent corporate investors from the
PRC who agreed to purchase additional share of
X-Times, the equity interest of the Group in
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X-Times was further diluted from 4.7% to
approximately 4.2%. As at 31 December 2022,
the fair value of the equity interest in X-Times
held by the Group was approximately
USD15,512,000,
Group’s total assets as at 31 December 2022. Fair

representing 6.3% of the

value gain of approximately USD2,356,000 was
recognised in the consolidated income statement
of the Group for the year ended 31 December
2022. No dividend has been distributed by
X-Times since establishment. The investment is
not financial assets held for trading. The Group
considers this as a strategic investment which
broaden the Group’s IC solution business
segment. The Group will review its investment
strategy regularly.

Save for those disclosed in this announcement,
there were no other significant investments held
by the Group as at 31 December 2022.

Material Acquisition and Disposal of
Subsidiaries and Associated Companies and
Future Plan for Material Investments or

Acquisition of Capital Assets

Pursuant to an equity transfer agreement dated 23
September 2022, SMIT Shenzhen agreed to
transfer the non-paid up equity interest of
RMB420,000,000, which represents an aggregate
of approximately 51.22% equity interest of the
entire equity interest SMIT Xintech, to several
independent investors and employee shareholding
platforms. Upon completion of the transaction on
14 October 2022, the equity interest of SMIT
Xintech held by the Group was diluted to 48.78%
and ceased to be a wholly-owned subsidiary and
became an associate of the Group.
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On 23 December 2022, SMIT Shenzhen (a
wholly-owned subsidiary of the Group) and
SMIT Jingrui entered into an equity transfer
agreement with S2C Shanghai, pursuant to which
SMIT Shenzhen agreed to sell, and S2C Shanghai
agreed to purchase the entire equity interest in
SMIT lJingrui for the consideration of RMB160
million (equivalent to approximately USD22.7
million). Upon completion of the transaction,
SMIT Jingrui ceased to be a subsidiary of the
Group and became an indirectly held associated
company of the Group.

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

Save for those disclosed in this announcement,
there were no other material acquisitions or
disposals of subsidiaries, associated companies or
joint ventures during the year ended 31
December 2022.

Contingent Liabilities

As at 31 December 2022, the Group did not have
any significant contingent liabilities.

Currency Risk and Management

The Group’s sales are primarily made in Europe,
in US dollar-denominated transactions and the
PRC, in RMB-denominated transactions. Sales of
CAM were predominantly denominated in US
dollars while sales of IC smart technology was
predominantly denominated in RMB and Hong
Kong dollars. The Group’s costs of production
are predominantly denominated in RMB.
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For the year ended 31 December 2022, the Group
did not enter into any foreign currency forward
contracts or use any derivative contracts to hedge
against the risk arisen from its currency exposure.
The Group manages its currency risk by closely
monitoring the movement of foreign currency
rates and may consider hedging significant
foreign currency exposure should the need arise.

Employees and Remuneration Policy

For the year ended 31 December 2022, the Group
employed about 171 employees (31 December
2021: 392),
Mainland China, 11 in Hong Kong and 2 in other

of whom 158 were based in

countries around the world. For the year ended
31 December 2022,
salaries, social insurance, provident funds and

staff costs (including

share incentive plan) amounted to USD27.4
million in aggregate, representing 93% of the
total revenue of the Group.

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

OUTLOOK

The global semiconductor industry remains in a
critical state, with several chip giants facing
sharp declines in market revenue due to a sharp
slowdown in demand, and facing severe pains
such as management pay cuts, significant layoffs,
inventory backlogs and plummeting prices. In
response to the blockade and restrictions imposed
by the United States on the semiconductor
industry, global semiconductor equipment
companies have been adjusting their Asian
footprint and China has started to take
comprehensive countermeasures. Under this
changing situation, the Group actively adjusted
its strategic deployment and adopted
differentiated development strategies for different
areas of IC design, with its existing digital TV
encryption technology and emerging smart
sensing technology solutions being continuously
developed during the year.
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For the CAM business, the European market,
including Russia, has been closely following up
on product switching of key operators’ projects,
working with CA companies to promote product
sales in line with changes in the cooperation
model, and studying new trading options. The
emerging markets, we will actively cooperate
with customers to apply for important product
licenses, such as SGS in the African market, and
maintain good communication with customers to
explore opportunities for new products such as
USB CAM. In the domestic market, we will
strive to capture the existing market share of
cable network, and discuss with major CA
partners to implement similar functions of Hybrid
STB in Smart TV using App plus CAM. We have
already started to deploy and promote the
corresponding products.

In respect of cloud services business, the Group
will continue to secure orders and ensure the
quality of its after-sales service. Meanwhile, the
Group will improve the complementary pre-sales
and after-sales management protocol to provide
an outstanding services on customers support and
maintenance and safety of the cloud platform
core equipments.

For the business of IC solutions, the Group will
pay close attention to industry dynamics
externally, actively participate in industry
exchanges, and seek new opportunities in
business transformation in conjunction with its
own strategic layout. We will make full use of
our industry advantages, maintain communication
with upstream and downstream, integrate
resources in the industry chain synergy, and
strive to achieve new market growth points
through endogenous effect. Internally, we will
continue to improve our talent management
mechanism, cultivate and strengthen our
backbone team. We will improve our R&D
incentive system, strengthen project development
and management in order to establish a mature
intellectual property system.
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IC is a national pillar, and IC design is a field
that is the most knowledge-intensive, accounting
for the largest proportion of the industrial chain
and the most competitive in this industry. With
the promulgation of a series of incentive policies
and preferential measures, mature domestic
design enterprises have blossomed and the
demand for talents in the IC design industry is
increasing day by day. Taking the strategic
change as an opportunity, the Group will
continue to explore product development and
market expansion in the field of chip design to
seek solid and stable market growth points. We
will combine capital deployment with strong
policy support, fully integrate resources from the
government and universities, diversify strategic
deployment while improving the incentive
mechanism for talents. With the stable and rising
technology base in the industry chain, we closely
cooperate with upstream and downstream parties
and continue to pay attention to supply chain
optimization in order to enrich the product matrix
and ensure cost efficiency at the same time. The
Group aims to enhance its comprehensive
strength and create greater value for
shareholders.
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SIGNIFICANT EVENTS AFTER THE END
OF THE REPORTING PERIOD

No significant event has occurred after the end of
the Reporting Period and up to the date of this
announcement.

ANNUAL DIVIDEND

The Board recommended the distribution of an
annual dividend of HK$0.01 per Share for the
year ended 31 December 2022 (year ended 31
December 2021: HK$0.01 per Share).

EXPECTED PAYMENT DATE OF THE
PROPOSED FINAL DIVIDEND

Upon approval by the shareholders of the
Company at the forthcoming annual general
meeting of the Company (the “2023 Annual
General Meeting”) to be held on 29 May 2023,
the proposed final dividend is expected to be
payable on 19 June 2023 to the shareholders
whose names appear on the register of members
of the Company on 7 June 2023.
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CLOSURE OF REGISTER OF MEMBERS

(@)

(b)

Entitlement to Attend and Vote at the
2023 Annual General Meeting

The transfer books and register of members
of the Company will be closed from
Tuesday, 23 May 2023 to Monday, 29 May
2023 (both days inclusive), during which
period no transfer of shares in the Company
will be effected. In order to qualify for
attending and voting at the 2023 Annual
General Meeting, all duly completed
transfer forms, accompanied by the relevant
share certificates, must be lodged with the
Company’s Hong Kong branch share
registrar and transfer office, Computershare
Hong Kong Investor Services Limited, at
Shops 1712-1716, 17th Floor, Hopewell
Centre, 183 Queen’s Road East, Wan Chai,
Hong Kong no later than 4:30 p.m. on
Monday, 22 May 2023 for registration.

Entitlement to the Proposed Final Dividend

The proposed final dividend will be payable
to shareholders whose names appear on the
register of members of the Company on
Wednesday, 7 June 2023. The transfer
books and register of members of the
Company will be closed from Friday, 2
June 2023 to Wednesday, 7 June 2023 (both
days inclusive), during which period no
transfer of shares in the Company will be
effected. In order to qualify for the
proposed final dividend, all duly completed
transfer forms, accompanied by the relevant
share certificates, must be lodged with the
Company’s Hong Kong branch share
registrar and transfer office, Computershare
Hong Kong Investor Services Limited, at
Shops 1712-1716, 17th Floor, Hopewell
Centre, 183 Queen’s Road East, Wan Chai,
Hong Kong no later than 4:30 p.m.
Thursday, 1 June 2023 for registration.
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ANNUAL GENERAL MEETING

The 2023 Annual General Meeting of the
Company will be held on Monday, 29 May 2023.
Notice of the 2023 Annual General Meeting will
be published and dispatched to shareholders in
due course.

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

During the year ended 31 December 2022,
neither the Company nor any of its subsidiaries
has purchased, sold or redeemed any of the

Company’s listed securities.
PUBLIC FLOAT

Based on information that was publicly available
to the Company and to the best knowledge of the
Board, as at the date of this announcement, the
Company maintained the prescribed public float
of no less than 25% under the Rules Governing
the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”).

CHANGES IN DIRECTOR’S INFORMATION

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

Mr. Huang Xueliang, the Board Chairman of the
Group, resigned from Board Chairman of
Shenzhen State Micro Science and Technology
Co. Ltd (ZYI T B W B30 A R 2 Al
company engaged in the research and
development of integrated circuit design on 7
July 2022. He resigned from Board Chairman of
Shenzhen Smart Device Technology Co., LTD
(V& I i 4 2% %% ?Eimﬂ&%ﬁﬁﬁ/\? a
high-tech company focus on smart screen and
machine intelligence on 23 February 2022. He
resigned from Board Chairman of S2C Limited
(= i B RS A S B0l A A FR 2 #]) (Formerly
named as S2C Shanghai Co., Ltd (R @705 (L %)
HEBHRARATA)) on 7 November 2022.
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On 19 August 2022, Mr. Shuai Hongyu resigned
from Executive Director of the Group.

Mr. Zhang Junjie, the Independent Non-executive
Director of the Group, resigned from Director of
Suzhou Xinrui Alloy Tools Co., Ltd (% JH Hr 8
& LR MGARA A (Stock Code: 688257),
an international High-end Technology Enterprises
specializing in Carbide products and mining
drilling tools on 9 October 2022.

Mr. Jin Yufeng, the Independent Non-executive
Director of the Group, resigned from Independent
Director of Shenzhen Cozhou Electronics Co.,
Ltd. (ZE I 17 [F] 1 & 1 B fn A FR 2 &) (Stock
Code: 002052), a High-end Technology
Enterprises listed on the main board of Shenzhen
Stock Exchange and focusing on providing
leading smart home products and services on 3
February 2023.

Mr. Woo Kar Tung, Raymond, the Independent
Non-executive Director of the Group, resigned
from Independent Non-executive Director of IRC
Limited (8L B & A R 2 w) (HKEX stock
code: 1029), an industrial commodities producer
listed on the Main Board of the Stock Exchange
on 25 May 2022.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Company has adopted the Corporate
Governance Code and Corporate Governance
Report (the “CG Code”) contained in Appendix
14 to the Listing Rules as its own code of
corporate governance since the listing of the
Company’s shares on 30 March 2016. The
Company has complied with the code provisions
of the CG Code set out therein except for the
code provision C.2.1 of the CG Code throughout
the year ended 31 December 2022.
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Pursuant to CG Code provision C.2.1, the role(s)
of chairman and chief executive should be
separated and should not be performed by the
same individual. As the duties of chairman and
chief executive of the Company are performed by
Mr. Huang Xueliang, the Company has deviated
from the CG Code provision C.2.1. The Board
believes that it is necessary to vest both the roles
of chairman and chief executive in Mr. Huang
Xueliang due to Mr. Huang Xueliang’s extensive
experience in the industry, personal resume and
the critical role played by Mr. Huang in the
Group and its past development. The Board
believes the dual role arrangement provides
strong and consistent leadership and is critical for
efficient planning and management of the Group.
As all major decisions are made in consultation
with the members of the Board, and there are
three independent non-executive Directors in the
Board offering independent perspectives, the
Board is therefore of the view that there are
adequate safeguards in place to ensure sufficient
balance of powers within the Board. The Board
will also continue to review and monitor the
practices of the Company for the purpose of
complying with the CG Code and maintaining a
high standard of corporate governance practices
of the Company.

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

The Company has adopted the Model Code as set
out in Appendix 10 to the Listing Rules as the
code of conduct in respect of transactions in
securities of the Company by the Directors.
Having made specific enquiries with all the
Directors, the Company confirms that all the
Directors have complied with the required
standard as set out in the Model Code during the
year ended 31 December 2022.



BEREES

F L B G e WA A PG A A 4R
o R =i W DS R A e < ) M AN (B2
il LA R IE > iR
T H =4 — H IR E AR A -

BB R T E

A A2 B ) A% BRI > A s ROK 3 & EE AT S35 S T
CMAEE#gEE X - Ft+_H=1+—H
IEFEENW L ER AT ARAEEREE
FEoFtT A=t BHILEEWNEGE S MB
RV ~ 4i BB MI R R~ SE A s B £ &
AH B B 5E B 2 B B A A [ R AR ) BB AR
A A5 i 3% T B A BORRAZ B — B - B = ik
B F AT S BS B UL AT 1 A S Rl B R
B o R R T g K A € F R S I Ok 3
WA SE AR A 3 AT o] A L al BE R A e

50

THE AUDIT COMMITTEE

The audit committee has reviewed with the
Company’s management the accounting
principles and practices adopted by the Group,
and has discussed auditing, internal control and
financial reporting matters, including the review
of the annual results for the year ended 31
December 2022.

SCOPE OF WORK OF THE AUDITOR

The figures in respect of the Group’s
consolidated statement of financial position,
consolidated statement of comprehensive income,
consolidated statement of changes in equity and
the related notes thereto for the year ended 31
December 2022 as set out in the preliminary
announcement have been agreed by the Group’s
auditor, PricewaterhouseCoopers, to the amounts
set out in the Group’s draft consolidated financial
statements for the year. The work performed by
PricewaterhouseCoopers in this respect did not
constitute an assurance engagement and
consequently no opinion or assurance conclusion
has been expressed by PricewaterhouseCoopers
on the preliminary announcement.
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PUBLICATION OF ANNUAL RESULTS
AND ANNUAL REPORT

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

in due course.

By order of the Board
SMIT Holdings Limited
Huang Xueliang

Chairman
Hong Kong, 24 March 2023

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



