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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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INTERIM RESULTS ANNOUNCEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2023
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The board of directors (the “Board”) of SMIT Holdings Limited
(the "Company”) hereby announces the unaudited condensed
consolidated results of the Company and its subsidiaries
(collectively referred to as the “Group”) for the six months
ended 30 June 2023 together with the comparative figures for
the corresponding period in 2022. These results have not been
reviewed by the Company’s external auditor but have been
reviewed by the audit committee of the Company.
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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

Net impairment losses on financial assets

Operating profit/(loss)

Finance income
Finance costs

Finance costs, net

CONDENSED CONSOLIDATED

INCOME STATEMENT

For the six months ended 30 June 2023

Share of net losses of investments

accounted for using the equity method

Loss before income tax
Income tax credit

Profit/(loss) for the period

Profit/(loss) is attributable to:

Owners of the Company
Non-controlling interests

Earning/(loss) per share attributable to
owners of the Company for the period

Basic earning/(loss) per share
Diluted earning/(loss) per share

REGEF
Unaudited
BEZUTHBIEANEAR
Six months ended
NB=+H NA=1+H
—E-= —E-F
30 June 30 June
2023 2022
i £7 £7T
Note uUsD UusD
11,234,029 15,843,776
(7,398,510) (8,726,782)
3,835,519 7,116,994
4 11,657,823 2,544,857
4 3,050,635 12,100,102
7 (5,539,014) (19,828,179)
7 (644,169) (836,437)
7 (3,673,290) (5,484,279)
7 (13,699) (28,251)
8,673,805 (4,415,193)
214,159 45,000
(251,014) (712,009)
(36,855) (667,009)
(10,618,634) (529,255)
(1,981,684) (5,611,457)
8 2,261,689 951,380
280,005 (4,660,077)
407,100 (4,669,870)
(127,095) 9,793
280,005 (4,660,077)
10 0.00 (0.01)
10 0.00 (0.01)




G E2EHWER CONDENSED CONSOLIDATED STATEMENT
OF COMPREHENSIVE INCOME
B2 -—FE - =F~NA=+HIENEA For the six months ended 30 June 2023

REGES
Unaudited
BZUTHBHIEAXEAR
Six months ended

AA=+H NA=+H

—E-= —E-—F
30 June 30 June
2023 2022
ET E
uUsD usD
HRER (B8R Profit/(loss) for the period 280,005 (4,660,077)
Hitt2HEE Other comprehensive losses
BAEAEE P EEEm A EE Items that may be reclassified subsequently
to profit or loss
PEE b =58 Translation differences (4,134,724) (3,183,618)
DAEE AEREARNIZAIE =%  Share of translation differences of investments
accounted for using the equity method (1,110,911) (1,864,307)
HAEMEZEEE  MNKRBIE Other comprehensive losses for the period,
net of tax (5,245,635) (5,047,925)
HAZTHEHEEERE Total comprehensive losses for the period (4,965,630) (9,708,002)
T EEEMN: Attributable to:
KRAREEEA Owners of the Company (4,787,151) (9,630,930)
EISUPIT o Non-controlling interests (178,479) (77,072)
(4,965,630) (9,708,002)
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CONDENSED CONSOLIDATED STATEMENT
OF FINANCIAL POSITION

As at 30 June 2023

Mzt
Note

ASSETS
Non-current assets
Property, plant and equipment
Right-of-use assets
Other intangible assets
Goodwill
Deposits 5
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 5
Income tax recoverable
Cash and cash equivalents

Total assets

REEF mEEt
Unaudited Audited
AA=+H +ZA=+—H
—EC-= —E-fF

30 June 31 December

2023 2022
E ES
UsD usD

3,985,898 5,641,342
1,072,009 1,549,165
22,960,987 25,860,719
5,941,239 6,164,059

232,946 217,971
116,217,201 118,976,739
24,395,598 25,010,050
1,942,342 1,488,848
176,748,220 184,908,893
4,714,039 4,722,965
9,756,456 9,364,924

5,680 5,680
22,913,019 48,232,794
37,389,194 62,326,363

214,137,414 247,235,256
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EQUITY AND LIABILITIES
Equity

Share capital

Share premium

Merger reserve

Share-based payment reserve

Statutory reserve
Retained earnings
Capital reserve

Exchange reserve

Capital and reserves attributable to
owners of the Company

Non-controlling interests

Total equity

Liabilities
Non-current liabilities
Lease liabilities
Other payable
Deferred income

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

k3
Note

REGES KR
Unaudited Audited
XA=tR +-A=+-8
—E_-= —E -

30 June 31 December

2023 2022

ETT Ei

usD usb

6,429 6,408
101,236,669 101,222,551
(48,810,141) (48,810,141)
15,215,559 15,500,030
11,741,359 11,741,359
105,371,255 104,964,155

1,212,543 1,212,543

(5,645,254) (451,003)
180,328,419 185,385,902
2,020,339 2,198,818
182,348,758 187,584,720
544,465 1,051,163
51,676 51,945
18,819,187 21,630,569
19,415,328 22,733,677

1,443,214 902,221
2,535,292 4,854,870
2,219,259 5,678,236
4,151,789 16,856,675
1,425,320 2,643,770

- 5,294,136

598,454 686,951
12,373,328 36,916,859
31,788,656 59,650,536

214,137,414 247,235,256
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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 lIslands. 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.

BASIS OF PREPARATION AND
ACCOUNTING POLICIES

This condensed consolidated interim financial
information for the six months ended 30 June 2023
has been prepared in accordance with Hong Kong
Accounting Standards (“HKAS"”) 34 “Interim Financial
Reporting”.
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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 2022, 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 2022, except for the estimation of income tax
using the tax rate that would be applicable to expected
total annual earnings, accounting policies not described
in the annual financial statements for the year ended
31 December 2022, and the adoption of amended
standards and accounting guideline effective for the
financial year ending 31 December 2023 as described
below.

2.1 New and amended standards adopted
by the Group

The following new and amended standards are
effective to the Group for accounting periods
beginning on or after 1 January 2023 but did not
result in any significant impact on the results and
financial position of the Group, except HKAS 12

(Amendment).

HKFRS 17 Insurance Contract

HKFRS 17 Initial Application of
(Amendment) HKFRS 17 and

HKFRS 9 — Comparative
Information
Amendments to Disclosure of
HKAS 1 and HKFRS Accounting Policies
Practice Statement 2

HKAS 8 Definition of
(Amendment) Accounting Estimates

HKAS 12 Deferred Tax related to
(Amendment) Assets and Liabilities

arising from a Single
Transaction
HKAS 12 International Tax Reform
(Amendment) — Pillar Two Model
Rules
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The amendment to HKAS 12 Income Taxes
require companies to recognise deferred tax
on transactions that, on initial recognition, give
rise to equal amounts of taxable and deductible
temporary differences. They will typically apply
to transactions such as leases of lessees and
decommissioning obligations, and will require the
recognition of additional deferred tax assets and
liabilities. The amendment should be applied to
transactions that occur on or after the beginning
of the earliest comparative period presented. In
addition, entities should recognise deferred tax
assets (to the extent that it is probable that they
can be utilised) and deferred tax liabilities at the
beginning of the earliest comparative period for
all deductible and taxable temporary differences
associated with:

i. right-of-use assets and lease liabilities; and

ii. decommissioning, restoration and similar
liabilities, and the corresponding amounts
recognised as part of the cost of the related
assets.

The cumulative effect of recognising these
adjustments as of 31 December 2022 was not
material and hence no adjustment was made
to the beginning retained earnings, or another
component of equity.
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2.2

Amended standards and interpretation
not yet adopted by the Group

Certain amended accounting standards and
interpretations have been published that are
not mandatory for 31 December 2023 reporting
periods and have not been early adopted by the

BB EREIR (BETA)
HKAS 1 (Amendment)

BEB G ERE 19 (BETR)

HKAS 1 (Amendment)

BB WmEERE 1698 (BEFTR)

HKFRS 16 (Amendment)

BEREESH (KIER])
IS mK TR

Hong Kong Interpretation 5 (Revised)
Presentation of Financial Statements

BB ERNETRLEET KBRS
BRI TSR (BRI )

HKAS 7 and HKFRS 7 (Amendments)

BBV EENEI10RRBEAGE
ZERI EB285% (55T )

HKFRS10 and HKAS 28 (Amendments)

BB LA AREFEETER
E HEZERETEENHAKRED

SRR EEERYE -

e R

Group.

BESHERMEIIERE

Classification of Liabilities as

Current or Non-current

MmN IERE A E

Non-current Liabilities with Covenants

ErMHBzHEARE

Lease Liability in a Sales and Leaseback

MWK —ERALEBEREK
BEEEFNTHERN S

Presentation of Financial Statements —
Classification by the Borrower of a Term Loan
that Contains a Repayment on Demand Clause

HERRE LB

Supplier Finance Arrangements
REEHABEATNAEEDE LM
MEEHESEE
Sale or Contribution of Assets between
an Investor and its Associate or Joint Venture

BH
XHER

RTSIEHH 2%
RHRNETFEEN
Effective for
accounting year
beginning on or
after

—ZE-NFE—A—H
1 January 2024
—E-_mMF—-A—H
1 January 2024
—E-_mMF—-HA—H
1 January 2024
—E-MF—HF—AH

1 January 2024

—E-pFE—HF—H

1 January 2024
FEE

To be determined

Management is in the process of making an
assessment on the impact of these amended

standards and interpretation 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.
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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
making strategic decisions. The CODM is identified as
the Executive Directors of the Company.

During the six months ended 30 June 2023, 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 (i) assessed the performance of the
operating segments based on a measure of segment
results, including adjusted profit/(loss) 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
(CAM) 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 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 profit/(loss) of the relevant operating
segments. Expenses, where appropriate, are allocated
to operating segments with reference to revenue
contributions of the respective segments. Finance
income, finance costs, and corporate and unallocated
income and expenses are not included in the result for
each operating segment that is reviewed by the Group's
CODM.
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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, 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.

RIERH ERERK
REF RAERY ERB BRAR k)
Rapid
verification
systems and Cloud IC
CAM software services solutions Total
ESA ES EY ESA ET
UusD UsD usD UsD usD
HE-Z-=F,A=1H For the six months ended
A A (REEEE) 30 June 2023 (unaudited)
o E Segment revenue
ShEB U 2 External revenue 6,527,747 - 945,901 3,760,381 11,234,029
U 3 TR s Timing of revenue recognition
EE AR At a point in time 6,527,747 - - - 6,527,747
R-BRERER Over time - - 945,901 3,760,381 4,706,282
6,527,747 - 945,901 3,760,381 11,234,029
DEbEE Segment results 280,483 (2,777,108 97,489 2,932,320 533,184

11
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BE+ ZAHERY ERH BRI R ok
Rapid
verification
systems and Cloud IC
CAM software services solutions Total
ESA EY ES ET ES
Usb Usb (VAY)) Usb usb
HEZZ-_"F,A=1H Forthe six months ended
IEAME R (REEFER) 30 June 2022 (unaudited)
R Segment revenue
ohEB M External revenue 7,374,499 - 2,010,137 6,459,140 15,843,776
Wi 2 TR B ] Timing of revenue recognition
X —BEER At a point in time 7,374,499 - - - 7,374,499
B—RERER Over time - - 2,010,137 6,459,140 8,469,277
7,374,499 - 2,010,137 6,459,140 15,843,776
DEELE Segment results 1,345,692 220,593 207,967 (2,922,079  (1,147,827)
RZZEZ=F-A=1H At 30 June 2023
(RE&=E=) (unaudited)
DEEE Segment assets 14,867,669 44,161,650 - 107,522,502 166,551,821
W-ZZE-—F+-H At 31 December 2022
=+—HEET) (audited)
NHEE Segment assets 14,048,719 48,062,146 747,605 110,748,651 173,607,121
A RE D IBEELABRATERANSEAEERENT ¢ A reconciliation of reportable segment results to loss
before income tax is provided as follows:
RGHES
Unaudited
BZUTHHILEAREAR
Six months ended
A~A=+H ~NAZ=Z1+H
—E-=fF =
30 June 30 June
2023 2022
ETT E
uUsD UsD
T iRE D EEE Reportable segment results 533,184 (1,147,827)
NAINKDERS - F5E Corporate and unallocated expenses, net (2,478,013) (3,796,621)
A WA Finance income 214,159 45,000
B & Rk A Finance costs (251,014) (712,009)
BRATEHATEIE Loss before income tax (1,981,684) (5,611,457)

12



AIEDHEEHBEENSERAT ¢ Reportable segment assets are reconciled to total assets

as follows:

REGEG KL
Unaudited Audited
RNA=+A +ZA=+—H
—E-= T —F
As at As at
30 June 31 December
2023 2022
E ES
uUsD UsD
ARESHEE Reportable segment assets 166,551,821 173,607,121
IRILFTISTREE Deferred income tax assets 1,942,342 1,488,848
M R & Property, plant and equipment 3,985,898 5,641,342
PREEE Right-of-use assets 1,072,009 1,549,165
EEEREY Income tax recoverable 5,680 5,680
RehReZEEY Cash and cash equivalents 22,913,019 48,232,794
NEIRADEBEE Corporate and unallocated assets 17,666,645 16,710,306

HHRESMERRNKRNWMEEE  Total assets per condensed consolidated
statement of financial position 214,137,414 247,235,256

13



4 HWRzx FHEREMEKA 4 OTHER GAINS, NET AND OTHER

INCOME
RGHES
Unaudited
BELUTABIEANEA
Six months ended

~AE=+H ~NAZ=t+H

—E-= —E -
30 June 30 June
2023 2022
ETT E
uUsD (VAYD)

EHhias  FE Other gains, net
- R - JFEE - Exchange gains, net 313,242 210,352
- BRBEEATEAERD — Fair value (losses)/gains on financial asset at
TRMEENRTE fair value through profit or loss
(BB Wz (1,803) 2,334,505
- REL — RSB & QR E — Gain on deemed disposal of an associate 11,346,384 -
11,657,823 2,544,857
HaA Other income

- BT B - Government grants 3,034,720 12,058,504
~ Hih _ Others 15,915 41,598
3,050,635 12,100,102

14
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B NEMEWVFERTANKIE 5 TRADE AND OTHER RECEIVABLES AND

FEME =TT E 5 R
& 5 BBt 73 1O 5 kIR
B 5 EMGRIE R E R e

B o RIWFIE—F5
FERNE=HRFIE

TEf — & R 5 MRIE

TE N — B & A IR IE
e =ik

FEZHES REAMREWRIE

BB T R & K A R YRR

B SERNERER D

BIHARE >

PREPAYMENTS
REGHES KER
Unaudited Audited
AA=+HB +=ZA=+—H
—E-=5F —F-—
As at As at
30 June 31 December
2023 2022
ETT E
usbD UsD
Trade receivables from third parties 3,607,525 3,747,512
Trade receivables from a related party 1,397,854 642,902
Less: Provision for impairment of trade
receivables (1,223,196) (1,258,264)
Trade receivables — net 3,782,183 3,132,150
Prepayments to third parties 3,174,716 3,319,210
Prepayment to a related party 4,982 5,169
Prepayment to an associate - 287,167
Notes receivable 72,918 73,163
Deposits and other receivables from third
parties 2,316,064 2,182,847
Deposits and other receivables from related
parties 638,539 583,189
9,989,402 9,582,895
Less: Non-current portion (232,946) (217,971)
Current portion 9,756,456 9,364,924
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The Group’s credit terms granted to customers generally
ranged from 30 to 180 days. An analysis of the trade
receivables by invoice date is as follows:

RGHES mEEt
Unaudited Audited
HARA ®+=A
=+H =+—H

—E=-= ==
As at As at
30 June 31 December
2023 2022
ETT E
UsD (VAYD)
30K AR Within 30 days 2,172,669 3,078,779
31E60K 31 to 60 days 908,022 -
61E90K 61 to 90 days 326,960 48,283
91£2180K 91 to 180 days 418,726 17,676
181F365K 181 to 365 days 159,408 -
365 KA Over 365 days 1,019,594 1,245,676
5,005,379 4,390,414

g5 ENRIE 6 TRADE PAYABLES

BWERRMNE P RN FRRER

DITWT

The ageing analysis of the trade
invoice date is as follows:

payables based on

REH ey
Unaudited Audited
MNARA ®+=A
=+H =+—H

—E-=5F =S
As at As at
30 June 31 December
2023 2022
ETT E
UsD usb
30RHAA Within 30 days 1,017,504 597,329
31290k 31 to 90 days 194,147 133,709
91E180K 91 to 180 days 82,989 14,462
181E2365K 181 to 365 days 48,782 51,423
365K A £ Over 365 days 99,792 105,298
1,443,214 902,221
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ERENERER

ME - BERERBITE
FRTREERE
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7 EXPENSES BY NATURE

Auditors’ remuneration
— Audit services

Cost of inventories sold

Employee benefit expenses (including directors’
emoluments)

IC testing fee

Other research and development cost paid to
universities

Expenses relating to short-term leases

Legal and professional fees

Depreciation of property, plant and equipment

Royalty expenses

Travelling and entertainment expenses

Depreciation of right-of-use assets

Provision for impairment of trade receivables

Advertising costs

Reversal of provision for impairment of inventories

Amortisation of other intangible assets

Other taxes

Loss on disposals of property, plant and
equipment

Others

Total cost of sales, research and development
expenses, selling and distribution expenses,
general and administrative expenses and net
impairment losses on financial assets

RGHES
Unaudited
BZUTHHIEAXEAR
Six months ended
ANA=+H ~NA=+H
—E-= T
30 June 30 June
2023 2022
ETT E
UsD usb
224,034 229,726
6,299,153 7,103,368
5,305,710 15,178,644
102,378 787,389
- 389,971
574,197 1,341,559
221,824 579,962
1,103,234 2,463,406
451,372 430,135
451,432 308,584
170,640 459,165
13,699 28,251
33,093 100,964
(137,524) (2,070)
2,065,234 4,759,076
55,195 63,604
(13,937) 50,514
348,948 631,680
17,268,682 34,903,928
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INCOME TAX CREDIT

A subsidiary and an associate of the Group established
in the Shenzhen Special Economic Zone and Shanghai,
have respectively 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”). An EIT tax rate at 15%
was applied to the assessable profit of these entities for
the six months ended 30 June 2023 and 2022.

For the six months ended 30 June 2023 and 2022,
Hong Kong profits tax has been provided at the rate
of 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:

RGBS
Unaudited
BZEUTHEHBIEAEA
Six months ended
NAZ=+H NA=1H
—E-= —ET-=
30 June 30 June
2023 2022
ET ES
UsD UsD
1,738,429 (36,703)
523,260 988,083
2,261,689 951,380
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10

Basic earning/(loss) per share (USD)

DIVIDEND

A dividend of USD409,099 that relates to the year
of 31 December 2022 was paid in June 2023 (2022:
USD408,208).

The Board of Directors does not recommend any interim
dividend for the six months ended 30 June 2023 (six
months ended 30 June 2022: Nil).

EARNING/(LOSS) PER SHARE

Basic earning/(loss) per share is calculated by dividing the
profit/(loss) of the Group attributable to owners of the
Company by the weighted average number of ordinary
shares:

Profit/(loss) attributable to owners of the Company

Weighted average number of ordinary

REGEF
Unaudited
BZEUTHA#HIEAEA
Six months ended
ANA=1+H ~NA=1H
—E-= —E-—
30 June 30 June
2023 2022
407,100 (4,669,870)
321,413,341 320,353,341
0.00 (0.01)

Diluted earning/(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 earning/(loss) per
share.



RAT A ANEIESET, (FIB)  Profit/oss) attributable to owners of the Company
(%) (USD)

BT SRR INE T Weighted average number of ordinary shares
in issue
e g g Adjustments for share options

STEEREBERTEIE 2 L@k Weighted average number of ordinary shares for

INHE 9 diluted earning/loss per share
FREERT (EE) (ExT) Diluted earning/(loss) per share (USD)

20

REET

Unaudited
BEUTHHIEAAEAR
Six months ended
A~AB=1+H NA=1H
—g-= —E-—
30 June 30 June
2023 2022
407,100 (4,669,870)
321,413,341 320,353,341
1,697,217 -
323,110,558 320,353,341
0.00 (0.01)
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MANAGEMENT DISCUSSION AND
ANALYSIS

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 has actively developed its semi-conductor IC
smart technology business, and has gradually developed
and expanded its two new main business segments of cloud
services and integrated circuit (“1C") solutions.

CAM

In the first half of 2023, 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$6.5 million, representing a decrease of
11.5% when compared to that in the first half of 2022 (for
the six months ended 30 June 2022: US$7.4 million), and
which accounted for 58.1% of the Group’s total revenue.

In the first half of 2023, the European region remained
the largest market for CAMs, accounting for 70.6% of the
total sales of CAMs and representing a decrease of 12.8%
compared to the same period last year, mainly due to lack in
momentum of the overall market demand, and the fact that
the sales decline resulting from product switching and CA
replacement by certain operator customers was not fully offset
by the significant increase in orders from major customers
in Austria during the first half of the year. Sales in emerging
markets decreased by 55.0% year-on-year, mainly due to
lower demand from customers in Uzbekistan, Kazakhstan,
Tajikistan and Africa, and as a result of slower-than-expected
CAM inventory sales. The domestic market sales increased by
47.4% year-on-year, mainly due to broadcasting operators
switching domestic CA and platform upgrades of the
monitoring centres, and the completion of multiple hotel
renovation projects using USB Dongle.
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In the first half of the year, the market gradually opened up,
and major domestic and overseas exhibitions were held. In
the European region, despite an increase in orders from major
customers in Central Europe, market demand in Western
Europe and Northern Europe remained sluggish, and customer
inventory turnover remained low. In addition, orders from
major customers in Eastern Europe were delayed due to the
switch to card-less smart cards, resulting in weak growth
in the region as a whole. The group mainly promoted the
shipment of new versions of relevant hardware products,
which increased gross profit margin. Due to the Russia-Ukraine
conflict, certain major CA companies had withdrew from the
region, resulting in a huge sales gap. At present, the operators
are switching to other European CA or Chinese CA. During
this period, the group actively participated in biddings, and
has completed the first card-less CAM shipment to one of the
operators under the new CA.

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.

In the first half of 2023, the Group’s sales revenue from cloud
services was approximately US$0.9 million (six months ended
30 June 2022: US$2.0 million), representing a decrease of
52.9% compared to the same period last year, and which
accounted for 8.4% of the Group’s total revenue.

IC Solutions

In the first half of 2023, the Group’s revenue derived from
IC solutions was approximately US$3.8 million (six months
ended 30 June 2022: US$6.5 million), representing a decrease
of 41.8% compared to the first half of 2022 and accounting
for 33.5% of the Group's total revenue. The decrease in IC
solutions revenue was mainly due to the delay in a major IC
chip development project. R&D expenditure, which comprise
mainly staff cost and asset depreciation and amortization,
amounted to approximately US$3.0 million.

In the future, the Group will comprehensively promote the
commercialisation of new revenue growth points by continuing
to strengthen R&D investment and capital deployment in
respect of integrated circuit solutions.



FINANCIAL REVIEW

I & Revenue
BE_Z-_=F~A=+HINEA  x&EEHNKzEAE11.2 For the six months ended 30 June 2023, the Group generated
BEET(ZE-—_FRY :158FEFET) - "RIIRNIRE revenue of US$11.2 million (for the same period in 2022:
O EE DA - US$15.8 million). The following table shows revenue
breakdown by business segments:
BZEXA=1AHLAEA
Six Months Ended 30 June
—EBC-=F -z
2023 2022
BEET % BEZT % ZEESH
US$ Million % US$ Million %  Change in %
RER CAM 6.5 58.1% 7.4 46.5% -11.5%
ER% Cloud Services 0.9 8.4% 2.0 12.7% -52.9%
EREBRBRTE IC Solutions 3.8 33.5% 6.5 40.8% -41.8%
11.2 100% 15.8 100% -29.1%

ROEHA AEERER_—_FT - —FRHK29.1% -
2HPNERERBRT RKERD

EMRENE

HE-Z-_=F~A=1+HLEANERNEFNAISEEET "
B-E - —FREEPIEIZEEETL EMEE3MI% (ZF
ZZFRE449%)  TEHRERERBREELHE
EEFTEE -
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During the review period, the Group's revenue decreased by
29.1% compared to the same period in 2022, which was
mainly attributable to the decrease in revenue generated from
our IC solutions segment.

Gross Profit and Gross Profit Margin

Gross profit amounted to US$3.8 million for the six months
ended 30 June 2023, representing a decrease of US$3.3
million compared to the same period in 2022. Gross profit
margin amounted to 34.1% (for the same period in 2022:
44.9%), which was mainly attributable to the decline in gross
profit margin of the IC solutions business.
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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, asset depreciation
and amortization. During the review period, research and
development expenses decreased by 72.1% to US$5.5 million
as compared to the same period last year, mainly due to the
disposal of two major subsidiaries engaging in the IC solutions
business in the fourth quarter of 2022, resulting in significant
reduction in the Group’s overall research and development
expenses.

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$0.6 million,
representing a decrease of 23.0% as compared to the same
period last year, mainly due to the disposal of two major
subsidiaries engaging in the IC solutions business in the fourth
quarter of 2022, resulting in reduction in the Group’s overall
selling and distribution expenses.

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$3.7 million,
representing an decrease of 33.1% compared to the same
period last year, mainly due to the disposal of two major
subsidiaries engaging in the IC solutions business in the fourth
quarter of 2022, resulting in reduction in the Group’s overall
general and administrative expenses.

Income Tax Credit

For the period ended 30 June 2023, income tax credit
amounted to US$2.3 million which mainly resulted from
the over-provision of income tax payable for the year ended
31 December 2022 arising from a one-off preferential tax
rate granted by PRC tax authority and the deferred income
tax credit arising from the tax losses of certain loss-making
subsidiaries during the period.
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Profit for the Period

The profit for the period amounted to US$0.3 million, which
represented a turnaround as compared to the same period in
2022, mainly due to a one-off gain on deemed disposal of an
associate during the period and reduction of R&D expenditure
resulting from the Group's disposal of two major subsidiaries
engaging in the IC solutions business in the fourth quarter of
2022.

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 2023, total
cash and cash equivalents of the Group amounted to US$22.9
million (as at 31 December 2022: US$48.2 million). As at 30
June 2023, the cash and cash equivalents of the Group were
mainly denominated in RMB and US dollars. As at 30 June
2023, the Group recorded net current assets amounting to
US$37.4 million (as at 31 December 2022: US$62.3 million)
and a current ratio of 302.2% (as at 31 December 2022:
168.8%).

As at 30 June 2023, the Group’s bank borrowings were
US$4.2 million (as at 31 December 2022: US$16.9 million),
and lease liabilities were US$1.1 million (as at 31 December
2022: US$1.7 million). All bank borrowings carried variable
interest rate and were denominated in Renminbi. No restricted
bank deposit had been pledged for the bank borrowings (as
at 31 December 2022: Nil). No hedging activities had been
carried out by the Group. In addition, the Group did not have
any other outstanding indebtedness, banking facilities or any
outstanding or authorised but unissued debt securities, term
loans, other borrowings or indebtedness in the nature of
borrowing, acceptance credits, hire purchase commitments,
mortgages and charges, contingent liabilities or guarantees
outstanding. Apart from the bank borrowings mentioned
above, the Group holds undrawn banking facilities of RMB100
million (equivalent to US$13.8 million) (as at 31 December
2022: RMB62 million (equivalent to US$8.9 million)) in
Mainland China as at 30 June 2023. The Group's gearing
ratio, as calculated by dividing total bank borrowings by total
equity, was 2.3% as at 30 June 2023 (as at 31 December
2022: 9.0%).

Capital Commitments

As at 30 June 2023, the Group has capital commitments
amounted to US$0.06 million (as at 31 December 2022:
US$0.1 million) contracted, but not provided for, and did
not have any authorised but not contracted for capital
commitments (as at 31 December 2022: Nil).
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Significant Investment, Material Acquisition and
Disposal of Subsidiaries and Associated Companies

As at 30 June 2023, the Group had equity securities
investments in a total of six (31 December 2022: six) unlisted
companies and had interest in an unlisted fund with an
aggregate fair value of approximately US$24.4 million (31
December 2022: US$25.0 million).

Details of a significant investment as at 30 June 2023 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, and had in late
2022 launched certain self-developed EDA tools and was in
the process of pitching to major IC design industry players.

During the year ended 31 December 2021, X-Times entered
into a capital injection agreement with certain independent
PRC corporate investors for the subscription of equity interest
in X-Times, as a result of which, 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
had entered into a further capital injection agreement with
other independent PRC corporate investors for the subscription
of equity interest in X-Times, as a result of which the equity
interest of the Group in X-Times was further diluted from
4.7% to approximately 4.2%. As at 30 June 2023, the fair
value of the equity interest in X-Times held by the Group
was approximately US$14,951,641, representing 7% of the
Group's total assets as at 30 June 2023. No fair value gain
was recognised in the consolidated income statement of the
Group for the year ended 30 June 2023.

No dividend has been distributed by X-Times since
establishment. The investment is not financial assets held
for trading. The Group considers its interest held in X-Times
as a strategic investment allowing the Group to broaden
its IC solutions business segment. The Group will review its
investment strategy on a regular basis.

Save for those disclosed in this announcement, there were no
other significant investments held by the Group as at 30 June
2023.
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Contingent Liabilities

As at 30 June 2023, 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
are predominantly denominated in US dollars and RMB. The
Group's costs of production are predominantly denominated
in RMB.

During the review period, the Group did not enter into any
foreign currency forward contracts or use any derivative
contracts to hedge against its currency exposure. The Group
manages its currency risk by closely monitoring the movement
of foreign currency rates and may consider hedging significant
foreign currency exposure should the need arise.

Employees and Remuneration Policy

As at 30 June 2023, the Group employed 169 employees (as
at 31 December 2022: 171 employees), of whom 157 were
based in Mainland China, 10 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$5.3 million in aggregate, representing 47.2% 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.
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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
his or her 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

This year, a number of new policies on the import and export
of integrated circuits have been introduced both domestically
and abroad, with both external control and internal drive to
energise the semiconductor industry to ensure sustainable
development. The Group has actively participated in various
industry exchanges, grasping cutting edge dynamics, fully
mobilising upstream and downstream supply chain resources,
and comprehensively rolling out its investment strategy,
and has constantly explored new growth points that could
generate synergy with the Group's existing businesses.

In terms of the CAM business, new project opportunities in
Europe and Russia in the second half of the year will mainly be
focused on the switching of the card-less CAM of new CA by
operators, which have already been field tested and shipped. In
addition, through publicity generated via international forums
and exhibitions, we will actively promote the customized TV
project of 4K/UHD TV with Cl+ 2.0 USB CAM for operators in
Europe, in order to replace part of the hybrid set-top boxes.
As for emerging markets, we will continue to put focus on the
policy and approval dynamics of India’s mandatory TV support
for Cl+ 2.0. At present, the Cl+ 2.0 compatibility testing of
Indian operators is progressing smoothly. In the domestic
market, the Group will continue to pay close attention to the
demand for engineering cards for the upgrading of satellite
broadcasting and TV programme monitoring platforms, as well
as plans by operators to switch to domestic CA, in order to
secure more sales orders for engineering cards.

For the cloud services business, the Group has completed
the delivery of all orders and strictly fulfilled the post sales
management agreement during the implementation of the
projects, so as to provide stable and high-quality services for
the security maintenance and technical support of the core
equipment of the cloud platform and ensure efficient and
high-quality settlement of projects.
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For the IC solution business, the Group will fully utilise
the geographical advantages and policy benefits of the
Guangdong, Hong Kong and Macao Greater Bay Area to
explore new opportunities for cooperation between schools,
governments and enterprises. Meanwhile, the Group will
strengthen project management, promote the market
penetration of existing new product lines, explore emerging
R&D applications with potential, and open up new and old
business pathways, so as explore the Group’s future business
development routes, with a view to achieving steady growth.

The Group will continue to optimise its costs structure,
improve management efficiency and seek changes for
development in response to various future business
development challenges. With chip design and application
development as the core development direction, the Group
will deepen its strategic deployment, and strive to break
through the current predicament through dynamic and flexible
implementation of its investment layout. The Group will fully
enhance its comprehensive strength and create greater value
for shareholders.

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 announcement.

INTERIM DIVIDEND

The Board does not recommend any interim dividend for the
six months ended 30 June 2023 (six months ended 30 June
2022: Nil).

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

During the six months ended 30 June 2023, neither the
Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s listed securities.

PUBLIC FLOAT

Based on information that was publicly available to the
Company and to the best knowledge of the Board, as at the
date of this announcement, the Company maintained the
prescribed public float of no less than 25% under the Listing
Rules.
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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 2023.

Pursuant to CG Code provision A.2.1, the role(s) of chairman
and chief executive should be separated and should not be
performed by the same individual. As the duties of chairman
and chief executive of the Company are performed by
Mr. Huang Xueliang, the Company has deviated from the CG
Code provision A.2.1. The Board believes that it is necessary
to vest both of 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 Mr. Huang
Xueliang’s critical role in the Group and the past development
of the Group. 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 standards as set out in the Model Code
during the six months ended 30 June 2023.
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REVIEW OF INTERIM RESULTS

The unaudited condensed consolidated interim financial
information for the six months ended 30 June 2023 has not
been reviewed by the Company'’s external auditor.

The Audit Committee has reviewed the Group’s unaudited
condensed consolidated interim financial information for the
six months ended 30 June 2023.

PUBLICATION OF INTERIM RESULTS AND
INTERIM REPORT

The interim 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) for review in due course.

By order of the Board
SMIT Holdings Limited
Huang Xueliang
Chairman

Hong Kong, 18 August 2023

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



