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INSIDE Secure
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Disclaimer
This communication does not constitute an offer to purchase or exchange or the solicitation of an offer to sell or exchange any securities of
INSIDE Secure.

This communication contains certain statements that are neither reported financial results nor other historical information and other
statements concerning INSIDE Secure. These statements may include financial projections and estimates and their underlying assumptions,
statements regarding plans, objectives and expectations with respect to future operations, events, products and services and future
performance. Forward-looking statements are generally identified by the words "expects", "anticipates", "believes", "intends", "estimates"
and similar expressions. These and other information and statements contained in this communication constitute forward-looking
statements for purposes of applicable securities laws. Although management of the company believes that the expectations reflected in the
forward looking statements are reasonable, investors and security holders are cautioned that forward-looking information and statements
are subject to various risks and uncertainties, many of which are difficult to predict and generally beyond the control of the company, that
could cause actual results and developments to differ materially from those expressed in, or implied or projected by, the forward-looking
information and statements, and the company cannot guarantee future results, levels of activity, performance or achievements. Factors that
could cause actual results to differ materially from those estimated by the forward-looking statements contained in this communication
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could cause actual results to differ materially from those estimated by the forward-looking statements contained in this communication
include, but are not limited to: trends in semiconductor and wireless communication markets; the company's ability to develop new
technology and the effects of competing technologies developed and expected intense competition generally in the companies' main
markets; profitability of expansion strategy; challenges to or loss of intellectual property rights; ability to establish and maintain strategic
relationships in its major businesses; ability to develop and take advantage of new products and software; future acquisitions and
investments; the ability of the company's to integrate acquired businesses, activities and companies according to expectations; the ability of
the company to achieve the expected synergies from acquisitions; and changes in global, political, economic, business, competitive, market
and regulatory forces. Moreover, neither the company nor any other person assumes responsibility for the accuracy and completeness of
such forward-looking statements. The forward-looking statements contained in this communication speak only as of the date of this
communication and the company are under no duty, and do not undertake, to update any of the forward-looking statements after this date to
conform such statements to actual results, to reflect the occurrence of anticipated results or otherwise except as otherwise required by
applicable law or regulations.



H1 2012 key highlights 
• Consolidated revenues of $62.2 million for the first half of 2012, affected in

particular by the unfavorable change in RIM mobile handsets deliveries

• Adjusted operating loss of $16.2 million

• Solid cash position of $95.5 million as of 30 June 2012

• Intel strategic partnership on track with program plan

• NFC Booster and own Secure element developments on track
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• NFC Booster and own Secure element developments on track

• Launch of a NFC patent licensing program managed by France Brevets to drive
forward the roll-out of NFC technology

• On-going marketing and sales efforts to broaden digital security product and service
offering to serve promising markets (such as anti-counterfeiting, smart metering and
machine-to-machine). Strong pipe of opportunities

• Continued preparation of the US market migration towards a new EMV type
standard in Secure Payments



Revenue Q2-2012

in  thousands of US$
Q2-2012 

consolidated
Q2-2011 

consolidated
Q1-2012 

consolidated
% Change       

annual
% Change       
sequential

Mobile NFC 8 348 6 700 14 258 25% -41%

Mobile NFC 8 348 6 694 14 258 25% -41%
SIM cards - 6 - -100% -

Digital Security 12 789 14 930 11 938 -14% 7%

Secure Payment 7 038 10 183 7 828 -31% -10%
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Secure Payment 7 038 10 183 7 828 -31% -10%

Total Revenue 28 176 31 813 34 024 -11% -17%
Total excl.  SIM cards 28 176 31 807 34 024 -11% -17%



Revenue H1-2012

in  thousands of US$
H1-2012 

consolidated
H1-2011 

consolidated
H2-2011 

consolidated
% Change       

annual
% Change       
sequential

Mobile NFC 22 606 9 304 38 657 143% -42%

Mobile NFC 22 606 8 434 38 524 168% -41%
SIM cards - 870 133 -100% -

Digital Security 24 728 32 481 27 779 -24% -11%

Secure Payment 14 866 28 575 14 672 -48% 1%

Total Revenue 62 200 70 360 81 108 -12% -23%
Total excl.  SIM cards 62 200 69 490 80 975 -10% -23%
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Mobile 
NFC
13%

Digital 
Security

46%

Secure 
Payment

41%

Mobile 
NFC
36%

Digital 
Security

40%

Secure 
Payment

24%

70.4 m$

H1-2011 split H1-2012 split

62.2 m$

Total excl.  SIM cards 62 200 69 490 80 975 -10% -23%



Income statement H1-2012 

• Sizeable R&D staffing effort to 
support new NFC products.

• Secure payment R&D downsized

in  thousands of US$
H1-2012 

consolidated
H1-2011 

consolidated

Revenue 62 200 70 360 

Cost of sales (47 726) (50 489)

Gross margin 14 473 19 871 
in % of revenue 23,3% 28,2%

R&D expenses (19 314) (16 382)
in % of revenue -31% -23%

Selling & marketing expenses (9 045) (9 535)

Transitional items impacting
gross margin
• Outsourcing of Secure Element
• Evolving business mix
• Absence of design wins during 

Atmel’s division sale process 
(Secure Payment and ID)

• Increase in inventory reserves
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• 2012 composed of:
• $(166)K restructuring expenses (end 

of SMS integration)
• $(437)K exchange gains and losses 

on operational items. 

Selling & marketing expenses (9 045) (9 535)
in % of revenue -15% -14%

General & administrative expenses (4 729) (5 054)
in % of revenue -8% -7%

Other (losses)/gains, net (603) (49)

Operating income (19 218) (11 149)
in % of revenue -30,9% -15,8%

Adjusted operating income (16 178) (7 293)
in % of revenue -26,0% -10,4%

• Tight control on SG&A



(10 087)

(16 386)

H1-2011 H1-2012

Adjusted operating income (in $m)

Mobile NFC

Adjusted operating income in x %H1-2011 H1-2012

(108%)

(73%)

+143%

Revenue (in $m)

9 304

22 606
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Adjusted operating income in 
% of revenue

x %H1-2011 H1-2012

• H1-12 revenue increase by 143% year-over-year to $22.6 million but H1-12 decreased vs. H2-12,
mainly affected by the unfavorable change in RIM mobile handsets deliveries

• R&D efforts increased in H1-12 to support development of new products

• NFC Booster and own secure element developments on track

• Adjusted operating loss of $16.4 million as a result of accelerated R&D efforts and investment in NFC
business development efforts



8 066 

4 110 

H1-2011 H1-2012

Adjusted operating income (in $m)

Digital Security

x %H1-2011 H1-2012

25%

17%

(-24%)

Revenue (in $m)

24 728

32 481

Adjusted operating income in 
% of revenue
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• Revenue of $24.7 million: new accounts (eg. Pay-TV) only partly balancing non recurring
businesses and decrease in ID products

• Lower margin ID segment: lack of design-wins from card manufacturers during the period before
the acquisition of SMS by INSIDE

• Adjusted operating income at 17% of revenue. 8pts below H1-2011 mainly due to lower revenue
(and thus gross profit)

• Investment in marketing and sales channels to leverage security expertise; strong pipe of
opportunities



(4 235)

(2 410)

H1-2011 H1-2012

Adjusted operating income (in $m)

Secure Payment

(15%)

(16%)

(48%)

Revenue (in $m)

28 575

14 866

x %H1-2011 H1-2012 Adjusted operating income in 
% of revenue
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• Revenue down 48% due to the downturn in the US market contactless payment solutions and lack of 
design wins in 2009 and 2010 during the period before the acquisition of SMS by INSIDE

• Focus on development of semiconductor platforms for the future US EMV roll-out 

• Internal resources (mainly R&D and sales) redeployed from Secure Payment to other projects. As a 
consequence, adjusted operating loss was reduced significantly in H1-12
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Cash flow H1-2012

Net income  
excluding non-

cash items

Capital 
expenditures

Change in 
working 
capital

Net proceeds 
from  primary 

shares

Other

In millions of US$

Change in working capital (inventories,

(14.3)

(4.9)
(5.6)

5.9

0.3

99.1
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Dec. 31, 
2011

Jun. 30, 
2012

95.5

20.9

Change in working capital (inventories,
trade accounts receivable including  
factoring &  trade payable) (7.9)

Change in other working capital items 3.0

99.1



7 244 
23 689 

Available cash of $95.5m as of June 30, 2012

As of June 30, 2012

PP&E and intangible assets
Other non-current assets

Assets Equity & liabilities

Sound balance sheet to support growth

9 940
19 594

Other receivables (net)

Trade receivables
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92 888 

32 240 

20 822 

135 239 

156 061 In $ ‘000

Working capital

Available net cash

Equity

Other liabilities

19 594

25 155

(22 449)

Inventories

Trade & other payables

Trade receivables

156 061



2012 Outlook

• INSIDE Secure remains focused on:
 consolidating its position as a pioneer in the NFC market
 diversifying its customer base
 stepping up its innovation efforts to obtain design wins with tier-one mobile

handset manufacturers

• Confirmation of target of achieving the first sales of "NFC booster" on a SIM card
during the fourth quarter of 2012
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during the fourth quarter of 2012

• Confirmation of the launch of its own secure element in the fourth quarter of 2012,
with impact on gross margin which should be felt by the end of the third quarter of
2013

• Confirmation of revised objectives as announced on 25 May 2012



APPENDICES
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P&L reconciliation from IFRS to Adjusted H1-2012
in  thousands of US$

H1-2012 
IFRS

Business 
combination

Sharebased 
payments

Other non-
recurring costs

H1-2012 
adjusted

Revenue 62 200 - - - 62 200 

Cost of sales (47 726) 1 077 69 - (46 581)

Gross margin 14 473 1 077 69 - 15 619 
in % of revenue 23,3% 25,1%
R&D expenses (19 314) 835 182 - (18 297)

Selling & marketing expenses (9 046) - 264 - (8 782)

Genaral & administrative expenses (4 729) - 448 - (4 281)
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Business combination: Amortization and Depreciation of acquired assets (SMS-Atmel)
Other non-recurrent costs: restructuring expenses essentially for moving probing activity from Atmel to new subcontractors.

Genaral & administrative expenses (4 729) - 448 - (4 281)

Other (losses)/gains, net (603) - - 166 (437)

Operating income (19 218) 1 912 963 166 (16 178)

in % of revenue -30,9% -26,0%

Finance income, net (1 846) - - - (1 846)

Income tax expense (49) - - - (49)

Net income (21 113) 1 912 963 166 (18 073)
in % of revenue -33,9% -29,1%



P&L reconciliation from IFRS to Adjusted H1-2011
in  thousands of US$

H1-2011 
IFRS

Business 
combination

Sharebased 
payments

Other non-
recurring costs

H1-2011 
adjusted

Revenue 70 360 - - - 70 360 

Cost of sales (50 489) 1 268 93 (49 128)

Gross margin 19 871 1 268 93 - 21 232 
in % of revenue 28,2% 30,2%
R&D expenses (16 382) 797 137 (15 447)

Selling & marketing expenses (9 535) 716 514 (8 305)

General & administrative expenses (5 054) - 281 (4 773)
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Business combination: Amortization and Depreciation of acquired assets (SMS-Atmel)
Other non-recurrent costs: restructuring expenses essentially for moving probing activity from Atmel to new subcontractors.

General & administrative expenses (5 054) - 281 (4 773)

Other (losses)/gains, net (49) - 49 - 

Operating income (11 149) 2 781 1 025 49 (7 293)

in % of revenue -15,8% -10,4%

Finance income, net 2 732 2 732 

Income tax expense (279) (279)

Net income (8 696) 2 781 1 025 49 (4 841)
in % of revenue -12,4% -6,9%


