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MANAGEMENT DISCUSSION
AND ANALYSIS

BUSINESS AND FINANCIAL REVIEW

Kidztech Holdings Limited (the “Company”) and its subsidiaries
(collectively, the “Group”) are principally engaged in the design,
development, manufacture and sale of high-quality smart toy vehicles,
smart interactive toys and traditional toys.

Revenue

The Group's total revenue decreased by approximately 1.1% from
approximately RMB116.8 million for the six months ended 30 June
2020 to approximately RMB115.5 million for the six months ended
30 June 2021. In light of the continuous outbreak of COVID-19, the
focus in different major markets was adjusted by the Company.
The Company has reduced its sales to markets in Europe and the
United States of America (the “US") which are places more seriously
affected by COVID-19, resulting in a temporary decrease in the
amount and proportion of revenue attributable to direct sales to such
overseas customers.

The People's Republic of China (the "PRC") continued to be the
Group's biggest market for the six months ended 30 June 2021,
contributing approximately 85.4% of revenue (among which,
approximately 70.1% was indirect sales to overseas made through
the export-oriented wholesalers based in the PRC which principally
export and sell toys to overseas wholesalers and retailers and mainly
onward export the Group's products to the overseas market (the
“PRC Export-Oriented Wholesalers”), while approximately 15.3%
of which was domestic sales made through the PRC domestic-sale-
oriented wholesalers and retail sales in the PRC market). Europe
as a whole contributed approximately 5.9%, the North America
contributed approximately 6.5%, Asia (excluding the PRC) contributed
approximately 0.9% and approximately 1.3% came from Oceania,
South America and Africa.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEEFWE DT

Analysis of revenue by product type is as follows:
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For the six months ended
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BZA<A=1tHIAXEA
2021 2020
—E-—F —ECF
RMB’000 RMB’ QOO
AR¥ET T ARET T
(unaudited) (unaudited)
(REER) (REEETZ)
Smart toys Haer A
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Anti-epidemic products [ % A — 5,398
115,473 116,836
Smart toys Heet &

Smart toy vehicles

The Group’s smart toy vehicles mainly comprise full function radio
controlled toy vehicles, which are manufactured in different scales.
During the six months ended 30 June 2021, the Group’s smart
toy vehicles are mostly “kidztech” brand products and co-branded
products collectively released by the Company and renowned
automobile manufacturers. The Group also manufactures under
overseas customers’ brands on original equipment manufacturing
("OEM") and original design manufacturing (“ODM") bases.
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MANAGEMENT DISCUSSION AND ANALYSIS

Smart interactive toys

The Group's smart interactive toys mainly comprise smart interactive
playsets, activity toys and musical toys, and some of these toys which
play music and contain play features are intended to stimulate the
sensory development of children. During the six months ended 30
June 2021, most of these toys were sold under either (i) co-branded
with popular entertainment characters featured in animated television
series or motion pictures or toy brand owner; or (i) the “kidztech”
brand.

Traditional toys

Traditional toys include traditional toy vehicles, traditional educational
toys, dolls and other traditional toys such as outdoor and sport as
well as infant toys. During the six months ended 30 June 2021, (i)
the majority of revenue from traditional toys were derived from sale
of traditional toy vehicles, which include pull back toy vehicles and
inertia toy vehicles which are mainly designed for children aged one
to three years or above; and (i) most of these toys were sold under
the "kidztech” brand.

Brands

The Group’s smart toys and traditional toy products are (i) branded
with its “kidztech” brand; (ii) co-branded with renowned automobile
manufacturers, popular entertainment characters featured in
animated television series or motion pictures or toy brand owner;
or (iii) branded under its overseas customers brands, which mainly
represent the products manufactured by the Group on ODM and
OEM bases and the products sold to its customers branded under
their respective brands.
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MANAGEMENT DISCUSSION AND ANALYSIS
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During the six months ended 30 June 2021, (i) approximately
81.3% of revenue was attributable to products under the “kidztech”
brand (corresponding period in 2020: approximately 65.1%), (ii)
approximately 8.2% of revenue was attributable to products under
co-brand (corresponding period in 2020: approximately 24%) and
(iii) approximately 10.5% of revenue was attributable to products
under overseas customers brands (corresponding period in 2020:
approximately 10.9%).

The Group believes that co-branding with other famous brands allows
the Group to leverage on the marketing benefits of the internationally
renowned brands to expediently gain consumer awareness,
and recognition of authenticity, and to establish creditability and
market acceptance from the mass market. After the COVID-19
epidemic continues to improve, the Group will continue to seek for
opportunities to collaborate with other famous brands in order to
increase the marketability of its products.

Anti-epidemic products

Due to the constant changes in (a) the demand for anti-epidemic
products in light of the uncertain development of COVID-19; and (b)
the import and export regulations and sales policies in the PRC and
other countries, the Group suspended the manufacturing and sale of
anti-epidemic products during the six months ended 30 June 2021
and thus no revenue was generated from this business segment.

Gross profit and gross profit margin

The Group’s gross profit decreased from approximately RMB40.0
million for the six months ended 30 June 2020 to approximately
RMB36.4 million for the six months ended 30 June 2021,
representing a decrease of approximately 9.0%. The Group’s gross
profit margin decreased by approximately 2.7% from approximately
34.3% for the six months ended 30 June 2020 to approximately
31.6% for the six months ended 30 June 2021. The Group reduced
sales to markets in Europe and the US which are more seriously
affected by COVID-19, resulting in the amount and proportion of
revenue attributable to direct sales to overseas customers that have
higher gross profit margin dropped temporarily, and thus led to a
temporary decrease in gross profit and gross profit margin.
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MANAGEMENT DISCUSSION AND ANALYSIS

Profit for the period

The Group recorded net profit of approximately RMB7.3 million for
the six months ended 30 June 2021, representing (a) an increase of
approximately RMB5.7 million or 356.3% when compared to the net
profit of approximately RMB1.6 million for the six months ended 30
June 2020; and (b) a decrease of approximately RMB6.9 million or
48.6% when compared to the adjusted net profit (excluding the one-
off listing expenses) of approximately RMB14.2 million for the six
months ended 30 June 2020. The Group’s net profit margin decreased
from approximately 12.1% (adjusted after the one-off listing and
professional expenses for the listing of the shares of the Company on
the Stock Exchange (the “Listing”) were excluded) for the six months
ended 30 June 2020 to approximately 6.3% for the six months ended
30 June 2021. The decrease in net profit (adjusted after excluding the
non-recurring Listing expenses) of the Group was mainly attributable
to (i) the substantial increase in operating expenses (in particular, the
freight charges and transportation cost) during the six months ended
30 June 2021 when compared to the six months ended 30 June
2020 due to (a) the significant increase in freight charges from Hong
Kong or Shenzhen to Europe and the US caused by the increased
demand for products exported from the PRC in the markets in Europe
and US which drove the increase in the demand for air cargo spaces
and the shortage thereof; and (b) the double in transport time as a
result of the shortage of human resources at the ports in Europe and
US, and the delivery schedules of the Group's orders in such markets
have been seriously affected by port congestion and delays; and (ii)
due to the impact caused by COVID-19, the Group adjusted the focus
in different major markets and reduced sales to markets in Europe
and the US which are more seriously affected by COVID-19 and the
emergence of COVID-19 Delta variant, resulting in a decrease in
the amount and proportion of revenue attributable to direct sales to
overseas customers that have higher gross profit margin in revenue
temporarily dropped, which led to a decrease in net profit and net
profit margin temporarily.

Selling expenses

The Group's selling expenses decreased by approximately 6.3% from
approximately RMB6.4 million for the six months ended 30 June
2020 to approximately RMB6.0 million for the six months ended 30
June 2021, which was primarily due to the decrease in the Group’s
revenue attributable to overseas customers, which supposedly should
cause the corresponding decrease in selling expenses, but was offset
by the substantial increase in freight charges and transportation
expenses.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Administrative expenses

The Group’s administrative expenses decreased by approximately
36.1% from approximately RMB26.3 million for the six months ended
30 June 2020 to approximately RMB16.8 million for the six months
ended 30 June 2021, which was mainly due to the fact that there
was no one-off Listing expense incurred for the six months ended 30
June 2021.

Taxation

Income tax expenses decreased by approximately 48.6% to
approximately RMB1.9 million for the six months ended 30 June 2021
from approximately RMB3.7 million for the six months ended 30 June
2020, which was due to the decrease in profit of the Group.

The Group's effective tax rate decreased from approximately 70.6%
for the six months ended 30 June 2020 to approximately 20.2% for
the six months ended 30 June 2021, which remained basically stable
compared to the effective tax rate for the six months ended 30 June
2019 of approximately 18.7%, which was mainly due to the fact that
there was no non tax-deductible one-off Listing expenses and the
increase in professional fees incurred by Listing during the six months
ended 30 June 2021.

Liquidity and financial resources

As at 30 June 2021, the gearing ratio, which represents the Group’s
total borrowings divided by total equity, was approximately 36.1%
(31 December 2020: approximately 36.8%). As at 30 June 2021,
the Group's total borrowings were approximately RMB153.0 million
(31 December 2020: approximately RMB155.9 million) and the total
equity was approximately RMB423.6 million (31 December 2020:
approximately RMB 423.5 million). The total borrowings represent the
outstanding loans of the Group. The gearing ratio of the Group had
been stabilised.

The current ratio, which is calculated based on the total current
assets at the respective dates divided by the total current liabilities
at the respective dates, was approximately 1.6 as at 30 June 2021
(31 December 2020: approximately 1.7); whereas the quick ratio,
which is calculated based on the total current assets (excluding
inventories) at the respective dates divided by the total current
liabilities at the respective dates, was approximately 1.4 as at
30 June 2021 (31 December 2020: approximately 1.5).
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MANAGEMENT DISCUSSION AND ANALYSIS

Working capital

The average inventory turnover period of the Group was
approximately 131 days for the six months ended 30 June 2021 (for
the year ended 31 December 2020: approximately 107.5 days), which
was primarily due to the addition in inventory reserve and preparation
for future growing orders as anticipated by the Group.

The Group's trade receivables increased from approximately RMB77.8
million as at 31 December 2020 to approximately RMB78.7 million
as at 30 June 2021. The Group’s average turnover days of trade
receivables increased from approximately 85.1 days for the year
ended 31 December 2020 to approximately 122 days for the six
months ended 30 June 2021, which remained basically stable when
compared to approximately 123.8 days for the six months ended
30 June 2020, which was mainly due to the relatively apparent
seasonality of the Group’s business and the first half year is a
comparatively off season.

The Group's trade and other payables increased by approximately
RMB1.5 million or approximately 2.7% from approximately RMB56.6
million as at 31 December 2020 to approximately RMB58.1 million
as at 30 June 2021. The Group's average trade payable turnover
days increased from approximately 66.4 days for the year ended
31 December 2020 to approximately 130 days for the six months
ended 30 June 2021. The change was mainly due to the impact of
COVID-19 which the Group had delayed part of the payment progress
accordingly.

Bank and other borrowings

As at 30 June 2021, all the bank and other borrowings, amounting
approximately RMB153.0 million (31 December 2020: approximately
RMB155.9 million), were repayable on demand.

The weighted average effective interest rate as at 30 June 2021 was
approximately 3.63% (31 December 2020: approximately 4.7 %).

Significant investments, material acquisitions and disposal of
subsidiaries

The Group did not have any significant investments, material
acquisitions and disposal of subsidiaries during the six months ended
30 June 2021.
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Capital structure

The capital structure of the Group is mainly based on the equity
attributable to the shareholders of the Company (the “Shareholders”)
(including share capital and reserves). As at 30 June 2021, the total
number of issued ordinary Shares was 520,886,000 with a par value
of HK$0.001 each (31 December 2020: 520,886,000 shares).

Pledge of assets

As at 30 June 2021, certain bank and other borrowings of the Group
were secured by property, plant and equipment, right-of-use assets
and personal guarantees provided by Shareholders. Details of which
are set out in note 14 to the consolidated financial statements as set
out in this interim report.

Contingent liabilities

The Group did not have any significant contingent liability as at 30
June 2021 (31 December 2020: nil).

Capital commitments

As at 30 June 2021, the Group had an aggregate capital commitment
of approximately RMB23.4 million (31 December 2020: approximately
RMB23.7 million).

Financial management and treasury policy

The financial risk management of the Group is the responsibility of
the Group's treasury function at its head office. The Group adopted
prudent funding and treasury management policies while maintaining
an overall healthy financial position. The Group’s source of funding
was raised by cash generated from operating activities and bank
borrowings. The Group’s treasury policies mainly include managing
capital liquidity and yield to safeguard the healthy development of
the principal businesses of the Group. The Group regularly reviews
its major funding positions to ensure that it has adequate financial
resources in meeting its financial obligations. The Group is from time
to time considering various alternatives including but not limited to
financial institution borrowings, non-financial institution borrowings,
bonds issuance, etc.
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—TPHIRE  FTEERERAR

MANAGEMENT DISCUSSION AND ANALYSIS

Foreign exchange exposure

The Group's operating subsidiary incorporated in Hong Kong operates
with most transactions being settled in US dollars ("USD"), except
for certain transactions which are denominated in Hong Kong dollars
("HK$") or other currencies. The functional currency of this subsidiary
is USD. The Group's operating subsidiaries incorporated in the PRC
operate in the PRC and their functional currency is Renminbi (“RMB").
As at 30 June 2021, foreign exchange risk arose mainly from certain
intra-group transactions and balances of the operating subsidiaries in
the PRC which are denominated in USD and the accrual of the Listing
expenses which are denominated in HK$. The Directors consider that
no significant foreign exchange risk exists for the Group.

Employees and Remuneration Policies

As at 30 June 2021, the Group had approximately 491 (31 December
2020: 665) full-time employees, of which, 18 of them were in Hong
Kong and the rest of them were stationed in Shantou and Shenzhen,
the PRC.

The remuneration packages offered by the Group to its employees,
including salaries, accidental insurance and allowances, depending
on their job nature. Bonuses are generally discretionary and based in
part on employee performance and in part on the overall performance
of the Group's business. The Group has implemented training
programmes for its employees to meet different job requirements,
such as training on production procedures for its staff at its production
department. It is believed that these initiatives have contributed to
the increased productivity of employees of the Group. The Group
has also adopted a share option scheme to reward, among others,
its employees for their contribution to the Group (the “Share Option
Scheme”), details of which are set out in the section headed “Share
Option Scheme” below of this interim report.

As required by the relevant PRC laws and regulations, the Group has
participated in housing fund and various employee social security
plans that are organised by applicable local municipal and provincial
governments, including housing, pension, medical, work-related
injury and unemployment benefit plans, under which contributions
were made at specified percentages of the salaries of its employees.
Bonuses are generally discretionary and based in part on employee
performance and in part on the overall performance of its business.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR D

The Group has arranged for its employees in Hong Kong to join the
Mandatory Provident Fund Scheme (the “MPF Scheme”), a defined
contribution scheme managed by an independent trustee. Under the
MPF Scheme, the Group's company in Hong Kong (the employer) and
its employees make monthly contributions to the scheme at 5% of
the employees’ earnings as defined under the Mandatory Provident
Fund legislation. The monthly contributions of each of the Group’s
companies and its employees are subject to a cap of HK$1,500 and
thereafter contributions are voluntary.

The Group's contributions to the defined contribution scheme are
expensed as incurred and not reduced by contributions forfeited by
those employees who leave the plans prior to vesting fully in the
contributions.

Impact of the Epidemic and Outlook

Due to the continuous outbreak of COVID-19 and the emergence
of the COVID-19 Delta variant, the Group’s operations were being
affected and will still be subject to further development of the
epidemic and related government advice or restrictions. The Directors
will continue to assess the impact of the epidemic on the Group'’s
operation and financial performance and closely monitor and manage
the Group's exposure to the risks and uncertainties in connection
therewith. The Group will take appropriate measures as necessary
and inform the Shareholders and potential investors of the Company
as and when necessary.

On the other hand, with the aim of further developing its business and
continuing its growth and also taking into account the development
of the current epidemic situation and the actual circumstance of the
overseas and PRC markets, the Group will implement the following
strategies:

° After the impart of COVID-19 Delta variant continues to
improve, continue to prioritise and focus on overseas market by
(i) maintaining and strengthening relationship with its existing
direct overseas customers; and (ii) staying alert to the epidemic,
while expanding the customer base;

° continue to strengthen, expand and diversify its customer base
by focusing on (i) the PRC Export-Oriented Wholesalers; and (ii)
the PRC retailers;

° diversify its product offerings through continuous development
of new products and global licensing strategy;

o expand its production capacity and improve its production
efficiency; and

° allocate more resources to expand domestic sales.
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T HRE  FTERERERAR

CONDENSED CONSOLIDATED INTERIM STATEMENT OF
COMPREHENSIVE INCOME

AR S R E R ER

Six months ended

30 June
BZEAXA=tHILAER
2021 2020
B —E T4
RMB’000 RMB'000
ARMT T ARETTT
Notes (unaudited) (unaudited)
B =E (REER) (REEEZ)
Revenue ek 4 115,473 116,836
Cost of sales SHEKA (79,038) (76,812)
Gross profit EF 36,435 40,024
Selling expenses HERX (6,014) (6,384)
Administrative expenses THRE X (16,760) (26,321)
Net impairment losses on trade 2 S EWIERE
receivables E TR (2,124) (2,319)
Other income E g A 3,237 4,932
Profit from operation RERF 14,774 9,932
Finance costs BhE KA 5 (5,608) (4,660)
Profit before tax BRBLATZ R 9,166 5,272
Income tax expense FriSHifsz 6 (1,856) (3,722)
Profit for the period attributable to A2 T HEE AR
the owners of the Company EhEF 7 7310 1,550
Other comprehensive income Hit2mEks
Items that may be classified to profit T E# 7 HZ/EmHIEE -
or loss:
Exchange differences on translating ME BN & TS HIME H Z 58
foreign operations 540 774
Other comprehensive income HRE A 2 E RS
for the period 540 774
Total comprehensive income for RATEE AEGTHR
the period attributable to 2HK@ATE
the owners of the Company 7,850 2,324
Earnings per share sRER
Basic and diluted (RMB cents per share) ZA&AN#58 (FRARED) 8 14 0.3
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF
FINANCIAL POSITION
FEAAR & A B AR R

Interim Report 2021

As at As at
30 June 31 December
2021 2020
R-B——F R_T_TF
AA=+HA +=AH E+* S|
RMB’'000 RMB’000
ARET T ARET T
Notes (unaudited) (audited)
Mo5E (REBERZ) (peE%)

Non-current assets FRBEE
Property, plant and equipment M - R KRR 10 172,433 172,638
Right-of-use assets FREEE 11 40,345 36,870
Intangible assets BYAE 5,372 7,199
Deferred income tax assets FEFTSTHEE 4,005 3,636
Prepayments TEfFRIE 59,964 58,015
282,119 278,258

Current assets REBEE
Inventories =FE 65,147 50,270
Trade receivables 2 S REWGRIA 12 78,674 77819
Prepayment and other receivables TEH/TAIE&ﬁ@JTE’E\W?’AIE 135,565 130,740
Restricted cash SRRFIRE - 1,035
Cash and cash equivalents Re MRS EEY 109,587 132,424
388,973 392,288
Current liabilities RBAE

Trade and other payables ﬁ%&ﬁ‘rﬁlﬂgﬁm 13 58,053 56,583
Amount due to a related company JE 1< — EI RS A B 3KE 962 962
Contract liabilities AHaE 1,904 955
License fee payable JERIRIEE 1,692 3,651
Bank and other borrowings HR1T SR ELM X 14 153,019 155,890
Lease liabilities HEAE 4,653 2,671
Current income tax liabilities BNEARTIS i B E 15,472 15,139
235,755 235,851
Net current assets REEERE 153,218 156,437
Total assets less current liabilities EEABRRABEE 435,337 434,695

Non-current liabilities FRBEE
Deferred revenue FEIEW S 1,332 1,747
Deferred tax liabilities FERIEE E 2,463 2,487
Lease liabilities HEAE 7313 5,320
License fee payable JEfS RS 609 1,599
1,717 11,153
NET ASSETS EEFE 423,620 423,542

Capital and reserves EAXR#E
Share capital &N 15 467 467
Reserves ] 423,153 423,075
TOTAL EQUITY e 423,620 423,542
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hEfRE  FTERRARAR

CONDENSED CONSOLIDATED INTERIM STATEMENT OF
CHANGES IN EQUITY
GRS P HERS B R

Foreign
currency
Share Share Statutory Capital translation Merger Retained
capital premium reserve reserve reserve reserve eamings Total
Bk RftEE  EERE 0 EARE  MBBERE SRR REEA &
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETR  ARETT  ARETn  AREBTR  ARETn  ARMTR  ARETR
At 1 January 2021 (audited) RZE=-£-f-B (B%k) 467 101,378 19,174 214,282 (1,348) (22,103) 51,692 423542
Total comprehensive income for the period - M2 ENELEE (RSEH)

(unaudited) - - - - 540 - 1310 7850
Transfer to statutory reserve (naudited) ~ BEZETRE (REEE) - - 1,645 - - - (1,648) -
Dividend paid unaudited) EfilkE (£EEH) - - - - - - (1772) (17m2)
At 30 June 2021 (unaudited) R=B--FxA=1H

(REEH) 467 101,378 2819 274,282 (808) (22,103) 49,585 423,620
At 1 January 2020 (audited) R-B-%F-F-A

(£2H) 70 - 14,535 274598 1,609 (22,109 3,188 300897
Total comprehensive income for the period M2 ENALE (REEH)

(unaudited) = = — — Th — 1,550 2324
Transfer to statutory reserve (unaudited) ~ EAEETEE (REEH) - = 1,405 = = = (1,408] =
Capitalisation issue (unaudited) BAILRS (RE2h) 316 = - (316) = = - -
Issue of shares under the Listing (unaudited)  #5:48 E &N (KiEEH) 81 111539 = = = = = 111,620
Listing expenses included in share premium 5 AIRIRE(ER) LR

(unaudited) (~E57) - (10,83 - - - - - (10,836)
At 30 June 2020 (unaudited) W-BZ2EXA=TH

(REEH) 467 100,703 15,940 1428 2383 (22,109) 32,333 404,005
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF

CASH FLOWS
FRAGEFHEERER

Six months ended

30 June
BEAA=1THLEAREA
2021 2020
—E-—fF —ECTF
RMB’'000 RMB’000
ARET T AREBT T
(unaudited) (unaudited)
(REER) (REEEZ)
Net cash used in K RN S5
operating activities (1,276) (30,546)
Net cash used in investing activities WEREFTAR S F5E (12,817) (50,164)
Net cash (used in)/generated from AEES) (FTH) Fi5IRe T8
financing activities (8,206) 74,341
Net decrease in cash and ReRBLSEEWRDFE
cash equivalents (22,299) (6,369)
Cash and cash equivalents BB e MREEEY
at beginning of period 132,424 116,629
Exchange differences on cash Re MR FEBYHEN =58
and cash equivalents (538) (400)
Cash and cash equivalents at end HRRERREEEY
of period 109,587 109,860
Analysis of cash and RERBREEBYHT
cash equivalents
Bank and cash balances RIT RIS R 109,587 109,860
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T HRE  FTERERERAR

NOTES TO THE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS

General Information

Kidztech Holdings Limited (the "Company"”) was incorporated
in the Cayman Islands on 25 October 2019 as an exempted
company with limited liability under the Companies Law of the
Cayman lIslands. The address of its registered office is Cricket
Square, Hutchins Drive, PO Box 2681, Grand Cayman, KY1-1111,
Cayman Islands. The Company's shares were listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 18 March 2020.

The Company is an investment holding company and its
subsidiaries (together, “the Group”) are principally engaged in
manufacturing and sales of toys.

Basis of Preparation

These condensed consolidated financial statements have been
prepared in accordance with Hong Kong Accounting Standard
34 “Interim Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA") and
the applicable disclosures required by the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited.

These condensed consolidated financial statements should be
read in conjunction with the 2020 annual financial statements.
The accounting policies and methods of computation used
in the preparation of these condensed consolidated financial
statements are consistent with those used in the annual
financial statements for the year ended 31 December 2020.

Application of New and Revised Hong Kong
Financial Reporting Standards

In the current period, the Group has adopted all the new and
revised Hong Kong Financial Reporting Standards (“HKFRSs")
issued by the HKICPA that are relevant to its operations and
effective for its accounting period beginning on 1 January 2021.
HKFRSs comprise Hong Kong Financial Reporting Standards;
Hong Kong Accounting Standards; and Interpretations. The
adoption of these new and revised HKFRSs did not result
in significant changes to the Group's accounting policies,
presentation of the Group's financial statements and amounts
reported for the current and prior periods.

The Group has not applied the new HKFRSs that have been
issued but are not yet effective. The application of these
new HKFRSs will not have material impact on the financial
statements of the Group.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS
i BAAR & H B B A SRR MY o

4.

18

Revenue and Segment Information

4.

Wz ko EHER
Six months ended
30 June

BEAA=tTHLEREAR
2021 2020
—E-—F —ETF
RMB’'000 RMB'000
AR¥T T ARETTT
(unaudited) (unaudited)

(REER) (RigER)

Sales of toy cars HEBEE
Sales of anti-epidemic products S5 & B

The Group is principally engaged in manufacturing and sales
of toy cars. Management reviews the operating results of the
business as one operating segment to make decisions about
resources to be allocated. Therefore, the executive directors of
the Company regard that there is only one operating segment
which is used to make strategic decisions. Revenue and profit
before income tax are the measures reported to the executive
directors of the Company for the purpose of resources
allocation and performance assessment.

As at 30 June 2021, majority of the Group's non-current assets
were located in the PRC (31 December 2020: same).

115,473 111,438
- 5,398
115,473 116,836

AEE TR EEEEEREE - B
EEEMNEGREXERKERS
—EEE DR - MIEHEIRDBCRIR
E o Bt - AABHITESZRA 2
B —E R UAVEH SR BE MORTE HY A& 5
7B o e MRS RAT RN I AR
DEERBFEMERT AR BT
BE=MEE -

RZZT-_—FA=1H KEEX
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T HRE  FTERERERAR

NOTES TO THE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS

Revenue and Segment Information
(Continued)

Disaggregation of revenue from contracts with customers:

B AR & P B B RS SRR B

ko RPER (F&)

KEBEFANNKEEINIT

Segment CarToys
AN BHE
Six months ended
30 June
BEAA=tTHLERER
2021 2020
—E-—fF —ECEE
RMB’000 RMB'000
AR¥TT ARETTT
(unaudited) (unaudited)
(REER) (REEEZ)
Geographical markets @ Hi5
Mainland China HR A, 98,597 81,240
Out of Mainland China H B A AN 16,876 35,596
Total FGEy 115,473 116,836
Major products FTEEM
Smart toy vehicles BB 44,911 63,078
Smart interactive toys BREEENITA 7412 14,586
Traditional toys Esir A 63,150 33,774
Anti-epidemic products FH 7% F & - 5,398
Total Bt 115,473 116,836
Timing of revenue recognition  FEFZUNZE HY B
At a point in time RE— % 115,473 116,836
Sales of toy cars and anti-epidemic products SHE BRI EAm

The Group sells toy cars and anti-epidemic products to the
customers. Sales of a contract are recognised when control
of the products has transferred, being when the products are
delivered to a customer, there is no unfulfilled obligation that
could affect the customer’s acceptance of the products and the
customer has obtained legal titles to the products.

AEERTEFPHEEELZMAMR
BHHENERZEHEER (NER
RNFER) BXERBITELER
FERFPEMERREFPERSERN
ETE A RERER ©
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS
i BAAR & H B B A SRR MY o

4. Revenue and Segment Information 4. WaER7HER (&)
(Continued)
Revenue from major customers
Six months ended
30 June
BZEANA=THLLAEA
2021 2020
—E- & —ZT-TF
RMB’000 RMB'000
AR¥T T ARETTT
(unaudited) (unaudited)
(REER) (REEZ)
Customer A EEA 19,801 N/ATNE A *
Customer B =FB 12,441 N/ATNE A *
Customer C EFEC N/A RiE A * 13,436
Customer D EFD N/A RiE A * 12,501
* The customer contributed less than 10% of total revenue during * ZEFPHE_T-_—Fx=FT=F
the six months ended 30 June 2021 or 2020. FRNA=1 BN EA B BKED
BRITR10% ©
5. Finance Costs 5. BIERZ

Six months ended

20

30 June
BEARA=1THILEARER
2021 2020
—E-—F —ETF
RMB’000 RMB'000
ARETT ARBT T
(unaudited) (unaudited)
(REER) (REEFEZ)
Interest expenses on TREREF ERZ
bank borrowings 3,733 3,037
Interest expenses on HE g R F B
other borrowings 1,417 970
Interest expenses on HEBENF SR
lease liabilities 317 83
Interest expenses on JEIR BT B
license fee payables 47 95
Others EAth 94 475
5,608 4,660




T HRE  FTERERERAR

NOTES TO THE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS
FBAAR S HA BT TS SRR MY =

6. IncomeTax Expense 6. FTEHBX
Six months ended
30 June
BZEAXA=1THILAEA
2021 2020
—EB-—F —EFTF
RMB’000 RMB'000
ARMT T ARBFIT
(unaudited) (unaudited)
(REER) (REEEZ)
Current tax — Hong Kong Profit tax ENEAT:E — FB ST
— Provision for the period — BB - 19
Current tax — PRC Enterprise BIHATIE — BT
Income Tax
— Provision for the period — BB 2,616 4,260
Deferred income tax EIEFTSEL (760) (557)
1,856 3,722
Tax charge on profits assessable elsewhere have been H b 3h [ JE ER 5 Va5 K1) 2 B 1B A 2 TR
calculated at the rates of tax prevailing in the countries in which RSB LR K E Al R R &
the Group operates, based on existing legislation, interpretation RATHIERER - ZERIEGIFTE -
and practices in respect thereof.
7. Profit for the Period 7 HREF
The Group's profit for the period is arrived at after charging: REBE BN R TS H0BR
Six months ended
30 June
BZEAXA=1THILLAEA
2021 2020
—EB-—F —TFF
RMB’000 RMB'000
ARMT T ARBFIT
(unaudited) (unaudited)
(REEER) (REEEZ)
Cost of inventories sold HEFEKA 38,643 45,535
Depreciation of right-of-use assets {F AL EHTE 3,099 2,218
Depreciation of property, plant YIZ -~ BB R ETE
and equipment 9,575 8,445
Amortisation of intangible assets & E R 3,020 2,438
Staff costs (including BTHA (BREEEME)
directors’ emoluments) 15,859 21,474
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS
FRAAR S HA B S SRR M =

10.

1.

22

Earnings Per Share

Basic earnings per share

The calculation of basic earnings per share attributable to
owners of the Company is based on the profit for the period
attributable to owners of the Company of approximately
RMB7310,000 (2020: RMB1,550,000) and the weighted
average number of ordinary shares of 520,886,000 (2020:
482,824,000) in issue during the period.

Diluted earnings per share

No diluted earnings per share is presented as the Company did
not have any dilutive potential ordinary shares during the six
months ended 30 June 2021 and 2020.

Dividends

Final dividend of HKDO0.018 per ordinary share for the year
ended 31 December 2020 was approved and paid. The Directors
do not recommend the payment of an interim dividend for the
six months ended 30 June 2021 (2020: Nil).

Property, Plant and Equipment

During the six months ended 30 June 2021, property, plant and
equipment approximately of RMB14,691,000 (30 June 2020:
RMB33,448,000) was acquired by the Group.

Right-of-use Assets

During the six months ended 30 June 2021, the Group has
lease contracts for various items of leasehold land and buildings,
and therefore recognised the additions to right-of-use assets of
approximately RMB6,643,000 (30 June 2020: RMB3,955,000).

10.

1.

SREF
BREREF

RNARHER NEEBRERRF T E
RARE B ANERHABFHAR
#7310,0007T (ZE-FF : ARKE
1,550,0007T) &KHAAE ZE1TEBARE
hn4E S 15 2 520,886,0008% (—F —
T4E 1 482,824,000 %) 5HE o

SRBHERF

HRARREHEZZT - —FR=-F=
TFENA=+HIENE R W EEE
EEEEER - At EZ2Y|GRE
SEAF

IRE

BHE-_ZT-TF+-_A=+—H1
FENRARKRESREBIR0.0188
TLEERLE RIRT - EFW T EZER
AEEEHZE T -_—FA=1+HIt
NERARMNFERE (ZTE_ZF :
/) o

ME - BERRE

BE_ZT-_—®A=1+HI/EA
A AEEREBLH AR 14,691,000
T (ZE_ZEXNA=1H: ARK
33,448,0007T) FIMIZE ~ RIS Rt ©

EREEE

BT - —9FXA=1+HI~E
AR AEEATRBEE i Kig
FEHENHAESY  BAELEERE
RAEEERNE N AR %6643,000
T (ZZEZTFAA=1+H: AR
3,955,0007T) °
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS
FBAAR S HA BT TS SRR MY =

12. Trade Receivables 12. EZEIWRFIE
30 June 31 December
2021 2020
—E-—F —ETF
ANA=+HA +=A=+—H
RMB’'000 RMB'000
ARET T ARET T
(unaudited) (audited)
(REBERZ) (pez81%)
Trade receivables B S EWGIE 94,840 91,848
Less: provision for impairment B ORERE (16,166) (14,029)
78,674 77819

The aging analysis of trade receivables as at the balance sheet
date, based on the date of recognition of the service income or

RIERRBBALEEERBHFE
WEZREFIEREMREERER

goods sold, is as follows: HRBRER DT T :
30 June 31 December
2021 2020
s —ETF
AA=tH +ZA=+—H
RMB’000 RMB'000
ARBT T AREBT T
(unaudited) (audited)
(REER) (Fez=%)
Less than 30 days LRR30K 46,316 25,764
31 days to 120 days 31 RE120K 16,097 39,033
121 days to 1 year 121 RE1F 27,619 19,050
1 year to 2 years 1FEZE24 1,533 6,845
More than 2 years @2 F 3,275 1,156
94,840 91,848
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13. Trade and Other Payables

13. EZRHMEMNKIE

30 June 31 December

2021 2020

—E-—F —ETF

AA=+H +TZA=t+—8H

RMB’000 RMB'000

AR¥T T ARBTFT

(unaudited) (audited)

(RBEX) (ge&%)

Trade payables B SN FIE 23,281 19,021

Accrued other expenses EEAHMAS 19,289 12,590

Accrued listing expenses EEA TR — 10,660

Payroll payable JFEE 1T B T 25 B 5,186 4,305
Value-added-tax and AR MM E IR

other tax payables 10,297 9,303

Refund liabilities RPBE - 704

58,053 56,583

An aging analysis of the trade payables at the end of the
reporting period, based on invoice dates, is as follows:

RREPRIZEZEARAENE HIE

NFIBEFRE DT

30 June 31 December

2021 2020

—EC-—F —TTF

AA=tH +ZA=+—H

RMB’000 RMB’000

AR%T T AREBT T

(unaudited) (audited)

(REER) (F&z=%)

Less than 30 days LRR30K 2,805 3,783
31 days to 120 days 31 RE120K 8,399 6,711
121 days to 1 year 121 KE1HF 3,378 4,851
1 year to 2 years 1FEZE24 8,147 3,097
More than 2 years @2 F 552 579
23,281 19,021
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14. Bank and Other Borrowings

B AR & P B B RS SRR B

14. SRITREMERK

30 June 31 December

2021 2020
—E-—F —ETF
ANA=+HA +=A=+—H
RMB’'000 RMB'000
AR¥T T ARET T
(unaudited) (audited)
(REER) (pez81%)
Bank loans RITEK 101,127 97.295
Other borrowings HEfbfER 51,892 58,595
153,019 155,890

Analysed as: DT
— Secured — B 153,019 155,890
— Unsecured — K1 - =
153,019 155,890

The borrowings are repayable as follows:

R TS R AR

30 June 31 December

2021 2020

—E- & —E-TF

ANA=+H +=—A=+—H

RMB’000 RMB'000

ARMT T ARBFIT

(unaudited) (audited)

(REER) (F&EZ%)

On demand or within one year RERSINR—FRN 153,019 155,890

Other borrowings include loans from non-bank financial
institutions and loan obtained from a state-owned company to
Kidztech (Shantou) Information Technology Co., Ltd. (“Kidztech
Infotech”), a subsidiary of the Group.

As at 30 June 2021, certain bank and other borrowings were
secured by:

—  Property, plant and equipment and right-of-use assets;
and

—  Personal guarantee provided by Mr. Yu Huang and Ms.
Chen Cheng and certain minority shareholders of the
Company

HibfERBIEIFEFRITERBBOER
R—BEtETAEE —HHEA
AFLTE CLE) EEMKERAH
(TFTEEERER]) MER -

RZBEZ—FXA=+H - &MHRTT
NEADEFAIA T & E R

— VX BEARBRERESR
B R

— HBRERERRBZLIUARA
AR D HIREBH N EALE
1% °

25



Kidztech Holdings Limited

Interim Report 2021

NOTES TO THE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS
i BAAR & H B B A SRR MY o

15. Share Capital 15. A<
Number of
Note ordinary shares HKD000 RMB000
Bzt EERHA THEx ARET T
Authorised: AT
Ordinary shares of HKD0.001 FA%0.001 /87T
each VE R
At 31 December 2020 (audited) R-T-TF
and 30 June 2021 (unaudited) +-A=+—H (£&%)
k=%, A=+H
(REER) 5,000,000,000 5,000 4,470
Issued and fully paid: BEREIRAR :
At 1 January 2020 (audited) NZE=ZTF—A—H
(&&8) 78,000,000 78 70
Capitalisation issue BT a 353,600,000 354 316
Issue of shares under the Listing BIE EmETRG
—The listing — ki b 88,400,000 88 80
— Overallotment option —RRARC R ® 886,000 1 1
At 31 December 2020 (audited) NZE-ZTF+-R=1+—H
and 30 June 2021 (unaudited) (B%EZ) R=E-—F
NA=ZTH (REER) 520,886,000 521 467

26

On 18 March 2020, 353,600,000 shares of HKD0.001 each
were allotted and issued at par to the then shareholders
of the Company in proportion to their then shareholdings
as at 13 February 2020 by capitalisation of an amount of
HKD353,600 standing to the debit of the capital reserve

On 18 March 2020, the Company’s shares were listed
on The Stock Exchange of Hong Kong Limited and public
offer of a total 88,400,000 shares at an offer price of

(a)

account of the Company.
(b)

HKD1.38 per share.
(c)

On 3 April 2020, 886,000 additional shares of HKD1.38
each were allotted and issued to the sole global
coordinator under the exercise of the over-allotment
option.

(a)

W-EBE-ZTE=F+/\H &
NN BE-_BEE-_A+=
HERRRAFRLA - mA
A A E B A RB% B AR B P BT
353,600,000 % & % [ {5 0.001
BTG - FREEARAR
R 17 34 (B BR HY #E BR %8.353,600
TR ITTEN o

RZE-_ZTF=A+/\H ' &
REIBRNEBRBHER B
BRAR LM MAHAEERN
75 = 31T 4851 88,400,000 % %
1 BEIIERER138ETT -

MR-Z_ZFFMA=H - 886,000
Pr A 1.38 78 TT Y B SN £ AR
RITEBER A AEMERLE &
BT TERERMAA °



16.

17.

18.

Contingent Liabilities

The Group did not have any significant contingent liabilities at
30 June 2021 (At 31 December 2020: Nil).

Capital Commitment

The Group's capital commitments at the end of the reporting
period are as follows:

T HRE  FTERERERAR

NOTES TO THE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS
FBAAR S HA BT TS SRR MY =

16. ARBE

AEBR T —FRA=THLE
EREXRSIAREE (ZF_FF+ =

B=+—08:&)-

17. BAEIE

AEBENHRERRNEAALEWT

30 June 31 December
2021 2020
B —E-TF
AA=+H +=ZA=+—8H
RMB’000 RMB’000
AR%T T AREET T
(unaudited) (audited)
(REEER) (f&#%)
Property, plant and equipment Y - R KRB
— Contracted but not provided for — 2 5] 4B R ERE A 23,399 23,671

Approval of Financial Statements

The financial statements were approved and authorised for
issue by the Board of Directors on 31 August 2021.

18. #LAERTIEI®RE

M BmARER_E_—FN\A="1—
BREFSIE RIRETIE -

27



Kidztech Holdings Limited Interim Report 2021

OTHER INFORMATION

B

Directors’ and Chief Executive's Interests and
Short Positions in the Shares, Underlying Shares or
Debentures

As at 30 June 2021, the interests and short positions of the Directors
and the chief executive of the Company in the shares, the underlying
shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance, Chapter 571 of the Laws of Hong Kong (the
“SFQO")), which were required to be notified the Company and The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to Divisions 7 and 8 of Part XV of the SFO (including the
interest or short positions which any such Director or chief executive
was taken or deemed to have under such provision of the SFO)
or which were required, pursuant to Section 352 of the SFO or
otherwise notified to the Company and the Stock Exchange pursuant
to the “Model Code for Securities Transactions by Directors of Listed
Issuers” (the “Model Code”) as set out in Appendix 10 to the Rules
Governing the Listing of Securities of the Stock Exchange (the “Listing
Rules”) were as follows:

EENERSTRABRED - 18
B SR B AR RE T R s SOKR R

RIBZ—FRA=1+H FRRAEFHK
SITHABRARRREMBRER (E&
RBEBEPFESN EEFFLAEGRD ([#
HREBEM®RA) EXVE) KRG - ABER
0 R BRI RRIEE S MR EDIE
XVEETRBHAAME AR REBEHAE
XHMARATR (MR WEREIAR
(BEREES MR EIZFHEGREF
HEREANEAEEIORR) - HARE
B MR IGDIE 352 AL TN ZIGFTIE R
BrofMemloRe - IREBRAES L
MR ([ EWmRR ) M+ ETETAE
FETRARZNERETH ([BREFR )
ARG ARE M R FORB T

Number of Approximate
Capacity/Nature Shares held/ Long/ Percentage
Name of Director of Interest interested in Short Position of Shareholding
riss/ BEREREN
BEEpE B,/ RS BRAPEE /%R BABRAEDL
Mr. Yu Huang (Note 1) Interested in 206,946,667 Long position 39.73%
a controlled corporation
RIS (HHEE1) R EEER 1A
Mr. Pui Lik Leung Kenny Interest in 21,080,000 Long position 4.05%
(Note 2) a controlled corporation
BRIkt R EEER e
(PH&E2)
Ms. Zheng Jingyun Interest of spouse 35,966,667 Long position 6.90%
(Note 3)
HELL FefBas e
(PH&E3)
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Notes:

(1) Top Synergy Y&C Limited is owned as to approximately 94.79% by
Mr. Yu Huang and as to approximately 5.21% by Ms. Chen Cheng,
respectively. Therefore, Mr. Yu Huang is deemed to be interested in all
the shares of the Company (the “Shares”) held by Top Synergy Y&C
Limited for the purpose of the SFO.

(2) Keen Pacemaker Limited is wholly owned by Mr. Pui Lik Leung Kenny.
Therefore, Mr. Pui Lik Leung Kenny is deemed to be interested in all the
Shares held by Keen Pacemaker Limited for the purpose of the SFO.

(3)  Ms. Zheng Jingyun is the spouse of Mr. Cai Fenguang. Therefore, Ms.
Zheng Jingyun is deemed to be interested in all the Shares that Mr. Cai
Fenguang is interested in for the purpose of the SFO.

Save as disclosed above, as at 30 June 2021, none of the Directors
nor chief executive of the Company had registered an interest and
short position in the shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning
of Part XV of the SFO) which were required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests or short positions which
were taken or deemed to have under such provisions of the SFO)
or pursuant to Section 352 of the SFO, required to be recorded in
the register or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

—TPHIRE  FTEERERAR
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(1) Top Synergy Y&C Limited 7 Bl &8 5 4
NBREELZ T B 4)94.79% N #15.21% °
Hit - IREFEHFRAEEN - RIEXEW
1R A7E Top Synergy Y&C Limited #6 HIFT
BAARRG ([BRHB]) RHEARER

(2)  Keen Pacemaker Limited 3 B 2! &= % 4
SRR - At - BBEESFKAEKG -
B R 5% 5t & ¥ R B 1E Keen Pacemaker
Limited #58 BUFT A R 1D R HE B #Eam o

@) WEESLTAFETEHRENRE - Hit -
REFFEBEGED  BHFELIHRA
REEEEGAERENMBRNTES

s -

B EXFRREEIN MBI —FRA=T
B BEARAEEFRESTHRAERAE
RAIHAEAREEE (E& REsMEE
BIZEXVER) BBty - R GD KEEE
BEBRBEFLIEGOIFEXVEET RS
DEAE AN R MRS MAR (8
ERERE S R E RO SR E FAR
RERNEAEEIAR)  HBREES
K HIE 16158 362 R iF N B iL Mt ro i s &
KB BIRBRETRIANE AN F RE# R
P iEas SOX R
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Substantial Shareholders’ and Other Persons’
Interests and Short Positions in Shares, Underlying
Shares and Debentures

So far as the Directors are aware, as at 30 June 2021, the following
persons/entities (other than the Directors or the chief executive of
the Company) had an interest or short position in the Shares and
underlying Shares which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO,
or which were recorded in the register required to be kept by the
Company under Section 336 of the SFO, or otherwise notified to the
Company were as follows:

TERRLEMALRERD - 16
BA A SR B AR RE T R 25 SOR R

MEERAAN RZTB=—F<A=F+A" T
FIAL B GEARREEFIHZESTTHA
8) RSB P B RRIEE S K
HIE 51 55 XV AR5 2 &2 399 #B &Y 1 S 1) AR
NERE - RATHENARRREES L
BIRPIE 3B6 IRATIFEMNELMA - A
STHERRAINRRIOAR

Number of Approximate
Capacity/Nature Shares held/ Long/ Percentage
Name of Director of Interest interested in Short Position of Shareholding
FiisE,/ AR
wE B,/ RS RAPEE /%R BABRAED L
Ms. Chen Cheng (Note 1) Interest of spouse 206,946,667 Long position 39.73%
BREEZ+ (MFET) FefBs A
Top Synergy Y&C Limited Beneficial owner 206,946,667 Long position 39.73%
ERERA e
Ms. Ng Mo Sum (Note 2) Interest in 55,333,333 Long position 10.62%
a controlled corporation
RRLzZT (H3E2) R EEER e
Mr. Wu Shu Peng (Note 3) Interest of spouse 55,333,333 Long position 10.62%
RS AE (MEE3) FefBas e
Motivational Mathematics Beneficial owner 55,333,333 Long position 10.62%
Limited BEREEA A
Mr. Cai Fenguang Interest in 35,966,667 Long position 6.90%
a controlled corporation
¥ i R EEER e
Charming Flair Limited Beneficial owner 35,966,667 Long position 6.90%
ERERA e
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Notes:

(1) Ms. Chen Cheng is the spouse of Mr. Yu Huang. Therefore, Ms. Chen
Cheng is deemed to be interested in all the Shares that Mr. Yu Huang is
interested in for the purpose of the SFO.

(2) Motivational Mathematics Limited is owned as to 100% by Ms. Ng
Mo Sum, who is deemed to be interested in all the Shares held by
Motivational Mathematics Limited for the purpose of the SFO.

(3) Mr. Wu Shupeng is the spouse of Ms. Ng Mo Sum. Therefore, Mr. Wu
Shupeng is deemed to be interested in all the Shares that Ms. Ng Mo
Sum is interested in for the purpose of the SFO.

(4)  Charming Flair Limited is owned as to 100% by Mr. Cai Fenguang, who
is deemed to be interested in all the Shares held by Charming Flair
Limited for the purpose of the SFO.

Save as disclosed above, as at 30 June 2021, no person, other than
the Directors and the chief executive of the Company whose interests
are set out in the section headed “Directors’ and Chief Executive's
Interests and Short Positions in the Shares, the Underlying Shares
or Debentures” above, had notified the Company of an interest or
short position in the Shares, underlying Shares or debenture of the
Company that was required to be recorded in the register required to
be kept by the Company pursuant to Section 336 of the SFO or which
would fall to be disclosed under the provisions of Divisions 2 and 3 of
Part XV of the SFO.

Share Option Scheme

The Company conditionally adopted the Share Option Scheme on
13 February 2020, so as to grant options to selected participants as
incentives or rewards for their contribution to the Group. Given that
the Directors are entitled to determine any performance targets to be
achieved as well as the minimum period that an option must be held
before an option can be exercised on a case by case basis, and that
the exercise price of an option cannot in any event fall below the price
stipulated in the Listing Rules or such higher price as may be fixed by
the Directors, it is expected that grantees of an option will make an
effort to contribute to the development of the Group to bring about
an increased market price of the Shares in order to capitalise on the
benefits of the options granted.

—EohRE  FLESERERA

OTHER INFORMATION

BiaE -

(1) ﬁ%%k:ti%%ke?ﬁiﬁﬂiﬁ% ESPL AR i
BHREEED RBLEIERAERE
%i%ﬁﬁ’féﬁﬁ’]ﬁﬁﬁﬂx@'ﬁ%ﬁ%m

(2)  Motivational Mathematics Limited 2 5

DELTHEAF100% - Bt - RIZFH LB
BI&R - REOLZ TR ATE Motivational
Mathematics Limited # & ) FT & I 15 &
HERER -

3) ﬁﬁm%iiﬁﬁﬁft\ﬁimﬁﬂﬁ At
RIRFE S RS GG - RS EWE R
ERELZTHBEREZNMBRNTHESE
A o

(4)  Charming Flair Limited & E X ELHA
100% ° FE It - RIFEFF K HE & - 52
& S A 148 A7 Charming Flair Limited
BENMBRO TP HELER -

B EXFrIREEN R -T - —FEXA=+
B EAL (KARAREERESTTRAE
RO EESHR EX [EERESTTHRA
SRR - ARG Sk ERERE P AR RO
2l —&) EAARARMERARARRG -
MR () Sk B E R A B N A A FIR
EBENIEEFIE B0 KA TEERER
ERMAEmERIOAE - SIREES K
‘W‘M&”‘J%XV*B%Z&%?:“*BE’JMX’E%
WERMNEERIOAE -

AR E

ARRR—F_TF - A+ = AARTREN

—IEBRERT R AMEF2EER DB
1 ERNEEARKE R R BB R
B o BREFARERIEREE EFAED
MER B R EBRAER TR AR A&
Hi - N AR TR EE T ER TR
BER LR ENERLESEATEETE
MESER - BUTRRBEREAR AR
RASERNERFELER - eMmERMDHE
£t UERERM BN S o
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The Directors may, at its absolute discretion, grant options to any
of the following classes of participants: (a) any employee (whether
full-time or part-time including any executive director but excluding
any non-executive director) of the Company, any of the subsidiaries
or any entity (the “Invested Entity") in which any member of the
Group holds an equity interest; (b) any non-executive directors
(including independent non-executive directors of the Company, any
of the subsidiaries or any Invested Entity; (c) any supplier of goods
or services to any member of the Group or any Invested Entity; (d)
any customer of any member of the Group or any Invested Entity;
(e) any person or entity that provides research, development or other
technological support to any member of the Group or any Invested
Entity; (f) any shareholder of any member of the Group or any
Invested Entity or any holder of any securities issued by any member
of the Group or any Invested Entity; (g) any adviser (professional or
otherwise) or consultant to any area of the business or business
development of any member of the Group or any Invested Entity; and
(h) any other group or classes of participants who have contributed
or may contribute by way of joint venture, business alliance or other
business arrangement to the development and growth of the Group.

The total number of the Shares which may be allotted and issued
upon the exercise of all options (excluding, for this purpose, options
which have lapsed in accordance with the terms of the Share Option
Scheme and any other share option scheme of the Company) to be
granted under the Share Option Scheme and any other share option
scheme of the Company must not in aggregate exceed 10% of the
total number of Shares in issue on the date of listing (i.e. 18 March
2020) (the “Listing Date"”), being 52,000,000 Shares. As at 30 June
2021, no option had been granted since the adoption of the Share
Option Scheme. The total number of Shares issued and which may
fall to be issued upon the exercise of the options granted under the
Share Option Scheme and any other share option scheme of the
Company (including both exercised or outstanding options) to each
grantee in any 12-month period shall not exceed 1% of the total
number of Shares in issue for the time being. Any further grant of
options in excess of the 1% limit shall be subject to Shareholders’
approval in general meeting of the Company with such grantee and
his associates abstaining from voting.
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Use of Proceeds from Listing

The Shares were successfully listed on the Main Board of the Stock
Exchange on the Listing Date. The net proceeds (after deducting
related underwriting fees and commissions and expenses payable
in connection with the global offering) raised by the Company from
the listing and prior to the exercise of the overallotment option
were approximately HK$81.2 million (based on the final offer price
of HK$1.38 per Share). Due to the issue and allotment of Shares
pursuant to the partial exercise of the overallotment option on 3 April
2020, an additional net proceeds of approximately HK$1.2 million
were raised.

During the six months ended 30 June 2021, the proceeds were
utilised consistent with that disclosed in the section headed "“Future
Plans and Use of Proceeds” of the prospectus of the Company dated
28 February 2020, details of which are set out below:

—TPHIRE  FTEERERAR
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S FRIER &

B BRI £ B BATERE X AT AR 7T o
MBREEIREESENRIEER RS RE
NRZ% - AREIA _ ETIARKERITEREE
Ao R 2 A AT £ A 1S FUBE FEE4 5 81.2
BEAT (EREREEETR1.38E T
H)  AREZZE_TFMA=HIHTTE
FRRERCARE T BT MR BEAR 1D - BEEEIINT
BREFEN12AEBT -

REBE-T - —FA=1THIXEA - /M
SRERGEARRERR T -TF A
ZHN\BAMAEKRER [ KRR B MAASHRIE
i | —E PR EERN - FBE S

Unutilised Unutilised
Intended use proceeds asat  Amount utilised proceeds as at  Expected timing
of net proceeds 31 December 2020  during the period 30 June 2021 of usage (Note)
RZB-E2F R-B=-%
RS SEbE +=A=+-H YR EILES st AR
FEAR  HABAMESRE RNEREDHASE BAMSHE (F=E)
HK$ million HK$ million HKS$ million HK$ million
BEET BEBT BEET BEET
Funding the planned expansion
of the new production plant
BRLEBERERTEREES 58.4 26.1 105 15.6 By the end of 2021
2 —EER
Maintaining and strengthening
relationship with existing
customers, and acquiring
or investing in downstream
companies
BRFTRERREEFHNIE -
PAR S AR T AR 15.8 14.8 0 14.8 By the end of 2021
2 —EER
General replenishment of
working capital and other
corporate purpose
—RETEEES R
Hi—f AR A% 8.2 — — — —
Total
@t 824 40.9 105 30.4
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Note: The expected timeline for utilising the unutilised proceeds is based
on the best estimation of the future market conditions made by the
Group. It may be subject to change based on the current and future
development of market conditions. The unutilised net proceeds as
stated above remained in the bank accounts of the Group as at the date
of this interim report.

Purchase, Sale or Redemption of Shares

Neither the Company nor any member of the Group had purchased,
sold or redeemed any of the Shares during the six months ended 30
June 2021.

Interim Dividend

The board (the “Board”) of Directors has resolved not to declare
an interim dividend for the six months ended 30 June 2021
(corresponding period in 2020: nil).

Corporate Governance

The Group is committed to maintaining high standards of corporate
governance to safeguard the interests of the Shareholders and to
enhance corporate value and accountability of the Company. During
the six months ended 30 June 2021, the Company has applied the
principles and complied with all applicable code provisions of the
Corporate Governance Code in Appendix 14 (the “CG Code") to the
Listing Rules, save and except the deviation as follows:
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Pursuant to code provision A.2.1 of the CG Code, the roles of
chairman and chief executive should be separate and should not
be performed by the same individual. Mr. Yu Huang is currently the
chairman of the Board and the chief executive officer of the Group.
Mr. Yu Huang has been responsible for the overall management of
the Group since the establishment of the Group. The Board believes
that the current structure enables us to make and implement
business decision swiftly and effectively which promotes the Group's
development in line with other strategies and business direction.
The Board considers that the balance of power and authority,
accountability and independent decision-making under the present
arrangement will not be impaired because of the diverse background
and experience of the executive Directors, non-executive Director and
independent non-executive Directors. Further, the audit committee
of the Company (the “Audit Committee"”), which consists of all
independent non-executive Directors, has free and direct access
to the Company's external auditors and independent professional
advisers when it considers necessary. Therefore, the Directors
consider that the deviation from code provision A.2.1 of the CG
Code is appropriate in such circumstance. In order to maintain good
corporate governance and to fully comply with code provision A.2.1
of the CG Code, the Board will regularly review the need to appoint
different individuals to perform the roles of chairman of the Board and
chief executive separately.

Code of Conduct for Securities Transactions by
Directors

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code") as
set out in Appendix 10 to the Listing Rules as its code of conduct
regarding dealings in the securities of the Company by the Directors
and the Group’s senior management who, because of his/her office
or employment, is likely to possess inside information in relation to
the Group or the Company's securities. Having made specific enquiry,
all Directors confirmed that they had complied with the Model Code
during the six months ended 30 June 2021. In addition, the Company
is not aware of any non-compliance of the Model Code by the senior
management of the Group during the six months ended 30 June
2021.
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Competing Interests

The Directors are not aware of any business or interest of Directors
nor the controlling Shareholder nor any of their respective close
associates (as defined in the Listing Rules) that compete or may
compete with the business of the Group and any conflicts of interests
which any such person has or may have with the Group during the six
months ended 30 June 2021.

Audit Committee

The Company has established the Audit Committee in compliance
with Rule 3.21 of the Listing Rules and the CG Code. The Audit
Committee has reviewed with the management of the Company
these interim results and the accounting principles and practices
adopted by the Group and discussed auditing, risk management,
internal control and financial statements matters, including the review
of the consolidated financial statements of the Group for the six
months ended 30 June 2021.

By order of the Board
Kidztech Holdings Limited
Yu Huang

Chairman

31 August 2021
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