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CHAIRMAN'S STATEMENT

Dear Shareholders,

On behalf of the board (the "Board”) of directors (the
“Directors”) of Kidztech Holdings Limited (the “Company”),
it is my pleasure to present to you the annual report of the
Company and its subsidiaries (together the “Group”) for the
year ended 31 December 2021 (“FY2021").

During FY2021, the global epidemic of coronavirus disease
2019 ("COVID-19") continued to fluctuate and the geopolitical
environment became increasingly unstable, which continued
to pose severe challenges to the business environment. Since
2020, the Group has adjusted its sales regional distribution,
reducing sales in the European and Unite State markets to
reduce risks. At the same time, through (1) further expanding
customers in other markets such as domestic and Southeast
Asia; (2) continuing to invest more resources to develop
business relationships with Chinese export-oriented wholesalers;
(3) allocating more resources to expand domestic sales with its
own Kidztech brand; to maintain the overall business stability of
the Group.

The Group believes that its growth potential will require
increased production capacity and product diversification.
Following the completion of the expansion of the factory,
the Group will continue to invest more resources in product
development, in addition to strengthening quality control
standards and product design and development, and actively
explore options including smart toy vehicles, toy vehicles non-
fungible token, animation themes, metaverse, virtual reality and
augmented reality, etc. licensing of intellectual property rights in
different fields, so as to grasp the changing and growing market
demand of smart toys vehicles, continue to enrich the product
series, and expand more customer groups with different needs
on the basis of maintaining a solid relationship with existing
customers.

On behalf of the Board, | would like to take this opportunity
to express my deepest gratitude to the shareholders of the
Company (the “Shareholders”), customers, business partners
and suppliers for their consistent support. In addition, | would
like to express my sincere gratitude to the management and
staff of the Group for their commitment, contribution and
dedication over the years.

Yu Huang
Chairman

6 May 2022
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MANAGEMENT DISCUSSION

AND ANALYSIS

BEBENWE DN

BUSINESS AND FINANCIAL REVIEW

The Group has a vision of becoming a smart interactive
entertainment product provider. The Group is principally engaged
in the design, development, manufacture and sale of high-quality
smart toy vehicles, smart interactive toys and traditional toys
and the sale of smart hardware products.

Revenue

The Group’s total revenue decreased by approximately
4.1% from approximately RMB295.9 million for FY2020 to
approximately RMB283.8 million for FY2021. In light of the
outbreak of the coronavirus disease 2019 (“COVID-19"), the
focus in different major markets was adjusted by the Company.
The Company took the initiative to reduce 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
decrease in the amount and proportion of revenue attributable to
direct sales to such overseas customers.

Analysis of revenue by product type is as follows:
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Anti-epidemic products 5 % A3 & - 5,398
283,843 295,913




“ECFH FrEERRERAR

MANAGEMENT DISCUSSION AND ANALYSIS

Smart toys
Smart toy vehicles

The Group’s smart toy vehicles mainly comprise full function
radio controlled toy vehicles, which are manufactured in different
scales. During FY2021, the Group’s smart toy vehicles were
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.

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 FY2021, 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 FY2021, (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 (ii) most of these toys were
sold under the “kidztech” brand.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR D

Brands

The Group’s smart toys, traditional toy and smart hardware
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.

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.
The Group will continue to look for collaboration opportunities
with other well-known brands and apply for licensed rights of
renowned toy and entertainment character in due course to
improve the marketability of its products.

Gross profit and gross profit margin

The Group's gross profit decreased from approximately
RMB100.2 million for FY2020 to approximately RMB80.8 million
for FY2021, representing a decrease of approximately 19.4%.
The Group's gross profit margin decreased by approximately
5.3% from approximately 33.8% in FY2020 to approximately
28.5% in FY2021. Due to the impact caused by COVID-19, the
Group adjusted the focus in different major markets and took the
initiative to reduce sales to markets in Europe and the US which
are more seriously affected by COVID-19, resulting in a decrease
in revenue. The amount and proportion of revenue attributable to
direct sales to overseas customers that have higher gross profit
margin dropped, resulting in a decrease in gross profit and gross
profit margin.

Profit for the year

The Group's net profit increased by approximately 8.3% from
approximately RMB24.1 million for FY2020 to approximately
RMB26.1 million for FY2021. The Group’'s net profit margin
increased from approximately 8.2% for FY2020 to approximately
9.2% for FY2021. The increase in net profit and net profit margin
was due to the decrease in the Group's one-off expenses for
the Listing.
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MANAGEMENT DISCUSSION AND ANALYSIS

Selling expenses

The Group’s selling expenses decreased by approximately
56.4% from approximately RMB18.1 million for FY2020 to
approximately RMB7.9 million for FY2021, which was primarily
due to the decrease in freight expenses, which was mainly
because the Group took the initiative to control the number of
orders in the European and American markets, leading to a shift
of its sales to the Chinese and Asian markets.

Administrative expenses

The Group's administrative expenses decreased by
approximately 6.4% from approximately RMB45.0 million in
FY2020 to approximately RMB42.1 million in FY2021, which was
mainly attributable to the decrease in the Group's sales and one-
off Listing expenses.

Taxation

Income tax expenses decreased by approximately 36.4% to
approximately RMB5.6 million in FY2021 from approximately
RMB8.8 million in FY2020, which was due to the decrease in
profit of the Group.

The Group's effective tax rate in FY2021 was approximately
17.8% (FY2020: approximately 26.7%), which was mainly
because of the decrease in the deferred income tax in FY2020.

Liquidity and financial resources

As at 31 December 2021, the gearing ratio, which represents
the Group's total borrowings divided by total equity, was
approximately 35.1% as at 31 December 2021 (31 December
2020: 36.8%). As at 31 December 2021, the Group's total
borrowings were approximately RMB155.3 million (31 December
2020: approximately RMB155.9 million) and the total equity
was approximately RMB441.8 million (31 December 2020:
approximately RMB423.5 million). The total borrowings
represent the outstanding loans of the Group. The gearing ratio
of the Group had been stabilised.
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MANAGEMENT DISCUSSION AND ANALYSIS
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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
31 December 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 1.5 as at 31 December 2021 (31 December
2020: approximately 1.5).

As at 31 December 2021, the Group's restricted cash and
cash and cash equivalents amounted to nil and approximately
RMB286.5 million, respectively (31 December 2020:
approximately RMB1.0 million and RMB132.4 million,
respectively).

Working capita

The average inventory turnover period of the Group was
approximately 66.1 days in FY2021 (FY2020: approximately
107.5 days), which was primarily due to the fact that the Group
was committed to enhancing its control over the production as
a result of the lingering impact of the COVID-19 pandemic to
accelerate the turnover of its inventories, leading to a lower risk
exposure while decreasing its inventory level in 2021.

The Group’'s trade receivables increased from approximately
RMB77.8 million as at 31 December 2020 to approximately
RMB117.0 million as at 31 December 2021, as the payment
by customers was affected by the outbreak of COVID-19. The
Group's average turnover days of trade receivables increased
from approximately 85.1 days in FY2020 to approximately 125.3
days in FY2021.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group’'s trade and other payables increased by
approximately RMB88.0 million or approximately 155.5% from
approximately RMB56.6 million as at 31 December 2020 to
approximately RMB144.6 million as at 31 December 2021.
The Group's average trade payable turnover days increased
from approximately 40.9 days in FY2020 to approximately 90.4
days in FY2021. 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 31 December 2021, all the bank and other borrowings,
amounting to approximately RMB155.3 million (31 December
2020: approximately RMB155.9 million), were repayable on
demand and with fixed interest rate 2.25% to 18.00%.

The weighted average effective interest rate as at 31
December 2021 was approximately 5.2% (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, associates and joint
ventures during FY2021.

Future plans for material investments and capital
assets

As at 31 December 2021, the Group did not have any other
plans for material investments and capital assets except for
those disclosed in the sections headed “Future Plans and Use of
Proceeds” of the prospectus of the Company dated 28 February
2020 (the “Prospectus”) and “Impact of the Epidemic and
Outlook™ in this report.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Capital structure

The capital structure of the Group is mainly based on the
equity attributable to shareholders of the Company (the
“Shareholders”) (including share capital and reserves). As at 31
December 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 31 December 2021, certain bank and other borrowings
of the Group were secured by property, plant and equipment
and restricted cash. Details of which are set out in note 26
to the consolidated financial statements as set out in this
announcement.

Contingent liabilities

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

Capital commitments

As at 31 December 2021, the Group had an aggregate capital
commitment of approximately RMB17.5 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 vyield 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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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$") or other currencies.
The functional currency of this subsidiary is USD. The Group's
operating subsidiaries incorporated in the PRC operate in the
PRC and their functional currency is Renminbi (“RMB"). As at
31 December 2021, foreign exchange risk arose mainly from
certain intra-group transactions and balances of the operating
subsidiaries in the PRC which are denominated in USD and the
accrual of the Listing expenses which are denominated in HK$.
The Directors consider that no significant foreign exchange
risk exists for the Group. The Group currently does not have a
foreign currency hedging policy in respect of foreign currency
transactions, assets and liabilities. The Group did not use any
financial instruments for hedging purposes.

EVENTS AFTER THE REPORTING PERIOD

There were no significant events after the reporting period up to
the date of this report.

LISTING AND USE OF PROCEEDS

The Shares were successfully listed on the Main Board of the
Stock Exchange on 18 March 2020 (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 partial exercise of the over-allotment 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 over-allotment option on 3
April 2020, an additional net proceeds of approximately HK$1.2
million were raised.
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For FY2021, the proceeds were utilised consistent with that
disclosed in the section headed “Future Plans and Use of

R-ZB-_—BRFE AERERE
HEERERIRRAS RAERER

Proceeds” of the Prospectus, details of which are set out below: % |—&iEEERT  FBEWO T
Unutilised Unutilised
proceeds as at proceeds as at  Expected
Intended use of 31 December Amount utilised 31 December  timing of
net proceeds 2020  during the year 2021  usage (Note)
R=B-%F W-B--&
TZA=1-H +=B=t-H
FERERE HABA RER MABR EAEREM
iE AR FEE REEER METE (W)
HK$ million HK$ million HKS$ million HKS$ million
BEBT BEBT BEET BEBT
Funding the planned expansion &34 E B = &5 58.4 26.1 16.4 97  Bytheendof
of the new production plant AERMES 2022
it k3
Maintaining and strengthening ~ ## T EZEERE 15.8 14.8 0 148 By the end of
relationship with existing XENBE - 2022
customers, and acquiring AR LR E ZEZZEER
or investing in downstream RTEAR
companies
General replenishment of —BBREEASR 8.2 - - - -
working capital and other E—-RARRR
corporate purpose
Total fgt 82.4 40.9 16.4 245
Note: The expected timeline for utilising the unutilised proceeds is MiE: BEAABEMGHRE 2 EHE
based on the best estimation of the future market conditions A& ERAR & E YRR 5K
made by the Group. It may be subject to change based on RETER 2 R EME - ZFK M
the current and future development of market conditions. The FAEGRBERITRKRKRTHEMRR
unutilised net proceeds as stated above remained in the bank ZEBEMEBRZWL  RAHKEH
accounts of the Group as at the date of this report. B P REAMBRIBFED
EREBHRITELA
EMPLOYEES AND REMUNERATION POLICIES & B X #r B ok
As at 31 December 2021, the Group had 535 (2020: 665) ful- RZZ_—F+_A=+—H X%
time employees, of which, 20 of them were in Hong Kong and [E B536&% 2B EEB(Z T % F:
the rest of them were stationed in Shantou and Shenzhen, the 665%) @ K EPZO«”‘ZJ REB A&
PRC. B B 7 AR B BE RO I o
The remuneration packages offered by the Group to its $El$ﬁ¥lf’ﬁ HERHETEEN
employees include salaries, accidental insurance and allowances, FMFBEEFH S - BN KR -
depending on their job nature. Bonuses are generally bZI %@@l KE - BOoOERESR
discretionary and based in part on employee performance andin B LOER A EE XK 0 EE

part on the overall performance of the Group's business.
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MANAGEMENT DISCUSSION AND ANALYSIS

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.

IMPACT OF THE EPIDEMIC AND OUTLOOK

Due to the outbreak of COVID-19, the Group's operations were
being affected and will still be subject to further development of
the outbreak of COVID-19 and 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
material changes in the global geopolitics environment as well as
the international order, the Group will implement the following
strategies:

° 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 and
continuing to prioritise and focus on Chinese market, where
the COVID-19 pandemic is under good control;

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

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

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

° allocate more resources to expand sales of domestic and
Asian markets.
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The Directors and the management of the Group recognise the
importance of sound corporate governance to the long-term
success and continuing development of the Group. Therefore,
the Board is committed to upholding good corporate standards
and procedures, so as to improve the accountability system and
transparency of the Group, protect the interests and create value
for Shareholders.

During FY2021, the Company has applied the principles and
complied with all applicable code provisions of the Corporate
Governance Code (the "CG Code"”) in Appendix 14 to the Rules
Governing the Listing of Securities of the Stock Exchange (the
“Listing Rules”), save and except the deviation as follows:

Pursuant to former 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 the
Group to make and implement business decisions 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 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 the
former 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 the current code provision
C.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 officer separately.

On 1 January 2022, the amendments to the Corporate
Governance Code (the “New CG Code”) came into effect
and the requirements under the New CG Code will apply to
corporate governance reports for financial year commencing on
or after 1 January 2022. The Company will continue to review its
corporate governance practices in order to enhance its corporate
governance standard, to comply with the increasingly tightened
regulatory requirements and to meet the rising expectations of
the shareholders and investors.
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Board of Directors

The Board is directly, and indirectly through its various
committees (the “"Board Committees”), responsible for the
overall management of the business of the Group, formulating
the Group’s overall strategic direction and maintaining
appropriate levels of review, challenge and guidance in its
relationship with the management. The management is
delegated with the authority and responsibility by the Board for
the day-to-day management and administration of the Group.
The Board is provided with the updates from management
to give a balanced and understandable assessment of the
performance, recent development and prospects of the Group
on a regular basis.

The Board is the ultimate decision-making body for all
matters considered material to the Group and discharge its
responsibilities on corporate governance either by itself or the
Board Committees set out in the former code provision D.3.1 of
the CG Code which include the following:

1. to develop and review the policies and practice
on corporate governance of the Group and make
recommendations;

2.  to review and monitor the training and continuous
professional development of the Directors and senior
management;

3. to review and monitor the Group's policies and practices on
compliance with legal and regulatory requirements;

4.  to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to the Directors and
employees; and

5. to review the Company’'s compliance with the CG Code
and disclosure in the corporate governance report of the
Company.
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Composition of The Board

As at the date of this report, the Board comprises seven
Directors, including three executive Directors, one non-executive
Director and three independent non-executive Directors as set
out below:

Executive Directors

Mr. Yu Huang (Chairman and Chief Executive Officer)
Mr. Zhu Qiang
Ms. He Minhua

Non-executive Director

Ms. Zheng Jingyun

Independent Non-executive Directors

Mr. He Weidong
Ms. Wang Shiling
Mr. Gong Lan

Biographical details of the Directors are set out in the
section headed “Biographical Details of Directors and Senior
Management” on pages 31 to 34 of this annual report.

In compliance with Rules 3.10(1) and (2) and Rule 3.10A of the
Listing Rules, the Company has appointed three independent
non-executive Directors representing not less than one-third
of the Board and at least one of whom has the appropriate
professional qualifications, or accounting or related financial
management expertise. The Company has received from each
independent non-executive Director an annual confirmation of
his/her independence, and the Company considers that as at
the date of this annual report such Directors are independent in
accordance with Rule 3.13 of the Listing Rules.

To the best knowledge of the Board, there are no other
relationship (including financial, business, family, and other
material/relevant relationships) among the members of the
Board as of the date of this report.
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Board Diversity

The Board admits that board diversity is increasingly important
as a factor to enhance corporate governance and promote board
effectiveness. The current Board composition is well balanced
with each Director having skills, experience and expertise
relevant to the business operations, development and strategy
of the Group and from a variety of backgrounds. Furthermore,
as at the date of this report, the Board has a wide range of age,
ranging from 33 years old to 59 years old, and has achieved
gender diversity by having four male Directors and three
female Directors. The Board is well balanced and diversified
in education, professional background, functional expertise,
gender, age, culture and industrial experience.

The Board has adopted a Board diversity policy which sets
out the approach to achieve diversity on the Board and the
factors (including but not limited to skills, regional and industry
experience, professional experience, background, education,
race, gender, age, culture and other qualities, etc.) to be
considered in determining the composition of the Board so
as to ensure the Board has the appropriate balance of skills,
experience and diversity of perspectives that are required to
support the execution of its business strategy and to maximise
the Board’'s effectiveness. The Board will review the Board
diversity policy on a regular basis to ensure its continued
effectiveness.

Board Process and Meetings

The Board meets regularly to determine overall strategies,
receive management updates, approve business plans as well
as interim and annual results and to consider other significant
matters. Special Board meetings are convened as and when
needed. The management also provides updates to the Board
with respect to the business activities and development of the
Group at these meetings on a regular basis.

Each Director ensures that he/she can give sufficient time and
attention to the affairs of the Company and contribute to the
Group's development through his/her constructive and informed
comments. All the members of the Board disclose and update
their number and nature of offices held and time involved on a
regular basis.
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The Board held 5 meetings during FY2021 for discussing and EEF @R -_ZE - HBRFEHBEH
approving the operation and business development of the T X € & & uﬁiﬂﬂz/ﬁﬁ A E
Company, including without limitation, change in auditors, K ¥#&EEE @?EWTIZEE’Q\EE?’%?E
financial budget and financial statements of the Company. The &8l - Bf % 78 & & A R 5 & B 7% )
attendance of each Director at Board and committee meetings %k - REEHFE AR 7§$'§&§,§
of the Company, whether in person or by means of electronic €@z (TwmBEFHUAETREHN)
communication, is detailed in the table below: HBEAFHNTE:
Attendance/No. of meetings held during FY2021
HERE R-B-_-HRFENGZEZRAR
Annual
Audit Remuneration Nomination General
Board Committee Committee Committee Meeting
EZg® EKZE® FMWZEE RELZ88 RRAFAS
Executive Directors HITES
Mr. Yu Huang REXHE 5/5 2/2 mn
Ms. He Minhua (appointed AHEZL(RN=E=—F
on 31 August 2021) NA=+—BEZ{) 2/2
Mr. Pui Lik Leung Kenny BAmEE(RZE_
(resigned on 23 March ZAZt+=ZHEM)
2022) 5/5 2/2 2/2 il
Mr. Ni Yanlong (retired on REREE(N-Z=_—F
27 May 2021) TRAZTHERERME) 313
Non-executive Director FUTES
Ms. Zheng Jingyun gHEa+ 5/5 n
Independent Non- BYKHTES
executive Directors
Mr. He Weidong MERELEE 5/5 2/2 2/2 2/2 n
Ms. Wang Shiling (appointed T4+ (R-_FT-—4%
on 31 August 2021) NB=+—BEZ{) 2/2 mn 11 11
Ms. Liu Man (resigned on gl egut+(PN=_F=-—F
31 August 2021) NAZ+—REA) 3/3 11 1
Ms. Zhao Weiwei (resigned ~ #EHZT(RZZ==F
on 23 March 2022) ZAZT=RHEM) 5/5 2/2 2/2 1/1

Terms of Appointment and Re-Election of
Directors

Each of the executive Directors entered into a service contract
with the Company and each independent non-executive
Director and the non-executive Director has signed a letter
of appointment. The said service contracts and letters of
appointment are for an initial term of three years commencing
from the Listing Date, subject to re-election in accordance with
the Articles of Association of the Company (the “Articles”) and
termination in accordance with their respective terms.
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Pursuant to Article 84 of the Articles, one-third of the Directors
shall retire from office by rotation at each annual general
meeting and every Director shall be subject to retirement by
rotation at least every three years. However, a retiring Director
shall be eligible for re-election. Any Director who is appointed by
the Board to fill the casual vacancy and any Director appointed
by the Board as an addition to the existing Board shall hold
office only until the first general meeting after his appointment
and the next following annual general meeting of the Company
respectively and shall be eligible for re-election pursuant to
Article 83(3) of the Articles.

As such, Mr. Yu Huang, Mr, Zhu Qiang, Ms. He Minhua, Ms.
Wang Shiling and Mr. Gong Lan will retire from office as Director
and being eligible, will offer themselves for re-election at the
forthcoming annual general meeting of the Company to be held
on Friday, 24 June 2022 in accordance with the Articles.

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 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 have complied with the
Model Code during FY2021. The Company is not aware of any
non-compliance of the Model Code by the senior management
of the Group during FY2021.

Directors’ Training and Professional
Development

The Group acknowledges the importance of continuing
professional development for the Directors to extend and
refresh their knowledge and skills. Every Director keeps abreast
of responsibilities as a Director and of the conduct, business
activities and development of the Company.
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Pursuant to the requirements of the CG Code, all Directors 1R I& & 2
should participate in continuous professional development to & £ &

TRAIRE MBEES
BRG ERIEHN

develop and refresh their knowledge and skills, and should E #1#% & & %E I FE M AN QAR
provide their training records to the Company. According to the HIFFI2 8k - IRIBEEF R HE 0 H I
training records provided by the Directors, the trainings attended 8 WER - E-_—BHHREEFR2
by them during FY2021 are summarised as follows: My E sl T

Corporate Governance,
Regulatory Development
and Trainings on

other relevant topics
TEER EERRRK

Directors BEE H fth 48 B 2% R A9 15 3
Executive Directors HITES
Mr. Yu Huang RIE LA 4
Ms. He Minhua MgELT(N_E_—F

(appointed on 31 August 2021) NA=+—E%T) v
Mr. Pui Lik Leung Kenny BASEEMR-T -

(resigned on 23 March 2022) =AZ+=H#EMT) v
Mr. Ni Yanlong REELEER-_ZE_—%F

(retired on 27 May 2021) AAZ+EHEME) 4
Non-executive Director FHITES
Ms. Zheng Jingyun EFEz L v
Independent Non-executive Directors BIYkHITES
Mr. He Weidong R kA& v
Ms. Wang Shiling FHERZE(RZZTEZ—F

(appointed on 31 August 2021) NAZ+—HEZMT) v
Ms. Liu Man 2Lt (RZT_—%F

(resigned on 31 August 2021) NA=+—HEMF) v
Ms. Zhao Weiwei HEEHEZL(RZZTE=Z=

(resigned on 23 March 2022) =AZ+=H#EF) v

Board Committees

The Board has established three Board Committees, namely #E &
the Audit Committee, the remuneration committee (the
“Remuneration Committee”) and the nomination committee
(the "Nomination Committee”), for overseeing particular
aspects of the Group’'s affairs. All Board Committees were
established with written terms of reference in compliance with
the relevant code provisions of the CG Code, which are available
at the websites of the Stock Exchange (www.hkexnews.hk) and

the Company (www.kidztech.net).
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Audit Committee
The Audit Committee consists of the following members:
Independent non-executive Directors:

Mr. Gong Lan* (Chairman)
(appointed on 23 March 2022)
Mr. He Weidong
Ms. Wang Shiling
(appointed on 31 August 2021)
Ms. Zhao Weiwei* (Chairlady)
(resigned on 23 March 2022)
Ms. Liu Man
(resigned on 31 August 2021)
* Mr. Gong and Ms. Zhao holds the appropriate professional
qualifications as required under Rules 3.10(2) and 3.21 of
the Listing Rules.

The primary duties of the Audit Committee are to make
recommendation to the Board on appointment or re-appointment
and removal of external auditor; review financial statements of
the Company and judgments in respect of financial reporting;
and oversee the effectiveness of the internal control and risk
management systems of the Group.

As disclosed above, during FY2021, two Audit Committee
meetings were held to review and discuss with the management
and the external auditor in respect of the accounting principles
and practices adopted by the Group, as well as reviewing the
results for FY2020, unaudited interim results for the six months
ended 30 June 2021.

EERRE

EREESANTKEMERK:
BIYFBITES:

BEEL (£E)
(R-EBE-_—F=A-+=HEZMA)

AR &£

Fitr$5 &+
(R—ZE-_—FNA=+—HEZMHF)

WE/ELLT (EE)
(RZZE-_—_F=A=-+=H&F)

e+
(R-—ZE-—FNA=+—HBE{T)

*  EEAERHELZITERLTHEEL
F£31012) 1§ & F3 2116 R E W
BEEEER -

ERZEENIERER(EPEHE)
BN BEZEMNEE  EHRELR
BerRNEFeRfrzz EHAQF
B B 75 ¥R R I B B8 A BE R A B
UDEERAEEABEERRARE
2 B R AR e

BN E AT RZE—HMEREE
ERZESERTMAREH UEH
K EEIRE R NED BB A W AN &
B RAREN  ARE
M- _ZTUREFENESE #BE—
T —FXRA=THILEAREANKE
BERTHES -
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Remuneration Committee

The Remuneration Committee consists of the following
members:

Independent non-executive Directors:

Ms. Wang Shiling (Chairlady)
(appointed on 31 August 2021)
Mr. He Weidong
Mr. Gong Lan
(appointed on 23 March 2022)
Ms. Liu Man (Chairlady)
(resigned on 31 August 2021)

Executive Directors:

Mr. Zhu Qiang
(appointed on 23 March 2022)
Mr. Pui Lik Leung Kenny
(resigned on 23 March 2022)

The primary duties of the Remuneration Committee are to make
recommendation to the Board on the overall remuneration policy
and structure relating to all Directors, senior management and
general staff of the Group and ensure that none of the Directors
or any of their associates determine their own remuneration.

As disclosed above, during FY2021, two Remuneration
Committee meetings were held to review the remuneration
structure of the Directors.

Pursuant to the former code provision B.1.5 of the CG Code, the
annual remuneration of the members of senior management by
band for FY2021 is set out below:

FMEES
ES

FMEESRATKEMER:

BYERITESE:

T+ (EE)
(R—ZE-_—FNA=+—HEZT)

AR &£

e
(RZZE-_—_F=fF-+=HEZMHF)

Blexwt (FE)
(R—ZE-_—FNA=+—HEI)

MITEE:

ENG: e
(R—ZE-_—_F=ZA-+=HEZMT)

EEIJJD%QZ

(RZTF-_—_F=ZA-_t=B&E)
FMZEEeMEIZRA/MNAKHE

2REE SAEEEBER—MET
B ORE B S B R R K 2R %ﬁ%%Ak
HEZ HMRESIHTMBEA
TR2EEFACEFH -

a0 £t mfz:—%ﬁir
FWEZESRITMAESHE UR

EENHFHRE -

BECYBEATMATAIES
B15i& —E-_—HHEEIREZER
oS REBAENEHFNT:

Number of individuals

A ¥

B < 40 [
£ 21,000,000/ 7T

Emolument bands
Nil to HKD1,000,000
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Nomination Committee
The Nomination Committee consists of the following members:
Independent non-executive Directors:

Mr. He Weidong (Chairman)
Ms. Wang Shiling

(appointed on 31 August 2021)
Mr. Gong Lan

(appointed on 23 March 2022)
Ms. Liu Man

(resigned on 31 August 2021)
Ms. Zhao Weiwei

(resigned on 23 March 2022)

Executive Directors:

Mr. Yu Huang
Mr. Zhu Qiang
(appointed on 23 March 2022)
Mr. Pui Lik Leung Kenny
(resigned on 23 March 2022)

The primary duties of the Nomination Committee are to review
the structure, size and composition of the Board annually,
identify individuals suitably qualified to become Board members;
assess the independence of independent non-executive
Directors and make recommendations to the Board on matters
relating to appointment and reappointment of Directors.

To enhance the nomination process for a Director candidate, a
nomination policy was adopted during FY2021 as a guidance
on the selection process and Board succession planning.
The Nomination Committee will utilise various methods for
identifying Director candidates, including recommendations
from the Board members, management, and professional
search firms and may review of resume and job history, conduct
personal interviews and verification of professional and personal
references or perform the background checks, etc. On evaluation
of the Director candidates including incumbents and candidates
nominated by the Shareholders, the Board and the Nomination
Committee will take into account whether a candidate has the
qualifications, skills and experience, gender diversity, etc. that
can add to and complement the range of skills, experience
and background of the existing Directors and may consider the
following qualifications are at a minimum to be required of a
Director candidate for recommendation to the Board, or the
continued service of the existing Director:

° the highest personal and professional ethics and integrity;

° proven achievement and competence in the nominee’s field
and the ability to exercise sound business judgment;
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° skills that are complementary to those of the existing
Board;

° the ability to assist and support management and make
significant contributions to the Company’s success;

° an understanding of the fiduciary responsibilities that is
required of a member of the Board and the commitment
of time and energy necessary to diligently carry out those
responsibilities; and

° independence as required by the Listing Rules.

The Board and the Nomination Committee will also make
reference to the Board diversity policy, details of which are set
out in the section headed “Board Diversity” above.

As disclosed above, during FY2021, two Nomination Committee
meetings were held to review the structure of the Board and
assess the independence of the independent non-executive
Directors and proposed appointment and re-appointment of
Directors.

Joint Company Secretaries

Ms. Koo Ching Fan and Ms. Cao Xuelian are the joint company
secretaries of the Company. Ms. Koo's primary contact person
at the Company is Ms. Cao Xuelian, one of the joint company
secretaries of the Company. Ms. Koo and Ms. Cao have
confirmed that they have attended no less than 15 hours of
relevant professional training in compliance with Rule 3.29 of
the Listing Rules in FY2021. Please refer to the section headed
“Biographical Details of Directors and Senior Management” of
this annual report for their biographical information.

Directors’ and External Auditor’s
Responsibilities for the Financial Statements

The Directors acknowledge their responsibility for preparation of
the financial statements which give a true and fair of the state of
affairs of the Group. In preparing the financial statements which
give a true and fair view, it is fundamental that appropriate
accounting policies should be selected and applied consistently.

This statement of the external auditors of the Company
acknowledging their reporting responsibilities on the financial
statements is set out in the "“Independent Auditor's Report”
contained in this annual report.
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Internal Control and Risk Management

The Company recognises the importance of good internal
control procedures. The Board believes that the internal control
and risk management systems and current procedures including
the adequacy of resources, staff qualifications and experience,
training programmes and budget of the Company’s accounting
and financial reporting function, are sufficient in terms of the
comprehensiveness, practicability and effectiveness.

The Board has overall responsibility for the risk management
and internal control systems for reviewing its effectiveness.
The Group has an internal audit function which conducts review
on adequacy and effectiveness of the risk management and
internal control systems of the Group. Such review is conducted
annually. Yet, these systems are designed to manage rather than
eliminate the risk of failure to achieve business objectives, and
can only provide reasonable and not absolute assurance against
material misstatement or loss.

The Audit Committee is also accountable for, and will review of,
the Company's financial controls, risk management and internal
control systems on a regular basis.

Based on the results of the annual review, the Board is satisfied
and confident with the effectiveness of risk management and
internal control systems currently put in place for the Company.

With respect to internal controls for the handling and
dissemination of inside information, the Company shall assess
the circumstances under which inside information may arise
from time to time and disclose inside information as soon
as reasonably practicable in accordance with the Securities
and Futures Ordinance (“SFO") and the Listing Rules. The
Company conducts its business affairs with close regard to
the "“Guidelines on Disclosure of Inside Information” issued by
the Securities and Futures Commission and imposes a strict
prohibition on the unauthorised use of confidential or inside
information by directors, employees and other relevant persons
(such as external service providers and project working team
members).
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Auditor’'s Remuneration

For FY2021, the fee paid or payable in respect of the services
provided by the auditors, Zhonghui Anda CPA Limited, is as

R BET &

R-ZF-—MBFE R BEFE
RESAMEBMERIAMEH

follows: REBENIENEBROT
Amount
-]
RMB'000
ARBT T
Audit services BZR® 1,550
Interim report review service FEHSREERRS 160
Internal control review and risk assessment services A 2 5 12 58 B & & & &F (& AR 75 106

Environment, social and governance reporting RE e RERBREBARS

advisory service 57
Total Bt 1,873

Shareholders’ Rights and Investor Relations

The Board values the importance of communications with
the Shareholders. As one of the measures to safeguard the
Shareholders’ interests and rights, separate resolutions will
be proposed at Shareholders’ meeting on each substantial
issue including the re-election of individual Directors. All
resolutions put forward at the Shareholders’ meeting will be
conducted by poll pursuant to the Listing Rules and the poll
results will be published on the websites of the Stock Exchange
(www.hkexnews.hk) and the Company (www.kidztech.net).

The next annual general meeting of the Company will be held on
Friday, 24 June 2022 and notice of the meeting will be sent to
the Shareholders at least 20 clear business days before the said
meeting.
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Procedures and Right for Shareholders to Convene
Extraordinary General Meeting

The following procedures for Shareholders to convene an

extraordinary general meeting (the

“"EGM") are subject to

the Articles, and the applicable legislation and regulations, in
particular the Listing Rules:

1.

if any one or more Shareholders holding at the date of
deposit of the requisition not less than one-tenth of the
paid up capital of the Company carrying the right of voting
at general meetings of the Company submit a written
requisition to the Board or the Secretary of the Company
to require an extraordinary general meeting to be called by
the Board for the transaction of any business specified in
such requisition; and such meeting shall be held within two
(2) months after the deposit of such requisition; and

the Board should within 21 days from the date of the
deposit for the requisition proceed duly to convene the
EGM to be held within two months after the deposit
of such requisition. If the Board fails to do so, the
requisitionist(s) himself (themselves) may do so in the
same manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall
be reimbursed to the requisitionist(s) by the Company.

Shareholders may also make reference to Article 58 of the
Articles for further details.

Procedures for putting forward proposals at general
meetings by shareholders

There are no provisions under the Articles of Association or

the Companies Act, Cap 22 (Act 3 of 1961,

as consolidated

and revised) of the Cayman Islands regarding procedures for
shareholders to put forward proposals at general meetings other
than a proposal of a person for election as director. Shareholders
may follow the procedures set out above to convene an
extraordinary general meeting for any business specified in such
written requisition.
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Procedures for Shareholders to Propose a Person for
Election as a Director of the Company

If a Shareholder, who is duly qualified to attend and vote at
the general meeting convened to deal with the appointment or
election of Director(s), wishes to propose a person for election
as a Director at that meeting, he/she may lodge a written notice
at the Company’s principal place of business in Hong Kong at
Room 802, 8/F, Inter-Continental Plaza, 94 Granville Road, Tsim
Sha Tsui East, Kowloon, Hong Kong for the attention of the
company secretary of the Company. Detailed procedures for
Shareholders to propose a person for election as a Director can
be found on the Company’s website (www.kidztech.net).

Investors Relations

The Board recognises the importance of maintaining an ongoing
dialogue with the Shareholders through various channels
including general meetings, press releases, announcements and
corporate communications such as the annual report, interim
report and circulars. Latest news and updates of the Group's
business and operation are also available on the Company's
website (www.kidztech.net).

The Company has adopted a Shareholders’ communication
policy. Enquiries and proposals from Shareholders, investors
and all stakeholders of the Company are welcomed. Enquiries
to the Board or the Company must be deposited at or sent by
post to the Company's principal place of business in Hong Kong
at Room 802, 8/F, Inter-Continental Plaza, 94 Granville Road,
Tsim Sha Tsui East, Kowloon, Hong Kong with full name, contact
details and identification provided.

Any person having any enquiries in relation to the shareholdings,
share transfer or registration of the Company may contact the
Company's share registrar. Their contact details can be found on
the Company’s website (www.kidztech.net).

Constitutional Documents
During FY2021, there was no change in the Company's
constitutional documents. The Articles are available at the

websites of the Stock Exchange (www.hkexnews.hk) and the
Company (www.kidztech.net).
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BIOGRAPHICAL DETAILS OF DIRECTORS

AND SENIOR MANAGEMENT
EEREREEEEE

Directors

Executive Directors

Mr. Yu Huang (RJ)8), aged 41, founded the Group through
the establishment of Shantou Chenghai Jinjun Toys Co., Ltd.*
(LEmEEEBEITABRAA) in June 2009. Mr. Yu is
the chairman, executive Director, chief executive officer and
controlling shareholder of the Company. He was appointed as a
Director in October 2019 and was re-designated as an executive
Director in November 2019.

Mr. Yu has over 12 years of experience in the toy manufacturing
and sale industry. Prior to the establishment of the Group, Mr.
Yu worked as the deputy general manager of Shantou Chenghai
Changxing Paper Foil Co., Ltd.* QUM EEEEEHKERR
72 A]) from July 2004 to March 2007 and the general manager
of Shantou Chenghai Jinjun Toys Factory* (Il 38 i % /& [& &8
&It B ), which is primarily engaged in toy manufacturing,
from March 2007 to June 2009. Mr. Yu graduated from the
Guangdong Justice Police Vocational College* (/& & 7] /% Z B B
¥ E8%) in the PRC and was awarded a professional diploma in
law.

Mr. Zhu Qiang (% #&), aged 34, was appointed as an executive
Director, a member of each of the Nomination Committee and
the Remuneration Committee of the Company 23 March 2022.
Mr. Zhu is majoring in information security and management at
The Open University of China. Mr. Zhu has extensive experience
in financial leasing and industrial investment and financing
management, and is experienced in employing financial tools in
combination with traditional businesses. Mr. Zhu was the deputy
general manager of Zhongyue International Financial Leasing
(Shenzhen) Co., Ltd.* (FERHE @ EHRE ORI ER QA from
July 2016 to September 2018, primarily responsible for risk
management of finance lease assets, and the general manager
of Wing Hang International Capital Holdings (Shenzhen) Co.,
Ltd.* (k= BIFR & A2 I (R J1) B BR 2 &]) from October 2018 to
January 2022.

Ms. He Minhua ( fiJ #{ ¥ ), aged 33, was appointed as an
executive Director on 31 August 2021. She has over 6 years of
management, consulting and execution experience in corporate
strategic planning, organisation management, public relations,
policy execution and project development. She is currently
the vice general manager of Kidztech (Guangdong) Intelligent
Technology Co., Ltd., the Group’s operating subsidiary in the
PRC. Prior to joining the Group, she had worked in the Industry
Promotion Division (Headquarters Service Office) of Authority
of Qianhai Shenzhen-Hongkong Modern Service Industry
Cooperation Zone of Shenzhen from May 2011 to March 2017,
with her last position being senior supervisor.

BEE
HITES

RABAIZAER - REER/AR
AITR WMOTEE - TRERLE
BRIERR - BER-T—NFTAEZE
REE YR _FT-HhF+-HAEH
ERATES -

REEEDARERBEETERAR
BRFER PRI AEBER - R
FEECR_TTEMFLAE-_FTZT L
FZAEENETEEESBAE
ERAFEIAKE IR _FTFTL
FZAE_ZZAFRAEMEINET
BEBENRETAR(TEXENAH
EIVRRE - RELZEENRTFENE
RAEZEEBEXERIBRE LR
BEEXE -

KBEE 345 RZE2E__F=A
T+ ZHEZTARITES  ARQF
RELZESRFWNEZEGNE - K&
SREFXFARAEXTEEELZEXK
ER -KXETERBEMEREER
MEEBR T EEALEELR Wi
ERERTEXERSRMIAZER -
KEER-ZE—RFLtAZ=ZZE—N
FLAETHERHEREEE CFY)
ERARBEKE TEZAE/mEM
ELEERBRER YHR_ZT—NF+
BE-_Z_-_—_F—AETXFTEHEE
AEZERR ORI BRAB)LLIE -

MBELL 335 RZE=_—FN
A=Z+—HEZXAHNTEE K
REENEBERSE  AHEE A
HEBER BEEELRERERITE
BEBRCFEMNEIE FRINIITER -
FREXAEERFEHLCEHNBE A
AT tTE(ER)ZTEREERAA
RBEIBERE - MAKXEER - R
ET-—FRAEE—+EFE=ARFE
JITRBEERRBREXAIERE
EREZREREI N TH &
BEBRAUABSHEE -

31



Kidztech Holdings Limited Annual Report 2021

BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EEREREEREEBE

Ms. He obtained a degree of Bachelor of Science in Economics
from the London School of Economics and Political Science
in the United Kingdom in July 2010 and a Master of Business
Administration degree from the Chinese University of Hong
Kong in November 2014. Ms. He also completed a postgraduate
course in finance in the Graduate School of Tsinghua University
in December 2014. She was awarded a diploma of graduate
gemologist from the Gemological Institute of America (“GIA”) in
February 2021 and subsequently obtained a certificate in jewelry
design from the GIA in May 2021.

Non-executive Director

Ms. Zheng Jingyun (B& E), aged 47, was appointed as a
non-executive Director in November 2019. Ms. Zheng is mainly
responsible for advising on business strategy of the Group. She
joined the Group in April 2016 and was a director of Kidztech
Intelligent from April 2016 to October 2019.

Ms. Zheng has been an executive director and a general
manager of various private companies.

Ms. Zheng graduated from Chengcheng Vocational and Technical
School* (& ¥ B 2 £ i1 1 £) in the PRC.

Independent non-executive Directors

Mr. He Weidong ({1 & &) (formerly known as He Jinghui ({i] &
##£)), aged 59, was appointed as an independent non-executive
Director in February 2020. He was an independent director of
Kidztech Intelligent from September 2017 to October 2019.

Mr. He has over 20 years of experience in corporate and
investment management. He held management positions
at China Network Communications Co., Ltd. (A B 4845 B =
B B 2 8) (which was merged with China United Network
Communications Group Co., Ltd. later) and CNC Kuandai
Network Co., Ltd* (BB EH HE AR EE A2 a) He is
currently a shareholder, an executive director and a general
manager of various private companies.

Mr. He obtained a Bachelor of Radio Engineering degree from
the Beijing University of Posts and Telecommunications (b5
#EAEZ) in the PRC, and an Executive Master of Business
Administration diploma from the Tsinghua University (/& % X
&) in the PRC. He obtained the “qualification as an independent
director of listed companies” from the Shenzhen Stock Exchange
in 2018.
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Ms. Wang Shiling (£ tif #5), aged 38, was appointed as an independent
non-executive Director, the chairlady of the Remuneration Committee
and a member of each of the Audit Committee and the Nomination
Committee of the Company on 31 August 2021. She has over 10 years
of experience in financial management of risk control. Prior to joining the
Group, Ms. Wang has worked in a number of investment and financial
industry companies. She has been the director of risk management of
Shenzhen City Guoan Yitong Investment Co., Ltd.* (F I El & (8@ #%
& A BR A B]) since August 2017.

Ms. Wang obtained a Bachelor's degree in International Trade
from the Guangdong University of Foreign Studies in the
Guangdong Province of the PRC in December 2007.

Mr. Gong Lan (387%), aged 53, was appointed as an independent
non-executive Director, the chairman of the Audit Committee,
and a member of each of the Nomination Committee and the
Remuneration Committee of the Company on 23 March 2022.
Mr. Gong graduated from Shanghai Lixin University of Accounting
and Finance (formerly known as Lixin Accounting College) in
1994, majoring in foreign-related accounting, and obtained the
qualification of Chinese certified public accountant in 1999.

Mr. Gong has over 20 years of financial management experience
in various industries including trading, industrial and investment.
From 1990 to 2005, he served as the internal audit and taxation
officer of Donghao Lansheng Exhibition Group Co., Ltd.* (& &
BMEeREERMDERAQAF) (a company listed on the Shanghai
Stock Exchange with stock code: 600826, formerly known
as Shanghai Lansheng Co., Ltd.* (L 8B EBRMDAER QA
and the financial manager of its subsidiary, Datang Lansheng
Communication and Navigation Technology Co., Ltd.* (X F &
EBEEMEMAR DA He served as the financial manager
of Shanghai Shanshan Xinmingda Industrial Co., Ltd.* (/& #~
FEAEFTEAR QA from January 2006 to May 2012 and the
financial manager of Shanghai Ganyuan Trading Co., Ltd.* (L
F2RE S AR AR from May 2012 to January 2021. He has
been serving as the financial manager of Shangha| Ruiyixiang

Industrial Co., Ltd* (F /B XZE X2 HF R A a) (formerly
known as Shanghai Ruiyixiang Trading Co., Ltd.* ( i’é‘x%

5 B R A7) since March 2021.
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Senior Management

Ms. Cao Xuelian ( & ¥ ), aged 35, is a deputy general
manager of the Group and one of the joint company secretaries
of the Company. She is mainly responsible for the company
secretarial matters, investors relationship and legal functions
of the Group. She has joined the Group as the secretary to
the board of directors of Kidztech Intelligent since April 2015
and since August 2017 she has also been its deputy general
manager.

Prior to joining the Group, Ms. Cao worked as a paralegal
at a law firm and a legal manager at a public company. She
obtained a legal professional qualification certificate and a legal
professional practising certificate in the PRC.

She obtained a Bachelor of History degree from the Hubei
University (8116 K E) and a Master of Laws degree from the
Southwest University of Political Science & Law (78 @ I A A2
in the PRC.

Joint Company Secretary

Ms. Koo Ching Fan (BE& %), aged 52, was appointed as one of
the joint company secretaries of the Company with effect from
1 November 2019. Ms. Koo is a director of Fair Wind Secretarial
Services Limited and has over 20 years of experience in the
company secretarial field. She is currently a company secretary
of six companies listed on the Stock Exchange, including:
Capinfo Company Limited (Stock Code: 1075), CMIC Ocean En-
Tech Holding Co., Ltd. (Stock Code: 206), Shenzhen Investment
Holdings Bay Area Development Company Limited (Stock Code:
737), Shun Ho Holdings Limited (Stock Code: 253), Shun Ho
Property Investments Limited (Stock Code: 219) and Magnificent
Hotel Investments Limited (Stock Code: 201).

Ms. Koo has extensive knowledge and experience in dealing
with corporate governance and compliance issues of listed
companies. Ms. Koo is an associate member of Hong Kong
Chartered Governance Institute (formerly Known as The Hong
Kong Institute of Chartered Secretaries) and the Chartered
Governance Institute (formerly known as The Institute of
Chartered Secretaries and Administrators) in England. She is
also a fellow member of The Association of Chartered Certified
Accountants.

* For identification purpose only
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REPORT OF DIRECTORS

The Directors hereby present their report and audited
consolidated financial statements for FY2021.

Principal Activities and Business Review

The Group is principally engaged in the design, development,
manufacture and sale of high-quality smart toy vehicles,
smart interactive toys and traditional toys. The products of the
Group are manufactured on an original brand manufacturing,
ODM and OEM bases, and are (i) branded with the Group's
“kidztech” brand; (i) cobranded with (a) reowned automobile
manufacturers, (b) popular entertainment characters featured in
animated television series or motions pictures or (c) toy brand
owner; and (iii) branded under the Group’s overseas customers’
brands, which mainly represent the products the Group
manufactures on an ODM and OEM bases and the products sold
to the Group’s customers branded under their respective brands.
Details of the principal activities of its subsidiaries are set out in
note 34 to the consolidated financial statements.

For discussion and analysis of these activities as required by
Schedule 5 to the Companies Ordinance (Chapter 622 of the
Laws of Hong Kong), including a fair review of business and an
indication of likely future developments in the Group's business,
can be found in section headed “Management Discussion and
Analysis” on pages 6 to 15 of this annual report.

Segment Information

An analysis of the Group's performance for FY2021 by operating
segment is set out in note 8 to the consolidated financial
statements.

Results and Dividends

The results of the Group for FY2021 are set out in the
consolidated statement of comprehensive income on page 58 of
this annual report.

Declaration of dividends was subject to the discretion of the
Directors, depending on the results of operation, working
capital and cash position, future business and earnings, capital
requirements, contractual restrictions under the bank loan
agreements, if any, as well as any other factors which the
Directors might consider relevant. In addition, any declaration
and payment as well as the amount of the dividends would be
subject to the provisions of the Articles and the applicable laws
of the Cayman Islands.
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The Board does not recommend the payment of a final dividend
for FY2021 (FY2020: HK$0.018 per ordinary share).

Closure of Register of Members

The register of members of the Company will be closed from
Tuesday, 21 June 2022 to Friday, 24 June 2022, both days
inclusive, during which period no transfer of Shares will be
registered. In order to determine the identity of the Shareholders
who are entitled to attend and vote at the AGM, all duly
completed transfer forms accompanied by the relevant share
certificates must be lodged with the Company’'s Hong Kong
branch share registrar, Tricor Investor Services Limited at Level
54, Hopewell Centre, 183 Queen’s Road East, Hong Kong not
later than 4:30 p.m. on Monday, 20 June 2022.
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Financial Summary

A summary of the results and of the assets and liabilities of the
Group for the last five years, as extracted from the consolidated
financial statements, is set out on page 120 of this annual
report.

Property, Plant and Equipment

Details of the movements during FY2021 in the property,
plant and equipment of the Group are set out in note 15 to the
consolidated financial statements.

Share Capital

Details of movements during FY2021 in the share capital of the
Company are set out in note 28 to the consolidated financial
statements.

Reserves

As at 31 December 2021, the Company’s reserve available for
distribution to the Shareholders, calculated in accordance with
the applicable laws of the Cayman Islands and the Articles,
amounted to approximately RMB365,036,000. Details of the
movements in the reserves of the Group during FY2021 are set
out in note 29 to the consolidated financial statements.

Equity Linked Agreement

Save as disclosed under the section headed “Share Option
Scheme” below, no equity-linked agreement was entered into
by the Group, or existed during FY2021.

“ECFH FrEERERAR

REPORT OF DIRECTORS
ExeiE

B E
AEBRSOABEFENEENR
ﬁé&ﬁﬁﬁﬂﬂ%%(%ﬁ-@,? 5 7%
WK RN AFHRE1208 -

ME - BERKE
AEEYE BEMRER-_ZT—_—
FHREENEEFE SNEAH
TR KR M 715 °

R
RATRAR_Z-_—BBHREED

BBHEE MRGAHBERNE

NRZEZ—F+=HA=+—H ' &rQ
AAESETHRRENREERERZ
HEERZERERMA TUE)
4 5 A R #365,036,0007T © AN &£ B
RZEZ—UBEFENFEEERFS

R AR A M RRM 29 -

IR #E AE R 17 =
BIXERESE] - RESE
S RMZEBE-_-MBEE AEEY
REATBERBHSE  TIAFEL

B -

37



Kidztech Holdings Limited Annual Report 2021

REPORT OF DIRECTORS
EZEHE

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.

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
("Eligible Employee”); (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.
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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 number of Shares
in issue on the Listing Date, being 52,000,000 Shares, which
represented approximately 9.98% of the Shares in issue as at
the date of this annual report. As at 31 December 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 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 with such grantee and
his associates abstaining from voting.

The subscription price for the Shares under the Share Option
Scheme shall be a price determined at the discretion of the
Directors, but shall not be less than the highest of (i) the closing
price of the Shares as stated in the Stock Exchange's daily
quotations sheet for trade in one or more board lots of the
Shares on the date of the offer for the grant, which must be a
business day; (ii) the average closing price of Shares as stated in
the Stock Exchange’s daily quotations for the five business days
immediately preceding the date of the offer for the grant; and (iii)
the nominal value of a Share. A nominal consideration of HK$1
is payable on acceptance of the grant of an option.

Unless there is an early termination of the Share Option Scheme
pursuant to the rules of the Share Option Scheme, the Share
Option Scheme will remain in force for a period which may
not expire later than of 10 years commencing on the date on
which the Share Option Scheme is adopted and shall expire on
12 February 2030. The period during which an option may be
exercised will be determined by the Directors in their absolute
discretion, save that no option shall be exercised later than 10
years from the date of grant, subject to early termination of the
Share Option Scheme pursuant to the rules of the Share Option
Scheme. Unless otherwise determined by the Directors and
stated in the offer for the grant of options to a grantee, there is
no minimum period required under the Share Option Scheme for
the holding of an option before it can be exercised.
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Disclosure of Interests

(

40

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

As at 31 December 2021, the interests and short positions
of the Directors and 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 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 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 were as follows:

(

Number of the

BEENRTHRAERKRS
HERAR (0 SRR PRV M 28

KRR
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RARAREFH&ZBITHRAER
$ ANEMAEBEEZE(EER
=5 K E KA EXVE) /R
1 *H?ﬁﬂxfﬁ&1s%a§¢i%ﬁ
HARBEZFKBEGDEXVE
%7&8“*Hﬂa$ T&Haﬁﬁ&
FTtiEm A B (BERIEE
&Eﬂéﬁﬂ%ﬁﬂ%%%ﬂ%ﬁ?ﬁ%ﬂ’ﬁﬁi
REHRENERNESIAR)
N ERBEEFRBEKASE

352{17“:6?#;% Frig My &3
fimER R AR HBEZE
SFRIBRAEARARA MR AT
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Approximate

Capacity/ Shares held/  Long/Short Percentage of
Name of Director Nature of Interest interested in  position Shareholding
e/ BE
EaHN
EEpsE S/ EREE BHHE  #HO%KE BOSREDH
Mr. Yu Huang (Note 1) Interested in a controlled 206,946,667  Long position 39.73%
corporation
RIE & & (M 1) XpAEER 1A
Mr. Pui Lik Leung Kenny Interest in a controlled 21,080,000  Long position 4.05%
(Note 2) corporation
AR mEE(ME2) XEEEER e
Ms. Zheng Jingyun (Note 3) Interest of spouse 35,966,667  Long position 6.90%

BHEL L (ME3) B 5 7 o

S



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 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 31 December 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

“T-FH FEERRERAR

REPORT OF DIRECTORS
ExeiE

B 33

(1) Top Synergy Y&C Limited % Il
HRRBEERBEELLTHESR
#)94.79% K #95.21% » ALt -
BEZEHFRBEELN RIE
% & R B 1 Top Synergy
Y&C Limited ¥ B M BT A K 5
RHEARER

(2) Keen Pacemaker Limited

E\Eﬂif‘ﬁﬁiﬁ—i;ﬁﬁﬁ eS|

CIRBEBSHFRBAEKG

5 sk W R A L Keen

Pacemaker Limited #f & & A
BEROFPHEBEER -

B HBHELITREEFAELEND
EE- At REEHRH
BEGHD BREELIRBR
REBAEEHEAERANM
BROPEEES

ﬁ%iﬁﬁﬁ?& %’JI\' ::9—@

Té%‘kﬂ*%ﬁﬂ)\,@\ “$

jjﬂfﬁ*ﬁﬂawﬁ@(i%ﬁ
%&Eﬁi"i{wﬁﬂ%xvﬁ)ﬂ’]ﬁx
HEAROREEZEFHEBEAR
BESHFRBAEGAEXVIHEET
N85 B A& AR~ B K B 32 BT Y
Ban AR (BREREESFKH
EBRMIZEFREXEEEXR B
HEMNEAERIAE) HAE
BIEEHF KB EKG E3621& 5
FREZMOEZRAE K
BESETFTANENERARE R
aﬁxﬁﬁﬂ’ﬂfém&iﬁ°

41



Kidztech Holdings Limited

REPORT OF DIRECTORS
EEEHS

Annual Report 2021

(I) Substantial Shareholders’ and Other Persons’ (I1)

Interests and Short Positions in Shares and

42

Underlying Shares

So far as the Directors are aware, as at 31 December 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:

Number of the

TERREEMAL

N e

SKARRAR (0 e 2 MR B

LEEMA

A=+—8" Tﬁ\/\t/‘a

Tt
(3

_?_

KRREBEFRHZERTHRAR)R
KRB RDKEERGD THER
AREBEEF LB EGEOIEXVE
F2X37 BE R XA AR FH
Eg E‘//\ﬂaﬁE/\Z’SZ\\T$EE§HA
SR EGRAIEI6KETEE

%%uaﬂm XA S

TTH g R

AR ERKKRA

Approximate

Capacity/ Shares held/ Long/Short Percentage of
Name Nature of Interest interested in  position Shareholding
e/ ®E
] 50/ ERtE BEHROEE # %A BAOFREI®
Ms. Chen Cheng (Note 1) Interest of spouse 206,946,667  Long position 39.73%
B 58 £+ (B 531) [k S9)
Top Synergy Y&C Limited Beneficial owner 206,946,667  Long position 39.73%
ERBEAA e
Ms. Ng Mo Sum (Note 2) Interested in a controlled 55,333,333  Long position 10.62%
corporation
REOLK L (HF2) Xy LB ER e
Mr. Wu Shupeng (Note 3) Interest of spouse 55,333,333  Long position 10.62%
R 156 5% 4 (B 553) R ¥ e
Motivational Mathematics Beneficial owner 55,333,333  Long position 10.62%
Limited
ERBAA e
Mr. Cai Fenguang (Note 4) Interest in a controlled 35,966,667  Long position 6.90%
corporation
EE LA (M 54) XEEEER e
Charming Flair Limited Beneficial owner 35,966,667  Long position 6.90%
EmBEAA A
Gold-Face Finance Limited Corporation having 112,380,000  Long position 21.57%
(Note 5) security interest in
shares
R B R DR (M 5E5) BERNERER 2 EE e
Upbest Group Limited (Note 5) Interest in a controlled 112,380,000  Long position 21.57%

X EEARDEMED

corporation

REfEER



Notes:

(4)

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.

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.

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.

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.

On 23 December 2021, as security for a loan provided by
Gold-Face Finance Limited to Kidztech Holdings Limited,
each of Keen Pacemaker Limited, Motivational Mathematics
Limited and Charming Flair Limited as chargor has charged
21,080,000 shares, 53,333,333 shares and 35,966,667
shares respectively in favour of Gold-Face Finance Limited.
Gold-Face Finance Limited is indirect wholly-owned
subsidiary of Upbest Group Limited.

Save as disclosed above, as at 31 December 2021, no
person, other than the Directors and 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.
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Major Customers and Suppliers

During FY2021, so far as the Company is aware, the aggregate
revenue attributable to the five largest customers and the
largest customer accounted for approximately 36% (2020: 41%)
and 8% (2020: 11%), respectively, of the Group’'s total revenue
for FY2021. Purchases from the Group’s five largest suppliers
accounted for approximately 70% (2020: 59%) of the Group's
total purchase for FY2021 and the purchase from the largest
supplier included therein amounted to approximately 21% (2020:
20%), respectively, of the Group's total purchase for FY2021.

As far as the Directors are aware, none of the Directors, or any
of their close associates (as defined under the Listing Rules) or
Shareholders (which, to the best knowledge of the Directors,
own more than 5% of the Company’s issued share capital), had
any beneficial interest in the Group's five largest customers or
suppliers during FY2021.

Directors

The Directors during FY2021 and up to the date of this annual
report were as follows:

Executive Directors

Mr. Yu Huang (Chairman and Chief Executive Officer)
Ms. He Minhua
(appointed on 31 August 2021)
Mr. Zhu Qiang
(appointed on 23 March 2022)
Mr. Pui Lik Leung Kenny
(resigned on 23 March 2022)
Mr. Ni Yanlong
(retired on 27 May 2021)

Non-executive Director

Ms. Zheng Jingyun

Independent non-executive Directors

Mr. He Weidong
Ms. Wang Shiling

(appointed on 31 August 2021)
Mr. Gong Lan

(appointed on 23 March 2022)
Ms. Liu Man

(resigned on 31 August 2021)
Ms. Zhao Weiwei

(resigned on 23 March 2022)
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In accordance with Article 83(3) of the Articles, Mr. Zhu Qiang,
Ms. He Minhua, Ms. Wang Shiling and Mr. Gong Lan will retire
at the next annual general meeting and eligible for re-election.

In accordance with Article 84(1) of the Articles, Mr. Yu Huang
will retire by rotation at the next annual general meeting and
eligible for re-election.

Information regarding Directors’ emoluments is set out in note
12 to the consolidated financial statements.

Biographical Details of Directors and
Changes in Information of Directors

Brief biographical details of the Directors including the changes
in the Directors’ information if any subsequent to the interim
report are included in the biographical details as set out on
pages 31 to 34 of this annual report.

Directors’ services Contracts

Each of the executive Directors has entered into a service
agreement with the Company for an initial term of three years
and will continue thereafter unless and until terminated by the
Company or the Director or the Director has not been re-elected
as a Director or has been removed by Shareholders at any of
its general meeting or is disqualified from acting as a Director
in accordance with the Articles. Each non-executive Director
and independent non-executive Director was appointed under
a letter of appointment for a fixed term of three years unless
terminated by the Company or the Director in accordance with
the terms as set out in the letter of appointment.

None of the Directors proposed for re-election at the
forthcoming annual general meeting of the Company has or is
proposed to have a service agreement with the Company or any
of its subsidiaries which is not determinable by the Group within
one year without payment of compensation, other than the
statutory compensation.

Directors’ Interests in Transactions,
Arrangements, Contracts of Significance

Save as disclosed in this annual report, no transactions,
arrangements and contracts of significance in relation to
the Group's business to which the Company or any of its
subsidiaries was a party and in which the Director or a
connected entity of the Director had a material interest, whether
directly or indirectly, subsisted as at, or at any time during
FY2021.
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Controlling Shareholders’ Interests

No contract of significance has been entered into between the
Company or any of its subsidiaries and controlling shareholder or
any of its subsidiaries during FY2021.

Emoluments of the Directors and Five
Highest Paid Individuals

Details of the emoluments of Directors and the five highest
paid individuals of the Group are set out in note 12 to the
consolidated financial statements.

Emolument Policy

The Remuneration Committee is set up for reviewing
the Group's emolument policy and structure for making
recommendation to the Board on the overall remuneration
policy and structure relating to all Directors, senior management
and general staff of the Group. The remunerations of the
Directors are determined by reference to the economic
situation, the prevailing market condition, the responsibilities
and duties assumed by each Director as well as their individual
performance.

The Company adopted the Share Option Scheme, details of
which are set out in the section headed “Share Option Scheme”
in this annual report.

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 FY2021.
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Non-Competition Undertaking

The Company confirms that the non-competition undertaking of
Mr. Yu Huang, Ms. Chen Cheng and Top Synergy Y&C Limited,
details of which were set out in the Prospectus, has been fully
complied and enforced during FY2021. The Board also confirms
that there are no other matters in relation to the aforesaid
undertaking which should be brought to the attention of the
Shareholders and the potential investors of the Company.

Legal Proceedings and Compliance

To the best knowledge of the Directors, as at 31 December
2021, there were no legal proceedings or claims currently
existing, pending or threatened against any member of the
Group that the Directors consider will have a material adverse
effect on the financial conditions or results of operation of the
Group.

During FY2021, the Group's business operations had complied
with applicable laws, rules and regulations in the places where
the Group operates in all material respects save for (i) failure
to make social insurance contributions in full compliance
with the Social Insurance Law of the PRC; (ii) failure to make
housing provident fund contributions in full compliance with the
Regulations on the Administration of Housing Provident Fund
of the PRC; and (iii) failure in completing the (a) environmental
impact assessment before construction; and (b) construction
of the matching environmental protection facilities and the
inspection and acceptance formalities before the operation of
a production plant. Please refer to the subparagraph headed
“Non-compliance Incidents” under the paragraph headed “Legal
Proceedings and Compliance” in the section headed “Business”
of the Prospectus.
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Principal Risks and Uncertainties

The following is a list of principal risks and uncertainties

that may affect the business, financial condition,

results of

operations and growth prospects of the Company. However,
this list is not exhaustive as there may be other risks and
uncertainties resulting from changes in economic condition and
operating environment over time:

1.

Economic and political risk: the Sino-US trade war may
further affect the Group’s business, financial conditions
and results of operations; and the continuous outbreak of
the contagious COVID-19 in the PRC and worldwide may
continue to have a material adverse effect on the Group's
business, results of operations, financial condition and
prospects.

Business risk: the Group's sale of co-branded products
relies on the popularity and market acceptance of
intellectual properties used in the co-branded products,
which depends largely on the public reception on the car
models and the entertainment characters of the intellectual
properties licensors and the marketing and promotional
activities of the intellectual properties licensors. The Group
also does not maintain long term purchase contracts
with most of the Group’s customers, any disruption or
termination of the business relationships with the major
customers or fluctuations in their demand for the Group's
products may have a material adverse effect on the
Group's business, results of operation, financial condition
and prospect.

Compliance risk: Non-compliance with product safety
and laws and regulations may lead to financial loss and
reputational damage. Product safety is the Group's
number one priority. The Group has robust processes
and procedures in place to ensure compliance with all
applicable laws and regulations. Changes in related laws
and regulations may lead to increased compliance costs.

Financial risk: The Group is exposed to financial risks
related to currency, pricing, credit and liquidity in the
normal course of business. For details of such financial
risks, please refer to note 5 to the consolidated financial
statements.

The Group has developed a risk management and internal control
system to identify current risks and has undertaken necessary
measures to mitigate the risks identified. Details of the Group's
risk management and internal control system are set out in the
Corporate Governance Report of this annual report
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Key Relationship with the Stakeholders

The Company recognises that employees are its valuable assets.
Thus, the Group provides competitive remuneration packages to
attract and motivate the employees, and regularly reviews the
remuneration package of the employees and makes necessary
adjustments to conform to the market standard. For further
details of the benefits of the employees, please refer to the
section headed “Employees and Remuneration Policies” in this
annual report.

The Group also understands that it is important to maintain good
relationship with its business partners to achieve its long-term
goals. Accordingly, the Directors and senior management have
kept good communication, promptly exchanged ideas and shared
business updates with its business partners when appropriate.
During FY2021, there was no material and significant dispute
between the Group and any of its business partners.

Permitted Indemnity Provisions

Every Director shall be entitled under the Articles to be
indemnified out of the assets of the Company against all actions,
costs, charges, losses or liabilities incurred or sustained by him/
her as a Director in the execution or discharge of his/her duty.
The Company has taken out insurance against the liability and
costs associated with defending any proceedings which may be
brought against the Directors since the Listing Date.

Connected and Related Party Transactions

For FY2021, there were no connected transactions or
continuing connected transactions of the Company which
require compliance with any of the reporting, announcement or
independent shareholders’ approval requirements under Chapter
14A of the Listing Rules.
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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 FY2021.

Sufficiency of Public Float

To the best knowledge of the Directors and based on the
information that is publicly available to the Company, at least
25% of the Company's issued capital were held by public during
FY2021 and up to the date of this annual report.

Auditor

Following the resignation of PricewaterhouseCoopers as the
auditor of the Company on 11 January 2021, Zhonghui Anda
CPA Limited (“Zhonghui Anda”) was appointed as the auditor
of the Company on 13 January 2021 to fill the vacancy. Save as
disclosed above, there were no other changes in auditors of the
Company during the past three years.

The consolidated financial statements for FY2021 have been
audited by Zhonghui Anda, who shall retire in the forthcoming
annual general meeting of the Company and, being eligible,
offer themselves for re-appointment. A resolution for the
re-appointment of Zhonghui Anda as the auditor of the Company
will be proposed at the forthcoming annual general meeting of
the Company.

Corporate Governance

Details of the corporate governance of the Company are set out
in the section headed “Corporate Governance Report” of this
annual report.

Taxation relief

According to the laws of the Cayman Islands, there are currently
no taxes levied on individuals or corporations by reason
of holding of Shares based upon profits, income, gains or
appreciations and there is no taxation in the nature of inheritance
tax or estate duty.
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Environmental Policy

The Group’'s commitment to protecting the environment is
well reflected by the continuous efforts in promoting green
measures and awareness in its daily business operations. The
Group encourages environmental protection and promotes
awareness towards environmental protection to the employees.
The Group reviews its environmental practices from time to time
and will consider implementing further eco-friendly measures
and practices in the operation of the Group’s businesses and
enhancing environmental sustainability.

Details of the Group’s environmental, social and governance
policies and performance during FY2021 shall be disclosed in a
standalone environmental, social and governance report, which
will be published in due course.

Pre-Emptive Rights

There are no provisions for pre-emptive rights under the Articles
or the laws of the Cayman Islands, being the jurisdiction in
which the Company is incorporated, which oblige the Company
to offer new Shares on a pro-rata basis to existing Shareholders.

Management Contracts

No contracts concerning management and administration of the
whole or any substantial part of the business of the Group were
entered into or in existence during FY2021.

Charitable Donations

During FY2021, charitable and other donations made by the
Group amounted to approximately RMB12,000 (FY2020:
approximately RMB1,300,000).
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Continuing disclosure requirement under rule
13.21 of the Listing Rules

As disclosed in the announcement of the Company dated
23 December 2021, on 23 December 2021, the Company
has entered into a loan agreement (the “Loan Agreement”)
with a licensed money lender in Hong Kong under the Money
Lenders Ordinance (the “Lender”) for the principal amount
of HK$30,000,000 (the “Loan”). The Loan has a term of one
year from its drawdown date subject to the terms of the Loan
Agreement. To the best of the knowledge, information and
belief of the Directors, having made all reasonable enquiries,
the Lender is a third party independent of the Company and its
connected persons (as defined in the Listing Rules).

Pursuant to the Loan Agreement, the Company has covenanted
that it will procure Mr. Yu Huang, a controlling shareholder of
the Company, among others, not to sell, transfer or otherwise
dispose of his equity interests in the Company and its
subsidiaries or associated companies or any part thereof or
create any encumbrance over his equity interests or any part
thereof unless with the prior written consent of the Lender. A
breach of such covenant will constitute an event of default, upon
the occurrence of which, all outstanding amounts under the
Loan Agreement shall become immediately due and payable.

As at 31 December 2021, Top Synergy Y&C Limited holds
approximately 39.73% of the total issued share capital of
the Company. 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, the spouse of Mr. Yu Huang,
respectively.

As at 31 December 2021, the aggregate amount of
HK$30,000,000 had been drawn and shall become due and
payable on 22 December 2022.

Save as disclosed above, as at 31 December 2021, the Company
did not have other disclosure obligations under Rule 13.21 of the
Listing Rules.

On behalf of the Board
Kidztech Holdings Limited
Yu Huang
Chairman

Hong Kong, 6 May 2022
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To the Shareholders of Kidztech Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of
Kidztech Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages
58 to 119, which comprise the consolidated statement of
financial position as at 31 December 2021, and the consolidated
statement of profit or loss and other comprehensive income,
the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended,
and notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of
the Group as at 31 December 2021, and of its consolidated
financial performance and its consolidated cash flows for
the year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs") issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA") and
have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Basis for Opinion

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs") issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor’'s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent
of the Group in accordance with the HKICPA's Code of Ethics for
Professional Accountants (the “Code”), and we have fulfilled our
other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.
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Key Audit Matters

Key audit matters are those matters that,
judgment,

in our professional
were of most significance in our audit of the

consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters.

(i)

54

Trade receivables
Refer to Note 20 to the consolidated financial statements.

The Group tested the amount of trade receivables for
impairment. This impairment test is significant to our audit
because the balance of trade receivables of approximately
RMB117,007,000 as at 31 December 2021 is material to
the consolidated financial statements. In addition, the
Group’s impairment test involves application of judgement
and is based on estimates.

Our audit procedures included, among others:
- Assessing the Group’s procedures on granting credit
limits and credit periods to customers;

- Assessing the Group’s relationship and transaction
history with the customers;

- Evaluating the Group’s impairment assessment;

- Assessing ageing of the debts;

- Assessing credit worthiness of the customers;

- Assessing the disclosure of the Group's exposure to
credit risk in the consolidated financial statements;

and

- Checking subsequent settlements from the
customers.

We consider that the Group's impairment test for trade
receivables is supported by the available evidence.
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(i) Inventories
Refer to Note 19 to the consolidated financial statements.

The Group tested the amount of inventory for impairment.
This impairment test is significant to our audit because
the balance of inventory of approximately RMB23,238,000
as at 31 December 2021 is material to the consolidated
financial statements. In addition, the Group’s impairment
test involves application of judgement and is based on
estimates.

Our audit procedures included, among others:

- Assessing the Group’s procedures on ordering and
holding of inventory;

- Evaluating the Group’s impairment assessment;

- Assessing the ageing of the inventory;

- Assessing the net realisable values of the inventory;
and

- Checking subsequent sales and usage of the
inventory.

We consider that the Group's impairment test for
inventories is supported by the available evidence.

Other Information

The directors of the Company (the “Directors”) are responsible
for the other information. The other information comprises all
the information in the Company’s annual report, but does not
include the consolidated financial statements and our auditor’s
report thereon.

Our opinion on the consolidated financial statements does not
cover the other information and we do not express any form of
assurance conclusion thereon.
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In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information
is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated. If, based on the work
we have performed, we conclude that there is a material
misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

Responsibilities of Directors for the
Consolidated Financial Statements

The Directors are responsible for the preparation of the
consolidated financial statements that give a true and fair
view in accordance with HKFRSs issued by the HKICPA and
the disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the Directors
determine is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the consolidated financial statements, the Directors
are responsible for assessing the Group's ability to continue as a
going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless
the Directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error,
and to issue an auditor’'s report that includes our opinion. We
report our opinion solely to you, as a body, and for no other
purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.
Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs
will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.
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A further description of our responsibilities for the audit
of the consolidated financial statements is located at the
HKICPA’s website at: http://www.hkicpa.org.hk/en/standards-
and-regulations/standards/auditing-assurance/auditre. This
description forms part of our auditor’s report.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Pang Hon Chung

Audit Engagement Director

Practising Certificate Number P05988
Hong Kong, 6 May 2022
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For the year ended 31 December 2021
BE-_ T —F+-_A=+—HItEE

2021 2020
—E-—F —=E-=F
Notes RMB’000 RMB'000
Bt 5 AR®B T AR T
Revenue W 2= 6 283,843 285,813
Cost of sales 35 & B AR (203,068) (195,750)
Gross profit E F 80,775 100,163
Selling expenses HERX (7,901) (18,107)
Administrative expenses TR (42,126) (45,031)
Net impairment losses on trade and B 5 & £ fth & U 5% T8 5 (&
other receivables & 18 % 5 (5,374) (6,823)
Other income H A 7 17,109 11,219
Profit from operation BEER 42,483 41,421
Finance costs Bl & KR 10 (10,761) (8,474)
Profit before tax B Bt AT & Rl 31,722 32,947
Income tax expenses 5 X 1 (5,636) (8,804)
Profit for the year attributable RKATRBEEAFRELRA
to the owners of the Company ) 26,086 24,143
Other comprehensive loss FREMEZEEE
for the year
Items that may be reclassified to FE DR B m A IEA -
profit or loss:
Exchange differences on translating B E/EBINEEEBHH
foreign operations E W =58 (94) (2,957)
Other comprehensive loss for FREMEEER
the year (94) (2,957)
Total comprehensive income for ZEATEEAEEER
the year attributable to the ZHEKZELE
owner of the Company 25,992 21,186
Earnings per share BREA
Basic and diluted AEXKEE
(RMB cents per Share) (BRARESD) 14 5.0 4.8

58




“EOFH arEERRERAR

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

n'l_\ézﬁxzrﬁ%;lﬁiﬂli
As at 31 December 2021
R=—F-_—%+=-A=+—H

2021 2020
—E-—F —=E-=F
Notes RMB’000 RMB'000
Bt 5 AR T AR T
Non-current assets kREBEE

Property, plant and equipment M- BERFZE 15 161,814 172,638
Right-of-use assets ERAEEE 16 38,346 36,870
Intangible assets BEREE 17 2,812 7199
Deferred income tax assets EEMIHEE 18 6,414 3,536
Prepayments SERNE 21 52,095 58,015
261,481 278,258

Current assets TEEE
Inventories FE 19 23,238 50,270
Trade receivables 2 5 & WK IE 20 117,007 77,819
Prepayment and other receivables TERIE R H A EWRIE 21 92,756 130,740
Restricted cash X R EIE 22 - 1,035
Cash and cash equivalents RekReEEY 22 286,512 132,424
519,513 392,288

Current liabilities EEE
Trade and other payables B 5 Kk H At & {4 R IB 23 144,635 56,583
Amount due to a related company FE 15 — A B Bt & ) 3R IB 24 962 962
Contract liabilities EHAaE 1,895 955
License fee payable EREESR 25 1,769 3,651
Bank and other borrowings R 1T N2 H A 18 3K 26 155,278 155,890
Lease liabilities HEBE 27 4,639 2,671
Current income tax liabilities BNERFR 5 T & B 19,520 15,139
328,698 235,851
Net current assets REBEEFRE 190,815 166,437
Total assets less current liabilities EEHAERARB AR 452,296 434,695
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As at 31 December 2021
RZZB-_—F+=-A=+—H

2021 2020
—EZ—fF —E-EF
Notes RMB’000 RMB'000
B 5 AR® T AR T T
Non-current liabilities kRBEE
Deferred revenue iR 3 U = 1,029 1,747
Deferred tax liabilities FEERIBAE 18 3,760 2,487
Lease liabilities HEAaE 27 5,646 5,320
License fee payable R REE 25 98 1,599
10,533 11,153
NET ASSETS EERE 441,763 423,542
Capital and reserves EXREE
Share capital % A5 28 467 467
Reserves i 29(a) 441,296 423,075
TOTAL EQUITY R 441,763 423,542

The consolidated financial statements on pages 58 to 119 were E58ENMIBE MG M B HEN -

approved and authorised for issue by the board of directorson6 — S H A NBEE =< it £ LK
May 2022 and are signed on its behalf by: BET VTATNINEEFREZTESS
=E
Yu Huang Zhu Qiang
RE KR
Director Director
EE EFE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
MEERZBHR

For the year ended 31 December 2021
HE-Z-_—F+-_A=+—HIFE

Foreign
currency
Share Share  Statutory Capital translation Merger  Retained
capital  premium reserve reserve reserve reserve  earnings Total
S
RE ROEE EEHE EARE RERE AHEE  REERA @t
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETT ARETR ARETT ARETrR ARETn ARETR ARETT ARETR
At 1 January 2020 R-2-2%-A-A 70 - 14,535 274,598 1,609 (22,103) 32,188 300,897
Total comprehensive income FALENRESR
for the year - - - - (2,957) - 24,143 21,186
Transfer to statutory reserve EREATRRE - - 4,639 - - - (4,639) -
Capitalisation issue BEALES 316 - - (316) - - - -
Issue of shares under the Listing RELTETRG 81 111,637 - - - - - 111,618
Listing expenses included in share ~ FFARBHEH LTH X
premium = (10,159) - - = = = (10,159)
At 31 December 2020 R-E-25+-B=1-H 467 101,378 19,174 274,282 (1,348) (22,103 51,692 423,542
At 1 January 2021 W-E--%-A-H 467 101,378 19,174 274,282 (1,348) (22,103) 51,692 423,542
Total comprehensive income FRNE2ENGEEE
for the year - - - - (94) - 26,086 25,992
Transfer to statutory reserve ERELERRE - - 4,065 - - - (4,065) -
Dividend paid BRRE - - - - - - (7771) (7771)
At 31 December 2021 R-Z--%#+-fA=+-H 467 101,378 23,239 274,282 (1,442) (22,103) 65,942 441,763
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For the year ended 31 December 2021
BE Z_—F+-_A=+—BLFE

2021 2020
—E-—F ZEZTF
RMB’000 RMB'000
AR®B TR AREF T
Cash flows from operating activities K& FEHFEHLARE
Profit before tax B Bt A & 31,722 32,947
Adjustments for: )
Depreciation of property, plant and M BMEREETE
equipment 18,758 16,461
Depreciation of right-of-use assets FREEENE 7,026 4,650
Amortisation of intangible assets EREESH 4,913 4,876
Net impairment losses on trade and B 5 & H b fE IR IA R E
other receivables &5 18 F 58 5,374 6,823
Impairment losses of mould and A R eSRE BB
machinery 1,904 269
Reversal of provision of inventory FERERD (32) =
Interest income A E U A (7,496) (1,197)
Finance costs B 7 X AN 10,761 8,474
(Gain)/loss on disposal of property, LEVE BMEEXKEHN
plant and equipment (Y 25) &5 1B (38) 15
Amortisation of deferred revenue iR & WY 7 B 8 (718) (958)
Operating cash flows before working EEESEHINLCERESR
capital changes 72,174 72,360
Change in license fee payables e R (4,815) (5,057)
Change in inventory FEZ 27,064 14,790
Change in contract liabilities AHAaRE “iﬂ 940 217
Change in trade receivables B 5 JE Wk 1E & (42,383) (23,494)
Change in prepayments and other SEENE: IE&E@L‘?LBZ RIE
receivables = 42,490 (70,594)
Change in trade and other payables ﬁ%&ﬁ@rgﬁ ﬂ@j 73,782 4,781
Change in amount due to a related JE A~ — R A Bt 2 B B T8
company - 962
Cash generated from/(used in) KEmRE/ (TR RE
operations 169,252 (6,035)
Income tax paid BT H (2,839) (8,452)
Net cash generated from/(used in) BRETHME (FABREFHE
operating activities 166,413 (14,487)
Cash flows from investing activities BREFHFMERERE
Purchase of property, plant and BEYWE BEEZE
equipment (10,005) (54,847)
Purchase of right-of-use assets BEFRHEEE (31) =
Proceeds from disposal of property, HEWE  BEKEZEMSENIE
plant and equipment 157 53
Change in prepayments T8 4 3R 18 & 5,920 (10,256)
Interest received 2 F B 840 1,197
Change in restricted cash = PRl IR & = B 1,035 (17)
Net cash used in investing activities REFTEHFFARESFHE (2,084) (63,870)
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FERERER

For the year ended 31 December 2021
BE_Z-_—4+_A=+—BItEE

2021 2020
— B —E-EF
RMB’000 RMB'000

ARBTT ARETTT

Cash flows from financing activities BZEFZEFMERERE

Proceeds from the Issue of shares BIE ETHEATAR () FT 1S 5K 1E

under the Listing - 111,618
Payment for listing expenses EmRAIZER - (14,785)
Proceeds from borrowings & X FT 15 5K IA 103,318 119,061
Repayment of borrowings EEER (103,903) (105,865)
Interest paid 21 A 8 (9,462) (7.811)
Principal and interest element of HEMNR E’J e kA BE D

lease payments (6,820) (4,268)
Dividend paid B R E (5,222) =
Advance from shareholders A% B = 5K 11,721 =

Net cash (used in)/generated from BMEFH (A FEBRLFHE

financing activities (10,368) 97,950
Net increase in cash and cash BReRESEEY

equivalents 38 hn 7 FR 153,961 19,593
Cash and cash equivalents at beginning FHREKRESEEY

of year 132,424 116,629
Effect of changes in foreign IINEEXRZEHHZE

exchange rate 127 (3,798)
Cash and cash equivalents at ERRERBLSEEY

end of year 286,512 132,424
Analysis of cash and cash ReRBREEEUIM

equivalents
Bank and cash balances RITRIR S & &% 286,512 132,424
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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 (the “Share(s)”) were listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) on 18 March 2020 (the “Listing”).

The Company is an investment holding company and
its subsidiaries (together, “the Group"”) are principally
engaged in manufacturing and sales of toys. The principal
activities of its subsidiaries are set out in note 34 to the
consolidated financial statements.

Adoption of New and Revised Hong Kong
Financial Reporting Standards

In the current year, the Group has adopted all the new
and revised Hong Kong Financial Reporting Standards
("HKFRSs") issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA") that are relevant to its
operations and effective for its accounting year beginning
on 1 January 2021. HKFRSs comprise Hong Kong Financial
Reporting Standards ("HKFRS”); Hong Kong Accounting
Standards (“HKAS"); 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 year and prior years.

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 CONSOLIDATED FINANCIAL STATEMENTS

Significant accounting policies

These consolidated financial statements have been
prepared in accordance with HKFRSs issued by HKICPA,
and the applicable disclosures required by the Rules
Governing the Listing of Securities on the Stock Exchange
and by the Hong Kong Companies Ordinance.

These consolidated financial statements have been
prepared under the historical cost convention. These
consolidated financial statements are presented in
Renminbi (“RMB"”) and all values are rounded to the
nearest thousand except when otherwise indicated.

The preparation of consolidated financial statements
in conformity with HKFRSs requires the use of key
assumptions and estimates. It also requires management
to exercise its judgments in the process of applying the
accounting policies. The areas involving critical judgments
and areas where assumptions and estimates are significant
to these consolidated financial statements are disclosed in
Note 4 to the consolidated financial statements.

The significant accounting policies applied in the
preparation of these consolidated financial statements are
set out below.

Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up
to 31 December. Subsidiaries are entities over which the
Group has control. The Group controls an entity when
it is exposed, or has rights, to variable returns from its
involvement with the entity and has the ability to affect
those returns through its power over the entity. The Group
has power over an entity when the Group has existing
rights that give it the current ability to direct the relevant
activities, i.e. activities that significantly affect the entity’s
returns.

When assessing control, the Group considers its potential
voting rights as well as potential voting rights held by other
parties, to determine whether it has control. A potential
voting right is considered only if the holder has the
practical ability to exercise that right.
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3. Significant accounting policies
(Continued)

Consolidation (Continued)

Subsidiaries are consolidated from the date on
which control is transferred to the Group. They are
de-consolidated from the date the control ceases.

The gain or loss on the disposal of a subsidiary that results
in a loss of control represents the difference between (i)
the fair value of the consideration of the sale plus the fair
value of any investment retained in that subsidiary and (ii)
the Company’s share of the net assets of that subsidiary
plus any remaining goodwill relating to that subsidiary
and any related accumulated foreign currency translation
reserve.

Intragroup transactions, balances and unrealised profits are
eliminated. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the
asset transferred. Accounting policies of subsidiaries have
been changed where necessary to ensure consistency with
the policies adopted by the Group.

Foreign currency translation
(a) Functional and presentation currency

[tems included in the financial statements of each of
the Group's entities are measured using the currency
of the primary economic environment in which the
entity operates (the “functional currency”). The
functional currency of the operating subsidiaries
incorporated in Hong Kong is United States dollars
("USD"), while the functional currency of the other
subsidiaries of the Group is RMB. The consolidated
financial statements are presented in RMB, which
is the functional currency of the Company and the
operating subsidiaries and the Group's presentation
currency.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. Significant accounting policies
(Continued)

Foreign currency translation (Continued)

(b)

(c)

Transactions and balances in each entity’s
financial statements

Transactions in foreign currencies are translated into
the functional currency on initial recognition using the
exchange rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign currencies
are translated at the exchange rates at the end of
each reporting period. Gains and losses resulting from
this translation policy are recognised in profit or loss.

Non-monetary items that are measured at fair
values in foreign currencies are translated using the
exchange rates at the dates when the fair values are
determined.

When a gain or loss on a non-monetary item
is recognised in other comprehensive income,
any exchange component of that gain or loss is
recognised in other comprehensive income. When a
gain or loss on a non-monetary item is recognised in
profit or loss, any exchange component of that gain or
loss is recognised in profit or loss.

Translation on consolidation

The results and financial position of all the Group
entities that have a functional currency different from
the Company’s presentation currency are translated
into the Company’s presentation currency as follows:

- Assets and liabilities for each statement of
financial position presented are translated at
the closing rate at the date of that statement of
financial position;

- Income and expenses are translated at average
exchange rates (unless this average is not a
reasonable approximation of the cumulative
effect of the rates prevailing on the transaction
dates, in which case income and expenses
are translated at the exchange rates on the
transaction dates); and

- All resulting exchange differences are recognised
in the foreign currency translation reserve.
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3.

68

Significant accounting policies
(Continued)

Foreign currency translation (Continued)
(c) Translation on consolidation (Continued)

On consolidation, exchange differences arising
from the translation of the net investment in foreign
entities and of borrowings are recognised in the
foreign currency translation reserve. When a foreign
operation is sold, such exchange differences are
recognised in consolidated profit or loss as part of the
gain or loss on disposal.

Fair value adjustments arising on the acquisition of a
foreign entity are treated as assets and liabilities of
the foreign entity and translated at the closing rate.

Property, plant and equipment

Buildings comprise mainly factories and offices. Property,
plant and equipment are carried at costs less subsequent
depreciation and impairment losses.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. All other repairs
and maintenance are recognised in profit or loss during the
period in which they are incurred.

Depreciation of property, plant and equipment is calculated
at rates sufficient to write off their cost less their residual
values over the estimated useful lives on a straight-line
basis. The useful lives are as follows:

Buildings 30-35 years
Leasehold improvements 2-5 years
Mould and machinery 3-10 years
Motor vehicles 3-10 years
Furniture and office equipment 3-5 years
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Significant accounting policies
(Continued)

Property, plant and equipment (Continued)

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at the end of each reporting
period.

Construction in progress represents buildings under
construction and plant and machinery pending installation,
and is stated at cost less impairment losses. Depreciation
begins when the relevant assets are available for use.

The gain or loss on disposal of property, plant and
equipment is the difference between the net sales
proceeds and the carrying amount of the relevant asset,
and is recognised in profit or loss.

Leases
The Group as lessee

Leases are recognised as right-of-use assets and
corresponding lease liabilities when the leased assets
are available for use by the Group. Right-of-use assets
are stated at cost less accumulated depreciation and
impairment losses. Depreciation of right-of-use assets is
calculated at rates to write off their cost over the shorter of
the asset’s useful life and the lease term on a straight-line
basis. The principal annual rates are as follows:

Land use right 2%-3%
Buildings 20%-50%
Motor vehicles 20%-33%

Right-of-use assets are measured at cost comprising the
amount of the initial measurement of the lease liabilities,
lease payments prepaid, initial direct costs and the
restoration costs. Lease liabilities include the net present
value of the lease payments discounted using the interest
rate implicit in the lease if that rate can be determined, or
otherwise the Group's incremental borrowing rate. Each
lease payment is allocated between the liability and finance
cost. The finance cost is charged to profit or loss over the
lease term so as to produce a constant periodic rate of
interest on the remaining balance of the lease liability.
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70

Significant accounting policies
(Continued)

Leases (Continued)
The Group as lessee (Continued)

Payments associated with short-term leases and leases of
low- value assets are recognised as expenses in profit or
loss on a straight-line basis over the lease terms. Short-
term leases are leases with an initial lease term of 12
months or less. Low-value assets are assets of value below
US$5,000.

The Group as lessor

Leases that do not substantially transfer to the lessees all
the risks and rewards of ownership of assets are accounted
for as operating leases. Rental income from operating
leases is recognised on a straight-line basis over the term
of the relevant lease.

Intangible assets
(a) Trademarks

Trademarks are stated at cost less accumulated
amortisation and impairment losses. Amortisation is
calculated on a straight-line basis over their estimated
useful lives of 5 years.

(b) Software

Acquired computer softwares are capitalised on the
basis of costs incurred to acquire and bring to use the
specific software. Softwares are stated at cost less
accumulated amortisation and impairment losses.
Amortisation is calculated on a straight-line basis over
their estimated useful lives of 3-5 years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. Significant accounting policies

(Continued)

Intangible assets (Continued)
(c) License rights

License rights are stated at historical cost less
accumulated amortisation and accumulated
impairment losses. They are initially measured at
the fair value of the consideration given to acquire
the license at the time of the acquisition, which
represents the capitalised present values of the fixed
minimum payment to be made upon commencement
of the license contract and in subsequent years.

The Group amortises intangible assets with limited
useful lives of 3 to 5 years for trademarks and
software and over the terms of the license right
contracts of 1 to 3 years using straight-line method.

Research and development

Expenditure on research activities is recognised as an
expense in the period in which it is incurred. An internally
generated intangible asset arising from the Group's
development project (relating to the design and developing
of new or improved utility models and utility patents) are
recognised only if all of the following conditions are met:

- An asset is created that can be identified (such as
software and new processes);

- It is probable that the asset created will generate
future economic benefits; and

- The development cost of the asset can be measured
reliably.

Internally generated intangible assets are stated at cost
less accumulated amortisation and impairment losses.
Amortisation is calculated on a straight-line basis over
their estimated useful lives of one to five years. Where no
internally generated intangible asset can be recognised,
development expenditure is recognised in profit or loss in
the period in which it is incurred.
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Significant accounting policies
(Continued)

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the weighted
average basis. The cost of finished goods and work in
progress comprises raw materials, direct labour and
an appropriate proportion of all production overhead
expenditure, and where appropriate, subcontracting
charges. Net realisable value is the estimated selling price
in the ordinary course of business, less the estimated
costs of completion and the estimated costs necessary to
make the sale.

Recognition and derecognition of financial
instruments

Financial assets and financial liabilities are recognised in the
statement of financial position when the Group becomes a
party to the contractual provisions of the instruments.

Financial assets are derecognised when the contractual
rights to receive cash flows from the assets expire; the
Group transfers substantially all the risks and rewards of
ownership of the assets; or the Group neither transfers nor
retains substantially all the risks and rewards of ownership
of the assets but has not retained control on the assets.
On derecognition of a financial asset, the difference
between the asset’s carrying amount and the sum of the
consideration received is recognised in profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expired. The difference between the carrying amount
of the financial liability derecognised and the consideration
paid is recognised in profit or loss.

Financial assets

Financial assets are recognised and derecognised on a
trade date basis where the purchase or sale of an asset
is under a contract whose terms require delivery of the
asset within the timeframe established by the market
concerned, and are initially recognised at fair value, plus
directly attributable transaction costs except in the case of
investments at fair value through profit or loss. Transaction
costs directly attributable to the acquisition of investments
at fair value through profit or loss are recognised
immediately in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Significant accounting policies
(Continued)

Financial assets (Continued)

Financial assets of the Group are classified as financial
assets at amortised cost.

Financial assets (including trade and other receivables) are
classified under this category if they satisfy both of the
following conditions:

- the assets are held within a business model whose
objective is to hold assets in order to collect
contractual cash flows; and

- the contractual terms of the assets give rise on
specified dates to cash flows that are solely payments
of principal and interest on the principal amount
outstanding.

They are subsequently measured at amortised cost using
the effective interest method less loss allowance for
expected credit losses.

Loss allowances for expected credit losses

The Group recognises loss allowances for expected credit
losses on financial assets at amortised cost. Expected
credit losses are the weighted average of credit losses with
the respective risks of a default occurring as the weights.

At the end of each reporting period, the Group measures
the loss allowance for a financial instrument at an
amount equal to the expected credit losses that result
from all possible default events over the expected life
of that financial instrument (“lifetime expected credit
losses"”) for trade receivables, or if the credit risk on that
financial instrument has increased significantly since initial
recognition.

If, at the end of the reporting period, the credit risk on a
financial instrument (other than trade receivables) has not
increased significantly since initial recognition, the Group
measures the loss allowance for that financial instrument at
an amount equal to the portion of lifetime expected credit
losses that represents the expected credit losses that
result from default events on that financial instrument that
are possible within 12 months after the reporting period.

The amount of expected credit losses or reversal to adjust
the loss allowance at the end of the reporting period to
the required amount is recognised in profit or loss as an
impairment gain or loss.
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Significant accounting policies
(Continued)

Cash and cash equivalents

For the purpose of the statement of cash flows, cash
and cash equivalents represent cash at bank and on
hand, demand deposits with banks and other financial
institutions, and short- term highly liquid investments
which are readily convertible into known amounts of cash
and subject to an insignificant risk of change in value.
Bank overdrafts which are repayable on demand and form
an integral part of the Group’s cash management are also
included as a component of cash and cash equivalents.

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified
according to the substance of the contractual arrangements
entered into and the definitions of a financial liability and an
equity instrument under HKFRSs. An equity instrument is
any contract that evidences a residual interest in the assets
of the Group after deducting all of its liabilities.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently measured at
amortised cost using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the
liability for at least 12 months after the end of the reporting
period.

Trade and other payables

Trade and other payables are stated initially at their fair
value and subsequently measured at amortised cost
using the effective interest method unless the effect of
discounting would be immaterial, in which case they are
stated at cost.
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Significant accounting policies
(Continued)

Equity instruments

Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.

Revenue from contracts with customers

Revenue is measured based on the consideration specified
in a contract with a customer with reference to the
customary business practices and excludes amounts
collected on behalf of third parties. For a contract where
the period between the payment by the customer and
the transfer of the promised product or service exceeds
one year, the consideration is adjusted for the effect of a
significant financing component.

The Group recognises revenue when it satisfies a
performance obligation by transferring control over a
product or service to a customer. Depending on the terms
of a contract and the laws that apply to that contract, a
performance obligation can be satisfied over time or at a
point in time. A performance obligation is satisfied over
time if:

(a) the customer simultaneously receives and consumes
the benefits provided by the Group's performance;

(b) the Group’s performance creates or enhances an
asset that the customer controls as the asset is
created or enhanced; or

(c) the Group’s performance does not create an asset
with an alternative use to the Group and the Group
has an enforceable right to payment for performance
completed to date.

If a performance obligation is satisfied over time, revenue
is recognised by reference to the progress towards
complete satisfaction of that performance obligation.
Otherwise, revenue is recognised at a point in time when
the customer obtains control of the product or service.
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Significant accounting policies
(Continued)

Other income

Rental income is recognised on a straight-line basis over
the lease term.

Interest income is recognised using the effective interest
method.

Employee benefits
(a) Short-term obligations

Liabilities for wages and salaries, including non-
monetary benefits and accumulating sick leave that
are expected to be settled wholly within 12 months
after the end of the year in which the employees
render the related service are recognised in respect
of employees’ services up to the end of the reporting
year and are measured at the amounts expected to be
paid when the liabilities are settled. The liabilities are
presented as current employee benefit obligations in
the statement of financial position.

(b) Pension obligations

The Group contributes to defined contribution
retirement schemes which are available to all
employees. Contributions to the schemes by the
Group and employees are calculated as a percentage
of employees’ basic salaries. The retirement benefit
scheme cost charged in profit or loss represents
contributions payable by the Group to the funds.

EXEFTHEE)

HA A
NS i Tk

MBUWAABERA REHER -

il
il
-
Hao|
e

(a) EHMEME
BREEEHREHPR KRG
ERRIERFCAB(E
EEREREEREHHER
BHIRARRI2 HARE
BEENFEBRALZR
ARBIEREEEHEEA
BB BEFE- AR
RIBRRARANZIN BB
BEERAEME -

(b) BkE B
7N £% B [ 7 RR A SUR KA
ELHR FEREREY
A2 EtE o Hm A
SELRREREREEALH
T ZADLIEL - B
O BR 2 3B I8 A 51 &) Ak AN
BEASEERAZES XM
ZHRK -



“EOFH arEERRERAR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Significant accounting policies
(Continued)

Employee benefits (Continued)

(c)

(d)

(e)

Termination benefits

Termination benefits are recognised at the earlier of
the dates when the Group can no longer withdraw
the offer of those benefits and when the Group
recognises restructuring costs and involves the
payment of termination benefits.

Housing funds, medical insurances and other
social insurances

Employees of the group companies in the PRC
are entitled to participate in various government
supervised housing funds, medical insurance and
other employee social insurance plan. The Group
contributes on a monthly basis to these funds
based on certain percentages of the salaries of the
employees, subject to certain ceiling. The Group's
liability in respect of these funds is limited to the
contributions payable in each year.

Bonus entitlements

The expected cost of bonus payments are recognised
as a liability when the Group has a present contractual
or constructive obligation as a result of services
rendered by employees and a reliable estimate of the
obligation can be made.

Share-based payments

The Group issues equity-settled share-based payments to
certain employees. Equity-settled share-based payments
are measured at the fair value (excluding the effect of non
market- based vesting conditions) of the equity instruments
at the date of grant. The fair value determined at the
grant date of the equity-settled share-based payments
is expensed on a straight-line basis over the vesting
period, based on the Group’s estimate of shares that will
eventually vest and adjusted for the effect of non market-
based vesting conditions.
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Significant accounting policies
(Continued)

Share-based payments (Continued)

The Group also provides employees with the ability to
purchase the Company’s ordinary shares at a discount to
the current market value. The Group records an expense,
based on the fair value of the discount related to shares
expected to vest (taking in account the post vesting
transfer restrictions), on a straight- line basis over the
vesting period.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are capitalised
as part of the cost of those assets, until such time as the
assets are substantially ready for their intended use or sale.
Investment income earned on the temporary investment of
specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs eligible for
capitalisation.

To the extent that funds are borrowed generally and used
for the purpose of obtaining a qualifying asset, the amount
of borrowing costs eligible for capitalisation is determined
by applying a capitalisation rate to the expenditures on that
asset. The capitalisation rate is the weighted average of
the borrowing costs applicable to the borrowings of the
Group that are outstanding during the period, other than
borrowings made specifically for the purpose of obtaining a
qualifying asset.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Significant accounting policies
(Continued)

Government grants

A government grant is recognised when there is reasonable
assurance that the Group will comply with the conditions
attaching to it and that the grant will be received.

Government grants relating to income are deferred and
recognised in profit or loss over the period to match them
with the costs they are intended to compensate.

Government grants that become receivable as
compensation for expenses or losses already incurred or
for the purpose of giving immediate financial support to the
Group with no future related costs are recognised in profit
or loss in the period in which they become receivable.

Government grants relating to the purchase of assets are
recorded as deferred income and recognised in profit or
loss on a straight-line basis over the useful lives of the
related assets.

Repayment of a grant related to income is applied first
against any unamortised deferred income set up in respect
of the grant. To the extent that the repayment exceeds any
such deferred income, or where no deferred income exists,
the repayment is recognised immediately in profit or loss.
Repayment of a grant related to an asset is recorded by
increasing the carrying amount of the asset or reducing the
deferred income by the amount repayable. The cumulative
additional depreciation that would have been recognised
in profit or loss to date in the absence of the grant is
recognised immediately in profit or loss.
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Significant accounting policies
(Continued)

Taxation

Income tax represents the sum of the current tax and
deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit recognised in profit
or loss because it excludes items of income or expense
that are taxable or deductible in other years and it further
excludes items that are never taxable or deductible. The
Group's liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the
end of the reporting period.

Deferred tax is recognised on differences between the
carrying amounts of assets and liabilities in the financial
statements and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities are
generally recognised for all taxable temporary differences
and deferred tax assets are recognised to the extent that
it is probable that taxable profits will be available against
which deductible temporary differences, unused tax losses
or unused tax credits can be utilised. Such assets and
liabilities are not recognised if the temporary difference
arises from goodwill or from the initial recognition (other
than in a business combination) of other assets and
liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and
associates except where the Group is able to control the
reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable
future.

The carrying amount of deferred tax assets is reviewed at
the end of each reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profits
will be available to allow all or part of the asset to be
recovered.
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Significant accounting policies
(Continued)

Taxation (Continued)

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or
the asset is realised, based on tax rates that have been
enacted or substantively enacted by the end of the
reporting period. Deferred tax is recognised in profit or
loss, except when it relates to items recognised in other
comprehensive income or directly in equity, in which case
the deferred tax is also recognised in other comprehensive
income or directly in equity.

The measurement of deferred tax assets and liabilities
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount
of its assets and liabilities.

Deferred tax assets and liabilities are offset when there
is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to
income taxes levied by the same taxation authority and the
Group intends to settle its current tax assets and liabilities
on a net basis.

Related parties

A related party is a person or entity that is related to the
Group.

(@) A person or a close member of that person’s family is
related to the Group if that person:
(i) has control or joint control over the Group;

(i) has significant influence over the Group; or

(iii) is a member of the key management personnel
of the Company or of a parent of the Company.
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3. Significant accounting policies
(Continued)

82

Related parties (Continued)

(b) An entity is related to the Group if any of the
following conditions applies:

(i)

(iii)

(iv)

(vi)

(vii)

(viii)

The entity and the Company are members of
the same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others).

One entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a
member).

Both entities are joint ventures of the same third
party.

One entity is a joint venture of a third entity
and the other entity is an associate of the third
entity.

The entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group. If the Group is
itself such a plan, the sponsoring employers are
also related to the Group.

The entity is controlled or jointly controlled by a
person identified in (a).

A person identified in (a)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of a
parent of the entity).

The entity, or any member of a group of which
it is a part, provides key management personnel
services to the Company or to a parent of the
Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Significant accounting policies
(Continued)

Segment reporting

Operating segments and the amounts of each segment
item reported in the financial statements are identified from
the financial information provided regularly to the Group's
most senior executive management for the purpose of
allocating resources and assessing the performance of the
Group's various lines of business.

Individually material operating segments are not aggregated
for financial reporting purposes unless the segments
have similar economic characteristics and are similar in
respect of the nature of products and services, the nature
of productions processes, the type or class of customers,
the methods used to distribute the products or provide the
services, and the nature of the regulatory environment.
Operating segments which are not individually material may
be aggregated if they share a majority of these criteria.

Impairment of assets

At the end of each reporting period, the Group reviews the
carrying amounts of its tangible and other intangible assets
except deferred income tax asset, investments, inventories
and receivables, to determine whether there is any
indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount
of the asset is estimated in order to determine the extent of
any impairment loss. Where it is not possible to estimate
the recoverable amount of an individual asset, the Group
estimates the recoverable amount of the cash-generating
unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs
of disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset.
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3.
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Significant accounting policies
(Continued)

Impairment of assets (Continued)

If the recoverable amount of an asset or cash-generating
unit is estimated to be less than its carrying amount, the
carrying amount of the asset or cash-generating unit is
reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss, unless the relevant
asset is carried at a revalued amount, in which case the
impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the
carrying amount of the asset or cash-generating unit
is increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been
determined (net of amortisation or depreciation) had no
impairment loss been recognised for the asset or cash-
generating unit in prior years. A reversal of an impairment
loss is recognised immediately in profit or loss, unless the
relevant asset is carried at a revalued amount, in which
case the reversal of the impairment loss is treated as a
revaluation increase.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Group has a present legal
or constructive obligation arising as a result of a past
event, it is probable that an outflow of economic benefits
will be required to settle the obligation and a reliable
estimate can be made. Where the time value of money is
material, provisions are stated at the present value of the
expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow is
remote. Possible obligations, whose existence will only be
confirmed by the occurrence or non- occurrence of one
or more future events are also disclosed as contingent
liabilities unless the probability of outflow is remote.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Significant accounting policies
(Continued)

Events after the reporting period

Events after the reporting period that provide additional
information about the Group’s position at the end of the
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and
are reflected in the financial statements. Events after the
reporting period that are not adjusting events are disclosed
in the notes to the financial statements when material.

Critical judgements and key estimates

Key sources of estimation uncertainty

The key assumptions concerning the future, and other
key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing
a material adjustment to the carrying amounts of assets
and liabilities within the next financial year, are discussed
below.

(a) Property, plant and equipment and depreciation

The Group determines the estimated useful lives,
residual values and related depreciation charges
for the Group's property, plant and equipment. This
estimate is based on the historical experience of the
actual useful lives and residual values of property,
plant and equipment of similar nature and functions.
The Group will revise the depreciation charge where
useful lives and residual values are different to those
previously estimated, or it will write- off or write-
down technically obsolete or non-strategic assets that
have been abandoned or sold.
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4. Critical judgements and key estimates
(Continued)

86

Key sources of estimation uncertainty
(Continued)

(b)

(c)

(d)

Impairment of property, plant and equipment and
intangible assets

Property, plant and equipment and intangible assets
are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying
amount of the assets exceeds its recoverable amount.
The recoverable amount is determined with reference
to the present value of estimated future cash flows.
Where the future cash flows are less than expected
or there are unfavourable events and change in facts
and circumstance which result in revision of future
estimate cash flows, a material impairment loss may
arise.

Impairment loss for bad and doubtful debts

The Group makes impairment loss for bad and
doubtful debts based on assessments of the
recoverability of the trade and other receivables,
including the current creditworthiness and the past
collection history of each debtor. Impairments arise
where events or changes in circumstances indicate
that the balances may not be collectible. The
identification of bad and doubtful debts requires the
use of judgement and estimates. Where the actual
result is different from the original estimate, such
difference will impact the carrying value of the trade
and other receivables and doubtful debt expenses in
the year in which such estimate has been changed.

Net realisable value of inventories

Net realisable value of inventories is the estimated
selling price in the ordinary course of business,
less estimated costs of completion and selling
expense. These estimates are based on the current
market condition and the historical experience of
manufacturing and selling products of similar nature.
It could change significantly as a result of changes in
customer taste and competitor actions. The Group will
reassess the estimates by the end of each reporting
period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Financial risk management

The Group's activities expose it to a variety of financial
risks: foreign currency risk, credit risk, liquidity risk and
interest rate risk. The Group's overall risk management
programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects
on the Group's financial performance.

(a)

Foreign currency risk

The Group has minimal exposure to foreign currency
risk as most of its business transactions, assets
and liabilities are principally denominated in the
functional currencies of the Group entities of USD and
RMB. The Group currently does not have a foreign
currency hedging policy in respect of foreign currency
transactions, assets and liabilities. The Group will
monitor its foreign currency exposure closely and
will consider hedging significant foreign currency
exposure should the need arise.

At 31 December 2021, if the RMB had weakened 5
per cent against the USD with all other variables held
constant, consolidated profit after tax for the year
would have been approximately RMB3,879,000 (2020:
approximately RMB4,087,000) lower, arising mainly
as a result of the foreign exchange loss on trade
and other receivables, trade and other payables and
license fee payables denominated in USD. If the RMB
had strengthened 5 per cent against the USD with
all other variables held constant, consolidated profit
after tax for the year would have been approximately
RMB3,879,000 (2020: approximately RMB4,087,000)
higher, arising mainly as a result of the foreign
exchange gain on trade and other receivables,
trade and other payables and license fee payables
denominated in USD.
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5. Financial risk management (Continued)

(b) Credit risk

The carrying amount of the cash and bank balances,
restricted cash, trade receivables and other
receivables included in the statement of financial
position represents the Group’s maximum exposure to
credit risk in relation to the Group's financial assets.

The Group has no significant concentrations of credit

risk.

It has policies in place to ensure that sales are made
to customers with an appropriate credit history.

The credit risk on cash and bank balances and
restricted cash is limited because the counterparties
are banks with high credit-ratings assigned by

international credit-rating agencies.

The Group considers whether there has been a
significant increase in credit risk of financial assets
on an ongoing basis throughout each reporting period
by comparing the risk of a default occurring as at the
reporting date with the risk of default as at the date
of initial recognition. It considers available reasonable
and supportive forwarding- looking information.

Especially the following information is used:

- internal credit rating;

- actual or expected significant adverse changes
in business, financial or economic conditions
that are expected to cause a significant change
to the borrower’s ability to meet its obligations;

and

- significant changes in the expected performance
and behaviour of the borrower, including
changes in the payment status of borrowers.
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5. Financial risk management (Continued)

(b)

Credit risk (Continued)

A significant increase in credit risk is presumed if a
debtor is more than 30 days past due in making a
contractual payment. A default on a financial asset
is when the counterparty fails to make contractual
payments within 60 days of when they fall due.

Financial assets are written off when there is no
reasonable expectation of recovery, such as a debtor
failing to engage in a repayment plan with the Group.
The Group normally categorises a receivable for
write off when a debtor fails to make contractual
payments greater than 360 days past due. Where
loans or receivables have been written off, the Group,
if practicable and economical, continues to engage
in enforcement activity to attempt to recover the
receivable due.

Liquidity risk

The Group's policy is to regularly monitor current
and expected liquidity requirements to ensure that
it maintains sufficient reserves of cash to meet its
liquidity requirements in the short and longer term.

The maturity analysis, based on undiscounted cash
flows, of the Group’s financial liabilities is as follows:
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Total contractual undiscounted cash flow

BENFERRERE

Carrying  Lessthan Between1 Between2

amounts 1year and2years andb years Total

RAE SR-F -EWERN ZZEIER @t

B--F RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

31 December 2021 TZA=t+-H ARBTR AR¥ETR ARETR ARBTR ARETR

Bank and other borrowings RARE MR 155,278 145,158 12,501 1,098 158,757
Trade and other payables BHREMERNE
(excluding tax payables (TEEENHR

and payroll payable) REFTIE) 111,788 111,788 - - 111,788

Lease liabilities HERE 10,285 5,112 6,110 - 11,222

License fee payable EREES 1,867 1,776 132 - 1,908

Amount due to a related company ER—HBEEAR 962 962 - - 962

280,180 264,796 18,743 1,098 284,637
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5. Financial risk management (Continued) 5. MEEkEREE)
(c) Liquidity risk (Continued) () mBELRR(E)
Total contractual undiscounted cash flow
BENFEHRELNE
Carrying Less than ~ Between1  Between 2
amounts Tyear and2years andb years Total
FEE JIR-F —-ZRER —EHER @it
= RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
31 December 2020 +-A=+-H ARETT ARETn ARETR ARETR ARET:E
Bank and other borrowings ROTREER 155,890 130,023 16,586 18,181 164,790
Trade and other payables BoREMERNNE
(excluding tax payables and (TEERARFAR
payroll payable) ERIE) 42,975 42,975 - - 42,975
Lease liabilities MEERE 7991 3,159 5,965 - 9,124
License fee payable EREES 5,250 4,033 1,707 - 5,740
Amount due to a related company ER—HEEAR 962 962 - - 962
213,068 181,152 24,258 18,181 223,591
(d) Interest rate risk (d) FIZ= [k

90

The Group’'s exposure to interest-rate risk arises
from its bank deposits and bank borrowings. These
deposits and borrowings bear interests at variable
rates varied with the then prevailing market condition.

As at 31 December 2021, if the interest rate on
cash at banks and borrowings increased/decreased
by 0.5% with all other variables held constant, the
Group's post-tax profits for the year would have
been RMB272,530 higher/lower (31 December 2020:
RMB107,000 higher/lower) mainly as a result of
increase in interest income from cash at bank and
increase in interest expense from borrowings with
variable rates.

The Group has not entered into any interest rate
swaps to hedge its exposure to interest rate risks.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

5. Financial risk management (Continued) 5.

(e) Fair values

The carrying amounts of the Group’s financial assets
and financial liabilities as reflected in the consolidated
statement of financial position approximate their

respective fair values.

(f) Financial instruments by category

The carrying amounts of each of the category of
the Group’s financial instruments at the end of the

reporting period are as follows:
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Bt 7 [ B B (4E)
(e) AY¥E

B A B IR OR R TR B
MAKESRAER SR
&6 M EEEREE S
ATEE -

AEBEZERNEMITA

(f) mBHE DR TE
RBERRZEEENT

2021 2020
—EZ—fF —E-EF
RMB’000 RMB'000
AR T AR T T
Financial assets ERMEE
Financial assets at amortised HEHEN AN EN SR E E
cost (including cash and cash (BiEReRBFED)
equivalents) 417,400 232,729
Financial liabilities cRAas
Financial liabilities at amortised R # Sk A5 R £ Bt B &
cost 280,180 213,068
6. Revenue 6. W=
2021 2020
—EZ—F —E-EF
RMB’000 RMB'000
AR TR AREF T
Sales of toy cars HEBEE 283,843 290,515
Sales of anti-epidemic products HEW &AM - 5,398
283,843 295,913
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6. Revenue (Continued)

Disaggregation of revenue from contracts with customers:

6. Wz (%)

XEEPAHNH K mE ST :

Car Toys
HiE
2021 2020
—B-—fF —E-EF
RMB’'000 RMB'000
Segment 72 AR TR AREF T
Geographical markets ith B T35
Mainland China FRE A A 191,665 194,090
Out of Mainland China R B A A A S 92,178 101,823
Total st 283,843 295,913
Major products FEEM
Smart toy vehicles BB 166,586 185,762
Smart interactive toys L gEgit A 13,138 27222
Traditional toys {# LA 104,119 77531
Anti-epidemic products b5 % F & - 5,398
Total 15t 283,843 295,913
Timing of revenue recognition e 58 UK %= /Y BF RS
At a point in time P — I [ B 283,843 295,913
Sales of toy cars HEBER
The Group sells toy cars to the customers. Sales of a AEBREBFHEHEBEE - 54
contract are recognised when control of the products HEREREHIEE® BE®
has transferred, being when the products are delivered RXNFEE) BV ERBITE
to a customer, there is no unfulfilled obligation that could EFAEERFEMEREAEFR
affect the customer’s acceptance of the products and the BEEMRNEEMERKER -
customer has obtained legal titles to the products.
7. Other income 7. HfulgA
2021 2020
—E-—5 —E-EF
RMB’000 RMB'000
AR T ARET T
Interest income B WA 7,496 1,197
Government grants KT %8 Bh 3,915 6,798
Exchange gains P 5 I &= 444 2,935
Rental income HERA 1,104 -
Gains on disposal of & R =
scrap materials 3,708 -
Others H A, 442 289
17,109 11,219
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Segment information

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.

The accounting policies of the operating segments are
the same as those described in note 3 to the financial
statements. Segment non-current assets do not include
financial instruments and deferred tax assets.
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Geographical information IR E
Revenue Non-current assets
W = EREBEE
2021 2020 2021 2020
—®--% -T-TF -—B-—F —T-FF
RMB'000 RMB'000  RMB000  RMB’'000
ARSTR ARETT AR%YTR ARETT
Mainland China B A 191,665 194,090 245,324 269,966
Outside of Mainland China A B P9 3t A b 92,178 101,823 9,743 4,756
283,843 295,913 255,067 274,722
Revenue from major customers REEER PR
2021 2020
—E-—fF —=E-F
RMB’000 RMB’000
AR T AREBT T
Customer A ZFPA N/A* T & F * 33,265
Customer B = FB N/A* T & F * 31,368

The customer contributed less than 10% of total revenue
during FY2021.

S ZERFPFR-_ZE=_—UHFE
HEBEWZNEBTRE10% °
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9. Profit for the year

9. FAAEF

2021 2020
—E_—F —ET-FF
RMB’000 RMB'000
AR®B TR AREF T
Raw materials and goods used EFEARMBREY 119,467 117,628
Staff costs (including directors’ BT KA
emoluments) (BREEH2)
— Salaries, bonus and allowance - e - JEAL RERL 36,840 45,398
- Retirement benefits scheme - RK1E A 5+ & 5K (a)
contributions (a) 1,415 1,130
Depreciation of property, plant and Y BB R & AE
equipment, right-of-use assets and BENERAERAHE
amortisation expenses of trademark ok:iE ol
and software 26,035 21,422
Royalty expenses (b) HEE R (b) 5,070 9,743
Listing expenses for the Listing EmHEX - 12,450
Subcontracting charges "BEEH 31,602 6,955
Freight charge and transportation EEBEREBMY
expenses 2,479 3,328
Auditor’s remuneration for audit % SRM 1R £ 25 1% AR 75 A Fr A
services 1,550 1,600
(a) Contributions to the defined contribution retirement (a AEBEAEAEEERTEEHER

schemes by the Group for its employees are fully and
immediately vested in the employees once the contributions
are made. There are no contributions forfeited by the Group
on behalf of its employees who leave the plan prior to
vesting fully in such contribution. Hence, there is no such
an issue whether forfeited contributions may be used by the
Group to reduce the existing level of contributions.

(b) Royalty expenses comprised amortisation of license rights (b)
of approximately RMB4,663,000 (2020 : approximately
RMB4,565,000) and variable license payments of
approximately RMB407,000 (2020 : approximately
RMB5,178,000) for the year ended 31 December 2021.
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For the year ended 31 December 2021
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10. Finance costs 10. @& KA
2021 2020
— B bl Sl ¥ ==
RMB’000 RMB'000
AR®T T AREF T
Interest expenses on bank borrowings R 17 & Z 8 | B A X 6,193 5,342
Interest expenses on other borrowings £ th & F &Y F B 5 2 1,931 2,039
Interest expenses on lease liabilities HEAEBENF B 702 367
Interest expenses on license fee ERNREENF ERXZ
payables 597 296
Others H 1,338 430
10,761 8,474
Income tax expenses . I8 HAxX
2021 2020
—E-—F —EZTF
RMB’000 RMB'000
ARET T AR F T
Current tax — Hong Kong Profits tax ENERFE IH - BB M S
— Provision for the year - FREE - 202
Current tax — PRC Enterprise BNEARR T8 - R R b %
Income Tax Ffr 15 %%
— Provision for the year - FREE 7,257 6,759
Deferred tax (note 18) iR A 718 (Fff 5118) (1,621) 1,843
5,636 8,804

The Company is incorporated in the Cayman lIslands as
an exempted company with limited liability under the
Companies Law of Cayman lIslands and, accordingly, is
exempted from Cayman Islands income tax. Under the
current laws of the British Virgin Islands (“BVI”), entities
incorporated in BVI are not subject to income tax.

ARARRBERERE RFER
MERSEMALRERELE
BAd AHEHRRANFE
BHEMEN - RIEXEELEH
E(XBMEXER] B ATH X
BONRBERESEMANKZ
MEBEEMRAESH -
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BE

1.

96

SE--Ft-AS+-BLEE

Income tax expenses (Continued)

For the year ended 31 December 2021, the Group is
eligible to nominate one Hong Kong incorporated entity in
the Group, namely Kidztech Toys Manufacturing Limited
("Kidztech HK"), to be taxed at the two tiered profits
tax rates, whereby profits tax will be chargeable on the
first HKD2,000,000 of assessable profits at 8.25% and
assessable profits above this threshold will be subject
to a rate of 16.5% (2020: same). Hong Kong profits tax
of the other Hong Kong incorporated group entities has
been provided for at the rate of 16.5% on the estimated
assessable profits.

Pursuant to the PRC Enterprise Income Tax Law (“EIT
Law"”), the EIT rate for domestic enterprises and foreign
invested enterprises is 25%. Kidztech (Guangdong)
Intelligent Technology Co., Ltd. (“Kidztech Intelligent”,
formerly known as Kidztech Intelligent Technology Co.,
Ltd.), the Group’'s operating subsidiary in the PRC, was
awarded the National High-tech Enterprise Certificate
which is effective for three years commencing on 1
January 2020 with applicable income tax rate being 15%
for the years from 2020 to 2022. All the other PRC entities
of the Group are subject to EIT at a rate of 25%.

The reconciliation between the income tax and the loss
before tax is as follows:

11.

Fr & Hipx ()

REZE_ZT-_—F+=_A=+—
BEFE AEBEERRSA
—EAEBEREBEMALZD
ERAETTEmAZEEAR
AE([EBELTE]D) LM AEF
BRMEGRBE B &
2,000,000 7T Y & 3% B & 7 %
1£8.25% M) Bl R G AT - M
BEZEROERRARN K
16.5% M E(ZT=2FF : {8[)
BT o H AR F B A
VHEBEEENETERRA
FIB1216.5% M T K 51 12 & 8
TS B o

BEPBEPERMESRE(TEE
FEHE) BARERINE
TERFBEH K /2% - N&E
BRHEEENMBARST L
EZ(ER)SeREERAE([F
TEE# BT T ETER
EBRMERAERTFTRERS
FRELERZE R-ZT=_F
F—A—HEBAZFAR B=
E-EFE_T-__FHE®
R E A% - A& E
FrE A BT EEK26%H
MEGWNDEMBSH -

FETERBAEE HERN
T

2021 2020

— B BT F

RMB’000 RMB'000

AR T AREF T

Profit before income tax B BT 15 % B & 7 31,722 32,947

Calculated at applicable tax rate BEEBMEGTE 4,728 5,346
Expenses not deductible for tax LA IE B B M S S A R

purpose 3 1,419 4,155

Additional deduction on research and A 2% 5 S &9 %8 1 30 &

development expenses (855) (860)
Tax losses for which no deferred WEERBELEFRGSHEE

income tax asset was recognised r B I8 &5 18 344 163

Income tax expense for the year FRAEHRAX 5,636 8,804
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BE Z_—F+-_A=+—BLFE

individuals’ emoluments

12. Directors’ and five highest paid

The emoluments of each director were as follows:

12. EERTEBREHFMAL

<=

BEESWHHMOT:

Salaries Contribution
and other Discretionary to pension
Fee benefits bonus scheme Total
$eR BREHE
He Heh g A MR #H% at
Note RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
By ARETT ARETn ARETR ARETr ARET:
Executive directors HITEE
Mr. Ni Yanlong REELE 1 - 300 - 2 302
Mr. Pui Lik Leung AFRE4E 2 - 732 - 14 746
Mr. Yu Huang REEE - 472 - 7 479
Ms. He Minhua gEL L 3 - 123 - - 123
Non-executive FUTES
directors
Ms. Zheng Jingyun BHEnt - - - - -
Independent non- UFHTES
executive directors
Mr. He Weidong MEREE 4 108 - - - 108
Ms. Liu Man S e, 5 72 - - - 72
Ms. Zhao Weiwei BEHRL 5 108 - - - 108
Ms. Wang Shiling Tt e+ 3 36 - - - 36
Total for the year ended BE-T -
31 December 2021 +-A=t-H
IFEE &5 324 1,627 - 23 1,974
Executive directors HTEE
Mr. Ni Yanlong RE®REE 1 = 192 = 5 197
Mr. Pui Lik Leung BAREE 2 - 871 - 18 889
Mr. Yu Huang RELE - 240 - 6 246
Non-executive FHTES
directors
Ms. Zheng Jingyun OFEx+ = = = = =
Independent non- BUFHTES
executive directors
Mr. He Weidong MERLE 4 99 - - - 99
Ms. Liu Man Zlent 5 9 - - - 99
Ms. Zhao Weiwei BEHRL 5 99 - - = 99
Total for the year ended ~ BZ=F-%%
31 December 2020 +-A=t-H
IFEE &5 297 1,303 - 29 1,629
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12. Directors’ and five highest paid
individuals’ emoluments (Continued)

98

Notes:

1

Mr. Ni Yanlong retired as executive director on 27 May 2021.

Mr. Pui Lik Leung resigned as executive director on 23

Ms. He Minhua and Ms. Wang Shiling were appointed as
executive and non-executive directors of the Company,

Mr. He Weidong was appointed as the independent
non-executive directors of the Company on 13 February

2
March 2022.
3
respectively, on 31 August 2021.
4
2020.
5

Ms. Liu Man and Ms. Zhao Weiwei were appointed as the
independent non-executive directors of the Company on
13 February 2020 and resigned on 31 August 2021 and 23
March 2022 respectively.

The five highest paid individuals in the Group during

the year included 2 directors (2020:

1 director) whose

emoluments are reflected in the analysis presented above.
The emoluments of the remaining 3 employees (2020: 4
employees) individuals are set out below:

12. EERTEREHFMAL
< (&)

B 5 -

1. REBEERZ=ZT=Z—FH
A-Zt++tRAREHRTES -

2. BRASEER-_T - —_F=
B-+t=-HBEAHITES

3. M#ELTRIHBLZEIR
—E—FNA=+—8% %
BEZERARANTESEK
FEBMITESE

4. AEREER-_T_TF_H
TEZBEEZERARA B
FHRITESE -

5. et hE@BH@HLLIR
T_TFE_A+-—HEZER
ARRIBLIERITES - I
DR —_ZE=_—FNA=+—
BE—ZE-_—_F=H=-+=H
BEAE ©

FARACAEBREARS FH M A
TEEMBES(ZE_ZF:
—REZ) FHMeRNEXE
R DA RE - B TT=%R(=
TZ_TF:HEEEB)A AN
WM

2021 2020

—E-—F —EZTF

RMB’000 RMB'000

AR TR ARET T

Salaries and other benefits & K H A 13 F 1,217 1,663
Contribution to pension scheme RIKE 8 R 47 71
Discretionary bonus ) 15 7€ AT - =
1,264 1,634




“EOFH arEERRERAR
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12. Directors’ and five highest paid

13.

individuals’ emoluments (Continued)

The number of non-directors, highest paid employees
whose remuneration fell within the following bands is as
follows:

12.

e ISR

For the year ended 31 December 2021
BE-_ZT-_—F+-A=+—BLEFE

EERAEBREFMAL
<= (&)

MENTFTIBEAZIES
REHFHMESZHBEWNT:

Number of employees

EEAH
2021 2020
—E_—F —EBE-FF
Emolument band: B <& &5 E :
Nil-HKD1,000,000 = 21,000,000/ 7T 3 4

During the years ended 31 December 2021 and 2020, no
emoluments were paid by the Group to any of the directors
or the highest paid individuals as an inducement to join
or upon joining the Group or as compensation for loss of
office. None of the directors of the Company or the chief
executive of the Company waived or agreed to waived any
emolument during the year ended 31 December 2021 and
2020.

Dividends

The Board does not recommend the payment of a final
dividend for the year ended 31 December 2021. A final
dividend of HK$0.018 per share in respect of the year
ended 31 December 2020, amounting to HK$9,375,948,
(equivalent to approximately RMB7,771,000).

13.

BE-_T -G KR _ZT_ZTF
+—_A=+—BHLFE A&EE
WTERNESEINEMMES - £
A A A AL EE R EE
SERREABUNEE - &2
ZE - —FRZZEFTF+HA
=+ —HLEE BMEXRFE
EFEAARARA xR ITHRABRE
SRENEFATHME -

iR =

EZe T ABEEREEZ
T+ _A=+-—BHILEEER
NARBEBEE - REBEEZZT=F
F+-_A=+—BIEEEHRX
HR B A ENK0.018/8 T » & 5
£9,375,948% ;L (M & R 4 A
R #7771,0007T) °
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14. 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 year
attributable to owners of the Company of approximately
RMB26,086,000 (2020: approximately RMB24,143,000)
and the weighted average number of ordinary shares of
520,886,000 (2020: 502,063,000), in issue during the year.

Diluted earnings per share

No diluted earnings per share is presented as the Company
did not have any dilutive potential ordinary shares during

FY2021 and FY2020.

100

14.

BREF
FRELRN

RNARBEE AEWEESRER
BRIBERARNREAR AEMN
FARERMAH AR 26,086,000
T(Z T F:H ARKE
24,143,00070) R F A E B 17 &
38 A% B9 hn #E F ¥5 £520,886,000
fE (ZZ=Z4:502,063,0004%)
T o

Sl EERN

HRARB —E-—0BEE R
— T TR R A
EREEBR - H LY m 25
SR BHERF -
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BE Z_—F+-_A=+—BLFE

15. Property, Plant and Equipment 15. % - MERRE
Furniture
Leasehold Mould and and office  Construction in
Buildings  improvement machinery ~ Motor vehicles equipment progress Total
By HE%E BARKR fE GERBARE ERIR #it

RMB'000 RMB000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBT  ARETn  ARETn  ARETn  ARETR  ARETR AREIR

Cost S
At 1 January 2020 R-Z-5%-5-H 30,659 117 84,483 3710 4,507 57763 192,196
Additions RE - 6,797 30,782 - K 17236 54,847
Disposal k-4 = = (1,036] = (16] = (1,062
Exchange differences EXZE - (64) (42) (186) (3 - (329)
At 31 December 2020 and K-B-8%
1 January 2021 tZB=1-Rk
—EC-E
-A-A 30,559 17907 114,187 3524 4,486 74,999 245,662
Additions hE - 143 - - 12 9,850 10,005
Disposal ih & - - - (207) (26) - (233)
Exchange differences EXEE - (68) 19) (84) (17) - (188)
At 31 December 2021 H=B=-%
t=A=t-8 30,559 17982 114,168 3233 4,455 84,849 255,246
Accumulated depreciation and I FERAE
impairment
At 1 January 2020 H-8-8%-B-R 3,589 7925 40,1% 2,105 3710 - 57526
Charge for the year ERi 910 2677 12,390 275 209 - 16,461
Disposal ih & - - (984) - - - (984)
Impairment HE - - 269 - - - 269
Exchange differences EXZE - (66) (36) (115) (30) - (247)
At 31 December 2020 and R-B-B%
1 January 2021 TZA=t-Ak
ZE_-£-5-A 4,499 10,536 51,835 2,265 3,889 - 73,024
Charge for the year ERFH 910 2,607 14,846 m 184 - 18,758
Disposal ih & - - - (102) (12) - (114)
Impairment A - - 1904 - - - 1,904
Exchange differences EiZR - (46) (22) (57) (15) - (140)
At 31 December 2021 H=B=-%
t=A=t-A 5,409 13,097 68,563 2317 4,046 - 93,432
Carrying amounts REE
At 31 December 2021 H=%§=-
+2f=t-8 25,150 4,485 45,605 916 409 84,849 161,814
At 31 December 2020 R-E-3%
tZA=t-8 26,060 3N 62,352 1,269 597 4,999 172,638
As at December 2021, buildings, mould and machinery and R—ZE=-—F+=-A =+ —
motor vehicles with net book value totalling approximately B BEEFELTAOAR
RMB47,932,000 (31 December 2020: approximately #47,932,000(= & = & &F
RMB57,099,000) was pledged as collateral for the Group's + A=+ —H: AR
borrowings (Note 26). 57,099,000C) WEF - B A K&
BHARSBEHEERERERSE

[ £ 3% & 4K 1 an (P RE26) -
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16. Right-of-use assets 16. FAEEE
Disclosure of lease-related items: HEHEHEBER:
2021 2020
— B T TF
RMB’000 RMB'000
ARET T AR®ET T
At 31 December: R+=—HA=+—8:
Right-of-use assets FREEE
- Land use rights - TR 27,315 28,181
— Buildings -BF 5,999 5,716
— Motor vehicles - "= 5,032 2,973
38,346 36,870

The maturity analysis, based on undiscounted cash flows,
of the Group's lease liabilities is as follows:

ERNRUERRERENAEER
HEREMNIBAIHTOT:

2021 2020

—E-—% bl Sl ¥ ==

RMB’000 RMB’000

AR TR AREF T

Less than 1 year DE 5,112 3,159
Between 1 and 2 years 16 £ 26 6,116 5,965
11,222 9,124
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r e PSRRI

For the year ended 31 December 2021
BE Z_—F+-_A=+—BLFE

16. EHEEE (&)

2021 2020
— B T TF
RMB’000 RMB'000
AR T ARET T

Year ended 31 December BZ+=-BA=1+—HLEEE

Depreciation charge of FREEETEEHR
right-of-use assets

- Land use rights - TR 861 862
— Buildings -BF 5,109 3,506
— Motor vehicles -A8 1,056 282
7,026 4,650
Lease interests HEF B (702) (367)
Expenses related to short-term leases 245 H 7H & 48 B8 &9 B sz 43 44
Addition of right-of-use assets NEFREEE 8,853 9,923
Total cash outflow for leases HMEMBE ST HARE 6,820 4,268

The Group leases various land use rights, building and
motor vehicles. Lease agreements are typically made for
fixed periods of 2 to 5 years. Lease terms are negotiated
on an individual basis and contain a wide range of different
terms and conditions. The lease agreements do not impose
any covenants and the leased assets may not be used as
security for borrowing purposes.

As at 31 December 2021, land use rights with net
book value totalling approximately RMB31,647,000 (31
December 2020: approximately RMB31,154,000) was
pledged as collateral for the Group's borrowings (Note 26).

RNEBEBHEZE LT MERRE-
EFkAE-HEHBEHNETE
HRBE B2ELF - HEKK
ThiR & pl X EEITHE - B
EEXETABKRRES - HE
1 &% N & 5 00 A 2 5E A
EEETSRIEERAZNE
?Eﬁuu°

F’;

:2:—¢+:ﬁz+
CEEFEES AN A
%31 647,000L(= T = =
+_H_+—E UAE

%ﬁ%ﬁﬂf’ﬁz%z'i%mammﬁﬁﬂuu
(Kt 3E26) ©
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BE-_ T —F+-_A=+—HItEE

17. Intangible assets 17. BREE

104

Trademark Software License rights Total
[ B4 KaTE @t
RMB’'000 RMB'000 RMB'000 RMB'000
ARETF T ARE T ARETT AREFL
Cost B A
At 1 January 2020 R-ZEB-Z5-f—-H 1,161 471 11,683 13,315
Additions hE - - 5,582 5,582
Written-off g - - (6,133) (6,133)
Exchange difference R ZE% - - 873 873
At 31 December 2020 and R-ZB-ZF+-A=+-H
1 January 2021 k—ZE-_-%—-HF—-H 1,161 47 12,005 13,637
Additions NE - - 969 969
Written-off 38 - - (6,476) (6,476)
Exchange difference EHEE - - (597) (597)
At 31 December 2021 R=FB=-%+=A=t-H 1,161 4an 5,901 7533
Accumulated amortisation ZRitEERFHEESE
and impairment losses
At 1 January 2020 R-E-Z5-F—H 232 313 6,020 6,565
Amortisation for the year FREH 214 97 4,565 4,876
Written-off ik - - (6,133) (6,133)
Exchange difference EXER - - 1,130 1,130
At 31 December 2020 and R-ZE=-ZF+-A=+-H
1 January 2021 k=—E-25-5-H 446 410 5,582 6,438
Amortisation for the year FREH 214 36 4,663 4,913
Written-off i 35 - - (6,476) (6,476)
Exchange difference EH =% - - (154) (154)
At 31 December 2021 RZB--F+=ZA=t-H 660 446 3,615 (4,721)
Carrying amount REE
At 31 December 2021 R-E--Ff+-A=+-H 501 25 2,286 2,812
At 31 December 2020 R-ZBZZF+-A=t-H 715 61 6,423 7,199

During the year ended 31 December 2021, amortisation
of approximately RMB250,000 (2020: approximately
RMB311,000) was charged to administrative expenses
and approximately RMB4,663,000 (2020: approximately
RMB4,565,000) was charged to cost of sales.

HE_ZT_—F+-_HA=+—H
WHFE - $AR®250,0007T (=
T_FF:H ARK311,0007T)
BETATERES MOAR
#4,663,000c(Z T =T F : 4
A R #4,565,0007T) # 34 B &t
A SH &K A o
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BE-_ZT-_—F+-A=+—BLEFE

18. Deferred income tax

The following are the major deferred tax liabilities and
assets recognised by the Group.

18. IEFEFTB B

AEEERANIBZREHREER

BREEWT o

Deferred Fairvalue  Accelerated
Provisions revenue Tax loss gains of land  depreciation Total
1

B BEWE HEFE AYEME nEfE a3t

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

ARETr ARETn ARETn ARETn ARETn  ARETR

At 1 January 2020 R=B-5%-F-H 3,329 703 1414 (2,534) - 2,912
Credit/(charge) to profit or loss for £ A/ (K E) E#

the year (166) (425) 168 47 (1,467) (1,843)

Exchange difference EXEE (20 - - - - (20

At 31 December 2020 and RZZ-FE+-A=1-H

1 January 2021 R=%--%-5-A 3,143 218 1,582 (2,487) (1,467) 1,049
Credit/(charge) to profit or loss for ~ FRFA /(B E) EX

the year 802 (124) 749 47 147 1,621

Exchange difference EiEE (9) - 1) - - (16)

At 31 December 2021 RZB=-£+ZA=+-8 393 154 234 (2,440) (1,320) 2,654

The following is the analysis of the deferred tax balances
(after offset) for statement of financial position purposes:

i 75 AR 0 R 1 RV IE FE AR IR
R GEER) MM T

2021 2020

—E-—F —EZTF

RMB’000 RMB'000

AR® T AR T T

Deferred tax assets EEF IR E BE 6,414 3,636
Deferred tax liabilities BEERIBEE (3,760) (2,487)
2,654 1,049
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BE-_ T —F+-_A=+—HItEE

19. Inventories 19. 7 &
2021 2020
—EB-—F —E-TF
RMB’000 RMB'000
ARET T ARET T
Raw materials JR M ¥ 13,235 38,602
Work in progress £ 2 64 135
Finished goods 24 pK 522 6,548
Packing materials and consumables BEMEKEIERE SR 9,417 5,016
23,238 50,301
Less: provision o B - (31)
23,238 50,270
20. Trade receivables 20. ESEWFRIAE
2021 2020
— B —E-EF
RMB’000 RMB'000
ARET T ARET T
Trade receivables B 5 FE WK 134,106 91,848
Less: provision for impairment o ﬂ@?ﬁfﬁ (17,099) (14,029)
117,007 77819
The following is an aging analysis of trade receivables, RERZREZAHZEINNES

presented based on the invoice date at the end of the

MR IR AT AN T

years:
2021 2020
—B=-—F —ETF
RMB’000 RMB'000
ARB T AREF T
Less than 30 days D R30K 62,331 25,764
31 days to 120 days 31T RE120K 55,500 39,033
121 days to 1 year 12MKE—F 6,681 19,050
1 year to 2 years —FEWMF 7,012 6,845
More than 2 years B 18 W F 2,582 1,156
134,106 91,848
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BE-_ZT-_—F+-A=+—BLEFE

20. Trade receivables (Continued)

Reconciliation of loss allowance for trade receivables:

20.

B ZEWRIE (&)

BHRYKABRBEFNEER:

2021 2020

— B bl Sl ¥ ==

RMB’000 RMB'000

AR T ARET T

At 1 January n—A—H 14,029 8,485

Increase in loss allowance for the year 4F A /&5 18 5 44 12 i 3,224 6,823

Amounts written off i 5H £ & (124) (1,129)

Exchange difference fE X =% (30) (150)

At 31 December R+t=ZA=+—8H 17,099 14,029
Trade receivables that are not impaired RIREHE S E W IR

The Group applies the simplified approach under HKFRS 9
“Financial Instrument” to provide for expected credit losses
using the lifetime expected loss provision for all trade
receivables. To measure the expected credit losses, trade
receivables have been grouped based on shared credit risk
characteristics and the days past due. The expected credit
losses also incorporate forward looking information.

AEERRAEEMBGHREER
FOWIEm T AN AR
FFEEZRUABAEREZHE
HEBRRGHRABEEER
BiE- - RITERHEEER
BORUEREERBHREEE
BEREFEBERBHREADE- &
HEEBRETESMELEN -

Less than 31 daysto 120 121 days to 1 Over
30 days days year 1 year Total
NKE 121K E
HR30E 120% - BE-F @i
At 31 December 2021 WZBZ-F+Zf=1-H
Weighted average expected loss rate ~ IEEFHEFHRR 5.94% 4.55% 20.90% 98.77%
Receivable amount (RMB'000) ThEsB(ARETT) 62,331 55,500 6,681 9,594 134,106
Loss allowance (RMB'000) BEEEARETT) 3,700 2,521 1,396 9,476 17,009
At 31 December 2020 RZEZFE+ZA=1-H
Weighted average expected loss rate ~ METFHEHBER 6.83% 10.59% 22.65% 4776%
Receivable amount (RMB'000) ThEsB(ARETT) 25,764 39,033 19,050 8,001 91,848
Loss allowance (RMB'000) BEEBARETT) 1,760 4133 4,315 3,821 14,029
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For the year ended 31 December 2021
BE-_ T —F+-_A=+—HItEE

21. Prepayments and other receivables 21. AARERHEMEWRRIE
2021 2020
—EB-—fF —E-ZF
RMB’000 RMB'000
AR TR AREBT T
Prepayments (note) T8 15 338 (M 5%) 130,970 167,304
Deposits Ze 6,103 8,148
Other receivables H & W 5k 1R 9,928 13,303
147,001 188,755
Less: non-current portion A FER B E D
Prepayments for properties, plant and %% - BE M X HEN
equipment & T 5 IE (52,095) (58,015)
94,006 130,740
Less: provision for impairment R E R (2,150) =
92,756 130,740
Note: B 5 -
The prepayment represents prepayments made in relation to the ERNRIBEEEETRR  BEER -
construction of buildings, prepayment for purchases of moulds, BEKEMBZSOEMNKE -
packaging and raw materials.
22. Restricted bank balances and cash and 22. IRFIBITHEBURE S
cash equivalents REEEEY
2021 2020
—EZ—F —E-EF
RMB’000 RMB'000
AR T ARBT T
Cash at banks RITIH S 286,399 132,114
Cash on hand FHEBE® 113 310
286,512 132,424

As at 31 December 2020, the Group placed cash deposit
of approximately RMB1,035,000 with designated bank as
collateral for its bank borrowing. The cash deposit was
denominated in RMB, with maturity of 12 months and bore
interest at 1,75% per annum. As at 31 December 2021, the
Group placed no cash deposit for its bank borrowing.
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23. Trade and other payables 23. ESKkHMEMSFIE
2021 2020
—E=-—% —E-TF
RMB’000 RMB’000

AR T ARETTT

Trade payables B 5 IE 81,560 19,021
Accrued other expenses EEEAEMAX 15,958 12,590
Accrued listing expenses BEEEEMHAX - 10,660
Payroll payable ERATE 5,066 4,305
Value-added tax and other tax payables 3% {& %% [ H th &~ &5 18 27,781 9,303
Refund liabilities BRBE - 704
Dividend payable JE 5 3% B 2,549 -
Amounts due to shareholders (a) J& 1 i% 3R 3K TH (a) 11,721 -
144,635 56,583
(a) The amounts due to shareholders are unsecured, non- (a) ENREZXREBEAEEA .
interest bearing, and had no fixed term of repayment. BErE R ERTERH
R o
An aging analysis of the trade payables at the end of the RBERRZREZAHTED
reporting period, based on invoice dates, is as follows: é’%ﬁﬁ HREW DT
2021 2020
—E-—fF —T-THF
RMB’000 RMB'000

AR T ARETTT

Less than 30 days P R30K 19,923 3,783
31 days to 120 days 31 RE120K 23,849 6,711
121 days to 1 year 12MKE—F 25,365 4,851
1 year to 2 years —FEWMF 8,802 3,097
More than 2 years 18 38 M 3,621 579
81,560 19,021
24. Amount due to a related company 24. B —EEE ARIFKIE
The amount due to a related company is unsecured, non- FE S — fE B B A Bl 5RIE A &K
interest bearing, and had no fixed term of repayment. - R E REEEEER -
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25. License fee payable 25 ERRER
2021 2020
— B bl Sl ¥ ==
RMB’000 RMB'000
AR T ARET T
License fee payable B REE
— Current - BN HR 1,769 3,651
- Non-current - JEBNHA 98 1,599
1,867 5,250
26. Bank and other borrowings 26. IRITRHMMER
2021 2020
—E-—F —EZTF
Notes RMB’'000 RMB'000
B 5 ARET T ARET T
Bank loan IRITER (i) 69,394 97295
Other borrowings H fh f& 3K (ii) 85,884 58,595
155,278 155,890
Analysed as: DT
Secured B HEH 155,278 155,890
Unsecured 4 4 3R - -
155,278 155,890
The borrowings are repayable as follows: BRER T 5 HREE -
2021 2020
—ZE-—F —EZTF
RMB’'000 RMB'000
ARET T ARET T
On demand or within one year BERIR—FRN 155,278 155,890
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26. Bank and other borrowings (Continued)

Notes:

(i)

As at 31 December 2021, the bank borrowings were secured

by:

Property, plant and equipment (Note 15) and
right-of-use assets (Note 16) with net book value
approximately RMB34,651,000 and approximately
RMB31,647,000 respectively; and

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

As at 31 December 2021, the other borrowings were
secured by:

Property, plant and equipment (Note 15) with net book
value approximately RMB13,281,000;

Shares of the Company held by certain shareholders
of the Company; and

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

The interest rates per annum at the end of the reporting period
were as follows:

e ISR

For the year ended 31 December 2021

RE-F--4+-A=t-AL%E

26. SRITR HAiEF(E)

it 2

(i)

(ii)

RZEZ—F+=ZHA=+—H
RITERABUTEEERR:

— BEEFEINOARE
34,651,0007T & 49 A B
#31,647,000 TR EE
B & &% & (M 515) &
£ B4 & E (M 5£16) ;
52

— HRELERRELZL
AR A RRET DR
REEHOMBEAER -

RZE=_—F+=-A=+—H
HMERBUTEERR:

— BEEFENBARK
13,281,0007T B ¥ % -
5 M a2 8 (M 5E15)

— ARAETLHBRESR
BERARRB KRG K

— HREEERREZL
AR A RRET DR
REHOBEAER -

BEMRNFEMEMT :

2020
—z-T%

— =

Borrowing
fixed-rate

2.25%-18.00%

5.17%-9.10%
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27. Lease liabilities 27. HEEE
Present value of lease
Lease payments payments
HERX HERRRE
2021 2020 2021 2020
—E-_—F —E_TE —E-—F —E-%
RMB’000 RMB'000 RMB’000 RMB'000

ARBTT  ARETRL ARBTRT  ARETR

Within one year —FR 5,112 3,159 4,639 2,671
In the second to fifth years, E_EERF
inclusive (BREERE) 6,110 5,965 5,646 5,320
After five years AER% - = - =
11,222 9,124 10,285 7991
Less: Future finance charges BARBEER (937) (1,133)
Present value of lease liabilities MENFRE 10,285 7,991

Less: Amount due for settlement 3 : + =18 A ™ 5| £

within 12 months REERNFE (4,639) (2,671)
Amount due for settlement after +Z {8 A% 5 H

g

12 months BEBKNZE 5,646 5,320
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the year ended 31 December 2021

RE-F--4+-A=t-AL%E

28. Share capital 28. A
Number of
ordinary
Note shares HKD’000 RMB'000
B &% EBRYE TERT ARET R
Authorised: BE:
Ordinary shares of HKD0.001 each & f%0.001% Jr &) 3 i A%
At 31 December 2020 and 2021 RZZ_TER-T_—F
+-A=+-—-H a 5,000,000,000 5,000 4,470
Issued and fully paid: ERTRAE:
At 1 January 2020 R-—ZE-Bf-5-8 78,000,000 78 70
Capitalisation issue EREBRT b 353,600,000 354 316
Issue of shares under the Listing B EmETRe
- The listing -tm © 88,400,000 88 80
- Over-allotment option - TR e R d 886,000 1 1
At 31 December 2020, 1 January R-EB-FF+_f
2021 and 31 December 2021 =t+-B -Z%=-%
—B-BR=B=-%
+=-A=t-H 520,886,000 521 467
(@)  On 13 February 2020, the authorised share capital of @@ WMZ—ZZTE_ZTF - A/ + =
the Company was increased from HKD380,000 dividing H: A&NRQA SR EHEEI
into 380,000,000 shares to HKD5,000,000 dividing into 4,620,000,000%% % B 2 &
5,000,000,000 shares of par value of HKD0.001 each by the = - ¥ E K E B AN 380,000
creation of an additional of 4,620,000,000 shares. Upon the # JT o £380,000,0008% [%
incorporation of the Company, one share was transferred to 75 & %5,000,0008 T B A
Keen Pacemaker Limited (“Keen Pacemaker”), a company 5,000,000,000(% g @ &
incorporated in BVI and owned by Mr. Pui, an executive 0.001% T M IR 3 © &N & A
director and a then shareholder of Kidztech Intelligent. A LB 1R IR D E
i T Keen Pacemaker Limited
([Keen Pacemaker|) © % 2
AN EBRE S
WHRTEERT TEZ R
ERBREBREEHESR -
(b)  On 18 March 2020, 353,600,000 shares of HKD0.001 each by RZTEZTF=A+/N\H =&

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
account of the Company

AAER-_ZE-_ZTF_F+=
BERBREORFRLH - @
PSS = Sl= O o T S 5
17353,600,000 /% % ®m B
0.001B LW R M - FHEH
AN A AR E R A RS
353,600/ T FE & AN o
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BE-_ T —F+-_A=+—HItEE

28. Share capital (Continued)

() 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 HKD1.38

per share.

(d)  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.

29. Other reserves

(@) The amounts of the Group's reserves and movements
therein are presented in the consolidated statement
of comprehensive income and the consolidated
statement of changes in equity.

28. IR (4E)

(c)

(d)

R-E-_TF=A+/\H &K
RENBROHEEBBHERS
FTBRAR LM MAREE
B 7 = E 17 48 588,400,000
R Hm BE1TE RS AR38
B IT e

RZZTEZZTEFWT™A=H"
886,000% & % 1.38/% T & 58
SN BR 10 1B $ 1T & &8 58 B AR 4
MERBERZETTERE XK
WA e

29. Hittf#% M

(a)

AEENFESBERAER
BOoREINREEZEK
EREEEESEHEK -

(b) Reserves of the Company (b) ANAFMFE
Share Other Accumulated
premium reserves losses Total
R 12 % B HittfE Rt ER @t
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTT ARETT ARETT
At 1 January 2020 R-BE-_E§£-8-H - 316,347 (16,365) 299,982
Comprehensive income 2EKE - - (21,089) (21,089)
Other reserve Hi - (317) - (317)
Issue of shares under the BEETETRR
Listing 111,637 - - 111,537
Listing expenses included & A B3 & B &
in share premium FWRX (10,159) - - (10,159)
At 31 December 2020 and R-ZE-Zf
1 January 2021 +ZA=+-ARk
—E--f—-F—H 101,378 316,030 (37,454) 379,954
Comprehensive income 2 m M - - (7,147) (7,147)
Dividend paid BfRE - - (7771) (7,771)
At 31 December 2021 RZEZ—
+-A=+-—"H 101,378 316,030 (52,372) 365,036
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BE Z_—F+-_A=+—BLFE

29. Other reserves (Continued)

(c) Nature and purpose of reserves of the Group

(i)

(ii)

(iii)

Statutory reserve

In accordance with relevant rules and regulations
in the PRC and the Company’'s Articles of
Association, companies incorporated in PRC
are required to transfer no less than 10% of
their profit after taxation calculated under PRC
accounting standards and regulations to the
statutory reserve fund, until the accumulated
total of the fund reaches 50% of their registered
capital. The statutory reserve fund can only be
used, upon approval by the relevant authority, to
offset previous years’ losses or to increase the
capital of respective companies.

Merger reserve

In preparation for listing of the shares of
Kidztech Intelligent on the National Equities
Exchange and Quotations (“NEEQ"), a
reorganisation was conducted in 2015 among
certain group entities. Such reorganisation
resulted in combination of Kidztech Intelligent
and two other group entities which were
majority owned by Mr. Yu and Ms. Chen Cheng
(“Ms. Chen"). The difference between the
consideration paid for the acquisitions and the
share capital of the two group entities were
recorded as merger reserve.

Foreign currency translation reserve

The foreign currency translation reserve
comprises all foreign exchange differences
arising from the translation of the financial
statements of foreign operations. The reserve
is dealt with in accordance with the accounting
policies set out in Note 3 to the consolidated
financial statements.

H e 48 ()

(c) ANEEfFEmAIEE M A

®

(i)

(ii)

(iii)

EE B

1R 3% R B A8 BE 45 Bl &
BE R AR ER A
A - R R
M)A R) B i 1R I
EA?ﬁW&ﬁ% Ei
EHB BB DR
10% 8 B &= K F &
B BEEESRFTHE
%ELiljuffH}éizlSE}]
50% - A ERBEE &
4CHE BA 4 RE BEOE &
FARRBEHARET
& /) &5 8 3k 18 N A )
=N

OB

EFET LT ESTEW
h@&il¢b¢%
EhEERA(2E
RN EROEBRER
mHEmE BT &
EEEBR_ZT—hHF
EITTEH AHE
HEHF T ES e H
MEHMEEER (X
EHRREERRELR
TRz #ER)E
B o W BE PTAT (B £
&W%ﬁ@ﬁlf%
RAZzHEBEREE R
ANE BFfEE -

B 7%

EXFEERRES
SNRIG B B MRS E
EWFMBIINEZR -
ERIBRESE M
W MY A M 3T
FOEA R ERRERE
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30. Notes to the consolidated statement of

31.

116

cash flows

Changes in liabilities arising from financing

activities

The following table shows the Group’s changes in liabilities

30. REBEERERMKE
METHELNEEEE

TREIAKEEFARERS

arising from financing activities during the year: EXMNEEZEY:
Lease
Borrowings liabilities Total
R HESE Fy
RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT
At 1 January 2020 R-—ZE_ZE£—-H—H (142,728) (2,732) (145,460)
Changes in cash flows Hene® (13,196) 4,268 (8,928)
Non-cash changes EREEE
— Addition of lease liabilities -HEa/EEM - (9,265) (9,265)
— Interest expenses - FBHX - (367) (367)
— Currency realignment -EHAR 34 105 139
At 31 December 2020 and R-ZZE_ZF
1 January 2021 +ZA=+—-HBR
—E=--%-H—-H (155,890) (7,991) (163,881)
Changes in cash flows BE&EhEass 585 6,820 7,405
Non-cash changes FEREEE
— Addition of lease liabilities -HEaBEEM - (8,481) (8,481)
— Interest expenses -FIEAX - (702) (702)
— Currency realignment -EHAE 27 69 96
At 31 December 2021 R-B=—-F
T=EEF= (155,278) (10,285) (165,563)
Capital commitments 31. EAREKIE
The Group's capital commitments at the end of the NEE RS EBHRAE RN ASE
reporting period are as follows: wmR
2021 2020
e —EEF
RMB’000 RMB'000
AR¥B T ARET T
Property, plant and equipment M- BEREZE
- Contracted but not provided for - BB KR IEEE 17,482 23,671
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32. Summarised financial position of the

33.

32. ARTF KRR E

company
2021 2020
—ZE-—F —EZTF
RMB’000 RMB'000
AR TR AR T T

Non-current assets ERBEE
Investments in a subsidiary & —HHB2AR 316,417 316,417

Current assets REBEE
Other receivables H fib & W 3k 18 573 8,949
Amounts due from subsidiaries & U B B A B kI8 74,279 67,236
Cash and cash equivalents RekReEEY 25 33
74,877 76,218
Current liabilities REAE

Accruals expenses JEFT R X 5,342 12,214
Other borrowing H & 3K 20,440 -
Amounts due to subsidiaries J& 1 B /B A R s IR 9 =
25,791 12,214
NET ASSET EEFE 365,503 380,421

Capital and reserves BAR G E
Share capital [N 467 467
Reserves & 365,036 379,954
TOTAL EQUITY EmBE 365,303 380,421

Contingent liabilities

At the end of the reporting period, the Group and the
Company did not have any significant contingent liabilities

(2020: Nil).

33. IREE

RBER ANEEIW &I M
EARREBBECE T F:

&) o
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34. Particulars of principal subsidiaries of the

118

company

The table below lists the subsidiaries of the Company
which, in the opinion of the Directors, principally affected
the results for the year or formed a substantial portion of
the financial position of the Group. To give details of other
subsidiaries would, in the opinion of the Directors, result in

34. ARNFEBEWMBARFE

TREINEEZRRHEAFEXE
BEEERXESAKAERY
BMRREZHD
RA - EERA - EHHEMM
BRAAMNFREERATERTT

D H) AN A Y

particulars of excessive length. K o
The Group’s principal subsidiaries at 31 December 2020 AREER_Z_ZTFR=_FT=_—
and 2021 are set out below. F+_A=+-—BH®HEEKHBR
GIRCRNE
Place of incorporation/ Percentage of the
registration/operation and Issued/ Company's indirect Principal
Name Note nature of legal entity paid-up capital ownership interest activities
HRARE
HMHYL/ 2R/ 2811/ BEESR
iR Wit  EEBEREREEME HRRA BENAA IERED
Direct  Indirect
B B
Kidztech (BVI) Limited BV, Limited liability company UsDt 100% - Investment holding
FIERBRRESARAT LBRAES ERRELAY  1En REER
Kidztech (Chinal Intelligent Technology Hong Kong, Limited liability HKD! - 100%  Investment holding
Co, Limited company 157 RERR
FLEMR)BRHRERAA Eh BRELAT
Shantou Kidztech No. 1 Technology 3 The PRC, wholly foreign owned - - 100%  Investment holding
Consulting Co., Ltd. enterprise RERR
BTt E-SRELATEERAR T SNEBELR
Shantou Kidztech No. 2 Technology b The PRC, domestic enterprise RMB1,103,254 - 100%  Investment holding
Consulting Co., Ltd. hE BRI R ARE1103 2547 REER
NETELE-SHRANTAFRAT
Kidztech Intelligent The PRC, wholly foreign owned ~ RMB78,000,000 - 100%  Manufacturing and sales of
STERW enterprise AR E78,000,0007 toys
T NEBELR TARERAE
Kidztech HK Hong Kong, Limited liability HKD500,000 - 100%  Export of toys
FATLE company 50,0007 70 &N
EE EREMAR
Shenzhen Kidztech Internet Technology Co., Ltd. The PRC, Limited liability RMB5,000,000 - 100%  Sales of toys through
MIETETEBRKERAR company AR%5,0000007 e-commence channels
BE AREEAT RRETHREENENA
Shenzhen Kidztech Internet of Things Technology Co., The PRC, Limited liability RMB5,000,000 - 100%  Research, development, and
L1d company AR%5,0000007 sales of smart hardware
MIFLENRENEERAT hE - ERELAT BREMREREE
Kidztech Infotech c The PRC, domestic enterprise RMB3,340,000 - 100%  Dormant
FLERRHR nE - EhLE AR¥3,340,0007 B9



“EOFH arEERRERAR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

34. Particulars of principal subsidiaries of the
company (Continued)

35.

Notes:

(a)

(b)

Shantou Kidztech No. 1 Technology Consulting Co., Ltd. is
a wholly foreign owned enterprise established in the PRC
with registered capital of RMB1,000,000, which was yet to
be paid up as at 31 December 2021.

Shantou Kidztech No. 2 Technology Consulting Co., Ltd. is a
domestic enterprise established in the PRC with registered
capital of RMB111,428,571. As at 31 December 2021,
RMB110,325,317 of the registered capital was yet to be paid
up.

Kidztech Infotech is a domestic enterprise established in the
PRC with registered capital of RMB96,000,000. As at 31
December 2021, RMB12,660,000 of the registered capital
was yet to be paid up.

Approval of consolidated financial
statements

The consolidated financial statements were approved and
authorised for issue by the Board of Directors on 6 May
2022.

e ISR

For the year ended 31 December 2021
BE-_ZT-_—F+-A=+—BLEFE

34. ARNFEBWMBARFE

(%)
it 3
(@ WD E LR

(b)

BERABGR —KREHRBEKL
MAEBELE  FMER
& AN R #1,000,0007 @ & =
—E -+ A=+—HH
RERE -

MBI A £ SRR B A
ERARE—REHRBEKL
MREGE FMELXEA
R #111,428,5717L - X = &
——H+Z-A=+—-H8 ' AE
#110,325,3177C &) & ffif & &
M ARBR o

AITEGEMBERE -—KEF
BRI AREAEDE Fft A
A% AR ¥96,000,0007T ° B
== e B =ar =5 ¢
A R #12,660,0007T & 7 i &
ENCEN

35. it EGZE M ERE

=
)

MBBRER-_T_—

FARNBEEESHAENRERE
T 3% -
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BEt-A=t-RHLFE

2021 2020 2019 2018 2017
—E-_—% Z—ZE-TF —T—HNF ZT-N\F T—+tF
RMB’000 RMB’000 RMB’000 RMB'000 RMB’000
ARETR ARETRT ARBTRE ARETT ARETR
Results E¥
Revenue U 2 283,843 295,913 325,800 278,717 259,185
Profit before income tax & BT 15 % A1 & 7 31,722 32,947 48,380 41,577 42,234
Income tax expenses  FT{5Fi B % (5,636) (8,804) (12,935) (8,824) (6,147)
Profit for the year FRNEF 26,086 24,143 35,445 32,753 36,087
Assets and Liabilities EER&E
Total assets BEBRE 780,994 670,546 524,722 570,680 476,774
Total liabilities BEAE (339,321) (247.004) (223,825) (204,499) (139,063)
Net assets EEFE 441,763 423,542 300,897 366,181 337711
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