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MANAGEMENT DISCUSSION
AND ANALYSIS

Business and Financial Review

Kidztech Holdings Limited (the “Company”) and its subsidiaries
(collectively, the “Group”) are principally engaged in the design,
development, manufacture and sale of high-quality smart toy
vehicles, smart interactive toys and traditional toys and the sale of
smart hardware products. During the six months ended 30 June
2020, the Group had also started to expand its product line to include
anti-epidemic products in light of the growing health awareness and
the demand for anti-epidemic products around the globe.

Revenue

The Group's total revenue decreased by approximately 6.9% from
approximately RMB125.5 million for the six months ended 30 June
2019 to approximately RMB116.8 million for the six months ended
30 June 2020. In light of the outbreak of the novel coronavirus
(COVID-19), the timing of orders placed by the customers was
delayed by one to two months compared to the corresponding
period of last year, and the actual delivery time was also delayed
by one to two months compared to the corresponding period of
last year. Therefore, there was no significant growth in the quantity
of customer orders during the reporting period compared to the
corresponding period last year and the total amount was roughly the
same as the corresponding period of last year. At the same time, the
delay in delivery time resulted in a decrease in the total revenue of
the Group during the reporting period.

The People’s Republic of China (the “PRC") continued to be the
Group's biggest market for the six months ended 30 June 2020,
contributing approximately 69.5% of revenue (among which,
approximately 49.8% was indirect sales to overseas made through
the export-oriented wholesalers based in the PRC which principally
export and sell toys to overseas wholesalers and retailers and
mainly onward export the Group's products to overseas market (the
“PRC Export-Oriented Wholesalers"”) while approximately 19.7%
was domestic sales made through the PRC domestic-sale-oriented
wholesalers and retail sales in the PRC market). Europe as a whole
contributed approximately 9.8%, the North America contributed
approximately 13.3%, Asia (excluding the PRC) contributed
approximately 7.2% and approximately 0.2% came from Oceania,
South America and Africa.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWKk D

Analysis of revenue by product type is as follows:

RERPAEDHKRESTIT

For the six months ended

30 June
BEANA=tTHLERER
2020 2019
et 8 e
RMB’000 RMB'000
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Smart toys B A

— Smart toy vehicles - REEER

— Smart interactive toys - REeEEHAITA
Traditional toys Bt A

Smart hardware BEeEMER
Anti-epidemic products b A

Smart toys
Smart toy vehicles

The Group’s smart toy vehicles mainly comprise full function radio
controlled toy vehicles. During the six months ended 30 June 2020,
while the Group’s smart toys vehicles are mostly “kidztech” brand
products and co-branded products collectively released by the
Company and renowned automobile manufacturers, the Group also
manufactures some products under overseas customers’ brands
on original equipment manufacturing (“OEM") and original design
manufacturing (“ODM”) bases.
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MANAGEMENT DISCUSSION AND ANALYSIS

Smart interactive toys

The Group's smart interactive toys mainly comprise smart interactive
playsets, activity toys and musical toys, and some of these toys which
play music and contain play features are intended to stimulate the
sensory development of children. During the six months ended 30
June 2020, most of these toys were sold under either (i) co-branded
with popular entertainment characters featured in animated television
series or motion pictures or toy brand owner; or (i) the “kidztech”
brand.

Traditional toys

Traditional toys include traditional toy vehicles, traditional educational
toys, dolls and other traditional toys such as outdoor and sport as
well as infant toys. During the six months ended 30 June 2020, (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 that are mainly designed for children aged one to
three years or above; and (ii) most of these toys were sold under the
“kidztech” brand.

Smart hardware

Leveraging the expertise of the Group in designing and manufacturing
high quality radio controlled smart toy vehicles, the Group had in 2018
commenced selling smart hardware, such as Bluetooth speakers,
which are sold under the “kidztech” brand. As the domestic internet
industry giants all use smart speakers as products to build the entry
of smart home series product chains, they have all launched new
products. They all adopted subsidy policies in order to seize market
share, so prices continue to fall and the competition is fierce. As a
result, the sales profit margin did not reach the expectation of the
Group, and no sales had been achieved during the reporting period.
The Group will continue to seek sales opportunities for other smart
hardware products.

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.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR D

During the six months ended 30 June 2020, (i) approximately
65.1% of revenue was attributable to products under the “kidztech”
brand (corresponding period in 2019: approximately 63.1%), (ii)
approximately 24% of revenue was attributable to products under
co-brand (corresponding period in 2019: approximately 32.4%) and
(ili) approximately 10.9% of revenue was attributable to products
under overseas customers brands (corresponding period in 2019:
approximately 4.5%).

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 has recently been
granted licensed rights of renowned toy and entertainment character
brands (details of which are set out in the section headed “Events
Occurred After the Reporting Period” below).

Anti-epidemic products

Since the outbreak of COVID-19, there has been a shortage of
anti-epidemic products. The board (the “Board”) of directors
(the “Directors”) of the Company believes that from a long-term
perspective, the epidemic may promote health awareness among
the global population in the future, leading to a greater demand for
anti-epidemic products. As such, the Group would like to utilise
the Group's domestic and overseas sales network and production
management expertise to develop the production, sales and trading
business of different kinds of anti-epidemic products (especially
masks), and hence since late March 2020, the Group has actively
commenced its preparation work for the establishment of mask
production lines in the PRC and the sales and trading of anti-epidemic
products (such as purchasing and setting up mask production lines,
carrying out the pre-production cleansing project, etc., in order to
meet the relevant production specifications, etc.).

Considering that the outbreak of COVID-19 has brought forth a huge
demand for anti-epidemic products globally, the Group believes
that the timely launch of such business will enable the Group to, on
one hand participate in the global anti-epidemic activities, and on
the other, to capitalise on the advantages of this growing domestic
and international demands, and provide the Group with excellent
opportunities to diversify income and bring better returns to the
shareholders of the Company (the “Shareholders”), which is
expected to be in the interests of the Group and the Shareholders as
a whole.
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MANAGEMENT DISCUSSION AND ANALYSIS

Gross profit and gross profit margin

The Group’s gross profit decreased from approximately RMB45.3
million for the six months ended 30 June 2019 to approximately
RMB40.0 million for the six months ended 30 June 2020,
representing a decrease of approximately 11.7%. Although the total
amount of orders placed by the customers was roughly the same
as that of the corresponding period of last year, the timing of orders
placed by the customers was delayed by one to two months during
March to May 2020 as compared to the corresponding period of last
year due to the impact of the outbreak of COVID-19, which resulted
in the corresponding delay in the actual timing of delivery of products
by one to two months as compared to the corresponding period of
last year, which caused the decrease in the gross profit of the Group
during the reporting period.

The Group’s gross profit margin decreased by approximately 1.8%
from approximately 36.1% for the six months ended 30 June 2019 to
approximately 34.3% for the six months ended 30 June 2020, which
was caused by the decline in capacity utilisation for the same reason
as stated above for the decrease in the Group's gross profit.

Profit for the period

The Group's net profit decreased by approximately 88.1% from
approximately RMB13.4 million for the six months ended 30 June
2019 to approximately RMB1.6 million for the six months ended
30 June 2020, which was mainly due to the one-off listing and
professional expenses for the listing of the shares of the Company (the
“Shares”) on the Stock Exchange (the “Listing”) of approximately
RMB12.6 million. If the said one-off listing and professional expenses
for the Listing were excluded, the Group's adjusted net profit for the
six months ended 30 June 2020 was approximately RMB14.2 million,
representing an increase of approximately 6.0% when compared
with the same period in 2019.

The Group’s net profit margin decreased from approximately 10.7 %
for the six months ended 30 June 2019 to approximately 1.3% for the
six months ended 30 June 2020, which was mainly due to the one-
off listing and professional expenses for the Listing of approximately
RMB12.6 million. If the said one-off listing and professional expenses
for the Listing were excluded, the Group’s adjusted net profit margin
for the six months ended 30 June 2020 was approximately 12.1%
(corresponding period in 2019: approximately 10.7%).
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR D

Selling expenses

The Group's selling expenses decreased by approximately 17.9%
from approximately RMB7.8 million for the six months ended 30 June
2019 to approximately RMB6.4 million for the six months ended 30
June 2020, which was primarily due to the reduction of domestic
offline sales expenses.

Administrative expenses

The Group’s administrative expenses increased by approximately
58.6% from approximately RMB16.2 million for the six months ended
30 June 2019 to approximately RMB25.7 million for the six months
ended 30 June 2020, which was mainly attributable to the one-off
listing and professional expenses for the Listing.

Taxation

Income tax expenses increased by approximately 19.4% to
approximately RMB3.7 million for the six months ended 30 June
2020 from approximately RMB3.1 million for the six months ended
30 June 2019, which was due to the increase in profit of the Group
(excluding the one-off listing and professional expenses for the
Listing).

The Group's income tax effective tax rate increased from
approximately 18.7% for the six months ended 30 June 2019 to
approximately 70.6% for the six months ended 30 June 2020, which
was mainly due to the increase in non-tax deductible one-off listing
and professional expenses for the Listing.

Liquidity and financial resources

As of 30 June 2020, the gearing ratio, which represents the Group’s
total borrowings divided by total equity, was approximately 33.2%
(31 December 2019: approximately 47.4%). As at 30 June 2020,
the Group's total borrowings were approximately RMB134.0 million
(31 December 2019: approximately RMB142.7 million) and the total
equity was approximately RMB404.0 million (31 December 2019:
approximately RMB 300.9 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

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 1.7 as at 30 June 2020 (31
December 2019: approximately 1.4); whereas the quick ratio, which
is calculated based on the total current assets (excluding inventories)
at the respective dates divided by the total current liabilities at the
respective dates, was approximately 1.4 as at 30 June 2020 (31
December 2019: approximately 1.1).

As at 30 June 2020, the Group's restricted cash and cash and
cash equivalents amounted to approximately RMB1.0 million and
RMB109.9 million, respectively (31 December 2019: approximately
RMB1.0 million and RMB116.6 million, respectively).

For the six months ended 30 June 2020, net cash used in operating
activities was approximately RMB30.5 million, net cash used in
investing activities was approximately RMB50.2 million and net cash
generated from financing activities was approximately RMB74.3
million.

For the six months ended 30 June 2019, net cash generated from
operating activities was approximately RMB27.5 million, net cash
used in investing activities was approximately RMB60.0 million and
net cash used in financing activities was approximately RMB110.2
million.

Working capital

The average inventory turnover period of the Group was
approximately 159.3 days for the six months ended 30 June 2020
(for the year ended 31 December 2019: approximately 86.3 days),
which was primarily due to (i) the addition in inventory reserve and
preparation for future growing orders as anticipated by the Group;
and (i) the seasonality of the Group’s business is relatively obvious
and the first half year is a relatively low season.

The Group's trade receivables increased from approximately RMB60.2
million as at 31 December 2019 to approximately RMB100.5 million
as at 30 June 2020, 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 83.4 days for the year
ended 31 December 2019 to approximately 123.8 days for the six
months ended 30 June 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR D

The Group’s trade and other payables decreased by approximately
RMB1.3 million or approximately 2.5% from approximately RMB51.1
million as at 31 December 2019 to approximately RMB49.8 million
as at 30 June 2020, which remained constant during the reporting
period. The Group's average trade payable turnover days increased
from approximately 41.2 days for the year ended 31 December 2019
to approximately 57.4 days for the six months ended 30 June 2020,
which was mainly because the seasonality of the Group’s business
is relatively obvious and the first half of the year is a relatively low
season.

Bank and other borrowings

As at 30 June 2020, all the bank and other borrowings, amounting to
approximately RMB134.0 million (31 December 2019: approximately
RMB142.7 million), were repayable on demand.

The weighted average effective interest rate as at 30 June 2020 was
approximately 5.0% (31 December 2019: approximately 6.20%).

Significant investments, material acquisitions and disposal of
subsidiaries

Save for the investment made in relation to the new business of anti-
epidemic products (details of which are set out in the sub-section
headed "Anti-epidemic products” above), the Group did not have
any significant investments, material acquisitions and disposal of
subsidiaries, associates and joint ventures during the six months
ended 30 June 2020.

Capital structure

The capital structure of the Group is mainly based on the equity
attributable to Shareholders (including share capital and reserves).
As at 30 June 2020, the total number of issued ordinary Shares
was 520,886,000 condensed with a par value of HK$0.001 each (31
December 2019: 431,600,000 shares).

Pledge of assets

As at 30 June 2020, 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 13 to the condensed consolidated
interim financial statements as set out in this interim report.
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MANAGEMENT DISCUSSION AND ANALYSIS

Contingent liabilities

The Group did not have any significant contingent liability as at 30
June 2020 (31 December 2019: nil).

Capital commitments

As at 30 June 2020, the Group had an aggregate capital commitment
of approximately RMB39.2 million (31 December 2019: approximately
RMB59.9 million).

Financial management and treasury policy

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

Foreign exchange exposure

The Group's operating subsidiary incorporated in Hong Kong operates
with most transactions being settled in United States dollars (“USD"),
except for certain transactions which are denominated in Hong Kong
dollars (“HKD") or other currencies. The functional currency of the
subsidiaries is USD. The Group's operating subsidiaries incorporated in
the PRC operate in the PRC and their functional currency is RMB. As
at 30 June 2020, foreign exchange risk arose mainly from the 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 HKD. The Directors consider that
no significant foreign exchange risk exists for the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR D

Employees and Remuneration Policies

As at 30 June 2020, the Group had approximately 749 (31 December
2019: 821) full-time employees, of which, 22 of them were in Hong
Kong and the rest of them were stationed in Shantou and Shenzhen,
the PRC.

The remuneration packages offered by the Group to its employees,
including salaries, accidental insurance and allowances, depend on
their job nature. Bonuses are generally discretionary and based in
part on employee performance and in part on the overall performance
of the Group’s business.

The Group has implemented training programmes for its employees
to meet different job requirements, such as training on production
procedures for its staff at its production department. It is believed
that these initiatives have contributed to the increased productivity of
employees of the Group. The Group has also adopted a share option
scheme to reward, among others, its employees for their contribution
to the Group (the “Share Option Scheme"), details of which are
set out in the section headed “Share Option Scheme” below of this
interim report.

Impact of the Epidemic and Outlook

Despite the recent disruptions caused by the outbreak of COVID-19,
the Group has resumed its operation in the PRC since 10 February
2020. Therefore, the epidemic has not significantly impacted the
Group’s businesses and financial results for the six months ended
30 June 2020. However, given that, as at the date of this interim
report, the Group’s overseas operation may 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 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.
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MANAGEMENT DISCUSSION AND ANALYSIS

On the other hand, with the aim of further developing its business
and continuing its growth and also taking into account the epidemic
situation and the intense relations between China and the United
States, the Group will implement the following strategies:

expand its product line to include anti-epidemic products (details
of which are disclosed in the sub-section headed “Anti-epidemic
products” above);

continue to prioritise and focus on overseas market by (i)
maintaining and strengthening relationship with its existing
direct overseas customers; and (ii) expanding its customer
base;

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

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

expand its production capacity and improve its production
efficiency; and

expand its domestic sales.
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF
COMPREHENSIVE INCOME

ERGREPHEEKER

Six months ended 30 June
BZANA=1tHILAEA

2020 2019
—EC-EF —ENF
Note RMB’'000 RMB’000
PitEE ARET T ARET T
Revenue Wiz 5 116,836 125,468
Cost of sales SHEKA (76,812) (80,177)
Gross profit EF 40,024 45,291
Selling expenses HERYS (6,384) (7779)
Administrative expenses THRF X (25,740) (16,164)
Net impairment losses SRUEEREEE S
on financial assets (2,319) (3,768)
Other income E Al A 4,031 2,571
Other losses — net EAhE518 558 (581) (92)
Operating profit rEZR 9,031 20,059
Finance income S A 901 946
Finance costs R IDWN (4,660) (4,549)
Finance costs — net BATE R A HE 6 (3,759) (3,603)
Profit before income tax BRET BB AT B F] 5,272 16,456
Income tax expenses FriSFifsz 7 (3,722) (3,075)
Profit for the year FRER 1,550 13,381
Profit/(loss) attributable to UTRALTEERT (BE)
Owners of the Company KATEE A 1,550 13,381
Non-controlling interests R - —
1,550 13,381
Other comprehensive income Hih 2 mE s
Items that may be reclassified A B AR R m A -
to profit or loss:
Currency translation differences PEH ZRE 774 1M1
Other comprehensive income FREMZERE
for the year 774 11
Total comprehensive income LTALEEER
for the year attributable to EHNERAEE
Owners of the Company BAREBA 2,324 13,492
Non-controlling interests ey — —
2,324 13,492
Earnings per share attributable AAREEAELEEBRER
to owners of the Company
— Basic and diluted (RMB) — EXRREE (ARE) 8 0.3 cents & 3.1 cents 7
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF

FINANCIAL POSITION
FERAAR & A B AR R

Unaudited Audited
RICE% KR IZ
30-Jun-20 31-Dec-19
—ECZF —E-NEF
AA=tHB +=ZA=+—H
Note RMB’'000 RMB’000
BaE ARBET T ARET T
ASSETS BE
Non-current assets FRBEE
Property, plant and equipment b E Y S 201,831 166,301
Intangible assets A E 7,105 6,750
Deferred income tax assets BIEFMBHEE 5,932 5,446
Prepayments TEFRIE 51,071 47759
265,939 226,256
Current assets REBEE
Inventories Fe 71,429 65,060
Trade receivables =) e 10 100,460 60,239
Prepayments and other receivables B FRIE K HAh fE L FR IR 78,312 55,520
Restricted cash ZREIRE 1,035 1,018
Cash and cash equivalents ReERREEEY 11 109,860 116,629
361,096 298,466
Total assets BEALE 627,035 524,722
EQUITY xR
Equity attributable to owners RATEE AELER
of the Company
Share capital &N 467 70
Other reserves E i 371,205 268,639
Retained earnings REEF 32,333 32,188
404,005 300,897
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF

FINANCIAL POSITION
B4R & A B AR R

Unaudited Audited
RIBERZ KR IZ
30-Jun-20 31-Dec-19
—ECZF —E—hEF
ANA=+RA +ZA=+—H
Note RMB’000 RMB'000
BaE ARET T ARET T
LIABILITIES aE
Non-current liabilities ERBERE
Deferred revenue FEIEW S 2,224 2,705
Deferred tax liabilities BERIBEE 2,495 2,534
Lease liabilities HEEE 3,651 186
License fee payable JEf IS 1,196 1,854
9,566 7279
Current liabilities REBAE
Trade and other payables B 5 R E M ERFRIE 12 49,758 51,144
Contract liabilities AHaE 1,346 738
Bank and other borrowings RITRE MR 13 133,994 142,728
Lease liabilities HEAE 2,822 2,546
License fee payable EREEE 2,174 2,735
Current income tax liabilities BNEARTISHi B E 23,370 16,655
213,464 216,546
Total liabilities BEHAE 223,030 223,825
Total equity and liabilities ERAERAE 627,035 524,722
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SE-TEMAE  AHERRARAR

CONDENSED CONSOLIDATED INTERIM STATEMENT OF
CHANGES IN EQUITY
ARG E PRS2 ER

Attributable to Owners of Company

NG} 2PN
Non-
Share Other Retained controlling
capital reserves eamings interests Total
B Rt RERF FERER Eh
RMB'000 RMB’000 RMB’000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT ARETT
Unaudited AMEEG
Balance at 1 January 2019 RZE-NF
—R-Bi&s - 264,479 101,702 - 366,181
Comprehensive income el
— Profit for the period — BREF — - 13,381 - 13,381
— Other comprehensive income — Btz EkE — m — — 1
Total comprehensive income 2ENEEE — M 13,381 = 13,492
Transfer to statutory reserve BRTLTRE — 1,425 1,425 = =
Cash dividends paid to the then shareholders AREARER
of a subsidiary RRXAHERE - - (101,400) - (101,400}
Balance at 30 June 2019 R=B-NF
RAZTHH
&4 - 266,015 12,258 - 278273
Unaudited REER
Balance at 1 January 2020 R-BZEF
—B—BH#E&e 70 268,639 32,188 - 300,897
Comprehensive income 2EYEE
— Profitffloss) for the period — BnaF/ (58) - - 1550 - 1550
— Other comprehensive income —Hit2EkE - 774 - - 774
Total comprehensive income SENREE - 774 1,550 - 2,324
Transfer to statutory reserve BEETHE - 1,405 (1,405) - -
Transactions with non-controlling interests BIEHRERNR S - - - -
Capitalisation issue EXILET
Other reserves Hitfte 316 (316) - - -
Issue of shares under the Listing R EmRRke 81 111,539 - - 111,620
Listing expenses included in share premium FTARDRER
FRX - (10,836) - - (10,836)
Balance at 30 June 2020 it b 2:3
RAZTRNESR 467 371,204 32,333 - 404,005
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF
CASH FLOWS (UNAUDITED)
FHRFEPHRERER CREER)

Six months ended 30 June
BZEAA=THLAEA

2020 2019
—EC-EF —ET—hEF
RMB’'000 RMB'000
ARMT T ARET T
Net cash (used in)/generated e ES) (FTA) Fi5IRe T3
from operating activities (30,546) 27516
Net cash used in REEBMARSFE
investing activities (50,164) (60,009)
Net cash generated from/ REEBFTS, (FTA) REF5E
(used in) financing activities 74,341 (110,180)
Net (decrease)/increase in cash ReMReFEY
and cash equivalents CRd) /#EnFEas (6,369) (142,673)
Cash and cash equivalents R E RIREEEY
at beginning of the period 116,629 188,634
Exchange differences on cash ReERREEEBYHEN Z58
and cash equivalents (400) 109
Cash and cash equivalents HRRE RIREEEY
at end of the period 109,860 46,070
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—ToTRHEE  TEERARAR

NOTES TO THE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS

General information

Kidztech Holdings Limited (the “Company”) was incorporated
in the Cayman Islands on 25 October 2019 as an exempted
company with limited liability under the Companies Law of the
Cayman lIslands. The address of its registered office is Cricket
Square, Hutchins Drive, PO Box 2681, Grand Cayman, KY1-1111,
Cayman Islands.

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

The Company's shares were listed on the Main Board on 18
March 2020.

This condensed consolidated interim financial information
(the “Interim Financial Information”) is presented in Renminbi
("RMB"), unless otherwise stated.

Basis of preparation and accounting policies

The Interim Financial Information has been prepared in
accordance with Hong Kong Accounting Standard 34 “Interim
financial reporting” The Interim Financial Information does not
include all the notes of the type normally included in an annual
financial report. Accordingly, the Interim Financial Information
is to be read in conjunction with the annual report for the year
ended 31 December 2019 and any public announcements made
by the Company during the interim reporting period.

Accounting policies

The accounting policies applied are consistent with those of the
annual financial statements for the year ended 31 December
2019, as described in those annual financial statements, except
for the estimation of income tax using the tax rate that would
be applicable to expected total annual earnings and the adoption
of amendments to HKFRS effective for the financial beginning
on 1 January 2020.

Amendments to HKFRS effective for the financial year
beginning on 1 January 2020 do not have a material impact on
the Group's financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS
A BRER S I IR AR M

20

Critical accounting estimates and judgments

The preparation of the Interim Financial Information requires
management to make judgements, estimates and assumptions
that affect the application of accounting policies and the
reported amounts of assets and liabilities, income and expense.
Actual results may differ from these estimates.

In preparing the Interim Financial Information, the significant
judgements made by management in applying the Group's
accounting policies and the key sources of estimation
uncertainty were the same as those that applied to the
consolidated financial statements for the year ended 31
December 2019.

Segment information

Management has determined the operating segments based
on the reports reviewed by CODM. The CODM, who is
responsible for allocating resources and assessing performance
of the operating segment, has been identified as the executive
directors of the Company.

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 for the purpose of resources allocation and
performance assessment.

As at 30 June 2020, majority of the Group’s non-current assets
were located in the PRC (31 December 2019: same).

Analysis of revenue by product type is as follows:

B E ET et R A

B AR IR B R R E
YEEHRANEANRAERR
LN ETECES DIR
st R « EW AR A SR
HTR -

RGP P B ERNE - EEERE
RS Bl & 5T BUR R i B0 B R H
AR EF A REE (E R E 2 AR AR E
“E-NF+-A=T—BIEFEN
FAMBIRARMIRAERR -

DEBER

EEECERIZRLRREEMN
BEBELEDH - TELERK
FRENRERLHAEED IR
B WEERERARBNTES -

FEETEREFRUEREE - &F
BEERMXBREXRERHEGR
—fAEE SR - ML EIRD BEAR
E o Bt ARBRITEZRRE - &
B — A LAVEH SRR MR TE Y8 & 55
BB o Waak RERFTISTATBA T E TR
DERRBFNEMERTATEEH

e -

R-ZZE-TFA=1H KE£EEKX
HOIIERBEEMNTRE (ZZ—Hh
F+—A=+—H:HER) -

REMBUEDHEEANTIT

(Unaudited)
(REER)
For the six months
ended 30 June
BEAA=1THIEAEAR

2020 2019
—ECEHF —E-NF
RMB’000 RMB'000
AR¥ET T AREFIT

Smart toys Bt A
— Smart toy vehicles — BEeEE 63,078 65,743
— Smart interactive toys — B EHAITA 14,586 7933
Traditional toys BHinA 33,774 48,732
Smart hardware HReiE 0 3,060
Anti-epidemic products F5 % A o 5,398 N/ATE
116,836 125,468
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS

Segment information (Continued)

During the six months ended 30 June 2020, details of the
Group's sales to external customer who accounted for more
than 10% of total revenue are set out below (corresponding
period in 2019: no individual customer accounted for more than
10 % of the Group’s revenue).

FBRAR S I B IR aR M

N

TEEFR (&)

REBE_Z-_ZFA=1+HI~E
A AEERIMNIEE (Rl
B10% A E) B SHERFIEEH AN T
(Z2E—NFRH: BEAAZFKE
ANEBMUZEA 10% A L) ©

For the six months ended 30 June
BZAXA=1tHILLAEA

2020 2019

—g=%%F —E-NEF

Customer A EFEA
Customer B =FB
* The customer contributed less than 10% of total revenue during

the six months ended 30 June 2019.

The revenue from customers by geographic information as
determined by destination of delivery is as follows:

11.5% Not Applicable*
TEA*

10.7% Not Applicable*
TEA*

* ZEBPREE_Z—NAF~A
=t+HLEREA SRR ENERT
£ 10% °

RERWEME (RN B HHERE)
ZoMEFPRUEMT

(Unaudited)
(REFEZ)

Six months ended 30 June
BZEAA=THLAEA

2020 2019

—ECEF —FT-NF

RMB’000 RMB’000

AR¥T T AREET T

Out of Mainland China FR B A DA S 35,596 36,241
Mainland China ERlENp: i 81,240 89,227
Total wEt 116,836 125,468
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS
A BRER S I IR AR M

6. Finance costs — net

22

B RS AN R R

(Unaudited)
(REBER)

Six months ended 30 June
BZAXA=1tHILAEA

2020 2019
—E-EF —E—hF
RMB’000 RMB'000
ARMT T ARBT T
Finance income ZUp AN
— Interest income — FSUA 901 946
Finance costs BTGk AR
— Interest expenses — IRITIEROF 2R
on bank borrowings 3,037 3,571
— Interest expenses — HiEROF 2R
on other borrowings 970 320
— Interest expenses — HEBENFERAX
on lease liabilities 83 149
— Interest expenses — EREREENF B
on license fee payables 95 124
— Others — Hith 475 385
3,759 3,603
Income tax expenses FrsBimx
(Unaudited)
(REEER)
Six months ended 30 June
BZEAA=1THILLAEA
2020 2019
—EB-EF —E—hF
RMB’000 RMB'000
ARMT T ARBT T
Current income tax BERFTS AL
— PRC enterprise income tax — PSR 4,260 4,085
— Hong Kong profits tax — BABENEB 19 2
Deferred income tax EEFTSEL (557) (1,012)
3,722 3,075
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS

8. Earnings per share

FBRAR S I B IR aR M

8. BRER

(Unaudited)
(REBER)

Six months ended 30 June
BZAXA=1tHILAEA

2020 2019
—ECEF —E-hF
RMB’000 RMB'000
ARET T ARBT T
Profit attributable to owners RAEIHEB AERET
of the Company (RMB’000) 1,550 13,381
Weighted average number of BTSRRI T2
ordinary shares in issue
(thousand shares) 482,824 431,600
Basic earnings per share (RMB) ~ GRERZF (ARE) 0.3cents 5 3.1cents

Diluted earnings per share equal to basic earnings per share as
there were no potential diluted shares outstanding for the six
months ended 30 June 2020 (six months ended 30 June 2019:

same).

9. Dividend

The Board has resolved not to declare an interim dividend for
the six months ended 30 June 2020 (2019: Nil).

10. Trade receivables

BREERNENEGREREF
AREBEE_ZT_TF A= +E|JJ:/\
& A Iﬁ/g'ﬁz‘«%%muﬁﬁx (—g

9. KR

%% /%Z_ 8 /}Eai_ = $¢
A=+ Elu:/dlﬂ MR ERE (=

—NE &) -

10. EZEWRFIE

A >t

(Unaudited) (Audited)

RCER) (FE&Ez)

30-Jun-20 31-Dec-19

—ECEF —E—hEF

AA=tHB +=ZA=+—H

RMB’'000 RMB’000

AR%T T ARET T

Trade receivables g 5 W FRIA 111,313 68,724
Less: provision for impairment B ORERE (10,853) (8,485)
100,460 60,239
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS
A BRER S I IR AR M

10. Trade receivables (Continued)

(a)

Ageing analysis of trade receivables based on invoice date

10. E5EWFE (&)

(@) REEAHFENESEYUK

is as follows: EEREC D ITANT -
(Unaudited) (Audited)
(REER) (Fe:%)
30-Jun-20 31-Dec-19
—ECEF —E-hEF
ANB=+H +=ZHA=+—H
RMB’000 RMB'000
ARET T ARBT T
Less than 30 days DR 30K 39,764 36,291
31 days to 120 days 31 RE120K 44,852 27942
121 days to 1 year 121 RE1F 24,905 2,283
1 year to 2 years 16226 775 2,032
More than 2 years HRiR 2 1,017 176
111,313 68,724

11. Cash and cash equivalents

Cash and cash equivalents are denominated in the following

1. BERBEEEY

Re MRS EEYIRATERTIE :

currencies:
(Unaudited) (Audited)
(REER) (#ezz)
As at As at
30 June 31 December
2020 2019
—s-%f e
AA=+H +ZHA=+—H
RMB’'000 RMB'000
AR¥T T ARETTT
RMB ARHE 109,076 115,455
HKD BT 689 602
usSD ETT 92 563
EUR BrZ& 3 9
109,860 116,629
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12. Trade and other payables 12. EZRHEMENTRIER

(Unaudited) (Audited)

(REBERZ) (fE2=%)

30-Jun-20 31-Dec-19

—E-EF —ENF

ANA=+A +=—A=+—H

RMB’000 RMB'000

ARMT T ARET T

Trade payables B EFIE 24,136 24,892

Accrued other expenses TEIREMF Y 12,068 10,666

Accrued listing expenses TEIR ER 4,824 6,002

Payroll payable JFEE <1 B8 T S M 4,473 4,687
Value-added-tax and other ER R A M ENTIE

tax payables 3,092 2,224

Refund liabilities RREE 1,165 1,670

Amounts due to minority e DB R FRIA
shareholders - 1,103
49,758 51,144

(a)

Ageing analysis of trade payables based on invoice date is

(@) BREZAHFENEZEMNK

as follows: BREDHTAT :
(Unaudited) (Audited)
(REER) (FezE%)
30-Jun-20 31-Dec-19
b —E-NEF
AA=+HB +=ZA=+—H
RMB’000 RMB'000
ARET T ARETTT
Less than 30 days DR 30K 4,771 4,795
31 days to 120 days 31 RE120K 2,019 6,862
121 days to 1 year 121 RE1F 10,631 12,514
1 year to 2 years 155825 6,163 595
More than 2 years B2 F 552 126
24,136 24,892
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13. Bank and other borrowings

26

13. RITRHEMERR

(Unaudited) (Audited)
(REEZ) (FE&Ez)
30-Jun-20 31-Dec-19
—E-%F —TNF
ANAE=+HR +=ZA=+—H

RMB’000 RMB'000

AR®TT ARETTT

Bank borrowings — secured RITIER — FEHF
Other borrowings — secured (a)  HAtfER — G (a)

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

As at 30 June 2020, certain bank and other borrowings
were secured by:

(i)

(ii)

(iif)

property, plant and equipment;
restricted cash; and
personal guarantees provided by Mr. Yu Huang and

Ms. Chen Cheng and certain minority shareholders
of the Company.

86,400 92,500
47,594 50,228
133,994 142,728

HipfERBREIFRTERME
BER R BB G T AEER
MEBARZLIZE CLER) FE88
RERABNER

=t L L ER N
BRI BRI R A TAE
5 REATRBRIR -

0 W% - B R -

i ERHRE R

(i) RIS RIRB AL

KA ER B R R HE
AFER
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14. Events occurred after the Reporting Period

Kidztech Toys Manufacturing Limited, an indirect wholly-owned
subsidiary of the Company, has recently been granted licensed
rights of renowned toy and entertainment character brands as
set out below:

(i) licensed rights of “Pac-Man” for the sale of a series of
radio controlled toys and slot racing track sets in overseas
market for the period from 1 May 2020 to 30 April 2023
(both days inclusive); and

(i) licensed rights of “X-Games" for the sale of radio-
controlled skateboarders in overseas market for the
period from 1 July 2021 to 31 December 2022 (both days
inclusive).

14. REPEREH

FLENAREERAR (ARFH
RE2ENELR) CHEESNE
A MRS AEMENFTAE - 715

LUNNE

(i)

[ 15 % | (Pac-Man) &F a] # » 7]
R-ZE-_ZEFRA—HE=-ZF
—=FNA=+H (BEER
MA) BE - EENTISHEE
— R EE T AR
BEEYEEN K&

[X-Games] #FAJ# » AIA ==
—_—F+A—HBE-_Z_—
+-A=+—B (BEEEW
H) Hiff - B8N TIHHEE
REEEIR o
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Directors’ and Chief Executive's Interests and
Short Positions in the Shares, Underlying Shares or
Debentures

As at 30 June 2020, the interests and short positions of the Directors
and the chief executive of the Company in the shares, the underlying
shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance, Chapter 571 of the Laws of Hong Kong (the
“SF0O")), which were required to be notified the Company and The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to Divisions 7 and 8 of Part XV of the SFO (including the
interest or short positions which any such Director or chief executive
was taken or deemed to have under such provision of the SFO)
or which were required, pursuant to Section 352 of the SFO or
otherwise notified to the Company and the Stock Exchange pursuant
to the “Model Code for Securities Transactions by Directors of Listed
Issuers” (the “Model Code") as set out in Appendix 10 to the Rules
Governing the Listing of Securities of the Stock Exchange (the “Listing
Rules”) were as follows:

EENESTRABRED - 18
B SR B AR RE T R s MUK R

RIBZZBFRA=1TH  FARREFHK
BITHRABRAR R REMERER (E&
RBEBEPFESN EEFFLAEGRD (&
HZRAEHRSG]) FXVER) B - HHER
0 R ERERE DA RRIEE S MR EDIE
XVEETR8DHMERAR REEHA
RBMARAT ([BRA]) WEEIAR
(BREREES MR GEIZFHEGREF
SR ABEANOEMEEIAE) - HERE
E 5 R RGP 352 AL TF R ZIGFTIE R
BreftrE S MR R - SRBBM MBS £
MR ([ EmRR ) M+ ETETAE
FETEFRZNERETH ([REFR )
ARG ARE M AR FORBINT

Number of Approximate
Capacity/Nature Shares held/ Long/ Percentage
Name of Director of Interest interested in Short Position of Shareholding
FisE,/ REREN
EEpLE B RS R E /%R BABRAED L
Mr. Yu Huang (Note 1) Interested in 206,946,667 Long position 39.73%
a controlled corporation
RIEFKE (HaE1) R EEER A
Mr. Pui Lik Leung Kenny Interest in 21,580,000 Long position 4.14%
(Note 2) a controlled corporation
BRI AE (HFE2) R EE R 1A
Ms. Zheng Jungyun Interest of spouse 35,966,667 Long position 6.90%
(Note 3)
Rt (fE3) FefBs A
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Notes:

(1

(2)

3)

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.

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.

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

Save as disclosed above, as at 30 June 2020, 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.
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(1) Top Synergy Y&C Limited 7 Bl &8 5 4
NMEREELZ T B 4)94.79% N #15.21% °
it - RIBFF REE D] - RIESZ AR
1R A7E Top Synergy Y&C Limited #B HIFT
BRRODPHEA R o

(2)  Keen Pacemaker Limited 3 B 2! 5 4%& 4
2EER - At - BREFHFRBAEE
B R 5% % & 3R A £ Keen Pacemaker
Limited F58 BUFT A IR0 R B am o

@ WEBLLAREKELNHERS - Bl
BEESREEED] SEELLHRA
MRS R 0T A R D PR
s -

B EXFREEIN  RCBBFRA=T
B BEARAEETRESTHRAERAE
RAIHEAREEE (E& REsMEE
BIEXVER) MRty - MHRARRGD K EEE S
BEBRBEFRIMEGOIFEXVEET 8
DEAE AN R MR PTHESE MAR (8
ERERE S R B RO SR E (FAR
RERNEAEZIOAR)  HBREES
KB 1GH15 362 R iF N B rC M i s &
KB BIRBRETRIZANE AN DR R
Pt SO R
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Substantial Shareholders’ and Other Persons’
Interests and Short Positions in Shares, Underlying
Shares and Debentures

So far as the Directors are aware, as at 30 June 2020, 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:

TERREEMA LD -
FAR D S (ERERE T R MUK R

REEM  RZZ=TFXA=1+H" T

FIAL, B GEARREEZRESTHA

8) RIRH MR N R A AREES &

%‘1&W%XV%%2&3“*MﬂwYﬁﬁi
NAHFE - BN ARARIEES L

“MW%&%W&?TEM%ﬁ%W 8
SITHME AR EMERIAE

Number of Approximate
Capacity/Nature Shares held/ Long/ Percentage
Name of Interest interested in Short Position of Shareholding
riss/ BEREREN
wE B,/ RS R E /%R BABRAED
Ms. Chen Cheng (Note 1) Interest of spouse 206,946,667 Long position 39.73%
BREEZ+ (MzET) i T A
Top Synergy Y&C Limited Beneficial owner 206,946,667 Long position 39.73%
BEREEA e
Ms. Ng Mo Sum (Note 2) Interest in 55,333,333 Long position 10.62%
a controlled corporation
RELEL (MFE2) R EEER 1A
Mr. Wu Shu Peng (Note 3) Interest of spouse 55,333,333 Long position 10.62%
Rt (MEE3) FefBis 1A
Motivational Mathematics Beneficial owner 55,333,333 Long position 10.62%
Limited
BEREEA A
Mr. Cai Fenguang Interest in 35,966,667 Long position 6.90%
a controlled corporation
BENRELE R EE R 59}
Charming Flair Limited Beneficial owner 35,966,667 Long position 6.90%
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Notes:

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

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

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

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

Save as disclosed above, as at 30 June 2020, no person, other than
the Directors and the chief executive of the Company whose interests
are set out in the section headed “Directors’ and Chief Executive's
Interests and Short Positions in the Shares, the Underlying Shares
or Debentures” above, had notified the Company of an interest or
short position in the Shares, underlying Shares or debenture of the
Company that was required to be recorded in the register required to
be kept by the Company pursuant to Section 336 of the SFO or which
would fall to be disclosed under the provisions of Divisions 2 and 3 of
Part XV of the SFO.

Share Option Scheme

The Company conditionally adopted the Share Option Scheme on
13 February 2020, so as to grant options to selected participants as
incentives or rewards for their contribution to the Group. Given that
the Directors are entitled to determine any performance targets to be
achieved as well as the minimum period that an option must be held
before an option can be exercised on a case by case basis, and that
the exercise price of an option cannot in any event fall below the price
stipulated in the Listing Rules or such higher price as may be fixed by
the Directors, it is expected that grantees of an option will make an
effort to contribute to the development of the Group to bring about
an increased market price of the Shares in order to capitalise on the
benefits of the options granted.
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(1) BREZLRREEENRE - Bt - RiE
FHIEEED RELEIERAERE
§‘E$}§E7ﬁ7f§ SEPTE R R R -

(2)  Motivational Mathematics Limited F1= 5
DT EEHRE - Al REFHFREE
&BI - R0 2+ 4 4R & 7 Motivational
Mathematics Limited 5 B 8 BT A I% 17
HEaE -

@ REEEEARELKEHERS - FHit -
IR S R B D - RIS A
ERRO KL RB AN ARG
s -

(4)  Charming Flair Limited HZLE A ERE
wE Bt BEIZHFREEG 28
S¢S AR B 1E Charming Flair Limited 5
BRIFTE RO R R -

B EXFIIEEIN  RZZE-TF A=
A #BEAL (AREESEE&ERTTBAR
BRoh - HiEm#@R L [EZERERTHRA
SRR - MR S EREE R e oK
Bl —f) ERAAREMERAQERG
RN (Y Sk B R A BRI A A RIR
BEARHEIEDIFE 6 IEBTFENELS
B EERzgoR e - SREBE S K
BEHRMNEXVEHE2REIDBHIEXET
BERHOEAERSOAE -

AR T &

ARRR—F_TF - A+ = AARTREN

—THERIERTE - UAEESEERKER
18 ERNEEAREEER R EE R
B o REFAIRERIEREE EFAES
MXR B R RBRER TR AR AN RE
HIR i ERE R T REEEAER TR
BER EHRRARENERLESATEERETE
ME S ER - B TERBEREARARE N
REAEENERFELER @ EMEROTE

£t PUES ?%Txé’]ﬁﬁﬂx%ﬁﬁ fally
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The Directors may, at its absolute discretion, grant options to any
of the following classes of participants: (a) any employee (whether
full-time or part-time including any executive director but excluding
any non-executive director) of the Company, any of the subsidiaries
or any entity (the “Invested Entity") in which any member of the
Group holds an equity interest; (b) any non-executive directors
(including independent non-executive directors of the Company, any
of the subsidiaries or any Invested Entity; (c) any supplier of goods
or services to any member of the Group or any Invested Entity; (d)
any customer of any member of the Group or any Invested Entity;
(e) any person or entity that provides research, development or other
technological support to any member of the Group or any Invested
Entity; (f) any shareholder of any member of the Group or any
Invested Entity or any holder of any securities issued by any member
of the Group or any Invested Entity; (g) any adviser (professional or
otherwise) or consultant to any area of the business or business
development of any member of the Group or any Invested Entity; and
(h) any other group or classes of participants who have contributed
or may contribute by way of joint venture, business alliance or other
business arrangement to the development and growth of the Group.

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

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

For the period from the Listing Date to 30 June 2020, the proceeds
were utilised consistent with that disclosed in the section headed
“Future Plans and Use of Proceeds” of the prospectus of the
Company dated 28 February 2020, details of which are set out below:
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EH RS FIER R

B BRI £ B BATERE X AT EAR 7T o
MBEEPIREESENREER A RE
MRS % - AREIE LT IARKERITEREE
BoR%#E 2 R TR SR TS FOB F 584 5 81.2
BEAT (ERRRFEETR1.38E T
H)  AREZZE_TFMNA=HIBHTTE
AREARCARE T BT G B AR D - RTINS
BREREMI2AEET -

BEfMmASE-—Z-_ZFA=+HHHE "
FriSZBABEANRBHA S _TF—
A=+ N \B&BRER [ KRR EIRAER
HR® ] — ST EEAR - BN

Intended use Amount not Expected timing
of net proceeds Amount utilised yet utilised of usage
FEMERA
EAR EBRLH REBAEHE Bt AR
HK$ million HK$ million HK$ million
B&BT BEET BEET
(approximate) (approximate) (approximate)
(#1) (%) (%)
Funding the planned expansion
of the new production plant
BNEERRRERIEREES 58.4 18.2 40.2 By the end of 2021
Maintaining and strengthening T —FER
relationship with existing
customers, and acquiring
or investing in downstream
companies
BFURERRBEEFNIE -
PARNEESRFEER T AR 15.8 0.9 14.9 By the end of 2021
General replenishment of ZE-—FRKA]
working capital and other
corporate purpose
—REREEETR
Eft—Raa ik 8.2 8.2 — —
Total
st 824 213 55.1
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Purchase, Sale or Redemption of Shares

The Shares were first listed on the Main Board of the Stock Exchange
on the Listing Date. Neither the Company nor any member of the
Group had purchased, sold or redeemed any of the Shares during the
period from the Listing Date up to 30 June 2020.

Interim Dividend

The Board has resolved not to declare an interim dividend for the six
months ended 30 June 2020 (corresponding period in 2019: nil).

Corporate Governance

The Group is committed to maintaining high standards of corporate
governance to safeguard the interests of the Shareholders and to
enhance corporate value and accountability of the Company. During
the period from the Listing Date to 30 June 2020, the Company has
applied the principles and complied with all applicable code provisions
of the Corporate Governance Code in Appendix 14 (the “CG Code")
to the Listing Rules, save and except the deviation as follows:

Pursuant to code provision A.2.1 of the CG Code, the roles of
chairman and chief executive should be separate and should not
be performed by the same individual. Mr. Yu Huang is currently the
chairman of the Board and the chief executive officer of the Group.
Mr. Yu Huang has been responsible for the overall management of
the Group since the establishment of the Group. The Board believes
that the current structure enables us to make and implement
business decision swiftly and effectively which promotes the Group's
development in line with other strategies and business direction.
The Board considers that the balance of power and authority,
accountability and independent decision-making under the present
arrangement will not be impaired because of the diverse background
and experience of the executive Directors, non-executive Director and
independent non-executive Directors. Further, the audit committee
of the Company (the “Audit Committee”), which consists of all
independent non-executive Directors, has free and direct access
to the Company’s external auditors and independent professional
advisers when it considers necessary. Therefore, the Directors
consider that the deviation from code provision A.2.1 of the CG
Code is appropriate in such circumstance. In order to maintain good
corporate governance and to fully comply with code provision A.2.1
of the CG Code, the Board will regularly review the need to appoint
different individuals to perform the roles of chairman of the Board and
chief executive separately.
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Further, Mr. Pui Lik Leung Kenny, an executive Director, sold an
aggregate of 300,000 Shares on 22 July and 23 July 2020. These
transactions took place during the blackout period under rule A3(a)(i)
of the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code"”) without notification to the chairman of
the Company. The non-compliance was not deliberate and completely
unintentional and was merely due to unfamiliarity of Mr. Pui Lik
Leung Kenny with the requirements under the Model Code. The non-
compliance was immediately identified by the Company and such
change of interest was subsequently disclosed on 27 July 2020.

Model Code For Securities Transactions

The Group has adopted a code of conduct regarding securities
transactions by the Directors on terms no less exacting than the
required standard of dealing set out in the Model Code.

Having made specific enquiry, all Directors confirmed that they had
complied with the Model Code during the period from the Listing
Date up to 30 June 2020. In addition, the Company is not aware of
any non-compliance of the Model Code by the senior management
of the Group during the period from the Listing Date up to 30 June
2020. However, one exception was noted after 30 June 2020 and the
details were disclosed in the section headed “Corporate governance”
above. The Company has paid due regard to this non-compliance and
in order to prevent the occurrence of similar incidents, the Company
has immediately reminded all Directors again the dealing restriction
during the blackout period and the importance of complying with
the Listing Rules in their dealings of the Shares and in particular
the importance of giving written notice and obtaining written
acknowledgement prior to conducting any intended dealings. The
Company will also provide further briefings to develop and refresh the
Directors’ knowledge and enhance their awareness of good corporate
governance practices.

Competing Interests

The Directors are not aware of any business or interest of Directors
nor the controlling Shareholder nor any of their respective close
associates (as defined in the Listing Rules) that compete or may
compete with the business of the Group and any conflicts of interests
which any such person has or may have with the Group during the six
months ended 30 June 2020.
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Audit Committee

The Company has established the Audit Committee in compliance
with Rule 3.21 of the Listing Rules and the CG Code. The Audit
Committee has reviewed with the management of the Company
this interim report including the interim results and the accounting
principles and practices adopted by the Group, and discussed
auditing, risk management, internal control and financial statements
matters, including the review of the condensed consolidated interim
financial statements of the Group for the six months ended 30 June
2020.

Events Occurred After the Reporting Period

For details of important events of the Group which have occurred
after the six months ended 30 June 2020 and up to the date of this
interim report, please refer to note 14 to the condensed consolidated
interim financial statements as set out in this interim report.

By order of the Board
Kidztech Holdings Limited
Yu Huang

Chairman

20 August 2020
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