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Management Discussion and Analysis

The board (the “Board") of directors (the “Directors”) of NNK Group Limited (the
“Company") hereby presents the unaudited consolidated interim results of the Company
and its subsidiaries (collectively, the “Group”) for the six months ended 30 June 2020,

together with the comparative figures for the corresponding period in 2019.

BUSINESS REVIEW

The Group is principally engaged in providing mobile top-up services to mobile users
through electronic banking systems of PRC banks, offline channels including convenience
stores, mobile phone stores and other third party retailer chains, and other channels

including third-party online platforms, its own websites and WeChat public account.

In the beginning of 2020, the outbreak of COVID-19 has affected various businesses. The
PRC government enacted draconian quarantine measures, strict travel restrictions and the
extension of Lunar New Year Holiday in response to the COVID-19 epidemic. Business
activities were disrupted and causing serious impact such as the loss of market, increasing
credit losses, worsening the cashflow position or even liquidation, to many businesses.
Market participants within the mobile top-up industry were also affected to different
extent, especially the temporary suspension of operation of physical stores due to the
COVID-19 safety concerns that declined the transaction volume from offline channels.
In addition, certain companies within the mobile top-up industry were forced to suspend
their services during the COVID-19 epidemic when there was decline in transaction
volume and they were unable to recover the credit sales on time to replenish the working

capital for procuring top-up credit.
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Management Discussion and Analysis

EEENRR DN

The Group has strived to maintain its operation during the COVID-19 epidemic. In
recent years, the Group has adjusted its business strategy to focus on expanding its bank
network and deepening its cooperation with major PRC banks. As at 30 June 2020, the
Group had cooperative relationships with 66 (as at 31 December 2019: 66) PRC banks,
including five largest state-owned commercial banks and 10 of |2 nation-wide joint
stock commercial banks. The Group became the first specialized mobile top-up service
provider through electronic banking systems with services covering nation-wide networks
operated by the PRC telecommunication operators in 2006. Over the past decade, the
Group has dedicated substantial efforts and technical resources to improve 007ka top-up
platform, and it worked with the PRC banks to design and develop systems to provide
quality services to its customers. As a result of the Group's efforts, the Group has been
able to meet stringent technological requirements set by the PRC banks with its secure
and reliable mobile top-up service platform, so that the Group was able to provide
secure and reliable mobile top-up service during the COVID-19 epidemic. The number
of mobile top-up requests processed by 007ka top-up platform was approximately 67.8
million for the six months ended 30 June 2020, representing an increase of approximately
22.8% as compared with approximately 55.1 million for the six months ended 30 June
2019. Moreover, due to our long-term established relationship with major PRC banks,
the Group could recover sufficient cashflow from the transactions during the COVID-19
epidemic and hence ensure liquidity for business operation. The gross transaction value
via electronic banking systems increased by approximately 35.3% to approximately
RMB3,771.3 million for the six months ended 30 June 2020 from approximately
RMB2,787.8 million for the six months ended 30 June 2019.
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Management Discussion and Analysis

The Group's cost control measures from last year has seen remarkable results. The Group
has successfully reduced in commission fee rates charged by certain PRC banks. The
Group has streamlined downstream channels and terminated cooperation with several
third-party channel partners that charged higher commission rates and reduced the scale
of offline channels. The commission fees charged by PRC banks and other channels for
handling mobile top-up service requests via their electronic systems decreased to RMB7.6
million for the six months ended 30 June 2020 from RMB9.2 million for the six months
ended 30 June 2019. The establishment of research and development and customer
service centre in Chengdu resolved the problem of high staff costs of recruiting technicians
and customer service officers in Shenzhen. Total staff cost decreased to RMB7.7 million
for the six months ended 30 June 2020 from RMB8.4 million for the six months ended
30 June 2019. Moreover, given the Group's reputation in the mobile top-up industry and
uninterrupted service during the COVID-19 epidemic, the Group was able to source
much favourable top-up credits from its suppliers. The average discount rate that the
Company received from the PRC telecommunication operators, their distributors and
other channels increased from approximately 0.7% for the six months ended 30 June

2019 to approximately 1.0% for the six months ended 30 June 2020.

As a result of the cumulative effects of foregoing, the profit attributable to owners of the
Company for the six months ended 30 June 2020 was approximately RMBI17.5 million, as
compared to profit attributable to owners of the Company for the six months ended 30

June 2018 of approximately RMBO0.4 million.
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Management Discussion and Analysis
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OUTLOOK

With the fierce competition within the industry and the uncertainty of the COVID-19
epidemic, the mobile top-up service industry in the PRC continues to face challenges.
As the COVID-19 epidemic has begun to be under control in the PRC and the physical
stores were gradually resumed operation, and the PRC telecommunication operators
and their distributors were adjusting their strategies, the discount rates offered by them
have been declined after the date of the reporting period. Average discount rate that the
Company received from the PRC telecommunication operators, their distributors and
other channels decreased to 0.8% in July 2020 from 1% for the six months ended 30 June
2020. The Group expected that the results for the second half of 2020 would be affected
by the fluctuation of the discount rates. Regardless, the Group will leverage its extensive
experiences and competitive advantages in the mobile top-up service industry to enhance
cooperation with PRC banks and the operators, and expand the Group's service offerings
in existing channels. Moreover, the Group will also continue to optimize the Group's
operational procedure to reduce the operating cost and improve the efficiency of its

workflow.
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Management Discussion and Analysis

FINANCIAL REVIEW

Revenue

For the six months ended 30 June 2020, the Group recorded a revenue of approximately
RMB39.1 million, representing an increase of approximately 55.6% as compared with
approximately RMB25.1 million for the corresponding period in 2019. The increase was
primarily due to the increase in mobile top-up requests via electronic banking systems
and the increase of average discount rate received from the PRC telecommunication

operators and their distributors during the interim period.

Gross Transaction Value with Mobile Users

The gross transaction value with mobile users increased by approximately 14.4%
to approximately RMB4,092.3 million for the six months ended 30 June 2020 from
approximately RMB3,577.9 million for the six months ended 30 June 2019. As at 30
June 2020, the gross transaction value via electronic banking systems increased by
approximately 35.3% to approximately RMB3,771.3 million for the six months ended
30 June 2020 from approximately RMB2,787.8 million for the six months ended 30 June
2019. The gross transaction value through offline channels and other channels including
third-party online platforms, the Company's own website and WeChat public account
decreased by approximately 59.4% to approximately RMB321.0 million for the six months
ended 30 June 2020 from approximately RMB790.1 million for the six months ended 30
June 2019. The increase in the gross transaction values via electronic banking systems was
mainly caused by the deepening cooperation with major PRC banks. The decrease in the
gross transaction values through offline channels and other channels was resulted from the
temporary suspension of operation of physical stores due to the outbreak of COVID-19

and the streamline of the downstream channels.
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Management Discussion and Analysis
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Gross Transaction Value with PRC Telecommunication Operators, their Distributors
and other Channels

The average discount rate that the Company received from the PRC telecommunication
operators, their distributors and other channels increased from approximately 0.7% for
the six months ended 30 June 2019 to approximately 1.0% for the six months ended 30
June 2020. The gross transaction value with the PRC telecommunication operators, their
distributors and other channels increased by approximately 14.1% for the six months
ended 30 June 2020 as compared to the six months ended 30 June 2019, which was in

line with the increase in the gross transaction value with mobile users.

Cost of Revenue

Cost of revenue decreased by approximately 14.0% to approximately RMB9.0 million
for the six months ended 30 June 2020 from approximately RMBI10.5 million for the
six months ended 30 June 2019, primarily due to decrease in commission fees charged
by PRC banks and other channels for handling mobile top-up service requests via their
electronic systems, as a result of reduction of the rates for commission fees charged by
certain PRC banks and the cease of cooperation with certain third-party channel partners

charging higher commission rates.

Gross Profit and Gross Profit Margin

As a result of the increase in the gross transaction value and discount rate and decrease
in cost of revenue, gross profit increased by approximately 103.5% to approximately
RMB29.7 million for the six months ended 30 June 2020 from approximately RMB14.6

million for the six months ended 30 June 2019.

The Group's overall gross profit margin increased to approximately 76.0% for the six
months ended 30 June 2020 from approximately 58.1% for the six months ended 30 June
2019, primarily attributable to the increase in average discount rate received from the

PRC telecommunication operators and their distributors and decrease in cost of revenue.
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Management Discussion and Analysis

Other Income and expenses

Other income and expenses increased by approximately 16.9% to approximately RMB4. |
million for the six months ended 30 June 2020 from approximately RMB3.5 million for
the six months ended 30 June 2019. The increase in other income and expenses was
primarily due to two (for the six months ended 30 June 2019: one) government subsidies
of approximately RMB2.8 million (for the six months ended 30 June 2019: RMB 1.0 million)
were granted to the Group for the six months ended 30 June 2020 in relation to research
and development expenses incurred in prior years and one-off support from Shenzhen
bureau to enterprises in digital economy sector, and the decrease in income on additional
credit from the PRC tax bureau for the input value added tax of approximately RMBO.7

million.

Distribution and Selling Expenses

Distribution and selling expenses decreased by approximately 49.3% to approximately
RMB2.2 million for the six months ended 30 June 2020 from approximately RMB4.4
million for the six months ended 30 June 2019, primarily attributable to the decrease in

staff cost and sales promotion expenses.

Administration Expenses

Administration expenses increased by approximately 5.5% to approximately RMB10.6
million for the six months ended 30 June 2020 from approximately RMB9.2 million for
the six months ended 30 June 2019, primarily attributable to increase in professional and

consultants' fees for business development.

Research and Development Expenses
Research and development expenses decreased by approximately 14.1% to approximately
RMB2.9 million for the six months ended 30 June 2020 from approximately RMB3.3

million for the six months ended 30 June 2019, primarily due to the decrease in staff cost.
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Management Discussion and Analysis
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Finance Costs

Finance costs decreased by approximately 33.3% to approximately RMBO.6 million for
the six months ended 30 June 2020 from approximately RMBO0.9 million for the six
months ended 30 June 2019, primarily due to the decrease in average bank borrowings as

compared with the corresponding period in 2019.

Income Tax Expense
No provision for income tax expenses were made for the six month ended 30 June 2020
and 2019 as the assessable profit was absorbed by tax loss or no assessable profit was

generated by the relevant subsidiary of the Company.

Profit for the Period attributable to Owners of the Company

As a result of the cumulative effects of foregoing, profit for the six months ended 30 June
2020 was approximately RMBI17.5 million, as compared with the profit for the six months
ended 30 June 2019 of approximately RMB0.4 million.

Liquidity, Financial Resources and Capital Structure
The Group's working capital was funded by cash from operating activities, bank loans and

proceeds from global offering.

As at 30 June 2020, cash and cash equivalents of the Group was approximately RMB87.2
million, as compared with approximately RMBI 7.3 million as at 31 December 2019. The
Group reported net current assets of approximately RMB201.7 million as at 30 June 2020,
as compared with approximately RMB183.6 million as at 3| December 2019. The Group’s
current ratio was approximately 4.43 as at 30 June 2020, as compared with approximately

301! as at 31 December 2019.
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Management Discussion and Analysis

The bank borrowings of the Group was RMB20.0 million as at 31 December 2019. As at
31 December 2019, the total bank borrowings, being interest-bearing bank borrowings
which were denominated in Renminbi, carried interest rates at 5.90% per annum and

were repayable in one year. There were no bank borrowings outstanding as at 30 June

2020.

The Group currently does not adopt any financial instruments for hedging purposes,
however, the management will consider the usage of financial instrument for hedging

purpose when the need arises.

Trade Receivables

Trade receivables mainly represent receivables from PRC banks in relation to our mobile
top-up service. Trade receivables increased from approximately RMBI105.9 million for
the year ended 3| December 2019 to approximately RMBI 6.2 million for the six
months ended 30 June 2020, primary reflecting the increase in proportion of transactions
with longer credit period (about 30 to 60 days from invoice date) due to deepening

cooperation with major PRC banks for their promotion activities.

Trade receivables turnover days (calculated by the average of the beginning and ending
balances of trade receivables of the year/period, divided by the gross transactions value
with mobile users for the year/period and multiplied by 365 days for the year ended 3|
December 2019 or 182 days for the six months ended 30 June 2020) for the six months
ended 30 June 2020 was 5 days (for the year ended 31 December 2019: 6 days). The
Company will continue to monitor the credit risk by ongoing review the settlement of
customers, and evaluate the credit limits annually accordingly to the track record and

financial position of the counterparties.
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Management Discussion and Analysis

MIEJE FI—J-FIHH& *ﬁ'

Gearing Ratio
As at 30 June 2020, the gearing ratio (calculated by dividing bank borrowings by total
equity as at the end of the period) of the Group decreased to nil from approximately 0.1 |
as at 31 December 2019, primarily attributable to the bank borrowings fully repaid as at
30 June 2020.

Capital Expenditures

For the six months ended 30 June 2020, the Group had capital expenditure of
approximately RMBO.| million, as compared with approximately RMBO.| million for the
six months ended 30 June 2019. The expenditure was mainly related to the acquisition of

property, plant and equipment for replacement in daily operations.

Significant Investments
During the six months ended 30 June 2020, the Group did not have any significant

investments.

Capital Commitments

As at 30 June 2020, the Group did not have any material capital commitments.

Foreign Exchange Risk

The Group's reporting currency is in Renminbi to which the Group’s material transactions
are denominated. The net proceeds from global offering are denominated in Hong Kong
Dollars, which exposed the Group to market risk arising from changes in foreign exchange
rate. The Group currently does not have a foreign currency hedging policy, however, the
management of the Group will monitor foreign exchange exposure closely and consider

the usage of hedging instruments when the need arises.

Charges on Assets

As at 30 June 2020, the Group did not have any asset charges.

Contingent Liabilities and Guarantees
As at 30 June 2020, the Group did not have any significant contingent liabilities and

guarantees.
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Management Discussion and Analysis

FUTURE PLANS FOR MATERIAL INVESTMENTS OR CAPITAL ASSETS

There was no specific plan for material investments or capital assets as at 30 June 2020.

MATERIAL ACQUISITIONS OR DISPOSALS
During the six months ended 30 June 2020, there was no material acquisition or disposal

of subsidiaries, associates and joint ventures by the Group.

INTERIM DIVIDENDS
The Board did not recommend the payment of interim dividend for the six months ended
30 June 2020 (for the six months ended 30 June 2019: nil).

EMPLOYMENT AND REMUNERATION POLICY

As at 30 June 2020, the Group had 69 full-time employees. Total staff cost (including
Director's remuneration) was approximately RMB7.7 million for the six months ended
30 June 2020, as compared with approximately RMB8.4 million for the six months
ended 30 June 2019. All employees have joined the state-managed retirement benefits
schemes in the PRC or Mandatory Provident Fund Scheme in Hong Kong, which are
classified as defined contribution plans. The Group believes that employees are one of
its most important assets and the Group strives to offer a competitive remuneration to
its employees. The Group has recruited and promoted individuals based on merit and
their development potentials. Remuneration package offered to all employees including
Directors is determined with reference to their performance, qualifications, experience and
the prevailing salary levels in the market. The Group has provided training opportunities
for its employees in order to enhance their qualifications and equip them with necessary

skills.

EVENTS AFTER THE REPORTING PERIOD
Save as disclosed in this interim report, there were no other significant events that might
affect the Group since the end of the six months ended 30 June 2020 and up to the date

of this interim report.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED
SECURITIES
During the six months ended 30 June 2020, neither the Company nor any of its

subsidiaries purchased, sold or redeemed any of the Company’s listed securities.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code") as set out in Appendix |0 to the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”) as its code of conduct
regarding Director's securities transactions. Specific enquiries have been made to all
Directors and the Directors have confirmed that they have complied with the required
standard of dealing as set out in the Model Code during the six months ended 30 June
2020.

CORPORATE GOVERNANCE CODE

The Board believes that good corporate governance plays a vital part in maintaining
the success of the Company. The Group is committed to maintaining high standards of
corporate governance to safeguard the interests of the shareholders and to enhance

corporate value accountability.

The Company has complied with all the applicable code provisions of the Corporate
Governance Code (the "CG Code") as set out in Appendix 14 to the Listing Rules during
the six months ended 30 June 2020. The Company will continue to review the current
corporate governance structure from time to time and shall make necessary changes

when appropriate and report to shareholders accordingly.
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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 interest or short positions of the Directors or chief executives
of the Company in the Shares, underlying shares of the Company (the “Shares”) and
debentures of the Company or its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (“SFQO")) required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interest or short positions which they were taken or deemed to have under
such provisions of the SFO) or which would be required, pursuant to section 352 of the
SFO, to be recorded in the register referred to therein, or which would be required to be

notified to the Company and the Stock Exchange pursuant to the Model Code were as

follows:
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Long Position in the ordinary shares of the Company RANRIEBRNEE
Approximate
Percentage of
Number of Issued Share
Name of Director Capacity/Nature of Interests Shares held Capital®
HEBTRAK
BEEps 5/ BmtE BFERGOEA BOEILO
Mr. Huang Junmou® Interest in controlled corporation 94,500,000 22.77%
BRHELEO RIPEEER
Mr. Yang Hua® Interest in controlled corporation 63,000,000 15.18%
BERED RIE LB R
Mr. Li Xiangcheng® Interest in controlled corporation 56,100,000 13.52%
FTERELES RYIEEEER
Mr. Xu Xinhua® Interest in controlled corporation 26,400,000 6.36%
ARG RIPEEER
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Notes:

Mr. Huang Junmou beneficially owns 100% of the share capital of Fun Charge Technology
Limited (‘Fun Charge Technology"). By virtue of the SFO, Mr. Huang Junmou is deemed to
be interested in 94,500,000 Shares held by Fun Charge Technology.

Mr. Yang Hua beneficially owns 100% of the share capital of Happy Charge Technology
Limited (“Happy Charge Technology"). By virtue of the SFO, Mr. Yang Hua is deemed to be
interested in 63,000,000 Shares held by Happy Charge Technology.

Mr. Li Xiangcheng beneficially owns 100% of the share capital of Cool Charge Technology
Limited (“Cool Charge Technology"). By virtue of the SFO, Mr. Li Xiangcheng is deemed to
be interested in 56,100,000 Shares held by Cool Charge Technology.

Mr. Xu Xinhua beneficially owns 100% of the share capital of Enjoy Charge Technology
Limited (“Enjoy Charge Technology”). By virtue of the SFO, Mr. Xu Xinhua is deemed to be
interested in 26,400,000 Shares held by Enjoy Charge Technology.

The percentage of shareholding was calculated based on the Company's total issued share
capital of 415,000,000 Shares as at 30 June 2020.

Save as disclosed above, as at 30 June 2020, none of the Directors and chief executives of

the Company had or was deemed to have any interests or short positions in the Shares,

underlying Shares or debentures of the Company or its associated corporations (within

the meaning of Part XV of the SFO) which was required to be recorded in the register

required to be kept by the Company pursuant to section 352 of the SFO, or which was

required, pursuant to the Model Code, to be notified to the Company and the Stock

Exchange, or as otherwise notified to the Company and the Stock Exchange pursuant to

the Model Code.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at 30 June 2020, to the best knowledge of the Directors, the following persons (other
than the Directors and chief executives of the Company) had or deemed or taken to
have an interest and/or short position in the Shares or the underlying Shares which are
required to be disclosed under the provisions of Division 2 and 3 of Part XV of the SFO
as recorded in the register required to be kept by the Company under section 336 of

SFO were as follows:
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Long positions in the ordinary shares of the Company RNAEAQAREBERNETE
Approximate
Number of Percentage of
Shares or Issued Share
Substantial Shareholders Capacity/Nature of Interests Securities held Capital®
HEBRTRAE
TERR 5%,/ ERtE BFEROZESHE BHBEDE
Fun Charge Technology!" Beneficial owner 94,500,000 22.77%
Fun Charge Technology!” BEREAAN
Happy Charge Technology® Beneficial owner 63,000,000 [5.18%
Happy Charge Technology® ERBEAAN
Cool Charge Technology® Beneficial owner 56,100,000 13.52%
Cool Charge Technology® EnBEBA
Mr. Huang Shaowu® Interest in controlled corporation 60,000,000 14.46%
ERRELEY R A E RS
China Charge Technology Limited® Beneficial owner 60,000,000 14.46%
China Charge Technology Limited® ERBEAAN
Enjoy Charge Technology® Beneficial owner 26,400,000 6.36%
Enjoy Charge Technology® EnBBA
Notes: Btz

(1) Mr. Huang Junmou is the director and beneficially owns 100% of the share capital of Fun

Charge Technology. By virtue of the SFO, Mr. Huang Junmou is deemed to be interested in

94,500,000 Shares held by Fun Charge Technology.
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(2)  Mr. Yang Hua is the director and beneficially owns [00% of the share capital of Happy
Charge Technology. By virtue of the SFO, Mr. Yang Hua is deemed to be interested in
63,000,000 Shares held by Happy Charge Technology.

(3)  Mr. Li Xiangcheng is the director and beneficially owns 100% of the share capital of Cool
Charge Technology. By virtue of the SFO, Mr. Li Xiangcheng is deemed to be interested in
56,100,000 Shares held by Cool Charge Technology.

(4)  Mr. Huang Shaowu is the director and beneficially owns 100% of the share capital of China
Charge Technology Limited (“China Charge Technology”). By virtue of the SFO, Mr. Huang
Shaowu is deemed to be interested in 60,000,000 Shares held by China Charge Technology.

(5 Mr. Xu Xinhua is the director and beneficially owns 100% of the share capital of Enjoy
Charge Technology. By virtue of the SFO, Mr. Xu Xinhua is deemed to be interested in
26,400,000 Shares held by Enjoy Charge Technology.

(6)  The percentage of shareholding was calculated based on the Company's total issued share
capital of 415,000,000 Shares as at 30 June 2020.

Save as disclosed herein, as at 30 June 2020, the Directors were not aware of any person
(other than the Directors and chief executive of the Company) who had an interest and
short position in Shares or underlying Shares as recorded in the register required to be

kept by the Company under Section 336 of the SFO.

DIRECTOR'’S INTEREST IN A COMPETING BUSINESS

During the six months ended 30 June 2020 and up to the date of this interim report,
none of the Directors or their respective associates (as defined in the Listing Rules) had
any interest in any business which were in competition or were likely to compete, either
directly or indirectly with the Group's business which needs to be disclosed pursuant to

Rule 8.10 of the Listing Rules.
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SHARE OPTION SCHEME

The Company adopted the share option scheme (the “Scheme”) prepared in accordance
with Chapter |7 of the Listing Rules on |4 December 2015 for the primary purpose
of providing incentives or rewards to eligible participants (the “Eligible Participants”) as
defined in the Scheme to recognise and acknowledge their contribution to the Group and

motivate them to higher levels of performance.

Certain provisions of the Scheme were amended and approved in the extraordinary
general meeting of the Company held on 4 November 2016, the definition of Eligible
Participants in the Scheme was amended to include the advisors, consultants, suppliers,
customers, distributors, business partners and such other persons who, in the opinion
of the Board, will contribute or have contributed to the Company and/or any of its

subsidiaries as participants eligible to participate in the Scheme.

Under the Scheme, the Board may, at its discretion, offer to Eligible Participants options (the
"“Options”) to subscribe for Shares subject to the terms and conditions stipulated in the

Scheme.

Subject to the terms and conditions of the Scheme, the maximum number of Shares in
respect of which Options may be granted under the Scheme and under any other share
option schemes of the Company must not in aggregate exceed 10% of the total number
of Shares issued on 7 January 2016, being 40,000,000 Shares, representing approximately
9.64% of the Company's issued share capital as at the date of this interim report, excluding
for this purpose Shares which would have been issuable pursuant to Options which have
lapsed in accordance with the terms of the Scheme (or any other share option schemes

of the Company).

Subject to earlier termination by the Company in general meeting or by the Board, the
Scheme shall be valid and effective for a period of |0 years from the date of its adoption.
Since the adoption of the Scheme and up to the date of this interim report, no option had

been granted, exercised, lapsed nor cancelled under the Scheme.
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For details of the Scheme, please refer to the section headed “Statutory and General
Information — F. Share Option Scheme” in Appendix IV to the Company's prospectus
dated 24 December 2015 (the “Prospectus”).

AUDIT COMMITTEE

The Company established the audit committee (the “Audit Committee”) with written
terms of reference in compliance with Rule 3.21 of the Listing Rules and paragraph C.3
of the CG Code. The primary duties of the Audit Committee are, among other things, to
review and supervise the financial reporting process, risk management and intemal control
system of the Group, oversee the audit process and select extemal auditors and assess
their independence and qualifications. The Audit Committee comprises three independent
non-executive Directors, namely Ms. Zhao Jinlin, Mr. Qian Haomin and Mr. Lin Zhangxi.
Ms. Zhao Jinlin is the chairlady of the Audit Committee and she is the independent

non-executive Director with the appropriate professional qualifications.

The Audit Committee, together with the external auditors of the Company, Deloitte
Touche Tohmatsu, have reviewed the unaudited consolidated interim results and the
interim report of the Company for the six months ended 30 June 2020 and agreed to the
accounting principles and practices adopted by the Company.

USE OF PROCEEDS FROM GLOBAL OFFERING

The Company's shares were listed on the Main Board of the Stock Exchange on 7 January
2016 and the Company raised net proceeds (after the exercise of the over-allotment
option and after deducting the underwriting fees, commissions and other expenses
payable by the Company in connection with the global offering) of approximately
HK$52.0 million. The utilisation of the net proceeds was in accordance with the proposed
allocations as set out in the section headed “Future Plans and Use of Proceeds” in the

Prospectus, and details are as follows:
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Total net
proceeds from Utilisedasat ~ Unutilised as at
the global 30 June 2020 30 June 2020  Expected timeframe for
offering Bz BZ  utilising the remaining
FRBE bt S 32 ZZZZF  unused net proceeds
Intended use of proceeds FRBE BFRBNE RA=tH RA=TH RBDANFBRERHE
from the global offering FIBRERERR 8 28R ABA NEHBARE
HK$ million HK$'million HK$'million  (Note i)
BEET BEET BB (M)
Enhance the Group's RIRBAEBHY 104 104 —  NATEH
brand recognition by AEEmEHRZ M
channel partners
Upgrade hardware and B R AR BT R i 10.4 8.5 19 By30june 2021 ZF=—
network infrastructure HFHR FRAZTHYZA
Software and research and B RMETIE 78 24 54 By30June 202l ZF=—
development activities FRA=THHEZA
Source mobile top-up REFHFEEREDR 104 96 08 By30june202l —T=—
credits FRA=THZZA
Potential acquisitions of BT EARERNER 78 — 78— (Note i)
businesses and assets RIS E TR B R — (BI&Fiin)
that are complementary SBREESEER
to the Group's business R RS
and operations, or HEBREENE
forming strategic alliance Wk
with value chain partners
General working capital —MREEER 52 52 —  NATEA
520 36.1 159
Notes: BiEE
0) The figures in the table are approximate figures. (i) RABTFHRIE -
(i) The expected timeline for utilising the remaining proceeds is based on the best estimation of (i REVAHPTSRIERTE S B R IBER A

the future market conditions made by the Group. It will be subject to change based on the
current and future development of market conditions.

(i) As of the date of this interim report, the Group had not identified, committed to or entered (iii)
into negotiations with any acquisition targets for the use of net proceeds from the global
offering, hence the Group has no specific expected timeframe for fully utilising such proceeds.
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The unutilised portion of the net proceeds is deposited in reputable banks in Hong Kong. PGB FRADRLIEFHREEESR
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Report on Review of Condensed Consolidated Financial Statements

LR

Deloitte.

TO THE BOARD OF DIRECTORS OF NNK GROUP LIMITED

PBRRNFRRE

(incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the condensed consolidated financial statements of NNK Group
Limited (the “Company”) and its subsidiaries (collectively referred to as the "Group”) set
out on pages 26 to 48, which comprise the condensed consolidated statement of financial
position as of 30 June 2020 and the related condensed consolidated statement of profit
or loss and other comprehensive income, statement of changes in equity and statement of
cash flows for the six-month period then ended, and certain explanatory notes. The Rules
Goveming the Listing of Securities on The Stock Exchange of Hong Kong Limited require
the preparation of a report on interim financial information to be in compliance with the
relevant provisions thereof and Hong Kong Accounting Standard 34 “Interim Financial
Reporting” (‘HKAS 34") issued by the Hong Kong Institute of Certified Public Accountants
(the "HKICPA"). The directors of the Company are responsible for the preparation and
presentation of these condensed consolidated financial statements in accordance with
HKAS 34. Our responsibility is to express a conclusion on these condensed consolidated
financial statements based on our review, and to report our conclusion solely to you, as
a body, in accordance with our agreed terms of engagement, and for no other purpose.
We do not assume responsibility towards or accept liability to any other person for the

contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on Review
Engagements 2410 “Review of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the HKICPA. A review of these condensed
consolidated financial statements consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance
with Hong Kong Standards on Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant matters that might be identified

in an audit. Accordingly, we do not express an audit opinion.

24 NNK Group Limited
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Report on Review of Condensed Consolidated Financial Statements

HRGRS M BERROFHMARE

CONCLUSION g

Based on our review, nothing has come to our attention that causes us to believe that the ENEENEN BEVERBRSEEHES
condensed consolidated financial statements are not prepared, in all material respects, in PGS BRREANEATBAERESR
accordance with HKAS 34, SRR 4R EAEIE -

Deloitte Touche Tohmatsu mE o MER ST

Certified Public Accountants HESIM

Hong Kong e

28 August 2020 —TZZFNAZTNA
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

FRGReEEREMEERER

For the six months ended 30 June 2020
AP _E-FENA=FHILAEA

Six months ended 30 June

BEAA=THLAEA

2020 2019
—BCEE —ZhF
RMB’000 RMB'000
ARBTRT ARETT
NOTES (Unaudited) (Unaudited)
PifaE (REER)  (REFER)
Revenue Wi 4 39,097 25,124
Less: Tax surcharge B AR (332) (1
Cost of revenue W g A AR (9,043) (10,520)
Gross profit E7 29,722 14,603
Other income and expenses H A KR 4,053 3,468
Distribution and selling expenses DIHNIHERX (2210) (4361)
Administrative expenses TBFAX (10,583) (9,164)
Research and development expenses MEFS (2,870) (3341)
Finance costs BIBE AR 5 (570) (854)
Profit before tax BRI A 6 17,542 351
Income tax expense PSRRI U _ _
Profit and total comprehensive income HIRE A R 2 E R AR
for the period 17,542 351
Total comprehensive income attributable to ARREB ARG ER A
owners of the Company 17,542 351
Eamings per share FRET 9
— Basic (RMB cents) —ER(AREBS) 423 008
26 NNK Group Limited
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Condensed Consolidated Statement of Financial Position

AR B AR &

At 30 June 2020
RoFEZFENA=1H

30 June 3| December
2020 2019
g 222 —T-NEF
AA=tH +tZA=1+—H
RMB’000 RMB'000
ARBT TR AREFT
NOTES (Unaudited) (Audited)
FisE (REER) (k&%)
Non-current assets FRBEE
Property, plant and equipment WmE - BERSE [0 1,160 1,543
Right-of-use assets (EREEE 10 2,348 2,950
Rental deposits HERE 185 185
Deferred tax assets ERHEEE [ 600 600
4,293 5278
Current assets REBEE
Inventories 7E 13,557 22,008
Trade receivables B SR 12 116,235 105910
Prepayments, deposits and other receivables BB - ke REMEKTE 41,089 29,527
Tax recoverable AU EIFIE 2,307 -
Cash and cash equivalents RekReEED 87,231 117,329
260,419 274774
Current liabilities RBEE
Trade payables BHENTIE 13 18,219 25,999
Other payables Hith BT 50A 39,527 44,055
Lease liabilities HERE 1,009 LI
Bank borrowings RITIER 14 = 20,000
Tax liabilities HIEBE — 8
58,755 91,173
Net current assets MBEEFE 201,664 183,601
Total assets less current liabilities BEERRDER 205,957 188,879
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Condensed Consolidated Statement of Financial Position

RS MR R &

At 30 June 2020
RoFE-FFENA=+H

30 June 3| December
2020 2019
—ECEE “E-NF
AB=tH +=ZA=+—H
RMB’000 RMB'’000
ARETR ARETT
NOTES (Unaudited) (Audited)
FsE (REER) (%)
Non-current liabilities *rRBEE
Lease liabilities HEaR 1,486 1,950
Deferred tax liabilities ERERERE I 7,936 7936
9,422 9,886
Net assets BEFE 196,535 178,993
Capital and reserves EXRRE
Share capital BRA 5 27,221 27221
Reserves B 169,314 151,772
Total equity fEn 196,535 178,993
28 NNK Group Limited
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Condensed Consolidated Statement of Changes in Equity

ERGEEREB R

For the six months ended 30 June 2020
BE-FE-FFENA=THIANEA

Attributable to owners of the Company

LN 2PN T
Share Share Capital Statutory Retained
capital premium reserve reserves earnings Total
TN REE ERRE EE A REBR st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTRE ARETR AR%Trn AR®TR ARBTRT AR%T:R
At 1 January 2019 (audited) W-E-NE-A-B 721 38037 46510 10340 56220 178328
(FER)
Profit and total comprehensive HRENREERREE
income for the period (REEZ)
(unaudited) - - - — 351 351
At 30 June 2019 (unaudited) RZE-NER A=TH 27221 38,037 46,510 10,340 56,571 178,679
(REE%)
At | January 2020 (audited) RZZZZTF-A-H 27221 38,037 46510 10,340 56,885 178993
(BER)
Profit and total comprehensive HMRENRZERREE
income for the period (REEZ)
(unaudited) - — — - 17542 17,542
At 30 June 2020 (unaudited) 27221 38,037 46510 10,340 74427 196,535
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Condensed Consolidated Statement of Cash Flows

BRGERTRER

For the six months ended 30 June 2020
AP _E-FENA=FHILAEA

Six months ended 30 June

BEANA=tHILAEA

2020 2019
—g-BF -—TN%
RMB’ 000 RMB'000
AR®TR ARBTT
(Unaudited)  (Unaudited)
(REER) (REER)
OPERATING ACTIVITIES REEE
Profit before tax PR A& A 17,542 351
Adjustments for: AE
Finance costs BT 570 854
Depreciation of right-of-use assets FREEERE 602 437
Depreciation of property, plant and equipment ME - BERRETE 409 441
Recognition of impairment loss in respect of trade receivables B H RN IERRREER 25 —
Interest income FSMA (674) (1,403)
Unrealised net exchange gains RERINEW 1 FER (360) (85)
Gain on disposal of property, plant and equipment HEME - BEREHERE — )
Operating cash flows before movements in working capital LEESEBRILERERE 18,114 593
Decrease in inventories FERD 8,451 5875
Increase in trade receivables B 5 REMRIEL (10,350) (3338)
(Increase) decrease in prepayments, deposits and FERNFIE - ke REAMEK
other receivables KR (B ) md (11,562) 22,009
Decrease in trade payables B RN IR (7,780) (12,390)
Decrease in other payables Hip AR (4,528) (9,876)
Cash (used in) generated from operations REEE (TR isRe (7,655) 2,873
Taxation paid BENHE (2,315) —
NET CASH (USED IN) FROM OPERATING ACTIVITIES RETH (FTA) MBRELFH (9,970) 2873
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Condensed Consolidated Statement of Cash Flows
Fkﬂﬂ 2 = Iﬁ@l)lb%%‘%

For the six months ended 30 June 2020
BE-FE-FFENA=THIANEA

Six months ended 30 June

BEANA=tHILAEA
2020 2019
—B-BE -T N5
RMB’ 000 RMB'000
ARBTR AR®ETT
(Unaudited)  (Unaudited)
(REER) (REER)

INVESTING ACTIVITIES REEE

Interest received P ACRILE 674 1,403

Withdrawal of structured products AR EmD 1,197,900 1,556,110

Placement of structured products flE&EER (1,197,900) (1,556,110)
Purchase of property, plant and equipment BEWE  BENRE (26) (53)
Proceeds from disposal of property, plant and equipment HEWE - BE RREREHIE — 8

NET CASH FROM INVESTING ACTIVITIES REGBREHREFE 648 1,358

FINANCING ACTIVITIES MEEH

Proceeds from bank borrowings RITIERATETIE 80,000 20,000

Repayment of bank borrowings BERITIER (100,000) (40,000)
Interest paid ERHE (570) (854)
Repayment of leases liabilities EEREARE (566) (375)
NET CASH USED IN FINANCING ACTIVITIES METBRARLSTE (21,136) (21,229)
Net decrease in cash and cash equivalents Be R eEBMR#HE (30,458) (16998)
Cash and cash equivalents at the beginning of the period HURe RS EEY 117,329 115822
Effect of foreign exchange rate changes HNEE R E B E 360 85
Cash and cash equivalents at the end of the period HRRe KRS EEY 87,231 98,909
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Notes to the Condensed Consolidated Financial Statements

L ER= b S e

For the six months ended 30 June 2020
gé_‘t Y—gﬁ’r/\ﬁ +E‘M_/\/ﬁﬁ

GENERAL

The Company was incorporated as an exempted company with limited liability
in the Cayman Islands and its shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). The Company's registered
office is located at PO Box 309, Ugland House, Grand Cayman, KYI- 1104, Cayman
Islands. The address of its principal place of business is 5/F, Building F5, TCL
Interational E City, No.1001 Zhongshan Yuan Road, Nanshan District, Shenzhen,
the People’s Republic of China (the “PRC"). The Company is an investment holding
company. The principal activity of the Group is engaged in providing mobile top-up

service to mobile subscribers in the PRC.

The condensed consolidated financial statements are presented in Renminbi
(‘RMB"), which is the same as the functional currency of the Company and its

subsidiaries.

BASIS OF PREPARATION

The condensed consolidated financial statements have been prepared in
accordance with Hong Kong Accounting Standard 34 “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA™)
as well as with the applicable disclosure requirements of Appendix |6 to the Rules

Governing the Listing of Securities on the Stock Exchange.
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Notes to the Condensed Consolidated Financial Statements

BASIS OF PREPARATION (continued)

The mobile top-up service provided by the Group is prohibited and restricted from
foreign investment in the PRC pursuant to the applicable PRC laws and regulations.
In preparation for the listing, the Group has adopted a series of contracts with Mr.
Huang Junmou, Mr. Yang Hua, Mr. Li Xiangcheng, Mr. Xu Xinhua and Mr. Huang
Shaowu (collectively referred to as the “Relevant Shareholders”) (the “Structured
Contracts”) and Shenzhen Niannianka Network Technology Co, Ltd. (“Shenzhen
NNK") to maintain and exercise the control over the operation of Shenzhen
NNK; and to obtain its entire economic benefits. The Structured Contracts are

irevocable and enable the Group to:

. exercise effective financial and operational control over Shenzhen NNK;

. exercise equity holders' voting rights of Shenzhen NNK;

. receive substantially all economic returns generated by Shenzhen NNK in
consideration for the business support, technical and consulting services
provided by the Group;

. obtain an irrevocable and exclusive right to purchase the entire equity

interest in Shenzhen NNK from the Relevant Shareholders; and

. obtain a pledge over the entire equity interest of Shenzhen NNK from the
Relevant Shareholders as collateral security for all of Shenzhen NNK' due
to the Group and to secure performance of the Relevant Shareholders’

obligations under the Structured Contracts.

The Company does not have any equity interest in Shenzhen NNK. However, as a
result of the Structured Contracts, the Company has power over Shenzhen NNK
which has rights to variable returns from its involvement with Shenzhen NNK and
has the ability to affect those returns through its power over Shenzhen NNK and
therefore is considered to have control over Shenzhen NNK. Consequently, the
Company regards Shenzhen NNK as an indirect subsidiary and consolidated the
financial position and results of Shenzhen NNK in the condensed consolidated
financial statements of the Group during both periods.

RS P AR

For the six months ended 30 June 2020
BE-FE-FFENA=THIANEA
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Notes to the Condensed Consolidated Financial Statements

L ER= b S e

For the six months ended 30 June 2020
AP _E-FENA=FHILAEA

3. PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared on the

historical cost basis.

Other than additional accounting policies resulting from application of amendments
to Hong Kong Financial Reporting Standard (“HKFRSs"), the accounting policies and
methods of computation used in the condensed consolidated financial statements

for the six months ended 30 June 2020 are the same as those presented in the

Group's annual financial statements for the year ended 31 December 2019.

Application of amendments to HKFRS

In the current interim period, the Group has applied the Amendments to Reference
to the Conceptual Framework in HKFRS Standards and the following amendments
to HKFRSs issued by the HKICPA, for the first time, which are mandatorily effective

for the annual period beginning on or after | January 2020 for the preparation of

the Group's condensed consolidated financial statements:

Amendments to HKAS | and HKAS 8 Definition of Material
EREHENE K RBEBSFTERNFESIR BFTA) EANTEE

Amendments to HKFRS 3

Amendments to HKFRS 9, HKAS 39 and HKFRS 7

PSR SR BT HRAERTA

The application of Amendments to Reference to the Conceptual Framework in
HKFRS Standards and the amendments to HKFRSs in the current period has had
no material impact on the Group's financial positions and performance for the

current and prior periods and/or on the disclosures set out in these condensed

consolidated financial statements.
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Notes to the Condensed Consolidated Financial Statements

PRINCIPAL ACCOUNTING POLICIES (continued)

Application of amendments to HKFRSs (continued)

Impacts of application on Amendments to HKAS | and HKAS 8 Definition of
Material

The amendments provide a new definition of material that states “Information is
material if omitting, misstating or obscuring it could reasonably be expected to
influence decisions that the primary users of general purpose financial statements
make on the basis of those financial statements, which provide financial information
about a specific reporting entity.” The amendments also clarify that materiality
depends on the nature or magnitude of information, either individually or in
combination with other information, in the context of the financial statements taken

as a whole.

The application of the amendments in the current period had no impact on the

condensed consolidated financial statements.

RS P AR

For the six months ended 30 June 2020
BE-FE-FFENA=THIANEA
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Notes to the Condensed Consolidated Financial Statements

L ER= b S e

For the six months ended 30 June 2020
AP _E-FENA=FHILAEA

4. REVENUE AND SEGMENT INFORMATION

Disaggregation of revenue from contracts with customers

4.

Wi K 2 EE R
EFENREL T

Six months ended 30 June

BEAA=tHLAEA
2020 2019
—RIRE TR
RMB’000 RMB'000
ARBTRT ARBTT
(Unaudited)  (Unaudited)
(REER) (REER)

Type of service PR 5

Mobile top-up service FRAEERERS 38,486 24522

Mobile data usage top-up service FHRETER 434 379

Others Hit 177 223
39,097 25,124

The Group provides the mobile top-up and mobile data usage top-up service
by facilitating transactions between the PRC telecommunication companies and
mobile subscribers, and accordingly recognises revenue derived from such services
on net basis. Mobile top-up service income is received from the mobile subscribers,
net of cost of mobile top-up credits sourced from the PRC telecommunication
companies or vendors. Mobile top-up service income s recognised when the PRC
telecommunication companies completed the mobile top-up service for the mobile

subscribers, being at the point of time when the mobile subscribers have the ability

to direct the use of the service and obtain the benefit of the service.
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Notes to the Condensed Consolidated Financial Statements

REVENUE AND SEGMENT INFORMATION (continued)

Segment information

HKFRS 8 “Operating Segments” requires operating segments to be identified on
the basis of internal reports about components of the Group that are regularly
reviewed by the executive directors, the chief operating decision maker (the
“CODM"), in order to allocate resources to the segments and to assess their

performance.

The CODM reviews the Group's profit as a whole, which is generated from the
provision of mobile top-up service by the Group to customers and determined
in accordance with the Group's accounting policies, for performance assessment.

Therefore, no separate segment information is prepared by the Group.

Geographical information
All of the Group's revenue and assets are principally derived from customers in the

PRC and located in the PRC, no geographical segment information is presented.

Information about major customers
There was no revenue from individual customers of the Group’s operations

contributing over 10% of the total revenue of the Group during both periods.

FINANCE COSTS

RS P AR

For the six months ended 30 June 2020
BE-FE-FFENA=THIANEA

Wi KD EHEFR (&)

2 EER
BEMBHMELEINESHEELLEDH R
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([EEREREE ) CHEHOAEA
SESAERE DA IBIRE BBE LD
2 ARDED BB R RFHEERR -

TERERRERMAKERRER
AEERRENELEAREREFE
HIRBERERS  LRAKES
BREE AMERIRAFE » Hit - NEE
WEBRED EBER

HELH
AEERARGEERRETEEFME
ENEEURNTE - REE2H0ES
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KW ESRRE  REEXRBF I EREE
— Pl EHARE R EREARE
A10% e

B R

Six months ended 30 June

BEAA=THILAEA

2020 2019
—g-BEF -—TN%
RMB’000 RMB'000
AR®BTR ARETT
(Unaudited)  (Unaudited)
(REER) (REER)
Interest on bank borrowings RITIERFE 488 775
Interest on lease liabilities MEEENES 82 79
570 854
FEREEFRAA

2020 HAsR 5
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Notes to the Condensed Consolidated Financial Statements

L ER= b S e

For the six months ended 30 June 2020
AP _E-FENA=FHILAEA

6. PROFIT BEFORE TAX 6. BRBANZR

Six months ended 30 June

BEAA=THILAEA

2020 2019
—®-%F -—T-NF
RMB’ 000 RMB'000
AR®TR ARBTE
(Unaudited)  (Unaudited)
(REER) (REER)
Profit before tax has been arrived at BREE AR A T IR (FEA)
after charging (crediting): T RIERGH -
Directors’ emoluments E=He 1,506 1,489
Salaries and other benefits, excluding those of directors T & REAEF (TRIFEE) 5,783 5961
Retirement benefits schemes contributions,
excluding those of directors BB EIER (T RREES) 401 939
Total staff costs B TR 7,690 8389
Depreciation of property, plant and equipment mE - BERRBTE 409 441
Depreciation of right-of-use assets EREEENE 602 437
Recognition of impairment loss in respect of
trade receivables T8 S EUGIEER R EEE 25 -
Short-term lease expenses REHHER — 364
Interest income FBUA (674) (1,403)

NNK Group Limited
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7.

Notes to the Condensed Consolidated Financial Statements

RS P AR

For the six months ended 30 June 2020
BE-FE-FFENA=THIANEA

INCOME TAX EXPENSE 7. FEEEX
Six months ended 30 June
BEAA=THLAEA
2020 2019
—BIRF _TNF
RMB’000 RMB'000
AR®BTR ARETT
(Unaudited)  (Unaudited)
(REER) (REER)
Current tax: BNEARLTE -

— PRC Enterprise Income Tax (‘EIT")

— Hong Kong - &%

— REIREMER ((REMED]) — —

The Company was incorporated in the Cayman lIslands and is exempted from

income tax.

Hong Kong

On 21 March 2018, the Hong Kong Legislative Council passed The Inland Revenue
(Amendment) (No. 7) Bill 2017 (the “Bill"") which introduces the two-tiered profits
tax rates regime. The Bill was signed into law on 28 March 2018 and was gazetted
on the following day. Under the two-tiered profits tax rates regime, the first Hong
Kong dollar (HK$) 2 million of profits of the qualifying group entity will be taxed at
8.25%, and profits above HK$2 million will be taxed at 16.5%. The profits of group
entities not qualifying for the two-tiered profits tax rates regime will continue to be

taxed at a flat rate of 16.5%.

The applicable tax rate of the subsidiaries of the Company in Hong Kong is 16.5%.
No provision for Hong Kong Profits Tax was made in the condensed consolidated

financial statements, as no assessable profit was generated in Hong Kong.

ARB TSR S MK LR RHMR
FrgHE

e
RZZF-N\E=ZA=-+—8 BB LR
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ER-_Z-N\F=A-+\BLEBRAZE
7 YREBERTE - BREMNGHMRS - &
BREEE2HEBTATINHER8.25%
MR B BB TR ER165% T
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Notes to the Condensed Consolidated Financial Statements

B ER S M1 MRt

For the six months ended 30 June 2020
AP _E-FENA=FHILAEA

INCOME TAX EXPENSE (continued)

The PRC

Under the Law of the PRC on Enterprise Income Tax (the “EIT Law") and
Implementation Regulations of the EIT Law, the tax rate of the PRC subsidiaries is
25% for the six months ended 30 June 2019 and 2020.

In January 2016, Daily Charge Technology (Shenzhen) Limited (Daily Charge SZ"),
a wholly foreign-owned enterprise of the Company, was accredited as a software
enterprise by the Shenzhen Software Industry Association, and therefore could
enjoy an income tax exemption for two years starting from its first profit-making
year and a 50% tax reduction to an income tax rate of 12.5% for the subsequent
three years. Daily Charge SZ generated no assessable profit for the six months
ended 30 June 2019 and 2020.

No provision for the PRC EIT was made in the condensed consolidated financial
statements, as the assessable profit was absorbed by tax loss or no assessable profit

was generated by the relevant subsidiary of the Company.
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Notes to the Condensed Consolidated Financial Statements

RS P AR

For the six months ended 30 June 2020
BE-FE-FFENA=THIANEA

DIVIDENDS 8. KRE

No dividends were paid, declared or proposed for the six months ended 30 June WERHE S -_EFR-_FE-—NFEAX

2020 and 2019. A=TREREARN - SRS ZEK
Be

EARNINGS PER SHARE 9. BREF

The calculation of the basic and diluted earnings per share attributable to owners of NAEIEA NELGRER LB SR

the Company is based on the following data: DERATEEAE

Six months ended 30 June

BEAA=tHLAEA
2020 2019
—RIRE TR
RMB’000 RMB'000
ARBTRT ARBTT
(Unaudited)  (Unaudited)
(REER) (REER)

Eamnings for the purpose of basic and diluted earnings SEREARREE RS HEF

per share:
— Profit for the period attributable to owners — RNARHEAAEERAET
of the Company 17,542 351

Number of shares

BAOBE
Six months ended 30 June

BEANA=THILAREA

2020 2019
—2-%F —T-AF
’000 '000
I Fil

(Unaudited)  (Unaudited)
(REER) (REER)

Weighted average number of ordinary shares for the HRERERREERF NS 6B

purpose of basic and diluted earnings per share IETE 415,000 415,000
No diluted eamings per share for the six months ended 30 June 2020 and 2019 AR EEEEBTETAR  REEZE
was presented as there were no potential ordinary shares in issue. TECEFELRE-NESNA=THIE

NEALEZREREERH -
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ELzER

IR M

For the six months ended 30 June 2020
AP _E-FENA=FHILAEA

10.

PROPERTY, PLANT AND EQUIPMENT AND RIGHT-OF-USE ASSETS
Property, plant and equipment

During the current interim period, the Group paid approximately RMB26,000
(unaudited) (six-month period ended 30 June 2019: RMB53,000 (unaudited)) for

the acquisition of property, plant and equipment to expand its operation.

During the period ended 30 June 2019, the Group disposed certain plant and
machinery with an aggregate carrying amount of approximately RMB6,000
(unaudited) for proceeds of approximately RMB8,000 (unaudited), resulting in gain
on disposal of property, plant and equipment of RMB2,000 (unaudited).

Right-of-use assets

For six months ended 30 June 2020 and 2019, the Group leases land and buildings
in the PRC for its operations. Lease contracts are entered into for fixed lease terms
of | yearto 4 years. Lease terms are negotiated on an individual basis and contain a

wide range of different terms and conditions.

During the current interim period, change of the Group's right-of-use assets
represents depreciation amount to approximately RMB602,000 (six-month period
ended 30 June 2019: RMB437,000 (unaudited)).
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Notes to the Condensed Consolidated Financial Statements

RS P AR

For the six months ended 30 June 2020
BE-FE-FFENA=THIANEA

1. DEFERRED TAXATION 1. IEEHE
The following is the analysis of deferred tax balances for financial reporting T AAERKRE B NRRERIES
pUrposes: RO

30 June 31 December
2020 2019
S A
AA=tHA tZA=1—H

RMB’000 RMB'000
AR®TR ARETT
(Unaudited) (Audited)
(REER) (RER)
Deferred tax assets ERENIERE (600) (600)
Deferred tax liabilities EEHBERE 7,936 7936
7,336 7336
The followings are deferred tax liabilities (assets) recognised and movements AT RRNE B KB T BRI P R IR
thereon during the current and preceding periods: HERE(BE ) NEES
Taxable
Allowance management
of credit losses fee income of
of Shenzhen NNK  Daily Charge SZ Total
RRZEFY
RN FEF I FEERBL
NEEBREE EEERA st
RMB’ 000 RMB’ 000 RMB’000

ARBTR ARBTR ARBTR

At 31 December 2019 (audited) and RZZE-NF+A=1+—H
30 June 2020 (unaudited) (REZ) L _ZT_TF
NA=THCGREER) (600) 7936 7336
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L ER= b S e

For the six months ended 30 June 2020
AP _E-FENA=FHILAEA

DEFERRED TAXATION (Continued)

Under the PRC EIT Law, withholding tax is imposed on dividends declared in
respect of profits eared by PRC subsidiaries from | January 2008 onwards. As at
the end of the current interim period, the aggregate amount of taxable temporary
differences associated with undistributed eamings of subsidiaries for which deferred
tax liabilities have not been recognised amounted to RMB159,018,000 (unaudited)
(31 December 2019: RMB139,032,000). No deferred tax liability has been
recognised in respect of these taxable temporary differences because the Group is
in a position to control the timing of the reversal of the temporary differences and

it is probable that such differences will not be reversed in the foreseeable future.

EAEBIE (&)

BEFBECEMEHE  BZTTN\F
—A—HE  FHRENE QR R
FERAR S ABUBTERIR o WA H]
HEAK - BB ARARS KA EEN
ERANERZEEE (UERERIE
LERIEEE) RARE159,018,0007T (K
mEZ) (ZE-NEF+-RA=+—8:
AR 139,032,0007T) ° ARAANEE AL
THEOEREENER  BZSEE
ARG N AT TE R AR R R - M &
RZEEAVENEERRARLENIAA

&
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TRADE RECEIVABLES 12. EZEWRE
The following is an aged analysis of trade receivables net of allowance for credit T RNE WS ARBIEAIRE RS B
loss presented based on the date of service provided and revenue recognised, at RS R W 256 8 5 IR IE
the end of each reporting period: (MR EEBERE) R DT
30 June 31 December
2020 2019
— —T-NF
AA=tR tZA=1—H
RMB’ 000 RMB'000
AR®T R ARETT
(Unaudited) (Audited)
(REER) (REZ)
0 —30 days 0&30K 92,180 98,429
31 - 60 days 31 260K 6,343 2,312
Over 60 days 60K £ 17,712 5,169
116,235 105910
Trade receivables mainly represent receivable from financial institutions in relation BHRKRETERRRTFREERE
to the mobile top-up service which the settlement period is normally within | day R M & mEEKIRTIE - SEHR
from transaction date. Due to deepening cooperation with major PRC banks for FRXHBEIRA - AREREEE
their promotion activities, the Group has granted credit period of 30 to 60 days medr B RERTIARGE - ARED
to certain customers based on the invoice date. For the corporate customers, the EERRABRETEFRL30E0KRN
credit period was about 30 to 60 days granted by the Group based on the invoice ERH - URERER - ARERER
e A FAI30 B ORI -
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TRADE RECEIVABLES (Continued)

Included in the Group’s trade receivable balance are debtors with aggregate carrying
amount of RMB6,557,000 (unaudited) (31 December 2019: RMB4,924,000) which
are past due as at the reporting date. The Group does not hold any collateral over

these balances.

The basis of determining the inputs and assumptions and the estimation techniques
used in the condensed consolidated financial statements for the six months ended
30 June 2020 are the same as those followed in the preparation of the Group's

annual financial statements for the year ended 31 December 2019.

During the current interim period, the Group provided impairment allowance of

RMB25,000 (six months ended 30 June 2019: nil).

TRADE PAYABLES
The following is an aged analysis of trade payables presented based on the date of

service provided, at the end of each reporting period:

12.

RS P AR

For the six months ended 30 June 2020
BE-FE-FFENA=THIANEA

BESEWFRE (&)

AEENE ZHERBRBERT  BER
mEBHCARMERER  FEEE
B A NR#6,557,0007T (REEZ)
(Z2—NE+=-A=+—H8: AR¥
4,924,0007C) ° AEE N Mt A E A
BAEMERY -

BE-ZT-ZFAA=-THLAEAS
R A M BHREATBRASERER
HETEEARMGERMERRASE
BE-ZT-NE+-_A=1+—HILEE
K FEIBRRETRAERR

PR - REBFHEREREA
R#25000T (BE-_E—hFEA A=
THIEAER E) -

BEZENFR
AT AREREMRIRIH RS B H
2B ZRNFIRARE DT -

30 June 31 December

2020 2019

— —T-NF

AA=tR tZA=1—H

RMB’ 000 RMB'000

ARBTR ARETT

(Unaudited) (Audited)

(REER) (REZ)

0to 90 days 0Z290K 2,275 3,723
91 to 180 days 91 E2 180K 817 1,250
181 to 360 days 181 360K 15,127 21,026
18,219 25999
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L ER= b S e

For the six months ended 30 June 2020
AP _E-FENA=FHILAEA

14.  BANK BORROWINGS 14.

No bank borrowings are outstanding as at 30 June 2020. As at 3| December 2019,
the bank borrowings carry floating rate which is based on benchmark interest rate
of the People’s Bank of China and the effective interest rate of which is 5.90% per

annum and the bank borrowings are repayable within one year.

During the current interim period, the Group obtained new bank borrowings
amounting to RMB80,000,000 (unaudited) (six-month period ended 30 June
2019: RMB20,000,000 (unaudited)) and repaid bank borrowings amounting
to RMB100,000,000 (unaudited) (six-month period ended 30 June 2019:
RMB40,000,000 (unaudited)).

5. SHARE CAPITAL I5.

The share capital at 30 June 2020 and 3| December 2019 represented the share

capital of the Company. Details of movements of authorised and issued capital of

IRITER
RZE-_EFA=+HTETMEE
BIRTER -R-_E-—NE+=-A=1+

—H - RITEFRENTBARRTE

EFRETFNZEHFETE  BEEF
KE590% ° SRITEAER—FREE -

AR ERERR - NEBBEITILRITE
FARE80,0000007T (REHEZ) (B2

—hWEANA=THIENEARRE :
AE#20,000,0007T (REEZ)) - WIE
%ﬁﬁ%ﬁAEmmmwmwﬂﬁm
B (BEZZ-NFR A=THLR
MH%ﬁ:AE%mmmmwﬂﬁﬁ%
%)) -

JEE
RIF-ZFERA=THR-T-NF
T2 A=+ BRBRAEARRIRA

the Company are as follow: BAARANEE REBITRANEEH
IBEZIAT -
Number of Number of ssued and fully
authorised issued paid share capital
shares shares ERTRAMRRE
EE 5550 us$ RMB’000
RHO#E BRO#E En  AR¥TR
Asat | January 2019 (audited), 30 June 2019 R=ZT—NF—F—H (EF%) -
(unaudited), | January 2020 (audited) “E-NFRA=TH
and 30 June 2020 (unaudited) (REEER) —T-FF
—A-B(EER) R
—Z-TFA=1H
(REER)
— Ordinary shares of US$0.01 each - LRREREECOIET 2,000,000000 415,000,000 4,150,000 27221
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16. RELATED PARTY TRANSACTIONS

@)

(b)

Compensation of key management personnel
The remuneration of key management personnel which represents the
directors of the Company and key executives of the Group during the

period were as follows:

LR

PR R T

For the six months ended 30 June 2020
BE-FE-FFENA=THIANEA

6. BBAERS

(@)

FTEEBEABNHE

B TEEEAR EAATE
ERALELEAHAR) BBE
mr -

Six months ended 30 June

BEAA=tHLAEA

2020 2019

—BCRF —_TNF

RMB’000 RMB'000

AR®TR ARETT

(Unaudited)  (Unaudited)

(REE®) CREER)

Salaries and other short term benefits e MEMEEET 2,346 2240
Retirement benefit schemes contributions RIKEFFTEI R 69 108
2,415 2,348

The remuneration of directors and key executives is determined having

regard to the performance of individuals and market trends.

Guarantee

As at 30 June 2020, the Group's unsecured bank borrowings facilities
amounting to RMB50,000,000 were guaranteed by the Company, Daily
Charge SZ, Mr. Huang Junmou and Mr. Yang Hua who were substantial
shareholders of the Company. No utilisation of such facility as at 30 June

2020.

As at 31 December 2019, the Group's unsecured bank borrowings facilities
were guaranteed by the Company, Daily Charge SZ, Mr. Huang Junmou and
Mr. Yang Hua who were substantial shareholders of the Company, to the

extent of RMB50,000,000, of which RMB20,000,000 was utilised.

%%&I%ﬁﬁAEWM%B%%

BARRRTSBEE

TR
—viqu/\ﬁ +EI $E
EREEARTERREARY

50,000,000TCH AR A « KAFER
Y BEFREERGERE (BAR
ARBFERE) ER - KT
TENAZTHLEHAZRE -

—NE+ZRA=
BERRITEFREHAD
AEFAN - BRERER
EE4E (BDREARAIZERE)
ER - LA R%50,000,0007 A
R HEh AR%20,000,000CEE

+—A K
i
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ERRE M IR R

For the six months ended 30 June 2020
AP _E-FENA=FHILAEA

17.  SHARE OPTION SCHEME

On 14 December 2015, the Company conditionally adopted a share option scheme
pursuant to a resolution passed by its then shareholders on 14 December 2015,
for the primary purpose of providing incentives or rewards to eligible employees,

non-executive directors of the Company and other selected participants.

The principal terms of which are summarised in the section headed “Statutory and
General Information — F. Share Option Scheme” in Appendix IV to the Company's
prospectus in respect of the listing of the shares of the Company on the Stock
Exchange dated 24 December 2015. As at 30 June 2020 and 31 December 2019,

no share option was granted.
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