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Financial Summary

MBEHE

Year ended December 31,

BE+T-A=1T—HLHFE

2023 2022
—E-=F —E-F
RMB’000 RMB’000

AR®TR ARETIT

Revenue WS 440,550 323,964
Gross profit E7 83,827 95,550
Profit before tax BREE A& 34,456 33,234
Profit for the year attributable to
owners of the parent B AREB AEEF AR 25,493 28,504
Adjusted net profit TR GER BB RS £
(non-HKFRS measure)” EHE) 36,014 51,040
As of December 31,
BEZ+=-—A=+—H
2023 2022
—EC=F —E-_F
RMB’'000 RMB’000
ARET T AREFIT
Assets: BE
Non-current assets EMBNEE 28,147 13,034
Current assets TENEE 322,622 345,652
Total assets BEHAE 350,769 358,686
Equity and liabilities: EakAE:
Total equity AT 268,377 256,084
Non-current liabilities EmBEE 927 214
Current liabilities ik 2=V 81,465 102,388
Total liabilities BEHE 82,392 102,602
Total equity and liabilities ExkEEAE 350,769 358,686
Note: Pzt :
(1 Equity-settled share option expenses and listing expenses were not (1) ARSI A S R BRI S & E TR B ST R A A IE

included in non-HKFRS financial measure.
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On behalf of the Board of Howkingtech International Holding
Limited, | am pleased to announce the consolidated results of the
Group for the year ended December 31, 2023.

Entering 2023, the global operating environment remained
uncertain and the economy of the PRC recovered at a pace slower
than expected. Nevertheless, as a national strategic emerging
industry, the loT industry is a hot spot for economic growth and
scientific and technological development in the PRC. Riding on the
growing loT market in the PRC and leveraging on its strong product
competitiveness and solid customer relationships, the Group
maintained its business development momentum in 2023. The
Group continued to record revenue growth in 2023 by successfully
capturing the great potential in the PRC loT market through its
one-stop solution, diversified product portfolio and prompt service
delivery. After achieving approximately 70.9% revenue growth in
2022, the Group continued its business momentum, with revenue
increasing by approximately 36.0% from approximately RMB324.0
million in 2022 to approximately RMB440.6 million in 2023.
However, the competition has been intensifying dramatically due to
domestic economic uncertainty. The Group's adjusted net profit of
the Group was approximately RMB36.0 million in 2023, as
compared to approximately RMB51.0 million in 2022.

As a PRC provider for data transmission and processing services for
loT applications and telecommunication equipment, the Group has
been able to forge ahead in the challenging economic environment
in the PRC during the year, implementing prudent and solid
business strategies and actively exploring the business of China’s
loT market. In terms of revenue by business segment, the Group
retained stable growth during the year in the data transmission and
processing services for loT applications. The Group focused on
assisting customers to realize and optimize their digitalization by
providing professional and tailored communication technology
solutions. The Group has introduced a range of solutions in the
private network domain, including next-generation smart
emergency response, smart city, smart park, smart venue, smart
government affairs, and industrial Internet. The revenue from data
transmission and processing services for loT applications increased
by approximately 59.7%, from approximately RMB238.1 million in
2022 to approximately RMB380.3 million in 2023.
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In 2024, it is expected that the more complex and volatile external
macro environment, rising competition in information and
telecommunication industry and accelerating the changes of
technology will present opportunities and challenges to the
industry and the Group. In addition to consolidating its operational
results, the Group will continue to implement prudent and solid
business development strategies, seize new opportunities in the
market, strengthen independent research and development
capabilities, actively study advanced technologies in the 5G era,
and further upgrade and improve data transmission services. In
addition, the Group will continue to implement effective
operational management policies as well as cost control measures
to promote the sustainable and healthy development of the
Group's business. In the coming year, the Group will strive for
better operating performance and continue to enhance corporate
value to reward society and the Shareholders.

Finally, on behalf of the Board, | would like to express my sincere
gratitude to our Shareholders, investors, customers and business
partners for their unfailing support and trust, and to all the staff for
their hard work over the past year. In the future, the Group will
continue to forge ahead amid the challenging market environment,
create better performance and strive for better returns for
Shareholders and investors.

Chen Ping
Chairman and Executive Director

Hong Kong, March 25, 2024
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The Group is a PRC provider for (i) data transmission and
processing services for loT applications and (i) telecommunication
equipment, serving a broad range of industrial customers. The
Group has been operating in the rapidly growing loT market in the
PRC since 2012, and commenced the provision of data transmission
and processing services for loT applications to customers in various
industries in 2018. The Group set foot in the private 5G network
market in the PRC in 2020 through upgrading its data transmission
and processing services for loT applications with the application of
5G technologies, and has since become one of the named
providers in the explosively growing private 5G network market in
the PRC. In 2022, the Company was successfully listed on the Stock
Exchange and became one of the few loT-focused listed companies
on the Stock Exchange.

Revenue &

Cost of Sales SHERAR

Gross Profit EH

Net Profit HERY

Adjusted Net Profit ARG (GEEBITE

HEJ

(non-HKFRS measure)"”

Note: (1) Equity-settled share option expenses and listing expenses were not

included in non-HKFRS measure.

Entering 2023, the global operating environment remained
uncertain. Nevertheless, riding on the growing loT market in the
PRC and leveraging on its strong product competitiveness and
solid customer relationships, the demand for the Group’s major
business segment, namely 10T, showed a steady increase and a
positive development trend in 2023. After the Company successfully
listed on the Stock Exchange in December 2022, the Group
continued efforts to provide professionalism and excellent products
and services for customers to better meet the needs of existing and
new customers.
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Year Ended December 31,
BE+=-A=1+—HILEFE

2023 2022
—EB_=F —E-_F
RMB'000 RMB'000
AR¥T T AREFIT
440,550 323,964
(356,723) (228,414)
83,827 95,550
25,493 28,504
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The Group continued to record revenue growth in 2023 by
successfully capturing the great potential in the PRC loT market
through its one-stop solution, diversified product portfolio and
prompt service delivery. After achieving approximately 70.9%
revenue growth in 2022, the Group continued its business
momentum, with revenue increasing by approximately 36.0% from
approximately RMB324.0 million in 2022 to approximately
RMB440.6 million in 2023.

The Group realized a growth in non-5G business successfully and
continued efforts to tap into the more promising private 5G
network market. Due to economic uncertainty, many of our clients
preferred to build a non-5G network during the first stage to satisfy
their needs and upgrade to a 5G network during the second phase.
As a result, the Group's non-5G business revenue increased by
approximately 71.8% from approximately RMB204.2 million in 2022
to approximately RMB350.7 million in 2023. In the meantime, the
Group's 5G business decreased from approximately RMB119.8
million in 2022 to approximately RMB89.9 million in 2023.

The Group's gross profit decreased by approximately 12.3% from
approximately RMB95.6 million in 2022 to approximately RMB83.8
million in 2023. The net profit decreased approximately 10.6% from
approximately RMB28.5 million in 2022 to approximately RMB25.5
million in 2023. The adjusted net profit decreased approximately
29.4% from approximately RMB51.0 million in 2022 to
approximately RMB36.0 million in 2023. Such decrease in adjusted
net profit in 2023 was mainly attributable to (i) the decrease in gross
margin as a result of intensified market competition and uncertainty
in macroeconomic conditions; and (ii) the increase in administrative
expenses resulting from higher compliance costs, which accounted
for approximately RMB7.1 million in 2023, as a company listed on
the Stock Exchange since December 2022.

In 2024, it is expected that the more complex and volatile external
macro environment, rising competition in the information and
telecommunication industry and the accelerating changes of
technology will present opportunities and challenges to the
industry and the Group. The PRC government has recently
launched a series of measures to create a more business-friendly
environment so as to stimulate economic growth, which the
Company believes will further enhance the overall growth
momentum in the PRC loT market. Given this opportunity, the
Group will take the following measures to ensure a sustainable
business development in 2024.
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First of all, the Group will extend diversity of 5G private network
industrial customers, such as advanced manufacturing industry,
transportation industry, environmental protection industry and
energy industry. The Group will improve its overall marketing
capabilities and seek to reach more customers in the industrial loT
industry so as to diversify its customer base and grasp the
increasing industrial loT market opportunities.

Secondly, the Group will further upgrade its industry data platform
to embrace Al and big data. In addition to consolidating its
operational results, the Group will refactor its centralized data
platform, namely Universal loT Platform, and extend its functions to
cover industrial loT applications so that Universal loT Platform can
become a real common digitalization foundation to facilitate the
Group's different applications.

Lastly, the Group will continue to forge ahead in the challenging
economic environment in China, strengthening risk management
and control. The Group will enhance efforts to collect trade
receivables and control credit risk to ensure sufficient cash flow for
operations. In the meantime, the Group will implement prudent
and solid development strategy, effective operational management
policies and cost control measures to promote the sustainable and
healthy development of the group’s business.

The Industry and the Group's Strength

The loT industry where the Group operates possesses great growth
potential, driven by growing adoption of advanced technology,
rapid development of industrial loT, increasing demand for private
5G network as well as strong government support. According to
Frost & Sullivan, the loT market in the PRC is expected to grow at a
CAGR of approximately 13.3% from 2021 to 2026, reaching
approximately RMB5,466.0 billion in 2026, of which the 5G-based
loT market is expected to grow at a CAGR of approximately 62.2%
from 2021 to 2026, reaching approximately RMB491.9 billion in
2026. More specifically, the private 5G network market in the PRC is
expected to reach approximately RMB236.1 billion in 2026, with a
CAGR of approximately 108.2% from 2021 to 2026.
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Management Discussion and Analysis
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However, the loT market in the PRC is also competitive and
fragmented with more than 30,000 participants competing with
each other in each layer of the loT market from perception layer,
network connectivity layer, platform layer to application services
layer. Nevertheless, the Company believes that the Group, as an
loT solution provider focusing on network connectivity layer and
platform layer, is well positioned to capture the growing demand
for loT solutions and telecommunication equipment in the PRC
given its years of industry experience, in-depth market knowledge
and insight as well as a proven track record in providing data
transmission and processing services and telecommunication
equipment. The Company also believes that the Group’s one-stop
solution, diversified product portfolio, short service delivery
capabilities, strong innovation and research capabilities as well as
experienced and visionary management will help the Group stand
out from its competitors in the future.

Infrared Small weather ~ Temperature
sensor station sensor

ASMERZE PERRU BEERE

AR - PEYEBETSRFHRESE KR
HE - BRERE  FoBZRARKE - ¥
B 5% B9 A 830,000% 2 HE B E 3
F o BEN - ARFR/AEBELS—RE
TN IERE R T 8 BRI RARRTT R
fEmE - EBEZFNTRER  AENTSA
o SORER 7]+ A RAE SR BUR (E 8 2 B2 32 AR TS
AR BIERETER R FESRLE - sEMIEE
FEYBBERATRELBERBASERNT
Ko KRR FRBANEEN — b ABORTTER -
SEACERMAS  RHEIIRBRMNEEN - KK
B RENARRKRERE FRERNE
EEBSA N ASBERRE RS E T B
A o

11



12

Data Transmission and Processing Services

The Group offers data transmission and processing services for loT
applications to its customers in manufacturing, municipal services
and other industries in the PRC to assist them to realize and
optimize their digitalization. The Group classifies its data
transmission and processing services as non-5G network services
and private 5G network services depending on the network
connection mode the Group adopts in the services. Non-5G
network services help customers connect terminal devices with the
Group's proprietary Universal loT Platform via various
telecommunication networks or gateways, such as 4G, LORA,
Zigbee, NB-loT or Bluetooth, and the Group provides tailored non-
5G network services based on customers’ demands and their
application scenarios. The Group began to provide data
transmission and processing services with private 5G network since
2020, and has successfully improved the efficiency and cost-
effectiveness of the Group's services by offering turnkey solutions
with hardware and software integration for its customers.

Non-5G Network Services Revenue IESGHAE ARSI =

Private 5G Network Services Revenue GEMBRS W s

Data Transmission and Processing ) B 48 e P RS
Services for loT Applications B2 AR

Revenue from data transmission and processing services increased
by approximately 59.7% from approximately RMB238.1 million in
2022 to approximately RMB380.3 million in 2023. Due to the overall
poor market conditions in the PRC, many of our clients preferred to
build a non-5G network during the first stage to satisfy the basic
needs and upgrade to a 5G network during the second phase. As a
result, the Group’s non-5G network services revenue increased
strongly by approximately 98.2% from approximately RMB172.7
million in 2022 to approximately RMB342.3 million in 2023.
Meanwhile the Group’s 5G network services revenue decreased
from approximately RMB65.4 million in 2022 to approximately
RMB38.0 million in 2023.
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Year Ended December 31,
BEt+-A=1+T—RHLEE

2023 2022
—E-=F T F
RMB’'000 RMB’000
AR¥T T ARETT
342,349 172,715
37,967 65,358
380,316 238,073

HIEEGMEERSRERA T —FHAR
¥e238 N1 ABIT EHHNIE—E_=ZFHA
R¥38038 8T - AR BRI T i RINE
1 BMETEEFIRRNRES — BBV
SGHRMK UM R EARFT K - WHEFE ZPEERAR
SGHEAE - EIt - NEEIESGRME R A
B —EPARBIIAETRY EFL
B2 EZE_=FHARKEIIHEET ° [
B AREBSGHEBRBKER T _—_F4
ARBGSABETLRIPEZS_=FHARK
380EETT °



Sales of Telecommunication Equipment

In addition to data transmission and processing services for loT
applications, the Group also researches, develops and sells
telecommunication equipment in the PRC and exports substantially
all of its loT antenna products to the United States. The Group
provides its customers with 5G telecommunication equipment,
including 5G pRRU, various types of 5G antennas and 5G
communication modules, which were designed to cater to
preferences of different consumer groups. The Group also provides
other telecommunication equipment, which primarily includes 4G
telecommunication equipment and other IT devices, to its
customers.

Sales of 5G Telecommunication BERMEHE
Equipment

Sale of Antennas RIFIHE

Sales of Other Telecommunication HitBERHEHEE
Equipment

Sales of Telecommunication Equipment EZREHE

Revenue from sales of telecommunication equipment decreased by
approximately 29.2% from approximately RMB82.2 million in 2022
to approximately RMB58.2 million in 2023. The sales of 5G
telecommunication equipment remained stable at approximately
RMB51.8 million in 2023 as compared to approximately RMB54.4
million in 2022. Meanwhile, sales of antennas decreased
significantly by approximately 67.9% from approximately RMB20.1
million in 2022 to approximately RMB6.4 million in 2023, mainly
because the Group ceased the sales of vehicle mounted antennas
to a Russia distributor in December 2022 to avoid uncertain and
potential risks in relation to international sanctions.

BREREHE

B ErE R iR S a REE RS - AEH
TREFRBITE - FERHEBERE - LAE
B O@KED M YBERRER - AEEM
EFRHESGRIERE (RIESGH M A S RAIE
BT - BESGRRMSGRERR) EHEME
TRBBEHRNRL - AEETREPRHE
BERE  FTEBBIGBERBREMER
ATt o

Year Ended December 31,
BE+=-A=1t—HLEE

2023 2022
—E-=F T F
RMB’'000 RMB'000
ARETR AREFIT
51,770 54,445
6,435 20,057

- 7,657

58,205 82,159
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Customers and Contracts

The Group’s main customers include (i) state-owned or private
project owners, (ii) main contractors for data transmission and
processing services for loT applications, who sub-contract a pre-
defined section of the project to the Group, and (iii) overseas end
customers and distributors. The Group has strived to broaden and
diversify its customer base. The number of new customers
accounted for approximately 63.6% of the total number of
customers in 2023, and average contract value from new customers
increased by 49.5% from RMB4.8 million in 2022 to RMB7.1 million
in 2023. Revenue generated from the Group's five largest
customers amounted to approximately RMB283.3 million in 2023,
accounting for approximately 64.3% of total revenue, while such
ratio was approximately 51.3% in 2022.The high customer
concentration is a common occurrence in the market where the
Group operates since loT solution projects are relatively large in
size as compared with most of the service providers in the market.
Therefore, service providers have to allocate a majority of their
resources, capacity and manpower to such projects to ensure the
delivery of projects. The Group believes that its customer
concentration will gradually decrease over time with continuous
business expansion in the future.

Benefiting from its in-depth industry knowledge, years of
experience and considerate customer services, the Group has been
awarded an increasing number of new contracts by its customers
on an annual basis. Compared with 72 new contracts awarded in
2022, 75 new contracts and orders were awarded in 2023, with an
average contract value of approximately RMB5.6 million, which was
approximately 21.3% higher than that of new contracts awarded in
2022.

Research and Development

The Group believes that its competitiveness and success depend
critically on its continuous commitment to research and
development and its ability to improve the functionality of, and add
new features to, its services and products. Thus, the Group devotes
significant resources to research and development and develops
core features of its services and products in-house.
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The Group's continuous research and development efforts have
enhanced the competitiveness in its services and products. The
Group self-developed its centralized data platform, namely
Universal loT Platform, for its data processing services. Universal
loT Platform adopted a series of in-house developed technologies
in areas of terminal data protocol unification, device shadow, data
flow, data aggregation and integration, and data purification and
processing, which have greatly differentiated Universal loT Platform
from traditional data platforms and turned Universal loT Platform
into one of the Group's core business capabilities and competitive
edges. In addition, as of December 31, 2023, the Group had
successfully registered 55 utility model patents, 23 patents for
invention, one international PCT and 90 copyrights in the PRC,
indicating the Group's strong innovation and research capabilities.

Employees and Remuneration Policy

As of December 31, 2023, the Group had a total number of 65
employees (as of December 31, 2022: 75). For the year ended
December 31, 2023, the Group recognized staff costs (including
equity-settled share option expenses) of approximately RMB24.9
million, representing an increase of approximately 23.5% as
compared to the same period in 2022.

The Group's success depends on its ability to attract, retain and
motivate qualified personnel, and the Group believes that the high-
quality talent pool is one of its core strengths. The Group recruits
employees mainly through campus recruitment, online recruitment,
internal referral and hunting firms or agents, to satisfy its demands
for different types of talents.

The Group provides trainings to its employees. In addition to the
trainings provided to employees, they can also improve their skills
through the Group's development of services and mutual learning
among colleagues. The Group offers competitive compensation for
its employees. In addition, the Group regularly evaluates the
performance of employees and reward those who perform well with
higher compensation or promotion.

The Group enters into standard contracts and agreements
regarding confidentiality, intellectual property, employment,
commercial ethics and non-competition with executive officers and
full-time employees. These contracts typically include a non-
competition provision effective during and up to two years after
their employment with the Group and a confidentiality provision
effective during and after their employment with the Group.
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In addition, to provide incentive or reward to eligible persons for
their contribution to, and continuing efforts to promote the
interests of the Group, the Company has adopted the Share Option
Scheme and the Share Award Scheme on November 11, 2022 and
May 16, 2023, respectively. The objectives of the Share Award
Scheme are: (i) to recognize the contributions by certain eligible
participants and to provide them with incentives in order to retain
them for the continual operation and development of the Group;

SN - BRIAERALTRESHAEEELL
HEI R IR AEBAISEBENEE NIREEE
S M2E) - ARRDRR =T = F+—HA+—
ARZZE==Fh A+ ~BRAERETEI R
B0 B2 ET 8l - BRI EEENETEIME A : ()57
AETFEARSHEENER YA TESH
B MALRSENFEELEREREBHESE
M)A EBRE—FERTSIGHEMHAE -

and (ii) to attract suitable personnel for further development of the

Group.
Revenue UL &5
Year Ended December 31,
BZE+-A=1t—HLEFE
2023 2022
—E-=F —ET 4
RMB’'000 RMB'000
ARET T ARETTT
Revenue g 440,550 323,964
Data Transmission and Processing S5 (= s N R IR AR
Services 380,316 238,073
Sales of Equipment HERE 58,205 82,159
Others Hih 2,029 3,732
or: =
5G Business S5GET 89,889 119,803
Non-5G Business JESGETS 350,661 204,161
or: -
PRC i 433,814 305,251
The United States EH 6,736 10,539
Russia RZE - 8,174



Driven by its overall business expansion, the Group’s revenue
increased by approximately 36.0% from approximately RMB324.0
million in 2022 to approximately RMB440.6 million in 2023. More
specifically, revenue from data transmission and processing services
increased by approximately 59.7% from approximately RMB238.1
million in 2022 to approximately RMB380.3 million in 2023, which
accounted for approximately 86.3% of the total revenue in 2023.
The Group's revenue from sales of equipment decreased by
approximately 29.2% from approximately RMB82.2 million in 2022
to approximately RMB58.2 million in 2023, mainly because the
Group ceased the sales of vehicle mounted antennas to a Russia
distributor in December 2022.

Due to the overall poor market conditions in the PRC, many of our
clients preferred to build a non-5G network during the first stage to
satisfy the basic needs and upgrade to a 5G network during the
second phase. Despite a decrease in revenue from 5G business
from approximately RMB119.8 million in 2022 to approximately
RMB89.9 million in 2023, the revenue from non-5G business
increased by approximately 71.8% from approximately RMB204.2
million in 2022 to approximately RMB350.7 million in 2023.

The Group generates most of its revenue from the PRC market and
approximately 98.5% of the Group's revenue was generated from
the PRC market, while such ratio was approximately 94.2% in 2022.
Revenue generated from the United States was primarily
attributable to the Group's export of loT antennas to the United
States. Revenue from the United States market decreased by
approximately 36.1% from approximately RMB10.5 million in 2022
to RMB6&.7 million in 2023. Revenue from the Russia market
decreased significantly from approximately RMB8.2 million in 2022
to nil in 2023, mainly because the Group ceased the sales of vehicle
mounted antennas to a Russia distributor in December 2022 to
avoid uncertain and potential risks in relation to international
sanctions.
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Costs and Expenses

Cost of Sales SHEM A
Material Costs FRIBC A
OEM Expenses ZIMNTRS

Administrative Expenses TERX
R&D Expenses HEREX
Staff Costs BIRR
Listing Expenses kX
Professional Expenses BXER

Selling and Distribution Expenses HERDHEAX
Staff Costs IR

Impairment Losses on Financial Assets &@EEREEIE

Trade and Notes Receivables

Cost of sales includes (i) material costs, (i) OEM expenses and (iii)
labor costs. The Group's cost of sales increased by approximately
56.2% from approximately RMB228.4 million in 2022 to
approximately RMB356.7 million in 2023. Material costs increased
by approximately 53.7% in 2023 as compared to 2022, and its share
of cost of sales remained stable at approximately 74.9% in 2023 as
compared to approximately 76.1% in 2022.

Administrative expenses consist of (i) R&D expenses, (i) staff costs,
(iii) listing expenses, (iv) professional expenses, (v) depreciation and
amortization, (vi) office expenses, and (vii) tax surcharges. The
Group’s administrative expenses decreased by approximately
20.6% from approximately RMB48.0 million in 2022 to
approximately RMB38.1 million in 2023, mainly due to the listing
expenses decreased from approximately RMB22.5 million in 2022
to nil in 2023 after the successful listing in December 2022. The
decrease was partially offset by (i) the increase in staff costs from
approximately RMB5.9 million in 2022 to approximately RMB13.5
million in 2023 resulting from an increase in equity-settled share
option expenses; and (i) the increase in professional expenses from
approximately RMB4.5 million in 2022 to approximately RMB7.1
million in 2023 as a result of higher compliance costs as a company
listed on the Stock Exchange since December 2022.

B 5 e YUK IR [ B IR B

R B 2

Year Ended December 31,
BZE+=-A=1+—HILEE

2023 2022
—E-=F T
RMB’'000 RMB'000
AR¥T T AREBT T
356,723 228,414
267,087 173,783
87,056 49,789
38,112 47,982
9,649 11,308
13,508 5,876

- 22,536

7,131 4,468
3,577 3,753
1,766 2,277
10,003 12,180
10,030 12,413
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Selling and distribution expenses consist of (i) staff costs, (ii)
travelling expenses, (iii) depreciation, and (iv) entertainment
expenses. The Group's selling and marketing expenses remained
relatively stable at approximately RMB3.6 million in 2023 as
compared to approximately RMB3.8 million in 2022.

The Group recognizes an allowance for expected credit losses
("ECLs") for all debt instruments not held at fair value through
profit or loss and use a provision matrix to calculate ECLs for trade
receivables, notes receivable and contract assets based on
historical expected credit loss rates of industry peers and aging for
groupings of various customers with similar loss pattern. The
Group’s impairment losses on financial assets decreased by
approximately 17.9% from approximately RMB12.2 million in 2022
to approximately RMB10.0 million in 2023 mainly attributable to our
efforts to collect overdue trade receivables that resulted in a
decrease in the impairment allowance for trade receivables aged
over two years.

Gross Profit, Profit Before Tax and Net Profit

Gross Profit EF
Gross Margin EF=E
5G Business S5GE
Non-5G Business JESGETE
Profit Before Tax RREL AR

Net Profit # R
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Year Ended December 31,
BEt+-A=1+T—RHLEE

2023 2022
—EC=HE T F
RMB’000 RMB'000
ARET T ARET T
83,827 95,550
19.0% 29.5%
12.3% 24.1%
20.7% 32.7%
34,456 33,234
25,493 28,504
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The Group's gross profit decreased by approximately 12.3% from
approximately RMB95.6 million in 2022 to approximately RMB83.8
million in 2023 resulting from the decrease in gross margin from
approximately 29.5% in 2022 to approximately 19.0% in 2023. Such
decrease in gross margin in 2023 is mainly attributable to (i)
intensified market competition and uncertainty in macroeconomic
conditions; (ii) the cessation of sales of vehicle mounted antennas
to a Russia distributor in December 2022, which had a high gross
profit margin of approximately 34.0% in 2022; and (jii) a relatively
lower cooperation price to develop new customers, the number of
which accounted for approximately 63.6% of the total number of
customers in 2023. Therefore, the gross profit margin of 5G
business and non-5G business decreased significantly from
approximately 24.1% and 32.7% in 2022 to approximately 12.3%
and 20.7% in 2023, respectively. In the meantime, 5G business
inevitably possessed lower margin as compared to the Group's
existing business sectors, as newly developed business sector.

The Group's profit before tax remained stable at approximately
RMB34.5 million in 2023 as compared to approximately RMB33.2
million in 2022. The Group's net profit decreased slightly by
approximately 10.6% from approximately RMB28.5 million in 2022
to approximately RMB25.5 million in 2023. Without taking into
account equity-settled share option expenses and listing expenses
for the years ended December 31, 2022 and 2023, the Group's
adjusted net profit in 2023 would decrease by approximately 29.4%
as compared to 2022. Such decrease in adjusted net profit in 2023
was mainly attributable to (i) the decrease in gross margin as a
result of intensified market competition and uncertainty in
macroeconomic conditions; and (ii) the increase in administrative
expenses resulting from higher compliance costs, which accounted
for approximately RMB7.1 million in 2023, as a company listed on
the Stock Exchange since December 2022.

Non-HKFRS Measure

To supplement the consolidated financial statements which are
presented in accordance with HKFRS, the Group also presents the
adjusted net profit as a non-HKFRS measure, which is not required
by, or presented in accordance with, HKFRS. The Group believes
that this non-HKFRS measure facilitates comparison of operating
performance from period to period by eliminating impacts of listing
expenses of the Global Offering. In addition, the Group believes
that this non-HKFRS measure provides useful information to
investors and others in understanding and evaluating the results of
operations in the same manner as the Group’s management and in
comparing financial results across the relevant periods. The use of
this non-HKFRS measure has limitations as an analytical tool. As
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such, it should not be considered in isolation from, or as substitute
for analysis of, the consolidated statements of profit or loss and
other comprehensive income or financial condition as reported
under HKFRS. In addition, the non-HKFRS financial measures may
be defined differently from similar terms used by other companies
and therefore, may not be comparable to similar measures
presented by other companies.

The Group defines its adjusted net profit (non-HKFRS measure) as
the net profit adding back listing expenses. The table below sets
out the adjusted net profit (non-HKFRS measure) as of the dates
indicated:

B RRAIEREE B RE LR 2 HAER
EEAREMEHRERIGEE VTR E
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Year Ended December 31,
BE+-A=1t—HLFE

2023 2022
—E-=F —E-F
RMB’'000 RMB’000

AR®TR AREET T

Profit for the Year F R A 25,493 28,504

Adding: Listing Expenses e EmRX = 22,536
Equity-settled share option ARG I A O B

expenses FEAER 2 10,521 -

Adjusted Net Profit for the Year FNLE LT 36,014 51,040

Cash and Cash Equivalents and Time Deposits

Cash and cash equivalents and time deposits decreased from
approximately RMB120.7 million as of December 31, 2022 to
approximately RMB33.2 million as of December 31, 2023, mainly
due to (i) the purchases of equity investment of approximately
RMB13.5 million, (i) the purchase of shares held by the trustee for
the Share Award Scheme of approximately RMB23.8 million, (iii) the
decrease in other payables and accruals of approximately RMB17.7
million, caused by the payment of VAT, professional expenses and
listing expenses, and (iv) an increase in trade and notes receivables
of approximately RMB75.9 million, which were partially offset by (i)
profit before tax of RMB34.5 million, (ii) the decrease in inventories
of approximately RMB4.1 million, and (iii) the increase in trade
payables of approximately RMB3.7 million.
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Trade and Notes Receivables

The following table sets forth trade receivables and notes
receivable measured at amortized cost and impairment as of the
dates indicated:

Trade Receivables B 5 EGRIA
Notes Receivable Measured at
Amortized Cost

Impairment IR

Both total trade receivables and net trade receivables experienced
increase as a result of overall business development in 2023, with
total trade receivables increasing by approximately 35.0% from
approximately RMB238.0 million in 2022 to approximately
RMB321.3 million in 2023 and net trade and notes receivables by
approximately 30.8% from approximately RMB214.0 million in 2022
to approximately RMB279.8 million in 2023. Although the provision
for impairment amount still grew by approximately 25.3% in 2023,
the percentage of provision for impairment on total trade and
notes receivables amount maintained stable at approximately
13.3% as of December 31, 2023 as compared to approximately
13.8% as of December 31, 2022, mainly because both the absolute
amount of trade and notes receivables aged over two years and its
proportion in total trade and notes receivables as of December 31,
2023 declined as compared to those as of December 31, 2022
resulting from our efforts to collect overdue trade receivables.
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The following table sets forth the aging analysis of net trade and
notes receivables, based on the invoice date and net of loss
allowance as of the dates indicated:

Within 1 Year 1F R
1to 2 Years 15226
2 to 3 Years 28 3F
3to 4 Years 3B4AF
4to 5 Years 45
Total st

As of December 31, 2022 and 2023, net trade and notes receivables
aged over two years were approximately RMB26.4 million and
approximately RMB17.4 million, representing 12.3% and 6.2% of
the total net trade receivables as of the same dates, respectively.
The decrease in net trade and notes receivables aged over two
years as of December 31, 2023 as compared to those as of
December 31, 2022 was mainly due to our efforts to collect overdue
trade receivables.

As of March 22, 2024, approximately RMB29.8 million, of our trade
receivables as of December 31, 2023 were subsequently settled.
Among the outstanding balances as of December 31, 2023, most of
the corresponding customers had started to repay or at least
indicated willingness to settle as soon as possible. Based on the
ongoing communication with such customers and the historical
progress in the subsequent settlement, the Group considers that
except for the impairment of trade and notes receivables, the
outstanding balances of trade and notes receivables would be
settled eventually. As such, the Group is of the view that there is no
material recoverability issue for its trade and notes receivables.
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Borrowing

As of December 31, 2023, the Group had interest-bearing bank
borrowings of approximately RMB5.0 million (December 31, 2022:
RMB10.4 million), which were all denominated in RMB and with
fixed interest rate. The Group's total authorized credit facilities
remained at RMB30.0 million, among which RMB25.0 million had
not been utilized as of the same date.

Gearing Ratio

The Group's gearing ratio, calculated by total debt (including
interest-bearing bank borrowings and lease liabilities) divided by
total equity, maintained at approximately 2.6% as of December 31,
2023, as compared to approximately 4.7% as of December 31, 2022,
mainly due to a decrease in total debt from approximately RMB12.2
million as of December 31, 2022 to approximately RMB6.9 million as
of December 31, 2023.

Cash Flow and Capital Expenditure

The Group generated net cash flow used in operating activities of
approximately RMB39.5 million in 2023, as compared to net cash
flow from operating activities of approximately RMB18.0 thousand
in 2022. The net cash flow used in 2023 is mainly due to (i) an
increase in trade and notes receivables of approximately RMB75.9
million; (ii) a decrease in other payables and accruals of
approximately RMB17.7 million, which were partially offset by (i)
profit before tax of RMB34.5 million; (i) impairment of trade and
notes receivables of RMB10.0 million; and (iii) equity-settled share
option expense of RMB10.5 million.

Net cash flow from investing activities amounted to approximately
RMB50.4 million in 2023, as compared to net cash flow used in
investing activities of approximately RMB72.8 million in 2022. The
net cash flow from investing activities in 2023 is mainly due to the
disposal of time deposits of approximately RMB121.6 million, which
was partially offset by (i) the purchases of time deposits of
approximately RMB55.7 million, and (ii) the purchases of equity
investment of approximately RMB13.5 million.

Net cash flow used in financing activities amounted to
approximately RMB32.9 million in 2023, mostly due to (i) the
repurchase of treasury shares of approximately RMB23.8 million, (ii)
repayment of bank loans of RMB17.1 million, and (iii) share issue
expenses of approximately RMB2.1 million, which was partially
offset by new bank loan of approximately RMB11.8 million.
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Management Discussion and Analysis

Capital expenditure primarily consisted of purchases of property,
plant and equipment and renovation expenses, which increased by
approximately 352.8% from approximately RMBO0.5 million in 2022
to approximately RMB2.5 million in 2023, primarily attributable to
the additions of leasehold improvements and office equipment.

Charges on Assets

As of December 31, 2023, the Group did not have any assets or
rights pledged (December 31, 2022: Nil).

Contingent Liabilities

As of December 31, 2023, the Group did not have any material
contingent liabilities (December 31, 2022: Nil).

Foreign Currency Risk

The Group has transactional currency exposures and are subject to
foreign currency risk arising from fluctuations in exchange rates
between RMB and foreign currencies. As of December 31, 2023,
the Group had transactional currency exposures. Such exposures
arose from changes in the fair value of monetary assets and
liabilities and exchange differences resulting from translation of the
financial statements of certain overseas subsidiaries.

As of December 31, 2023, the Group did not hedge or consider
necessary to hedge any of these risks. The Group will constantly
review the economic situation and the foreign exchange risk profile
and consider appropriate hedging measures in the future, when
necessary.

Significant Investments, Acquisitions and Disposals

The Group did not have any significant acquisitions or disposals of
subsidiaries, associates or joint ventures during the year ended
December 31, 2023.

As of December 31, 2023, none of each individual investment held
by the Group constituted 5% or above of the total assets of the
Group and there was no future plans for material investments or
capital assets.
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Executive Directors

Dr. Chen Ping (F&F), aged 40, is the Group’s co-founder and
executive Director. Dr. Chen is the spouse of Ms. Wang Zheshi,
who is an executive Director and the chief administrative and
human resources officer. Dr. Chen is also the son-in-law of Ms. Jin
Yan, one of the Controlling Shareholders. Dr. Chen is also the
chairman of the Board and the chief executive officer of the
Company responsible for the overall strategic planning and
overseeing general management and daily operation of the Group.
Dr. Chen also holds directorships in each of the subsidiaries of the
Group. He is also the chairman of the Nomination Committee.

Dr. Chen has over 25 years of experience in the telecommunications
industry and has acquired the relevant knowledge and expertise
relating to engineering from working with various multinational
enterprises prior to founding the Group. From 1988 to 1991, Dr.
Chen was a radio frequency (RF) design engineer at Scientific
Atlanta, Inc., a telecommunications manufacturer in the United
States, after which he pursued further studies at the University of
Nevada and completed his master’s degree in 1993. From 1993 to
1996, Dr. Chen worked as a senior design engineer at Fujitsu
America, Inc., a wholly-owned subsidiary of Fujitsu Limited, a
Japanese multinational information and communications
technology equipment and services corporation whose shares are
listed on the Tokyo Stock Exchange (stock code: 6702). From 1996
to 1999, Dr. Chen was a senior RF design engineer at Qualcomm,
Inc., a multinational semiconductor and wireless technology
manufacturer headquartered in the United States whose shares are
listed on the NASDAQ (stock code: QCOM). From 1999 to 2002,
Dr. Chen served as a senior radio-frequency integrated circuit (RFIC)
design manager at RF Micro Devices, Inc. (currently known as
Qorvo, Inc., listed on the NASDAQ (stock code: QRVO)), a company
principally engaged in radio frequency technology in the United
States, where he was responsible for designing radio frequency for
applications in wireless infrastructure. From 2002 to 2004, Dr. Chen
served as the managing director in the Asia-Pacific region for Signal
Technology Corporation, a microwave and RF components
manufacturer, where he gained experience in the defense
electronics field. From 2004 to 2009, Dr. Chen was the general
manager of the Asia-Pacific region for SkyCross, Inc., a global
wireless antenna solutions company, where he was responsible for
the overall management of the company in the Asia-Pacific region.
From 2009 to 2012, Dr. Chen and Ms. Wang Zheshi were in the
course of preparing for the establishment of the Group. Dr. Chen
then co-founded the Group with Ms. Wang in September 2012
through establishing Shenzhen Wulian.
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Dr. Chen obtained a master’s degree in electrical engineering from
the University of Nevada in the United States in August 1993. Dr.
Chen subsequently obtained a doctorate degree in electrical
engineering from North Carolina Agricultural and Technical State
University in the United States in May 2008.

Ms. Wang Zheshi (£ &), aged 41, is the Group's co-founder and
executive Director. Ms. Wang is the spouse of Dr. Chen Ping, who is
an executive Director, chairman and chief executive officer of the
Company. Ms. Wang is also the daughter of Ms. Jin Yan, one of the
controlling shareholders of the Company. Ms. Wang is also the
Group's chief administrative and human resources officer principally
responsible for overseeing the administrative and human resources
affairs of the Group.

Ms. Wang has around 11 years of experience in the administrative
and human resources field. Prior to founding the Group, from
August 2006 to March 2009, Ms. Wang worked in SkyCross, Inc.
Shenzhen office with her position served as the director of
Administration and Human Resource, where she was responsible
for its administrative personnel management. From 2009 to 2012,
Ms. Wang and Dr. Chen Ping were in the course of preparing for
the establishment of our Group. Ms. Wang then co-founded the
Group with Dr. Chen in September 2012 through establishing
Shenzhen Wulian.

Ms. Wang obtained a bachelor’s degree in art and design from Jilin
University of Arts (F ME1T2Ez) in the PRC in July 2006.

Mr. Feng Yijing (5% %), aged 42, is an executive Director. Mr.
Feng is also the chief financial officer of the Group principally
responsible for overseeing the overall management of accounting
and financial matters of the Group. He is also a member of the
Remuneration Committee.

Mr. Feng has around 17 years of experience in the accounting and
auditing field. Prior to joining our Group in 2019, from August 2004
to October 2016, Mr. Feng worked at Ernst & Young Hua Ming LLP,
Nanjing Branch with his last position as senior audit manager,
where he was responsible for audit and other assurance and
advisory services. From October 2016 to January 2019, Mr. Feng
was the chief financial officer of Hangzhou Wansecheng
E-Commerce Co., Ltd. (BEHEFEBEEEERA
was responsible for the overall financial matters of the group. From
June 2020 to July 2022, Mr. Feng served as an independent non-
executive director of Suchuang Gas Corporation limited (ER&I/#AST,
f&nEBR AT, a piped natural gas operator whose shares were
formerly listed on the Stock Exchange until August 3, 2022 (stock
code: 1430).
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Mr. Feng currently serves as an independent non-executive director
of DaFa Properties Group Limited (REMEEBEEGR A F), a
company listed on the Stock Exchange (stock code: 6111).

Mr. Feng obtained a bachelor’'s degree in auditing from the
Nanjing Audit University (FAREFTAZ) (formerly known as the
Nanjing Institute of Audit (B RZEFHEt)) in the PRC in June 2004.
Mr. Feng became a non-practising member of the Chinese Institute
of Certified Public Accountants in January 2017. He was also
admitted as a fellow member of the Association of Chartered
Certified Accountants in January 2013. Mr. Feng is also a Certified
Internal Auditor, as awarded by the Institute of Internal Auditors in
November 2010.

Mr. Wang Jun (£ &), aged 49, is an executive Director. Mr. Wang is
also the chief technology officer of the Group principally
responsible for overseeing the management of the Group's
technological resources.

Mr. Wang has around 21 years of experience in the software
development field. Prior to joining the Group in November 2021,
from December 2000 to July 2003, Mr. Wang worked at Huawei
Technologies Co., Ltd. Nanjing Research & Development Center (2=
BT AR A FRE SICET). From August 2003 to February 2008,
Mr. Wang worked at Nanjing Lucent Technologies
Telecommunications Co., Ltd. (F REAZARH B BR A 7)) with his
last position as a technician. From March 2008 to April 2009, Mr.
Wang joined Microsoft (China) Co., Ltd. Shanghai Minhang Branch
with his last position as software design engineer Il. From May 2009
to October 2018, Mr. Wang was a software developer at Ericsson
Canada, Inc. From October 2018 to April 2021, Mr. Wang worked at
Beijing DinoPlusAl Inc. b RENMEEHZARAR]) as a software
director, where he was engaged in artificial intelligence related
business.

Mr. Wang obtained a bachelor’s degree in industrial automation
and master’s degree in control theory and control engineering from
the Southeast University (R AZ2) in the PRC in June 1997 and
March 2000, respectively.
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Independent Non-executive Directors

Mr. Gu Jiong (EEfH), aged 51, was appointed as an independent
non-executive Director on November 11, 2022. Mr. Gu is
responsible for supervising the management of the Group and
providing independent judgment to the Board. He is also the
chairman of the Audit Committee and a member of the Nomination
Committee.

From July 1995 to April 2004, Mr. Gu worked at Ernst & Young Hua
Ming LLP, Shanghai Branch and was the senior manager of audit
department when he left the firm. From April 2004 to December
2009, Mr. Gu worked at UTStarcom Telecom Co., Ltd. and its
holding company UTStarcom Holdings Corp. (formerly known as
UTStarcom. Inc.), a global telecom infrastructure provider
specialized in the provision of packet optical transport and
broadband access products to network operators whose shares are
listed on the NASDAQ (ticker symbol: UTSI), where he last served as
the finance controller (81742 85) and was responsible for accounting
and financial matters. From January 2010 to August 2013, Mr. Gu
served as the chief financial officer in BesTV New Media Co., Ltd.
(currently known as Oriental Pearly Media Co., Ltd (877 BR kT 7 52
i% 5 & BR /2 7)), whose shares are listed on Shanghai Stock
Exchange (stock code: 600637) and principally engaged in the
provision of technical services, content services and marketing
services for television terminals, computer terminals and mobile
terminals through a media source platforms where he was
responsible for the financial matters of this company. From June
2015 to June 2021, Mr. Gu was an independent non-executive
director of Xinming China Holdings Limited, a company listed on
the Stock Exchange (stock code: 2699). From September 2013 to
August 2016, Mr. Gu was the chief financial officer of CMC
(Shanghai) Investment Management LLP FEAX(E( EG)REEE
L (BBREE)), where he was responsible for the overall financial
and capital operations of the company. From September 2018 to
January 2023, Mr. Gu was an independent non-executive director
of DaFa Properties Group Limited (KZthESE AR A7) (stock
code: 6111), a company listed on the Stock Exchange. From
September 2016 to July 2023, Mr. Gu was an independent non-
executive director of Amlogic (Shanghai) Co., Ltd (EE¥EEE(
BIRMDEBRAT]) (stock code: 688099), a company listed on the
Shanghai Stock Exchange. Since September 2016, Mr. Gu has been
the director, vice president and chief financial officer of CMC Inc.
EAXELERETAT) ("CMC") formerly known as CMC Holdings
Limited), an investment platform focused on the media and
entertainment investments, where he is responsible for overseeing
the financial operations and location-based entertainment business
of CMC.
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Mr. Gu is currently the independent non-executive director of
Vesync Co., Ltd (stock code: 2148), Ascletis Pharma Inc. (stock code:
1672) and Mulsanne Group Holding Limited (stock code: 1817),
whose shares are listed on the Stock Exchange.

Mr. Gu obtained a bachelor’s degree in financial management from
Fudan University (1§ B KE2) in the PRC in July 1995. He is currently
a non-practicing member of The Chinese Institute of Certified
Public Accountants (BT filt @ 5HAl ).

Mr. Fong Wo, Felix (75#0), BBS, JP, aged 73, was appointed as an
independent non-executive Director on November 11, 2022. Mr.
Fong is responsible for supervising the management of the Group
and providing independent judgment to the Board. He is also the
chairman of the Remuneration Committee and a member of each
of the Audit Committee and the Nomination Committee.

Mr. Fong has practiced law for more than 40 years. Mr. Fong was
admitted as a barrister and solicitor in Ontario, Canada in 1980, a
solicitor in England and Wales in 1986, and in Hong Kong in 1987.
He is a member of the Law Societies of Hong Kong, Upper Canada
and England and Wales. Since 1988, Mr. Fong has been with King
& Wood Mallesons (formerly known as Robert Lee & Fong, Felix
Fong & Hon, Fong & Ng, Arculli Fong & Ng and King & Wood)
specializing in foreign investments in the PRC.

From May 2000 to December 2008, Mr. Fong served as a non-
executive director of Cinda International Holdings Limited (formerly
known as Hantec Investment Holdings Limited), a financial
institution principally engaged in corporate finance advisory,
securities broking and asset management whose shares are listed
on the Stock Exchange (stock code: 111). From May 2010 to May
2016, Mr. Fong served as an independent non-executive director of
China Qilfield Services Limited (/& HARIFEHERAF), a
company dually listed on the Stock Exchange (stock code: 2883)
and Shanghai Stock Exchange (stock code: 601808) which is
principally engaged in offshore oil and gas exploration,
development and production. From April 2011 to July 2018, he
served as an independent non-executive director of China
Investment Development Limited (FFEI# & FH 2B R A 7)) (formerly
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known as Temujin International Investments Limited), a company
principally engaged in investment in listed and unlisted securities
whose shares are listed on the Stock Exchange (stock code: 204).
From October 2010 to March 2020, he served as an independent
non-executive director of Evergreen International Holdings Limited
(REERR (£M@) =R HBPR A7), a company principally engaged
in the manufacturing and sales of menswear whose shares are listed
on the Stock Exchange (stock code: 238). From June 2012 to May
2020, he served as an independent non-executive director of Sheen
Tai Holdings Group Company Limited (IEZ=EMXE B BRR AR, a
company principally engaged in the manufacturing and sales of
cigarette packaging materials whose shares are listed on the Stock
Exchange (stock code: 1335). From May 2017 to June 2020, he
served as an independent non-executive director of Wuxi Biologics
(Cayman) Inc. (ZBRAWEFMABRR AR, a company principally
engaged in the provision of biologics services whose shares are
listed on the Stock Exchange (stock code: 2269). From June 2015 to
October 2021, he served as an independent non-executive director
of Xinming China Holdings Limited (#T83 B4ZA& AR A 7)) (stock
code: 2699), a company principally engaged in property
development whose shares are listed on the Stock Exchange.

Mr. Fong is currently an independent non-executive director of
Bank of Shanghai (Hong Kong) Limited (E/88R7T (&FH) 8FEA
7)), a company incorporated in Hong Kong with limited liability,
and an independent non-executive director of the following
companies listed on the Stock Exchange: Vesync Co., Ltd (stock
code: 2148), Television Broadcasts Limited (BREFEEGR A F)
(stock code: 511), Guangdong Land Holdings Limited (&% & ithi%
%A R /A R]) (formerly known as Kingway Brewery Holdings Limited)
(stock code: 124) and Greenland Hong Kong Holdings Limited (4%
HEBIR AR AR (formerly known as SPG Land (Holdings)
Limited) (stock code: 337).

Mr. Fong obtained a bachelor’s degree in engineering from
McMaster University in Canada in June 1974 and a Juris Doctor
degree from Osgoode Hall Law School of York University in Canada
in June 1978. Mr. Fong is appointed by the Ministry of Justice of
the PRC (P AR H£FB F)AEB) as one of the China-appointed
Attesting Officers in Hong Kong.
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Mr. Yang Hai (1578), aged 48, was appointed as an independent
non-executive Director on November 11, 2022. Mr. Yang is
responsible for supervising the management of the Group and
providing independent judgment to the Board. He is also a
member of each of the Audit Committee and the Remuneration
Committee.

Mr. Yang has approximately 16 years of experience in the
communication technology industry. Since December 2011, Mr.
Yang has been serving as the vice-president of Etekcity US, a
subsidiary of Vesync Co., Ltd (“Vesync"”), a company listed on the
Stock Exchange (stock code: 2148). Mr. Yang currently serves as an
executive director for Vesync. From September 2006 to June 2011,
Mr. Yang worked at Ericsson (China) Communications Co., Ltd as a
software engineer responsible for gateway server development.
From June 2003 to September 2006, Mr. Yang worked as a software
engineer at Asiainfo Technologies (China), Inc, Shanghai Branch (3p
Rl (RE) BRAREEH AR, where he was principally
responsible for billing system development.

Mr. Yang obtained a bachelor’'s degree in thermal energy and
power engineering from Southeast University (BREIAE) in the PRC
in June 1996. He further obtained a master’'s degree in thermal
engineering from Shanghai Jiaotong University (E/&8%EAE) in
the PRC in March 1999.

Mr. Jia Kexin (E A fiX), aged 50, is the vice president of sales of
Nanjing Howking Technology Co., Ltd. principally responsible for
managing the sales department and formulating marketing plans
and sales strategies.

Mr. Jia has approximately 20 years of experience in the marketing
and management field. Prior to joining the Group in August 2021,
from February 2003 to August 2021, Mr. Jia took on several
positions at Comba Telecom Technology (Guangzhou) Ltd. (R{Z#8
=R (M) BREAT) (“Comba”), with his last position as its
group marketing director. Comba is a subsidiary of Comba
Telecom Systems Holdings Limited (12815 R AL AR AR, a
global solutions and services provider of wireless and information
communications systems, whose shares are listed on the Main
Board of the Stock Exchange (stock code: 2342).
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Mr. Jia obtained a bachelor's degree in plant protection from the
Nanjing Agricultural University (B R &2 AKEZ) in the PRC in July
1997. Mr. Jia subsequently obtained a master’s degree in
environmental science from the Graduate School of Chinese
Academy of Sciences (BRI FTAEFR) in the PRC in December
2002.

Ms. Li Qiong (Z=18), aged 35, is the production manager of
Shenzhen M2Micro Electronics Co., Ltd., principally responsible for
overseeing its supply chain system and inventory management.

Ms. Li has approximately 12 years of experience in the product
production and procurement field. Prior to joining the Group in
January 2013, from November 2009 to December 2012, Ms. Li was
a buyer for Shenzhen Howking Technology Co., Ltd. (Z&YIITEER
FAEBR A T]), where she was responsible for procurement logjistics.

Ms. Li graduated from Hunan Vocational College of Commerce (}#
F S B ZE B ITE20T) majoring in marketing in the PRC in June
2018.

Mr. Xu Wei (#R%i), aged 39, is the research and development
director principally responsible for overseeing the research and
development department, providing technical advice and
formulating research and development implementation plans.

Mr. Xu has approximately 16 years of experience in the electronic
information engineering field. Prior to joining our Group in
November 2017, from July 2008 to February 2010, Mr. Xu was an
electrical engineer at Shenzhen Feixia Ligaoke Electromechanical
Technology Co., Ltd. (RYITHTREEE R MTA R A 7). From March
2010 to October 2017, Mr. Xu was the engineering manager of
Shenzhen Coolead Energy Conservation Technology Co., Ltd. (%3]
FEEERRARAR).

Mr. Xu obtained a bachelor’s degree in Electronic Information
Science and Technology from Hunan University of Technology (J#f
g L KE) in June 2008.
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The Board is pleased to present its annual report and the audited
financial statements of the Group for the year ended 31 December
2023.

The Company was incorporated in the Cayman Islands on August
25,2021 as an exempted company with limited liability. The Shares
were listed on the Main Board of the Stock Exchange on December
12, 2022 by way of Global Offering. The Company issued
36,000,000 Shares at an offer price of HK$2.73 per Share on the
Stock Exchange by the Global Offering. The net proceeds from the
Global Offering, after deducting the underwriting fees and
commissions and related expenses, was approximately HK$47.1
million.

Details of the share capital of the Company during the Reporting
Period are set out in note 26 to the financial statements.

The Group is a PRC provider for (i) data transmission and
processing services for loT applications and (ii) telecommunication
equipment, serving a broad range of industrial customers. The
Group mainly provides customized data transmission and
processing services to customers in manufacturing, municipal
services and other industries in the PRC, and researches, develops
and sells telecommunication equipment. To a lesser extent, the
Group also generates revenue from provision of other services,
such as telecommunication equipment maintenance and
telecommunication consulting services.

The Group's business review for the year is set out in the sections
headed “Chairman’s Statement” and “Management Discussion
and Analysis” in this annual report. The Group's future business
development discussion is set out in the sections headed
“Chairman’s Statement” and “Management Discussion and
Analysis” in this annual report. The key financial performance
indicators used in the Group's performance analysis for the year are
set out in the section headed “Five Year Financial Summary” in this
annual report. The Group's results for the year ended 31 December
2023 are set out in the section headed “Consolidated Statement of
Comprehensive Income” in this annual report.
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The Company in general meeting may declare dividends in any
currency but no dividends shall exceed the amount recommended
by the Board. The declaration or recommendation of declaration of
dividends is subject to the discretion of the Board. Even if the
Board decides to recommend and pay dividends, the form,
frequency and amount will depend upon the operations and
earnings, capital requirements and surplus, general financial
condition, contractual restrictions and other factors of and affecting
the Group.

In deciding whether to recommend the payment of dividend to
Shareholders, the Board will take into account various factors,
including but not limited to, general business conditions, the
financial condition and results of operations, the capital
requirements and future prospects of the Group.

The payment of dividend is also subject to applicable laws and
regulations and the Company’s constitutional documents. No
dividend shall be paid otherwise than out of profits available for
distribution.

The Board does not recommend the payment of any final dividend
for the year ended December 31, 2023.

For determining the entitlement of the Shareholders to attend and
vote at the 2024 AGM to be held on Thursday, May 16, 2024, the
register of members of the Company will be closed from Friday,
May 10, 2024 to Thursday, May 16, 2024, both days inclusive, during
which period no transfer of shares will be registered. In order to be
qualified for attending and voting at the 2024 AGM, all share
transfer documents accompanied by the relevant share certificates
must be lodged with the Company’s branch share registrar in Hong
Kong, Tricor Investor Services Limited at 17/F, Far East Finance
Centre, 16 Harcourt Road, Hong Kong for registration not later than
4:30 p.m. on Thursday, May 9, 2024.
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The Audit Committee, consisting of three independent non-
executive Directors, namely, Mr. Gu Jiong (Chairman), Mr. Fong
Wo, Felix and Mr. Yang Hai, has reviewed the audited consolidated
financial statements of the Group for the year ended December 31,
2023, including the accounting principles and practices adopted by
the Group and has recommended for the Board’s approval thereof.
There is no disagreement by the Audit Committee with the
accounting treatment adopted by the Company.

Details of movements in the reserves of the Company during the
Reporting Period are set out in note 28 to the financial statements.

As of December 31, 2023, the amount of reserves available for
distribution of the Company was approximately RMB175.4 million.

No charitable donation was made by the Group during the year
2023 (2022: RMB100,000).

The Shares have been listed on the Main Board of the Stock
Exchange since December 12, 2022. The net proceeds from the
Global Offering, after deducting the underwriting fees,
commissions and related expenses, was HK$47.1 million (the “Net
Proceeds”). The Group will continue to utilize the Net Proceeds
from the Global Offering as set out in the section headed “Future
Plans and Use of Proceeds” in the Prospectus. The intended
application of the net proceeds as stated in the Prospectus and the
actual utilization of the net proceeds as of December 31, 2023 is set
out below:
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Approximate
percentage of
Purpose Net Proceeds
SRR
FEH
Jif3 BREAL
Furthering research and development to
improve the Group's private 5G network
services
E—FHENBR AR BNSCERRY
o Recruit technology talents to expand the
Group's R&D team 31.2%
o BERBATMEAREEH
HEEN

o Software licensing and purchasing
customized hardware equipment 11.7%
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Researching and developing industrial WLAN 15.7%
& TR RWLAN

Developing a common digitalization
foundation to further upgrade the Group's
Universal loT Platform 8.7%
RELANSTER  NE—SAIAEE
HERMEET

R&D infrastructure upgrading 7.4%
TR Rk

Strengthening business development
capabilities 9.9%
BREHHEEN

Additional working capital and other general
corporate 9.3%
BHSEA REM—RER

Total
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Note:

During the Reporting Period, the Net Proceeds had been used according to the

Allocation of
Net Proceeds
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purposes as stated in the Prospectus, and there were no material change or A

delay in the use of the Net Proceeds.
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Expected
timeline for
the use of
unutilized Net
Proceeds™*
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HOWKINGTECH INTERNATIONAL HOLDING LIMITED
ANNUAL REPORT 2023

Report of Directors

EEEHE

MAJOR CUSTOMERS AND SUPPLIERS

During the Reporting Period, the Group's revenue generated from
the five largest customers of the Group amounted to approximately
RMB283.3 million, representing approximately 64.3% of the Group's
total revenue; and the revenue generated from the largest
customer of the Group amounted to approximately RMB87.5
million, representing approximately 19.9% of the Group’s total
revenue. During the Reporting Period, purchases from the five
largest suppliers of the Group amounted to approximately
RMB165.3 million, representing approximately 47.2% of the Group's
total purchases; and purchases from the largest supplier of the
Group amounted to approximately RMB49.3 million, representing
approximately 14.1% of the Group's total purchases. During the
Reporting Period, to the best knowledge of the Directors, none of
the Directors, their close associates, or Shareholders (which, to the
knowledge of the Directors, owned more than 5% of the number of
issued Shares) had interests in the five largest suppliers or
customers of the Group.

DIRECTORS

The Directors during the year ended December 31, 2023 and up to
the Latest Practicable Date were:

Executive Directors

Dr. Chen Ping (Chairman)
Ms. Wang Zheshi

Mr. Feng Yijing

Mr. Wang Jun

Independent Non-executive Directors

Mr. Gu Jiong
Mr. Fong Wo, Felix
Mr. Yang Hai

CONFIRMATION OF INDEPENDENCE OF
INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received an annual confirmation of
independence from each of the independent non-executive
Directors pursuant to Rule 3.13 of the Listing Rules, and considers
all the independent non-executive Directors to be independent.
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Each of the executive Directors has entered into a service agreement
with the Company for a term of three years commencing from
November 11, 2022, which may be terminated by not less than
three months’ notice in writing served by either party on the other.

Each of the independent non-executive Directors has entered into
a letter of appointment with the Company for a term of three years
commencing from the Listing Date, which may be terminated by
not less than three months’ notice in writing served by either party
on the other.

None of the Directors has entered into any service contract/letter
of appointment with the Company or any of its subsidiaries which
was not determinable by the Company within one year without
payment of compensation (other than statutory compensation).

Below is the change of Director’s information required to be
disclosed pursuant to Rule 13.51B(1) of the Listing Rules:

Mr. Feng Yijing was appointed as an independent non-executive
director of DaFa Properties Group Limited (Kb ZE S [E G R A7)
(stock code: 6111), a company listed on the Stock Exchange, with
effect from July 10, 2023.

Mr. Gu Jiong (Ei/H) has resigned as an independent non-executive
director of DaFa Properties Group Limited (K25 2= S B AR A7)
(stock code: 6111) on January 10, 2023 and also resigned as an
independent non-executive director of Amlogic (Shanghai) Co., Ltd
(REFEE(LF)RNBRAR) (stock code: 688099), a company
listed on the Shanghai Stock Exchange on July 4, 2023.

Save as disclosed above and in this annual report, there was no
other information of Directors which shall be disclosed under
Paragraphs (a) to (e) and (g) of Rule 13.51(2) of the Listing Rules
during the year ended December 31, 2023 and up to the date of
this annual report.
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On November 11, 2022, each of the Group’s Controlling Shareholders
(each a “Covenantor” and collectively, the “Covenantors”) has given
an irrevocable non-competition undertaking in favor of the
Company (for itself and for benefit of each of the members of the
Group) under the Deed of Non-competition pursuant to which,
each of the Covenantors has irrevocably, unconditionally and
severally undertaken with the Company that, among others, with
effect from the Listing Date and for as long as the Shares remain
listed on the Stock Exchange and the Covenantors are individually
or collectively with any of their respective close associates
interested directly or indirectly in not less than 30% of the then
issued Shares (the “Restricted Period”), each Covenantor shall
not, and shall procure that their respective close associates will not:

(i) save for engaging in the Restricted Business (as defined
below) through the Group, directly or indirectly, whether on
its own account or in conjunction with or on behalf of any
person, carry on, develop, invest in, engage in, participate
or be interested in or acquire or hold any right or interest in
or otherwise be involved in any business (whether as owner,
director, operator, licensor, licensee, partner, shareholder,
joint venture, employee, consultant, agent or otherwise) in
competition with or likely to be in competition with the
existing business carried on by the Group in the PRC and
any part of the world (the “Restricted Business”);

(i) directly or indirectly take any action which constitutes an
interference with or a disruption of the Restricted Business
including, but not limited to, (a) soliciting the Group's
customers, suppliers, employees or personnel of any
member of the Group; (b) inducing or soliciting any person
to induce any competition or suspension of the business of
the Group; and (c) engaging in any business or activity on its
own account or jointly with any person, that uses any trade
name or trademark (registered or non-registered) of the
Group, or any name of the Group that is used in association
with the Group’s business or activity at intervals, or any
fraudulent imitations (except for circumstances in which the
Group is involved); and/or

(i) without the prior consent from the Company, make use of
any information pertaining to the business of the Group
which may have come to their knowledge in the capacity as
the Controlling Shareholders for any purpose of engaging,
investing or participating in any Restricted Business.
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Each of the Covenantors also undertakes to procure that, during
the Restricted Period, any business investment or other commercial
opportunity within and/or outside the PRC relating to the Restricted
Business (the “Business Opportunity”) identified by or offered to
the Covenantors and/or any of their close associates (the
"Offeror”) is first referred to the Company in the following manner:

(i) the Covenantors are required to, and shall procure their
close associates to, refer, or procure the referral of, the
Business Opportunity to the Company, and shall give written
notice to the Company of any Business Opportunity
containing all information reasonably necessary for the
Company to consider whether (a) the Business Opportunity
would constitute competition with its core business and/or
any other new business which the Group may undertake at
the relevant time, and (b) it is in the interest of the Group to
pursue the Business Opportunity, including but not limited
to the nature of the Business Opportunity and the details of
the investment or acquisition (the “Offer Notice”) within 30
business days of identifying the Business Opportunity; and

(i) the Offeror will be entitled to pursue the Business
Opportunity only if (a) the Offeror has received a written
notice from the Board declining the Business Opportunity
and confirming that the Business Opportunity would not
constitute competition with the core business of the
Company, or (b) the Offeror has not received the notice
from the Board within 20 days from the receipt of the Offer
Notice, provided that the principal terms by which the
Offeror subsequently pursues the Business Opportunity are
substantially the same and are not more favorable than
those made available to the Company; if there is a material
change in the terms and conditions of the Business
Opportunity pursued by the Offeror, the Offeror shall refer
to the Business Opportunity as so revised to the Company
again in the manner as set out above as if it were a new
Business Opportunity and that the terms of such pursuance,
whether directly or indirectly, shall be disclosed to the
Company and the Directors as soon as practicable.

Upon receipt of the Offer Notice, the Company shall seek opinions
and decisions from the Board (other than Directors who have a
material interest in the matter) as to whether (a) such Business
Opportunity would constitute competition with the Company’s core
business, and (b) it is in the interest of the Company and the
Shareholders as a whole to pursue the Business Opportunity. Any
Director who has material interest in the Business Opportunity shall
abstain from voting at, and shall not be counted towards the
quorum for, any meeting or part of a meeting convened to consider
such Business Opportunity.
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Notwithstanding the aforesaid, the non-competition undertaking as
set out above shall not prevent the Covenantors and their
respective close associates from holding or being interested in a
direct or indirect shareholding interest of not more than 5% of the
issued shares in a company listed on a recognized stock exchange
and engaged in any Restricted Business provided that the relevant
Covenantors and/or their respective close associates do not control
the majority of the composition of the board of directors of that
company.

The Company has received confirmations from each of the
Covenantors confirming that they have complied with the
undertakings under the Deed of Non-Competition during the year
ended December 31, 2023.

The independent non-executive Directors have reviewed the status
of compliance and confirmed that the Controlling Shareholders
have complied with all such non-competition undertakings during
the year ended December 31, 2023.

Save as disclosed in the section headed “Relationship with our
Controlling Shareholders” in the Prospectus, none of the Directors
had any interest in any businesses which compete or are likely to
compete, either directly or indirectly, with the businesses of the
Group under Rule 8.10 of the Listing Rules during the Reporting
Period.

Save as disclosed in note 30 to the financial statements, there were
no transactions, arrangements or contracts of significance in
relation to the Group's business, to which the Company or any of
its subsidiaries was a party and in which any of the Directors or an
entity connected with the Directors or the controlling shareholders
of the Company had a material interest, whether directly or
indirectly, during the Reporting Period.
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During the Reporting Period, the Company did not enter into any
contract, other than the contracts of service with the Directors or
any person engaged in the full-time employment of the Company,
whereby any individual, firm or body corporate undertakes the
management and administration of the whole, or any substantial
part of any business of the Company.

As of December 31, 2023, the interests and short positions of the
Directors and chief executive of the Company 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 (i) notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which they are taken or
deemed to have under such provisions of the SFO), or (ii) entered
in the register kept by the Company pursuant to section 352 of the
SFO, or (iii) notified to the Company and the Stock Exchange under
the Model Code, were as follows:

Name of Director Capacity/ Number of
or chief executive Nature of interest Shares
ESURSTHRARES B RaEE RHEE
Dr. Chen Ping™ Interest of spouse 121,124,579
PR 1P f B

Ms. Wang Zheshi®™ Interest of corporation 121,124,579

controlled
A EE R
Beneficial owner -

BEahAA

EHGL L

Beneficial owner -

T A A

Mr. Feng Yijing”
BEREEY

e}
Bl

\

Mr. Wang Jun®
FEx4"

Beneficial owner =

BafA A
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HET R8N EBAME AN R MR FIR R &
KE(BIEREESMBEGROEBEHE
ES R BHRANER AR )  H()ARAR
NARBEES MHAEIEAEI2EMFENE
AMERRAERSEAR sk RIBFIZESTRIZA
MERR R MR MR B AT ¢

Approximate

Number of percentage of

underlying interest in

Shares Total the Company

HADEEEN

HERGEAE gt BRABED T

8,902,097 130,026,676 57.79%
8,902,097

130,026,676 57.79%

5913416 5913416 2.63%

3,184,487 3,184,487 1.42%
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Notes:

1. The calculation is based on the total number of 225,000,000 Shares in
issue as of December 31, 2023.

2. Dr. Chen Ping, an executive Director, is the spouse of Ms. Wang Zheshi.

Therefore, Dr. Chen Ping is deemed to be interested in any Shares held
by Ms. Wang Zheshi by virtue of the SFO.

3. Howkingtech Holding Limited is directly held as to 56.80% by Ms. Wang
Zheshi. By virtue of the SFO, Ms. Wang Zheshi is therefore deemed to
be interested in any Shares in which Howkingtech Holding Limited is
interested.

4. Ms. Wang Zheshi is interested in 8,902,097 share options granted to her
under the Share Option Scheme to subscribe for 8,902,097 Shares.

5 Mr. Feng Yijing is interested in 5,913,416 share options granted to her
under the Share Option Scheme to subscribe for 5,913,416 Shares.

6. Mr. Wang Jun is interested in 3,184,487 share options granted to her
under the Share Option Scheme to subscribe for 3,184,487 Shares.

Save as disclosed above, so far as the Directors are aware, as of
December 31, 2023, none of the Directors or chief executive of the
Company had any interest or short positions in the Shares,
underlying Shares and debentures of the Company or its associated
corporations (within the meaning of Part XV of the SFO) which were
required to be (i) notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they are taken or deemed to
have under such provisions of the SFO), or (ii) entered in the
register kept by the Company pursuant to section 352 of the SFO,
or (i) notified to the Company and the Stock Exchange under the
Model Code.

As of December 31, 2023, the following persons (other than the
Directors and chief executive of the Company) had an interest or
short position in the Shares and underlying shares of the Company
which would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO as recorded in
the register required to be kept by the Company, pursuant to
Section 336 of the SFO:
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Bzt

corporation
ERE AL S

Long Position in the Shares R TR
Approximate
percentage of
Capacity/ Number of interest in the
Name Nature of interest Shares Total Company
RSN 3i)
10 54 EEME RO E b BHED
Howkingtech Holding Limited Beneficial owner 121,124,579 121,124,579 53.83%
Howkingtech Holding Limited EnEBA
Ms. Jin Yan® Interest of controlled 121,124,579 121,124,579 53.83%
corporation
ca. e Rt EEER
Shanghai Jinyuan Changfu Enterprise  Beneficial owner 14,214,780 14,214,780 6.32%
Management Partnership (Limited
Partnership) (“Shanghai Jinyuan")”
PBERREOEERARLE ESBEAA
(BRA%)([LBER))"
Shenzhen Huixin Qianhai Equity Interest of controlled 14,214,780 14,214,780 6.32%
Investment Enterprise (LLP) corporation
(“Huixin Qianhai")"”
A EERERERELR RRHAE R
(BERE&%) ([ERmE])°
Ningbo Huixin Zhiyuan Investment Interest of controlled 14,214,780 14,214,780 6.32%
Management Partnership (LLP) corporation
(“Ningbo Huixin")"
BERECHEREEEABLRE REH)EEER
(ERE&%) ([ZRER )"
Ningbo Xinhui Qianhai Equity Interest of controlled 14,214,780 14,214,780 6.32%
Investment Co., Ltd. corporation
(“Ningbo Xinhui")"?
BREERSREREBRAR REHhEEER
([E=REE )"
Ms. Xie Xiongqing” Interest of controlled 14,214,780 14,214,780 6.32%
corporation
AER LY REHNEE R
Mr. Ye Xiang” Interestin controlled 14,214,780 14,214,780 6.32%
corporation
Eskay REHhEE R
Ms. Ban Lifeng" Interestin controlled 14,214,780 14,214,780 6.32%
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Notes:

1. The calculation is based on the total number of 225,000,000 Shares in
issue as of December 31, 2023.

2. Howkingtech Holding Limited is directly held as to 43.20% by Ms. Jin
Yan. By virtue of the SFO, Ms. Jin Yan is therefore deemed to be
interested in any Shares in which Howkingtech Holding Limited is
interested.

3. Huixin Qianhai holds 99.99% interest in Shanghai Jinyuan as the sole
general partner. Therefore, Huixin Qianhai is deemed to be interested in
any Shares held by Shanghai Jinyuan by virtue of the SFO. Further,
Ningbo Huixin holds 1.04% interest as the sole general partner of Huixin
Qianhai, whose sole general partner is Ningbo Xinhui holding 1.00% in
Ningbo Huixin. As such, by virtue of the SFO, each of Ningbo Xinhui,
Ningbo Huixin and Huixin Qianhai is therefore deemed to be interested
in any Shares in which Shanghai Jinyuan is interested.

4. Ms. Xie Xiongqing holds 34.72% interest in Huixin Qianhai as a limited
partner, and each of Mr. Ye Xiang and Ms. Ban Lifeng holds 49.50%
interest respectively in Ningbo Huixin as a limited partner. Ningbo
Xinhui is also owned as to 50% by Mr. Ye Xiang and 50% by Ms. Ban
Lifeng. As such, by virtue of the SFO, each of Ms. Xie Xiongging, Mr. Ye
Xiang and Ms. Ban Lifeng is deemed to be interested in any Shares in
which Huixin Qianhai is interested.

Save as disclosed in the section headed “Share Option Scheme”
below, neither the Company nor any of its subsidiaries was a party
to any arrangement to enable the Directors to acquire benefits by
means of the acquisition of shares in, or debenture of, the
Company or any other body corporate during the year ended
December 31, 2023.

Save as disclosed in the section headed “Share Option Scheme”
below, the Company did not enter into any equity-linked
agreement during the year ended December 31, 2023.

Pursuant to the Articles of Association and subject to the applicable
laws and regulations, every Director shall be entitled to be
indemnified out of the assets of the Company against all losses or
liabilities incurred or sustained by him as a Director in defending
any proceedings, whether civil or criminal, in which judgment is
given in his/her favour, or in which he/she is acquitted.

The Company has maintained appropriate liability insurance for its
Directors and senior management.
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Summary of terms

The following is a summary of the principal terms of the Share

Option Scheme approved and adopted by the written resolutions

of all Shareholders of the Company passed on November 11, 2022.

The Directors confirm that the terms of the Share Option Scheme

comply with the requirements under Chapter 17 of the Listing

Rules.

(a)

(b)

(c)

Purpose

The purpose of the Share Option Scheme is to provide
incentive or reward to Eligible Persons (as defined in
paragraph (b) below) for their contribution to, and
continuing efforts to promote the interests of, the Group
and for such other purposes as the Board may approve from
time to time.

Who may join

The Board may, at its absolute discretion, offer eligible
persons (being any director or employee (whether full time
or part time), consultant or advisor of the Group who in the
sole discretion of the Board has contributed to and/or will
contribute to the Group) (the “Eligible Persons”) to
subscribe for such number of Shares in accordance with the
terms of the Share Option Scheme.

Maximum number of Shares

(i) The maximum aggregate number of Shares which
may be issued upon exercise of all outstanding
options granted and yet to be exercised under the
Share Option Scheme and any other share option
schemes of the Company, must not, in aggregate,
exceed 30% of the total number of Shares in issue
from time to time. No options may be granted under
the Share Option Scheme and any other share option
schemes of the Company if this will result in such
limit being exceeded.
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(i)

(iii)

(iv)

Subject to paragraphs (c)(i), (iv) and (v), at the time of
adoption by the Company of the Share Option
Scheme or any new share option scheme (the “New
Scheme”), the aggregate number of Shares which
may be issued upon exercise of all options to be
granted under the Share Option Scheme, the New
Scheme and all schemes existing at such time (the
"Existing Schemes"”) of the Company must not in
aggregate exceed 10% of the total number of the
Shares in issue as of the Listing Date (the “Scheme
Mandate Limit").

For the purposes of calculating the Scheme Mandate
Limit under paragraph (c)(ii), Shares which are the
subject matter of any options that have already
lapsed in accordance with the terms of the relevant
Existing Scheme(s) shall not be counted.

The Scheme Mandate Limit may be refreshed by
ordinary resolution of the Shareholders in general
meeting, provided that:

° the Scheme Mandate Limit so refreshed shall
not exceed 10% of the total number of issued
Shares as of the date of Shareholders’
approval of the refreshment of the Scheme
Mandate Limit;

° options previously granted under any Existing
Schemes (including options outstanding,
cancelled, or lapsed in accordance with the
relevant scheme rules or exercised options)
shall not be counted for the purpose of
calculating the limit as refreshed; and

o a circular regarding the proposed refreshment
of the Scheme Mandate Limit has been
dispatched to the Shareholders in a manner
complying with, and containing the matters
specified in, the relevant provisions of Chapter
17 of the Listing Rules.

(ii)

(iii)

(iv)
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(d)

As of the date of this annual report, the total number
of shares available for issue under the Share Option
Scheme is 22,500,000 Shares, representing 10% of
the issued Shares as of the date of this annual report.

(v) The Company may seek separate approval from the
Shareholders in the general meeting for granting
options which will result in the Scheme Mandate
Limit being exceeded, provided that:

o the grant is to Eligible Persons specifically
identified by the Company before the
approval is sought; and

° a circular regarding the grant has been
dispatched to the Shareholders in a manner
complying with, and containing the matters
specified in, the relevant provisions of
Chapter 17 of the Listing Rules and other
applicable laws and rules, in accordance with
the terms of the Share Option Scheme.

Maximum number of options to any one individual

No option shall be granted to any Eligible Person (the
“Relevant Eligible Person”) if, at the relevant time of grant,
the number of Shares issued and to be issued upon exercise
of all Options (granted and proposed to be granted,
whether exercised, cancelled or outstanding) to the Relevant
Eligible Person in the 12-month period expiring on the date
on which an offer of the grant of an option under the Share
Option Scheme is made to the Relevant Eligible Person
would exceed 1% of the total number of Shares in issue at
such time, unless:

° such grant has been duly approved, in the manner
prescribed by the relevant provisions of Chapter 17
of the Listing Rules, by ordinary resolution of the
Shareholders in general meeting, at which the
Relevant Eligible Person and his associates abstained
from voting;

° a circular regarding the grant has been dispatched to
the Shareholders in a manner complying with, and
containing the information specified in, the relevant
provisions of Chapter 17 of the Listing Rules; and

(d)
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(e)

()

. the number and terms (including the Subscription
Price) of such options are fixed before the general
meeting of the Company at which the same are
approved.

Price of Shares

The subscription price for a Share in respect of any particular
option granted under the Share Option Scheme (which shall
be payable upon exercise of the option) shall be a price
solely determined by the Board and notified to all Eligible
Person and shall be at least the highest of (i) the closing
price of the Shares as stated in the Stock Exchange's daily
quotations sheet on the date of offer to grant option (the
"Offer Date"”), which must be a business day; (ii) the
average of the closing prices of the Shares as stated in the
Stock Exchange’s daily quotations sheet for the five business
days immediately preceding the date of offer to grant
option (provided that the new issue price shall be used as
the closing price for any business day falling within the
period before the listing Shares where the Company has
been listed for less than five business days as of the Offer
Date); and (iii) the nominal value of the Share. A
consideration of RMB1.0 is payable on acceptance of the
offer of an option or options.

Time of exercise of option

Subject to the provisions of the Listing Rules and other
applicable laws and regulations, the Board may in its
absolute discretion when offering the grant of an option
impose an y conditions, restrictions or limitations in relation
thereto in addition to those set forth in the Share Option
Scheme as the Board may think fit (to be stated in the offer
letter) including (without prejudice to the generality of the
foregoing) qualifying and/or continuing eligibility criteria,
conditions, restrictions or limitations relating to the
achievement of performance, operating or financial targets
by the Company and/or the grantee, the satisfactory
performance or maintenance by the grantee of certain
conditions or obligations or the time or period before the
right to exercise the option in respect of all or any of the
Shares shall vest provided that such terms or conditions shall
not be inconsistent with any other terms or conditions of the
Share Option Scheme. For the avoidance of doubt, subject
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to such terms and conditions as the Board may determine as
aforesaid (including such terms and conditions in relation to
their vesting, exercise or otherwise) there is no minimum
period for which an option must be held before it can be
exercised and no performance target which need to be
achieved by the grantee before the option can be exercised.

The date of grant of any particular option is the date on
which the offer relating to such option is duly accepted by
the grantee in accordance with the Share Option Scheme.
An option may be exercised according to the terms of the
Share Option Scheme and the offer in whole or in part by
the grantee (or his personal representatives) before its
expiry by giving notice in writing to the Company stating
that the option is to be exercised and the number of Shares
in respect of which it is exercised provided that the number
of Shares shall be equal to the size of a board lot for dealing
in Shares on the Stock Exchange or an integral multiple
thereof. Such notice must be accompanied by a remittance
for the full amount of the subscription price for the Shares in
respect of which the notice is given. The period during
which an option may be exercised will be determined by the
Board at its absolute discretion, save that no option may be
exercised more than 10 years from the date of grant. No
option may be granted more than 10 years after the date of
approval of the Share Option Scheme. Subject to earlier
termination by the Company in general meeting, the Share
Option Scheme shall be valid and effective for a period of
10 years from the date of adoption of the Share Option
Scheme by Shareholders by resolution at a general meeting.
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HOWKINGTECH INTERNATIONAL HOLDING LIMITED
ANNUAL REPORT 2023

Report of Directors

EEEHE

Details of movements of the share options granted under

RiEHAR BB SR M BRIEZS

the Share Option Scheme during the Reporting Period are as ~ FFI1B20F
follows:
Outstanding
Closing price options Outstanding
immediately asof 1 options as of
Exercise prior to the January December Exercise
Grantees Date of grant Price grant 2023  Granted Exercised Canceled  Lapsed 31,2023 period"™
HE-B-zE HE-%ozf
-A-A t=A=t-A
BERLAN  HATEN GERINL
EEA RHAH g Kif BRE BRY EfE  BHEE  EAX BRE g™
(HKS/share)  (HK$/Share)
(BRER) (SR
Directors
£
Ms. Wang Zheshi March29, 2023 1.56 154 - 8902097 - - - 8902,097 March 29, 2024 to
March 28, 2033
TEfat St ZB-ME=RZTHRZE
=A=thA “E-SEACT\R
Mr.FengYiing  March29,2023 1.5 154 - 5913416 - - - 5913416 March 29, 2024 to
March 28, 2033
i St B ME=RZTHREE
ZAZtNA e el
Mr. Wang Jun March29, 2023 1.56 154 - 3184487 - - - 3184487 March 29, 2024 to
March 28, 2033
185%4 -5-= “ECME=A-TNRE
ZA=thA Z3==F=AZ1/\H
Other employee  March29,2023 15 154 - 4,500,000 - - - 4500000 March?29,2024 0
participants March 28, 2033
AfER2EE T _cF “ERE=A-TNRE
=A-thA “E-SESA1\R
Total 22,500,000 - - - 22500000
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Note:

Subject to the vesting conditions as stated in the respective letters of grant of
the grantees, the share options granted under the Share Option Scheme will be
vested to the grantees in three tranches within three years from the date of grant
as follows:

In respect of the grant to the grantees (except Ms. Wang Zheshi, Mr. Feng Yijing
and Mr. Wang Jun)

(i) one-third of the share options granted to each grantee will be vested at
any time upon the expiration of 12 months from the date of grant;

(ii) one-third of the share options granted to each grantee will be vested at
any time upon the expiration of 24 months from the date of grant; and

(iii) one-third of the share options granted to each grantee will be vested at
any time upon the expiration of 36 months from the date of grant;

In respect of the Grant to Ms. Wang Zheshi, Mr. Feng Yijing and Mr. Wang Jun

(i) 7,402,097, 4,413,416 and 1,684,487 of the share options granted to Ms.
Wang Zheshi, Mr. Feng Yijing and Mr. Wang Jun, respectively, will be
vested at any time upon the expiration of 12 months from the date of
grant;

(ii) 750,000 of the share options granted to each of them will be vested at
any time upon the expiration of 24 months from the date of grant; and

(iii) 750,000 of the share options granted to each of them will be vested at
any time upon the expiration of 36 months from the date of grant.

The number of options available for grant under the Share Option
Scheme mandate as of the adoption date and the end of the
Reporting Period were 22,500,000 and nil, respectively.

The number of Shares that may be issued in respect of share
options granted under the Share Option Scheme of the Company
during the Reporting Period divided by the weighted average
number of Shares in issue (i.e. 224,823,365 Shares) is approximately
0.10.

The remaining life of the Share Option Scheme is eight years and
eight months.
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The Company adopted the Share Award Scheme on May 16, 2023.
The objectives of the Share Award Scheme are: (i) to recognize the
contributions by certain eligible participants and to provide them
with incentives in order to retain them for the continual operation
and development of the Group; and (i) to attract suitable personnel
for further development of the Group. More details are set out in
the announcement of the Company dated May 16, 2023.

Summary of terms

Eligible participants include: (i) any employees of the Group; (ii) any
employees of the holding companies, fellow subsidiaries or
associated companies of the Company; and (iii) any persons who
provide services to any members of the Group on a continuing or
recurring basis in its ordinary and usual course of business which
are in the interests of the long-term growth of the Group, provided
any such person is not a connected person of the Company.

Subject to any early termination as may be determined by the
board of directors of the Company, the share award scheme shall
be valid and effective for a term of ten years commencing on May
16, 2023 after which no further awards will be granted.

Subject to the Share Award Scheme rules, awarded Shares may be
(i) purchased on the Stock Exchange; or (ii) accepted and received
from any significant shareholder or any party designated by the
Company. Once purchased or received, the awarded Shares are to
be held directly or indirectly by the trustee for the benefit of the
selected participants under the trust until they are vested, on and
subject to the terms and conditions of the share award scheme
rules and the trust deed.

The Board shall not make any further grant of award such that the
total number of Shares granted under the Share Award Scheme will
exceed 10% of the total number of issued Shares as of May 16,
2023. On the basis that the total number of issued Shares as of May
16, 2023 was 225,000,000 Shares, the aforesaid 10% limit represents
a total of 22,500,000 Shares. The maximum number of Shares
awarded to a selected participant under the Share Award Scheme,
which would result in the Shares issued and to be issued in respect
of all awards granted to such person (excluding any awards lapsed
in accordance with the terms of the respective scheme(s)), shall not
exceed 1% of the issued share capital of the Company in any
twelve-month period.
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Subject to the Share Award Scheme rules, the Board may, at its
sole and absolute discretion, select any eligible participant for
participation in the Share Award Scheme as a selected participant
and determine the number of Shares to be awarded.

During the Reporting Period, no award Shares were granted,
vested, cancelled or lapsed, and there were no unvested awards
under the Share Award Scheme. Accordingly, the number of Shares
that may be issued in respect of awards granted under the Share
Award Scheme during the Reporting Period divided by the
weighted average number of Shares in issue is nil.

The number of awards available for grant under the Share Award
Scheme mandate as of the adoption date and the end of the
Reporting Period were 22,500,000 and 22,500,000, respectively.

The remaining life of the Share Award Scheme is nine years and
one month.

Based on the information that is publicly available to the Company
and within the knowledge of the Directors as of the date of this
annual report, the Directors confirm that the Company had
maintained the prescribed public float under the Listing Rules as of
the Latest Practicable Date.

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the
Reporting Period.

There are no provisions for pre-emptive rights under the Articles of
Association, or the laws of Cayman Islands, which would oblige the
Company to offer new shares of the Company on a pro-rata basis
to its existing Shareholders.

The Directors are not aware of any tax relief and exemption
available to the Shareholders by reason of their holding of the
Company's securities.
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There were no other significant events that required additional
disclosure or adjustments occurred after the end of the Reporting
Period and up to the date of this annual report.

On May 25, 2023, the Company, Etic International Limited and
Yitaike Talent Limited entered into the agreement for the
subscription by the Company for the 111,270 new ordinary shares
(the "Subscription Shares”) in the share capital of Etic International
Limited to be subscribed by the Company at a consideration of
HK$15,000,000 in cash (the “Subscription”). The Subscription
Shares represent 2.2254% of the issued share capital of Etic
International Limited as of May 25, 2023, and approximately
2.17695% of the issued share capital of Etic International Limited as
enlarged by the allotment and issue of the Subscription Shares.

Ms. Wang Zheshi, as a controlling shareholder of the Company and
an executive Director, indirectly holds approximately 50.41468% of
the issued share capital of Etic International Limited through Yitaike
Talent Limited, a wholly-owned investment vehicle of Ms. Wang
Zheshi. As such, each of Etic International Limited and Yitaike
Talent Limited is an associate of Ms. Wang Zheshi, and thus a
connected person of the Company under Chapter 14A of the
Listing Rules. Accordingly, the Subscription constitutes a connected
transaction of the Company under Chapter 14A of the Listing Rules.
As the highest applicable percentage ratio (as defined in the Listing
Rules) in respect of the Subscription exceeds 0.1% but is less than
5%, the Subscription is subject to the reporting and announcement
requirements but is exempt from the circular (including
independent financial advice) and shareholders’ approval
requirements pursuant to Rule 14A.76(2) of the Listing Rules.

For more details, please refer to the announcement of the
Company dated May 25, 2023.

The related party transactions undertaken during the Reporting
Period are set out in note 30 to the financial statements which do
not constitute connected or continuing connected transactions
under Chapter 14A of the Listing Rules. The Company has complied
with all relevant disclosure requirements as set out in Chapter 14A
of the Listing Rules.
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