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The Board of the Company is responsible for
the effective implementation of the internal
control system against money laundering and
has authorized the anti-money laundering
leading team to perform the Company's anti-
money laundering duties. At the same time,
the Company has established the “Three
Defenses” anti-money laundering
management structure to require all staff to
join hand in preventing money laundering and
terrorist financing risks faced by the Company
during the daily business course:

(i) the first defense (business
departments): the departments of the
Company with primary responsibilities
for performing the obligation of
identifying customer identity and
monitoring suspicious transaction
activities; responsible for prudent
verification of customer identity data
and the obligations of identifying
customer identity and identifying and
reporting major and suspicious
transactions;

(ii) the second defense (law department/
external law advisor): responsible for
interpreting relevant anti-money
laundering laws and regulations, taking
the lead in the establishment and
revision of the Company’s anti-money
laundering system and providing
advices to the first defense in carrying
out anti-money laundering;

(iii) the third defense (internal audit
department): to check the effective
implementation of each anti-money
laundering control measure by various
business functions through carrying
out audit on the anti-money laundering
efforts of the first defense.
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Figure: the Company’s “Three Defenses” against money laundering
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12.7.3 Anti-bribery 12.7.3 R 555

The Company implements a standard of D RIABEREESEFR
integrity for all of its business activities, and BHEFEEE - EAER
any form of corruption and bribery is strictly HE)S - R EERRITR
prohibited and those involved will be dealt BRI - BEER
with in accordance with the laws and BWHOE ~ AR BRIE © AT
regulations. The Company strictly prohibits BRI BEX R
the offering, accepting and soliciting of HRBRER - 18%) - B A
bribes, gifts, entertainments or other forms of e - § B A]
practices designed to influence or likely to R BN RINAERE
influence the Company's relevant business B - EEGEE RS NEE
decisions to obtain an unusual or improper BERMOE - R - AF
advantage. The Company also complies with BFEBKRBINEBUE)
overseas laws and regulations, including the FRINEEER - BIbE
United States Foreign Corrupt Practices Act, BINAIEHTITH - R
which prohibits the offering of bribes to and B o

soliciting of bribes from local governments
overseas.
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By establishing the business philosophy with a
core of “law-abiding and honesty, high quality
service”, and combining with the Company’s
actual situation, the Company formulated
anti-corruption management measures,
strengthened the supervision and
management on key segments and important
positions where corruption was frequent and
highly likely to occur to ensure the
commitment system for prevention of
commercial bribery in governance, guided the
Company’s management personnel to act in
accordance with the laws, and resisted
negative and corrupt behaviors, such as
disregarding moral principles in pursuit of
profit, benefiting oneself at the expense of
public interests, failing on complying with
commitments, and deception and fraud,
thereby establishing a good image of the
Company. The Company's anti-corruption
management measures also provide for the
implementation of the commitment system
for prevention of commercial bribery by key
segments and important positions. Individuals
at important positions and units or individuals
with business dealings shall sign the
Commitment to Prevent Commercial Bribery

(CFER R FEERAGEE) ) with the Company.

The Company's internal audit department is
the department for supervising and managing
the commitment system for prevention of
commercial bribery, responsible for timely
identifying the signs of commercial bribery,
studying the countermeasures and measures
for the prevention of commercial bribery. For
the personnel of units with transactions in
economic activities who refuse to perform the
Commitment ({F&FEE)), their accountability
will be determined in accordance with
relevant regulations; and those who constitute
commercial bribery (offering bribery) crimes
will be passed to the judicial organs to
investigate the criminal liability.
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The Company continuously conducts training
related to anti-corruption and integrity
building, which is organized and implemented
by the administration department. During the
Reporting Period, the Company has organized
totally one anti-corruption training covering
all directors and employees.

12.8 B8 Community Investment

Howkingtech is committed to building a caring and
harmonious relationship with the communities where
our business is operated, combining the industry and
our own strengths to contribute to the communities
with responsibility and charity, and to work together
to create a positive environment for social good. As a
technological innovation-based enterprise, the
Company cares about equity in education and values
the role of education and knowledge in the
technology development and the social progress.

On December 14, 2022, the Company donated
RMB100,000 to the Match Sticks Organization’s (/X 4
‘A=) project to provide supports to rural teachers
and the growth of children and to improve education
in villages as a contribution to equal access to
education. In the future, the Company will continue
to fulfill its social responsibilities, explore and expand
the scope of investments in communities, so as to
promote the sustainable development of the social
environment.
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EERR B Howkingtech

EIEEEERMB1000007T, SUF KD AHUMA
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Picture: Howkingtech'’s Match Sticks Organization donation certificate
DORBRRHR [NRRm | BEES

The company encourages its employees to actively NAEEE 8 THEKRLEARRIN
participate in various beneficial activities inside and MEEEmaE - D5 RAR
outside the company, including activities organized EEARBEE T2 MPINER
in the community and organize employees to EER 2T B RANEE) © &
participate in outdoor hiking activities and participate EEBERE T HUEE - Thes
in urban marathon activities. These activities can help RS ERRE -

improve employee health and can also increase the
spirit of solidarity and cooperation.
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TABLE OF ENVIRONMENTAL AND SOCIAL BiENTEENE
PERFORMANCE
Indicator Category  Performance Indicator Unit 2023
EEXE RARIER By —B-=F
Environmental Total hazardous waste produced kg 2.02
Performance EERRYELES Fr
IRIBIEW Total non-hazardous waste produced kg 9.13
EEREYMELHEE TR
Total greenhouse gas emissions (Scope 1, tons of COe 135.80
Scope 2) W — S LineE =
BRERBHNEE (BE— #E )
Comprehensive energy consumption tons of standard coal 30.47
fRERERE WRAR R
Total water consumption ton 1,366.59
BRAKE Mg
Plastic packaging ton 0.10
BRER A
Carton packaging ton 0.85
vaek Mg
Expanded polyethylene ton 0.25
P Ik 7]
Social Performance  Total employees person 65
RN BTH% A
Total employee turnover rate % 33.63
BT /MK
Percentage of employees trained % 100
RINE L=
Average training hours per employee hour 25.18
LN AN
Fatality as a result of work-related injuries person 0
(in recent three years) A
EITEEEMETHE TABCI=5F)
Total suppliers Company 87

HIEE AT

ER
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ESG INDICATOR INDEX
Section of the Report

BREEH

ESGIEZERE

Environmental, Social and Contribution to SDGs
Governance Reporting Guide Index

(B - HERERHERES) &5l  HR/SDG

About this Report
Scope of the Report
HEEHE

Standard of the Report
HEZRE

Data Sources and Reliability Description

SR AR K AT SR PR

The Board Statement
BEEgEH

Responses to the ESG Reporting
Principles of the Stock Exchange
$6 52 PTESG ¥ 5 R Bl @ fE

ESG Governance

ESGEE

Active Support for the Sustainable
Development Goals
BEFAHEERAR
Stakeholders Communication
Gy ey 3l

Analysis of Material Issues

EANEZEENT

/ /

A Environmental Responsibility
ARRRE
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The Board is pleased to present the corporate governance report
of the Company for the year ended December 31, 2023.

The Company is committed to maintenance of good corporate
governance practices and procedures. The principle of the
Company'’s corporate governance is to promote effective internal
control measures, uphold a high standard of ethics, transparency,
responsibility and integrity in all aspects of business, to ensure that
its business and operations are conducted in accordance with
applicable laws and regulations and to enhance the transparency
and accountability of the Board to all Shareholders. The Company’s
corporate governance practices are based on the principles and
code provisions as set out in part 2 of the CG Code.

Pursuant to code provision C.2.1 of part 2 of the CG Code,
companies listed on the Stock Exchange are expected to comply
with, but may choose to deviate from the requirement that the
responsibilities between the chairman and the chief executive
officer should be segregated and should not be performed by the
same individual. The Company does not have a separate chairman
and chief executive officer and Dr. Chen Ping currently performs
these two roles concurrently.

The Board believes that vesting the roles of both the chairman and
chief executive officer in the same person has the benefit of
ensuring consistent leadership within the Group for more effective
and efficient overall strategic planning for the Group. The Board
considers that the balance of power and authority within the Group
will not be impaired by the present arrangement and the current
structure will enable the Company to make and implement
decisions more promptly and effectively. The Board will from time
to time review and consider splitting the roles of chairman of the
Board and the chief executive officer of the Company to ensure
appropriate and timely arrangements are in place to meet changing
circumstances.

Save for the deviation from code provision C.2.1 of part 2 of the CG
Code as described above, the Company had complied with all
applicable code provisions set out in part 2 of the CG Code during
the year ended December 31, 2023.
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With the corporate culture “not to transform the world, but to
cultivate an improved way of living”, the Company is committed to
assist customers to realize and optimize their digitalizations.

Composition of the Board

The Board currently consists of seven Directors comprising four
executive Directors, namely Dr. Chen Ping (chairman), Ms. Wang
Zheshi, Mr. Feng Yijing and Mr. Wang Jun and three independent
non-executive directors, namely Mr. Gu Jiong, Mr. Fong Wo, Felix
and Mr. Yang Hai.

Responsibilities and Function

The Board is responsible for leadership and control of the Company
and oversees the Group’s businesses, strategic decisions and
performance, and is collectively responsible for promoting the
success of the Company by directing and supervising its affairs.

The functions and duties of the Board include, but are not limited
to, convening the general meetings, reporting on the performance
of the Board’s work at the general meetings, implementing the
resolutions passed at the general meetings, determining business
and investment plans, formulating annual financial budget and final
accounts, formulating the Company’s proposals for profit
distributions, and formulating proposals for increase or reduction
of capital as well as exercising other powers, functions and duties as
conformed by the Articles of Association.

The Board has assigned the powers and responsibilities of the
Group's daily operations, management and administration to the
senior management of the Company. The Board regularly reviews
the functions and powers delegated to ensure that the assignments
are still appropriate. To oversee specific aspects of the Company’s
affairs, the Board has established three board committees,
including the Audit Committee, the Remuneration Committee and
the Nomination Committee. The Board has assigned
responsibilities to the Board committees in accordance with their
respective scopes of powers and functions.
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Pursuant to code provision C.2.1 of Part 2 of the CG Code, the roles
of the chairman and the chief executive officer should be
segregated and should not be performed by the same individual.
The Company does not have a separate chairman and chief
executive officer and Dr. Chen Ping currently performs these two
roles concurrently.

The Board believes that vesting the roles of both the chairman and
chief executive officer in the same person has the benefit of
ensuring consistent leadership within the Group for more effective
and efficient overall strategic planning for the Group. The Board
considers that the balance of power and authority within the Group
will not be impaired by the present arrangement and the current
structure will enable the Company to make and implement
decisions more promptly and effectively. The Board will from time
to time review and consider splitting the roles of chairman of the
Board and the chief executive officer of the Company to ensure
appropriate and timely arrangements are in place to meet changing
circumstances.

During the year ended December 31, 2023, the Company had three
independent non-executive Directors, in compliance with the Rules
3.10(1) and 3.10(2) of the Listing Rules, with at least one of them
possessing appropriate professional qualifications or accounting or
related financial management expertise. The number of
independent non-executive Directors accounts for more than one-
third of the number of the Board members.

Code provision B.2.2 of part 2 of the CG Code stipulates that every
director, including those appointed for a specific term, should be
subject to retirement by rotation at least once every three years.
The term of appointment of non-executive Directors and
independent non-executive Directors is for a term of three years.
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The procedures and process of appointment, re-election and
removal of Directors are set out in the Articles of Association.

In accordance with Article 108 of the Articles, at each annual
general meeting one-third of the Directors for the time being (or, if
their number is not a multiple of three (3), the number nearest to
but not less than one-third) shall retire from office by rotation
provided that every Director shall be subject to retirement at an
annual general meeting at least once every three years.
Accordingly, Mr. Gu Jiong, Mr. Fong Wo, Felix and Mr. Yang Hai
shall be retired from office by rotation at the 2024 AGM, and being
eligible, offer themselves for re-election.

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in Appendix
C3 (formerly Appendix 10) to the Listing Rules, which applies to all
Directors and relevant employees of the Company who are likely to
possess inside information in relation to the Company or its
securities due to his/her office or employment.

The Company has made specific enquiries with each Director, and
each of them confirmed that he/she had complied with all required
standards under the Model Code during the year ended December
31, 2023.

Each newly appointed director shall be provided with necessary
induction and information to ensure that he/she has a proper
understanding of the Company'’s operations and businesses as well
as his/her responsibilities under the Listing Rules, relevant laws,
rules and regulations. The Directors are also provided with regular
updates on the Company’s performance, position and prospects to
enable the Board as a whole and each Director to discharge their
duties. Directors should participate in appropriate continuous
professional development to develop and refresh their knowledge
and skills. Internally-facilitated briefings for Directors would be
arranged and reading material on relevant topics would be
provided to Directors where appropriate.
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According to records provided by the Directors, a summary of
training received by the Directors during the Reporting Period is as

follows:
Name of Directors EEME
Executive Directors HITES
Dr. Chen Ping BRI IEL
Ms. Wang Zheshi FERZT
Mr. Feng Yijing REETE
Mr. Wang Jun FERE

Independent Non-executive Directors B I TES

Mr. Gu Jiong B 5 A
Mr. Fong Wo, Felix FREE
Mr. Yang Hai T

The Directors acknowledge their responsibilities for preparing the
financial statements of the Company for the Reporting Period.

The Directors are responsible for overseeing the preparation of
financial statements of the Company with a view to ensuring that
such financial statements give a true and fair view of the financial
position of the Group and relevant statutory and regulatory
requirements and applicable accounting standards are complied
with.

The Directors are not aware of any material uncertainties relating to
events or conditions that may cast significant doubt on the
Company's ability to continue as a going concern.
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BOARD MEETINGS, BOARD COMMITTEES MEETINGS
AND GENERAL MEETINGS

The Board has met regularly and Board meetings has held at least
four times a year at approximately quarterly intervals. Notices of
regular Board meetings are served to all of the Directors at least 14
days before the meetings. For other Board and Board committee
meetings, reasonable notices were generally given. Minutes of
meetings are kept by the company secretary with copies circulated
to all Directors or Board committee members for information and
records within a reasonable time after the date of the meeting.
Directors who have conflicts of interest in a resolution are required
to abstain from voting.

Directors’ Attendance Records

The attendance record of each Director at the Board meetings, the
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Board Committee meetings and the general meetings of the )Ejf-I— BIFFERTNESg2R EF%
Company held during the year ended December 31, 2023 is set out B @@ RIRET A S HE 08 -
in the table below:
Attendance/Number of Meetings
LR/ ERRY
Annual
Audit Remuneration Nomination General
Board Committee Committee  Committee Meeting
Name of Director £33 Exe ENZET  FMZRE ReZEe RRAFAE
Executive Directors YrEs
Dr. Chen Ping RTET 5/5 - - 171 17N
Ms. Wang Zheshi FEMTT 5/5 - - - 17
Mr. Feng Yijing RERILE 5/5 - 1/1 - 11
Mr. Wang Jun TEEE 5/5 - - - 1"n
Independent Non-executive Directors BUFHITES
Mr. Gu Jiong BEE 5/5 22 - 171 1”n
Mr. Fong Wo, Felix bkilbivtes 5/5 22 1/1 1/1 171
Mr. Yang Hai iy 5/5 2/2 1/1 - 1
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Apart from regular Board meetings, the Chairman also held a
meeting with the Independent Non-executive Directors without the
presence of other Directors during the Reporting Period.

During the year ended 31 December 2023, the Company held one
annual general meeting, and the Independent Non-executive
Directors have attended the general meeting of the Company to
gain and develop a balanced understanding of the view of the
Shareholders.

The Company has established three Board committees in
accordance with the relevant laws and regulations and the
corporate governance practice under the Listing Rules, including
the Audit Committee, the Remuneration Committee and the
Nomination Committee.

Audit Committee

The Audit Committee was established by the Company pursuant to
a resolution passed in a meeting of the Board held on November
11, 2022 with written terms of reference in compliance with Rule
3.21 of the Listing Rules and paragraph D.3 of the CG Code. The
primary duties of the Audit Committee are to provide an
independent view of the effectiveness of the Group’s financial
reporting, risk management and internal control systems, oversee
the audit process, develop and review policies and perform other
duties and responsibilities as assigned by the Board. The members
of the Audit Committee are Mr. Gu Jiong, Mr. Fong Wo, Felix and
Mr. Yang Hai, all of whom are independent non-executive Directors.
Mr. Gu Jiong is the chairman of the Audit Committee.

The Audit Committee held two meetings to review, in respect of
the year ended December 31, 2023, the interim and annual financial
results and reports and significant issues on the financial reporting,
operational and compliance controls, the effectiveness of the risk
management and internal control systems and internal audit
function, appointment of external auditors and relevant scope of
works and, connected transactions and arrangements for
employees to raise concerns about possible improprieties.

The Audit Committee also met the external auditors twice without
the presence of the Executive Directors.
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Remuneration Committee

The Remuneration Committee was established by the Company
pursuant to a resolution passed in a meeting of the Board held on
November 11, 2022 with written terms of reference in compliance
with Rule 3.25 of the Listing Rules and paragraph E.1 of the CG
Code. The primary duties of the Remuneration Committee are to (i)
establish, review and make recommendations to the Directors on
the Group's policy and structure concerning remuneration of the
Directors and senior management and on the establishment of a
formal and transparent procedure for developing policies
concerning such remuneration; (ii) determine the terms of the
specific remuneration package of each executive Director and
senior management; (i) review and approve performance-based
remuneration by reference to corporate goals and objectives
resolved by the Board from time to time; and (iv) review and/or
approve matters relating to the Share Option Scheme. The
members of the remuneration committee are Mr. Fong Wo, Felix,
Mr. Yang Hai and Mr. Feng Yijing. Mr. Fong Wo, Felix is the
chairman of the Remuneration Committee.

Pursuant to the code provision E.1.5 of part 2 of the CG Code, the
following table sets forth the remuneration (excluding equity-
settled share option expenses) of the members of senior
management categorized by remuneration group for the year
ended December 31, 2023:
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Further details of the Directors’ emoluments and the top five
highest paid employees required to be disclosed under Appendix
D2 to the Listing Rules are set out in notes 8 and 9 to the financial
statements.

Regular reviews are conducted on Directors’ remuneration package
with reference to companies with comparable business or scale and
appropriate adjustments are proposed.
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The Remuneration Committee met once during the year ended
December 31, 2023 to consider the relevant matters regarding; to
review and make recommendation to the Board on the
remuneration policy and the remuneration packages of the
Executive Directors and senior management; and to consider and
approve the grant of share options to eligible participants pursuant
to the Share Option Scheme.

Nomination Committee

The Nomination Committee was established by the Company
pursuant to a resolution passed in a meeting of the Board held on
November 11, 2022 with written terms of reference in compliance
with paragraph B.3 of the CG Code. The primary duties of the
Nomination Committee are to (i) review the structure, size and
composition of the Board on a regular basis and make
recommendations regarding any proposed changes to its
composition; (i) identify, select or make recommendations to the
Board on the selection of nominees for directorship; (iii) ensure the
diversity of the Board; (iv) assess the independence of the
independent non-executive Directors; and (v) make
recommendations to the Board on relevant matters relating to the
appointment, re-appointment, removal and succession of the
Directors. The members of the Nomination Committee are Dr.
Chen Ping, Mr. Fong Wo, Felix and Mr. Gu Jiong. Dr. Chen Ping is
the chairman of the Nomination Committee.
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Nomination Policy

The Company has established a nomination policy which sets out

the selection criteria and nomination procedures for the

appointment of Directors. The selection criteria used as reference
by the Nomination Committee in assessing the suitability of a

proposed candidate:

M

2

character and integrity;

qualifications including professional qualifications, skills,
knowledge and experience that are relevant to the
Company's business and corporate strategy;

accomplishment and experience business from time to time
conducted, engaged in or invested in by any member of the
Group;

commitment in respect of available time and relevant
interest;

requirement for the Board to have independent directors in
accordance with the Listing Rules and whether the
candidates would be considered independent with
reference to the independence guidelines set out in the
Listing Rules;

the board diversity policy and any measurable objectives
adopted by the Nomination Committee for achieving
diversity on the Board; and

such other perspectives appropriate to the Company's
business.
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The nomination procedure is as follows:

1. For filling a casual vacancy, the Nomination Committee shall
make recommendations for the Board's consideration and
approval. For proposing candidates to stand for election at
a general meeting, the Nomination Committee shall make
nominations to the Board for its consideration and
recommendation.

2. The Nomination Committee shall, upon receipt of the
proposal on appointment of new director and the
biographical information (or relevant details) of the
candidate, evaluate such candidate based on the criteria as
set out above to determine whether such candidate is
qualified for directorship.

3. If the process yields one or more desirable candidates, the
Nomination Committee shall rank them by order of
preference based on the needs of the Company and
reference check of each candidate (where applicable).

4. The Nomination Committee shall then recommend to
appoint the appropriate candidate for directorship. The
Board shall have the ultimate responsibility for selection and
appointment of Directors.

58 For any person that is nominated by a shareholder for
election as a director at the general meeting of the
Company pursuant to its constitutional documents, the
Nomination Committee shall evaluate such candidate based
on the criteria as set out above to determine whether such
candidate is qualified for directorship and where
appropriate, the Nomination Committee and/or the Board
shall make recommendation to shareholders in respect of
the proposed election of director at the general meeting.

The Nomination Committee met once to review the structure, size
and composition of the Board and the independence of the
Independent Non-executive Directors, and to consider the
qualifications of the retiring Directors standing for re-election at the
Annual General Meeting, to review the Board Diversity Policy and
Director Nomination Policy. The Nomination Committee
considered an appropriate balance of diversity perspectives of the
Board is maintained and has not set any measurable objective
implementing the Board Diversity policy.
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Board Diversity Policy

The Company has adopted a board diversity policy which sets out
the approach to achieve and maintain an appropriate balance of
skills, experience and diversity perspectives of the Board that are
relevant to the business growth and support the execution of the
business strategy. Pursuant to the board diversity policy, selection
of Board candidates will be based on a range of diversity
perspectives, including but not limited to gender, age, cultural and
educational background, professional qualifications, skills,
knowledge, and industry experience. The ultimate decision will be
based on merit and contribution that the selected candidates will
bring to the Board.

The Board comprises seven members, including four executive
Directors and three independent non-executive Directors. The
Directors have a balanced mix of knowledge and experiences,
including business management, strategic development, direct
selling and social commerce, administration and management,
finance, auditing and accounting experiences. The Board members
also obtained degrees in various majors including art and design,
engineering and auditing. Furthermore, the ages of the Directors
range from 41 to 73 years old. The Company has also taken, and
will continue to take steps to promote gender diversity at all levels
of the Company, including but without limitation at the Board and
senior management levels. In particular, one of the existing
executive Directors of the Company is a female. The Company is
also committed to adopting similar approach to promote diversity
of the management (including but not limited to the senior
management) of the Company to enhance the effectiveness of the
corporate governance and will continue to apply the principle of
appointments based on merits with reference to the board diversity
policy as a whole.

The Nomination Committee is responsible for ensuring the diversity
of the Board. The Nomination Committee reviews the board
diversity policy (including gender balance) from time to time to
ensure its continued effectiveness and the Company will disclose
the implementation of the board diversity policy in the corporate
governance report on an annual basis.
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In view of the background of the existing Directors, the Nomination
Committee is of the view that the composition of the Board is
diversified.

The Company’s gender diversity is also reflected in the workforce
throughout the Group for the year ended December 31, 2023. As of
the date of this annual report, 55% of the Group's total workforce
(including senior management) are female. The Company targets
to maintain a high level of female representation in the Group’s
workforce.

Board Independence Mechanism

The Company recognises that Board independence is pivotal in
good corporate governance and Board effectiveness. The Board
has established mechanisms to ensure independent views and
input from any Director of the Company are conveyed to the Board
for enhancing an objective and effective decision making.

The governance framework and the following mechanisms are
reviewed annually by Audit Committee as delegated by the Board,
to ensure their effectiveness:

1, Three out of the seven Directors are independent non-
executive Directors, which meets the requirements of the
Listing Rules that the Board must have at least three
independent non-executive Directors and must appoint
independent non-executive Directors representing at least
one-third of the Board.

2; The Nomination Committee will assess the independence of
a candidate who is nominated to be a new independent
non-executive Director and the contribution to the diversity
of the Board according to the board diversity policy adopted
by the Company from time to time before appointment and
also the continued independence of existing independent
non-executive Directors and their time commitments
annually. On an annual basis, all independent non-executive
Directors are required to confirm in writing their compliance
of independence requirements pursuant to Rule 3.13 of the
Listing Rules, and to disclose the number and nature of
offices held by them in public companies or organisations
and other significant commitments.
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External independent professional advice is available as and
when required by individual Directors.

All Directors are encouraged to express freely their
independent views and constructive challenges during the
Board/Board Committee meetings.

No equity-based remuneration with performance-related
elements will be granted to independent non-executive
Directors.

A Director (including independent non-executive Director)
who has a material interest in a contract, arrangement or
other proposal shall not vote or be counted in the quorum
on any Board resolution approving the same.

The chairperson of the Board meets with independent non-
executive Directors annually without the presence of the
executive Director and non-executive Directors.

The Audit Committee is responsible for performing the duties on
corporate governance functions set out below:

develop and review the Company’s policies and practices
on corporate governance and make recommendations to
the Board;

review and monitor the training and continuous professional
development of Directors and senior management of the
Company;

review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
directors of the Company; and

review the Company’s compliance with the code and
disclosure in the Corporate Governance Report of the
Company.
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During the year ended December 31, 2023, the Audit Committee
has reviewed the Company’s corporate governance policies and
practices, Directors’ and senior management’s training and
continuing professional development, the Company'’s policies and
practices in complying with legal and regulatory requirements,
compliance with the Model Code, and the Company’s compliance
with the CG Code and its disclosure in the corporate governance
report.

Ms. Zhang Xiao served as the company secretary of the Company
(the “Company Secretary”) until her resignation on February 29,
2024. The Company has appointed Ms. Pun Ka Ying (a senior
manager of corporate services of Tricor Services Limited) as the
Company Secretary on March 1, 2024.

Mr. Feng Yijing, the executive Director and chief financial officer of
the Company, is the primary contact of the Company Secretary at
the Company. All Directors have access to the advice and services
of the Company Secretary to ensure that board procedures, and all
applicable law, rules and regulations, are followed. During the
Reporting Period, each Company Secretary has completed more
than 15 hours of relevant professional training according to Rule
3.29 of the Listing Rules.

The remuneration of the external auditor of the Company, Ernst &
Young, in respect of audit and non-audit services provided to the
Group for the Reporting Period are set out as below.
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The Board has overall responsibility for the risk management and
internal control systems of the Company. The Board is committed
to implementing an effective and sound risk management and
internal control system to safeguard the interest of the shareholders
and the assets of the Company.

The Board acknowledges that it is responsible for the risk
management and internal control systems and reviewing their
effectiveness. The Board has placed great emphasis on the
establishment and improvement of the risk management and
internal control systems and is responsible for evaluating and
determining the degree of risk acceptable to the Company in
achieving its strategic objectives. Such systems are designed to
manage rather than eliminate the risk of failure to achieve business
objectives, and can only provide reasonable and not absolute
assurance against material misstatement or loss.

The Board has delegated its responsibilities (with relevant
authorities) of risk management and internal control to the Audit
Committee, who oversees management in the design,
implementation and monitoring of the risk management and
internal control systems.

The Board has conducted a review of the systems of risk
management and internal control for the Reporting Period to
ensure the effectiveness and adequacy of the systems. Such review
shall be conducted annually. The Board considered that the risk
management and internal control systems of Company for the
Reporting Period were effective and adequate.
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Main features of the risk management and internal
control systems

Highlights of the Group’s internal control measures include the
following:

o the Group has improved the existing internal control
framework by adopting a set of internal control manual and
policies, which cover corporate governance, risk
management, operation and legal matters;

° the Directors have received trainings conducted by the
Company's legal advisor as to Hong Kong laws on the
continuing obligations, duties and responsibilities of
directors of publicly listed companies under the applicable
laws of Hong Kong;

o each of the Directors is aware of the fiduciary duties as a
director which require, among other things, that he or she
must act for the benefit and in the best interest of the
Company and must not allow any conflict between his duties
as a director and his personal interests. In the event that
there is a potential conflict of interest arising out of any
transaction to be entered into between the Company and
Directors or their respective associates, any interested
Director will be abstained from voting at the relevant
meeting of the Board in respect of such transaction and
shall not be counted in the quorum;

o the Group has adopted various policies to ensure
compliance with the Listing Rules, including those in relation
to risk management and information disclosure;

° the Group has appointed external legal advisor to advise on
the compliance requirements of the Listing Rules and ensure
the compliance with relevant regulatory requirements and
applicable laws, where necessary;

° the Group will assess and monitor the implementation of
the internal control manual and policies by the relevant
departments and companies in the Group through regular
audits and inspections;
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o the Group will provide internal training to employees as
appropriate in order to enable them to follow the internal
control and corporate governance procedures;

° the Group will provide anti-corruption and anti-bribery
compliance policies in the manual and implement a whistle-
blower program under which the employees are encouraged
to report instances of briberies directly to the finance
department; and

o the Group will keep implementing updated policies to the
extent necessary to ensure future compliance with
applicable laws and regulations.

The process used to identify, evaluate and manage
significant risks

In December 2022, the Company completed the Global Offering
and was listed on the Main Board of the Stock Exchange. Through
a series of governance measures with strict standards, the Company
has formed a governance structure that meets the relevant
regulatory requirements of the Stock Exchange and other relevant
regulatory provisions.

The Company has set up the Audit Committee. The Board has
delegated to the Audit Committee the responsibility for reviewing
the effectiveness of the risk management and internal control
systems of the Group. The specific work of risk management and
internal audit is mainly carried out by the internal audit team which
reports directly to the Audit Committee. The internal audit team
has a high degree of independence, and is responsible for
providing an evaluation on the effectiveness of the Company's risk
management and internal control systems. The internal audit team
focuses on significant risks to gradually form the systematic and
standardized audit model and procedures, and examines key issues
in relation to the key internal controls, and provide its findings and
recommendations to the Audit Committee. The internal audit team
shall study on the rectification measures and strictly monitor the
implementation results of rectification measures jointly with the
business and other relevant departments, in order to ensure that
the rectification measures can be effectively and thoroughly
implemented.
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The Company takes comprehensive risk management as an
important task in its daily operation and has taken into account the
regulatory requirements to formulate relevant disclosure policies as
well. In order to prevent risks and enhance internal control, the
Company has developed an interconnected organizational system
with clear accountability and effective check and balance. The
Company has, taking into account its specific conditions,
established and improved internal control system. The Company'’s
internal control establishment has basically covered all operating
segments of the Company, including organisation, production
operations, financial management, personnel management, and
information disclosure, etc. The Company has formulated and
implemented the Howkingtech Corporate Internal Control System,
standardized the internal audit work, defined the internal audit
team'’s main job responsibilities and work authority, and stipulated
the internal control principles and the basic procedures for the
implementation of internal control work. The Company has
formulated and put into implementation the Howkingtech
Corporate Risk Management Regulations to define risk
management organization and duties at various levels and risk
management processes of the Company. The Company developed
an annual risk management and internal audit work plan in
accordance with the internal control system and risk management
system of the Company, and reviewed the effectiveness of its risk
management and internal control execution. In addition, the
Company also has formulated and put into implementation the
Howkingtech Corporate Administrative Rules for Information
Disclosure, which provides general guidelines for the directors,
senior managers and employees of the Company to handle
confidential information, defines the Company’s information
disclosure responsibility, strengthens the management of
information disclosure affairs, standardizes the company’s
information disclosure behavior, and ensures the Company's
information disclosure is true, accurate, complete and timely.
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The audit work of the Company in 2023, focusing on two core
elements of system development and execution capability
enhancement, highlighted key risks that have significant impact,
strengthened supervision and evaluation, and gave full play to the
internal control system. The Group has carried out internal reviews
of key audit matters such as the Company's sales process, accounts
receivable management, procurement and payment process,
related transactions, and further improved the internal control
system and driving Rectifications of Internal Control Deficiencies.
The Group also conducts training and learning on the internal
control system for Directors, senior managers and other employees
to enhance the internal control consciousness of all employees and
form an internal control culture of abiding by the law.

The Board has conducted an annual review of the Group's risk
management and internal control systems for the year ended 31
December 2023. The Board considers that the current risk
management and internal control systems of the Group are
effective and adequate.

Handling and dissemination of inside information

The Group regulates the handling and dissemination of inside
information according to the inside information policy of the
Company and the “Guidelines on Disclosure of Inside Information”
published by the Securities and Future Commission in June 2012 to
ensure inside information remains confidential until the disclosure
of such information is appropriately approved, and the
dissemination of such information is efficiently and consistently
made. The Company regularly reminds the Directors and
employees about due compliance with all policies regarding the
inside information. Also, the Company keeps Directors, senior
management and employees abreast of the latest regulatory
updates. The Company shall prepare or update appropriate
guidelines or policies to ensure the compliance with regulatory
requirements.
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SHAREHOLDERS' RIGHTS

The Procedures for Shareholders to Convene an
Extraordinary General Meeting ("EGM") and for
Putting Forward Proposals at General Meeting

Pursuant to Article 64 of the Articles of Association, any one or
more Shareholders holding, at the date of deposit of the
requisition, not less than one-tenth of the paid up capital of the
Company having the right of voting at general meetings, on a one
vote per share basis in the share capital of the Company, and the
foregoing Shareholders shall be able to add resolutions to the
meeting agenda. Such requisition shall be made in writing to the
Board or the company secretary for the purpose of requiring an
extraordinary general meeting to be called by the Board for the
transaction of any business specified in such requisition. Such
meeting shall be held within 2 months after the deposit of such
requisition. If within 21 days of such deposit, the Board fails to
proceed to convene such meeting, the Shareholder(s) himself/
herself (themselves) may do so in the same manner, and all
reasonable expenses incurred by the Shareholder(s) as a result of
the failure of the Board shall be reimbursed to the Shareholder(s)
by the Company.

The above written requisition shall be addressed to the Company's
principal place of business in Hong Kong at 5/F, Manulife Place,
348 Kwun Tong Road, Kowloon, Hong Kong.

There are no provisions in the Articles of Association or the Cayman
Companies Act for shareholders to move new resolutions at
general meetings. Shareholders who wish to move a resolution may
request the Company to convene a general meeting in accordance
with the above procedures for shareholders to convene an
extraordinary general meeting.

Procedures for Directing Shareholders’ Enquiries to
the Board

Should any questions as to the Company arise, shareholders and
investors may contact the Company. The contact details of the
Company are as follows:

Howkingtech International Holding Limited

Address: 5/F, Manulife Place, 348 Kwun Tong Road, Kowloon, Hong
Kong

Email: ir@howkingtech.com
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Shareholders may also make enquiries with the Board at the
general meetings of the Company.

Amendments To Constitutional Document

There was no amendment made to the constitutional documents of
the Company during the Reporting Period.

Shareholders’ Communication Policy

The Company has adopted a shareholders’ communications policy
which aims to set out the provisions with the objective of ensuring
the Shareholder are provided with equal and timely access to
information about the Company, in order to enable the
Shareholders to exercise their rights in an informed manner and to
allow them to engage actively with the Company.

The Board will maintain an on-going dialogue with the Shareholders
and will review the policy regularly to ensure its effectiveness.
Information will be communicated to the Shareholders through the
Company's financial reports, annual general meetings and other
general meetings that may be convened, as well as all the
disclosures submitted to the Stock Exchange. Shareholders may at
any time make a request for the Company’s information to the
extent such information is publicly available.

As disclosed in the section headed “Procedures for Directing
Shareholders” Enquiries to the Board” in this annual report,
designated contacts, email addresses and enquiry telephone
number of the Company are provided to Shareholders in order to
enable them to make any query in respect of the Company.

Having considered the various existing channels of communication
and the feedbacks from the Shareholders, investors and analysts,
the Board considers that the Shareholders’ communication policy
has been properly implemented and effective during the Reporting
Period.

BRMANARFBRAEG LRAEFSHFELE
il

ERTREBER M
RBEHA - BEH AR FABEREXHEL

£2T o

W/

f

W

IR BRI BUR

ARBDHRABRBAREK - EPEHINETH
iE o BEERBIR AT BN EEA R FE
BEH  EMSREENSER TITEEN R
BHSEANRRER

BN ERRFRTAR - WK EMRRZK
RIARERERK - BRI BB R R I
T BRRBFREMATEARNEMRRAS
AR B A2 e R A R B RHEE TR » X
RAIBER ZIMAR RN AFRER

HMAFRIMEESREBRREANIZF | —
BRI R - AN RS (A A SR AR 45 T A B &
A BEMU M ERERERE - AEREFRY
ERIEAERRRINER -

KREBREBRBBBREUNKR - KEERS
TENRE EFERA - MESHARFEA
BORBEEZEHNT  AIT2BR -

147



148

Ernst & Young K EEHEREE AT Tel EE5E: +852 2846 9888
;%Fk Yz Tslk? Place A RS 97958 Fax fE.: +852 2868 4432
ﬁ* ing s Roa Kaip—EE 278 ey.com

Quarry Bay, Hong Kong

To the shareholders of Howkingtech International Holding
Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of
Howkingtech International Holding Limited (the “Company”) and
its subsidiaries (the “Group”) set out on pages 148 to 264, which
comprise the consolidated statement of financial position as at 31
December 2023, and the consolidated statement of profit or loss
and other comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash flows for
the year then ended, and notes to the consolidated financial
statements, including material accounting policy information.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group as
at 31 December 2023, and of its consolidated financial performance
and its consolidated cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards
("HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants ("HKICPA") and have been properly prepared in
compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

We conducted our audit in accordance with Hong Kong Standards
on Auditing (“HKSAs") issued by the HKICPA. Our responsibilities
under those standards are further described in the Auditor’s
responsibilities for the audit of the consolidated financial
statements section of our report. We are independent of the Group
in accordance with the HKICPA's Code of Ethics for Professional
Accountants (the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.
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Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters. For each matter below, our description of how our
audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial
statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of
procedures designed to respond to our assessment of the risks of
material misstatement of the consolidated financial statements. The
results of our audit procedures, including the procedures
performed to address the matters below, provide the basis for our
audit opinion on the accompanying consolidated financial
statements.
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Key audit matter
HRRETEE

Impairment assessment of trade and notes receivables

B B MR & R WS R R R E R

As at 31 December 2023, the net carrying value of the
Group's trade and notes receivables balance amounted
to RMB279,831,000, after netting off with an impairment
of provision of RMB42,785,000, representing 79.8% of
the Group's total assets.
RZZBEZ=F+_A=+—0  IRBEEBEARE
42,785,0007Ti% - EEEEZHRUGIERE W REEER
MRREFERARE279,831,0007T - 1 EXEEELR
B#/Y79.8% °

The impairment of trade and notes receivables was
assessed based on the expected credit loss model.
The assessment of expected credit losses for trade and
notes receivables was performed at 31 December 2023
using the simplified approach which involved significant
management’s judgement and estimation including
their assessment of the expected credit loss rate of
the peer group. The assessment is highly judgmental.
The Group's disclosures about trade and notes
receivables are included in note 2.4 Material accounting
policies, note 3 Significant accounting judgements and
estimates and note 18 Trade and notes receivables,
which specifically explain the accounting policies,
management's estimates and the related provision.
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How our audit addressed the key audit matter

BN ESOMEERARETER

Our audit procedures to assess the impairment of
trade and notes receivables included the following:
B E SRR R E R R RENEIZEF B
AT&EIA :

(1 discussing with management to obtain an
understanding of the nature and the judgement
involved in estimating the peer group;

EEIRE S wmIA T B RTAER SR E
R

(2 evaluating management’s assessment of the
recoverability of the receivables by reviewing
the detailed analyses of the ageing of the
receivables, testing on a sampling basis the
payments received subsequent to year end;
FBERHENRUGIRRE DT LA T
—FREIMAONR - FHEEREEUGRIEA YR E
MEFTETTHORTS

3) reviewing the historical payment patterns and
historical provisions along with other economic
information of the receivables and any disputes
between the parties involved,;
=B UGR IR R B 2 R SR R Se B4 - (R
HAi B ERIA RS &7 2 HR B FEE RS
o

(4) recalculating the impairment of trade and notes
receivables according to the provision matrix
and checking the mathematical accuracy of the
calculations; and
REBBEREENEE SRUGENERERE
MENBERBENEMERE &

(5) reviewing the related disclosures in the financial
statements.

BV B HRERTHEBERE -



The directors of the Company are responsible for the other
information. The other information comprises the information
included in the Annual Report, other than the consolidated financial
statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not
cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing
to report in this regard.

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

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

The directors of the Company are assisted by the Audit Committee
in discharging their responsibilities for overseeing the Group's
financial reporting process.
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Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. Our report is made
solely to you, as a body, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person
for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of
these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism
throughout the audit. We also:

o Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

o Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Group's
internal control.

° Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.

BB R  EHREVBEREERBILF
£ B R ERRF 3K 8 5R T B Xm0 B A B iR R AL B S
BIERARE  WEHHARMEROZEE R
& HMER BTUERER)IEL®RSE - KR
WZIIARREREREME B - RATEHAR
ENARREMEMALTE FSAEEMNE
£

BERFRDKFHOMRE  ETERBLRRE
BEAEAETHEZBLEBRRFENEXRRE
ARERAL o SAERPRAM A R AR K EE ARSI HE - fiiE
RIRERNAERBBERA TAZEERERE
RAEMBREELNEERER - IREAE
RERFRERA

EREBERSRAEAETEZNEREST - &M
ERERAE  RESBRIEREE - BFIT:

. BRI ARG R R SR AR T B BT
MK EEAE R RS -
AERMTERERFARE ELRAR
REBGE R FEE B RIEE - /I
ERIHER - ARKFFEAIES RS
o E - BRER  REMRAEOR
BAEHNIER - HIREHERREAR
FFMEBH B R FRRARR SR
BEB R AR M BB B A R

RS oy

Bz o

. THRERZBROARES - UREHE
ENEZERF BEENYE S5EE
MEREHIN A RIERRER

. HEESATRA ST RRNRE LA
tEH ErHbaT R KBNS RN -



° Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant
doubt on the Group's ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the
related disclosures in the consolidated financial statements
or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future
events or conditions may cause the Group to cease to
continue as a going concern.

. Evaluate the overall presentation, structure and content of
the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and events
in a manner that achieves fair presentation.

° Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we
have complied with relevant ethical requirements regarding
independence and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to eliminate
threats or safeguards applied.
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Independent auditor’s report

B AR &

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in
our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Lai Chee Kong.

Ernst & Young

Certified Public Accountants
Hong Kong

25 March 2024
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

GeBRakEMEERER
Year ended 31 December 2023
BE_ZT-_—F+-_A=1+—HIEFE

2023 2022
—EB_=F —E-_F
Notes RMB’'000 RMB'000
BsE AR¥T T AREFIT
REVENUE &= 5 440,550 323,964
Cost of sales SHER A (356,723) (228,414)
Gross profit EF 83,827 95,550
Other income and gains H AW R as 5 3,762 1,923
Selling and distribution expenses HERDHERAY (3,577) (3,753)
Administrative expenses THHEX (38,112) (47,982)
Impairment losses on financial assets, net & R4 &R EE1E F5E (10,003) (12,180)
Other expenses Hipa (1,221) (105)
Finance costs BhE AR AR 7 (220) (219
PROFIT BEFORE TAX BRA A& A b 34,456 33,234
Income tax expense PR1S TR X 10 (8,963) (4,730)
PROFIT FOR THE YEAR F R A 25,493 28,504
Attributable to: AT ARG -
Owners of the parent [SYNGIE 2PN 25,493 28,504
OTHER COMPREHENSIVE INCOME  Hfi2EW A
Other comprehensive income that may ~ E&Z BRI EFHHEE
be reclassified to profit or loss in B EMD
subsequent periods: Z2EEA :
Exchange differences on translation of ~ #E/GINERSH
foreign operations PE 5 =58 118 990
OTHER COMPREHENSIVE INCOME FREMPEBA
FOR THE YEAR 118 990
TOTAL COMPREHENSIVE INCOME FAZEPALEEE
FOR THE YEAR 25,611 29,494
Attributable to: AT A& -
Owners of the parent ISV Z=PN 25,611 29,494
EARNINGS PER SHARE BAREEER
ATTRIBUTABLE TO ORDINARY BEAELER
EQUITY HOLDERS OF THE PARENT PRl
Basic HIR RMB11.61 cents RMB14.93 cents
12 ARM11.617 ARK14935
Diluted s RMB11.55 cents RMB14.93 cents

12 AR¥11.559 AR14.93%




31 December 2023
—E-=F+-HA=+—H

NON-CURRENT ASSETS

Property, plant and equipment

Equity investments designated at fair
value through other comprehensive
income

Right-of-use assets

Other intangible assets

Contract assets

Prepayments, other receivables and
other assets

Deferred tax assets

Total non-current assets

CURRENT ASSETS

Inventories

Trade and notes receivables

Contract assets

Prepayments, other receivables and
other assets

Time deposits

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Trade payables

Other payables and accruals
Interest-bearing bank borrowings
Lease liabilities

Tax payable

Total current liabilities

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

FRBEE
M -~ BB k&R
FEERNFEA
Hib 2
PRI E
EREEE
Hib B EE
BREE
BNFOR - B EEIR
KEAMEE
BEHIBEE

FERBEERE

RBEE

(3

EC ) GV ES

BREE

FBNRRIR - B EYEIR
KREMEE

E B

RERREEEY

mEEEAAE
nRBAE

B S RNFR

HAb A 7R R ERT &
FTRERTTEK
HERE

PRI

B AR

REBEEFE

REERRBEE

Notes

—k
=
P

18

14
15(a)

16

19

20
25

17
18
19

20
21
21

22

23

24
15(b)

2023
—E-=F
RMB’000
AR¥T T

3,549

13,513
1,886
98

32

1,968
7,101

28,147

1,503
279,831
1,950

6,091

5,707
27,540

322,622

59,340
9,944
5,010

999
6,172

81,465

241,157

269,304

RMB’000
ARETIT

3,158

1,661
157
1,983

110
5,965

13,034

5,619
214,010
751

4,575

73,396
47,301

345,652

55,679
29,796
10,369
1,569
4,975

102,388

243,264

256,298
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Consolidated Statement of Financial Position

Re BN %
31 December 2023
—E_=F+"_H=+—H

2023 2022
—EB_=F —E-_F
Notes RMB’'000 RMB’000
BsE AR¥T T AREFIT
NON-CURRENT LIABILITIES FRBEE
Lease liabilities HEARE 15(b) 913 214
Deferred tax liabilities BEEFIEAE 25 14 =
Total non-current liabilities JEmE B ERTE 927 214
Net assets BEFE 268,377 256,084
EQUITY =
Equity attributable to owners BRABHEE AEMN
of the parent R
Issued capital BETER 26 15,646 15,646
Share premium B BB 175,310 175,310
Treasury shares BERD 27 (23,839) =
Reserves i 28 101,260 65,128
Total equity e rs 4B EE 268,377 256,084
Dr. Chen Ping Mr. Feng Yijing
BREEL BEELE
Director Director

EZE EE
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Year ended 31 December 2023
HE—_ZE-_=E+_A=1+—HILEE

Year ended 31 December 2023

At 1 January 2023

Profit for the year

Exchange differences on translation
of foreign operations

Total comprehensive income
for the year

Equity-settled share option
arangements

Shares repurchased

At 31 December 2023

et g
Zt-ALEE

R=Z==%-H-A

R

BENERY
EXZE

FR2ENA
L

WS
BRELH

Bk

RZB-=F+ZA=1-H

Issued
capital
BRfT
&%
RMB'000
ARETT
(note 26)
(Hst2e)

15,646

15,646

Treasury
shares

Erhf
RMB'000

ARETR
(note 27)

(HzE27)

(23,839)

(23,839)

Attributable to owners of the parent

Share
premium

By
RMB'000
AERTR

175,310

175,310

BAREBARL

Share Exchange

option Capital ~ fluctuation
reserve*  reserve*  reserve*

il EiRE
e EARE bl

RMB'000  RMB'000  RMB'000

AEETL ARMTR ARETR

(note 27)  (note 28)  (note 28)

(Weta7)  (Mzi2e)  (HiE28)

- 21,679 504

- - 18

- - 118

10,521 - -

10,521 21,679 622

Retained
profits*

RERA
RMB'000

ARBTR

36,945
25,493

25,493

62,438

Total
equity

BR4E

RMB'000
ARRTR

256,084
25,493

18

25,611

10,521
(23,839)

268,377
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Consolidated Statement of Changes in Equity
Lk

Year ended 31 December 2023
BHE_Z-_=—F+-_A=+—HILHFE

Attributable to owners of the parent

BRAEA AR
Exchange
Issued Share Capital  fluctuation Retained Total
capital premium reserve* reserve* profits* equity
BE#fT ERKE

AR RivEE  AARE W RERN  EEES
RMBOOO  RMBOO0  RMBO00  RMBOO0  RMB'O00  RMB'000
ARETT  AREBTL ARETR ARBTL ARETR ARETR

(note 26) (note 28) (note 28)
(BizE26) (FizE28) (FizE28)
Year ended 31 December 2022 HZE-F-—F+=f
=t-HLEE
At 1 January 2022 \_ZE-—%#—-f-H 64 117,336 27,679 (486) 8,441 153,034
Profit for the year EREM - - - - 28,504 28,504
Exchange differences on translation #EG5MEKE)
of foreign operations BN EE - - - 990 = 990
Total comprehensive income FREERAGE
for the year = = = 990 28,504 29,494
Issue of shares for the initial RERDFBE
public offering BIRG 2,504 86,005 - - - 88,509
Capitalisation issue BALET 13,078 (13,078) = = = =
Share issue expenses (note 26) BOEGTESU ) - (14,953) - - - (14,953)
At 31 December 2022 A—Z-—#+-f=1—H 15,646 175,310 21,679 504 36,945 256,084
These reserve accounts comprise the consolidated reserves of  * ZERFERE BREGAVBEMRARANGERHE
RMB101,260,000 (2022: RMB65,128,000) in the consolidated statement of HBARKI101,260000c(ZF==F : ARK

financial position. 65,128,0007T) °
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Year ended 31 December 2023
HE—_ZE-_=E+_A=1+—HILEE

2023 2022
—E-=F —EFo—F
Notes RMB'000 RMB'000
Lz AR%T T AREBTTT
CASH FLOWS FROM OPERATING &4 EEfiBHE
ACTIVITIES RE
Profit before tax BRA AT 7 34,456 33,234
Adjustments for: AT ZIRELTE
Finance costs Bl i 2R 7 220 219
Interest income arising from REWE@E KT
revenue contracts FILEWA 5 - 82)
Bank interest income arising KA FEHRFRRRTT
from time deposits FEHA (390) (146)
Other interest income from REBRAFETA
financial assets at fair value BaremEED
through profit or loss EL A F SN (14) (76)
Foreign exchange differences, net bE N R FRR (521) (316)
Gain on revision of lease terms BRI~ AT R 8E HABR K2
arising from changes in the HESHEZFHM
non-cancellable period and 1EETHHE TR
scope of leases Was 15(c) (118) -
Loss on disposal of items of LEYE  BEK
property, plant and equipment RBIEAMEE b 462 =
Depreciation of property, e =N
plant and equipment RIEITE 13 1,580 1,343
Depreciation of right-of-use assets FREESETE 15(a) 1,356 1,501
Amortisation of other intangible HEthmEEE
assets By 16 96 72
Impairment of trade and notes B S REUGRIA R
receivables FEWEERE 18 10,030 12,413
Reversal of impairment of contract SHBEREA
assets # e 19 (27) (233)
Equity-settled share option VARSHE 45 5 O B S A
expense 53 27 10,521 -
57,651 47,929
Decrease/(increase) in inventories FERA,/(3Em) 4,116 (3,112
Increase in trade and notes B S EUGRIA R
receivables FEUREEIE N (75,851) (85,116)
Increase in prepayments, other TEFRIE - B EURGRIA
receivables and other assets H A& EE N (3,278) (1,254)
Decrease in contract assets BHREERL 779 5,677
Decrease in restricted deposits SR SIFROR L - 233
Increase in trade payables B 5 FER FRIEE N 3,661 28,518
(Decrease)/increase in other E M FIE R ERTE
payables and accruals CRL) /180 (17,718) 13,241
Cash (used in)/from operations KB (), PSR e (30,640) 6,116
Income tax paid B ATISH (8,888) (6,098)
Net cash flows (used in)/from ESEEN(FTR) FTEIE S
operating activities mEHEE (39,528) 18



CASH FLOWS FROM INVESTING
ACTIVITIES

Interest received

Purchases of items of property, plant
and equipment

Additions to other intangible assets

Purchases of financial assets at fair
value through profit or loss

Disposal of financial assets at fair
value through profit or loss

Purchases of time deposits

Disposal of time deposits

Purchases of equity investments
designated at fair value through
other comprehensive income

Repayment of loans to related parties

Net cash flows from/(used in)
investing activities

CASH FLOWS FROM FINANCING
ACTIVITIES

Proceeds from issue of shares

Capital reduction

New bank loans

Repayment of bank loans

Acquisition of an equity interest from
the then shareholders

Repayment of loans from a director

Interest paid

Lease payments

Prepayment for lease of plant and
office premises

Payment for lease deposits

Refund the lease deposits

Repurchase of treasury shares

Share issue expenses

Net cash flows (used in)/from
financing activities

REZHFERS
3

BIKFIS

BEYE  BER
RiETER

FERbELEE

BRI ATE A B3
SWEE

HE R A FE A B
SREE

BE TR

HE TR
BRI ATEA
o2 ElEE
R A

(2R RARE ) B3R

RERBAE (FAR)RE

7 SN
MEFHR

BMEFHHAERS
RE
BT FTERIA
VRN
FRITEN
BERITER
WHE = AR A
Pt
BEXRE —REFNER
ENFE
MRE 5K
MEME R R ER
BNRA
HERSHIH
ROESRE
BOERRD
B in BE1TRIX

BERS(PAA) FEERE

S BN
mE R

Notes
B 5E

Year ended 31 December 2023
BE_Z_=F+_A=1+—RHILEE

2023
—E-=F
RMB’'000
ARETR

550

(2,440)
(37)

(26,830)

26,830
(55,705)
121,570

(13,513)

50,425

11,756
(17,115)

(110)
(1,402)

(39)
(150)

54
(23,839)
(2,130)

(32,975)

RMB'000
ARETIT

76

(510)
(37)

(20,200)

20,200
(73,250)

955

(72,766)

184,909
(96,400)
15,369
(8,000)

(9,155
(40,880
(100

)
)
)
(1,572)

32,880
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Year ended 31 December 2023
HE—_ZE-_=E+_A=1+—HILEE

NET DECREASE IN CASH AND HERBLEBEYWRD

CASH EQUIVALENTS RE

Cash and cash equivalents at FYRe MRS
beginning of year ZEY

Effect of foreign exchange rate [EXREFEHTE
changes, net pEiC]

CASH AND CASH EQUIVALENTS HFAREEKRES

AT END OF YEAR ZEY
ANALYSIS OF BALANCES OF HERBELEEYN
CASH AND CASH EQUIVALENTS #8247
Cash and bank balances & NIRTTE R
Less: Time deposits B EHIER

Cash and cash equivalents as stated #REJRERERLGE
in the consolidated statement MRz 25IHIRE &
of cash flows and consolidated B&EEY
statement of financial position

2023

—EB-=F

Notes RMB’000
Lz AR%T T

(22,078)
47,301

2,317

27,540

21 33,247
21 (5,707)

27,540

RMB’000
ARETIT

(39,868)

86,337

832

47,301

120,697
(73,396)

47,301



The Company is a limited liability company incorporated in
the Cayman Islands on 25 August 2021. The registered office
of the Company is located at the offices of Ogier Global
(Cayman) Limited, 82 Nexus Way, Camana Bay, Grand
Cayman KY1-9009, Cayman Islands.

The Company is an investment holding company. During
the year, the Company's subsidiaries were principally
involved in the provision of data transmission and processing
services for Internet of Thing (“loT") applications and
telecommunication equipment.

The shares of the Company were listed on the Main Board
of the Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 12 December 2022. Dr. Chen Ping, Ms. Wang
Zheshi, Ms. Jin Yan and Howkingtech Holding Limited are
the controlling shareholders of the Company. Howkingtech
Holding Limited is a business company incorporated in the
British Virgin Islands with limited liability on 11 August 2021,
which is owned by Ms. Wang Zheshi and Ms. Jin Yan.

Information about subsidiaries

Particulars of the Company's principal subsidiaries are as

follows:
Place and
date of
incorporation/ Issued
establishment ordinary/
and place of registered
operations share capital
Name ML, B it B BRAEE/
=L HAAR EE it R R
Howkingtech (BVI) Limited British Virgin Islands US$1
Howkingtech (BVI) Limited 3 September 2021 (E
RBRAHE
—Z_—%NA=AH
Parka Aragon Holding Limited British Virgin Islands US$1
Parka Aragon Holding Limited 13 October 2021 17T
RBRIES

=T —F 1 H+=H

31 December 2023
—E-=F+-A=+—H

ARABRAR-_ZE-_—FN\B_-+HH
RASHESEMEKIBERAF - &K
N AEEE B R AL Ogier Global
(Cayman) Limited ) #i# £ &+ i3k &
89 Nexus Way, Camana Bay, Grand
CaymanKY1-9009, Cayman Islands ©

ARFRRARBAT « RER AR
AU B 2 R B R R [ o
19.) 1 R IR 6 R IR R RIS A R B
81 -

ARBBEMR—_F-_—F+=-A+=H
REBBAERZAER AR ([HBPT])
FRET - RFEFEL - FEMEXL @
8% 27+ M Howkingtech Holding Limited
RAR AR R © Howkingtech
HoldingLimited 8 — XK =T = —F )\
At—RERBRZHFSTMKIZINE
REEAR BEEMZTReBLZ+
A -

BEMBEARNESR

ARAREEMBARIMNFENT

Percentage
of equity
attributable to
the Company
AR
BEEDL Principal
Direct Indirect activities
=§:3 GFE FTEEH
100% - Investment holding
REER
100% - Investment holding
KRB
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HOWKINGTECH INTERNATIONAL HOLDING LIMITED
ANNUAL REPORT 2023

Notes to Consolidated Financial Statements

BEnBRRME

31 December 2023

—g#-=#+-f=1—F

1. CORPORATE AND GROUP INFORMATION 1.
(CONTINUED)

Information about subsidiaries (continued)

Particulars of the Company's principal subsidiaries are as
follows: (continued)

AR REEER ()

BEMBRRANER (&)

ARAEBHERRMFHENT : (4)

Place and Percentage
date of of equity
incorporation/ Issued attributable to
establishment ordinary/ the Company
and place of registered AL R
operations share capital BEEDL Principal
Name EMARL BRI 2 B#{TLE Direct Indirect activities
=L HEA R EE R kA HiE & TEEH
HowKingTech Hong Kong HKS$1 100%  Investment holding
Hong Kong Limited 17 September 2021 BT REEK
("Howking Hong Kong") B
BEEBMRARAR B -FAATLH
(DEIREBRR])
Parka Aragon Hong Kong Hong Kong HK$1 100%  Investment holding
Limited 27 October 2021 17T REER
BERRMHERRAR] BB
—T=—F
+A=++A
Nanjing Howking People’s Republic RMB 100% Research and
Technology Co., Ltd. of China ("PRC")/ 127,466,667 development
("Nanjing Howking”) Chinese Mainland AR and sale of
(AR REBMEHL 29 September 2013 127 ,466,6677C antenna system
BRAR)* s A REFE products, 5G
HRRRBANEAR AR (TehE]) H BN equipment and
((RRRE]) —T—=F other devices
NAZTAhAH e RHE
RERZGEm

SGRIBNEAMRE
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Notes to Consolidated Financial Statements

e R BRRME

31 December 2023
R+ HA=1+—H
CORPORATE AND GROUP INFORMATION 1. ARREEER(E
(CONTINUED)

Information about subsidiaries (continued) EEAMBATNER (E&)

Particulars of the Company’s principal subsidiaries are as ARREBHBARMNFERBOT « (8)
follows: (continued)

Place and Percentage
date of of equity
incorporation/ Issued attributable to
establishment ordinary/ the Company
and place of registered AL R
operations share capital BEEDL Principal
Name FEM AR SL, R Lt B % B#{TLE Direct Indirect activities
=L BRI REE R afRA  Hi f TEXK
Shenzhen M2Micro Electronics PRC/ RMB - 100% Research and
Co., Ltd. ("Shenzhen M2M") Chinese Mainland 10,000,000 development and
(RN YEE R E T 17 April 2012 AR data transmission
BRAR)* R, R EIA 10,000,0007T and processing
RIS HETFBR AR SE3——4= services for loT
(TRt ) mA++R applications and
assembly of antenna
products
FfHaE R pR At e 48
R EEER K
BRI RRTE A K
HERBER
HongKong HowKing Hong Kong HK$31,192,800 = 100% Import and
Technology Limited 23 January 2020 31,192,800/ T export trade
("HongKong HowKing") B8 EHOES
BB EREARERAR] T
([EERR]) —A=+=H
Anji Haojing Communication PRC/ RMB - 100% Research and
Technology Co., Ltd. Chinese Mainland 257,775,442 development and
(ZEFE=BEAEHE 28 December 2022 AEE sale of antenna
BRAR)* BT E R 257,775,4427T system products,
ZEFE AR AR “T-—F equipment and
+=—A=+N\H other devices
e RHE
ARG R G Em
R REARE
i The English names of these entities registered in the PRC

represent the best efforts made by the management of the
Company to directly translate their Chinese names as they did
not register any official English names.
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31 December 2023
—E-=F+-A=+—H

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
("HKFRSs") (which include all Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
("HKASs") and Interpretations) issued by the Hong Kong
Institute of Certified Public Accountants ("HKICPA") and the
disclosure requirements of the Hong Kong Companies
Ordinance. They have been prepared under the historical
cost convention, except for wealth management products
and equity investments which have been measured at fair
value. These financial statements are presented in Renminbi
("RMB") and all values are rounded to the nearest thousand
except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December
2023. A subsidiary is an entity (including a structured entity),
directly or indirectly, controlled by the Company. Control is
achieved when the Group is exposed, or has rights, to
variable returns from its involvement with the investee and
has the ability to affect those returns through its power over
the investee (i.e., existing rights that give the Group the
current ability to direct the relevant activities of the
investee).

Generally, there is a presumption that a majority of voting
rights results in control. When the Company has less than a
majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in
assessing whether it has power over an investee, including:

(a) the contractual arrangement with the other vote
holders of the investee;

(b) rights arising from other contractual arrangements;
and

(0 the Group's voting rights and potential voting rights.

ZEVBHRRERBEBTEGIMAE
(BB GFEAE )R EEM SR
SEAN(TFEMBHREEL ) (B
BEBMBREER  BEGSFER
(T&EEH L] LRE) REEAF
OB BERERE - ZFHHHRED
RIBE LA A AR B - MERE B 2 S B
BIRER N T ETERI - ZEHTER
FKAARE(TARE 2 BRaEE
RSN TBEERAOBEREIN T
2o

REEE

RAMBHREREREARARENE QA
(B AKENBE_T_=F1+_
A=1t—BLFENMBEREX - HEQ
ARARAERKREEZEHNER(R
REBLEER) - AKBER2HERE
HREBMEIRE B RF B O BRSE
Rk ZHES - @ BHREHR
WD (VRS EERE TRAENAE
BREVREMEBNRTFEN) FE
ZE DR - RIS G -

—RRER T EHEE S BURRAETAIE S
& o WARBEALPRRELRKEZH
SRSBOER - AAKERFHEEE
LSHAHREHRNENIKEER 1)
HEREERIER - B

(@ EREHRNEMRRERAA
B HLHE

b) HOSORHELNEN &

©  AKENRERMEEREE -



Basis of consolidation (continued)

The financial statements of the subsidiaries are prepared for
the same reporting period as the Company, using consistent
accounting policies. The results of subsidiaries are
consolidated from the date on which the Group obtains
control, and continue to be consolidated until the date that
such control ceases.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the parent of the
Group and to the non-controlling interests, even if this
results in the non-controlling interests having a deficit
balance. All intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions between
members of the Group are eliminated in full on
consolidation.

The Group reassesses whether or not it controls an investee
if facts and circumstances indicate that there are changes to
one or more of the three elements of control described
above. A change in the ownership interest of a subsidiary,
without a loss of control, is accounted for as an equity
transaction.

If the Group loses control over a subsidiary, it derecognises
the related assets (including goodwill), liabilities, any non-
controlling interest and the exchange fluctuation reserve;
and recognises the fair value of any investments retained
and any resulting surplus or deficit in profit or loss. The
Group's share of components previously recognised in other
comprehensive income is reclassified to profit or loss or
retained profits, as appropriate, on the same basis as would
be required if the Group had directly disposed of the related
assets or liabilities.

31 December 2023
—E-=F+-A=+—H

REEXE(HE)

F B A BB IS R R B B AN R RAR R
BERERE - DEA —HOSTK
R - WEBAREGEBEASEESZEHIE
EREGAEAR  UREERS ARE
EREEGIEZA -

BamhHEpEmRa S0 RBRASE
B ARIRAE A RIS - B fE L
R BHUHERERLIRBAER - &
BARRENAEEERAE - #x
WA~ AXARAEBKE RBIRERS
MR &M ERER A AKRE SR Y
35

fied 25 B N 1B BR R = TR AR s 4% 4
BT ERA —HRIA L BHAES) - BIX
SEREHRFLERTDENZKEY
R-MBAREAEEDZNES(AE
RENEGHIE) ABRIIEBHER S

fia AN 5% [ 55 25 S PR BB 28 R A $R Il 4 - A
ERIERNHEEE(RREBE) &
{8~ (LRI SEIE A i a5 % I 5 R ED A A
WHEREARERENAFERBLE
R ABEHBHRIEA o TAICRE
2 HRA RN A KRB RERED - T
BRASEEEHENBEEEXAER
FTARE MR RIESE - @ E BN T EH

DHRERBEIRERRN -
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31 December 2023
—E-=F+-A=+—H

The Group has adopted the following new and revised

HKFRSs for the first time for the current year's financial

statements.

HKFRS 17
Amendments to HKAS 1
and HKFRS Practice

Statement 2

Amendments to HKAS 8

Amendments to HKAS 12

Amendments to HKAS 12

Insurance Contracts

Disclosure of Accounting
Policies

Definition of Accounting
Estimates

Deferred Tax related to Assets
and Liabilities arising from
a Single Transaction

International Tax Reform —
Pillar Two Model Rules

AEBERRAFEHFBERERA T
] RIGERT BB W B RELER -

The nature and the impact of the new and revised HKFRSs

that are applicable to the Group are described below:

(a)

Amendments to HKAS 1 require entities to disclose
their material accounting policy information rather
than their significant accounting policies. Accounting
policy information is material if, when considered
together with other information included in an
entity’s financial statements, it can reasonably be
expected to influence decisions that the primary
users of general purpose financial statements make
on the basis of those financial statements.
Amendments to HKFRS Practice Statement 2 Making
Materiality Judgements provide non-mandatory
guidance on how to apply the concept of materiality
to accounting policy disclosures. The Group has
disclosed the material accounting policy information
in note 2 to the financial statements. The
amendments did not have any impact on the
measurement, recognition or presentation of any
items in the Group's financial statements.

BAEUWBHREER  RESA
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Amendments to HKAS 8 clarify the distinction
between changes in accounting estimates and
changes in accounting policies. Accounting estimates
are defined as monetary amounts in financial
statements that are subject to measurement
uncertainty. The amendments also clarify how entities
use measurement techniques and inputs to develop
accounting estimates. Since the Group's approach
and policy align with the amendments, the
amendments had no impact on the Group's financial
statements.

Amendments to HKAS 12 Deferred Tax related to
Assets and Liabilities arising from a Single
Transaction narrow the scope of the initial
recognition exception in HKAS 12 so that it no longer
applies to transactions that give rise to equal taxable
and deductible temporary differences, such as leases
and decommissioning obligations. Therefore, entities
are required to recognise a deferred tax asset
(provided that sufficient taxable profit is available)
and a deferred tax liability for temporary differences
arising from these transactions.

Upon the application of the amendments, the Group
has determined the temporary differences arising from
right-of-use assets and lease liabilities separately,
which have been reflected in the reconciliation
disclosed in note 25 to the financial statements.
However, they did not have any material impact on the
overall deferred tax balances presented in the
consolidated statement of financial position as the
related deferred tax balances qualified for offsetting
under HKAS 12.

31 December 2023
—E-=F+-A=+—H
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HOWKINGTECH INTERNATIONAL HOLDING LIMITED
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Notes to Consolidated Financial Statements

RERBHKME

31 December 2023

s s 5 = —F

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (CONTINUED)

(d)

Amendments to HKAS 12 International Tax Reform —
Pillar Two Model Rules introduce a mandatory
temporary exception from the recognition and
disclosure of deferred taxes arising from the
implementation of the Pillar Two model rules
published by the Organisation for Economic Co-
operation and Development. The amendments also
introduce disclosure requirements for the affected
entities to help users of the financial statements
better understand the entities’ exposure to Pillar Two
income taxes, including the disclosure of current tax
related to Pillar Two income taxes separately in the
periods when Pillar Two legislation is effective and
the disclosure of known or reasonably estimable
information of their exposure to Pillar Two income
taxes in periods in which the legislation is enacted or
substantively enacted but not yet in effect. The
Group has applied the amendments retrospectively.
Since the Group did not fall within the scope of the
Pillar Two model rules, the amendments did not have
any impact to the Group.
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Notes to Consolidated Financial Statements

ISSUED BUT NOT YET EFFECTIVE HONG KONG 2.3
FINANCIAL REPORTING STANDARDS

The Group has not applied the following revised HKFRSs,
that have been issued but are not yet effective, in these
financial statements. The Group intends to apply these
revised HKFRSs, if applicable, when they become effective.
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Amendments to HKFRS 10
and HKAS 28

Amendments to HKFRS 16

Amendments to HKAS 1

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture®

Lease Liability in a Sale and
Leaseback’

Classification of Liabilities as
Current or Non-current

(the “2020 Amendments”)"*

Non-current Liabilities with
Covenants (the "2022

Amendments to HKAS 1

Amendments”)"*
Amendments to HKAS 7 Supplier Finance
and HKFRS 7 Arrangements’
Amendments to HKAS 21 Lack of Exchangeability”

Effective for annual periods beginning on or after 1 January
2024

Effective for annual periods beginning on or after 1 January
2025

No mandatory effective date yet determined but available for
adoption

As a consequence of the 2020 Amendments and 2022
Amendments, Hong Kong Interpretation 5 Presentation of
Financial Statements — Classification by the Borrower of a Term
Loan that Contains a Repayment on Demand Clause was
revised to align the corresponding wording with no change in
conclusion

Further information about those HKFRSs that are expected
to be applicable to the Group is described below.
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Amendments to HKFRS 10 and HKAS 28 address an
inconsistency between the requirements in HKFRS 10 and in
HKAS 28 in dealing with the sale or contribution of assets
between an investor and its associate or joint venture. The
amendments require a full recognition of a gain or loss when
the sale or contribution of assets constitutes a business. For
a transaction involving assets that do not constitute a
business, a gain or loss resulting from the transaction is
recognised in the investor's profit or loss only to the extent
of the unrelated investor's interest in that associate or joint
venture. The amendments are to be applied prospectively.
The previous mandatory effective date of amendments to
HKFRS 10 and HKAS 28 was removed by the HKICPA.
However, the amendments are available for adoption now.

Amendments to HKFRS 16 specify the requirements that a
seller-lessee uses in measuring the lease liability arising in a
sale and leaseback transaction to ensure the seller-lessee
does not recognise any amount of the gain or loss that
relates to the right of use it retains. The amendments are
effective for annual periods beginning on or after 1 January
2024 and shall be applied retrospectively to sale and
leaseback transactions entered into after the date of initial
application of HKFRS 16 (i.e., 1 January 2019). Earlier
application is permitted. The amendments are not expected
to have any significant impact on the Group's financial
statements.
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The 2020 Amendments clarify the requirements for
classifying liabilities as current or non-current, including what
is meant by a right to defer settlement and that a right to
defer must exist at the end of the reporting period.
Classification of a liability is unaffected by the likelihood that
the entity will exercise its right to defer settlement. The
amendments also clarify that a liability can be settled in its
own equity instruments, and that only if a conversion option
in a convertible liability is itself accounted for as an equity
instrument would the terms of a liability not impact its
classification. The 2022 Amendments further clarify that,
among covenants of a liability arising from a loan
arrangement, only those with which an entity must comply
on or before the reporting date affect the classification of
that liability as current or non-current. Additional disclosures
are required for non-current liabilities that are subject to the
entity complying with future covenants within 12 months
after the reporting period. The amendments shall be
applied retrospectively with early application permitted. An
entity that applies the 2020 Amendments early is required to
apply simultaneously the 2022 Amendments, and vice versa.
The Group is currently assessing the impact of the
amendments and whether existing loan agreements may
require revision. Based on a preliminary assessment, the
amendments are not expected to have any significant
impact on the Group's financial statements.

Amendments to HKAS 7 and HKFRS 7 clarify the
characteristics of supplier finance arrangements and require
additional disclosure of such arrangements. The disclosure
requirements in the amendments are intended to assist
users of financial statements in understanding the effects of
supplier finance arrangements on an entity’s liabilities, cash
flows and exposure to liquidity risk. Earlier application of the
amendments is permitted. The amendments provide certain
transition reliefs regarding comparative information,
quantitative information as at the beginning of the annual
reporting period and interim disclosures. The amendments
are not expected to have any significant impact on the
Group's financial statements.
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Amendments to HKAS 21 specify how an entity shall assess
whether a currency is exchangeable into another currency
and how it shall estimate a spot exchange rate at a
measurement date when exchangeability is lacking. The
amendments require disclosures of information that enable
users of financial statements to understand the impact of a
currency not being exchangeable. Earlier application is
permitted. When applying the amendments, an entity
cannot restate comparative information. Any cumulative
effect of initially applying the amendments shall be
recognised as an adjustment to the opening balance of
retained profits or to the cumulative amount of translation
differences accumulated in a separate component of equity,
where appropriate, at the date of initial application. The
amendments are not expected to have any significant
impact on the Group's financial statements.

Fair value measurement

The Group measures unlisted investments at fair value at the
end of each reporting period. Fair value is the price that
would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market
participants at the measurement date. The fair value
measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes
place either in the principal market for the asset or liability,
or in the absence of a principal market, in the most
advantageous market for the asset or liability. The principal
or the most advantageous market must be accessible by the
Group. The fair value of an asset or a liability is measured
using the assumptions that market participants would use
when pricing the asset or liability, assuming that market
participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into
account a market participant’s ability to generate economic
benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the
asset in its highest and best use.
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Notes to Consolidated Financial Statements

MATERIAL ACCOUNTING POLICIES (CONTINUED)
Fair value measurement (continued)

The Group uses valuation techniques that are appropriate in
the circumstances and for which sufficient data are available
to measure fair value, maximising the use of relevant
observable inputs and minimising the use of unobservable
inputs.

All assets and liabilities for which fair value is measured or
disclosed in the financial statements are categorised within
the fair value hierarchy, described as follows, based on the
lowest level input that is significant to the fair value
measurement as a whole:

Level 1T - based on quoted prices (unadjusted) in active
markets for identical assets or liabilities

Level 2 - based on valuation techniques for which the
lowest level input that is significant to the
fair value measurement is observable, either
directly or indirectly

Level 3 - based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines
whether transfers have occurred between levels in the
hierarchy by reassessing categorisation (based on the lowest
level input that is significant to the fair value measurement as
a whole) at the end of each reporting period.
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Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, deferred tax assets, financial assets and non-
current assets), the asset’s recoverable amount is estimated.
An asset's recoverable amount is the higher of the asset’s or
cash-generating unit’s value in use and its fair value less
costs of disposal, and is determined for an individual asset,
unless the asset does not generate cash inflows that are
largely independent of those from other assets or groups of
assets, in which case the recoverable amount is determined
for the cash-generating unit to which the asset belongs.

In testing a cash-generating unit for impairment, a portion
of the carrying amount of a corporate asset (e.g., a
headquarters building) is allocated to an individual cash-
generating unit if it can be allocated on a reasonable and
consistent basis or, otherwise, to the smallest group of cash-
generating units.

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. In assessing
value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of
money and the risks specific to the asset. An impairment
loss is charged to profit or loss in the period in which it
arises in those expense categories consistent with the
function of the impaired asset.

An assessment is made at the end of each reporting period
as to whether there is an indication that previously
recognised impairment losses may no longer exist or may
have decreased. If such an indication exists, the recoverable
amount is estimated. A previously recognised impairment
loss of an asset other than goodwill is reversed only if there
has been a change in the estimates used to determine the
recoverable amount of that asset, but not to an amount
higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in prior years.
A reversal of such an impairment loss is credited to profit or
loss in the period in which it arises.

FETREERE

W IRRERR K AREE(TBEF
B BEEMBEE £REENIERDY
BE)ETFERERNRE - Alefbhst
BENTWEIEHE  SEMNFRESHE
RZEEXREELEVNEREER
ERFEBRBEXRANKSE - L EE
REVEE - ERZEEEENERESR
ATEABBINEMEEXNEEHRS
FEENERESRA @ AR RESELE
EFfBRSELBNETE -

HWIREELFBMETTRER R - ek
REE-—BNEAEDEK  AIRAEE
(AR ) B D IRE(EE DAL E E
MREELEN - TREOEERNR
TELBMAR -

BEBREREEREEBAEL KD
SREHER - SHEEREBER - A5HR
KBRS MERGVAMBR KR EHR
B ZAERERRERTIZHEERR
BERZREENTERROFE < K
EEERNEL PR A RREREEEY
BE— BUAY ST R RS -

REREMRETEE TR RBRER
ERERREBRTBEELEED ©
HIRZENR - S G REEHE -
BE(FERIN) A2 ERRIRERE
ERBEEZEEMNA KBS ENG[AR
BRI AIEE - MELSBISRER
BEFEYNERERREREMEETN
BEREEGINRERTE #H) -
BRI ERBEERL N EE BT AR

<

B



2.4

EERNEERERARAR
ZEZFFR

Notes to Consolidated Financial Statements

MATERIAL ACCOUNTING POLICIES (CONTINUED)

Related parties

A party is considered to be related to the Group if:

(a)

or

the party is a person or a close member of that
person’s family and that person

(i) has control or joint control over the Group;
(ii) has significant influence over the Group; or
(iii) is a member of the key management personnel

of the Group or of a parent of the Group;

the party is an entity where any of the following
conditions applies:

(i) the entity and the Group are members of the
same group;

(i) one entity is an associate or joint venture of the
other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

(iii) the entity and the Group are joint ventures of
the same third party;

(iv) one entity is a joint venture of a third entity and
the other entity is an associate of the third
entity;
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2.4 MATERIAL ACCOUNTING POLICIES (CONTINUED)

Related parties (continued)

(b) (continued)

(v)

(vi)

(vii)

(viii)

the entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group;

the entity is controlled or jointly controlled by a
person identified in (a);

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

the entity, or any member of a group of which it
is a part, provides key management personnel
services to the Group or to the parent of the
Group.
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