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DEFINITIONS

In this annual report, unless the context otherwise requires, the following expressions shall have the following

meanings.

“2024 AGM"

"AGM"

“Articles” or “Articles of
Association”

“Audit Committee”

“Beijing Newlink”

“Board”

“Companies Act”

“CEO"

"CG Code”

“Mainland China”

“Company”,
“Newlink Technology”
or “Listed Company”

"

“Controlling Shareholders”

“Director(s)”

“Global Offering”

"Group” or "we"

the AGM to be held in June 2024
the annual general meeting of the Company

the articles of association of the Company

the audit committee of the Board

Beijing Newlink Technology Co., Ltd.* (At R¥TAAEHE AR A F]), a limited liability
company established under the laws of the PRC on 15 August 2011 and an
indirect wholly-owned subsidiary of the Company

the board of Directors of the Company

the Companies Act, Cap. 22 (Law 3 of 1961, as consolidated and revised) of the
Cayman Islands as amended, supplemented, or otherwise modified from time to
time

chief executive officer of the Company

the “Corporate Governance Code” as contained in Appendix C1 to the Listing
Rules

the People’s Republic of China, which for the purpose of this annual report and
for geographical reference only, excludes Hong Kong, Macau and Taiwan

Newlink Technology Inc. (Fi A B B R 2 7]*), an exempted company
incorporated under the laws of Cayman Islands with limited liability on 8

November 2019, and where the context otherwise requires, the Group

has the meaning ascribed thereto under the Listing Rules and unless the context
requires otherwise, refers to Mr. Zhai and Nebula SC

the director(s) of the Company

the Hong Kong public offering and the international offering of Shares in
connection with the IPO

the Company and its subsidiaries



IIHK$II

“IPO”

"

“Listing Date

“Listing Rules”

“Model Code”

“Mr. Zhai"”

“Nebula SC”

“Neusoft Yuetong”

“Newlink Technology (Beijing)”

“Nomination Committee”

“Post-IPO Share Option Scheme”

"Prospectus”
“Remuneration Committee”

“Reporting Period” or
“Current Year”

ANNUAL REPORT 2023 NEWLINK TECHNOLOGY INC.

DEFINITIONS

Hong Kong dollars, the lawful currency of Hong Kong
the Company’s initial public offering of its Shares

6 January 2021, on which the Shares are listed and from which dealings therein
are permitted to take place on the Stock Exchange

the Rules Governing the Listing of Securities on the Stock Exchange (as amended
from time to time)

the “Model Code for Securities Transactions by Directors of Listed Issuers” set out
in Appendix C3 to the Listing Rules

Mr. ZHAI Shuchun (2 %), the chairman of the Board, executive Director, CEO
and one of the Controlling Shareholders

Nebula SC Holdings Limited, a company incorporated under the laws of the British
Virgin Islands with limited liability on 6 November 2019 and wholly-owned by
Mr. Zhai

Beijing Neusoft Yuetong Software Technology Co., Ltd.* (3t &% 5 &k i/ 80 {4 = i
BMRR7AA]), a company established under the laws of the PRC with limited liability
on 23 July 2009. In June 2022, Newlink Technology (Beijing) entered into an
equity transfer and capital increase agreement with the shareholders of Neusoft
Yuetong and Neusoft Yuetong to conditionally purchase 100% equity interest in
Neusoft Yuetong

Newlink Technology (Beijing) Co., Ltd.* (48R (3L ) BB A A]), a company
established under the laws of the PRC with limited liability and a wholly-owned
subsidiary of the Company

the nomination committee of the Board

the post-IPO share option scheme conditionally adopted by the Company on 5
December 2020

the prospectus of the Company dated 21 December 2020
the remuneration committee of the Board

the year ended 31 December 2023
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DEFINITIONS

“RMB” Renminbi, the lawful currency of the PRC
“RPA" or "Robotic Process the application of technology that allows IT engineers to configure computer
Automation” software or a robot to capture and interpret existing applications and data for

processing a transaction, manipulating data, triggering responses and
communicating with other systems

“SFO" the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time to time

“Share(s)” ordinary share(s) of par value US$0.000001 each in the issued share capital of the
Company

“Shareholder(s)” holder(s) of Shares

“Stock Exchange” The Stock Exchange of Hong Kong Limited

“US$” United States dollars, the lawful currency of the United States of America

“%" per cent

* For identification purposes only



BOARD OF DIRECTORS

Executive Directors

Mr. ZHAI Shuchun (Chairman and CEQ)
Ms. QIN Yi

Mr. LI Xiaodong

Independent Non-executive Directors
Mr. TANG Baoqi

Ms. YANG Juan

Mr. YOU Linfeng

COMPANY SECRETARY
Ms. ZHANG Xiushi

AUTHORISED REPRESENTATIVES UNDER
THE LISTING RULES

Mr. ZHAI Shuchun
Ms. ZHANG Xiushi

AUDIT COMMITTEE

Mr. YOU Linfeng (Chairman)
Mr. TANG Baoqi
Ms. YANG Juan

REMUNERATION COMMITTEE

Ms. YANG Juan (Chairwoman)
Mr. ZHAI Shuchun
Mr. TANG Baoqi

NOMINATION COMMITTEE

Mr. TANG Baogi (Chairman)
Mr. ZHAI Shuchun
Ms. YANG Juan
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CORPORATE INFORMATION

HONG KONG LEGAL ADVISOR

Jingtian & Gongcheng LLP

Suites 3203-3207, 32/F, Edinburgh Tower
The Landmark

15 Queen’s Road Central

Central

Hong Kong

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Maples Fund Services (Cayman) Limited
PO Box 1093, Boundary Hall

Cricket Square

Grand Cayman, KY1-1102

Cayman Islands

AUDITOR

CCTH CPA Limited

Certified Public Accountants

Registered Public Interest Entity Auditor
Unit 1510-1517, 15/F, Tower 2

Kowloon Commerce Centre

No. 51 Kwai Cheong Road

Kwai Chung, New Territories, Hong Kong

REGISTERED OFFICE

PO Box 309
Ugland House
Grand Cayman
KY1-1104
Cayman Islands

HEADQUARTERS AND PRINCIPAL PLACE OF
BUSINESS IN THE PRC

5/F, Tower A, Xueqing Jiachuang Building
Xueqing Road

Haidian District, Beijing

the PRC
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CORPORATE INFORMATION

PRINCIPAL PLACE OF BUSINESS IN HONG
KONG

Room 2910, Bank of America Tower,
12 Harcourt Road

Central

Hong Kong

PRINCIPAL BANKS

China CITIC Bank

Beijing Guanhuguoji Sub-branch
1/F and 2/F

Building A-1, Yard 88

North East Fourth Ring Road
Chaoyang District, Beijing

the PRC

Huaxia Bank

Beijing Zhichun Sub-branch
Lixiang Building

No. 111 Zhichun Road
Haidian District, Beijing
the PRC

China Merchants Bank

Beijing Shangdi Sub-branch

South End of Xinxi Road, Shangdi, 1/F, Block B
Building 2, Guiguliangcheng, 1 Nongda Road
Haidian District, Beijing

the PRC

China Merchants Bank

Dalian Branch Xinghai Sub-branch

700 Zhongshan Road, Shahekou District
Dalian City, Liaoning Province

the PRC

(next to Exit A of Heishijiao Metro Station)

HONG KONG SHARE REGISTRAR AND
TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor

Hopewell Centre, 183 Queen’s Road East

Wan Chai

Hong Kong

STOCK CODE
Stock code: 9600

WEBSITE

www.xnewtech.com



Timeline

January

April

May

June

August
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MILESTONES IN 2023

Events
Beijing Newlink was rated as the “Beijing Grade-AAA Credit Enterprise (it R FBAAAR (%)~

Beijing Newlink was officially designated as the deputy chief editor of the “Standards for Medical
Quality Information Development (& E £ {5 B(LERIZLE) " (T/NAHIEM66-2022)

“NewlLink RPA Robotics Process Automation Application Platform (NewLink RPAH#ES A RTE B 1L
FERFE &) " of the Company was granted the Excellence Award at the Beijing — Hong Kong Science
and Technology International Innovation Forum of Zhongguancun Forum 2023 and the Sixth
“Beijing — Hong Kong Youth Innovation and Entrepreneur Cup” Beijing Selection Competition

Qo3 AN REBREMKBERAFREBEEE NE REFTAN L NERERFR)

Beijing Newlink was certified as a “Zhongguancun High-tech Enterprise (FFBIF S ¥ H T %) “ by
Zhongguancun Science Park Management Committee (F RN RIRBEREELZE S

Beijing Newlink received the title of “Vice President Unit (gl& KE A7) " issued by the Branch of
Hospital Quality Management and Information Technology Development of the National Association
of Health Industry and Enterprise Management (2 Bl AT A E X P ¥ EH e

The “Customer Value Growth Platform (B EEMK K F &) “ developed by Beijing Newlink
received the “Digital Finance Innovation Pioneer Rankings of 2023 — Digital Marketing Silver Award
(20238 F S BhAIFT L5855 - HF 244 2E) " in the Sixth Digital Finance Innovation Competition
2023 (B REQ023)BFE BB AE)

“NewlLink RPA — Trust Project Submission Management Process Automation (NewLink RPA — {55E18
BRZEEEREAEL) " of the Company was honored with the “Third China RPA + Al Developer
Competition — 2023 Process Value Award (% = JE# BIRPA+AIF & K E - 202312 EE ) " in
the Third China RPA + Al Developer Competition (55 = & 7 BIRPA+AIFT 2 & K &)

Newlink Technology won the “2023 Digital Innovation Leadership Award (2023&(F1b &l# 3|48 4) ~
in the 12th Finance Summit (£ +Z[E# &&= ), and Mr. Zhai, the CEO, executive Director and
chairman of the Board of the Company was honored as the “Digital Transformation Drivers of 2023

(2023 F L BRESHHAY) "

Beijing Newlink has established Shanghai Newlink Yitai Technology Co., Ltd. ( b8 # Az =R A
R 2 A)) as its wholly-owned subsidiary in the Shanghai Free Trade Zone, making full use of various
policies and regional advantages of the Shanghai Free Trade Zone to realize the Company’s
development strategy
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MILESTONES IN 2023

Timeline

September

November

December

Events

Beijing Newlink’s independently developed project for industrial supply chain finance was awarded
the “Industrial Supply Chain Finance Excellence Award (EE¥ L /EE S @ EEEF L) " in the first
Digital Intelligence Financial Innovation Competition — Industrial Supply Chain Finance (Final Round)

(BB AE -EXHERSRRE)

Newlink Technology was awarded the “Annual Industry Influence Award 2023 (2023FE1T¥F 2
F188) " in the Capital Power Awards Selection 2023 (&K 1 £2023F Z T2 ) with the theme of
“Following the Light, Going Far GE ¥ 1T - 1T EUE) * organized by www.STOCKSTAR.com

Newlink Technology was awarded the “Honour Awards — Outstanding Responsible Enterprise for
2023 (RN HE - 2023F EEMEES )" in the "Honour Awards (R #95€) at the 2023 (6th) Social
Responsibility Conference (2023 (ENfE) Ht @ ETAE)

Newlink Technology presented its innovative technological solutions and products at the Hong Kong
FinTech Week and attracted much attention

The relevant medical quality management project case of Newlink Technology was listed in the
“Speech and Semantics — Typical Cases of Medical Artificial Intelligence Practice in China (38 & & &
- hEBEATSREERAMNZEG]) " of the Typical Cases of Medical Artificial Intelligence
Practice in China in 2023 ({2023F E B B/ A TEEE R HTIZE]))

Beijing Newlink was recognized as the “Software Enterprise in Beijing with Core Competitiveness
(Technology Research and Development) 2023 (20234t R fF4% 0 F 1 1 5 (BT A3 AY) )" of
the Evaluation Report on Software Enterprises in Beijing with Core Competitiveness 2023 ({20234t
REMEERLBER DFABRSE))

Beijing Newlink was recognized as the “Leading Enterprise for Innovative Credit in Beijing in 2023
(2023F B RTEEBINEREREE) "
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FINANCIAL SUMMARY

For the Year Ended 31 December

2023 2022 2021 2020 2019
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
Revenue 245,495 260,554 205,752 176,147 148,970
Gross profit 37,091 70,459 74,598 92,402 73,158
(Loss)/profit before tax (70,971) 20,795 17,015 40,284 38,235
Income tax credit/(expense) 1,287 (3,356) (3,968) (8,255) (5,122)
(Loss)/profit for the year (69,684) 17,439 13,047 32,029 33,113
(Loss)/profit attributable to:
Owners of the parent (69,159) 17,488 13,047 32,029 33,106
Non-controlling interests (525) (49) =1 1 7
As at 31 December
2023 2022 2021 2020 2019
RMB’'000 RMB’'000 RMB’'000 RMB'000 RMB'000
Total assets 947,685 991,204 873,338 258,480 245,118
Total liabilities 158,781 108,593 34,067 59,107 58,221
Equity attributable to owners of
the parent company 786,971 880,153 837,764 197,866 185,390
Non-controlling interests 1,933 2,458 1,507 1,507 1,507
Total equity 788,904 882,611 839,271 199,373 186,897
Note:

1. Less than RMB1,000.
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CHAIRMAN'’S STATEMENT

Dear Shareholders,

The year of 2023 marked a year for China’s economic recovery and development after a transition from a three-year
period of COVID-19 prevention and control. The Chinese government has intensified macroeconomic regulation,
focusing on expanding domestic demand, optimizing the economic structure, boosting confidence and preventing
and resolving risks, with a smooth transition in the COVID-19 prevention and control. China’s economy grew in a
wave-like fashion amid twists and turns, and entering a critical period towards stable growth. Although the impact
of the Covid-19 pandemic on the global economy had gradually diminished, and global industrial chains and supply
chains had gradually returned to normal, world economic growth registered a further slowdown, as affected by a
series of long-term uncertainties such as global inflation, geopolitical instability and energy crises. Amid the complex
macro environment and ever evolving industry development, Newlink Technology is experiencing the throes of
transformation in terms of R&D, operations and development, and is exposed to many challenges. That being said,
upholding the spirit of forging ahead in unity and with determination, we remain committed to achieving
self-transcendence in the application of innovative technology, and make consistent efforts to promote the digital
and intelligent transformation.

In 2023, although we failed to achieve sustained profitability, the Group recorded a net operating cash inflow of
RMB18.7 million during the year, representing an increase of 33.6% from RMB14.0 million in 2022. While ensuring
a stable and healthy transition through this challenging period, we steadfastly sought progress from past
accumulations and strived to contribute to future healthy growth. In 2023, the Group’s stable customer base covered
several renowned brand customers in industries covering finance, healthcare, transportation, electric power,
telecommunications, etc., including 10 Fortune Global 500 clients and 17 China’s top 500 clients. By continuously
optimizing our customer structure, the Group have become experienced in serving top-tier institutions and leading
enterprises. Meanwhile, we will further improve the turnover efficiency of account receivables in a relatively
challenging macro environment, to ensure the Group’s stable and healthy operations on a going concern basis and
achieve a turnaround to profitability as soon as practical.

The Company has always regarded innovation and research and development as its foundation, and continues to
focus on the application of innovative technologies such as artificial intelligence and big data analysis in various
fields, in efforts to delve into customer needs, refine more effective and comprehensive solutions. In 2023, several
innovative products of Newlink Technology had won awards in industry competitions. For instance, “NewLink RPA
Robotics Process Automation Application Platform” (Newlink RPAH#ZE ARIEEBNLER F &) was granted the
Excellence Award at the Beijing — Hong Kong Science and Technology International Innovation Forum of
Zhongguancun Forum 2023 and the Sixth “Beijing — Hong Kong Youth Innovation and Entrepreneur Cup” Beijing
Selection Competition (2023 BN wIEB R AR KERAFNBEBEF NE" RAEFTAINR L EREEFR); the
“Customer Value Growth Platform” (R FEEKKF &), which was recently launched by the Group, received the
“Digital Finance Innovation Pioneer Rankings of 2023 — Digital Marketing Silver Award” (2023 F % &b &l 7 5¢ §£ 15—
& 443R48) in the Sixth Digital Finance Innovation Competition 2023 (£75/E(2023)8 & FAI¥T AZE) ; “Newlink
RPA — Trust Project Submission Management Process Automation” (Newlink RPA—{Z+E1E B #hixEERIE B 1)
was honored with the “Third China RPA + Al Developer Competition — 2023 Process Value Award” (% =2+ &
RPA+AIRT 28 & A F|-20237 12 BB £8) in the Third China RPA + Al Developer Competition (5 = f& f1 BIRPA+AIF 2 &
AE),; and projects independently developed for industrial supply chain finance won the “Industrial Supply Chain
Track Excellence Award in Finance” in the first Digital and Intelligent Finance Innovation Competition-Industrial

Supply Chain Finance Finals (RS2 MAIFTAE-EXHERSRILE).
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CHAIRMAN'’S STATEMENT

At the same time, the Company continues to expand its presence in regional markets. Following the establishment
of a R&D center in Chengdu and a regional headquarters in Southwest China, the Group further set up an operation
center in Hong Kong and showcased representative innovative IT solutions and products on the Hong Kong Fintech
Week, attracting widespread attention from industry insiders and clients in the financial sector. As of the end of
2023, the Group’'s IT solution services business has been extended from Mainland China to Hong Kong and Macau
SAR, and thereby successfully initiated a strategic expansion anchored in the Greater Bay Area and the Southeast
Asia regional markets with its basis in the Hong Kong SAR.

Underpinned by improved business, the Company attaches great importance to the sustained performance of
corporate social responsibilities and actively participates in relevant industry associations and initiatives related to
environmental, social and governance aspects. The Company and its subsidiaries had successively been recognized by
the Hospital Quality Management and Information Technology Development Branch of the National Association of
Health Industry Enterprise Management (R BIG4EXCEERHSRHEETIREEFEE/IERD ®), earning the
titles of the “Vice President Unit” ([B|€ KE2f7]) and “Deputy Editor Unit of the Medical Quality Information
Development Standard T/NAHIEM66-2022" ([(E&EH £ {5 S 1L & R 1Z %) T/NAHIEM66-20228) £ #HE A7), and
were honoured with the “Honour Award —2023 Outstanding Responsible Enterprise " (B #88-2023F EHETESH
%) at the 2023 (sixth) Social Responsibility Conference (2023 (5/5f8) £ & & T A =).

In 2024, Newlink Technology will seize the opportunities presented by the digitalization and intelligent
transformation of Chinese enterprises, maintaining a development momentum featuring steady progress and
improved quality. We will unswervingly delve into customer needs, and continuously focus on technological
innovations, refining more comprehensive solutions and products by investing in research and development of
innovative technologies such as artificial intelligence and big data analytics for applications across various industry
sectors. We will continue to strengthen the pace of coordinated development among our subsidiaries, and integrate
internal and external resources to give full play to their complementary advantages. Building upon the deepening
and realization of differentiated advantages and market competitiveness of flagship products, effectively converting
and promoting them among different customer groups, we will strive to expand business reach, enrich product
offerings, cultivate a market ecosystem related to technological innovations, enhance penetration in regional markets
and advance the steady expansion of strategic deployment across the country, thus further realising the application
of our solutions and products in a broader range of regional markets and industries. We will continue to optimize
our process, motivate the organization and teams, attract talents, improve capabilities, effectively manage risks,
cultivate and manage the talent team featuring goals-guided. A solid foundation can be laid for the future
development of the Group only through our proactive dedications, diligent performance of duties at appropriate
positions, and making outstanding contributions. We will focus on the dual requirements of “technological research
and development innovation” and “business model innovation,” actively shoulder social responsibilities, enhance
customer experience, and propel each division and subsidiary to a new level towards the goal of high-quality
development. We will unite to overcome challenges, strive for brilliance through hard work, pursue excellence amidst
tumultuous times, continuously accumulate development strength, and endeavor to improve business performance.

ZHAI Shuchun
Chairman and Chief Executive Officer

28 March 2024

1"
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DIRECTORS AND SENIOR MANAGEMENT

OUR DIRECTORS

The Board currently consists of six Directors, comprised of three executive Directors and three independent
non-executive Directors. The following table sets forth information regarding the Directors.

Date of Appointment
Name Age Position as Director

Executive Directors

Mr. ZHAI Shuchun (B &) 58 Executive Director, Chairman and CEO 8 November 2019
Ms. QIN Yi(F1&) 46 Executive Director and deputy general manager 30 December 2019
Mr. LI Xiaodong (Z/NE) 36 Executive Director and deputy general manager 30 December 2019

Independent Non-executive Directors

Mr. TANG Baogi (R #H) 64  Independent Non-executive Director 5 December 2020
Ms. YANG Juan (#588) 61  Independent Non-executive Director 30 November 2021
Mr. YOU Linfeng Cif 1) 46  Independent Non-executive Director 4 December 2023

Executive Directors

Mr. ZHAI Shuchun (2B %), aged 58, is our executive Director, the chairman of the Board and CEOQ, and a director
of our certain subsidiaries. He is primarily responsible for the overall management of business, strategy, research and
development of our Group. Mr. Zhai joined our Group in December 2016 and has been in charge of the overall
management of Beijing Newlink since then. He was appointed as an executive Director in November 2019 and as our
CEO and chairman of the Board in December 2019. Mr. Zhai has over 28 years of experience in information
technology and software development industry. Mr. Zhai has been the executive director and general manager of
Beijing Yunwang Wanwei Technology Co., Ltd. (Jt R EH & # FH B R A &) since December 2017, and the
chairman of the board of directors and general manager of Beijing Guanruitong E-commerce Technology Co., Ltd.
(It REHBE FEBEHERM B R A F) (“Guanruitong”) since March 2017. From May 2001 to December 2016,
Mr. Zhai was the chairman of the board of directors and general manager at Beijing UFC Co., Ltd. (3t Bt R 3@ Rl 1%
B AR]). He also served as a director of DHC Software Co., Ltd. (BREE {2 7)), a company listed on the
Shenzhen Stock Exchange (stock code: 002065), from May 2008 to December 2010. From October 1995 to May
2001, Mr. Zhai served as the general manager of Vanda Systems & Communications Holdings Limited (A B 2 #54% i%
BPBR/AT]). Mr. Zhai obtained a bachelor’s degree in computer science from Beijing Jiaotong University (1t 5 22 38 K
E)in July 1989, and a master’s degree in satellite remote sensing from University of Chinese Academy of Sciences
(R EIRIERE K E ) in July 1995. He is the father of Mr. ZHAI Guanhua.
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DIRECTORS AND SENIOR MANAGEMENT

Ms. QIN Yi(F4%), aged 46, is our executive Director and deputy general manager. She is primarily responsible for
the sales and marketing of our Group. Ms. Qin joined our Group in June 2012 and was appointed as an executive
Director in December 2019. She was the head of sales and marketing department at Beijing Newlink from June 2012
to December 2016, and has served as a deputy general manager at Beijing Newlink since December 2016. Ms. Qin
has over 13 years of experience in sales and marketing. Prior to joining us, Ms. Qin served as a client manager at
Digital China Group Co., Ltd. (N &I K B KB BPR 2 5]), a company listed on the Stock Exchange (stock code:
0861) and Shenzhen Stock Exchange (stock code:000034), from August 2007 to June 2012. Ms. Qin obtained a
college degree in modern public relations from China University of Mining and Technology (FR B #& % A £2)in July
2000, and a bachelor’s degree in journalism from Communication University of China (A BI{& X £ ) in July 2012.

Mr. LI Xiaodong (Z/M®), aged 36, is our executive Director and deputy general manager. He is primarily
responsible for the project management of our Group. Mr. Li joined our Group in April 2015 and was appointed as
an executive Director in December 2019. He was the head of project management department at Beijing Newlink
from April 2015 to December 2016, and has served as a deputy general manager at Beijing Newlink since December
2016. Mr. Li has over 13 years of experience in software development. Prior to joining us, Mr. Li worked at Jiangsu
Kaihua Intelligent Engineering Co., Ltd. T &1 ZE & gt T2 G A &) from November 2009 to March 2015. Mr. Li
graduated from Huaian College of Information Technology (V&% {5 B B Z £ 17 2B ) in July 2008 where he majored

in computer software.

Independent Non-executive Directors

Mr. TANG Baoqi (EEfR#), aged 64, is an independent non-executive Director of our Company. He is primarily
responsible for supervising and providing independent judgment to our Board. Mr. Tang has served as an
independent non-executive director of Luzhou Bank Co., Ltd. CE/NIR7TR% % B BR A &) (formerly known as Luzhou
City Commercial Bank Co., Ltd. CE/MN M EZEETRMDER A F])), a company listed on the Stock Exchange (stock
code: 1983) since December 2018. Mr. Tang has over 33 years of experience in finance industry. He worked at China
Cinda (HK) Holdings Company Limited (R B {5 (F8) ZRBR 2 7)), a subsidiary of China Cinda Asset
Management Co., Ltd. (FE{EEEEE R RH R 2 F])which is a company listed on the Stock Exchange (stock
code: 1359; preference share stock code: 4607), as a senior manager, the general manager of risk management
department, the chief risk officer and the chief financial officer since February 2000 and was a director and deputy
general manager when he left China Cinda (HK) Holdings Company Limited in March 2018. Mr. Tang worked at the
creditors’ rights department (fE# &) of China Cinda Asset Management Co., Ltd. from June 1999 to February 2000.
Mr. Tang also served as a non-executive director of China Fortune Financial Group Limited (Rl E® & BEE AR
‘A|]), a company listed on the Stock Exchange (stock code: 0290) from March 2016 to April 2018, a non-executive
director of China National Materials Company Limited (Bl # # i {3 B PR 2 7)), a company previously listed on the
Stock Exchange (stock code: 1893) from July 2011 to July 2016, and an executive director of Silver Grant
International Holdings Group Limited (SR 2 BB A S @B R A F)), a company listed on the Stock Exchange (stock
code: 0171) from March 2008 to July 2011. Mr. Tang obtained a bachelor’'s degree in economics from Hubei
Institute of Finance and Economics (G4t BF &Z 2% ) (currently known as Zhongnan University of Economics and Law
(R R B & BUEKRE)) in July 1983. Mr. Tang was certified as a senior economist by People’s Construction Bank of
China (1 Bl A B3 3% $877) (currently known as China Construction Bank Corporation (Ff B2 ETRM AR A F))
in March 1996.
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DIRECTORS AND SENIOR MANAGEMENT

Ms. YANG Juan (#588), aged 61, is an independent non-executive Director of our Company. She is primarily
responsible for supervising and providing independent judgment to our Board. She has over 32 years of experience
in teaching, theory research and practice in the field of accounting. She has successively served as a lecturer,
assistant professor, professor and master’s supervisor at the school of accounting in Capital University of Economics
and Business (E &BAL 75 & 5 K2 ) since July 1986. Ms. Yang received her bachelor’s degree in accounting from
Capital University of Economics and Business in July 1986.

Mr. YOU Linfeng (k&) , aged 46, is an independent non-executive Director of our Company. He is primarily
responsible for supervising and providing independent judgment to our Board. Mr. You has more than 23 years of
experience in the field of accounting and audit. From July 2001 to May 2005, he has served as an auditor assistant
at Huazheng Certified Public Accountants* (¥£5F & 5T A = 7% FT) and Beijing Pan-China Certified Public Accountants*
(bR KR E RIS FT). From June 2005 to December 2012, he worked for Deloitte Touche Tohmatsu CPA and
lastly as a senior manager. From December 2012 to June 2020, he has served as a vice general manager of the
Inspection & Audit Department at Zhongrong International Trust Co. Ltd. Since December 2020, he has been serving
as a salaried partner at BDO China Shu Lun Pan Certified Public Accountants LLP. Mr. You graduated from Beijing
University of Chemical Technology (3t F{t TK2) in 2001 with a bachelor’s degree in accounting, obtained the
qualification of certified internal auditor conferred by The institute of Internal Auditors and is a certified public
accountant in the People’s Republic of China.

SENIOR MANAGEMENT

Mr. ZHAI Shuchun (ZB %), aged 58, is our executive Director, the chairman of the Board and CEO. His
biographical details are set out above under the section headed “Directors and Senior Management — Our Directors”
in this annual report.

Ms. QIN Yi(Z %), aged 46, is our executive Director and deputy general manager. Her biographical details are set
out above under the section headed “Directors and Senior Management — Our Directors” in this annual report.

Mr. LI Xiaodong (Z/N&), aged 36, is our executive Director and deputy general manager. His biographical details
are set out above under the section headed “Directors and Senior Management — Our Directors” in this annual
report.

Ms. ZHANG Xiushi GREEF), aged 39, is the deputy general manager and company secretary of our Company,
being responsible for secretarial and investor relation management matters of our Company. Ms. Zhang joined our
Group in July 2019 as the board secretary of Beijing Newlink, and was appointed as a director of Beijing Newlink in
December 2019 and as a joint company secretary of our Company in February 2020, and was appointed as the
deputy general manager of the Company in February 2023, and has acted as the sole company secretary of the
Company since 30 March 2024. Prior to joining the Group, Ms. Zhang served as the deputy general manager at the
investment banking department of China Galaxy Securities Co., Ltd. (FR B $R A 52 B R A Al), a company listed
on the Stock Exchange (stock code: 6881), from February 2015 to June 2019. Ms. Zhang worked as a senior
manager of the investment banking department of Capital Securities Co., Ltd. (EAIZEH AR E T A7) from May
2011 to February 2015. From July 2006 to June 2008, Ms. Zhang worked at World Shipping Group Limited. (1t 15
B AR 7). Ms. Zhang obtained a bachelor’s degree in tourism management from Beijing International Studies
University (4t & — 4N B E2BE) in July 2006, and a master’s degree in accounting from St. John’s University in the
United States.in July 2010.
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Mr. ZHAI Guanhua (BB # % 4%), aged 32, is our chief financial officer. Mr. Zhai Guanhua joined the Group in
September 2022 and has served as the chief financial officer of the Group from 5 September 2022. He has extensive
experience in financial management, financial analysis, investment and financing decisions, corporate operations and
corporate governance. Mr. Zhai Guanhua has been the executive director and the general manager of Beijing
Fullhouse Investment Management Co., Ltd. (At R B EFE(FIR EEE B A 7)) since July 2018. Prior to that,
Mr. Zhai Guanhua served as a financial advisor at Morgan Stanley (San Francisco) from July 2016 to March 2018 and
the executive director and the general manager of Beijing Fuhuajiaxin Business Incubator Co., Ltd. (dt R B EEE 1B
¥MW AR AF]) from July 2021 to August 2022. Mr. Zhai Guanhua graduated from Syracuse University in 2014
and New York University in 2016, and obtained a bachelor’'s degree in finance and a master’'s degree in talent
management, respectively. He has been studying an MBA in finance at Tsinghua University since September 2021.
He is the son of Mr. Zhai Shuchun, chairman of the Board and CEO.

Mr. TIAN Weihai (H#8), aged 56, is the deputy general manager of the Company. He is responsible for the daily
operation and management of Neusoft Yuetong. Mr. Tian joined the Group in July 2022 as the general manager of
Neusoft Yuetong, and was appointed as the deputy general manager of the Company in February 2023. Mr. Tian
has served as the general manager of Neusoft Yuetong since September 2015. He served as the administrative
director of North China Region of Neusoft Group (Beijing) Co., Ltd.* (&£ E (4t ) AR 2 al) from November
2005 to August 2015, and he was in the Chinese People’s Liberation Army from October 1985 to March 2005,
during which he served as the deputy regimental secretary of the Strategic Teaching and Research Department of the
National Defense University. Mr. Tian obtained a bachelor’s degree in automotive application engineering from the
Transportation Engineering Institute of the Chinese People’s Liberation Army (R Bl A R f# 7 E @t T2 26 ) in July
1991.

Mr. PAN Zehua GEZZ), aged 49, is the deputy general manager of the Company. He is responsible for the
research and development management and solution service delivery management of the Company. Mr. Pan joined
the Group in October 2017 as the vice president of Beijing Newlink and he was appointed as the deputy general
manager of the Company in February 2023. Prior to joining us, Mr. Pan served as the assistant to the president of
Beijing UFC Co., Ltd. (4t R B¢ R B Rl . B R 2 7)) from November 2000 to October 2017. Mr. Pan obtained a
bachelor’s degree in computer software and application from Shanghai Railway University ( -8 # 8 X2 )in July
1996. He has been certified as an IPMA B-level senior project manager, and passed the MSP (programme
management) and P30 (project management office) certifications issued by OGC of the United Kingdom.

Mr. DING Yaoxin (T ¥fR), aged 47, is the deputy general manager of the Company. He is responsible for the
program design and product promotion management of the Company. Mr. Ding joined the Group in October 2017
as the assistant to the president of Beijing Newlink and was appointed as the deputy general manager of Beijing
Newlink in March 2021 and the vice president of the Company in February 2023, respectively. Prior to joining us,
Mr. Ding served as the general manager of the 3rd Software Business Division of Beijing UFC Co., Ltd. (b B8R 3@
B AR AR from April 2006 to October 2017. Mr. Ding obtained a bachelor’s degree in computer application
software from lJilin University in July 2009, and was qualified as an Certified Information System Auditor (CISA) in
August 2021.
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Mr. MAO Qilong (ERXEE), aged 39, is our deputy general manager. He mainly assists the general manager of the
Company in handling the daily affairs of the Company. Mr. Mao joined the Group in April 2012 as the head of
administration department at Beijing Newlink and has served as a deputy general manager at Beijing Newlink since
December 2016. Mr. Mao has over 15 years of experience in administrative management. Prior to joining us,
Mr. Mao served as deputy manager of the administrative department of Changshu Xinzhuang Jixiang Auxiliary Co.,
Ltd. (B m E S HBEI AR A 7)) from February 2007 to March 2012. Mr. Mao graduated from Changshu
Mocheng High School (B # M E 4+ 2 ) in June 2003.

COMPANY SECRETARY

Ms. ZHANG Xiushi (5R¥A), is the deputy general manager and company secretary of our Company, being
responsible for secretarial and investor relation management matters of our Company. Her biographical details are
set out in the section headed “Directors and Senior Management — Senior Management” of this annual report.
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BUSINESS REVIEW AND OUTLOOK

Overview

As a leading technology-driven IT solution service provider based on its independently developed software products
in China, Newlink Technology has long been focusing on the application of innovative IT solutions, which
concentrates on the application of advanced technology innovations such as artificial intelligence and big data
analysis, in various fields, and continuously provides high value-added IT solution services to customers in specific
industries including finance, healthcare, transportation and logistics as well as general industries.

The Group remains committed to research and development of new products and new technologies and their
application innovations, and has been promoting the integration of products and services. By doing so, the Group
aims to provide customers in various industries with scenario-based comprehensive solutions that can satisfy needs of
customers and enhance their competitiveness in their industries on the basis of Robotic Process Automation (RPA)
solutions, smart park solutions, medical and health care big data intelligent management solutions and solution
services powered by a series of technologies such as data mining and analysis, cloud-based computing, distributed
database management, intelligent control, knowledge graph and deep learning, thus maintaining and improving
competitiveness of our products and services in specific industries such as finance, healthcare and transportation.

Business Review

The year 2023 was crucial for China to progress its economic recovery and transformation and upgrading after the
COVID-19 amid the evolving and complex international landscape and frequent geopolitical conflicts. Amid the
complex macro environment and ever evolving industry development, Newlink Technology is experiencing the throes
of transformation in terms of R&D, operations and development, and is exposed to many challenges. In 2023, the
Group recorded a revenue of RMB245.5 million, which was mainly derived from the IT solution services business,
representing a slight decrease of 5.8% as compared with RMB260.6 million in 2022. The decrease in revenue was
mainly due to the significant decrease in revenue from technical and maintenance services and sales of standard
software. Categorized by types of goods or services provided, the Group’s revenue from software development
services amounted to RMB179.5 million in 2023, representing a year-on-year increase of 7.4% and accounting for
73.1% of the total revenue. Revenues from technical and maintenance services and sales of standard software were
RMB37.6 million and RMB28.4 million, respectively, representing a year-on-year decrease of 25.7% and 33.5%,
respectively.

In 2023, the Group's gross profit decreased significantly by 47.4% to RMB37.1 million from RMB70.5 million in
2022, and the gross profit margin decreased to 15.1% from 27.1% in 2022. The decrease in gross profit was mainly
due to the slight year-on-year decrease in the Group’s revenue in 2023 and the increase in cost of sales by 9.6%
year-on-year to RMB208.4 million. The decrease in gross profit margin was mainly due to the combined effect of the
significant year-on-year decrease in the number of technical personnel responsible for project implementation in
2023, resulting in an increase in the cost of sharing public expenses per capita and the payment of more severance
compensation. In 2023, the loss for the period attributable to owners of the Group was RMB69.2 million, bringing
the continuous profitability for prior years to an end. On top of decrease in gross profit, the loss for the period
attributable to owners was attributable to the (1) significant increase in R&D expenses due to the increase in the
amortization amount of deferred development costs after continuous investment in R&D in prior years and formation
of intangible assets, (2) the increase in expected credit losses as a result of the increase in the balance of accounts
receivable for more than two years.
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In 2023, the Group stood firm against the operating pressure and achieved a net operating cash inflow of RMB18.7
million, representing an increase of 33.6% as compared to RMB14.0 million in 2022. While ensuring a smooth and
healthy transition through this challenging period, we steadfastly sought for progress based on our experience so as
to lay foundation for future robust growth. In terms of cooperation with customers, the Group, on the one hand,
actively explored the potential of existing customers, and on the other hand, continuously explored high-quality new
customers. The Group attaches great importance to the reputation and word-of-mouth of our customers, and
through long-term development and cooperation, we have retained a number of reputable and high-quality
customers. The revenue brought by listed public companies, Chinese state-owned enterprises, and institutional
clients accounted for 96.8% of our total revenue for 2023. Our high-quality and stable customer base covers many
well-known brand customers in industries such as finance, healthcare, transportation, electric power,
telecommunications, etc., including 10 Fortune Global 500 clients and 17 China’s top 500 clients. By continuously
optimizing our customer structure, we have become experienced in serving top-tier institutions and leading
enterprises. We are also expected to further improve the turnover efficiency of our account receivables in a more
challenging macro-environment, which will help the Group to maintain steady and healthy operations on a going
concern basis and achieve a turnaround to profitability as soon as possible.

In 2023, the Group continues to expand its presence in regional markets. Following the establishment of a R&D
center in Chengdu and a regional headquarters in Southwest China, the Group further set up an operation center in
Hong Kong. At the Hong Kong FinTech Week 2023, our representative and innovative IT solutions and products
received extensive attention from the industry insiders and clients in the financial sector. As of the end of 2023, the
Group's IT solution services business has been extended from Mainland China to Hong Kong and Macau SAR,
successfully initiating a strategic expansion anchored in the Great Bay Area and Southeast Asia regional markets with
its basis in the Hong Kong SAR.

Outlook

In 2024, the Group will unswervingly work to delve into customer needs, and focus on technological innovations,
refining more comprehensive solutions and products by investing in research and development of innovative
technologies such as artificial intelligence and big data analytics for applications across various industry sectors. In
2024, the Group will continue to strengthen the pace of coordinated development among our subsidiaries, and
integrate internal and external resources to give full play to their complementary advantages. By deepening and
realizing the differentiation advantages of flagship products and enhancing market competitiveness to effectively
convert and promote across different customer bases, we will strive to expand business reach, enrich product
offerings, cultivate a market ecosystem related to technological innovations, enhance penetration in regional markets
and advance the steady expansion of strategic deployment across the country, thus further realising the application
of our solutions and products in a broader range of regional markets and industries. In 2024, the Group will
continue to optimize processes, motivate the organization and teams, attract talents, improve capabilities, effectively
manage risks, cultivate and manage the talent team featuring goals-guided. A solid foundation can be laid for the
future development of the Group only through our proactive dedications, diligent performance of duties at
appropriate positions, and making outstanding contributions. In 2024, the Group will focus on the dual requirements
of “technological research and development innovation” and “business model innovation”, actively shoulder social
responsibilities, enhance customer experience, and propel each division and subsidiary to a new level towards the
goal of high-quality development. In 2024, the Group will firmly seek for progress based on our experience, and
endeavor to propel the healthy growth in the future. We will unite to overcome challenges, strive for brilliance
through hard work, and pursue excellence amidst tumultuous times, always aiming to reach greater heights.
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FINANCIAL REVIEW

Revenue

During the Reporting Period, the Group mainly derived revenue from the IT solution service business. The IT solution
service business of the Group is to provide customers with various solutions comprising software development
services, technical and maintenance services, sales of standard software and other services and products by applying
IT technology according to their needs. Depending on the specific application of technology, the Group’s IT solutions
can be divided into traditional solutions and innovative solutions, among which innovative solutions are solutions
powered by key technologies such as artificial intelligence and big data analysis. During the Reporting Period, the
Group’s innovative solutions not only provided tailored services to customers in specific fields such as finance,
medical care, transportation and logistics based on customer needs, but also sold standard products and services to
customers; while its traditional solutions were mainly used in the fields like finance and transportation.

In 2023, the Group recorded a revenue of RMB245.5 million, which was mainly contributed by the IT solution service
business, representing a decrease of 5.8% from RMB260.6 million in 2022. The decrease in the Group’s revenue in
2023 was mainly due to the significant decline in revenue from technical and maintenance services and revenue from
sales of standard software.

The following analysis sets forth a breakdown of our revenue for the year of 2023 and 2022, respectively "ot

Software development services

Our revenue from software development services increased by 7.4% from RMB167.2 million in 2022 to RMB179.5
million in 2023. Among the revenue from software development services, revenue from innovative solutions
amounted to RMB45.5 million, accounting for 25.3% of our revenue from software development services. During
the Reporting Period, the Group’s innovative solutions that generate revenue through the software development
service model mainly include Robotic Process Automation (“RPA") solutions, smart park solutions, medical and
health care big data intelligent management solutions and solution services powered by a series of technologies such
as data mining and analysis, cloud—-based computing, distributed database management, knowledge graph and deep
learning, which were sold to financial institutions, medical institutions, and large-scale state-owned and
privately-owned transportation and logistics enterprises, etc.

Technical and maintenance services
Our revenue from technical and maintenance services in 2023 amounted to RMB37.6 million, representing a
decrease of 25.7% from RMB50.6 million in 2022.

Note: In 2023, the Group maintained its revenue classification method adopted in 2022, and presented its revenue breakdown by
software development services, technical and maintenance services, and sales of standard software.
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Sale of standard software

Our revenue from sales of standard software decreased by 33.5% from RMB42.7 million in 2022 to RMB28.4 million
in 2023. Among the revenue from sales of standard software, revenue from its innovative solutions amounted to
RMB14.4 million, accounting for 50.7% of our revenue from sale of standard software. During the Reporting Period,
the Group’s innovative solutions that generate revenue through the sales of standard software mainly include
products such as the standardized RPA platform, the medical quality control and safety warning platform, and the
intelligent healthcare platform.

Cost of sales
Our cost of sales increased by 9.6% from RMB190.1 million in 2022 to RMB208.4 million in 2023, mainly due to
more costs incurred by the acquired subsidiary, Neusoft Yuetong.

Gross profit and gross profit margin

Our gross profit decreased by 47.4% from RMB70.5 million in 2022 to RMB37.1 million in 2023. Our gross profit
margin decreased from 27.1% in 2022 to 15.1% in 2023. The decrease in gross profit was mainly due to the slight
year-on-year decline in the Group’s revenue in 2023, and a year-on-year increase in the cost of sales of 9.6% to
RMB208.4 million. The decline in gross profit margin was mainly due to the combined effect of factors such as an
increase in the cost of sharing public expenses per capita and increased payment of severance compensation, as a
result of a significant year-on-year decrease in the number of technical personnel responsible for project
implementation in 2023.

Other income and gains

In 2023, the Group’s other income and gains were RMB10.6 million, representing a decrease of 0.9% as compared
with 2022, which was mainly due to the increase in bank interest income, value-added tax rebates and other tax
subsidies.

Liquidity, financial and capital resources
In 2023, the Group's total available cash balance (the sum of bank balances, cash, and time deposits) was RMB330.5
million.

During the Reporting Period, the Group recorded a net operating cash inflow of approximately RMB18.7 million, as
compared with RMB14.0 million in 2022. The increase in net cash inflow of the Group during the Reporting Period
was mainly due to the increase in cash received from accelerated repayment. The Group maintains sufficient liquidity
to meet daily liquidity management and expenditure needs, and controls internal operating cash flows.

Our bank borrowings as of 31 December 2023 amounted to RMB8.01 million, of which RMB6.08 million, RMB1.78
million and RMBO0.15 million maturing on 27 December 2024, with fixed interest rate of 3.85% per annum. All of
our bank borrowings were primarily used for our daily operation and business expansion.

The Group continued to maintain a healthy and sound financial position. Our net current assets decreased from
approximately RMB689.9 million as of 31 December 2022 to approximately RMB582.7 million as of 31 December
2023, which was mainly due to the decrease in balance of cash and cash equivalents and the increase in balance of
trade payables.
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Fair value gain on equity investments at fair value through profit or loss
In 2023, the Group recorded an increase in fair value gain on equity investments at fair value through profit or loss
of a total of RMB3.2 million, which was mainly due to gains on change in fair value of the 19.6% equity interest

S o

held in Beijing Fuhuajiaxin Business Incubator Company Limited* (lt R B FEEE DX LEAR A F).

In 2023, the Group recorded an increase in fair value gain on financial assets held for sale at fair value through
profit or loss of a total of RMB1.1 million, which was mainly due to gains on change in fair value of the 1% equity
interest held in Advanced Biomed Inc.

Fair value loss on investment property at fair value through profit or loss
In 2023, the Group recorded a fair value loss on investment property at fair value through profit or loss of a total of
RMBO0.02 million, which was mainly due to loss on change in fair value of the office premises in Chengdu.

Change in fair value of contingent consideration
In 2023, the Group recorded change in fair value of contingent consideration of a total of RMB0.8 million in relation
to the acquisition of the subsidiary, Neusoft Yuetong.

Selling and distribution expenses

Our selling and distribution expenses increased as compared with 2022, increasing by 16.7% from RMB12.0 million
in 2022 to RMB14.0 million in 2023. The increase in selling and distribution expenses was mainly due to the
additional selling and distribution expenses incurred by the acquired subsidiary, Neusoft Yuetong and increased
payment of staff severance compensation.

Administrative expenses

In 2023, our administrative expenses increased as compared with 2022, increasing by 28.6% from RMB28.7 million
in 2022 to RMB36.9 million in 2023. The increase in administrative expenses was mainly due to the additional
administrative expenses incurred by the acquired subsidiary, Neusoft Yuetong and increased payment of staff
severance compensation.

Research and development expenses

In 2023, our research and development expenses amounted to RMB42.3 million, representing an increase of 121.5%
as compared with RMB19.1 million in 2022, primarily due to a spike in R&D expenses resulting from the increase in
amortization amount of the Group's deferred development costs and the additional amortization of the identifiable
intangible assets portion of the consideration paid for the acquisition of the subsidiary, Neusoft Yuetong.

In 2023, the research and development investment of the Group was mainly made in software and hardware
equipment required for the research and development work. Since its listing, the Group has continuously invested
heavily in research and development. On the one hand, it has invested in the research and development of
corresponding solutions according to the utilization plan of the raised funds; and on the other hand, it has also
accelerated in terms of investing heavily in the research and development of technologies related to artificial
intelligence and big data analysis. As of the end of 2023, the Group had a total of 204 items of software copyrights,
including 20 items of software copyrights newly formed by developing or upgrading innovative solutions in 2023,
accounting for 69.0% of the total 29 items of software copyrights newly developed in 2023.
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Other expenses
In 2023, our other expenses amounted to RMB1.3 million.

Impairment losses under expected credit loss model, net of reversal

The impairment losses under expected credit loss model, net of reversal of RMB 25.7 million during the year was
mainly due to the increase in expected credit losses on trade receivables balances for more than two years and
increase in the expected credit loss rate.

Impairment loss on investment in an associate

Impairment loss on investment in an associate during the year was RMB2.3 million, which was attributable to the
impairment of the investment in Beijing Heshun Huikang Technology Co., Ltd.* (At RFMIBZER L ER A E)), an
associate in which Neusoft Yuetong invested.

Finance costs
In 2023, our finance costs remained relatively stable as compared with 2022, slightly increasing from RMB1.28
million in 2022 to RMB1.32 million.

Loss before tax
As a result of the foregoing, we recorded loss before tax of RMB71.0 million in 2023, as compared to the profit
before tax of RMB20.8 million in 2022.

Income tax credit/(expense)
We recorded income tax credit of RMB1.3 million in 2023 as compared to income tax expense of RMB3.4 million in
2022, mainly due to the record of loss in 2023.

Loss for the year
Due to the above reasons, we recorded a loss for the year of RMB69.7 million in 2023, as compared to a profit for
the year of RMB17.4 million in 2022.

Exposure to exchange rate fluctuation

During the year ended 31 December 2023, the functional currency of companies operating in the PRC is Renminbi.
Most of the Group’s monetary assets were mainly denominated in US dollars and Renminbi. We manage foreign
exchange risk by performing periodic reviews of our net foreign exchange exposures and try to minimise these
exposures through natural hedges. We operate mainly in the PRC with most of the transactions settled in Renminbi.
The management considers that the business is not exposed to any significant foreign exchange risk as there are no
significant financial assets or liabilities denominated in the currencies other than the respective functional currencies
of our entities.

Commitments

The Group has various contracted, but not provided short-term lease commitments as at the end of 31 December
2023 (2022: future lease payments of RMBO0.5 million for such non-cancellable lease contracts). The future lease
payments for these non-cancellable lease contracts are RMBO.7 million and due within one year.
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Contingent Liabilities
As of 31 December 2023, we did not have any material contingent liability, guarantee or any litigation or claim of
material importance, pending or threatened against any member of our Group.

Future plans for material investments and capital assets
Save as disclosed in this annual report, as of 31 December 2023, we did not have other substantial future plans for
material investments and capital assets.

Material acquisitions and disposals of subsidiaries and affiliated companies
In 2023, we did not have any material acquisitions or disposals of subsidiaries and affiliated companies.

Performance Guarantee

On 20 June 2022, Newlink Technology Beijing (a wholly-owned subsidiary of the Company) entered into an equity
transfer and capital increase agreement with shareholders of Neusoft Yuetong (the “Target Company”) (the
“Sellers”) and the Target Company (the “Neusoft Yuetong Acquisition”), pursuant to which Newlink Technology
(Beijing) has conditionally agreed to purchase, and the Sellers have conditionally agreed to sell, 100% equity interest
in the Target Company, and Newlink Technology (Beijing) has conditionally agreed to make a capital increase to the
Target Company, and in this regard, Newlink Technology (Beijing) agreed: (1) to pay the Sellers the equity transfer
consideration of RMB80,000,000 in total (subject to the performance compensation arrangement); (2) to succeed the
capital contribution obligations of RMB7,430,769 for the unpaid registered capital in the equity interest transferred
by Dai Linlin, being one of the Sellers; and (3) to make a capital increase of RMB18,000,000 to the Target Company.
The performance guarantee sellers (being the sellers other than Dai Linlin) undertook to Newlink Technology (Beijing)
that the Target Company’s revenue from principal business and net profit for financial years of 2022, 2023 and 2024
shall not be less than the performance targets in the table below. The actual net profit of the Target Company is the
after tax net profit attributable to shareholders of the parent company before or after deducting non-recurring gains
and losses in the consolidated audited statements of the target group (the Target Company and its subsidiaries)
audited and confirmed by a qualified accounting firm, whichever is lower.

As disclosed in the Company’s 2022 annual report, for the year ended 31 December 2022, the Target Company
recorded a revenue from principal business of RMB63,528,000 and an actual net loss of RMB5,052,379.81 based on
which the performance guarantee sellers did not fulfill the performance guarantee for the year 2022.

For the year ended 31 December 2023, the Target Company recorded a revenue from principal business of
RMB73,425,980.09 and the Target Company recorded a after tax net profit attributable to shareholders of the
parent company before and after deducting non-recurring gains and losses of RMB4,988,128.51 and
RMB4,645,596.76, respectively, based on which the performance guarantee sellers fulfilled the performance
guarantee for the year 2023. The Company will closely monitor the Target Company’s performance guarantee in
2024. Upon the expiry of the performance guarantee period, the performance compensation amount (if any) shall be
calculated based on the calculation formula as agreed under the performance guarantee arrangement and be paid
by the performance guarantee sellers to Newlink Technology (Beijing).

For details, please refer to the announcements of the Company dated 20 June 2022 and 28 March 2024.
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(In RMB0’000)

Financial Year 2022 2023 2024 Total
Guaranteed revenue from principal business 6,000 7,200 8,640 21,840
Guaranteed net profit 300 450 675 1,425

Significant investments
In 2023, we did not hold any significant investments nor made any significant acquisition of capital assets.

Charge on Group'’s assets
As of 31 December 2023, we had no charges on our assets.

Customer credit risk

Our business operations are subject to the risk of payment deferrals and/or defaults by our customers. For our
software development services, most of our contracts provide for periodic installments from our customers based on
project milestones, such as delivery, installation and testing of our solutions. However, we incur costs associated with
a project, primarily including staff costs relating to project execution and software development, electronic
equipment and certain project implementation expenses, on an ongoing basis from the beginning. As a result, we
are required to make prepayments for certain project costs and expenses before receiving sufficient payments from
our customers.

During the track record period, we typically granted our customers a credit period depending on contract terms and
our evaluation of customer’s creditworthiness. In determining the actual length of credit terms granted to a specific
customer, we consider various factors such as reputation, length of business relationship and past payment records.
As of 31 December 2023, our trade receivables amounted to RMB261.9 million and we recorded impairment loss on
trade receivables of RMB43.3 million. We are thus exposed to the risk that customers may delay or even be unable
to pay when milestones are reached or upon completion of contracts. These may put our cash flow and working
capital under pressure.

1. The subsequent settlement is set out below in relation to the trade receivables as at 31 December

2023:

Subsequent
RMB’000 Gross amount settlement
Within 180 days 52,566 21,058
181 days to 1 year 33,853 987
1 to 2 years 81,570 12,258
2 to 3 years 67,259 9
Over 3 years 26,618 14

Total 261,866 34,326
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Recoverability of long aged receivables and reasons why the loss allowances were adequate:

(1)

(2)

(3)

Customers with strong creditworthiness

Our trade receivable balance as of 31 December 2023 was mainly from large customers with good
reputation and strong creditworthiness, the majority of which were Chinese state-owned enterprises
and listed public companies, including top-tier banks, trust companies, asset management companies,
Class lll Grade A hospitals, railway bureaus, locomotive depots, railway information technology
companies, railway bureau groups, airlines, aviation food companies, aviation materials companies, etc.
Such customers are in good standing and have strong creditworthiness and bargaining power, and
have stringent and extensive internal payment and settlement processes, which often require
time-consuming internal approval processes before payments were made, resulting in further extension
of their payment cycles. As of 31 December 2023, 87.3% of the trade receivable balance was recorded
from Chinese state-owned enterprises and listed public companies.

In addition, the balance of trade receivables over 180 days as of 31 December 2023 was mainly
recorded from Chinese state-owned enterprises and listed public companies with which the Group had
longstanding cooperation, and there has been no recoverability issue in relation to trade receivables in
previous years and both parties have maintained a good cooperation relationship.

The balance of trade receivables over 180 days remains in a trend of continuous collection of
receivables

As of 31 December 2023, the balance of trade receivables over 1 year amounted to RMB175.4 million,
recorded from a total of 131 customers, among which 131 customers are still performing contracts
with the Group so far, and the Group has continued to collect receivables since 31 December 2023.

The business model and customer base of the Group remain unchanged as disclosed before

In relation to trade receivables, as disclosed in the prospectus of the Company dated 21 December
2020, the previous, current and future business model and the customer base of the Group have
remained and are expected to remain substantially unchanged.

We consider that we have entered into normal business arrangements with these customers and have
not identified any issues of the recoverability of trade receivables or insufficient provision for
impairment to date.
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Actions taken or to be taken to recover such long-outstanding receivables

The Group has continued to (1) increase sales revenue from customers with short payment cycle and gradually
reduce sales to customers with long payment cycle to achieve substantial improvements against the long
payment cycle of trade receivables; (2) maintain strict control over its outstanding trade receivables and have
a credit control department to minimise the credit risk. The Group has strictly followed its credit management
policy and will continue to follow the steps and measures stipulated in the credit management policy to
manage the trade receivables and maintain the working capital. As required by the credit management policy
of the Group, the Group has instructed designated sales personnel to follow up directly with their responsible
customers, and the sales and marketing staff of the Group make collection calls to customers whose bills have
been overdue for less than 90 days; for customers whose bills have been overdue within 90 to 360 days, the
sales and marketing staff escalate the matter to the business department and both the sales and marketing
staff and the business department make collection calls to the customers; and for customers whose bills have
been overdue for more than 360 days, the Group assigns the sales and marketing staff to visit the customers
for face-to-face communication, and the sales and marketing staff and business departments continuously to
follow up and make collection calls to customers. To manage the trade receivables, the Group has also
strengthened the cooperation between the technical team and the sales and marketing team to conduct more
efficient collection, and taken into account the collection speed in the performance assessment of the
employees. In addition, the Group will continue to issue periodic written payment reminders to the customers.
Overdue balances are also regularly reviewed by the senior management; and (3) regularly make enquiries on
customers’ ratings and make an analysis of the background, reputation, market position and the operating
conditions of customers based on publicly available information.

Key financial and business performance indicators
The key financial and business performance indicators comprise profitability growth and return on equity.

Our return on equity decreased from 2.0% for 2022 to -8.8% for 2023, primarily due to the Group record a loss.
Our gearing ratio decreased from 2.2% as of 31 December 2022 to 1.0% as of 31 December 2023, primarily due to

the decrease in bank borrowings. The calculation of gearing ratio is based on total borrowings divided by total equity
as of the end of the year and multiplied by 100.0%.
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The Board of the Company is pleased to report to its Shareholders on the corporate governance of the Company for
the year ended 31 December 2023.

COMPLIANCE WITH CORPORATE GOVERNANCE CODE

The Group is committed to maintaining high standards of corporate governance. The Board believes that good
corporate governance standards are essential in providing a framework for the Company to safeguard the interests
of its Shareholders and corporate value, formulate its business strategies and policies, and enhance its transparency
and accountability.

The Company has adopted all the applicable principles and code provisions set out in the CG Code as the basis of
the Group’s corporate governance practices. Save as disclosed in this annual report, the Group has complied with
the CG Code throughout the year ended 31 December 2023. The Company will periodically review its corporate
governance policies and will propose any amendment, if necessary, to ensure compliance with the CG Code effective
from time to time.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix C3 to the Listing Rules as a code of conduct of the Company regarding Directors’
securities transactions. Having made specific enquiries of all Directors, each of the Directors has confirmed that he/
she has complied with the requirements of the Model Code for the year ended 31 December 2023.

CORPORATE CULTURE

The Company continuously focuses on corporate compliance culture, and has formulated policies under the
Anti-fraud, Anti-corruption and Reporting and Complaint Management Measures (the “Anti-Corruption Policy”) to
ensure that the Company is in compliance with the Listing Rules and regulatory requirements through continuous
supervision by the Board.
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In addition, the Board will (i) review the decisions and actions of the Company to assess whether they are in line
with its desired corporate culture; (ii) interact with its employees and stakeholders; and (iii) assess whether there are
issues requiring attention based on complaints received, whistle-blowers’ disclosures, staff turnover and code of
conduct/regulatory violations.

Corporate culture is crucial to the accomplishment of the Company’s mission. The Board will maintain and ensure
that the Company’s goals, values and strategies are highly in line with its corporate culture.

BOARD OF DIRECTORS

The Company is headed by an effective Board which oversees the businesses, strategic decisions and performance of
the Company and its subsidiaries and takes decisions objectively in the best interests of the Company.

The Board would regularly review the contribution required from a Director to perform his/her responsibilities to the
Company, and whether the Director is spending sufficient time discharging them.

Board Composition
The composition of the Board and the Board committees during the Reporting Period and as of the date of this
annual report are as below.

Executive Directors

Mr. ZHAI Shuchun (Chairman and CEQ)
Ms. QIN Yi

Mr. LI Xiaodong

Independent Non-executive Directors

Mr. TANG Baoqi

Ms. YANG Juan

Mr. YOU Linfeng (appointed on 4 December 2023)
Mr. YE Jinfu (resigned on 4 December 2023)

The biographical information of the Directors is set out in the section headed “Directors and Senior Management” of
this annual report.

During the Reporting Period and up to the date of this annual report, the Board has met at all times the
requirements under Rules 3.10(1) and 3.10(2) of the Listing Rules relating to the appointment of at least three
independent non-executive directors with at least one independent non-executive director possessing appropriate
professional qualifications or accounting or related financial management expertise. The Company has also complied
with Rule 3.10A of the Listing Rules relating to the appointment of independent non-executive directors representing
at least one-third of the Board.
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The Company recognizes that the Board’s access to independent advice is critical to good corporate governance and
the effectiveness of the Board. The Board has established a mechanism to ensure that the Board can obtain
independent opinions where necessary so as to enhance the objectivity and effectiveness of decision-making. The
Board regularly reviews the structure, number and composition of the Board to ensure a balanced mix of executive
Directors and independent non-executive Directors, so that the Board maintains a strong independent element.
When selecting an independent non-executive Director, the Company will examine the independence, professional
qualifications, past experiences and working experience of the independent non-executive Director to ensure that the
independent non-executive Director has sufficient talents, vision and opportunities to put forward influential
independent opinions, so as to ensure that the Board obtains multi-angle thinking directions in decision-making. For
the Directors’ attendance records at meetings in 2023, please refer to the section headed “Directors’ Attendance
Records of Meetings of Board and Board Committees” in this annual report. The Directors may seek independent
professional advice where necessary, and the relevant expenses shall be borne by the Company. The Board is of the
opinion that the aforesaid mechanism is effectively implemented.

Save as disclosed in this annual report and work relationship at the Company, none of the Directors has any
relationship with any other Director or chief executive.

Directors’ Attendance Records of Meetings of Board and Board Committees
Pursuant to code provision C.5.1 of the CG Code, regular Board meetings should be held at least four times a year

involving active participation, either in person or through electronic means of communication.

During the Reporting Period, the Chairman has held a meeting with the independent non-executive Directors without
the presence of other Directors.

A summary of the attendance records of the Directors at the meetings of the Board and the respective Board
committees held during the Reporting Period is set out below:

Attendance/Number of Meeting(s)

Audit Remuneration Nomination General
Name of Director Board Committee Committee Committee Meeting
Mr. ZHAI Shuchun 5/5 N/A 2/2 2/2 11
Ms. QIN Yi 5/5 N/A N/A N/A 11
Mr. LI Xiaodong 5/5 N/A N/A N/A 11
Mr. TANG Baoqi 5/5 2/2 2/2 2/2 11
Mr. YE Jinfu (note 1) 4/4 2/2 N/A N/A 11
Ms. YANG Juan 5/5 2/2 2/2 2/2 11
Mr. YOU Linfeng (note 2) 11 N/A N/A N/A N/A
Note 1: Mr. YE Jinfu resigned as an independent non-executive Director with effect from 4 December 2023.

Note 2: Mr. YOU Linfeng was appointed as an independent non-executive Director with effect from 4 December 2023.

29



30

NEWLINK TECHNOLOGY INC. ANNUAL REPORT 2023

CORPORATE GOVERNANCE REPORT

Chairman and Chief Executive Officer

Pursuant to code provision C.2.1 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 roles of the
Chairman and the CEO of the Company are held by Mr. ZHAI Shuchun. With extensive experience in the information
technology industry, Mr. Zhai is responsible for the overall strategic planning and general management of the Group
and is instrumental to our growth and business expansion. The Board considers that vesting the roles of chairman
and chief executive officer in the same person is beneficial to the management of the Group and ensures consistent
leadership within the Group and enables more effective and efficient overall strategic planning for the Group. The
Board considers that the balance of power and authority will not be impaired and this structure will enable the
Company to make and implement decisions promptly and effectively. In light of the above, the Board considers that
the deviation from code provision C.2.1 of the CG Code is appropriate in the circumstances of the Company.

Confirmation of Independent Non-executive Directors

The Company has received written annual confirmation from each of the independent non-executive Directors in
respect of his/her independence in accordance with the independence guidelines set out in Rule 3.13 of the Listing
Rules. The Company is of the view that all the independent non-executive Directors are independent.

Appointment and Re-election of Directors
Each of the executive Directors and the independent non-executive Directors has entered into a service contract/
letter of appointment with the Company for a term of not more than three years.

None of the Directors has entered into a service contract/letter of appointment which is not determinable by the
Group within one year without payment of compensation (other than statutory compensation).

All the Directors are subject to retirement by rotation and re-election at the annual general meetings. Under Article
16.19 of the Articles, at each annual general meeting one-third of the Directors for the time being (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.

Article 16.2 of the Articles also provides that all Directors appointed to fill a casual vacancy shall hold office until the
first general meeting of members after his/her appointment and be subject to re-election at such meeting and any
Director appointed by the Board as an addition to the existing Board shall hold office only until the next following
annual general meeting of the Company and shall then be eligible for re-election. Such Director required to stand
for re-election pursuant to Article 16.2 of the Articles shall not be taken into account in determining the number of
Directors and which Directors are to retire by rotation under Article 16.19 of the Articles.
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Mr. YOU Linfeng was appointed as an independent non-executive Director on 4 December 2023. Pursuant to Article
16.2 of the Articles, he shall retire at the 2024 AGM and be subject to re-election.

Pursuant to Article 16.19 of the Articles, there should be 2 Directors who shall retire from office by rotation and be
eligible, offer themselves for re-election at the 2024 AGM. Mr. LI Xiaodong and Ms. YANG Juan will retire from
office and, being eligible, offer themselves for re-election at the 2024 AGM. Details of the re-election are set out in
the circular despatched to shareholders in a due course.

Responsibilities, Accountabilities and Contributions of the Board and Management
The Board should assume responsibility for leadership and control of the Company, and is collectively responsible for
directing and supervising the Company’s affairs.

The Board directly, and indirectly through its committees, leads and provides direction to management by laying
down strategies and overseeing their implementation, monitors the Group’s operational and financial performance,
and ensures that sound internal control and risk management systems are in place.

All Directors, including independent non-executive Directors, have brought a wide spectrum of valuable business
experience, knowledge and professionalism to the Board for its efficient and effective functioning. The independent
non-executive Directors can bring independent judgement to the decision-making process of our Board.

All Directors have full and timely access to all the information of the Company and may, upon request, seek
independent professional advice in appropriate circumstances, at the Company’s expenses for discharging their
duties to the Company.

The Board reserves for its decision on all major matters relating to policy matters, strategies and budgets, internal
control and risk management, material transactions (in particular those that may involve conflict of interests),
financial information, appointment of Directors and other significant operational matters of the Company.
Responsibilities relating to implementing decisions of the Board, directing and coordinating the daily operation and
management of the Company are delegated to management team.

The Company has arranged appropriate liability insurance on Directors’ and officers’ liabilities in respect of any legal
actions taken against Directors and senior management arising out of corporate activities.
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CONTINUOUS PROFESSIONAL DEVELOPMENT OF DIRECTORS

Each newly appointed director is 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 and relevant regulatory requirements.

In accordance with code provision C.1.4 of the CG Code with regards to continuous professional development,
directors should participate in appropriate continuous professional development to develop and refresh their
knowledge and skills to ensure that their contribution to the Board remains informed and relevant.
Internally-facilitated briefings for Directors will be arranged and reading material on relevant topics will be issued to
Directors where appropriate. The Company also arranges trainings to provide Directors with updates on latest
development and changes in the Listing Rules and other relevant legal and regulatory requirements from time to
time. The Directors are 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 are encouraged to participate in continuous professional development to develop and refresh their
knowledge and skills. The company secretary of the Company has from time to time updated and provided written
training materials relating to the roles, functions and duties of a director.

The Company organized training on duties and responsibilities of Directors and seminar on updated laws and
regulations for the Directors. Pursuant to code provision C.1.4 of the CG Code, the Company has also provided
reading materials to the Directors to develop and refresh their professional knowledge. Based on the records
provided by the Directors, the continuous professional development taken by each of the Directors during the year
ended 31 December 2023 is summarised as follows:

Training Attended
Name of Director (Note 1)

Mr. ZHAI Shuchun N

Ms. QIN Yi N

Mr. LI Xiaodong \V

Mr. TANG Baoqi \V

Mr. YE Jinfu (note 2) N

Ms. YANG Juan N

Mr. YOU Linfeng (note 3) N

Notes:

1. All the Directors received training and training materials, including those from the Company’s external legal adviser, about
matters relevant to their duties as Directors. They also kept abreast of matters relevant to their role as Directors by such
means as attendance at seminars and conferences and/or reading materials about financial, commercial, economic, legal,
regulatory and business affairs. Materials about anti-fraud and anti-corruption were provided by our Internal Audit
Department to all of Directors.

2. Mr. YE Jinfu resigned as an independent non-executive Director with effect from 4 December 2023.

3 Mr. YOU Linfeng was appointed as an independent non-executive Director with effect from 4 December 2023.
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BOARD COMMITTEES

The Board has established three committees on 5 December 2020, namely, the Audit Committee, Remuneration
Committee and Nomination Committee, with terms of reference in compliance with the CG Code as set out in
Appendix C1 to the Listing Rules, for overseeing particular aspects of the Company’s affairs. The specific written
terms of reference are to deal clearly with their authority and duties, which are posted on the websites of the
Company and the Stock Exchange.

Audit Committee

The Company has established the Audit Committee in compliance with Rule 3.21 of the Listing Rules and the CG
Code. At the date of this annual report, the Audit Committee consists of three independent non-executive Directors,
namely Mr. YOU Linfeng, Ms. YANG Juan and Mr. TANG Baogi, with Mr. YOU Linfeng being the chairman of the
committee.

The primary duties of the Audit Committee include, among other things, making recommendations to the Board on
the appointment, re-appointment and removal of the external auditor, reviewing our Group’s financial information
and disclosures, and overseeing our Group’s financial reporting system, risk management and internal control
systems.

The written terms of reference of the Audit Committee are available on the websites of the Stock Exchange and the
Company.

During the Reporting Period, the Audit Committee has held two meetings and performed the following works,
among others:

(i) reviewed the Group’s annual audited financial statements for the year ended 31 December 2022 and interim
unaudited financial statements for six months ended 30 June 2023;

(ii) reviewed the Group’s internal control system and related matters; and

(iii) considered and made recommendations on the re-appointment of the external auditors of the Group, and the
term of engagement.

Remuneration Committee

The Company has established the Remuneration Committee in compliance with Rule 3.25 of the Listing Rules and
the CG Code. At the date of this annual report, the Remuneration Committee consists of three members, namely
Ms. YANG Juan and Mr. TANG Baogi as independent non-executive Directors, as well as Mr. ZHAI Shuchun as the
Chairman and executive Director, with Ms. YANG Juan being the chairwoman of the committee.

The primary functions of the Remuneration Committee include, among other things, making recommendations to
the Board for approval on our Group's remuneration policy and plan of all Directors and senior management, and
the proposal of remuneration distribution plan according to the performance evaluation of Directors and senior
management.
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The written terms of reference of the Remuneration Committee are available on the websites of the Stock Exchange
and the Company.

During the Reporting Period, the Remuneration Committee has held two meetings for reviewing the remuneration of
the Directors and senior management and the performance of them annually as well as considering the remuneration
of new independent non-executive Directors.

Nomination Committee

The Company has established the Nomination Committee in compliance with the CG Code. At the date of this
annual report, the Nomination Committee consists of three members, namely Mr. TANG Baogi and Ms. YANG Juan
as independent non-executive Directors, as well as Mr. ZHAI Shuchun as the Chairman and executive Director, with
Mr. TANG Baogqi being the chairman of the committee.

The principal duties of the Nomination Committee include reviewing the Board composition, developing and
formulating relevant procedures for the nomination and appointment of Directors and senior management, making
recommendations to the Board on the nomination of candidates for Directors and president, and assessing the
independence of independent non-executive Directors.

The written terms of reference of the Nomination Committee are available on the websites of the Stock Exchange
and the Company.

In assessing the Board composition, the Nomination Committee would take into account various aspects as well as
factors concerning Board diversity as set out in the Company’s board diversity policy. The Nomination Committee
would discuss and agree on measurable objectives for achieving diversity on the Board, where necessary, and
recommend them to the Board for adoption. In identifying and selecting suitable candidates for directorships, the
Nomination Committee would consider the candidate’s relevant criteria, including but not limited to gender, skills,
age, professional experience, knowledge, cultural, education background, that are necessary to complement the
corporate strategy and achieve Board diversity, where appropriate, before making recommendation to the Board.

During the Reporting Period, the Nomination Committee has held two meetings for reviewing the independence of
the independent non-executive Directors, considering the qualifications, including but not limited to gender, skills,
age, professional experience, knowledge, cultural, education background and length of service, of the retiring
Directors standing for re-election at the 2023 AGM, reviewing the structure, size and composition of the Board,
reviewing the board diversity policy (the “Board Diversity Policy”), and considering changes in independent
non-executive Director and making recommendations to the Board on candidates for new independent non-executive
Director.
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Remuneration of Directors and Senior Management
Please refer to Note 11 to the consolidated financial statements for details of remuneration of members of the Board
for the year ended 31 December 2023.

Details of the remuneration by band of senior management of the Company, whose biographies are set out on
pages 12 to 16 of this annual report, for the year ended 31 December 2023 are set out below:

Number of individuals

Remuneration band (RMB) For the Year Ended 31 December
2023 2022
0 - 500,000 2 3
500,001 - 1,000,000 6
1,000,001 - 1,500,000 1 1
9 5

BOARD DIVERSITY POLICY

In order to enhance the effectiveness of the Board and to maintain the high standard of corporate governance, we
have adopted the Board Diversity Policy which sets out the objective and approach to achieve and maintain diversity
of the Board. Pursuant to the Board Diversity Policy, we seek to achieve board diversity through the consideration of
a number of factors when selecting the candidates to the Board, including but not limited to gender, skills, age,
professional experience, knowledge, cultural, education background and length of service. The ultimate decision of
the appointment will be based on merit and the contribution which the selected candidates will bring to the Board.

As of the date of this annual report, our Board comprises six members, including three executive Directors and three
independent non-executive Directors. The Directors have a balanced mix of knowledge, skills, gender, perspectives
and experience, including finance and healthcare IT solution service, software development, business management
and strategic development, investment and accounting. They obtained professional and academic qualifications
including computer science, accounting, economics and journalism. Furthermore, the Board has a wide range of age
and a balanced mix of gender, skills, professional experience and knowledge. As of 31 December 2023 and up to
the date of this annual report, the proportion of female members on the Board is approximately 33%, and the
Company has satisfied the requirements of gender diversity of the Board members. The Board aims to maintain at
least the current number of female representation.

The Nomination Committee is delegated by the Board to be responsible for compliance with relevant codes
governing board diversity under the CG Code, and will review the Board Diversity Policy and evaluate the
implementation of the Board Diversity Policy from time to time, at least annually, to ensure its continued
effectiveness and will set measurable objectives when necessary.

As at 31 December 2023, the gender ratio of the Group’s workforce was 70.9% male and 29.1% female, which is
mainly due to the fact that there are more male practitioners in the IT industry as a result of the gender composition
nature of this industry. The Company has implemented fair employment practices and recruitment is based on merit
and without discrimination to ensure there is a pipeline of male and female potential successors to the Board and
the senior management. The Company will continue to strive to increase the female representation and strike an
appropriate balance of gender diversity with reference to Shareholder expectations and recommended best
management.
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CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the functions set out in the code provision A.2.1 of the CG Code. The Board
recognizes that corporate governance should be the collective responsibility of the Directors which includes:

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

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

3. to develop, review and monitor the code of conduct and compliance manual applicable to employees and
Directors;

4. to develop and review the Company’s policies and practices on corporate governance and make

recommendations to the Board; and
5. to review the Company’s compliance with the CG Code and disclosure in the corporate governance report.

During the Reporting Period, the Board reviewed the Company's corporate governance practices, the Company’s
compliance with the CG Code and disclosure in the corporate governance report.

RISK MANAGEMENT AND INTERNAL CONTROLS

The Board acknowledges its responsibility for the risk management and internal control systems and reviewing their
effectiveness. Such systems are designed to manage rather than eliminate the risk of failure to achieve business
objectives, and can only provide reasonable but not absolute assurance against material misstatements or losses.

The Board has the overall responsibility for evaluating and determining the nature and extent of the risks it is willing
to take in achieving the Company’s strategic objectives, and establishing and maintaining appropriate and effective
risk management and internal control systems.

The Audit Committee assists the Board in leading management team and overseeing their design, implementation
and monitoring of the risk management and internal control systems.

In addition, the Company has various internal guidelines, written policies and procedures to monitor and alleviate
the risks arising from our daily operations. The Directors and management closely monitor the implementation and
assess the effectiveness of these guidelines and measures which are crucial to the Company’s business sustainability.

The Company has developed system of internal control and risk management for reviewing and maintaining an
adequate internal control system to safeguard the interests of the Shareholders and the assets of the Company. The
Company has established a separate internal audit department, which is responsible for reviewing the Group’s
internal control and risk management system and supporting the Board in assessing the effectiveness of such system
annually.
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The main features of the risk management and internal control systems are as follows:

o The Board is responsible for overseeing the established risk management and internal control systems to
ensure core values, strategic planning and operational procedures and communications within the Group are
effective. The Board also evaluates and determines the nature and extent of risks to endorse in pursuit of the
Group's strategic and business objectives;

o Risk management and internal control functions assist the Board to ensure that Group’'s effective
implementation of framework, policies, procedures and controls are in place. Risk management function
initiates a risk management plan and prioritises the Group’s key risks as well as evaluation of the control
mechanisms/activities which contribute to mitigating the risk of business disruption or non-compliance with
applicable rules and regulations. The identified risks are evaluated based on the likelihood of occurrence and
magnitude of impact should the risks materialise;

o Internal audit function will perform independent appraisal of major operations on an ongoing basis and to
provide independent assurance to management, Audit Committee and the Board;

o Appropriate risk mitigating activities are in place including identification of risks and corresponding mitigating
controls to achieve its business objectives across the entity; and

o For any material internal control defects, the management will identify the internal control deficiencies, review
the control activities and procedures and amend the necessary internal policy and procedures, if necessary. It
will be reported to the Board and the Audit Committee, at least annually.

With respect to procedures and internal controls for the handling and dissemination of inside information, the
Company is required to disclose inside information as soon as reasonably practicable in accordance with the SFO and
the Listing Rules. The Company would conduct its affairs with close regard to the “Guidelines on Disclosure of Inside
Information” issued by the Securities and Futures Commission. It is strictly prohibited to use inside or confidential
information without proper authorization. The Company ensures that inside information is handled and disseminated
appropriately through its internal reporting procedures, along with consideration by senior management of the
implications arising from such information.

The Board, as supported by the Audit Committee as well as the management report and the internal control review
findings, has reviewed the risk management and internal control systems, including the financial, operational and
compliance controls, for the year ended 31 December 2023, and considered that such systems are effective and
adequate. This annual review covered all material controls, including financial, operational and compliance controls.
This annual review also covered the financial reporting, internal audit function and issues related to the issuer’s ESG
performance and reporting, as well as staff qualifications, experiences, training received, relevant budget and
relevant resources.
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DIRECTORS’ RESPONSIBILITY FOR FINANCIAL REPORTING IN RESPECT OF THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for preparing the financial statements for the year ended 31
December 2023 which give a true and fair view of the affairs of the Company and the Group and of the Group’s
results and cash flows.

The management has provided to the Board such explanation and information as are necessary to enable the Board
to carry out an informed assessment of the Group’s consolidated financial statements, which are put to the Board
for approval. The Company provides all members of the Board with timely updates on the Company’s consolidated
performance, positions and prospects.

The Directors were not aware of any material uncertainties relating to events or conditions which may cast
significant doubt upon the Group’s ability to continue as a going concern.

The statement by the auditor regarding their reporting responsibilities on the consolidated financial statements of
the Group is set out in the Independent Auditor’s Report included in this annual report.

EXTERNAL AUDITOR’S REMUNERATION

The remuneration paid/payable to the Company’s external auditor, CCTH CPA Limited, in respect of audit services
and non-audit services of interim review during the year were set out below:

2023
RMB
Audit services 1,180,000
Non-audit services 350,000
Total 1,530,000

COMPANY SECRETARY

During the Reporting Period, Ms. ZHANG Xiushi and Ms. HO Wing Nga (HKFCG (PE), FCG) acted as the Company’s
joint company secretaries.

During the Reporting Period, all Directors have access to the advice and services of the joint company secretaries on
corporate governance and board practices and matters. Ms. ZHANG Xiushi has been designated as the primary
contact person of the Company which would work and communicate with Ms. HO Wing Nga on the Company’s
corporate governance and secretarial and administrative matters.
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During the Reporting Period, Ms. ZHANG Xiushi and Ms. HO Wing Nga undertook not less than 15 hours of relevant
professional training respectively in compliance with Rule 3.29 of the Listing Rules.

Ms. HO Wing Nga has resigned from her position as a joint company secretary of the Company with effect from 30
March 2024. Following the resignation of Ms. HO Wing Nga, Ms. ZHANG Xiushi will act as the sole company
secretary of the Company with effect from 30 March 2024. Since the listing of the Shares of the Company on the
Stock Exchange on 6 January 2021, Ms. ZHANG Xiushi has performed her duty as a joint company secretary of the
Company with the assistance of Ms. HO Wing Nga acting as the other joint company secretary of the Company.
Ms. HO Wing Nga satisfies the requirements of Rules 3.28 and 8.17 of the Listing Rules. During the three-year
period, Ms. ZHANG Xiushi has acquired a good understanding of the Listing Rules and the relevant experience within
the meaning of Rule 3.28 of the Listing Rules and is capable of discharging the duties of the company secretary of
the Company independently. The Stock Exchange has also confirmed that Ms. ZHANG Xiushi is qualified to act as the
company secretary of the Company under Rule 3.28 of the Listing Rules. For details, please refer to the
announcement of the Company dated 28 March 2024.

DIVIDEND POLICY

According to the dividend policy adopted on 5 December 2020, the Articles and applicable laws and regulations, the
Company in general meeting may from time to time by ordinary resolution declare dividends in any currency to be
paid to the Shareholders but no dividend shall be declared in excess of the amount recommended by the Board,
provided always that in no circumstances may a dividend be paid if this would result in the Company being unable
to pay its debts as they fall due in the ordinary course of business.

COMMUNICATION WITH SHAREHOLDERS AND INVESTORS AND INVESTOR RELATIONS

Shareholders’ Rights
The Company engages with its shareholders through various communication channels.

To safeguard shareholders’ interests and rights, separate resolution(s) should be proposed for each substantially
separate issue at general meetings, including the election of individual director(s). All resolutions put forward at
general meetings will be voted on by poll pursuant to the Listing Rules and poll results will be posted on the
websites of the Company and of the Stock Exchange after each general meeting.

Convening an Extraordinary General Meeting at the Request of Shareholders

Pursuant to Article 12.3 of the Articles, the Board may, whenever it thinks fit, convene an extraordinary general
meeting. Extraordinary general meetings shall also be convened on the written requisition of any one or more
Shareholders holding together, as at the date of deposit of the requisition, Shares representing not less than
one-tenth of the paid up capital of the Company which carry the right of voting at general meetings of the
Company. The written requisition shall be deposited at the principal office of the Company in Hong Kong or, in the
event the Company ceases to have such a principal office, the registered office of the Company, specifying the
objects of the meeting and signed by the requisitionist(s). If the Board does not within 21 days from the date of
deposit of the requisition proceed duly to convene the meeting to be held within a further 21 days, the
requisitionist(s) themselves or any of them representing more than one-half of the total voting rights of all of them,
may convene the general meeting in the same manner, as nearly as possible, as that in which meetings may be
convened by the Board provided that any meeting so convened shall not be held after the expiration of three months
from the date of deposit of the requisition, and all reasonable expenses incurred by the requisitionist(s) as a result of
the failure of the Board shall be reimbursed to them by the Company.
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Putting Forward Proposals at General Meetings by Shareholders

There is no provision allowing the Company’'s shareholders to put forward new resolutions at general meetings
under the Companies Law of the Cayman Islands or the Articles of the Company. The Company’s Shareholders who
wish to put forward a resolution may request the Company to convene a general meeting following the procedures
set out in the preceding paragraph.

For Shareholders’ right to nominate candidates for directors, please refer to “Procedures for Shareholders to Propose
a Person for Election as a Director of the Company” on the website of the Company.

Putting Forward Enquiries to the Board
For putting forward any enquiries to the Board, Shareholders of the Company may send written enquiries to the
Company, the contact details of which are contained on the website of the Company (https://www.xnewtech.com).

Communication with Shareholders and Investors

The Company considers that effective communication with its Shareholders is essential for enhancing investor
relations and investor understanding of the Group's business performance and strategies. The Company endeavours
to maintain an on-going dialogue with Shareholders and in particular, through annual general meetings and other
general meetings.

At the annual general meeting, Directors (or their delegates as appropriate) are available to meet Shareholders and
answer their enquiries.

Policies relating to Shareholders

The Company has in place a Shareholder Communication Policy to ensure that its Shareholders’ views and concerns
are appropriately addressed. The Board of the Company has reviewed the implementation and effectiveness of the
Shareholder Communication Policy and believes that the Shareholder Communication Policy has enabled the
Company to maintain effective communication with its shareholders.

CONSTITUTIONAL DOCUMENTS

During the Reporting Period, the Company has not made any changes to its Articles of Association. The latest version
of the Articles of Association is published on the websites of the Company and the Stock Exchange.

On 28 March 2024, the Board proposed to amend the existing memorandum and articles of association of the
Company. For details, please refer to the section headed “Events after the Reporting Period” of this annual report.
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ABOUT THE REPORT

Report Content

This Environmental, Social and Governance (“ESG”) Report (hereinafter referred to as “ESG Report” or the
“Report”) focuses on the disclosure of the work and practices of, and the significant progress made by,
Newlink Technology in the area of ESG in 2023. The ESG Report should be read in conjunction with the
“Corporate Governance Report” section of this annual report to gain a comprehensive understanding of the
Group's ESG performance.

Scope of the Report
The scope of the ESG Report includes the Company and its subsidiaries. The Report covers the period from 1
January 2023 to 31 December 2023.

Basis of Preparation

This ESG Report has been prepared in accordance with the Environmental, Social and Governance Reporting
Guide (the “ESG Reporting Guide”) as set out in Appendix C2 to the Main Board Listing Rules issued by The
Stock Exchange of Hong Kong Limited and the content of this ESG Report complies with the disclosure
principles required by the ESG Reporting Guide and has complied with the mandatory disclosure requirements
set out in the ESG Reporting Guide. The ESG Report complies with the “comply or explain” provisions of the
ESG Reporting Guide and its content follows the four Reporting principles of “Materiality”, “Quantitative”,
“Balance” and “Consistency”.

Materiality: In compliance with the materiality principle of the Stock Exchange, the ESG Report has identified
material ESG factors and disclosed the process to identify and the criteria for the selection of material ESG
factors. The ESG issues identified by the Group and the communication channels and expectations of
stakeholders have also been disclosed herein. The results of the materiality assessment have been adopted as
the basis for the preparation of the Report and responded in a targeted manner in the Report based on the
materiality of the issues.

Quantitative: The statistical criteria, methodologies, assumptions and/or calculation tools, and the source of
conversion factors used, for emissions/energy consumption (where applicable) have been disclosed in the
explanatory notes of the ESG Report. In addition, we have set quantitative environmental management
targets.

Balance: The ESG Report presents the Group’s performance for the Reporting Period in an unbiased manner,
avoiding selections, omissions or presentation formats that might improperly influence the reader’s decisions
or judgments.

Consistency: The statistical methods used to disclose data in the ESG Report are consistent with those of last
year. Any changes will be clearly stated in the Report to ensure the comparability of data.

Approval of the ESG Report
The Board assumes full responsibility for the contents reported in the ESG Report and has approved and
confirmed the contents of the ESG Report on 28 March 2024.
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Feedback Mechanism
We highly value your comments and suggestions on the ESG Report and welcome you to contact us by email
(ir@xnewtech.com).

ABOUT THE GROUP

As a leading technology-driven IT solution service provider in China, Newlink Technology focuses on
innovation based on its independently developed software products. We have always attached importance to
the innovation of technologies and business models, and have long been committed to providing digital
construction services for the real economy, thus establishing our advantages of IT-based services in various
industries such as finance, medical care, transportation and energy. At the same time, we constantly develop
innovative solutions for the future development of industry users by actively deploying cutting-edge
technology fields such as artificial intelligence and big data analysis. In combination with cloud computing
technology, we have further expanded the field of SaaS services, and launched and promoted more innovative
solutions powered by artificial intelligence and big data analysis technologies for both specific and general
industries.

In the future, Newlink Technology will continue to diligently work in the field of digital construction services,
accelerate the pace of IT-driven innovation and development on the basis of its independent research and
development of software products, join hands with professional digital partners to promote the process of
industrial digitalization, build a more comprehensive industrial service system, bravely embrace new challenges
brought about by the changing market and social environment, and deeply identify new opportunities and
new spaces. Driven by policy dividends, we will continue to promote the application of cutting-edge
technologies and the continuous innovation of solutions, increase efforts in technology research and
development and market promotion, and further strengthen the development of key technologies and Saa$
services for artificial intelligence and big data analysis applications to expand our own strengths.

Philosophy and Vision

The Group has always adhered to the business philosophy of “Integrity, innovation, service and mutual
development”, and is committed to co-development in economic, social, environmental and governance
aspects. Environmentally, while we strive to achieve the Group’s business objectives, reducing our impact on
the environment is also our development goal. Socially, we not only attach great importance to establishing
trustworthy long-term partnerships with our business partners and suppliers, but also regard our caring for
employees as an important element in the development of the Group. Economically, we actively protect the
interests of our shareholders and investors and assume corporate social responsibilities while focusing on
stakeholder requirements. On the governance side, we proactively identify and strictly comply with the
ESG-related laws and regulations of the nations and regions where we operate business, and organically
integrate ESG concepts into our business operations and management to enable the Group to adapt to the
times with sustainability.
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Major Achievements and Events in 2023
January 2023

Beijing Newlink was awarded the “Excellent Outsourcing Service Provider of 2022 (2022F EEFHINE
FR#% ) " by client.

Beijing Newlink was rated as the “Beijing Grade-AAA Credit Enterprise (3t X115 HAAASR B 2) " by
Beijing Software and Information Service Industry Association (1t 2 X {5 B R 75 % 1€ ) and Beijing
Enterprise Evaluation Association (At R ¥ FEWHE ).

April 2023

Beijing Newlink was officially designated as the deputy editor-in-chief of the “Standards for Medical
Quality Information Development (& & 215 B/ R IZ%E) " (T/NAHIEM66-2022).

May 2023

“NewLink RPA Robotics Process Automation Application Platform (NewLink RPA 28 A 712 B &1t &
&) of the Company was granted the Excellence Award at the Beijing — Hong Kong Science and
Technology International Innovation Forum of Zhongguancun Forum 2023 and the Sixth “Beijing —
Hong Kong Youth Innovation and Entrepreneur Cup” Beijing Selection Competition (20237 B@# 5 18
RAMRERAFREEE NE" REFTAN L REREERFE).

Beijing Newlink was certified as a “Zhongguancun High-tech Enterprise (R BAT & F M%) * by
Zhongguancun Science Park Management Committee (F BN RIREREEREZEE).

June 2023

Beijing Newlink received the title of “Vice President Unit (El&&Ef7)" issued by the Branch of
Hospital Quality Management and Information Technology Development of the National Association of
Health Industry and Enterprise Management (2BIEEEE X EEHE).

The “Customer Value Growth Platform (B F{EEMKF &) " developed by Beijing Newlink received
the “Digital Finance Innovation Pioneer Rankings of 2023 - Digital Marketing Silver Award (2023 ¥
Rl AT R BT $54R 48) * in the Sixth Digital Finance Innovation Competition 2023 (% 75/E
OB FE MBI AE).

“NewLink RPA - Trust Project Submission Management Process Automation (NewLink RPA—1Z 7t 18 B
MEEEREASL) " of the Company was honored with the “Third China RPA + Al Developer
Competition — 2023 Process Value Award (% = & # BIRPA+AIF 8 & KE—2023 2 EE) " in the
Third China RPA + Al Developer Competition (5 = f& fF BIRPA+AIFI & K &) .

The Company won the “2023 Digital Innovation Leadership Award (2023&1 1L AI1¥7314828) " in the
12th Finance Summit (£ + @B & E € ), and Mr. Zhai Shuchun, the chief executive officer,
executive director and chairman of the Board of Newlink Technology Inc., was honored as the “Digital
Transformation Drivers of 2023 (20238 F{t ERIES) H A ) .
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September 2023

Beijing Newlink’s independently developed project for industrial supply chain finance was awarded the
“Industrial Supply Chain Finance Excellence Award (¥t E# @M ZFEEF L) " in the first Digital
Intelligence Financial Innovation Competition — Industrial Supply Chain Finance (Final Round) (25 € &k

BIABE—EXHEHESRRE).

November 2023

The Company was awarded the “Annual Industry Influence Award 2023 (2023FE1TEF 2 7 #€) " in
the Capital Power Awards Selection 2023 (& 78 7] 220234 E 7F## ) with the theme of “Following the
Light, Going Far &3 M7 » 17# 8U&) * organized by www.STOCKSTAR.com.

The Company was awarded the “Honour Awards — Outstanding Responsible Enterprise for 2023 (B 4%
#2023 FEEEEFLE) " in the “Honour Awards (BB 478 ) at the 2023 (6th) Social Responsibility
Conference 2023 (ERNfE)HEEEARE).

December 2023

The relevant medical quality management project case of the Company was listed in the “Speech and
Semantics — Typical Cases of Medical Artificial Intelligence Practice in China (;E5 5% 8 - FEEZE A
TEEERAAZEG)) " of the Typical Cases of Medical Artificial Intelligence Practice in China in 2023
((2023F EHEIEEA T E e T BRMAT ).

Beijing Newlink was recognized as the “Software Enterprise in Beijing with Core Competitiveness
(Technology Research and Development) 2023 (20234t &% 3F N % (KT EEAL)) of the
Evaluation Report on Software Enterprises in Beijing with Core Competitiveness 2023 ({20234t R & {4
BEROBERHFABRE)).

Beijing Newlink was recognized as the “Leading Enterprise for Innovative Credit in Beijing in 2023
(023FEIRMEEAIFERERREE) "
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3. GREEN DEVELOPMENT OF THE GROUP

3.1

Board Statement

As the highest department of ESG governance management of the Group, the Board is responsible for
overall strategy and ESG issues of the Group, in accordance with the Environmental, Social and
Governance Reporting Guide in Appendix C2 to the Listing Rules of the Hong Kong Stock Exchange
strictly, which includes overseeing relevant departments to strengthen the improvement of ESG-related
policies and measures, and closely monitoring ESG risks with potential impact on business operations
to adjust operational policies as appropriate by discussing on the Borad meetings. The Board confirmed
the effectiveness of ESG governance structure, reviewed the relevant ESG objectives, and identified key
ESG issues and climate change risks. The Board strives to establish a communication platform between
the Group and its key stakeholders, regularly reviews ESG issues of concern to key stakeholders,
ensures information flow, and conducts materiality assessments to clarify the Group’s ESG governance
priorities. The Group reviews the results of the importance assessment of ESG issues annually. The ESG
working group is responsible for identifying key stakeholders and preparing results and
recommendations on materiality issues and presenting the results to the Board of Directors. The Board
reviews and confirms the results of the annual materiality assessment of ESG issues to oversee the
management of these issues. The Board has confirmed that the results of last year’s materiality analysis
will be used.

Under the leadership of the Board, we have established an ESG governance structure for fulfilling
corporate social responsibilities, building a fair, just and objective market competition environment and
achieving sustainable development. The Board oversees relevant departments to strengthen the
improvement of ESG-related policies and measures and monitors ESG risks with potential impact on
business operations to adjust operational policies as appropriate. Under the authority of the Board, the
Group has established the ESG Committee and the ESG Working Group for the management and
ESG-related management departments, and continues to promote the Group’s ESG work.

The Board has meeting regularly to review and approve the environmental targets and regularly reviews
the achievement of the targets. The Group has set quantitative environmental targets related to its
business operations. The targets cover performance indicators such as greenhouse gas emissions,
resource use and waste management. The Board reviewed and discussed the progress of the targets
during the Current Year to improve the sustainability efforts.
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3.2

ESG Governance Structure

The Group is committed to being a good corporate citizen. In order to fulfill our corporate social
responsibility and to build a fair, just and objective market competition environment, the Group has
established an ESG governance structure covering the four levels of the Group, with the responsibilities
of each level of the ESG governance structure clearly stated. The Board decides and oversees the ESG
management policy, strategy, objectives, annual ESG report and overall work of the Group. It
authorizes the ESG Committee to formulate ESG management policy, strategy, objectives and work, as
well as promotes and monitors the implementation of ESG-related policies and work by all relevant
departments, and is responsible for coordinating ESG-related issues, including coordinating the
collection of ESG-related performance information. The ESG working group consists of the Talent
Strategy Department, Human Resources Management Center, Administration Department and other
departments, as well as branches and subsidiaries, to coordinate and promote the implementation and
enhancement of ESG-specific work. Through close cooperation at all levels, we are confident that we
can effectively implement ESG strategies, objectives and efforts in the daily operations and business of
our Group.

d of Directors

Management ESG Committee

ESG Working Group

ESG Related Mar

ESG Governance Structure
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3.3

Stakeholder Communication

We highly value the participation and support of our stakeholders. We actively maintain close
communication with our external and internal stakeholders by communicating with them through
various communication channels to obtain a deeper understanding of their requirements and
expectations of the Group and then take these feedbacks and expectations into consideration, thus
refine our sustainability strategy and achieve our sustainability goals, thereby improving our ESG
performance and future development strategy.

Communication and Communication

Stakeholders Requests and expectations response methods frequency
Employees Compensation and Employee communication non-regular
benefits meetings
Career development Company newsletter and
Humanistic care intranet
Occupational health Career advancement
mechanism
Employee opinion survey
Seminars/Workshops/Lectures
Employee training
Employee events
Government & Complying with national Regular information reporting non-regular
Regulators policies and laws Face-to-face communication
Attracting and retaining Document submission
talent On-site inspections
Health and safety
management of products
and services
Anti-corruption
Labor standard
Shareholder/Investor Revenue return Shareholders’ meeting non-regular

Health and safety
management of products
and services

Climate change response
Information transparency
and efficient
communication

Corporate announcements/
Results reports

Corporate communications,
email, telephone
communications and corporate
website

Senior management meeting
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Communication and Communication
Stakeholders Requests and expectations response methods frequency
Suppliers e Anti-corruption e Supplier management system non-regular
e Health and safety e Supplier assessment and
management of products evaluation
and services e Face-to-face communication
e Compliance with the law e On-site inspection
e Mutual benefit and
win-win situation
Clients e Health and safety e Daily business communication non-regular
management of products e Customer opinion survey
and services e Social media platform
e Customer complaint e Service complaints and return
management visits
e Community investment
e Integrity in business
e Environment and natural
resources
Community e Community investment e Company website non-regular
e Open and transparent e Participate in community
information events
e Social media platforms
e Volunteer services
Partners e Integrity in business e Review and evaluation session  non-regular
e Fair competition e Business communication
e Compliance with the law e Exchange seminar
e Mutual benefit and e Negotiation of cooperation

win-win situation

Industry Peers e Integrity in business e Strategic cooperation projects non-regular
e Fair competition e Site visits
e Compliance with the laws
e Mutual benefit and
win-win situation
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Materiality Assessment

Following the ESG Reporting Guide, we analyzed the Group’s business operations during the Current
Year in conjunction with the results of our survey on issues of materiality to various stakeholders. Our
materiality assessment procedure is as follows:

Step 1: Identifying

o We identified materiality issues in accordance with policy requirements such as the ESG
Reporting Guide, and with reference to the ESG management practices of outstanding peer
companies, in conjunction with the actual operation of the Group.

Step 2: Ranking
o We prioritize ESG issues based on stakeholder opinion surveys on key issues.

Step 3: Applying and Reporting
o High-materiality issues are not only given priority consideration in the Group’s operations, but
are also disclosed in ESG reports.

The Board, management and the ESG Committee of the Company confirmed that the results of the
materiality matrix previously identified will continue to be used in the current year, as (i) there were no
significant changes in business and the operating environment of the Group during the Reporting
Period; and (ii) the results of this materiality assessment continue to reflect stakeholders’ expectations
of the Group, which will continue to be used in the Current Year.

The results of the Group’s substantive matrix of ESG materiality issues are as follows:

Great

@ cCarbon e

@ Energy

® Waste mal

Community "
® investmenty @ Climate change
and response

Siap|oyayels uo spedul|

Small Impacts on business Great

Based on the results of the materiality matrix, we have aligned the themes of the materiality topics,
including “Green Operation”, “Focus on Employees”, “Corporate Compliance Operation” and
“Community Investment”.
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3.5

Highlights of the Current Year

In recent years, Newlink has been focusing on the common development of economic, social,
environmental and governance aspects. On the environmental front, the Group insists on minimizing
environmental impacts while achieving its business objectives; on the social front, the Group supports
internal skills improvement, and creates corporate social values through reliable partnerships with
business partners and suppliers; on the economic front, the Group actively pays attention to the
requirements of stakeholders, and strives to fulfill its corporate social responsibilities while
safeguarding the interests of its shareholders and investors; and on the governance front, the Group
actively identifies and strictly complies with relevant national and regional ESG-related laws and
regulations, and implements ESG concepts throughout the Group’s operations to build a sustainable
enterprise.

During the Current Year, we were granted the “Honour Awards — Outstanding Responsible Enterprise
for 2023 (B 4y48-2023F E XX EFH %) ", which is undoubtedly a full recognition and affirmation
of our efforts in the ESG area. We never forget our responsibilities and obligations as a technology
enterprise in the society. On the basis of consolidating our market position as a provider of artificial
intelligence and big data solutions, we have continued to fulfill the principles of corporate social
responsibility and the concept of sustainable development, giving full play to the social value of the
application of technological innovation and technology, and vigorously promoted the implementation
of the Group’s social responsibility and contributed to the realization of China’s sustainable social and
economic development.

During the Current Year, we were invited to participate in the CFS2023 12th Financial Summit and
2023 Sustainable Business Conference (CFS2023% + — B M A& & & B2023A] HEHE A E) . The
Group and Mr. ZHAI Shuchun, Executive Director, Chairman of the Board and Chief Executive Officer
of the Group, were awarded with two distinctions, namely the “2023 Digital Innovation Leadership
Award” (20238 F{t Bl %71 5| 48 4%) and the “Digital Transformation Drivers of 2023" (20238 =L & Ay
HE) ) AW, after nomination and recommendation by the summit organizers and final deliberation
by an expert jury.

We emphasize on product innovation, and our “NewLink RPA Robotics Process Automation Application
Platform” (NewLink RPAKeS A2 B 8L EFF & ) made a high-profile appearance in the 6th “Beijing
— Hong Kong Youth Innovation and Entrepreneur Cup” Beijing Selection Competition held in
conjunction with 2023 Zhongguancun Forum, and was finally granted the Excellence Award at the
Beijing — Hong Kong Science and Technology International Innovation Forum of Zhongguancun Forum
2023 and the Sixth “Beijing — Hong Kong Youth Innovation and Entrepreneur Cup” Beijing Selection
Competition (2023 B i BB R BER A mEEE NE ES AN L B REEFE) for
its outstanding performance in terms of innovation, commerciality, and market value.

In the Digital Marketing Division of the Sixth Digital Finance Innovation Competition 2023 (F/~JE
(2023)8iF £ L AI#T K ), Beijing Newlink, a substantial subsidiary of the Group, won the “Digital
Finance Innovation Pioneer Rankings of 2023 — Digital Marketing Silver Award (2023 F & @l 8 37 /L 8%
B - Bl &R 4E) " by virtue of the outstanding performance of its “Customer Value Growth
Platform” (B FBEMK KF &), which has been built by means of a number of technological
innovations such as artificial intelligence, big data analysis and RPA in terms of its practicable
implementation, innovation, forward-looking nature and other evaluation dimensions in the financial
industry.
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GREEN OPERATION

The Group strictly complies with applicable regulations and laws such as the Law of the People’s Republic of
China on Environmental Protection, the Law of the People’s Republic of China on Energy Conservation, the
Law of the People’s Republic of China on the Prevention and Control of Environmental Pollution by Solid
Waste and local environmental regulations such as the Beijing Municipal Requlations on the Management of
Domestic Waste and regards environmental protection as a social responsibility for our corporate
development.

As an IT solution provider based on self-developed software products, the Group’s impact on the environment
mainly involves office electricity, water and paper consumption, as well as commercial vehicle emissions. The
electricity and water used in our offices is part of our environmental impact. We are committed to adopting
energy conservation measures and optimizing energy use to reduce our consumption of electricity and water
resources. We recognize the importance of environmental protection and will continue to focus on and
improve our operations to minimize our environmental impact and actively promote sustainable development
and environmental practices. In order to actively respond to environmental protection, the Group promotes
green travel and encourages employees to commute by public transport or bicycle. During the Reporting
Period, we held several staff walking challenge competitions to advocate the concept of low-carbon and
environmental protection.

During the Current Year, the Group did not have any environment-related violations.

4.1 Emissions and Waste Management
The Group has established a specialized treatment process for hazardous waste such as used batteries
or waste toner cartridges and ink cartridges generated in the course of operation. We have set up a
special hazardous waste storage place and regularly store hazardous waste in a designated place for
centralized and standardized disposal.

To reduce emissions, we have taken various measures. First, we have organized relevant trainings to
raise employees’ awareness of waste separation and to enable them to learn about waste separation.
Through such trainings, we hope to minimize the mixing of hazardous waste with non-hazardous
waste and ensure their proper handling and disposal.

Moreover, we strive to utilize resources more efficiently. For example, idle computers of technical
department that are still performing, are re-used by the functional departments as office computers to
reduce e-waste and improve the Group’s utilization of resources. Through such measures, we have not
only reduced the electronic waste, but also improved the efficiency of resource utilization.
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4.2

We are taking various measures to reduce office waste emissions. In respect of the management of
office consumables, we continuously improved the management of the use of office supplies and
standardized the procurement and requisition process of office supplies. We encouraged the use of
eco-friendly, high-quality, reasonably-priced and energy-efficient office equipment. To minimize the use
of paper, we advocate the use of double-sided printing as far as possible for tasks that require paper
data to be used, so as to improve the efficient use of paper. We will continue to promote these
measures and continue to improve the efficient use of office resources to reduce the environmental
impact of office consumables. By reducing the use of paper and consumables, we are responding
positively to environmental initiatives and realizing our goal of sustainable development.

We will further keep an eye on best practices in waste treatment and resource utilization, and continue
to improve our operations to minimize our impact on the environment.

During the Current Year, we continued to review the greenhouse gas emissions generated by the
environmental scope covered by this report based on the Greenhouse Gas Protocol published by the
World Resources Institute and the World Business Council for Sustainable Development and the
ISO14064-1 formulated by the International Standards Organization, and its performance is presented
in the section headed “Appendix I: Summary of Sustainable Development Information” of this report.

Reduce Consumption of Resources

The Group advocates a culture of conservation and is committed to promoting and applying the
concept of low carbon and environmental protection. We have formulated the Management Measures
for Energy Conservation and Emission Reduction. In order to effectively manage the use of water,
electricity and office consumables in various operating places, we are committed to resource control
and ensure that employees can use these resources effectively. During the Current Year, we purchased
green electricity for the Group’s operations, aiming to reduce greenhouse gas emissions, contributing
to the transformation towards clean energy and the development of low-carbon economy.
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Meanwhile, we promote and encourage employees to participate in environmental protection activities
to enhance their environmental awareness. During our daily operations, we are mainly concerned
about the consumption of gasoline during the use of vehicles and the use of water, natural gas,
electricity and paper during office operations. For the use of vehicles, we closely monitor and record
the consumption of gasoline. Through effective vehicle management and maintenance, we are
committed to improving fuel utilization efficiency and exploring the use of more eco-friendly alternative
energy vehicles to reduce the dependence on traditional fuels and carbon emissions. During the
Current Year, we promote a paperless office to reduce paper consumption in the office as much as
possible. Through regular review and analysis of resource consumption data, we strive to find ways to
save energy and resources and promote the use of eco-friendly equipment and technologies. Our
operation does not involve the use of packaging materials, which not only reduces the waste of
resources, but also avoids unnecessary environmental impact.
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Energy Management

In terms of power management, we have adopted a package of measures to reduce energy
consumption. Firstly, we purchase eco-friendly and energy-saving electrical equipment with priority,
and gradually phase out equipment with high energy consumption and low energy efficiency. In
addition, we also use energy-saving lighting fixtures to replace traditional lighting equipment.
Moreover, we carry out strict daily management of lighting systems and electrical equipment, and
reduce energy consumption through various measures:

o We use natural lights as much as possible, reduce or avoid use of electrical lights and turn off
the lights before leaving public places such as office areas and conference rooms, during the
daytime.

o Before leaving office, employees are required to turn off all indoor electrical facilities such as

desktops, water dispensers and lights. In addition, we inspect the office area every day to turn
off lights and air-conditioning equipment in unnecessary use to reduce unnecessary energy
waste.

o We require setting of air-conditioning system at reasonable temperature in offices and
conference rooms. The cooling temperature requirement in summer is set not lower than 26°C,
and the heating temperature requirement in winter is set not higher than 20°C. When the air
conditioner is turned on, we ensure doors and windows are closed.

o We minimize the use of office equipment such as computers, copiers, printers, and paper
shredders. These items are set with automated low-power sleep modes or are timely turned off
when not in use to reduce power consumption. For equipment that is not in use for a long time,
it is also necessary to turn off the power in time to avoid unnecessary energy waste.

Water Resource Management

The Group has no issue in accessing sourcing water. In terms of water resources management, we have
adopted a series of measures to improve water efficiency and reduce waste. Firstly, we set up
water-saving reminder signs at water facilities to remind and help employees develop the habit of
saving water. In addition, we regularly water supply facilities such as water pipes, faucets, and water
supply systems, and strengthen the maintenance and management of water equipment to strictly
prevent water leakage and unnecessary waste by fixing water leakage and preventing dripping and
leakage of taps in a timely manner. We conduct multiple inspections every day in office areas to ensure
timely turning off water faucets. This can effectively prevent unnecessary water flow and ensure that
water equipment is turned off when not in use to avoid unnecessary consumption of water resources.
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4.3

Environmental Targets

During the Current Year, the Board and the management of the Group have reviewed the relevant
environmental targets and their progress. The water consumption per capita of the Group has shown a
steady downward trend, while the energy consumption per capita and greenhouse gas emissions have
slightly increased, which is attributable to the fact that the office and vehicles were not used
throughout the year due to the adoption of the hybrid work model in 2022 to respond to the epidemic
and the normal use of office and vehicles in 2023, resulting in a reasonable increase of water
consumption per capita and energy consumption per capita. We must actively review and implement
the Group's energy saving, water saving, emission reduction and waste reduction measures to ensure
the achievement of environmental targets.

The Group's environmental targets are as follows:

Greenhouse Gas Emission Target:

o 30% reduction in electricity consumption per capita by the end of 2030 based on a 2020
baseline.

Energy Use Target:

o 25% reduction in gasoline consumption per capita by the end of 2030 based on a 2020

baseline.

Water Consumption Target:
o 25% reduction in water consumption per capita by the end of 2030 based on a 2020 baseline.

Waste Management Target:

J Waste separation to be implemented in all areas where Newlink Technology operates from 2021
onwards.
o 100% compliant disposal of hazardous waste to be maintained in all areas where Newlink

Technology operates each year from 2021 onwards.
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4.4

Responding to Climate Change

During the Current year, the Group continued to pay attention to and manage the impact of its
business operations on climate change, and actively committed to China’s initiative to achieve “3060
Carbon Peaking and Carbon Neutrality Goals”. We continued to commit to reduce greenhouse gas
emissions and actively participate in green transition by improving energy efficiency. By taking these
steps, we will reduce greenhouse gas emissions and reduce our negative impact on climate change.

Climate change events such as floods and heavy rainfall may affect our business continuity and delay
the construction schedule. In addition, chronic risks such as extreme temperatures and droughts may
cause increased energy consumption in office buildings and increase operating costs. The Group has
considered in advance the impact of extreme weather conditions on business and employees, and
formulated relevant countermeasures, for example, to adopt remote work arrangements or flexible
office hours measures to cope with adverse weather conditions to ensure staff safety and business
continuity. At the same time, we also attach importance to measures to reduce energy consumption
and improve efficiency. When facing chronic risks such as extreme temperatures and drought, we
proactively adopt energy-saving measures to control energy consumption in office buildings to reduce
operating costs and reduce our impact on the environment. In order to cope with the transition risks
related to climate change, the Group will continue to improve and optimize our business and
operations. We are developing low-carbon products and services, accelerating product transformation
to adapt to the challenges caused by climate change to ensure we can continue to grow and protect
our employees and the stability of our business.

While facing climate change, we can still seize opportunities. By improving the efficiency of energy and
water resource use in our offices and reducing waste emissions, not only do we reduce operating
costs, but also realize financial savings. The financial cost savings will enable us to better meet the
demands of our employees and keep the Company running smoothly. At the same time, the
low-carbon transition and the rise of alternative technologies will enable us to explore new markets
and stimulate the development of new products and services in-house. Therefore, we can further meet
consumers’ demands for environmental protection and promote sustainability, which will also make us
stand out in the industry and enhance the Group’s competitiveness in the industry.
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VALUE OUR TALENT

We regard our employees as the core assets of the Group. We uphold the corporate values of
“integrity-based, pioneering and innovative, service-oriented and common development”. We are committed
to providing our employees with a safe, healthy and inclusive work environment, as well as nurturing and
developing their professional capabilities and personal growth. The well-being and satisfaction of our
employees is our focus. The Group is committed to creating a positive working atmosphere, encouraging
employee participation and cooperation. We attach importance to combining daily team building with green
life through organizing online and offline group activities to improve team cohesion and cultivate personal
green awareness. We also attach importance to the health and safety of our employees. We provide a safe
working environment for all employees, and promote their physical and mental health. We also comply with
relevant laws and regulations and take preventive measures to ensure the health and safety of our employees.
Employee training and development is an important area of investment for us. We provide a wide range of
training and learning opportunities to help employees continuously improve their professional skills and
leadership capabilities. Employees are encouraged to participate in internal training courses, external seminars
and industry networking events to promote their personal growth and career development. We are fully
aware that creating a diverse and inclusive work environment is one of the key elements of our business
success, therefore, we are constantly improving our talent team-building programs and are committed to
making our employees work in a healthy, safe, equal and inclusive environment. We promote a culture of
equality and respect for professional differences within the Group and are committed to creating equal and
fair development and promotion opportunities for each employee, eliminating any form of discrimination and
differential treatment regarding race, skin color, ancestry, age, gender, sexual orientation, religion, disability,
ethnicity, nationality, service status, marital status, pregnancy or any other matter as prohibited by law or
otherwise unrelated to the Company’s legal interests.

5.1 Compliant Employment

Employees are the important property of our Group, and we strive to protect their legal rights and
interests. We strictly comply with employment-related laws and regulations, including the Labor Law of
the People’s Republic of China, the Labor Contract Law of the People’s Republic of China, the
Regulations on Work Injury Insurance, the Law of the People’s Republic of China on the Protection of
Minors, the Regulations on the Prohibition of Child Labor, and the Regulations on the Special
Protection of Minor Workers, and has formulated internal policies including the Human Resources
Workbook and Staff Management Regulations etc., which cover recruitment, remuneration,
attendance, training, employee development, leave, termination of employment and procedures for
other employment-related matters in order to effectively protect the rights and interests of employees.
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We have developed standardized recruitment and setup procedures, which clarify the division of work
for each position in the recruitment process, and clarify the recruitment organization and recruitment
procedures. We recruit talents through various channels such as internal recruitment and external
recruitment to meet the Group’s needs for different types of talents. Since existing employees have a
better understanding of the Company’s situation and are more loyal to the Company, internal
recruitment can improve the allocation of human resources and increase the enthusiasm of employees.
When vacancies in technical positions occur, priority is given to selecting employees from the talent
strategy department. For external recruitment, we adopt an effective combination of recruitment
channels based on different positions and ranks, for example, campus recruitment, media recruitment,
internal employee referral, recruitment at job fairs or recruitment through engaged agency companies.
We ensure that recruitment is open, fair and equal. We evaluate the candidates according to their
educational background, work experience, professional skills and the evaluation criteria of the job
position, and assess the candidates in various ways so as to select the right talents and ensure that the
overall quality of the newly recruited employees meets the Company’s requirements. Before we confirm
the employment of new employees, we will sign labor contracts, confidentiality agreements,
employment registration forms and other paper documents with employees to ensure the legal rights
and interests of employees. We also respect the leaving and staying of employees. If an employee
intends to resign, he/she must submit a resignation application in writing to his/her supervisor. After
receiving the employee’s request to resign, the department head will immediately communicate with
the employee to understand the reason for the resignation and other relevant information, and make
proper handover of the work in accordance with the requirements of the Resignation Handover
Signature Form.

We encourage employees to work more efficiently during office hours and discourage overtime work.
Therefore, we have established an attendance and leave management system, adopted standard
working hours and provide employees with annual leave and other holidays. We use these systems and
measures to understand the working hours of our employees. If employees need to work overtime due
to workload, we will provide reasonable compensation to employees in accordance with relevant laws,
regulations and internal systems. We are committed to eliminating child labor and forced labor, and
we strictly check and review applicants’ identification documents, relevant certificates and work
experience to verify their age during the recruitment process. If child labor is found, we will stop his/
her work immediately, and deal with it appropriately following laws and regulations. At the same time,
we will conduct investigations to identify loopholes and implement remedial measures to prevent any
recurrence. The employee contracts we sign with our employees clearly state terms for employees to
protect the rights and freedoms of our employees and prohibit forced labor. During the Current Year,
the Group was not involved in or found to have violated any laws and regulations relating to
employment and labor practices, prevention of child labor and forced labor.
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5.2

Compensation and Benefits of Staff

We help every employee inspire their personal potential, so we provide them with competitive
remuneration and promotion packages such as basic fixed salary, performance bonus and other welfare
allowances to ensure that employees enjoy legal and fair treatment. During the reporting period, we
have established “Staff Management Regulations”, “Staff Development Management Regulations”,
“Position Review Related Job Descriptions”, “Management Regulations for Selection and Appointment
of Management Sequence Staff”, “Staff Position Grade Review Management Regulations”,
“Performance Appraisal System”, “Staff Code of Conduct” and other systems. In order to fully explore
the potential of employees, we provide each employee with the opportunity to show their talents, and
strive to let employees achieve career success while developing the Company. Regarding the
comprehensive work performance of our employees, we regularly conduct a comprehensive evaluation
to objectively assess the work performance of each employee and decide whether to promote the
employee according to the evaluation result. We are committed to ensuring that this process is fair,
transparent and provides employees with fair opportunities for promotion. The Group formulates
feasible training and talent pooling programs based on the vacancies released within the Group from
time to time, as well as the talent structure, in order to give employees a suitable development path.
Under these plans, we provide our employees with appropriate opportunities to grow and make
progress in their careers.

Valuable input from our employees helps our Group grow steadily. We regularly conduct employee
satisfaction surveys to listen to employees’ opinions and suggestions. In addition, we set up various
channels of communication such as telephone, email, letter and other open channels for employees to
listen to their opinions, requests, confusions and monitor and feedback on violations in a timely
manner, and have a public feedback mechanism.

The Group is people-oriented and we are committed to providing a good working environment and
atmosphere for our employees. We provide a wide range of benefits to our employees, including free
medical check-ups, personal accident insurance, communication allowance, business travel allowance
and holiday care. In addition, employees are also entitled to various types of leave benefits such as
statutory holidays, annual leave, wedding leave, maternity leave and breastfeeding leave. We strictly
ensure that the working hours, wages and benefits of all employees are up to standard. In order to
enhance employee engagement, we regularly organize staff activities to enhance employees’ sense of
belonging and they would participate more actively when working as a group.

59



60

NEWLINK TECHNOLOGY INC. ANNUAL REPORT 2023

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

5.3

54

Work Safety First

The Group is responsible for ensuring the safety and health of its employees. We are committed to
providing a safe working environment for our employees and strictly complies with the Regulations on
Work-Related Injury Insurance, the Administrative Measures for the Identification of the Labor Ability
of Workers with Work-Related Injuries, the Administrative Regulations on Occupational Health
Examination and other relevant laws and regulations. In the past three years (including 2023), the
Group did not have any potential risk of occupational diseases as mentioned, no major health and
safety accidents and no work-related fatalities occurred. During the Current Year, the Group had no
lost workdays due to work-related injuries.

The Group has always given top priority to the health of its employees in the development of the
Group. We provide medical insurance, work injury insurance and personal accident insurance for our
employees according to the requirements of relevant laws and regulations, and have established a
complete work injury protection system. At the same time, we have formulated the “Management
Measures of Employee Medical Examination”, and employees who have worked for more than one year
can enjoy the annual free medical examination. We have proactively arranged employees to participate
in fire safety trainings to improve their safety awareness. In addition, we also organize training related
to physical fitness and lectures on health and occupational diseases, including regularly inviting
professional doctors to massage and physical therapy for employees, allowing our employees to
enhance their physical fitness and maintain their physical and mental health. When an employee is
injured at work, our Group will ensure that the injured person receives medical treatment in a timely
manner and that the work-related injuries are identified and properly handled for according to the
requirements of relevant laws and regulations.

Talent Cultivation

The Group insists on continuously improving employees’ work ability and creativity through training, so
that employees can continuously improve their professional skills and broaden their knowledge areas.
To this end, we are committed to providing training opportunities for our employees to cultivate and
develop outstanding talents to make a positive contribution to the success of the Company. We have
formulated the “Training Management System” and “2023 Training Plan” based on the “Human
Resources Work Manual”. These training courses are under the centralized management of the
Training Department under the Human Resources Management Center, which provides induction
training for new employee, on-job training, appointment training and other training courses for
different types of employees, so as to enrich employees’ knowledge and skills in a planned way and
unleash their potential abilities.
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In addition to annual/monthly training, the Group has established a three-level training system based
on corresponding business requirements to provide targeted training for employees at each stage of
their development. Level 1 training courses include basic training contents such as new employee
induction training, general quality and skills training, interview skills training and product training.
Level 2 training courses are professional training, involving the professional skills and techniques that
employees need to complete their jobs. We will arrange for employees to participate in professional
training at least twice a year based on project conditions. Level 3 training courses are special
management training for management to improve their management skills and levels, and need to be
carried out according to the Group’s development strategy. During the Reporting Period, we hired a
professional third-party training institution to provide a wealth of professional courses for the
management to quickly acquire the latest specialized knowledge and skills. In addition to internal
training, we also select employees to go out for commissioned training when necessary based on
development and special work needs. In addition to external training, we also encourage employees to
serve as internal lecturers within the Company. We have selected some employees who are willing to
engage in the Group’s vocational education and training works and actively cooperate with the Group
in carrying out training.

At the same time, in order to rationally utilize the Group’s human resources, leverage employees’
strengths, realize sustainable development career paths for employees at all levels, promote the
common development of the Group and employees, and enhance corporate competitiveness, we have
established “Regulations on Employee Development Management”, so as to encourage employees to
specialize in their strengths, provide equal promotion opportunities for different types of personnel,
and give employees sufficient space for career development.

6. CORPORATE COMPLIANT OPERATION

6.1

Supply Chain Management

The Group attaches great importance to the sustainable development of the supply chain,
enhancement of the supply chain management system, and ensures the quality of products and
services. We have formulated the Company’s “Tender Management Measures” and “Procurement
Management Measures” in strict accordance with the laws and regulations such as the Law of the
People’s Republic of China on Bidding and Tendering and the Contract Law of the People’s Republic of
China, standardized our procurement management work and improved our procurement efficiency. We
have created unified data files for all suppliers and have dedicated personnel to manage them. Due to
the business characteristics of the Group, our suppliers mainly include software suppliers, technical
support service providers, electronic equipment suppliers, decoration service providers and human
resources outsourcing service providers. During the Current Year, the majority of the Group’s suppliers
were software/hardware suppliers and all of them were from Mainland China, with a total of 26
suppliers. All suppliers have implemented our practices relating to engaging suppliers.

61



62

NEWLINK TECHNOLOGY INC. ANNUAL REPORT 2023

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

6.2

The procurement of the Group’s self-use software, fixed assets, office supplies, outsourcing personnel
and professional services is governed by the “Procurement Management Measures”. The procurement
personnel will compare the quality and price based on market information, shop around, and select
suppliers with the same materials, high quality, low prices and good services. At the same time, we
have established a optimized procurement process, and have formulated corresponding policies to
protect the legitimate rights and interests of both the Group and our suppliers in terms of procurement
submission, approval, inquiry and negotiation. We will sign contracts with the suppliers before the
cooperation. The contracts need to specify product details such as duration, purchase price, payment
method, rights and obligations of the contracting party, confidentiality, termination and other parts.
Before the Group selects the suppliers and during the cooperation process, the commercial department
will verify relevant company qualifications, industrial and commercial information, legal proceedings,
operating conditions, operating risks, intellectual property rights and other information. The evaluation
description will be summitted to the demand department for reference after confirming that the
selected suppliers are legal and compliant. The demand department will also perform an annual
evaluation of the suppliers selected by the Company.

We consider environmental and social risks properly and perform rigorous review when selecting and
engaging service providers. We review the environment, health and safety, anti-corruption, product
liability as well as other performance and compliance of the suppliers. We have corresponding
requirements and standards for different categories of suppliers.

Equipment Suppliers The goods they supply need to meet the relevant national environmental
protection requirements and priority will be given to energy-saving and
environmentally friendly products under the same conditions.

HR Outsourcing Service They need to strictly comply with the Labor Law of the People’s Republic of
Provider China, the Labor Contract Law of the People’s Republic of China, the
Regulations on Work Injury Insurance and other laws and regulations to

protect the legitimate rights and interests of their employees.

Renovation Service They need to use materials that meet national environmental and safety
Provider standards, and do a good job of environmental and safety management
during the decoration and decorating process.

Customer Service Comes First
With innovative products and technologies, and adhering to business ethics, the Group is committed to
providing long-term benefits to society and customers through good reputation and quality.
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6.2.1

6.2.2

Customer Relationships

The Group always emphasizes customers’ experience as the top priority in our business
operations, and we strictly comply with the Law of the People’s Republic of China on the
Protection of Consumer Rights and Interests and other relevant laws and regulations. In order to
improve the quality of customer service, keep raising customer satisfaction and effectively
implement the service objective of “Customer First”, we have formulated the “Customer Service
Management System” and provide users with 9 hours x 5 days of voice services and 12 hours x
7 days of online consulting services, solving the problem of service and consultation response to
users, and providing effective and prompt ways and channels for communication between
customers and enterprises.

We attach great importance to any effective suggestions provided by our customers. We also
provide diversified channels including emails, complaint telephone and online complaints, etc. to
listen to the customers’ demand. After receiving customer feedback, we will record the content
in detail, clarify the relevant responsibility and analyze the cause. At the same time, we will
formulate a corresponding complaint handling plan and communicate with the complainant in a
timely manner. Finally, we will issue a corresponding implementing plan to resolve the
complaint. During the Current Year, the Group did not receive any serious complaints related to
products and services, and our customer service rating was excellent. We have received many
thank-you letters and commendation letters from customers to our employees, giving positive
recognition to our work.

Product Quality and Safety

The Group is committed to providing customers with healthy and safe products and services. We
strictly comply with the Product Quality Law of the People’s Republic of China, and have
formulated the “Pre-sales Project Management Measures” and “Scheme Management
Committee Management Measures”, to carry out targeted service for different customers and
service categories, standardize project management and ensure the level of customer service. In
order to continuously improve and enhance service quality, we carry out targeted service quality
management for different customers and service categories. We adopt process-oriented review
and confirmation to ensure that customer needs are recorded accurately, and that dedicated
personnel are assigned to handle them within a specified period of time to ensure that the final
results meet the expected objectives. We are committed to providing efficient and reliable
services to ensure the improvement of customer satisfaction. Since the Group provides
customized software services, there are no cases where products or services need to be recalled
due to health and safety issues.
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The Group has obtained a number of certifications to internationally recognized standards
related to quality and safety, as follows:

° ISO27001 Information Security Management System Certification;

o I1SO20000 Information Technology Service Management System Certification;
. CMMI5 (Software Process Capability Maturity Model Integration) Certification;
o ISO9000 Quality Management System Certification;

o ISO9001 Quality Management System Certification.

We also have different measures in place to ensure the quality and safety of our products and
services at each stage:

Product design process Use mature encryption, anti-attack, anti-tampering and other
technical means to ensure the quality and security of the product.

Before product delivery Carry out professional tests on product functions and performance

to customers to ensure product quality meets contractual requirements.
After product delivery Provide professional technical support and training to our customers
to customers to ensure that our solutions are running smoothly and fully
functional.

In order to strengthen the quality control in the R&D process, we have established a Technical
Management Committee and a Quality Management Team. The Quality Management Team has
a full-time administrator who is responsible for formulating the quality management plan and
configuration management plan for each R&D project, tracking, monitoring and managing the
project quality, to ensure all quality management work can be carried out effectively in the
product development process and meet the relevant requirements. We have also established the
Technical Management Committee to be responsible for the quality control of the product
development process, and has formulated the management method of software development
project grading supervision and control. Based on the difference in complexity and importance
of projects, we have designed corresponding management processes for each level of projects.
Through the organization of review work covering key points such as business architecture,
application architecture, data architecture, and technical architecture, we ensure that the quality
of product delivery meets customer requirements.
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6.2.3 R&D of Corporate Products

As a leading technology-driven IT solution service provider in the PRC based on independently
developed software products, using the application of advanced technological innovations such
as artificial intelligence and big data analysis as the core, the Group has long been focusing on
the application of innovative IT solutions in various fields, helping a wide range of real industries
to accelerate the implementation of digital transformation. During the provision of service to
our customers, the Group has been deeply aware that the indicators such as data security,
operational stability, and good scalability have become the key for technologically innovative
technical service providers to provide mature and comprehensive information and digital services
to customers.

During the Current Year, the “Savings Treasury Bond System Upgrading and Renovation
Project” ((REBIER A ARETEE) of a large domestic financial limited liability company in
China undertaken by the Group was put into production as scheduled and was well received by
the customer. With the Company’s early R&D of products and extensive experience in the
treasury bond field, during the Current Year, the Company has successively won bids for
electronic treasury bond system building related projects of 25 banks, and has steadily
maintained its leading position as the leading software development service provider in the field
of domestic electronic treasury bonds.

During the Current Year, the Group released version V5.5 of our Robotic Process Automation
(RPA) product (# 25 AT B B)/L(RPA)E M V5.5 4 ) and focused on launching the UOS
Xinchuang version (UOS{Z Al Z&) of the RPA platform. Leveraging on the advantages of
enterprise-level platform products, Beijing Newlink once again successfully won the bid for the
Robotic Process Automation System Upgrade and Transformation Project of a large joint-stock
commercial bank in 2023. Working along with their technology team, Beijing Newlink created a
new generation of enterprise-level intelligent RPA platform system based on WINDWOS desktop
and UOS Xinchuang desktop. This has built a good foundation for the future digital
development of the customer, especially the development towards process automation of
Xinchuang, and has been well received by them.

The Group continues to invest in R&D in the medical industry and has launched the “Intelligent
Healthcare Management Platform V4.0”, the “Traditional Chinese Medicine Outpatient
Electronic Medical Record System V1.0”, the “Hospital Medical Quality Management and Safety
Early Warning Comprehensive Platform V6.5”, the Al-based “Medical Record Quality
Comprehensive Management Platform V5.5”, the “Medical Document Al Structured Platform
V5.5” and other products. With the Al-based “Medical Record Quality Comprehensive
Management Platform”, the Local Hospital's medical quality management project of the
Company — the case of “Application of Artificial Intelligence in Medical Quality Management”
successfully won the title of “Speech Semantic Category — Medical Artificial Intelligence Practice
Typical Cases in the PRC” ([BEERBEH—FTRHERALISEERMEBZEM])in the 2023
Medical Artificial Intelligence Practice Typical Cases in the PRC” ([2023FEZ P B & A T 6
ERHEMZF]]) collection and selection activity guided by the National Institute of Hospital
Administration (BIRFERRZERERMFAT) and organized by “China Digital Medicine”
(K EEFE L)) magazine.
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Newlink Technology presents its innovative technological solutions and products at Hong Kong
Fintech Week, attracting much attention

Hosted by the Financial Services and the Treasury Bureau of the Hong Kong SAR Government
and Invest Hong Kong of the Hong Kong SAR Government, and co-organized by the Hong Kong
Monetary Authority, the Securities and Futures Commission of Hong Kong and the Insurance
Authority, the Hong Kong Fintech Week 2023 physical main forum with the theme of “Fintech
Redefined” was successfully held at the Hong Kong Convention and Exhibition Center.

As a leading technology-driven IT solution service provider in the PRC based on self-developed
software products, the Group has long been focusing on the application of technology-driven IT
solutions in various fields with the application of advanced technological innovations such as
artificial intelligence and big data analysis as the core. The Group continues to provide high
value-added IT solution services to customers in finance and other industries. For the first time
this year, the Group appeared at Hong Kong Fintech Week with a number of its representative
innovative IT solutions and products for the financial industry.

At the exhibition site of Hong Kong Fintech Week this year, the booth of Newlink Technology
attracted the attention of numerous experts and partners from the financial industry, as well as
investors, scientific research institutions, media friends and other exhibitors.

Newlink Technology actively integrates into the new development layout of medical digital
intelligence, with its innovative products fully displayed at CHIMA2023

During the Current Year, as an early innovative IT solution service provider in the PRC that relies
on artificial intelligence, big data analysis, NLP and other scientific and technological innovation
technologies to help the medical institutions in Mainland China complete the implementation of
informatization and digital transformation applications, the Group was invited to participate in
the 27th Annual Academic Conference and China Health IT Conference (527 BiliF & &
Bl B Pz B4 A ) for 2023 (CHIMA 2023) hosted by the Chinese Hospital Association.
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6.2.4

At the conference, we are one of the few innovative technology service enterprises using
artificial intelligence, big data analysis and other scientific and technological innovation
technologies to empower and help the medical industry in the PRC improve the overall quality
management level in the entire medical process and application scenarios, and gain first-mover
advantage in the track, attracting much attention at the exhibition site. The high-profile debut
of innovative IT solutions and products of the Group (including the “Medical Quality Control
and Safety Warning Management Platform”, the “Medical Record Quality Comprehensive
Management Platform”, the “Medical Document Data Structured and Management Platform”,
the “Medical Safety (Adverse) Event Management System”, the “Medical Index Center” and the
“Brain Disease Remote Diagnosis and Treatment Platform”) aimed at helping the medical
industry accelerate the improvement of the overall quality management level in the entire
medical process and application scenarios. They attracted the attention of a large number of

participating leaders, experts and guests, who came to the booth to have lively exchanges and
discussions with relevant experts of Newlink Technology.

Data Security and Privacy Protection

As a supplier of IT solutions to customers, it is significant for the Group to maintain customer
privacy and data security to enhance user reliability. We strictly comply with the Network
Security Law of the People’s Republic of China, Regulations on the Protection of Personal
Information of Telecommunications and Internet Users, Regulations on the Protection of
Computer Software, Measures for the Management of National Health Care Big Data Standards,
Security and Services, Personal Data (Privacy) Requlations, Measures for the Registration of
Computer Software Copyrights, Mobile Network Personnel Privacy Policy and other relevant laws
and regulations. Besides, we also develop internal network access control, system operation
management, telecommunication equipment security management, security incident emergency
response mechanism, user information security protection, and business continuity operation
management to achieve daily operation, maintenance and management.
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6.2.5

To secure a safe development environment within the Group, and ensure that all test data used
during products development process is desensitized in accordance with strict confidentiality
requirements before use, we sign confidentiality agreements with all employees, requiring them
to maintain customer data, major research and development products and other trade secrets.
We use and maintain customer information by laws, and will only collect and use customer
information in accordance with relevant laws and regulations. Only with prior written consent
from customers will our staff be permitted to disclose or use such data with strict limit on the
amount of disclosure so as to protect customers’ rights and interests. Besides, we organize
security and privacy protection training courses for our staff to increase their awareness of
protecting customer information and privacy.

Intellectual Property Protection

The Group strictly complies with the Copyright Law of the People’s Republic of China,
Trademark Law of the People’s Republic of China, Patent Law of the People’s Republic of China,
Tort Liability Law of the People’s Republic of China and other laws and regulations, so as to
protect its own intellectual property and to avoid infringement of others’ intellectual property
rights. We have formulated the “Scheme Management Committee Management Measures” for
clarifying the approval process for internal and external declaration of intellectual property
protection to regulate and strengthen management over intellectual property rights. In order to
avoid infringement of others’ intellectual property rights, we require our employees to strictly
comply with the terms of applicable proprietary information and invention agreements, and use
such intellectual property in accordance with relevant laws and regulations and the
authorization of the intellectual property owner. The Group has set a dedicated management
department to check the status of intellectual property rights and to record the entire process
for traceability (if any) for any violation of intellectual property rights by employees, and will
impose appropriate sanctions depending on the severity of the situation.

In order to effectively manage intellectual property rights and patents, we have set up a
Program Management Committee to be responsible for managing intellectual property rights
and patent related affairs. In addition, a dedicated department has been established under the
Committee to be responsible for the overall intellectual property protection of the Group. We
have dedicated personnel for the audit and management of trademarks, and regularly conduct
internal inspections of the used trademarks to ensure that our brand trademarks have been
audited and recorded by the relevant state authorities to ensure compliance, consistency and
standardization of their use. As of the end of 2023, we have registered 7 domain names, 204
software copyrights, 2 trademarks and 1 patent in China.
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6.2.6 Responsibility Promotion

The Group strictly complies with the laws, regulations and industry norms such as the
Advertising Law of the People’s Republic of China, and ensures the comprehensiveness,
compliance and effectiveness of publicity while promoting our business. We have formulated
the “Scheme Management Committee Management Measures” to determine the promotion
principles of correctness, truthfulness and non-exaggeration, regulate the content of
promotional materials and clearly set out the process and requirements for promotion to ensure
the authority, timeliness and accuracy of published content.

The Group is committed to ensuring that all information we released is legally compliant,
truthful and reliable, and accurately describes the contents of the Group, products or services.
We have established sound procedure for external publicity. First of all, the Marketing
Department and Brand PR Department are responsible for coordinating and managing the
external publicity, and strictly reviewing all marketing information released publicly, including
information from public media, exhibition events, promotional activities and promotional printed
materials and other channels. Second, in order to ensure the accuracy of the published content
and prevent abuse thereof, we have dedicated management departments to review the content,
in an effort to promote business and brand value while ensuring that the published content is
accurate and not misleading, so as to prevent abusive behavior. In addition, after the
appropriate approval procedure, we will also withdraw, disprove or declare any information that
does not comply with the actual situation and relevant regulations, and take legal actions to
resolve infringement against the Group, to effectively safeguard our legal rights and interests.
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6.3

Integrity Governance

Compliance operation and integrity are important principles for the Group. We are in strict compliance
with the requirements of laws and regulations relating to anti-corruption, bribery, extortion, fraud and
money laundering, such as the Criminal Law of the People’s Republic of China, the Anti-Money
Laundering Law of the People’s Republic of China, the Anti-Unfair Competition Law of the People’s
Republic of China and the Prevention of Bribery Requlations, and have formulated the “Anti-Fraud and
Anti-Corruption and Reporting and Complaint Management Measures” to provide our directors and all
employees with guidelines and rules on fraud prevention and control measures, whistle blowing and
complaint systems, case investigation and reporting mechanisms as well as relevant remedial measures
and penalty systems, to strengthen corporate governance and internal control, safeguard the legal
rights and interests of the Company and its shareholders, ensure the right of employees and third
parties to report or complain about illegal or non-compliant behaviour by normal process, and achieve
business objectives and sustainable, stable and healthy development. During the Current Year, the
Group was not involved in or found in any violation of anti-bribery or anti-corruption related laws and
regulations.

We have established sound internal control system, set up effective reporting and complaint channel
for prevention and detection of fraud and corruption, implemented control measures to minimize the
probability of fraud and corruption behaviors, and taken appropriate and effective remedial measures
and penalties against fraud and corruption. We require all employees to observe relevant laws and
regulations, industry norms and standards, professional ethics, and the internal rules and regulations of
the Group. Any fraud or corruption found should be reported to the standing organization in relation
to anti-fraud and anti-corruption affairs through proper channels. The Group has set up an anti-fraud
working group to be responsible for management of the fraud and corruption reporting hotline,
reporting box and email box, receiving real-name or anonymous reports from employees or external
third parties, keeping written records and reporting the same to the supervisors in a timely manner.

We focus on promotion of integrity awareness by regularly distributing anti-corruption related training
materials to our directors and employees via email and organizing regular training on anti-corruption
and anti-fraud ethics, which is mandatory for all directors and employees. During the Current Year, the
anti-corruption training rate for employees and directors was 100%.
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COMMUNITY INVESTMENT

In keeping with its commitment to sustainable development and social responsibility, the Group is committed
to making good cooperation with various communities. To this end, the Group actively supports its employees
to participate in community activities in the locations where the Group operates and to contribute to the
building of a better society. We always pay attention to the needs of the society and encourage our
employees to participate in volunteer activities and make charitable donations, so as to enhance the sense of
social responsibility of our employees in general and make greater contribution to social welfare, promoting
common development and benefit sharing.

During the Current Year, the Group’s amount invested in its participation in community service activities
achieved RMB28,000. Seven members of our staff volunteer team have participated in public service activities
in the scale of 500 people, with a volunteer service time of 8 hours per capita, contributing a total of 56
hours of service.

On 16 June 2023, under the guidance of Dongsheng Township Livelihood Protection Office (R F+iE R £ R [E
PAZ=), Haidian District, Beijing, we participated in the charity culture bazaar with the theme of “Love
Gathering for Dongsheng (B B+ B & R 17)", to propagate the green concept of environment protection
through this offline public welfare bazaar. During the event, our staff explained to the local people the
application of the Group’s products in real life, to make them understand the efficiency and

environment-friendly characteristic of paperless office.

ar_viri
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Appendix I: Summary of Sustainable Development Information
The following is a summary of sustainable development information in the environmental context for the Current Year.

Quantitative

value

Environmental Scope’? Unit for 2023

Air Emissions

Nitrogen oxides (NO,) Kilogram 71.7

Sulfur oxides (SO,) Kilogram 0.1

Particulate matter (PM) Kilogram 6.9

Greenhouse gas emissions?

Direct GHG emissions (Scope 1) Metric tons of carbon dioxide equivalent 28.2

Direct GHG emissions (Scope 2) Metric tons of carbon dioxide equivalent 142.7

Total greenhouse gas emissions (Scope 1 & 2) Metric tons of carbon dioxide equivalent 170.9

Greenhouse gas emissions per capita (Scope 1 and 2) Metric tons of CO, equivalent/employee 0.3

Greenhouse gas emissions per square meter Metric tons of CO, equivalent/m? 0.03

(Scope 1 and 2)

Waste

Hazardous waste* Pieces 68

Hazardous waste generation per capita Pieces/employee 0.1

Total non-hazardous waste® Metric tons 19.0

Non-hazardous waste per capita Metric tons/employee 0.03

Paper consumption

Paper consumption Kilogram 323.7

Per capita paper usage Kg/employee 0.50

Energy consumption

Total energy consumption Megawatt hours 352.0

Energy consumption per square meter of floor space MWh/m? 0.06

Energy consumption per capita MWh/person 0.5

Direct energy consumption Megawatt hours 102.2

Natural gas consumption Megawatt hours 16.1

Bus fuel consumption Megawatt hours 86.1

Indirect energy consumption Megawatt hours 249.8

Outsourced power Megawatt hours 249.8

Water consumption

Total water consumption Cubic meters 1,376

Water consumption density per capita Cubic meters/employee 2.1

1 The scope of the data covers the entire Group.

2 Due to business characteristics, packaging material data is not applicable.

3 The main GHG emission in the administrative office building is the GHG generated by electricity consumption, so the GHG
emission per unit area is only calculated for the GHG generated by purchased electricity in the administrative office
building.

4 The typges of hazardous waste involved in the Group's operations are mainly waste toner cartridges and ink cartridges.

5 The types of non-hazardous waste involved in the Group's operations mainly include domestic waste, food waste and

recyclable waste. They are uniformly treated by a third party, and the data comes from the third-party clearing company.
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The following is a summary of sustainable development information in the social context for the Current Year.

Quantitative

values
Social Scope Unit for FY2023
Number of employees®
Total number of employees Number of people 643
Number of employees by gender
Female Number of people 187
Male Number of people 456
Number of employees by type of employee
Full-time junior staff Number of people 561
Full-time mid-level staff Number of people 50
Full-time senior staff Number of people 32
Number of employees by employee contract
Labor contract workers Number of people 624
Labor service contract workers Number of people 16
Interns Number of people 3
Number of employees by age group
Under 30 years old Number of people 226
30-50 years old Number of people 403
Over 50 years old Number of people 14
Number of employees by region’
Beijing Number of people 472
Non-Beijing area Number of people 169
Other Region Number of people 2

(Including Hong Kong, Macau, and Taiwan)

Employee turnover rate®
Total employee turnover rate % 27.6
Employee turnover rate by gender
Female % 27.0
Male % 27.8
Employee turnover rate by age group
Under 30 years old % 36.7
30-50 years old % 21.7
Over 50 years old % 12.5
Employee turnover rate by region
Beijing % 23.9
Non-Beijing area % 36.5
Other Region % 0.0

(Including Hong Kong, Macau, and Taiwan)
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Quantitative

values

Social Scope Unit for FY2023
Occupational Health and Safety
Work-related fatalities (2021, 2022 and 2023) Number of people 0
Work-related death rate (2021, 2022 and 2023) % 0
Number of working days lost due to Number of days 0

work-related injuries
Development and Training
Percentage of employees trained by gender®
Female % 94.7
Male % 98.5
Percentage of employees trained by employee

category®
Full-time junior staff % 96.1
Full-time mid-level staff % 100
Full-time senior staff % 93.8
Average number of training hours for trained

employees by gender™
Male Hours 19.3
Female Hours 23.7
Average number of training hours for trained

employees by employment category™
Full-time junior staff Hours 23.1
Full-time mid-level staff Hours 14.9
Full-time senior staff Hours 25.6
Number of suppliers by geographic region
North China Company 24
East China Company 1
South China Company 1
Total Company 26
6 The employee-related data covers the whole Group and is the number of employees as of December 31 this Current Year.
7 The caliber of disclosure is the region where the employee performs their duties.
8 Employee turnover rate = number of lost employees + (number of lost employees + number of employees at the end of the

year) x 100%
9 The percentage of employees trained for the year is calculated as the number of employees trained in each category + the
total number of employees trained.

10 The average number of employee training hours for the year is calculated as the number of employees trained in each

category + the number of employees in each category.
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Appendix II: Index to the Stock Exchange’s Environmental, Social and Governance Reporting Guide

Environmental Scope

Related Sections

Al:
Emissions

General Disclosure

AT

Information on: (a) the policies; and (b)
compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to air and
greenhouse gas emissions, discharges
into water and land, and generation of
hazardous and non-hazardous waste.

The types of emissions and respective
emission data

Direct (Scope 1) and energy indirect
(Scope 2) greenhouse gas emissions (in
tonnes) and, where appropriate,
intensity (e.g. per unit of production
volume, per facility).

Total hazardous waste produced (in
tonnes) and, where appropriate,
intensity (e.g. per unit of production
volume, per facility).

Total non-hazardous waste produced (in
tonnes) and, where appropriate,
intensity (e.g. per unit of production
volume, per facility).

Description of emissions target(s) set and
steps taken to achieve them.

Description of how hazardous and
non-hazardous wastes are handled,
and a description of reduction target(s)
set and steps taken to achieve them.

4. Green Operation

Appendix I: Summary of
Sustainable Development
Information

Appendix I: Summary of
Sustainable Development
Information

Appendix I: Summary of
Sustainable Development
Information

Appendix I: Summary of
Sustainable Development
Information

4.1 Emission and Waste
Management

4.3 Environmental Target

4.1 Emissions and Waste
Management
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Environmental Scope

Related Sections

A2: General Disclosure
Use of Resources

A2.1

A2.2

A2.3

A2.4

A2.5

A3: General Disclosure
Environment and
Natural Resources

A3.1
A4: General Disclosure
Climate
Change
A4 .1

Policies on the efficient use of resources,
including energy, water and other raw
materials.

Direct and/or indirect energy
consumption by type (e.g. electricity,
gas or oil) in total (kWh in '000s) and
intensity (e.g. per unit of production
volume, per facility).

Water consumption in total and intensity
(e.g. per unit of production volume,
per facility).

Description of energy use efficiency
target(s) set and steps taken to achieve
them.

Description of whether there is any issue
in sourcing water that is fit for
purpose, water efficiency target(s) set
and steps taken to achieve them.

Total packaging material used for
finished products (in tonnes) and, if
applicable, with reference to per unit
produced.

Policies on minimizing the issuer’s
significant impact on the environment
and natural resources.

Description of the significant impacts of
activities on the environment and
natural resources and the actions taken
to manage them.

Policies on identification and mitigation
of significant climate-related issues
which have impacted, and those which
may impact, the issuer.

Description of the significant climate
related issues which have impacted,
and those which may impact, the
issuer, and the actions taken to
manage them.

4.2 Reduce Consumption of
Resources

Appendix I: Summary of
Sustainable Development
Information

Appendix I: Summary of
Sustainable Development
Information

4.2 Reduce Consumption of
Resources

4.3 Environmental Target

4.2 Reduce Consumption of
Resources

4.3 Environmental Target

The Group's business does not

involve packaging materials

4. Green Operation

4. Green Operation

4.4 Responding to Climate
Change

4.4 Responding to Climate
Change
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Related Sections

B. Social
B1:
Employment

B2:
Health and Safety

General Disclosure

General Disclosure

B2.1

B2.2

B2.3

Information on the policies and
compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to

compensation and dismissal,

recruitment and promotion, working
hours, rest periods, equal opportunity,
diversity, anti-discrimination, and other

benefits and welfare.

Total workforce by gender, employment
type (for example, full — or part —
time), age group and geographical

region.

Employee turnover rate by gender, age
group and geographical region.

Information on the policies and
compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to
providing a safe working environment
and protecting employees from

occupational hazards.

Number and rate of work-related
fatalities occurred in each of the past
three years including the reporting

year.

Lost days due to work injury.

Description of occupational health and
safety measures adopted, and how
they are implemented and monitored.

5. Value Our Talent

Appendix I: Summary of
Sustainable Development
Information

Appendix I: Summary of
Sustainable Development
Information

5.3 Work Safety First

5.3 Work Safety First

Appendix I: Summary of
Sustainable Development
Information

5.3 Work Safety First

Appendix I: Summary of
Sustainable Development
Information

5.3 Work Safety First
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Social Scope

Related Sections

B3: General Disclosure

Development
and Training
B3.1
B3.2
B4: General Disclosure
Labor Standard
B4.1
B4.2
B5: General Disclosure
Supply Chain
Management B5.1
B5.2
B5.3
B5.4

Policies on improving employees’
knowledge and skills for discharging
duties at work. Description of training
activities.

The percentage of employees trained by
gender and employee category (e.g.
senior management, middle
management).

The average training hours completed
per employee by gender and employee
category.

Information on the policies and
compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to
preventing child and forced labor.

Description of measures to review
employment practices to avoid child
and forced labor.

Description of steps taken to eliminate
such practices when discovered.

Policies on managing environmental and
social risks of the supply chain.

Number of suppliers by geographical
region.

Description of practices relating to
engaging suppliers, number of
suppliers where the practices are being
implemented, and how they are
implemented and monitored.

Description of practices used to identify
environmental and social risks along
the supply chain, and how they are
implemented and monitored.

Description of practices used to promote
environmentally preferable products
and services when selecting suppliers,
and how they are implemented and
monitored.

5.4 Talent Cultivation

Appendix I: Summary of
Sustainable Development
Information

Appendix I: Summary of
Sustainable Development

Information
5.1 Compliant Employment

5.1 Compliant Employment

5.1 Compliant Employment

6.1 Supply Chain Management

Appendix I: Summary of
Sustainable Development

Information
6.1 Supply Chain Management

6.1 Supply Chain Management

6.1 Supply Chain Management
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Social Scope

Related Sections

B6: General Disclosure

Product
Responsibility

B6.1

B6.2

B6.3

B6.4

B6.5

Information on the policies and
compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to health
and safety, advertising, labeling and
privacy matters relating to products
and services provided and methods of
redress.

Percentage of total products sold or
shipped subject to recalls for safety
and health reasons.

Number of products and service related
complaints received and how they are
dealt with.

Description of practices relating to
observing and protecting intellectual
property rights.

Description of quality assurance process
and recall procedures.

Description of consumer data protection
and privacy policies, and how they are
implemented and monitored.

6.2.2 Product Quality and
Safety

6.2.4 Data Security and Privacy
Protection

6.2.6 Responsibility Promotion

Since the services provided by
the Group are customized
software services, there are
no cases where products or
services need to be recalled
due to health and safety
issues.

6.2.1 Customer Relationships

6.2.5 Intellectual Property
Protection

6.2.2 Product Quality and
Safety

6.2.4 Data Security and Privacy
Protections
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Social Scope Related Sections
B7: General Disclosure Information on the policies and 6.3 Integrity Governance
Anti-Corruption compliance with relevant laws and

regulations that have a significant
impact on the issuer relating to
bribery, extortion, fraud and money
laundering.
B7.1 Number of concluded legal cases 6.3 Integrity Governance
regarding corrupt practices brought
against the issuer or its employees
during the reporting period and the
outcomes of the cases.
B7.2 Description of preventive measures and 6.3 Integrity Governance
whistle-blowing procedures, and how
they are implemented and monitored.
B7.3 Description of anti-corruption training 6.3 Integrity Governance
provided to directors and staff.

BS: General Disclosure Policies on community engagement to 7. Community Investment
Community understand the needs of communities
Investment where the issuer operates and to

ensure its activities take into
consideration the communities’
interests.

B8.1 Focus areas of contribution (e.qg. 7. Community Investment
education, environmental concerns,
labor needs, health, culture, sport).

B8.2 Resources contributed (e.g. money or 7. Community Investment
time) to the focus area.
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The Directors are pleased to present their report together with the audited consolidated financial statements of the
Group for the year ended 31 December 2023.

PRINCIPAL ACTIVITIES

The Company was incorporated in the Cayman Islands on 8 November 2019 as an exempted company with limited
liability under the Companies Act of the Cayman Islands. The Company is an investment holding company, and its
subsidiaries established in the PRC are primarily engaged in providing IT solutions, especially technology-driven IT
solutions based on self-developed software products. The services we provide to our customers include traditional
solution services and innovative solution services. Our customers involve specific industries, such as finance, medical,
transportation, logistics as well as general industries.

The principal activities and particulars of the Company’s subsidiaries are shown under Note 44 to the consolidated
financial statements. An analysis of the Group’s revenue for the year ended 31 December 2023 by principal activities
is set out in the section headed “Management Discussion and Analysis” in this annual report and Note 6 to the
consolidated financial statements.

BUSINESS REVIEW

A review of the Group’s business during the year ended 31 December 2023, which includes a discussion of the
principal risks and uncertainties faced by the Group, an analysis of the Group’s performance using financial key
performance indicators, particulars of important events affecting the Group during the year, and an indication of
likely future developments in the Group’s business, could be found in the sections headed “Chairman’s Statement”
and “Management Discussion and Analysis” as well as this Directors’ report of this annual report. A discussion on
relationships with its key stakeholders is included in the sections headed “Management Discussion and Analysis”,
“Corporate Governance Report” and “Environmental, Social and Governance Report” in this annual report. In
addition, a description of the environmental policies and performance of the Company is set out in the section
headed “Environmental, Social and Governance Report” in this annual report. These sections form part of this
Directors’ report.

RESULTS

The consolidated results of the Group for the year ended 31 December 2023 are set out in the consolidated
statement of profit or loss and other comprehensive income on pages 100 to 101 of this annual report.

FINAL DIVIDEND

The Board has resolved not to recommend the payment of a final dividend for the year ended 31 December 2023.

OTHER INFORMATION

USE OF PROCEEDS

The Shares in issue of the Company were listed on the Main Board of the Stock Exchange on 6 January 2021,
whereby 200,000,000 new Shares were issued at the offer price of HK$4.36 per share by the Company. After
deduction of the underwriting fees, commissions and other related costs and expenses, the net proceeds from the
Global Offering of the Company amounted to approximately HK$790.4 million (representing net proceeds of
HK$3.952 per new Share) (the "IPO Proceeds”).
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In order to better utilize the financial resources of the Group and to capture favourable investment opportunities,
the Board has reviewed the utilization of the IPO Proceeds and resolved on 20 June 2022 to reallocate not more than
HK$71.0 million of the surplus to pay the equity transfer consideration, to make the capital increase payment and to
fulfill capital contribution obligations for the acquisition of Neusoft Yuetong (the “Re-allocation”). For further
details, please refer to the announcement of the Company dated 20 June 2022.

As at the beginning of the Reporting Period, the unutilized amount for developing new solutions and upgrading
existing solutions was HK$311.8 million, HK$108.1 million of which was intended to develop and upgrade the
Group’s medical quality control warning system, HK$76.8 million of which was intended to develop the Group's
clinical pathway management system, HK$46.1 million of which was intended to develop the Group’s telemedicine
system, HK$29.2 million of which was intended to develop a new solution of intelligent healthcare platform and
HK$51.6 million of which was intended to upgrade the Group’s RPA solution; and the unutilized amount for
enhancing the Group’s sales and marketing efforts was HK$45.3 million.

The following table sets forth the details of the use of the IPO Proceeds during the Reporting Period:

Utilized Expected
amount Unutilized timeline
during the ~ amount as at for the use of
Original allocation Allocation of the IPO Reporting 31 December unutilized
of the IPO Proceeds Proceeds after Re-allocation Period 2023 proceeds
Percentage Amount  Percentage Amount
HKS$ million HKS million ~ HKS million  HKS million
For developing new solutions and upgrading existing
solutions 80.0% 632.3 712.8% 575.5 747 311
- to develop and upgrade our medical quality control and
safety warning system 20.0% 158.1 18.2% 143.9 249 83.2
- to develop our clinical pathway management system 20.0% 158.1 18.2% 1439 838 68.0
- to develop our telemedicine system 10.0% 790 9.1% 79 8.7 374 By December 2025
- to develop a new solution of intelligent healthcare platform 10.0% 79.0 9.1% 79 6.4 238
- to upgrade our RPA solution 20.0% 158.1 18.2% 143.9 259 25.7
For enhancing the sales and marketing efforts 10.0% 791 9.1% 720 16.2 291
For working capital and other general corporate purposes 10.0% 79.0 9.1% 7.9 0.0 0.0
Funds planned for the acquisition of Neusoft Yuetong 9.0% 7.0 0.0 0.0
Total 100.0% 790.4 100.0% 790.4 90.9 266.2
Notes:
(1) The expected timeline for utilizing the unutilized funds is based on the best estimation of the future market condition made

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

(2) Any discrepancy arising in the decimal figures in the table above is due to the effect of rounded figures.
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FINANCIAL SUMMARY

A summary of the published results and assets, liabilities, equity attributable to the owners of the parent and non-
controlling interests of the Group for the last five financial years is set out on page 9 of this annual report.

PROPERTY AND EQUIPMENT

Details of the movements in property and equipment of the Group during the year ended 31 December 2023 are set
out in Note 15 to the consolidated financial statements in this annual report.

SHARE CAPITAL

Details of the movements in share capital of the Company during the year ended 31 December 2023 are set out in
Note 34 to the consolidated financial statements in this annual report.

EQUITY-LINKED AGREEMENTS

During the year ended 31 December 2023, other than the Post-IPO Share Option Scheme as set out in the section
under “Post-IPO Share Option Scheme”, the Company has not entered into any equity-linked agreement.

RESERVES

Details of the movement in the reserves of the Group during the year ended 31 December 2023 are set out in Note
35 to the consolidated financial statements in this annual report.

DISTRIBUTABLE RESERVES

As at 31 December 2023, the Company’s distributable reserves were RMB710.1 million (2022: RMB710.1 million).
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BORROWINGS

Details of the borrowings are set out in the section headed “Management Discussion and Analysis” in this annual
report and Note 32 to the consolidated financial statements.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries had purchased, sold, or redeemed any of the Company’s listed
securities during the year ended 31 December 2023.

PRE-EMPTIVE RIGHTS

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

DIRECTORS

During the Reporting Period up to the date of this annual report, the Board consists of the following Directors:

Executive Directors

Mr. ZHAI Shuchun (Chairman and CEQ)
Ms. QIN Yi

Mr. LI Xiaodong

Independent Non-executive Directors

Mr. TANG Baoqi

Ms. YANG Juan

Mr. YOU Linfeng (appointed on 4 December 2023)
Mr. YE Jinfu (resigned on 4 December 2023)

In accordance with Article 16.19 of the Articles, at every annual general meeting of the Company one-third of the
Directors for the time being (or, if their number is not three or a multiple of three, then the number nearest to, but
not less than, one-third) shall retire from office by rotation provided that every Director (including those appointed
for a specific term) shall be subject to retirement by rotation at least once every three years.

Pursuant to Article 16.2 of the Articles, all Directors appointed to fill a casual vacancy shall hold office until the first
general meeting of members after his/her appointment and be subject to re-election at such meeting and any
Director appointed by the Board as an addition to the existing Board shall hold office only until the next following
annual general meeting of the Company and shall then be eligible for re-election. Such Director required to stand
for re-election pursuant to Article 16.2 of the Articles shall not be taken into account in determining the number of
Directors and which Directors are to retire by rotation under Article 16.19 of the Articles.
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Mr. YOU Linfeng was appointed as an independent non-executive Director on 4 December 2023. Pursuant to Article
16.2 of the Articles, he shall retire at the 2024 AGM and be subject to re-election.

Pursuant to Article 16.19 of the Articles, there should be 2 Directors who shall retire from office by rotation and,
being eligible, offer themselves for re-election at the 2024 AGM. Mr. LI Xiaodong and Ms. YANG Juan will retire
from office and, being eligible, offer themselves for re-election at the 2024 AGM.

Accordingly, Mr. YOU Linfeng, Mr. LI Xiaodong and Ms. YANG Juan, who have consented to retire, shall retire from
office and have offered themselves for re-election at the forthcoming 2024 AGM.

BIOGRAPHICAL DETAILS OF THE DIRECTORS AND THE SENIOR MANAGEMENT

Biographical details of the Directors and the senior management of the Company as at the date of this annual report
are set out on pages 12 to 16 in the section headed “Directors and Senior Management” in this annual report.

DIRECTORS’ SERVICE CONTRACTS AND LETTERS OF APPOINTMENT

Each of the executive Directors has entered into a service contract with the Company, and each of the independent
non-executive Directors has entered into a letter of appointment with the Company. The service contracts with each
of the executive Directors are for an initial fixed term of three years commencing from the date of the service
contract. The letters of appointment with each of the independent non-executive Directors are for an initial fixed
term of three years commencing from the date of the appointment. The service contracts and the letters of
appointment are subject to termination in accordance with their respective terms or by either party giving to the
other not less than three-month prior written notice. The appointment of the Directors is subject to the provisions of
retirement and rotation of Directors under the Articles.

CONTRACT WITH CONTROLLING SHAREHOLDER

Save as disclosed in this report, no contract of significance has been entered into between the Company or any of its
subsidiaries and the Controlling Shareholders or any of their respective subsidiaries during the year ended 31
December 2023.

DIRECTOR’S INTERESTS IN TRANSACTION, ARRANGEMENT OR CONTRACT

Save as disclosed in this report, no transaction, arrangement or contract of significance in relation to the business of
the Group to which the Company or any of its subsidiaries was a party, and in which a Director or his/her connected
entity had a material interest, whether directly or indirectly, subsisted at the end of the year or at any time during
the year ended 31 December 2023.

COMPENSATION OF DIRECTORS AND SENIOR MANAGEMENT

The emoluments of the Directors and senior management of the Company are decided by the Board with reference
to the recommendation given by the Remuneration Committee, having regard to the Group’s operating results,
individual performance and comparable market statistics.
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The remuneration (including salaries, allowances, pension scheme contributions and other benefits) paid to the
Directors in aggregate for the year ended 31 December 2023 was approximately RMB2.62 million.

The five highest paid individuals of our Group for the year ended 31 December 2023 included 1 Director, whose
remuneration is included in the aggregate amount we paid to the relevant Directors set out above. The remuneration
(including salaries, allowances, pension scheme contributions and other benefits) paid to the remaining 4 highest
paid individuals in aggregate for the year ended 31 December 2023 was approximately RMB3.42 million.

For the year ended 31 December 2023, no emoluments were paid by the Group to any Director or any of the 5
highest paid individuals as an inducement to join or upon joining the Group or as compensation for loss of office.
None of the Directors has waived any emoluments for the year ended 31 December 2023.

Details of the Directors’ emoluments and emoluments of the five highest paid individuals in the Group are set out in
Note 11 and Note 12 to the consolidated financial statements in this annual report.

Save as disclosed above, no other payments have been made or are payable, for the year ended 31 December 2023,
by the Group to or on behalf of any of the Directors.

DIRECTORS’ AND CONTROLLING SHAREHOLDER’S INTERESTS IN COMPETING BUSINESS

During the Reporting Period, none of the Directors nor the Controlling Shareholders or their respective associates (as
defined in the Listing Rules) had any interest in a business that competed or was likely to compete, either directly or
indirectly, with the business of the Group.

PENSION SCHEME

Details of the pension scheme of the Group are set out in Note 3 to the consolidated financial statements in this
annual report.

INDEMNITY OF DIRECTORS

Under the Articles of Association, every Director or other officers of the Company acting in relation to any of the
affairs of the Company shall be entitled to be indemnified against all actions, costs, charges, losses, damages and
expenses which he may incur or sustain in or about the execution of his duties in his office. The Company has
arranged appropriate insurance cover in respect of legal action against its directors and officers. Such insurance was
valid throughout the financial year ended 31 December 2023 and still remains in effect as at the date of this annual
report. No indemnity was made by the Company in the Reporting Period and up to the date of this annual report.

MANAGEMENT CONTRACTS

Other than the Directors’ service contracts and letters of appointment as disclosed in this annual report, no contract
concerning the management and administration of the whole or any substantial part of the business of the Group
was entered into or in existence as at the end of the year or at any time during the year ended 31 December 2023.
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LOAN AND GUARANTEE

During the Reporting Period, the Group had not made any loan or provided any guarantee for any loan, directly or
indirectly, to the Directors, senior management, its Controlling Shareholders or their respective connected persons.

DISCLOSURE REQUIRED UNDER RULE 13.18 OF THE LISTING RULES

As at 31 December 2023, there were no matters that gave rise to a disclosure required under Rule 13.18 of the
Listing Rules.

POST-IPO SHARE OPTION SCHEME

On 5 December 2020, the Company adopted the Post-IPO Share Option Scheme, which falls within the ambit of,
and is subject to, the regulations under Chapter 17 of the Listing Rules.

The purpose of the Post-IPO Share Option Scheme is to attract, retain and motivate employees, Directors and other
participants, and to provide a means of compensating them through the grant of options for their contribution to
the growth and profits of the Group, and to allow such employees, Directors and other persons to participate in the
growth and profitability of the Group.

Qualified participants of the Post-IPO Share Option Scheme include (i) any employee (whether full time or part time)
of the Company or its subsidiaries, including any officer or executive Director, (ii) any independent non-executive
Director, and (iii) any consultant of the Company or its subsidiaries as the Board may in its absolute discretion select.

The number of options available for grant under the Post-IPO Share Option Scheme at the beginning of the
Reporting Period and at the end of the Reporting Period is 80,000,000 options. There is no service provider sublimit
under the Post-IPO Option Scheme.

The Shares which may be issued upon exercise of all options to be granted under the Post-IPO Share Option Scheme
shall not exceed 80,000,000 Shares, representing 10.17% of the total issued share capital of the Company on the
date of this annual report.

The total number of Shares issued and to be issued upon the exercise of the options granted to or to be granted to
each eligible person under the Post-IPO Share Option Scheme (including exercised, cancelled and outstanding
options) in any 12-month period shall not exceed 1% of the Shares in issue.

The Post-IPO Share Option Scheme will remain in force for a period of 10 years from 5 December 2020, with the
remaining validity period of approximately 6 years 8 months (as at the date of this report), and the options granted
have a 10-year exercise period. Options may be vested over such period(s) as determined by the Board in its absolute
discretion subject to compliance with the requirements under any applicable laws, regulations or rules.

Participants are not required to pay any amount to apply for or accept a share option.

The exercise price of share options under the Post-IPO Share Option Scheme is determined by the Board, but shall
not be less than the higher of (i) the closing price of the Shares as stated in the daily quotation sheet of the Stock
Exchange on the date of grant, which must be a business day; (ii) the average closing price of the Shares as stated in
the daily quotation sheets of the Stock Exchange for the five business days immediately preceding the date of grant;
and (iii) the nominal value of a Share.
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No share options have been granted under the Post-IPO Share Option Scheme since its adoption and up to the date
of this report.

A summary of the terms of the Post-IPO Share Option Scheme has been set out in the section headed “D. Post-IPO
Share Option Scheme” in Appendix IV of the Prospectus.

INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE IN SECURITIES

As at the end of the Reporting Period, the interests or short positions of the Directors and chief executive of the
Company in the shares, underlying shares and debentures of the Company and its associated corporations (within
the meaning of Part XV of the SFO), which (a) were required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which he/she was taken
or deemed to have under such provisions of the SFO); or (b) were required, pursuant to section 352 of the SFO, to
be recorded in the register referred to therein; or (c) were required to be notified to the Company and the Stock
Exchange pursuant to the Model Code, were as follows:

Long position in Shares of the Company
Approximate

percentage of
Number of the Company’s

ordinary shares issued share
Name of Director Capacity interested capital®
Mr. Zhai Interest in a controlled corporation 300,600,000 38.22%
Ms. QIN Yi Beneficial owner 1,604,800 0.20%
Note:
(1) The percentage represents the number of ordinary shares interested divided by the number of the Company’s issued shares

as at the end of the Reporting Period, being 786,514,400 Shares.

Save as disclosed above and to the best knowledge of the Directors, as at the end of the Reporting Period, none of
the Directors or the chief executive of the Company has any interests and/or short positions in the shares, underlying
shares or debentures of the Company or its associated corporations (within the meaning of Part XV of the SFO)
which were required to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests and short positions which he/she was taken or deemed to have under such provisions
of the SFO) or which were required, pursuant to section 352 of the SFO, to be recorded in the register referred to
therein or which were required, pursuant to the Model Code, to be notified to the Company and the Stock
Exchange.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN SECURITIES

As at the end of the Reporting Period, to the best knowledge of the Directors, the following corporations/persons
had interests of 5% or more in the issued Shares according to the register of interests required to be kept by the
Company under section 336 of the SFO:

Long position in Shares

Approximate
percentage of

Number of the Company’s

ordinary shares issued share

Name Note  Capacity interested capital®

Nebula SC Beneficial owner 300,600,000 38.22%

Mr. Zhai (1) Interest in a controlled corporation 300,600,000 38.22%

Earnest Kai Holdings Limited Beneficial owner 138,400,000 17.59%

Mr. YUAN Yukai 2) Interest in a controlled corporation 138,400,000 17.59%

Mr. GUO Hao Beneficial owner 80,000,000 10.17%
Notes:

(1) Mr. Zhai is deemed to be interested in the entire interests held by Nebula SC, a company wholly owned by him. Mr. Zhai is
the director of Nebula SC.

(2) Mr. YUAN Yukai is deemed to be interested in the entire interests held by Earnest Kai Holdings Limited, a company
wholly-owned by him.

(3) The percentage represents the number of ordinary shares interested as at 31 December 2023 divided by the number of the
Company’s issued shares as at the end of the Reporting Period, being 786,514,400 Shares.

Save as disclosed above and to the best knowledge of the Directors, as at 31 December 2023, no person had
registered an interest or a short position in the Shares or underlying Shares as recorded in the register of interests
required to be kept by the Company under section 336 of the SFO.

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

Save as disclosed by this report, at no time during the year ended 31 December 2023 was the Company, its holding
company, or any of the Company’s and its holding company’s subsidiaries, a party to any arrangement to enable the
Directors to acquire benefits by means of the acquisition of shares in, or debt securities including debentures of, the
Company or any other body corporate.

MAJOR CUSTOMERS AND SUPPLIERS

During the Reporting Period, the Group's largest customer accounted for approximately 10.8% of the Group's total
revenue from continuing operations. The Group’s five largest customers accounted for approximately 33.9% of the
Group's total revenue from continuing operations.
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During the Reporting Period, the Group’s largest supplier accounted for approximately 17.8% of the Group’s total
purchases. The Group'’s five largest suppliers accounted for 49.1% of the Group’s total purchases.

None of the Directors or any of their close associates (as defined under the Listing Rules) or any Shareholders (which,
to the best knowledge of the Directors, owns more than 5% of the Company’s issued share capital) has any
beneficial interest in the Group'’s five largest suppliers or the Group’s five largest customers.

TAX RELIEF AND EXEMPTION OF HOLDERS OF LISTED SECURITIES

The Directors are not aware of any tax relief or exemption available to the Shareholders by reason of their holding of
the Shares.

EMPLOYEES, TRAINING AND REMUNERATION POLICIES

As of 31 December 2023, the Group had 643 employees. The staff costs including Directors’ emoluments were
approximately RMB168.1 million in 2023.

Remuneration of the Group’s employees includes basic salary, bonuses and cash subsidies. We determine our
employees’ compensation based on each employee’s performance, qualifications, position and seniority.

We adopted the Post-IPO Share Option Scheme on 5 December 2020, which falls within the ambit of, and is subject
to, the regulations under Chapter 17 of the Listing Rules. The purpose of the Post-IPO Share Option Scheme is to
provide incentives and rewards to eligible persons for their contribution to, and continuing efforts to promote the
interest of the Group.

We recognize the importance of keeping the Directors updated with the latest information of duties and obligations
of a director of a company whose shares are listed on the Stock Exchange and the general regulatory and
environmental requirements for such listed company. To meet this goal, we are committed to our employees’
continuing education and development. We provide pre-employment and regular continuing trainings to our
employees, which we believe are effective in equipping them with the skill set and work ethics that we require. Also,
we continuously provide comprehensive trainings to our technical staff, equipping them with knowledge and skills to
perform a variety of functions on different projects and allowing us to quickly find qualified and suitable replacement
internally in the event of employee’s demission.

RETIREMENT BENEFITS SCHEME

The employees of the subsidiaries based in Mainland China are members of the state-managed retirement benefits
scheme operated by the PRC government. The employees of the subsidiaries based in Mainland China are required
to contribute a certain percentage of their payroll to the retirement benefits scheme to fund the benefits and the
only obligation of the Group with respect to this retirement benefits scheme is to make the required contributions
under the scheme. In addition, the Group participates in a defined contribution scheme (the “MPF Scheme"”)
available to its Hong Kong employees in compliance with the Mandatory Provident Fund Schemes Ordinance. The
Group’s and employees’ contributions to the MPF Scheme are based on a specified percentage of the employees’
basic salaries and are required to be paid in accordance with the relevant rules.
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CONNECTED TRANSACTIONS

During the year ended 31 December 2023, the Group has not entered into any connected transaction or continuing
connected transaction which should be disclosed pursuant to the requirements of Rule 14A.71 of the Listing Rules.

RELATED PARTY TRANSACTIONS

Details of the related party transactions of the Group for the year ended 31 December 2023 are set out in Note 40
to the consolidated financial statements contained herein. Among such related party transactions during the
Reporting Period, the compensation paid to the Directors of the Company constituted connected transactions of the
Company which are fully exempt according to Rule 14A.95 of the Listing Rules.

During the Reporting Period, none of the related party transactions constitutes a connected transaction or continuing
connected transaction subject to independent Shareholders’ approval, annual review and all disclosure requirements
in Chapter 14A of the Listing Rules.

SUFFICIENCY OF PUBLIC FLOAT

According to the information that is publicly available to the Company and within the knowledge of the Board, as at
the date of this report, the Company has maintained the public float as required under the Listing Rules.

AUDIT COMMITTEE

The Company’s consolidated annual results for the year ended 31 December 2023 has been reviewed by the Audit
Committee of the Company.

AUDITOR

The Shares of the Company were listed on the Stock Exchange on 6 January 2021. Ernst & Young (“EY") acted as
the auditor of the Company for the year of 2021. EY has resigned as auditor of the Company with effect from 26
July 2022, as the Company and EY could not reach a consensus in respect of the audit fee of the Company for the
financial year ended 31 December 2022. EY has confirmed in its letter of resignation dated 26 July 2022 that there
are no circumstances in connection with its resignation as auditor of the Company that need to be brought to the
attention of the shareholders or creditors of the Company. The Board and the Audit Committee of the Company also
confirmed that there are no other matters with respect to the change of auditor of the Company that need to be
brought to the attention of the shareholders or creditors of the Company.

On 26 July 2022, the Board, with the recommendation from the Audit Committee, appointed CCTH CPA Limited as
the new auditors of the Company with effect from 26 July 2022 to hold office until the conclusion of the next
annual general meeting of the Company. On 9 June 2023, the Company passed an ordinary resolution at the 2022
AGM to re-appoint CCTH CPA Limited as the auditors of the Company. The consolidated financial statements of the
Group for the year ended 31 December 2023 were audited by CCTH CPA Limited.
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COMPLIANCE WITH LAWS AND REGULATIONS

The Group’s business operations are subject to various laws and regulations in the software industry, financial
information technology, information security and privacy as well as medical big data, which mainly include the Cyber
Security Law of the PRC(HFZE AR EMBE M4 L 27E)), the Data Security Law of the PRC ({H = A R 2L A1 B S
% %2 35)), the Personal Information Protection Law of the PRC ({(FEARENME@AA 2 B REE)), the
Cryptography Law of the PRC ({HZE A R HAMEIZ#F)%A)), the Administrative Measures for Software Products (#X
HEREIREIE)), the Administrative Measures for Medical Quality ((BEZEE EE I #2%)), the Labor Law of the
PRC ((REEARKEFIE L E)E)), the Labor Contract Law of the PRC ({(F#EE AR K FE L&A RE)) and other
applicable regulations, policies and normative legal documents promulgated in accordance with or in respect of such
laws and regulations. The Group carries out business in accordance with relevant laws and regulations. In addition,
the Group has successively obtained ISO9001, 1SO9000, 1SO20000, I1SO27001, CMMI5 and other quality
management system certifications and industry certifications. Should there be any changes in the applicable laws,
regulations and normative legal documents regarding its principal business, the Group will promptly notify relevant
departments to ensure that the quality and safety of its products and services meet the latest requirements. For the
year ended 31 December 2023, the Group is in compliance with the applicable laws and regulations in all material
respects.

EVENTS AFTER THE REPORTING PERIOD

On 28 March 2024, the Board proposed to amend the existing memorandum and articles of association of the
Company to facilitate the electronic dissemination of corporate communications in accordance with the amended
Listing Rules in relation to the expansion of paperless listing regime with effective from 31 December 2023, and to
adopt the third amended and restated memorandum and articles of association of the Company. For details, please
refer to the Company’s announcement dated 28 March 2024.

For and on behalf of the Board

ZHAI Shuchun
Chairman

28 March 2024
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CCTH CPA LIMITED
RIEXEEEMBERLE

To the shareholders of Newlink Technology Inc.
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Newlink Technology Inc. (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages 100 to 198, 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 and other explanatory 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 requirement of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

KEY AUDIT MATTERS

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.
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KEY AUDIT MATTERS (Continued)

Key audit matters

Revenue recognition - Software development services

How our audit addressed the key audit matters

Refer to Note 3.2, Note 4 and Note 6 to the consolidated financial statements.

Revenue from software development services is recognised
over time because the Group’s performance creates or
enhances an asset that the customer controls as the asset
is created or enhanced. For the contracts with a fixed
price, the Group recognises revenue from software
development services based on the actual direct costs
incurred relative to the total expected costs to be incurred
to satisfy the performance obligations of an individual
contract. Total expected costs and their corresponding
contract revenue require estimations from management
based on the understanding of the performance of the
contract, quotations from suppliers and subcontractors,
and the Group’s historical experience.

Revenue arising from contracts for software development
services using the input method accounted for about 44 %
of the Group's total revenue. The contract assets derived
from these revenue contracts accounted for about 11% of
the Group’s total assets as at 31 December 2023.

We identified the revenue as a key audit matter due to
the significant management judgements are involved in
the estimation of the total contract costs including the
assessment of the remaining contingencies that a project
is or could be facing until completion.

Our procedures in relation to revenue recognition
included:

o Obtaining an understanding of the key controls
over the revenue recognition process;

o Understanding the significant estimates made
by management and discussing the status of
selected projects with the management of the

Group;

o Assessing management’s estimates by comparing
the gross profit margin with similar completed
projects;

o Testing, on a sample basis, on costs incurred,

including checking invoices and timesheet to
ensure that the costs are directly attributable to
the contracts tested; and

o Performing confirmation procedures for the
invoiced contract amount and the total contract
amount with selected customers.
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KEY AUDIT MATTERS (Continued)

Key audit matters

How our audit addressed the key audit matters

Expected credit losses assessment of trade receivables and contract assets

Refer to Note 4, Note 24 and Note 25 to the consolidated financial statements.

As at 31 December 2023, the Group’s trade receivables
and contract assets amounting to approximately
RMB261,866,000 and RMB120,683,000 respectively (net
of allowance for expected credit loss of approximately
RMB43,317,000 and RMB820,000 respectively), accounted
for about 23% and 13% of the Group's total assets in the
consolidated statement of financial position, respectively.

The Group adopted a forward-looking model for the
assessment of the expected credit loss provision for trade
receivables and contract assets. This involves judgements
as the expected credit losses (“ECL") reflect information
about past events, current conditions and forecasts of
future conditions, as well as the time value of money.

We identified the ECL assessment on trade receivables and
contract assets as a key audit matter due to the significant
management’s judgements and estimates involved in the
expected credit loss assessment.

Our procedures in relation to ECL assessment of trade
receivables and contract assets included:

Obtaining an understanding of the Group's
methodology for the ECL assessment and the
key data and assumption involved;

Obtaining management’s assessment on the
collectability of individual significant customers,
and corroborating management’s assessment
against relevant supporting evidence, including
credit history and financial capability of these
customers;

Assessing the reasonableness of management'’s
ECL assessment by examining the information used
by the management to form such judgement,
including assessing the reasonableness of
management’s use of the historical default data,
evaluating whether the historical loss rates are
appropriately adjusted based on current economic
conditions and forward-looking information;

Assessing whether the trade receivables and
contract assets were appropriately grouped for
collective assessment by checking the nature
and aging profiles of the trade receivables and
contract assets, on a sample basis; and

Testing the aging and historical settlement
records used by management by checking to
the supporting documents, on a sample basis.
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KEY AUDIT MATTERS (Continued)

Key audit matters

Capitalisation of development costs

How our audit addressed the key audit matters

Refer to Note 3.2, Note 4 and Note 19 to the consolidated financial statements.

As at 31 December 2023, the Group's intangible assets
include deferred development cost of approximately
RMB84,034,000 (net of amortisation).

During the year ended 31 December 2023, the Group
capitalised development costs of approximately
RMB31,021,000 to the intangible assets. Management
applied judgement in identifying projects and expenditures
attributable to the projects that met the criteria for
capitalisation under the requirements of accounting
standards. Factors taken into account by management
included the Group’s intention, availability of technical,
financial and other resources and technical feasibility to
complete such projects, its ability to sell the relevant
products developed from such projects, the likelihood of
generating sufficient future economic benefits to the
Group and its ability to measure the expenditure incurred
on a specific project reliably.

We identified the capitalisation of development costs as a
key audit matter due to the significance of the costs
capitalised and the judgement involved in assessing
whether the capitalisation criteria have been met.

Our procedures in relation to capitalisation of
development costs included:

o Obtaining an understanding of the Group over
its process to capitalise development costs;

o Evaluating the nature of development costs
incurred that are capitalised into intangible
assets;

o Assessing the reasonableness of management'’s

capitalisation by reviewing the related documents
such as the project plan, the feasibility report,
the market analysis report and approval from
management; and

o Discussing the underlying assumptions and
estimates used by management in capitalising
development costs.
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OTHER INFORMATION

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

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

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

RESPONSIBILITIES OF THE DIRECTORS AND THOSE CHARGE WITH GOVERNANCE FOR
THE CONSOLIDATED FINANCIAL STATEMENTS

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

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

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’'s report that includes
our opinion solely to you, as a body, in accordance with our agreed terms of engagement, and for no other purpose.
We do not assume responsibility towards or accept liability to any other person for the contents of this report.

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

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

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

. 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.

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

o 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.

o 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 those charged with governance 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 those charged with governance 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

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

From the matters communicated with those charged with governance, 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.

CCTH CPA Limited
Certified Public Accountants

Kenneth Yee Lai Chan
Practising certificate number: P02095

Hong Kong, 28 March 2024

Unit 1510-1517, 15/F., Tower 2
Kowloon Commerce Centre
No. 51 Kwai Cheong Road
Kwai Chung, New Territories
Hong Kong
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2023

2023 2022
Note RMB’000 RMB’000
REVENUE 6 245,495 260,554
Cost of sales 9 (208,404) (190,095)
Gross profit 37,091 70,459
Other income and gains 7 10,569 10,682
Changes in fair value of investment properties 17 (21) -
Changes in fair value of equity investments at
fair value through profit or loss 4,271 14,035
Changes in fair value of contingent consideration 33 810 (2,740)
Impairment losses under expected credit loss model,
net of reversal (25,706) (9,386)
Impairment loss on investment in an associate (2,310) -
Selling and distribution expenses (13,979) (11,996)
Administrative expenses (36,942) (28,726)
Research and development expenses 9 (42,315) (19,148)
Other expenses (1,294) (2,143)
Finance costs 8 (1,323) (1,276)
Share of profits and losses of an associate 178 1,034
(LOSS)/PROFIT BEFORE TAX 9 (70,971) 20,795
Income tax credit/(expense) 10 1,287 (3,356)
(LOSS)/PROFIT FOR THE YEAR (69,684) 17,439
Other comprehensive (expense)/income:
Items that will not be reclassified to profit or loss
Revaluation surplus on transfer of owned properties
to investment properties 17 420 -
Exchange differences arising on translation from functional
currency to presentation currency 5,642 29,278
6,062 29,278
Item that may be reclassified subsequently to profit or loss
Exchange differences arising on translation of foreign operations (995) 470
Other comprehensive income for the year,
net of tax 5,067 29,748

Total comprehensive (expense)/income for the year (64,617) 47,187
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2023

2023 2022
Note RMB’000 RMB’000
(Loss)/profit for the year attributable to:
— Owners of the Company (69,159) 17,488
- Non-controlling interests (525) (49)
(69,684) 17,439
Total comprehensive (expense)/income for the year
attributable to:
— Owners of the Company (64,092) 47,236
- Non-controlling interests (525) (49)
(64,617) 47,187
RMB cents RMB cents
(Loss)/earnings per share
Basic and diluted 14 (8.79) 2.22
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At 31 December 2023

2023 2022
Note RMB’000 RMB’000
NON-CURRENT ASSETS
Property and equipment 15 16,912 5,770
Right-of-use assets 16(a) 29,357 16,907
Investment properties 17 11,105 -
Goodwill 18 36,724 36,724
Intangible assets 19 122,361 130,045
Investment in an associate 21 4,299 6,431
Equity investments at fair value through profit or loss 22 30,100 25,700
Contract assets 25 1,012 3,852
Long-term deposits 26 2,211 1,777
Deferred tax assets 317 694 4,282
254,775 231,488
CURRENT ASSETS
Inventories 23 2,169 2,249
Trade receivables 24 218,549 206,190
Contract assets 25 118,851 113,178
Prepayments, deposits and other receivables 26 10,471 6,478
Amounts due from related parties 40 12,316 17,149
Pledged deposits 27 96 222
Bank balances and cash 27 330,458 414,250
692,910 759,716
CURRENT LIABILITIES
Trade payables 28 71,741 23,666
Contract liabilities 29 14,412 9,975
Other payables and accruals 30 10,477 9,257
Dividend payable 13 28 -
Interest-bearing bank borrowings 32 8,005 19,000
Lease liabilities 16(b) 5,590 2,585
Tax payable - 5,297
110,253 69,780
NET CURRENT ASSETS 582,657 689,936
TOTAL ASSETS LESS CURRENT LIABILITIES 837,432 921,424
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At 31 December 2023

2023 2022
Note RMB’000 RMB’000

NON-CURRENT LIABILITIES
Lease liabilities 16(b) 23,783 13,426
Contingent consideration 33 21,000 21,810
Deferred tax liabilities 31 3,745 3,577
48,528 38,813
NET ASSETS 788,904 882,611

CAPITAL AND RESERVES

Share capital 34 5 5
Reserves 35 786,966 880,148
Equity attributable to owners of the Company 786,971 880,153
Non-controlling interests 1,933 2,458
TOTAL EQUITY 788,904 882,611

The consolidated financial statements on pages 100 to 198 were approved and authorised for issue by the board of

directors on 28 March 2024 and are signed on its behalf by:

Zhai Shuchun
Director

Qin Yi
Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2023

Attributable to owners of the Company

Statutory  Exchange  Property Non-
Share Share Merger Special surplus fluctuation revaluation  Retained controlling
capital  premium reserve reserve reserve reserve reserve profits  Subtotal interests Total

RMB'000 RMB'000 RMB'000 RMB’000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(Note 34) ~ (Note 35)  (Note 35)  (Note 35)  (Note 35)  (Note 35)  (Note 17)

At 1 January 2022 5 710,081* 27,468* = 13,390% (8,256) * = 95,076* 837,764 1,507 839,271

Profit/(loss) for the year - - - - - - - 17,488 17,488 (49) 17,439

Exchange differences arising on translation
from functional currency to presentation

currency - - - - - 29,278 - - 29,278 - 29,278
Exchange differences on translation of

foreign operations = = = = = 470 = = 470 - 470
Total comprehensive income/(expense)

for the year - - - - - 29,748 - 17,488 47,236 (49) 47,187
Capital contribution from non-controlling

shareholders of subsidiary - - - - - - - - - 1,000 1,000
Deemed distribution to shareholder (Note 37) - - - (4,847) - - - - (4,847) - (4,847)
Transfer from retained profits - - - - 161 - - (161) - - -
At 31 December 2022 5 710,081* 27,468* (4,847)%  13,551* 21,492* - 112,403* 880,153 2,458 882,611
At 1 January 2023 5 710,081* 27,468* (4,847)*  13,551* 21,492* - 112,403* 880,153 2,458 882,611
Loss for the year - - - - - - - (69,159) (69,159) (525) (69,684)

Revaluation surplus on transfer of owned

properties to investment properties - - - - - - 420 - 420 - 420
Exchange differences arising on translation

from functional currency to presentation

currency - - - - - 5,642 - - 5,642 - 5,642
Exchange differences on translation of

foreign operations - - - - - (995) - - (995) - (995)
Total comprehensive income/(expense)

for the year - - - - - 4,647 420 (69,159) (64,092) (525) (64,617)
Dividend (Note 13) - - - - - - - (29,090) (29,090) - (29,090)
Transfer from retained profits - - - - 492 - - (492) - - -
At 31 December 2023 5 710,081* 27,468* (4,847)*  14,043* 26,139* 420% 13,662* 786,971 1,933 788,904
* These reserve accounts comprise the consolidated reserves of RMB786,966,000 (2022: RMB880,148,000) in the

consolidated statement of financial position.
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2023

2023 2022
RMB'000 RMB’'000
OPERATING ACTIVITIES
(Loss)/profit before tax (70,971) 20,795
Adjustments for:
Finance costs 1,323 1,276
Interest income (8,944) (3,440)
Share of results of an associate (178) (1,034)
Waiver of trade payables - (1,306)
Changes in fair value of equity investments
at fair value through profit or loss (4,271) (14,035)
Depreciation of property and equipment 3,099 2,159
Depreciation of right-of-use assets 7,347 4,804
Amortisation of intangible assets 43,247 19,432
Loss on disposal of property and equipment 1 -
Loss on disposal of an associate - 17
Impairment losses recognised for trade receivables 26,673 9,173
Impairment losses (reversed)/recognised for contract assets (967) 213
Impairment loss on investment in an associate 2,310 =
Changes in fair value of investment properties 21 -
Change in fair value of contingent consideration (810) 2,740
Foreign exchange differences, net 906 1,827
(1,214) 42,621
Increase in long-term deposits (434) (2,863)
Decrease in inventories 80 1,169
Increase in trade receivables (39,032) (16,811)
Increase in contract assets (1,866) (35,200)
(Increase)/decrease in prepayments, deposits and other receivables (3,994) 8,486
Decrease/(increase) in amounts due from related parties 4,833 (1,207)
Decrease/(increase) in pledged deposits 126 (221)
Decrease in restricted bank deposits - 24,522
Decrease in other current assets - 1,041
Increase in trade payables 48,075 806
Increase/(decrease) in contract liabilities 4,437 (877)
Increase/(decrease) in other payables and accruals 1,220 (6,575)
Cash from operations 12,231 14,891
Income tax paid (1,159) (3,059)
Interest paid (72) (894)
Interest received 8,944 3,440
Interest element of rental payments (1,251) (382)
NET CASH FROM OPERATING ACTIVITIES 18,693 13,996
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2023

2023 2022
Note RMB’000 RMB’000
INVESTING ACTIVITIES
Purchases of property and equipment (24,948) (3,326)
Additions to intangible assets (35,563) (86,016)
Proceeds from disposal of an associate - 4,000
Proceeds from disposal of property and equipment - 7
Purchase of equity investments at fair value through profit or loss - (9,385)
Net cash outflow on acquisition of subsidiaries 36 - (58,356)
Net cash outflow on disposal of a subsidiary 37 - (5,082)
NET CASH USED IN INVESTING ACTIVITIES (60,511) (158,158)
FINANCING ACTIVITIES
Dividends paid (29,062) -
New bank borrowings raised 8,005 15,000
Repayment of bank borrowings (19,000) (5,000)
Repayment of principal portion of lease liabilities (6,435) (4,767)
Capital contribution from non-controlling
shareholders of subsidiary - 1,000
NET CASH (USED IN)/FROM FINANCING ACTIVITIES (46,492) 6,233
NET DECREASE IN CASH AND CASH EQUIVALENTS (88,310) (137,929)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 414,250 524,258
Effect of foreign exchange rate changes, net 4,518 27,921
CASH AND CASH EQUIVALENTS AT END OF YEAR 330,458 414,250
CASH AND CASH EQUIVALENTS AT END OF THE YEAR,
REPRESENTED BY:
Bank balances and cash 330,458 414,250
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2023

1. GENERAL INFORMATION

Newlink Technology Inc. (the “Company”) was incorporated and registered as an exempted company with
limited liability in the Cayman Islands under the Companies Law of the Cayman Islands on 8 November 2019
with its shares listed on the Main Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
on 6 January 2021. The address of the Company’s registered office is PO Box 309, Ugland House, Grand
Cayman, KY1-1104, Cayman Islands. The address of the Company’s principal place of business in Hong Kong
is room 2910, Bank of America Tower, 12 Harcourt Road, Central, Hong Kong, and the headquarters and
principal place of business in the People’s Republic of China (hereafter, the “PRC") is 5/F., Tower A, Xueging
Jiachuang Building, Xueqing Road, Haidian District, Beijing, in the PRC.

The Company is an investment holding company and its subsidiaries (collectively referred to as the “Group”)
are principally engaged in the business of software development and maintenance in the PRC.

In the opinion of the directors of the Company, the immediate holding company and the ultimate holding
company of the Company is Nebula SC Holdings Limited, a company incorporated in British Virgin Islands,
while the ultimate beneficial owner of the Company is Mr. Zhai Shuchun (“Mr. Zhai"”), the executive director
of the Company.

The consolidated financial statements are presented in Renminbi (“RMB") and all values are rounded to the
nearest thousand except otherwise indicated.

2. APPLICATION OF NEW AND AMENDMENTS TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

New and Amendments to HKFRSs that are mandatorily effective for the current year

In the current year, the Group has applied the following amendments to HKFRSs issued by the Hong Kong
Institute of Certified Public Accountants ("HKICPA") for the first time, which are mandatorily effective for the
annual periods beginning on or after 1 January 2023 for the preparation of the consolidated financial
statements:

HKFRS 17 (including the October 2020 and Insurance Contracts
February 2022 Amendments to HKFRS 17)

Amendments to HKAS 1 and Disclosure of Accounting Policies
HKFRS Practice Statement 2
Amendments to HKAS 8 Definition of Accounting Estimates
Amendments to HKAS 12 Deferred Tax related to Assets and Liabilities arising from a
Single Transaction
Amendments to HKAS 12 International Tax Reform — Pillar Two Model Rules

The application of the new and amendments to HKFRSs in the current year has had no material impact on the
Group’s financial positions and performance for the current and prior years and/or on the disclosures set out
in these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2023

2. APPLICATION OF NEW AND AMENDMENTS TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (CONTINUED)

New and Amendments to HKFRSs that are mandatorily effective for the current year (Continued)
Amendments to HKAS 1 and HKFRS Practice Statement 2 — Disclosure of Accounting Policies

The Group has applied the amendments for the first time in the current year. HKAS 1 Presentation of Financial
Statements is amended to replace all instances of the term “significant accounting policies” with “material
accounting policy information”. 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.

The amendments also clarify that accounting policy information may be material because of the nature of the
related transactions, other events or conditions, even if the amounts are immaterial. However, not all
accounting policy information relating to material transactions, other events or conditions is itself material. If
an entity chooses to disclose immaterial accounting policy information, such information must not obscure
material accounting policy information.

HKFRS Practice Statement 2 Making Materiality Judgements (the “Practice Statement”) is also amended to
illustrate how an entity applies the “four-step materiality process” to accounting policy disclosures and to
judge whether information about an accounting policy is material to its financial statements. Guidance and
examples are added to the Practice Statement.

The application of the amendments has had no material impact on the Group's financial positions and
performance but has affected the disclosure of the Group’s accounting policies to the consolidated financial
statements.

Amendments to HKAS 8 — Definition of Accounting Estimates

The Group has applied the amendments for the first time in the current year. The amendments define
accounting estimates as “monetary amounts in financial statements that are subject to measurement
uncertainty”. An accounting policy may require items in financial statements to be measured in a way that
involves measurement uncertainty. In such a case, an entity develops an accounting estimate to achieve the
objective set out by the accounting policy. The amendments to HKAS 8 clarify the distinction between
changes in accounting estimates, and changes in accounting policies and the correction of errors.

The application of the amendments in the current year had no material impact on the consolidated financial
statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2023

2. APPLICATION OF NEW AND AMENDMENTS TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (CONTINUED)

New and Amendments to HKFRSs that are mandatorily effective for the current year (Continued)
Amendments to HKAS 12 Deferred Tax related to Assets and Liabilities arising from a Single
Transaction

The Group has adopted the amendments from 1 January 2023. The amendments narrow the scope of the
initial recognition exemption to exclude transactions that give rise to equal and offsetting temporary
differences — e.g. leases.

Prior to the adoption of the amendments, the Group applied the initial recognition exemption under
paragraphs 15 and 24 of HKAS 12 for leasing transactions that give rise to equal and offsetting temporary
differences, and therefore no deferred tax has been recognised for temporary differences relating to
right-of-use assets and lease liabilities at initial recognition, and also over the lease terms under paragraph
22(c) of HKAS 12.

The Group has applied the transitional provisions under paragraphs 98K and 98L of the amendments to HKAS
12 to leasing transactions that occur on or after the beginning of the earliest comparative period presented
and also, at the beginning of the earliest comparative period presented by:

(i) Recognising a deferred tax asset to the extent that it is probable that taxable profit will be available
against which the deductible temporary difference can be utilised, and a deferred tax liability for all
deductible and taxable temporary differences associated with right-of-use assets and lease liabilities;
and

(ii) Recognising the cumulative effect of initially applying the amendments as an adjustment to the
opening balance of retained earnings (or other component of equity, as appropriate) at that date.

Based on the management’s assessment, there was immaterial impact on the consolidated statement of
financial position as at 1 January 2022, 31 December 2022 and 31 December 2023, because the deferred tax
assets and the deferred tax liabilities recognised as a result of the adoption of the amendments to HKAS 12
qualify for offset under paragraph 74 of HKAS 12. There was also immaterial impact on the opening retained
profits as at 1 January 2022 as a result of the change. The change does not impact the overall deferred tax
balances presented on the consolidated statement of financial position as the related deferred tax balances
qualify for offset under HKAS 12.
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For the year ended 31 December 2023

2. APPLICATION OF NEW AND AMENDMENTS TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (CONTINUED)

New and Amendments to HKFRSs that are mandatorily effective for the current year (Continued)
Amendments to HKAS 12 Income Taxes International Tax Reform- Pillar Two model Rules

The Group has adopted Amendments to HKAS 12 for the first time in the current year. HKAS 12 is amended
to add the exception to recognising and disclosing information about deferred tax assets and liabilities that
are related to tax law enacted or substantively enacted to implement the Pillar Two model rules published by
the Organisation for Economic Cooperation and Development (the “Pillar Two legislation”). The amendments
require that entities apply the amendments immediately upon issuance and retrospectively. The amendments
also require that entities to disclose separately its current tax expense/income related to Pillar Two income
taxes in periods which the Pillar Two legislation is in effect, and the qualitative and quantitative information
about its exposure to Pillar Two income taxes in periods in which the Pillar Two legislation is enacted or
substantially enacted but not yet in effect in annual reporting periods beginning on or after 1 January 2023.

The application of the amendments has had no material impact on the Group's financial positions and
performance.

Change in accounting policy as a result of application of the HKICPA guidance on the accounting
implications of the abolition of the Mandatory Provident Fund (“MPF”) — Long Service Payment
(“LSP”) offsetting mechanism in Hong Kong

The Company and its subsidiary are operating in Hong Kong which are obliged to pay LSP to employees under
certain circumstances. Meanwhile, the Group makes mandatory MPF contributions to the trustee who
administers the assets held in a trust solely for the retirement benefits of each individual employee. Offsetting
of LSP against an employee’s accrued retirement benefits derived from employers’ MPF contributions was
allowed under the Employment Ordinance (Cap.57). In June 2022, the Government of the HKSAR gazetted
the Employment and Retirement Schemes Legislation (Offsetting Arrangement) (Amendment) Ordinance 2022
(the “Amendment Ordinance”) which abolishes the use of the accrued benefits derived from employers’
mandatory MPF contributions to offset severance payment and LSP (the “Abolition”). The Abolition will
officially take effect on 1 May 2025 (the “Transition Date”). In addition, under the Amendment Ordinance,
the last month’s salary immediately preceding the Transition Date (instead of the date of termination of
employment) is used to calculate the portion of LSP in respect of the employment period before the Transition
Date

In July 2023, the HKICPA published “Accounting implications of the abolition of the MPF-LSP offsetting
mechanism in Hong Kong” which provides guidance for the accounting for the offsetting mechanism and the
impact arising from abolition of the MPF-LSP offsetting mechanism in Hong Kong. In light of this, the Group
has implemented the guidance published by the HKICPA in connection with the LSP obligation retrospectively
so as to provide more reliable and more relevant information about the effects of the offsetting mechanism
and the Abolition.
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For the year ended 31 December 2023

2. APPLICATION OF NEW AND AMENDMENTS TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (CONTINUED)

New and Amendments to HKFRSs that are mandatorily effective for the current year (Continued)
Change in accounting policy as a result of application of the HKICPA guidance on the accounting
implications of the abolition of the Mandatory Provident Fund (“MPF”) — Long Service Payment
(“LSP") offsetting mechanism in Hong Kong (Continued)

The Group considered the accrued benefits arising from employer MPF contributions that have been vested
with the employee and which could be used to offset the employee’s LSP benefits as a deemed contribution
by the employee towards the LSP. Historically, the Group has been applying the practical expedient in
paragraph 93(b) of HKAS 19 to account for the deemed employee contributions as a reduction of the service
cost in the period in which the related service is rendered.

Based on the HKICPA’s guidance, as a result of the Abolition, these contributions are no longer considered
“linked solely to the employee’s service in that period” since the mandatory employer MPF contributions after
the Transition Date can still be used to offset the pretransition LSP obligation. Therefore, it would not be
appropriate to view the contributions as “independent of the number of years of service” and the practical
expedient in paragraph 93(b) of HKAS 19 is no longer applicable. Instead, these deemed contributions should
be attributed to periods of service in the same manner as the gross LSP benefit applying paragraph 93(a) of
HKAS 19.

Based on management’s assessment, the change has had no material impact on the Group’s financial
positions and performance.

New and Amendments to HKFRSs in issue but not yet effective

The Group has not early applied the followings new and amendments to HKFRSs that have been issued but
are not yet effective:

Amendments to HKFRS 10 and HKAS 28 Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture'

Amendments to HKFRS 16 Lease Liability in a Sale and Leaseback?

Amendments to HKAS 1 Non-Current Liabilities with Covenants?

Amendments to HKAS 1 Classification of Liabilities as Current or Non-Current and
related amendments to Hong Kong Interpretation 5 (2020)?

Amendments to HKAS 7 and HKFRS 7 Supplier Finance Arrangements?

Amendments to HKAS 21 Lack of Exchangeability?

1 Effective for annual periods beginning on or after a date to be determined.

2 Effective for annual periods beginning on or after 1 January 2024.

3 Effective for annual periods beginning on or after 1 January 2025.

The directors of the Company anticipate that the application of all other amendments to HKFRSs will have no
material impact on the consolidated financial statements in the foreseeable future.
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2. APPLICATION OF NEW AND AMENDMENTS TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (CONTINUED)

New and Amendments to HKFRSs in issue but not yet effective (Continued)

Amendments to HKFRS 10 and HKAS 28 - Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture

The amendments to HKFRS 10 Consolidated Financial Statements and HKAS 28 Investments in Associates and
Joint Ventures deal with situations where there is a sale or contribution of assets between an investor and its
associate or joint venture. Specifically, the amendments state that gains or losses resulting from the loss of
control of a subsidiary that does not contain a business in a transaction with an associate or a joint venture
that is accounted for using the equity method, are recognised in the parent’s profit or loss only to the extent
of the unrelated investors’ interests in that associate or joint venture. Similarly, gains and losses resulting from
the remeasurement of investments retained in any former subsidiary (that has become an associate or a joint
venture that is accounted for using the equity method) to fair value are recognised in the former parent’s
profit or loss only to the extent of the unrelated investors’ interests in the new associate or joint venture.

The application of the amendments is not expected to have significant impact on the financial position and
performance of the Group.

Amendments to HKAS 1 Classification of Liabilities as Current or Non-current and related
amendments to Hong Kong Interpretation 5 (2020) (the “2020 Amendments”) and Amendments to
HKAS 1 Non-current Liabilities with Covenants (the “2022 Amendments”)

The 2020 Amendments provide clarification and additional guidance on the assessment of right to defer
settlement for at least twelve months from reporting date for classification of liabilities as current or
non-current, which:

o clarify that if a liability has terms that could, at the option of the counterparty, result in its settlement
by the transfer of the entity’s own equity instruments, these terms do not affect its classification as
current or non-current only if the entity recognises the option separately as an equity instrument
applying HKAS 32 Financial Instruments: Presentation.

o specify that the classification of liabilities as current or non-current should be based on rights that are
in existence at the end of the reporting period. Specifically, the amendments clarify that the
classification should not be affected by management intentions or expectations to settle the liability
within 12 months.

For rights to defer settlement for at least twelve months from reporting date which are conditional on the
compliance with covenants, the requirements introduced by the 2020 Amendments have been modified by
the 2022 Amendments. The 2022 Amendments specify that only covenants with which an entity is required
to comply with on or before the end of the reporting period affect the entity’s right to defer settlement of a
liability for at least twelve months after the reporting date. Covenants which are required to comply with only
after the reporting period do not affect whether that right exists at the end of the reporting period.
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APPLICATION OF NEW AND AMENDMENTS TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (CONTINUED)

New and Amendments to HKFRSs in issue but not yet effective (Continued)

Amendments to HKAS 1 Classification of Liabilities as Current or Non-current and related
amendments to Hong Kong Interpretation 5 (2020) (the “2020 Amendments”) and Amendments to
HKAS 1 Non-current Liabilities with Covenants (the “2022 Amendments”) (Continued)

In addition, the 2022 Amendments specify the disclosure requirements about information that enables users
of financial statements to understand the risk that the liabilities could become repayable within twelve months
after the reporting period, if an entity classifies liabilities arising from loan arrangements as non-current when
the entity’s right to defer settlement of those liabilities is subject to the entity complying with covenants
within twelve months after the reporting period.

The 2022 Amendments also defer the effective date of applying the 2020 Amendments to annual reporting
periods beginning on or after 1 January 2024. The 2022 Amendments, together with the 2020 Amendments,
are effective for annual reporting periods beginning on or after 1 January 2024, with early application
permitted. If an entity applies the 2020 Amendments for an earlier period after the issue of the 2022
Amendments, the entity should also apply the 2022 Amendments for that period.

Based on the Group’s outstanding liabilities as at 31 December 2023, the application of the 2020 and 2022
Amendments will not result in reclassification of the Group’s liabilities.

Amendments to HKAS 21 Lack of Exchangeability

The amendments specify when a currency is exchangeable into another currency and when it is not and how
an entity estimates the spot exchange rate when a currency is not exchangeable. In addition, the amendments
require disclosure of information that enables users of its financial statements to evaluate how a currency’s
lack of exchangeability affects, or is expected to affect, the entity’s financial performance, financial position
and cash flows.

The amendments are effective for annual reporting periods beginning on or after 1 January 2025, with early
application permitted. The application of the amendments is not expected to have significant impact on the
financial position and performance of the Group.
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3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND
MATERIAL ACCOUNTING POLICY INFORMATION

3.1

3.2

Basis of preparation of consolidated financial statements

The consolidated financial statements have been prepared in accordance with HKFRSs issued by the
HKICPA. For the purpose of preparation of the consolidated financial statements, information is
considered material if such information is reasonably expected to influence decisions made by primary
users. In addition, the consolidated financial statements include applicable disclosures required by the
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”) and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared on the historical cost basis, except for
investment properties and certain financial instruments that are measured at fair value at the end of
each reporting period, as explained in the accounting policies set out below.

Historical cost is generally based on the fair value of the consideration given in exchange for goods and
services.

Material accounting policy information

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities
controlled by the Company and its subsidiaries. Control is achieved when the Company:

(i) has power over the investee;
(i) is exposed, or has rights, to variable returns from its involvement with the investee; and
(iii) has the ability to use its power to affect its returns.

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 listed above.

Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases
when the Group loses control of the subsidiary. Specifically, income and expenses of a subsidiary
acquired or disposed of during the year are included in the consolidated statement of profit or loss and
other comprehensive income from the date the Group gains control until the date when the Group
ceases to control the subsidiary.
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3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND
MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

3.2

Material accounting policy information (Continued)

Basis of consolidation (Continued)

Profit or loss and each item of other comprehensive income are attributed to the owners of the
Company and to the non-controlling interests. Total comprehensive income of subsidiaries is attributed
to the owners of the Company and to the non-controlling interests even if this results in the
non-controlling interests having a deficit balance.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring the
accounting policies used into line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash flows relating to transactions
between the members of the Group are eliminated on consolidation.

Non-controlling interests in subsidiaries are presented separately from the Group’s equity therein,
which represent present ownership interests entitling their holders to a proportionate share of net
assets of the relevant subsidiaries upon liquidation.

Business combinations

A business is an integrated set of activities and assets which includes an input and a substantive
process that together significantly contribute to the ability to create outputs. The acquired processes
are considered substantive if they are critical to the ability to continue producing outputs, including an
organised workforce with the necessary skills, knowledge, or experience to perform the related
processes or they significantly contribute to the ability to continue producing outputs and are
considered unique or scarce or cannot be replaced without significant cost, effort, or delay in the
ability to continue producing outputs.

Acquisitions of businesses, other than business combination under common control are accounted for
using the acquisition method. The consideration transferred in a business combination is measured at
fair value, which is calculated as the sum of the acquisition-date fair values of the assets transferred by
the Group, liabilities incurred by the Group to the former owners of the acquiree and the equity
interests issued by the Group in exchange for control of the acquiree. Acquisition-related costs are
generally recognised in profit or loss as incurred.

The identifiable assets acquired and liabilities assumed must meet the definitions of an asset and a
liability in the Conceptual Framework for Financial Reporting (the “Conceptual Framework"”) except for
transactions and events within the scope of HKAS 37 Provisions, Contingent Liabilities and Contingent
Assets or HK(IFRIC)-Int 21 Levies, in which the Group applies HKAS 37 or HK(IFRIC)-Int 21 instead of
the Conceptual Framework to identify the liabilities it has assumed in a business combination.
Contingent assets are not recognised.
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3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND
MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

3.2

Material accounting policy information (Continued)

Business combinations (Continued)

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognised at
their fair value, except that:

o deferred tax assets or liabilities, and assets or liabilities related to employee benefit arrangements
are recognised and measured in accordance with HKAS 12 Income Taxes and HKAS 19 Employee
Benefits respectively;

o lease liabilities are recognised and measured at the present value of the remaining lease
payments (as defined in HKFRS 16) as if the acquired leases were new leases at the acquisition
date, except for leases for which (a) the lease term ends within 12 months of the acquisition
date; or (b) the underlying asset is of low value. Right-of-use assets are recognised and
measured at the same amount as the relevant lease liabilities, adjusted to reflect favourable or
unfavourable terms of the lease when compared with market terms.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any
non-controlling interests in the acquiree, and the fair value of the acquirer’s previously held equity
interest in the acquiree (if any) over the net amount of the identifiable assets acquired and the
liabilities assumed as at acquisition date. If, after re-assessment, the net amount of the identifiable
assets acquired and liabilities assumed exceeds the sum of the consideration transferred, the amount of
any non-controlling interests in the acquiree and the fair value of the acquirer’s previously held interest
in the acquiree (if any), the excess is recognised immediately in profit or loss as a bargain purchase
gain.

Non-controlling interests that are present ownership interests and entitle their holders to a
proportionate share of the relevant subsidiary’s net assets in the event of liquidation are initially
measured at the non-controlling interests’ proportionate share of the recognised amounts of the
acquiree’s identifiable net assets or at fair value. The choice of measurement basis is made on a
transaction-by-transaction basis.

When the consideration transferred by the Group in a business combination includes a contingent
consideration arrangement, the contingent consideration is measured at its acquisition-date fair value
and included as part of the consideration transferred in a business combination. Changes in the fair
value of the contingent consideration that qualify as measurement period adjustments are adjusted
retrospectively. Measurement period adjustments are adjustments that arise from additional
information obtained during the “measurement period” (which cannot exceed one year from the
acquisition date) about facts and circumstances that existed at the acquisition date.
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3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND
MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

3.2

Material accounting policy information (Continued)

Business combinations (Continued)

The subsequent accounting for the contingent consideration that do not qualify as measurement
period adjustments depends on how the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured at subsequent reporting dates and its
subsequent settlement is accounted for within equity. Contingent consideration that is classified as an
asset or a liability is remeasured to fair value at subsequent reporting dates, with the corresponding
gain or loss being recognised in profit or loss.

Goodwill
Goodwill arising on an acquisition of a business is carried at cost as established at the date of
acquisition of the business less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of the Group’s cash-generating
units (or group of cash-generating units) that is expected to benefit from the synergies of the
combination, which represent the lowest level at which the goodwill is monitored for internal
management purposes and not larger than an operating segment.

A cash-generating unit (or group of cash-generating units) to which goodwill has been allocated is
tested for impairment annually or more frequently when there is indication that the unit may be
impaired. For goodwill arising on an acquisition in a reporting period, the cash-generating unit (or
group of cash-generating units) to which goodwill has been allocated is tested for impairment before
the end of that reporting period. If the recoverable amount is less than its carrying amount, the
impairment loss is allocated first to reduce the carrying amount of any goodwill and then to the other
assets on a pro-rata basis based on the carrying amount of each asset in the unit (or group of
cash-generating units).

Investments in associates

An associate is an entity over which the Group has significant influence and that is neither a subsidiary
nor an interest in a joint venture. Significant influence is the power to participate in the financial and
operating policy decisions of the investee but is not control or joint control over those policies.

The results and assets and liabilities of associates are incorporated in these financial statements using
the equity method of accounting.
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3.2

Material accounting policy information (Continued)

Investments in associates (Continued)

Under the equity method, an investment in an associate is recognised initially in the consolidated
statement of financial position at cost and adjusted thereafter to recognise the Group’s share of the
profit or loss and other comprehensive income of the associate. When the Group's share of losses of
an associate exceeds the Group’s interest in that associate (which includes any long-term interests that,
in substance, form part of the Group’s net investment in the associate), the Group discontinues
recognising its share of further losses. Additional losses are recognised only to the extent that the
Group has incurred legal or constructive obligations or made payments on behalf of the associate.

An investment in an associate is accounted for using the equity method from the date on which the
investee becomes an associate. On acquisition of the investment in an associate, any excess of the cost
of the investment over the Group’s share of the net fair value of the identifiable assets and liabilities of
the investee is recognised as goodwill, which is included within the carrying amount of the investment.
Any excess of the Group’s share of the net fair value of the identifiable assets and liabilities over the
cost of the investment, after reassessment, is recognised immediately in profit or loss in the period in
which the investment is acquired.

If there is objective evidence that the Group’s net investment in an associate is impaired, the
requirements of HKAS 36 Impairment of Assets are applied to determine whether it is necessary to
recognise any impairment loss with respect to the Group’s investment. When necessary, the entire
carrying amount of the investment (including goodwill) is tested for impairment in accordance with
HKAS 36 as a single asset by comparing its recoverable amount (higher of value in use and fair value
less costs of disposal) with its carrying amount. Any impairment loss recognised is not allocated to any
asset, including goodwill that forms part of the carrying amount of the investment. Any reversal of that
impairment loss is recognised in accordance with HKAS 36 to the extent that the recoverable amount
of the investment subsequently increases.

The Group discontinues the use of the equity method from the date when the investment ceases to be
an associate. When the Group retains an interest in the former associate and the retained interest is a
financial asset, the Group measures the retained interest at fair value at that date and the fair value is
regarded as its fair value on initial recognition in accordance with HKFRS 9. The difference between the
carrying amount of the associate at the date the equity method was discontinued, and the fair value of
any retained interest and any proceeds from disposing of a part interest in the associate is included in
the determination of the gain or loss on disposal of the associate. In addition, the Group accounts for
all amounts previously recognised in other comprehensive income in relation to that associate on the
same basis as would be required if that associate had directly disposed of the related assets or
liabilities. Therefore, if a gain or loss previously recognised in other comprehensive income by that
associate would be reclassified to profit or loss on the disposal of the related assets or liabilities, the
Group reclassifies the gain or loss from equity to profit or loss (as a reclassification adjustment) when
the associate is disposed of.
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3.2

Material accounting policy information (Continued)

Investments in associates (Continued)

When a Group entity transacts with an associate of the Group, profits and losses resulting from the
transactions with the associate are recognised in the Group’s consolidated financial statements only to
the extent of interests in the associate that are not related to the Group.

Revenue recognition

The Group recognises revenue when (or as) a performance obligation is satisfied, i.e. when “control”
of the goods or services underlying the particular performance obligation is transferred to the
customer.

A performance obligation represents a good or service (or a bundle of goods or services) that is distinct
or a series of distinct goods or services that are substantially the same.

Control is transferred over time and revenue is recognised over time by reference to the progress
towards complete satisfaction of the relevant performance obligation if one of the following criteria is
met:

o the customer simultaneously receives and consumes the benefits provided by the Group’s
performance as the Group performs;

o the Group’s performance creates and enhances an asset that the customer controls as the
Group performs; or

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

Otherwise, revenue is recognised at a point in time when the customer obtains control of the distinct
good or service.

A contract asset represents the Group’s right to consideration in exchange for goods or services that
the Group has transferred to a customer that is not yet unconditional. It is assessed for impairment in
accordance with HKFRS 9. In contrast, a receivable represents the Group’s unconditional right to
consideration, i.e. only the passage of time is required before payment of that consideration is due.

A contract liability represents the Group’s obligation to transfer goods or services to a customer for
which the Group has received consideration (or an amount of consideration is due) from the customer.
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3.2

Material accounting policy information (Continued)

Revenue recognition (Continued)

A contract asset and a contract liability relating to the same contract are accounted for an presented
on a net basis.

Measurement of progress towards complete satisfaction of a performance obligation — Input method
The progress towards complete satisfaction of a performance obligation is measured based on input
method, which is to recognise revenue on the basis of the Group’s efforts or inputs to the satisfaction
of a performance obligation relative to the total expected inputs to the satisfaction of that
performance obligation, that best depict the Group’s performance in transferring control of goods or
services.

Principal versus agent

When another party is involved in providing goods or services to a customer, the Group determines
whether the nature of its promise is a performance obligation to provide the specified goods or
services itself (i.e. the Group is a principal) or to arrange for those goods or services to be provided by
the other party (i.e. the Group is an agent).

The Group is a principal if it controls the specified good or service before that good or service is
transferred to a customer.

The Group is an agent if its performance obligation is to arrange for the provision of the specified
good or service by another party. In this case, the Group does not control the specified good or service
provided by another party before that good or service is transferred to the customer. When the Group
acts as an agent, it recognises revenue in the amount of any fee or commission to which it expects to
be entitled in exchange for arranging for the specified goods or services to be provided by the other
party.

Software development services

Revenue from software development services is recognised over time, using an appropriate method to
measure progress towards complete satisfaction of the services. For the contracts with a fixed price,
the Group uses the input method, which the Group recognises revenue based on the proportion of the
actual costs incurred relative to the estimated total costs for satisfaction of the services. For the
contracts with a fixed amount billed for each hour of service provided, the Group uses the practical
expedient to recognise revenue in the amount to which the Group has a right to invoice.
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3.2

Material accounting policy information (Continued)

Revenue recognition (Continued)

Software development services (Continued)

Contracts for bundled sales of software development service and technical and maintenance services
(i.e., training, upgrade, service-type warranties) are comprised of separate performance obligations
because the promises to transfer the software and provide those services are capable of being distinct
and separately identifiable. Accordingly, the transaction price is allocated based on the relative
stand-alone selling prices of each performance obligation.

Technical and maintenance services
Revenue from the technical and maintenance services is recognised over the scheduled period on a
straight-line basis or based on the actual time/work incurred.

Sale of standard software
Revenue from the sale of standard software is recognised at the point in time when the right to use
the software is transferred to the customer, generally upon the acceptance by the customers.

Contracts for bundled sales of standard software, installation, technical and maintenance services (i.e.,
training, upgrade) are comprised of separate performance obligations because these promises are
capable of being distinct and separately identifiable. Accordingly, the transaction price is allocated
based on the relative stand-alone selling prices of each performance obligation.

Leases

The Group assesses at contract inception whether a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period
of time in exchange for consideration.

The Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for short-term
leases and leases of low-value assets. The Group recognises lease liabilities to make lease payments
and right-of-use assets representing the right to use the underlying assets.

Right-of-use assets

Right-of-use assets are recognised at the commencement date of the lease (that is the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any accumulated
depreciation and any impairment losses, and adjusted for any remeasurement of lease liabilities. The
cost of right-of-use assets includes the amount of lease liabilities recognised, initial direct costs
incurred, and lease payments made at or before the commencement date less any lease incentives
received. Right-of-use assets are depreciated on a straight-line basis as follows:

Office premises Over the term of the lease
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3.2

Material accounting policy information (Continued)

Leases (Continued)

Lease liabilities

Lease liabilities are recognised at the commencement date of the lease at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including
in-substance fixed payments) less any lease incentives receivable, variable lease payments that depend
on an index or a rate, and amounts expected to be paid under residual value guarantees. The lease
payments also include the exercise price of a purchase option reasonably certain to be exercised by the
Group and payments of penalties for termination of a lease, if the lease term reflects the Group
exercising the option to terminate. The variable lease payments that do not depend on an index or a
rate are recognised as an expense in the period in which the event or condition that triggers the
payment occurs.

In calculating the present value of lease payments, the Group uses its incremental borrowing rate at
the lease commencement date because the interest rate implicit in the lease is not readily
determinable. After the commencement date, the amount of lease liabilities is increased to reflect the
accretion of interest and reduced for the lease payments made. In addition, the carrying amount of
lease liabilities is remeasured if there is a modification, a change in the lease term, a change in lease
payments (e.g., a change to future lease payments resulting from a change in an index or rate) or a
change in assessment of an option to purchase the underlying asset.

Short-term leases

The Group applies the short-term lease recognition exemption to its short-term leases (i.e. those leases
that have a lease term of 12 months or less from the commencement date and do not contain a
purchase option). It also applies the lease of low-value assets recognition exemption to leases of office
equipment that are considered to be low value. Lease payments on short-term leases and leases of
low-value assets are recognised as expense on a straight-line basis over the lease term.
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3.2

Material accounting policy information (Continued)

Leases (Continued)

The Group as lessor

The Group enters into lease agreements as a lessor with respect to some of its investment properties.

Leases for which the Group is a lessor are classified as finance or operating leases. Whenever the terms
of the lease transfer substantially all the risks and rewards of ownership to the lessee, the contract is
classified as a finance lease. All other leases are classified as operating leases.

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant
lease. Initial direct costs incurred in negotiating and arranging an operating lease are added to the
carrying amount of the leased asset and recognised on a straight-line basis over the lease term except
for investment properties measured under fair value model.

Foreign currencies

The financial statements are presented in RMB because the Group’s principal operations are carried out
in Mainland China. The functional currency of the Company and certain oversea subsidiaries
incorporated outside Mainland China is US$ and the functional currency of the subsidiaries established
in Mainland China is RMB, which is the currency of the primary economic environment in which those
entities operate. Each entity in the Group determines its own functional currency and items included in
the financial statements of each entity are measured using that functional currency. Foreign currency
transactions recorded by the entities in the Group are initially recorded using their respective functional
currency rates prevailing at the dates of the transactions. Monetary assets and liabilities denominated
in foreign currencies are translated at the functional currency rates of exchange ruling at the end of
each reporting period. Differences arising on settlement or translation of monetary items are
recognised in profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rates at the dates of the initial transactions.

The functional currencies of the Company and certain overseas subsidiaries are currencies other than
RMB. As at the end of the reporting period, the assets and liabilities of these entities are translated
into RMB at the exchange rates prevailing at the end of each reporting period and their statements of
profit or loss and other comprehensive income are translated into RMB at the weighted average
exchange rates for the year.
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3.2

Material accounting policy information (Continued)

Foreign currencies (Continued)

The resulting exchange differences are recognised in other comprehensive income and accumulated in
the exchange fluctuation reserve. On disposal of a foreign operation, the component of other
comprehensive income relating to that particular foreign operation is recognised in profit or loss.

For the purpose of the consolidated statement of cash flows, the cash flows of the Company and
certain overseas subsidiaries are translated into RMB at the exchange rates ruling at the dates of the
cash flows. Frequently recurring cash flows of the Company and certain overseas subsidiaries which
arise throughout the year are translated into RMB at the weighted average exchange rates for the year.

Property and equipment

Property and equipment are held for use in the production or supply of goods or services, or for
administrative purposes are stated in the consolidated statement of financial position at cost less
subsequent accumulated depreciation and subsequent accumulated impairment losses, if any.

The cost of an item of property and equipment comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and location for its intended use.

Costs incurred after items of property and equipment have been put into operation, such as repairs
and maintenance, is normally recognised in the profit or loss in the period in which it is incurred. In
situations where the recognition criteria are satisfied, the costs for a major inspection is capitalised in
the carrying amount of the asset as a replacement. Where significant parts of property and equipment
are required to be replaced at intervals, the Group recognises such parts as individual assets with
specific useful lives and depreciates them accordingly.

If a property becomes an investment property because its use has changed as evidenced by end of
owner-occupation, any difference between the carrying amount and the fair value of that item at the
date of transfer is recognised in other comprehensive income and accumulated in revaluation reserve.
On the subsequent sale or retirement of the property, the relevant revaluation reserve will be
transferred directly to retained profits.



ANNUAL REPORT 2023 NEWLINK TECHNOLOGY INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2023

3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND
MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

3.2

Material accounting policy information (Continued)

Property and equipment (Continued)

Depreciation is calculated on the straight-line basis to write off the cost of each item of property and
equipment to its residual value over its estimated useful life. The principal annual rates used for this
purpose are as follows:

Buildings Over the shorter of the term of the lease, or 20 years
Electronic equipment and furniture 20%
Leasehold improvements Over the shorter of the term of the lease, or 20%

Where parts of an item of property and equipment have different useful lives, the cost of that item is
allocated on a reasonable basis among the parts and each part is depreciated separately. Residual
values, useful lives and the depreciation method are reviewed, and adjusted if appropriate, at least at
each financial year end.

An item of property and equipment is derecognised upon disposal or when no future economic
benefits are expected from the continued use of the asset. Any gain or loss arising on the disposal or
retirement of an item of property, plant and equipment is determined as the difference between the
sales proceeds and the carrying amount of the asset and is recognised in profit or loss.

Investment property
Investment properties are properties held to earn rentals and/or for capital appreciation.

Investment properties are initially measured at cost, including any directly attributable expenditure.
Subsequent to initial recognition, investment properties are measured at fair value, adjusted to exclude
any prepaid or accrued operating lease income.

Gains or losses arising from changes in the fair value of investment properties are included in profit or
loss for the period in which they arise.

An investment property is derecognised upon disposal or when the investment property is permanently
withdrawn from use and no future economic benefits are expected from its disposal. Any gain or loss
arising on derecognition of the property (calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included in profit or loss in the period in which the
property is derecognised.
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3.2

Material accounting policy information (Continued)

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible
assets acquired in a business combination is the fair value at the date of acquisition. The useful lives of
intangible assets are assessed to be either finite or indefinite. Intangible assets with finite lives are
subsequently amortised over the useful economic life and assessed for impairment whenever there is
an indication that the intangible asset may be impaired. The amortisation period and the amortisation
method for an intangible asset with a finite useful life are reviewed at least at each financial year end.

Software
Purchased software is stated at cost less any impairment losses and amortised on the straight-line basis
over its estimated useful life of five years.

Research and development costs
Expenditure on research activities is recognised as expense in the period in which it is incurred.

Expenditure incurred on projects to develop new products is capitalised and deferred only when the
Group can demonstrate the technical feasibility of completing the intangible asset so that it will be
available for use or sale, its intention to complete and ability to use or sell the asset, how the asset will
generate future economic benefits, the availability of resources to complete the project and the
Group’s ability to measure reliably the expenditure during the development. Product development
expenditure which does not meet these criteria is expensed in the period in which it is incurred.

Deferred development costs are stated at cost less any impairment losses and are amortised using the
straight-line basis over the commercial lives of the underlying products not exceeding three years,
commencing from the date when the products are put into commercial production.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period of time to get ready for their intended use
or sale, are added to the cost of those assets until such time as the assets are substantially ready for
their intended use or sale.

Any specific borrowing that remain outstanding after the related asset is ready for its intended use or
sale is included in the general borrowing pool for calculation of capitalisation rate on general
borrowings. Investment income earned on the temporary investment of specific borrowings pending
their expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
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3.2

Material accounting policy information (Continued)

Impairment of property and equipment, right-of-use assets and intangible assets excluding
goodwill

At each reporting date, the Group reviews the carrying amounts of its property and equipment,
right-of-use assets and intangible assets to determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is
estimated to determine the extent of the impairment loss (if any). Where the asset does not generate
cash flows that are independent from other assets, the Group estimates the recoverable amount of the
cash-generating unit to which the asset belongs. When a reasonable and consistent basis of allocation
can be identified, corporate assets are also allocated to individual cash-generating units, or otherwise
they are allocated to the smallest group of cash-generating units for which a reasonable and consistent
allocation basis can be identified.

Intangible assets with an indefinite useful life or are not yet available for use are not subject to
depreciation or amortisation and are tested for impairment at least annually and whenever there is an
indication at the end of a reporting period that the asset may be impaired.

Recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing value
in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the
asset for which the estimates of future cash flows have not been adjusted.

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

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating
unit) is increased to the revised estimate of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have been determined had no impairment
loss been recognised for the asset (or cash-generating unit) in prior years. A reversal of an impairment
loss is recognised immediately in profit or loss to the extent that it eliminates the impairment loss
which has been recognised for the asset in prior years. Any increase in excess of this amount is treated
as a revaluation increase.
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3.2

Material accounting policy information (Continued)

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair
value through other comprehensive income (“FVTOCI”), and fair value through profit or loss (“FVTPL").

The classification of financial assets at initial recognition depends on the financial asset’s contractual
cash flow characteristics and the Group’s business model for managing them. With the exception of
trade receivables that do not contain a significant financing component or for which the Group has
applied the practical expedient of not adjusting the effect of a significant financing component, the
Group initially measures a financial asset at its fair value, plus in the case of a financial asset not at
FVTPL, transaction costs. Trade receivables that do not contain a significant financing component or for
which the Group has applied the practical expedient are measured at the transaction price determined
under HKFRS 15 in accordance with the policies set out for “Revenue from contracts with customers”
below.

In order for a financial asset to be classified and measured at amortised cost or FVTOCI, it needs to
give rise to cash flows that are solely payments of principal and interest (“SPPI”) on the principal
amount outstanding. Financial assets with cash flows that are not SPPI are classified and measured at
FVTPL, irrespective of the business model.

The Group’s business model for managing financial assets refers to how it manages its financial assets
in order to generate cash flows. The business model determines whether cash flows will result from
collecting contractual cash flows, selling the financial assets, or both. Financial assets classified and
measured at amortised cost are held within a business model with the objective to hold financial assets
in order to collect contractual cash flows, while financial assets classified and measured at FVTOCI are
held within a business model with the objective of both holding to collect contractual cash flows and
selling. Financial assets which are not held within the aforementioned business models are classified
and measured at FVTPL.

All regular way purchases and sales of financial assets are recognised on the trade date, that is, the
date that the Group commits to purchase or sell the asset. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets within the period generally
established by regulation or convention in the marketplace.
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3.2

Material accounting policy information (Continued)

Investments and other financial assets (Continued)

Subsequent measurement

The subsequent measurement of financial assets depends on their classification as follows:

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using the effective interest method and
are subject to impairment. Gains and losses are recognised in profit or loss when the asset is
derecognised, modified or impaired.

Financial assets at FVTPL
Financial assets at FVTPL are carried in the consolidated statement of financial position at fair value
with net changes in fair value recognised in profit or loss.

This category includes equity investments which the Group had not irrevocably elected to classify at
FVTOCI. Dividends on equity investments classified as financial assets at FVTPL are also recognised as
other income in profit or loss when the right of payment has been established, it is probable that the
economic benefits associated with the dividend will flow to the Group and the amount of the dividend
can be measured reliably.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is primarily derecognised (i.e., removed from the Group’s consolidated statement of financial
position) when:

o the rights to receive cash flows from the asset have expired; or

o the Group has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
“pass-through” arrangement; and either (a) the Group has transferred substantially all the risks
and rewards of the asset, or (b) the Group has neither transferred nor retained substantially all
the risks and rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if and to what extent it has retained the risk and rewards of
ownership of the asset. When it has neither transferred nor retained substantially all the risks and
rewards of the asset, nor transferred control of the asset, the Group continues to recognise the
transferred asset to the extent of the Group’s continuing involvement. In that case, the Group also
recognises an associated liability. The transferred asset and the associated liability are measured on a
basis that reflects the rights and obligations that the Group has retained.
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3.2

Material accounting policy information (Continued)

Impairment of financial assets

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at
the lower of the original carrying amount of the asset and the maximum amount of consideration that
the Group could be required to repay.

The Group recognises an allowance for expected credit losses (“ECL") for all debt instruments not held
at FVTPL. ECL are based on the difference between the contractual cash flows due in accordance with
the contract and all the cash flows that the Group expects to receive, discounted at an approximation
of the original effective interest rate. The expected cash flows will include cash flows from the sale of
collateral held or other credit enhancements that are integral to the contractual terms.

General approach

ECL is recognised in two stages. For credit exposures for which there has not been a significant
increase in credit risk since initial recognition, ECL is provided for credit losses that result from default
events that are possible within the next 12 months (a 12-month ECL). For those credit exposures for
which there has been a significant increase in credit risk since initial recognition, a loss allowance is
required for credit losses expected over the remaining life of the exposure, irrespective of the timing of
the default (a lifetime ECL).

At each reporting date, the Group assesses whether the credit risk on a financial instrument has
increased significantly since initial recognition. When making the assessment, the Group compares the
risk of a default occurring on the financial instrument as at the reporting date with the risk of a default
occurring on the financial instrument as at the date of initial recognition and considers reasonable and
supportable information that is available without undue cost or effort, including historical and
forward-looking information.

The Group considers a financial asset in default when contractual payments are 180 days past due.
However, in certain cases, the Group may also consider a financial asset to be in default when internal
or external information indicates that the Group is unlikely to receive the outstanding contractual
amounts in full before taking into account any credit enhancements held by the Group. A financial
asset is written off when there is no reasonable expectation of recovering the contractual cash flows.
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3.2

Material accounting policy information (Continued)

General approach (Continued)

Financial assets at amortised cost are subject to impairment under the general approach and they are
classified within the following stages for measurement of ECL except for trade receivables and contract
assets which apply the simplified approach as detailed below.

Stage 1 Financial instruments for which credit risk has not increased significantly
since initial recognition and for which the loss allowance is measured at an
amount equal to 12-month ECL.

Stage 2 Financial instruments for which credit risk has increased significantly since
initial recognition but that are not credit-impaired financial assets and for
which the loss allowance is measured at an amount equal to lifetime ECL.

Stage 3 Financial assets that are credit-impaired at the reporting date (but that are
not purchased or originated credit-impaired) and for which the loss
allowance is measured at an amount equal to lifetime ECL.

Simplified approach

For trade receivables and contract assets that do not contain a significant financing component or
when the Group applies the practical expedient of not adjusting the effect of a significant financing
component, the Group applies the simplified approach in calculating ECL. Under the simplified
approach, the Group does not track changes in credit risk, but instead recognises a loss allowance
based on lifetime ECL at each reporting date. The Group has used a loss rate approach and develops
loss-rate statistics on the basis of the amount expected to be written off over the life of the financial
assets by reference to the credit rating of the customers, and then adjust these loss trends for current
conditions and expectations about the future.

For trade receivables and contract assets that contain a significant financing component, the Group
chooses as its accounting policy to adopt the simplified approach in calculating ECL with policies as
described above.

131



132

NEWLINK TECHNOLOGY INC. ANNUAL REPORT 2023

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2023

3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND
MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

3.2

Material accounting policy information (Continued)

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit
or loss, loans and borrowings, or payables, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and
payables, net of directly attributable transaction costs.

The Group’s financial liabilities include trade payables, other payables and accruals, interest-bearing
bank borrowings and lease liabilities.

Subsequent measurement
The measurement of financial liabilities depends on their classification as described below:

Financial liabilities at amortised cost (loans and borrowings)

After initial recognition, interest-bearing loans are subsequently measured at amortised cost using the
effective interest rate (“EIR”) method unless the effect of discounting would be immaterial, in which
case they are stated at cost. Gains and losses are recognised in profit or loss when the liabilities are
derecognised as well as through the EIR amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or
costs that are an integral part of the EIR. The EIR amortisation is included as finance costs in profit or
loss.

Derecognition of financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or
expires.

When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and a recognition of a new liability,
and the difference between the respective carrying amounts is recognised in profit or loss.
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3.2

Material accounting policy information (Continued)

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the consolidated
statement of financial position when there is a legally enforceable right to offset the recognised
amounts and there is an intention to settle on a net basis or to realise the assets and settle the
liabilities simultaneously. The legally enforceable right must not be contingent on future events and
must be enforceable in the normal course of business and in the event of default, insolvency or
bankruptcy of the company or the counterparty.

Income tax

Income tax comprises current tax and deferred tax. Income tax relating to items recognised outside
profit or loss is recognised outside profit or loss, either in other comprehensive income or directly in
equity.

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to
the taxation authorities, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of each reporting period, taking into consideration interpretations and practices
prevailing in the countries in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary differences at the end of each
reporting period between the tax bases of assets and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

o when the deferred tax liability arises from the initial recognition of goodwill or an asset or
liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; and

o in respect of taxable temporary differences associated with investments in subsidiaries, when the
timing of the reversal of the temporary differences can be controlled and it is probable that the
temporary differences will not reverse in the foreseeable future.

133



134

NEWLINK TECHNOLOGY INC. ANNUAL REPORT 2023

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2023

3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND
MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

3.2

Material accounting policy information (Continued)

Income tax (Continued)

Deferred tax assets are recognised for all deductible temporary differences, and the carry forward of
unused tax credits and any unused tax losses. Deferred tax assets are recognised to the extent that it is
probable that taxable profit will be available against which the deductible temporary differences, and
the carry forward of unused tax credits and unused tax losses can be utilised, except:

o when the deferred tax asset relating to the deductible temporary differences arises from the
initial recognition of an asset or liability in a transaction that is not a business combination and,
at the time of the transaction, affects neither the accounting profit nor taxable profit or loss;
and

o in respect of deductible temporary differences associated with investments in subsidiaries,
deferred tax assets are only recognised to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profit will be available to
allow all or part of the deferred tax asset to be utilised. Unrecognised deferred tax assets are
reassessed at the end of each reporting period and are recognised to the extent that it has become
probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to
be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of each reporting period.

For the purposes of measuring deferred tax liabilities and deferred tax assets for investment properties
that are measured using the fair value model, the carrying amounts of such properties are presumed to
be recovered entirely through sale, unless the presumption is rebutted. The presumption is rebutted
when the investment property is depreciable and is held within a business model whose objective is to
consume substantially all of the economic benefits embodied in the investment property over time,
rather than through sale. The directors reviewed the Group’s investment property portfolios and
concluded that none of the Group’s investment properties are held under a business model whose
objective is to consume substantially all of the economic benefits embodied in the investment
properties over time, rather than through sale. Therefore, the directors have determined that the ‘sale’
presumption set out in the amendments to HKAS 12 is not rebutted. As a result, the Group has not
recognised any deferred taxes on changes in fair value of the investment properties as the Group is not
subject to any income taxes on the fair value changes of the investment properties on disposal.

For the purposes of measuring deferred tax for leasing transactions in which the Group recognises the
right-of-use assets and the related lease liabilities, the Group first determines whether the tax
deductions are attributable to the right-of-use assets or the lease liabilities.
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Material accounting policy information (Continued)

Income tax (Continued)

For leasing transactions in which the tax deductions are attributable to the lease liabilities, the Group
applies HKAS 12 requirements to right-of-use assets and lease liabilities separately. The Group
recognises a deferred tax asset related to lease liabilities to the extent that it is probable that taxable
profit will be available against which the deductible temporary differences can be utilised and a
deferred tax liability for all taxable temporary differences.

Deferred tax assets and deferred tax liabilities are offset if and only if the Group has a legally
enforceable right to set off current tax assets and current tax liabilities and the deferred tax assets and
deferred tax liabilities relate to income taxes levied by the same taxation authority on either the same
taxable entity or different taxable entities which intend either to settle current tax liabilities and assets
on a net basis, or to realise the assets and settle the liabilities simultaneously, in each future period in
which significant amounts of deferred tax liabilities or assets are expected to be settled or recovered.

Employee benefits

Pension scheme

The Group’s employer contributions vest fully with the employees when contributed into the MPF
Scheme, except for the Group’s employer voluntary contributions, which are refunded to the Group
when the employee leaves employment prior to the contributions vesting fully, in accordance with the
rules of the MPF Scheme.

The employees of the Group’s subsidiaries which operate in Mainland China are required to participate
in a central pension scheme operated by the local municipal government. The subsidiaries operating in
Mainland China are required to contribute a certain percentage of their payroll costs to the central
pension scheme. The contributions are charged to profit or loss as they become payable in accordance
with the rules of the central pension scheme.

Housing fund — Mainland China
The Group contributes on a monthly basis to a defined contribution housing fund plan operated by the
local municipal government. Contributions to this plan by the Group are expensed as incurred.
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4. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, which are described in Note 3, the directors of the
Company are required to make judgements, estimates and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other sources. The estimates and underlying assumptions are
based on historical experience and other factors that are considered to be relevant. Actual results may differ
from these estimates.

The estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that period,
or in the period of the revision and future periods if the revision affects both current and future periods.

Deferred taxation on investment properties

For the purposes of measuring deferred tax arising from investment properties that are measured using the
fair value model, the directors have reviewed the Group's investment property portfolios and concluded that
the Group’s investment properties are not held under a business model whose objective is to consume
substantially all of the economic benefits embodied in the investment properties over time. Therefore, in
determining the deferred taxation on investment properties, the directors have determined that the
presumption that the carrying amounts of investment properties measured using the fair value model are
recovered entirely through sale is not rebutted. The Group has not recognised any deferred tax on changes in
fair value of investment properties as the Group is not subject to any income taxes on the fair value changes
of the investment properties on disposal.

Key sources of estimation uncertainty

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

Revenue from contracts with customers

For the contracts with a fixed price, the Group recognises revenue from software development services based
on the actual direct costs incurred relative to the total expected costs to be incurred to satisfy the
performance obligations of an individual contract. Total expected costs and their corresponding contract
revenue require estimations from management based on understanding of the performance of the contract,
quotations from suppliers and subcontractors, and the Group’s historical experience. Due to the nature of the
activity undertaken in the contracts, the date at which the activity is entered into and the date at which the
activity is completed usually fall into different accounting periods. Hence, the Group reviews and revises the
estimates of both contract revenue and contract costs in the budget prepared for each contract as the
contract progresses. Where the actual contract revenue is less than expected or actual contract costs are more
than expected, a provision for onerous contract may arise.
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Key sources of estimation uncertainty (Continued)

Revenue from contracts with customers (Continued)

In addition, when the Group determines the transaction price, the Group considers factors such as whether
there is any financing component. The Group considers whether the payment schedule is commensurate with
the Group’s performance and whether the delayed payment is for financing purposes. The information about
revenue from contracts with customers are disclosed in Note 6.

Provision for ECL on trade receivables and contract assets

The Group uses a loss rate approach to calculate ECL for trade receivables and contract assets. The loss rates
are based on groupings of various customer segments that have similar loss patterns (i.e., by customer type
and rating).

The Group develops loss-rate statistics on the basis of the amount expected to be written off over the life of
the financial assets by reference to the credit rating of the customers, and then adjust these loss trends for
current conditions and expectations about the future. For instance, if forecast economic conditions are
expected to deteriorate over the next year which can lead to an increased number of defaults, the determined
loss-rate is adjusted. At each reporting date, the loss-rate statistics are updated and changes in the
forward-looking estimates are analysed.

The assessment of the correlation among the loss-rate statistics, forecast economic conditions and ECL is a
significant estimate. The amount of ECLs is sensitive to changes in circumstances and forecast economic
conditions. The Group’s expected default data and forecast of economic conditions may also not be
representative of a customer’s actual default in the future. The information about the ECLs on the Group's
trade receivables and contract assets is disclosed in Notes 24 and 25 to the consolidated financial statements,
respectively.

Leases — Estimating the incremental borrowing rate

Where the Group cannot readily determine the interest rate implicit in a lease, it uses an incremental
borrowing rate (“IBR”) to measure lease liabilities. The IBR is the rate of interest that the Group would have
to pay to borrow over a similar term, and with a similar security, the funds necessary to obtain an asset of a
similar value to the right-of-use asset in a similar economic environment. The IBR therefore reflects what the
Group “would have to pay”, which requires estimation when no observable rates are available (such as for
subsidiaries that do not enter into financing transactions) or when it needs to be adjusted to reflect the terms
and conditions of the lease (for example, when leases are not in the subsidiary’s functional currency). The
Group estimates the IBR using observable inputs (such as market interest rates) when available and is required
to make certain entity-specific estimates (such as the subsidiary’s stand-alone credit rating). Details of the
lease calculation are disclosed in Note 16.
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Key sources of estimation uncertainty (Continued)

Development costs

Development costs are capitalised in accordance with the material accounting policy information for research
and development costs in Note 3.2 to the consolidated financial statements. Determining the amounts to be
capitalized requires management to make assumptions regarding the expected future economic benefits of
the assets, and the expected period of benefits. At the end of each reporting period, the Group reviews the
carrying amounts of its intangible assets to determine whether there is any indication that those assets have
suffered an impairment loss. As at 31 December 2023, the carrying amount of deferred development costs
included in intangible assets was RMB84,034,000 (2022: RMB82,488,000).

Impairment of deferred development costs

The Group assesses whether there are any indicators of impairment for deferred development costs at the end
of each reporting period. Deferred development costs are tested for impairment annually and at other times
when such an indicator exists. An impairment exists when the carrying value of an asset exceeds its
recoverable amount, which is its value in use. Deferred development costs not yet available for use are tested
for impairment at least annually, and whenever there is an indication that they may be impaired. Management
must estimate the expected future cash flows from the asset and choose a suitable discount rate in order to
calculate the present value of those cash flows. See Note 20 for further disclosures.

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the recoverable amount of the cash
generating unit (or group of cash-generating units) to which goodwill has been allocated, which is the higher
of the value in use or fair value less costs of disposal. The value in use calculation requires the Group to
estimate the future cash flows expected to arise from the cash-generating unit (or a group of cash-generating
units) and a suitable discount rate in order to calculate the present value. Where the actual future cash flows
are less than expected, or change in facts and circumstances which results in downward revision of future
cash flows or upward revision of discount rate, a material impairment loss or further impairment loss may
arise. Details of the recoverable amount calculation are disclosed in Note 20.

Impairment of property and equipment, right-of-use assets and intangible assets

The management determines whether the Group’s property and equipment, right-of-use assets and intangible
assets are impaired when an indication of impairment exists or when annual impairment testing is required.
This requires an estimation of the recoverable amount of the property and equipment, right-of-use assets and
intangible assets, which is equal to the higher of fair value less costs of disposal or the value in use.
Estimating the value in use requires the management to make an estimate of the expected future cash flows
from the property and equipment, right-of-use assets and intangible assets and also to choose a suitable
discount rate in order to calculate the present value of those cash flows. Any impairment will be charged to
profit or loss. See Note 15, 16 and 19 for further disclosures.

Useful lives of property and equipment, right-of-use assets and intangible assets

The management determines the estimated useful lives of the Group’s property and equipment, right-of-use
assets and intangible assets based on the experience of actual useful lives of assets of similar nature and
functions or expected useful lives of assets, after taking into account of estimated technology life cycle. The
estimated useful lives could be different as a result of technical innovations which could affect the related
depreciation and amortisation charges included in profit or loss. See Note 15, 16 and 19 for further disclosures.
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4. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (CONTINUED)

Key sources of estimation uncertainty (Continued)

Fair values of investment properties

At the end of the reporting period, the Group’s investment properties are carried at a total fair value of
RMB11,105,000 (2022: nil) based on the valuation performed by independent qualified professional valuers.
The determination of the fair value involves certain assumptions of market conditions which are set out in
Note 17.

In relying on the valuation report, the directors have exercised their judgement and are satisfied that the
method of valuation is reflective of the current market conditions. Changes to these assumptions would result
in changes in the fair values of the Group’s investment properties and the corresponding adjustments to the
amount of gain or loss reported in the consolidated statement of profit or loss and other comprehensive
income.

5. OPERATING SEGMENT INFORMATION

The Group’s operating activities are attributable to a single operating and reporting segment focusing
primarily on the provision of IT solution services in Mainland China. This operating segment has been
identified on the basis of internal management reports reviewed by the chief operating decision-makers (the
“CODM"), being the executive directors of the Company. The CODM mainly reviews revenue derived from
provision of software development services, technical and maintenance services and sale of standard software,
which are measured in accordance with the Group’s accounting policies. The financial information reported to
the CODM is reflected through the overall operating performance of the Group for resource allocation and
performance evaluation. Accordingly, no segment information is presented.

Geographical information

During the year, the Group operated within one geographical segment because all of its revenue was
generated in Mainland China and all of its long-term assets/capital expenditure were located/incurred in
Mainland China. Accordingly, no geographical segment information is presented.

Information about major customers

Aggregated revenue of approximately RMB26,630,000 was derived from the following single customer, which
individually accounted for more than 10% of the Group’s total revenue (2022: No revenue was derived from
a single customer of the Group, which accounted for more than 10% of the Group’s total revenue).

2023 2022

RMB’000 RMB’000

Customer 1 26,630 L
Customer 2 * *
Customer 3 * *
& The corresponding revenue of the customer is not disclosed as the revenue individually did not account for 10% or

more of the Group's revenue for the respective year.
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6. REVENUE

Revenue from contracts with customers
(a) Disaggregated revenue information

2023 2022
RMB’000 RMB’000
Types of goods or services
Software development services 179,490 167,241
Technical and maintenance services 37,644 50,597
Sale of standard software 28,361 42,716
Total revenue from contracts with customers 245,495 260,554
Timing of revenue recognition
Goods transferred at a point in time 28,361 42,716
Services transferred over time 217,134 217,838
Total revenue from contracts with customers 245,495 260,554

The following table shows the amounts of revenue recognised in the current reporting period that
were included in the contract liabilities at the beginning of the reporting period:

2023 2022
RMB’000 RMB’000
Revenue recognised that was included in contract
liabilities at the beginning of the reporting period:
Software development services 3,855 270
Technical and maintenance services 2,097 82
5,952 352
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6. REVENUE (CONTINUED)

Revenue from contracts with customers (Continued)

(b)

Performance obligations
Information about the Group’s performance obligations is summarised below:

Software development services
The performance obligation is satisfied over time as services are rendered and payment is generally due
within 30 to 180 days upon issuance of invoice and receipt of acceptance from customers on
milestones as agreed by both parties. A certain percentage of payment is retained by customers until
the end of the retention period.

Technical and maintenance services

The performance obligation is satisfied over time as services are rendered and the credit period granted
to the customers is normally due upon completion of the service, which is normally for periods of one
year or less, or are billed based on the actual time/work incurred, which are due within 30 to 180 days
from the date of billing.

Sale of standard software

The performance obligation is satisfied upon acceptance of software and payment is generally due
within 30 to 180 days from acceptance by customers, except for new customers, where payment in
advance is normally required.

The amounts of transaction prices allocated to the remaining performance obligations (unsatisfied or
partially unsatisfied) as at 31 December are as follows:

2023 2022
RMB’000 RMB’'000

Amounts expected to be recognised as revenue:
Within one year 55,543 57,635
After one year 20,273 2,517
75,816 60,152

The amounts of transaction prices allocated to the remaining performance obligations which are
expected to be recognised after one year relate to software development services and technical
services, of which the performance obligations are to be satisfied within two years. All the other
amounts of transaction prices allocated to the remaining performance obligations are expected to be
recognised as revenue within one year. The amounts disclosed above do not include variable
consideration which is constrained and revenue that will be recognised using the right to invoice
practical expedient.
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7. OTHER INCOME AND GAINS

2023 2022

RMB’000 RMB’000

Bank interest income 8,944 3,440
Rental income 332 -
Value Added Tax (“VAT") refunds and other tax subsidies (Note) 1,234 5,798
Waiver of trade payables - 1,306
Others 59 138
10,569 10,682

Note: Refunds of VAT on software products represent the refund upon payment of VAT with respect to the portion of any
effective VAT rate in excess of 3% in respect of software product sales of the Group pursuant to the principles of
the State Council document entitled “Certain Policies to Encourage the Development of Software Enterprise and the

IC Industry” and the approval of the state taxation authorities.

8. FINANCE COSTS

2023 2022

RMB’000 RMB’000

Interest expense on interest-bearing bank borrowings 72 894
Interest on lease liabilities (Note 16(b)) 1,251 382
1,323 1,276
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The Group's (loss)/profit before tax is arrived at after charging/(crediting):

2023 2022
Note RMB’000 RMB’000
Cost of inventories sold and services rendered 208,404 190,095
Research and development expenses:
Deferred expenditure amortised (Note (i) 19 29,475 8,101
Current year expenditure 12,840 11,047
42,315 19,148
Employee benefit expense (including directors’ and chief
executives’ remuneration): 11
Wages and salaries 143,442 102,747
Pension scheme contributions (defined contribution
scheme) (Note (ii)) 24,662 16,981
168,104 119,728
Auditors’ remuneration 1,530 1,500
Gross rental income from investment properties (332) -
Less: direct operating expenses for investment properties
that generated rental income during the year 19 -
direct operating expenses for investment properties
that did not generated rental income during the year 49 -
Net rental income (264) -
Depreciation of property and equipment 15 3,099 2,159
Depreciation of right-of-use assets 16(a) 7,347 4,804
Amortisation of intangible assets (Note (i) 19 43,247 19,432
Impairment losses recognised for trade receivables 24 26,673 9,173
Impairment losses (reversed)/recognised for contract assets 25 (967) 213
Impairment loss on investment in an associate 21 2,310 -
Loss on disposal of an associate - 17
Foreign exchange differences, net (Note (iii)) 906 1,827
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10.

(LOSS)/PROFIT BEFORE TAX (CONTINUED)

Notes:

(i) The amortisation of deferred development costs is included in the amortisation of intangible assets. The amortisation
of intangible assets for the year is included in cost of sales, selling and distribution expenses, administrative
expenses and research and development expenses in the consolidated statement of profit or loss and other
comprehensive income.

(ii) There are no forfeited contributions that may be used by the Group as the employer to reduce the existing level of
contributions.

(iii) Included in “other expenses” in the consolidated statement of profit or loss and other comprehensive income.

INCOME TAX (CREDIT)/EXPENSE

The amount of taxation in the consolidated statement of profit or loss and other comprehensive income
represents:

2023 2022
RMB’000 RMB'000

Current income tax:
Hong Kong (599) 572
PRC Enterprise Income Tax (“EIT") (4,439) 3,625
(5,038) 4,197
Deferred tax (Note 31) 3,751 (841)
(1,287) 3,356

The Group is subject to income tax on an entity basis on profits arising in or derived from the jurisdictions in
which members of the Group are domiciled and operate.

The Company was incorporated in the Cayman Islands as an exempted company with limited liability under
the Companies Law of the Cayman Islands and accordingly is not subject to income tax.

Pursuant to the PRC on EIT Law and the respective regulations, the subsidiaries in Mainland China are subject
to income tax at a statutory rate of 25% during the period, except for certain subsidiaries which obtained the
“High and New Technology Enterprise” qualification with preferential tax rate of 15% (2022: 15%).

Under the two-tiered profits tax rates regime of Hong Kong Profits Tax, the first HK$2 million of profits of the
qualifying group entity will be taxed at 8.25%, and profits above HK$2 million will be taxed at 16.5%. The
profits of group entities not qualifying for the two-tiered profits tax rates regime will continue to be taxed at
a flat rate of 16.5%. During the years ended 31 December 2023 and 2022, no provision for Hong Kong
Profits Tax has been made since no assessable profits has been generated by the Group.
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For the year ended 31 December 2023

INCOME TAX (CREDIT)/EXPENSE (CONTINUED)

The income tax (credit)/expense for the year can be reconciled to the (loss)/profit before tax at the statutory
rate of Mainland China (i.e., 25%) where the main operating entity is domiciled to the tax expense at the
effective tax rate, and a reconciliation of the applicable rate (i.e., the statutory tax rate) to the effective tax
rate, are as follows:

2023 2022
RMB’000 RMB’'000
(Loss)/profit before tax (70,971) 20,795
Tax at the statutory tax rate (17,742) 5,199
Effect of different tax rates for subsidiaries operating
in other jurisdictions 5,252 (3,608)
Tax effect of expenses not deductible for tax purposes 4,468 2,141
Tax effect of income not taxation for tax purpose (2,779) (1,660)
Recognition/utilisation of previously unrecognised temporary
differences/tax losses 11,833 2,501
Super deduction for research and development expenses (2,319) (1,217)
Income tax (credit)/expense for the year (1,287) 3,356

Pursuant to the PRC EIT Law, a 10% withholding tax is levied on dividends declared to foreign investors from
the foreign investment enterprises established in Mainland China. The requirement is effective from 1 January
2008 and applies to earnings after 31 December 2007. A lower withholding tax rate may be applied if there
is a tax treaty between Mainland China and the jurisdiction of the foreign investors. For the Group, the
applicable rate is 10%. The Group is therefore liable for withholding taxes on dividends distributed by those
subsidiaries established in Mainland China in respect of earnings generated from 1 January 2008.

As at 31 December 2023, no deferred tax liability has been recognised for withholding taxes that would be
payable on the unremitted earnings that are subject to withholding taxes of the Group’s subsidiaries
established in Mainland China. In the opinion of the directors, the Group’s earnings will be retained in
Mainland China for the expansion of the Group’s operation, so it is not probable that these subsidiaries will
distribute such earnings in the foreseeable future. The total amount of temporary difference associated with
the investments in subsidiaries in Mainland China for which deferred tax liabilities have not been recognised
was approximately RMB39,133,000 as at 31 December 2023 (2022: RMB120,486,000).

According to the relevant laws and regulations promulgated by the State Tax Bureau of the PRC, enterprises
engaging in research and development activities are entitled to claim 150% of the research and development
expenses from 1 January 2008 to 31 December 2017, and 200% of the research and development expenses
from 1 January 2023 to 31 December 2023 as tax deductible expense (from 1 January 2018 to 31 December
2022: 175%).
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11. DIRECTORS’ AND CHIEF EXECUTIVE'S REMUNERATION

The remuneration of each director and chief executive for the years ended 31 December 2023 and 2022,
disclosed pursuant to the Listing Rules, section 383(1)(a), (b), (c) and (f) of the Hong Kong Companies
Ordinance and Part 2 of the Companies (Disclosure of Information about Benefits of Directors) Regulation, is
set out below:

For the year ended 31 December 2023

Salaries,
allowances Pension
and benefits Discretionary scheme
Name Fees in kind bonus contributions Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Executive directors:
Mr. Zhai Shuchun
(Chief Executive Officer) - 1,326 - 121 1,447
Ms. Qin Yi - 626 - 78 704
Mr. Li Xiaodong - 124 - 21 145
- 2,076 - 220 2,296
Independent non-executive
directors:
Mr. Tang Baoqi 108 - - - 108
Mr. Ye Jinfu (Note (a)) 100 - - - 100
Mr. You Linfeng (Note (a)) 8 - - - 8
Ms. Yang Juan 108 - - - 108

324 - - - 324
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For the year ended 31 December 2023

DIRECTORS’ AND CHIEF EXECUTIVE’'S REMUNERATION (CONTINUED)
For the year ended 31 December 2022

Salaries,
allowances Pension
and benefits  Discretionary scheme
Name Fees in kind bonus  contributions Total
RMB'000 RMB'000 RMB’000 RMB’000 RMB’'000
Executive directors:
Mr. Zhai Shuchun
(Chief Executive Officer) - 926 - 116 1,042
Ms. Qiao Huimin (Note (b)) - 661 - 64 725
Ms. Qin Yi - 641 - 62 703
Mr. Li Xiaodong - 143 - 18 161
- 2,371 B 260 2,631
Independent non-executive
directors:
Mr. Tang Baoqi 103 = = = 103
Mr. Ye Jinfu 103 - - - 103
Ms. Yang Juan (Note (c)) 103 - - - 103
309 - - - 309
Notes:
(@) Ms. Ye Jinfu was resigned as independent non-executive director on 4 December 2023 and Mr. You Linfeng was

appointed as independent non-executive director on 4 December 2023.
(b) Ms. Qian Huimin was resigned as chief financial officer and executive director on 5 September 2022.

(0) Ms. Yang Juan was appointed as independent non-executive director on 30 November 2022.
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11.

12.

DIRECTORS’ AND CHIEF EXECUTIVE’'S REMUNERATION (CONTINUED)

The discretionary bonuses for both years were determined with reference to the performance against
corporate objectives, the profit of the Group and the achievement of individual performance targets.

There was no arrangement under which a director or chief executive waived or agreed to waive any
remuneration during the years ended 31 December 2023 and 2022.

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees of the Group during the year included one director (2022: one directors),
details of whose emoluments are set out in Note 11 above. Details of the remuneration for the year of the
remaining four (2022: four) highest paid employees who are neither a director nor chief executive of the
Group are as follows:

2023 2022

RMB’000 RMB’000

Salaries, allowances and benefits in kind 2,295 2,036
Pension scheme contributions 384 406
Bonus 744 940
3,423 3,382

The number of the highest paid employees who are not the director of the Company whose remuneration fell
within the following bands is as follows:

Number of employees

2023 2022

Nil to HK$1,000,000 (equivalent to approximately RMB900,000) 3 4
HK$1,000,001 to HK$1,500,000

(equivalent to approximately RMB900,001 to RMB1,350,000) 1 -

During the years ended 31 December 2023 and 2022, no highest paid employees waived or agreed to waive
any remuneration and no remuneration was paid by the Group to any of the five highest paid employees as
an inducement to join or upon joining the Group or as compensation for loss of office.
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14.

For the year ended 31 December 2023

DIVIDENDS

No dividend in respect of the year ended 31 December 2023 was proposed, approved or paid during the year
ended 31 December 2023.

Subsequent to the end of the year ended 31 December 2022, a final dividend in respect of the year ended 31
December 2022 of HK$0.04 (equivalent to RMB0.037) per ordinary share, in an aggregate amount of
HK$31,461,000 (equivalent to RMB29,090,000), has been proposed by the directors of the Company and the
proposed resolution was passed by the shareholders by way of poll as required by The Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited on 9 June 2023. During the year, the final
dividend amounting to HK$31,368,000 (equivalent to RMB29,062,000) in aggregated was paid to the
shareholders.

(LOSS)/EARNINGS PER SHARE

The calculation of the basic (loss)/earnings per share attributable to owners of the Company is based on the
following data:

(Loss)/earnings

2023 2022
RMB’000 RMB’000
(Loss)/profit for the year attributable to owners of the Company for
the purpose of calculation of basic and diluted (loss)/earnings per
share (69,159) 17,488
Number of shares
2023 2022
Weighted average number of ordinary shares for the purpose of
calculation of basic and diluted (loss)/earnings per share 786,514,400 786,514,400

No diluted loss per share has been presented for both years as there were no potential dilutive ordinary shares
in issue.
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15. PROPERTY AND EQUIPMENT

Electronic
equipment and Leasehold
Buildings furniture  improvements Total
RMB’000 RMB’000 RMB’000 RMB’000

COST
At 1 January 2022 - 4,112 5,322 9,434
Additions - 3,124 202 3,326
Acquired on acquisition of subsidiaries

(Note 36) - 383 - 383
Disposals - (20) - (20)
Disposed on disposal of a subsidiary (Note 37) - (76) - (76)
At 31 December 2022 and

1 January 2023 - 7,523 5,524 13,047
Additions 23,347 904 697 24,948
Disposals - (21) - (21)
Transferred to investment properties (10,968) - - (10,968)
At 31 December 2023 12,379 8,406 6,221 27,006
ACCUMULATED DEPRECIATION
At 1 January 2022 - 1,594 3,552 5,146
Provided for the year - 1,171 988 2,159
Eliminated on disposals - (13) - (13)
Eliminated on disposal of a subsidiary (Note 37) - (15) - (15)
At 31 December 2022 and

1 January 2023 - 2,737 4,540 7,277
Provided for the year 808 1,331 960 3,099
Eliminated on disposals - (20) - (20)
Transferred to investment properties (262) - - (262)
At 31 December 2023 546 4,048 5,500 10,094
CARRYING VALUES
At 31 December 2023 11,833 4,358 721 16,912

At 31 December 2022 - 4,786 984 5,770
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For the year ended 31 December 2023

PROPERTY AND EQUIPMENT (CONTINUED)

The above items of plant and equipment, after taking into account the residual values, are depreciated on a
straight-line basis at the following rates per annum:

Buildings Over the shorter of the term of the lease, or 20 years
Electronic equipment and furniture 20%
Leasehold improvements Over the shorter of the term of the lease, or 20%

During the year, a Group’'s owned property with net carrying amount of RMB10,706,000 (2022: nil) were
transferred to investment property upon commencement of an operation lease to an independent third party.
Fair value of the owner-occupied properties at the date of transfer amounted to RMB11,126,000 (2022: nil),
and a surplus on revaluation of RMB420,000 (2022: nil) was credited to property revaluation reserve.

LEASES

The Group as a lessee

The Group has lease contracts for office buildings used in its operations. They generally have lease terms
between 2 and 5 years. Generally, the Group is restricted from assigning and subleasing the leased assets
outside the Group.

(a) Right-of-use assets
The carrying amounts of the Group’s right-of-use assets and the movements during the year are as

follows:
2023 2022
RMB’'000 RMB’'000
At the beginning of the year 16,907 6,480
Additions 19,797 15,231
Depreciation charge (Note 9) (7,347) (4,804)

At the end of the year 29,357 16,907
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16. LEASES (CONTINUED)

The Group as a lessee (Continued)
(b) Lease liabilities

The carrying amount of lease liabilities and the movements during the reporting period are as follows:

2023 2022
RMB’000 RMB’'000
Carrying amount at 1 January 16,011 5,547
New leases 19,797 15,231
Accretion of interest recognised during the year (Note 8) 1,251 382
Payments (7,686) (5,149)
Carrying amount at 31 December 29,373 16,011
Classified as:
Current liabilities 5,590 2,585
Non-current liabilities 23,783 13,426
29,373 16,011
The maturity analysis of lease liabilities is disclosed in Note 43 to the financial statements.
The amounts recognised in profit or loss in relation to leases are as follows:
2023 2022
RMB’000 RMB’000
Interest on lease liabilities (Note 8) 1,251 382
Depreciation of right-of-use assets (Note 9) 7,347 4,804
Expense relating to short-term leases (included in cost of sales,
administrative expenses, selling and distribution expenses,
and research and development expenses) 2,167 943
Total amount recognised in profit or loss 10,765 6,129

The total cash outflow for leases is disclosed in Note 38 to the consolidated financial statements.

The Group has various contracted, but not provided short-term lease commitments. The future lease
payments for these non-cancellable lease contracts are approximately RMB652,000 (2022:

RMB491,000) due within one year.
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For the year ended 31 December 2023

INVESTMENT PROPERTIES

2023 2022
RMB’000 RMB’'000

At fair value
At beginning of the year - -
Transferred from property and equipment 11,126 -
Decrease in fair value recognised in profit or loss (21) -
At end of the year 11,105 -

The Group leases out various offices and carparks under operating leases with rentals receivable monthly. The
leases typically run for an initial period of 2 years, with unilateral rights to extend the lease beyond the initial
period given to lessees only. A majority of the lease contracts contain market review clauses in the event the
lessee exercises the option to extend.

The lease contracts do not contain residual value guarantee and/or lessee’s option to purchase the property at
the end of lease term.

The Group's property interests held under operating leases to earn rentals purposes are measured using the
fair value model and are classified and accounted for as investment properties.

In determining the fair value of the relevant properties, the Group engages independent qualified professional
valuers to perform the valuation. The management of the Company works closely with the independent
qualified professional valuers to establish the appropriate valuation techniques and inputs to the model.

During the year, an owned-properties have become investment properties because the Group had rented out
the properties to an independent third party to earn rentals. Accordingly, the carrying amount of these
owner-occupied properties have been transferred from property and equipment to investment properties. The
fair value at the date of transfer amounting to RMB11,126,000 (2022: nil) had been arrived at on the basis of
valuation carried out by Asia-Pacific Consulting and Appraisal Limited, independent qualified professional
valuers not connected with the Group. The valuation was arrived at by reference to market evidence of recent
transaction prices for similar properties. The surplus of the fair value over the carrying amounts at the date of
transfer amounting to RMB420,000 (2022: nil) is recognised in property revaluation reserve.
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17.

INVESTMENT PROPERTIES (CONTINUED)

The fair values of the Group’s investment properties as at 31 December 2023 amounting to RMB11,105,000
(2022: nil) have been arrived at on the basis of valuations carried out on that date by Asia-Pacific Consulting
and Appraisal Limited, independent qualified professional valuers, not connected to the Group. The fair values
of the investment properties were determined based on the direct comparison approach by reference to the
comparable sale transactions as available in the relevant market. Market comparison approach rests on the
wide acceptance of the market transactions as the best indicator and pre-supposes that evidence of relevant
transactions in the market place can be extrapolated to similar properties, subject to allowances for variable
factors.

The revaluation gave rise to a loss arising from changes in fair value of RMB21,000 (2022: nil) which has been
included in the consolidated statement of profit or loss and other comprehensive income.

In estimating the fair value of the properties, the highest and best use of the properties is their current use.

The following table gives information about how the fair values of the major investment properties are
determined (in particular, the valuation techniques and key inputs used), as well as the fair value hierarchy
into which the fair value measurements are categorised (Levels 1 to 3) based on the degree to which the
inputs to the fair value measurements are observable.

Relationship
Fair value Valuation techniques and unobservable inputs
Fair value hierarchy  key inputs Significant unobservable inputs to fair value
2023 2022

RMB’000  RMB'000

Office property located 9,664 - Llevel3 Direct comparison approach  Market unit rate, taking into account ~ An increase in the
in Chengdu, Mainland the recent transaction prices for market unit rate used
China similar properties adjusted for would result in an

Car parks spacing located
in Chengdu, Mainland
China

There were no transfers into or out of Level 3 during both years.

1,481 -

Direct comparison approach

nature, location and conditions of
the property, which ranged from
RMB12,941 to RMB14,563 per
square metre (“sqm”) (2022: nil)

Market unit rate, taking into account
the recent transaction prices for
similar properties adjusted for
nature, location and conditions of
the property, which ranged from
RMB137,255 to RMB174,471 each
(2022: nil)

increase in fair value,
and vice versa.

An increase in the
market unit rate used
would result in an
increase in fair value,
and vice versa.
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18.

GOODWILL
RMB’000

COST
At 1 January 2022 _
Recognised on acquisition of subsidiaries (Note 36) 54,970
Derecognised on disposal of a subsidiary (Note 37) (18,246)
At 31 December 2022 and

at 31 December 2023 36,724
ACCUMULATED IMPAIRMENT LOSSES
At 1 January 2022, 31 December 2022 and

31 December 2023 -
CARRYING AMOUNT
At 31 December 2023 36,724
At 31 December 2022 36,724

Particulars regarding impairment testing on goodwill are disclosed in Note 20.
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19. INTANGIBLE ASSETS

Deferred
Software development

licenses costs Total

RMB'000 RMB'000 RMB'000
COST
At 1 January 2022 38,555 26,527 65,082
Acquired on acquisition of subsidiaries (Note 36) 1,504 21,800 23,304
Additions — acquired 28,893 - 28,893
Additions — internal development - 57,123 57,123
Disposed on disposal of a subsidiary (Note 37) - (12,000) (12,000)
At 31 December 2022 and 1 January 2023 68,952 93,450 162,402
Additions — acquired 4,542 - 4,542
Additions — internal development - 31,021 31,021
At 31 December 2023 73,494 124,471 197,965
ACCUMULATED AMORTISATION
At 1 January 2022 10,064 2,861 12,925
Provided for the year 11,331 8,101 19,432
At 31 December 2022 and 1 January 2023 21,395 10,962 32,357
Provided for the year 13,772 29,475 43,247
At 31 December 2023 35,167 40,437 75,604
CARRYING VALUES
At 31 December 2023 38,327 84,034 122,361
At 31 December 2022 47,557 82,488 130,045

The above intangible assets have finite useful lives. Such intangible assets are amortised on a straight-line
basis over the following periods:

Software licenses 5 years
Deferred development costs 3 years
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19.

20.

For the year ended 31 December 2023

INTANGIBLE ASSETS (CONTINUED)

At 31 December 2023, the carrying amount of deferred development costs that are not yet available for use
amounted to approximately RMB22,740,000 (2022: approximately RMB51,411,000). The deferred
development costs that are not yet available for use will not be amortised until its useful life is determined to
be finite. Instead it will be tested for impairment annually and whenever there is an indication that it may be
impaired. Particulars of the impairment testing are disclosed in Note 20.

IMPAIRMENT TESTING ON GOODWILL AND INTANGIBLE ASSETS WITH INDEFINITE
USEFUL LIVES

Intangible assets with indefinite useful lives for which the impairment is assessed individually

The recoverable amount of deferred development costs that are not yet available for use with carrying
amount of approximately RMB15,915,000 (2022: approximately RMB40,841,000) is estimated individually.
The recoverable amount of the deferred development costs that are not yet available for use has been
determined based on its fair value less cost of disposal. The fair value less cost of disposal is estimated using
the Relief-from-Royalty method which assumes that, in lieu of ownership, a third party would be willing to
pay a royalty in order to obtain the rights to use the relevant asset. Key assumptions used in the valuation
included projected future sales over a period of 5 years with a terminal value, royalty rate of 10% (2022:
14%) and a discount rate of 14% (2022: 13%). The carrying amount of deferred development costs that are
not yet available for use does not exceed the recoverable amount based on fair value less costs of disposal
and no impairment has been recognised.

Intangible assets with indefinite useful lives for which the impairment is assessed based on
cash-generating unit to which the assets and the goodwill belong

For the purposes of impairment testing, goodwill and deferred development costs that are not yet available
for use set out in Note 18 and 19 that arose on the acquisition of Neusoft Yuetong are allocated to one
cash-generated unit. The carrying amounts of goodwill and deferred development costs that are not yet
available for use is as follows:

31 December 2023 31 December 2022
Deferred Deferred
development development
costs that costs that
are not yet are not yet
available available
Goodwill for use Goodwill for use
RMB’000 RMB’'000 RMB’000 RMB’000

Neusoft Yuetong 36,724 6,825 36,724 10,570
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20.

IMPAIRMENT TESTING ON GOODWILL AND INTANGIBLE ASSETS WITH INDEFINITE
USEFUL LIVES (CONTINUED)

Intangible assets with indefinite useful lives for which the impairment is assessed based on
cash-generating unit to which the assets and the goodwill belong (Continued)

The recoverable amount of the cash-generated unit is determined based on value-in-use calculations. These
calculations use cash flow projections based on financial forecasts approved by management covering a
five-year period. Cash flows beyond the five-year period are extrapolated using the estimated terminal growth
rates stated below. The key assumptions, revenue growth rate of forecast period and pre-tax discount rate
used for value-in-use calculations are as follows:

Neusoft
Yuetong
Revenue growth rate of forecast period
31 December 2023 5%-20%
31 December 2022 5%-30%
Pre-tax discount rate
31 December 2023 16%
31 December 2022 16%

Management determined the revenue growth rate based on past performance, expectations regarding market
development, and the business model the entity undertakes. The discount rates used are pre-tax and reflect
specific risks relating to cash-generated unit.

The recoverable amount of the cash-generated unit based on the estimated value-in-use calculations was
higher than the carrying amounts (including goodwill and deferred development costs that are not yet
available for use) at 31 December 2023 and 31 December 2022. Accordingly, no provision for impairment loss
for goodwill or deferred development costs that are not yet available for use is considered necessary.

As of 31 December 2023, the recoverable amount of Neusoft Yuetong calculated based on value-in-use
exceeded carrying amount by approximately RMB9,565,000 (2022: approximately RMB18,450,000). Had
revenue for a five-year period been 5% lower or the pre-tax discount rate been 1% higher, the remaining
headroom of Neusoft Yuetong would be decreased to approximately RMB6,565,000 and approximately
RMB2,565,000 respectively (2022: approximately RMB15,450,000 and approximately RMB10,450,000
respectively).
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21.

INVESTMENT IN AN ASSOCIATE

2023 2022
RMB’000 RMB’'000
Cost of investment in associates 6,431 4,000
Acquired on acquisition of subsidiaries - 5,397
Disposal of an associate - (4,000)
Share of post-acquisition profits and other comprehensive income,
net of dividends received 178 1,034
Impairment loss recognised (2,310) -
Share of net assets 4,299 6,431
Particulars of the associate is as follows:
Place of Percentage of
Particulars  incorporation/ ownership interest
of held registration Date of attributable Principal
Name issued shares and business incorporation to the Group activity
2023 2022
It RMEZFERZER AR Ordinary shares PRC/ Mainland 22 February 2022 35 35 Software

Beijing Heshun Huikang
Technology Co., Ltd (Note (i)
("Beijing Heshun")

China

development and
maintenance

The Group's shareholdings in the associate is held through a wholly owned subsidiary of the Company.

Notes:

(i) The English name of the company represents the best effort made by the management of the Company to directly
translate the Chinese name as it does not register any official English name.

Summarised financial information in respect of the Group’s material associate is set out below. The
summarised financial information below represents amounts shown in the associate’s financial statements
prepared in accordance with HKFRSs.
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21.

INVESTMENT IN AN ASSOCIATE (CONTINUED)

Beijing Heshun

2023 2022

RMB’000 RMB’'000

Current assets 11,547 9,419
Non-current assets 4,230 11,416
Current liabilities 3,495 2,462
Non-current liabilities - -
Revenue 23,356 7,374
Profit for the year 507 2,954
Other comprehensive income for the year - -
Total comprehensive income for the year 507 2,954

Dividends received from the associate during the year -

Reconciliation of the above summarised financial information to the carrying amount of the interest in the

associate recognised in the consolidated financial statements:

2023 2022

RMB’000 RMB’000

Net assets of Beijing Heshun 12,282 18,373
Proportion of the Group’s ownership interest in Beijing Heshun 35% 35%
The Group’ share of net assets of Beijing Heshun 4,299 6,431
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22.

23.

For the year ended 31 December 2023

EQUITY INVESTMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

2023 2022
RMB’'000 RMB"000
Unlisted equity investments, at fair value
Beijing Fuhuajiaxin Business Incubator Company Limited
("Fuhuajiaxin”) (Note (i) 21,600 18,400
Advanced Biomed Inc. (“Biomed”) (Note (ii)) 8,500 7,300
Non-current assets (Note (iii)) 30,100 25,700

Notes:

(i)

(iii)

The unlisted equity investment of Fuhuajiaxin represented the Group’s equity interests in a private equity which is
engaged in providing services for the incubation of technological innovation enterprises in China. At 31 December
2023, the fair value of the unlisted equity investment of Fuhuajiaxin was derived based on market approach. The
valuation was carried out by Asia-Pacific Consulting and Appraisal Limited, an independent firm of qualified
professional valuer not connected with the Group.

The unlisted equity investment of Biomed represented the Group’s equity interests in a private equity which is
engaged in the research and development, production, and sale of in vitro diagnostic products in United State of
America. At 31 December 2023, the fair value of the unlisted equity investment of Biomed was derived based on
market approach. The valuation was carried out by Asia-Pacific Consulting and Appraisal Limited, an independent
firm of qualified professional valuer not connected with the Group.

The directors of the Company had elected to designate these investments in equity investments at fair value through
profit or loss.

INVENTORIES

2023 2022
RMB’000 RMB'000

Finished goods 2,169 2,249
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24.

TRADE RECEIVABLES

2023 2022

RMB'000 RMB'000

Trade receivables 261,866 222,834
Less: allowance for expected credit loss (“ECL") (43,317) (16,644)
218,549 206,190

As at 1 January 2022, trade receivables from contracts with customers amounted to approximately
RMB178,724,000.

Trade receivables represented the outstanding invoiced values for software development services, technical
and maintenance services and sale of standard software receivable from the customers.

The Group's trading terms with its customers are mainly on credit. For software development services, the
credit period granted to the customers is normally 30 to 180 days upon issuance of invoice and receipt of
acceptance from customers during the course of contracts. The forms of acceptance evidenced the
satisfaction from the customers of the progress of completion. For the sale of standard software, the credit
period granted to the customers is normally 30 to 180 days after the goods were accepted by the customers,
except for new customers, where payment in advance is normally required. For technical and maintenance
services, the credit period granted to the customers is normally due upon completion of the service or 30 to
180 days from the date of billing.

The Group seeks to maintain strict control over its outstanding receivables and has a credit control
department to minimise the credit risk. Overdue balances are reviewed regularly by senior management. In
view of the aforementioned and the fact that the Group’s trade receivables relate to a number of the largest
state-owned financial institutions, hospitals, state-owned companies and large listed companies in Mainland
China, there is certain concentration of credit risk. The Group does not hold any collateral or other credit
enhancements over its trade receivable balances. Trade receivables are non-interest-bearing.
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24,

TRADE RECEIVABLES (CONTINUED)

The following Is an ageing analysis of the trade receivables as at the end of the reporting periods, based on

the recognition date of gross trade receivables and net of allowance for ECL:

2023 2022
RMB’000 RMB’000
Within 90 days 38,518 31,374
91 to 180 days 13,686 31,609
181 days to 365 days 33,610 54,092
1 year to 2 years 76,845 62,540
2 years to 3 years 49,955 26,575
Over 3 years 5,935 -
218,549 206,190

The movements in the allowance for ECL of trade receivables are as follows:
2023 2022
RMB’000 RMB’000
Balance as at 1 January 16,644 5,863
Arising on acquisition of subsidiaries - 1,608
Allowance for ECL recognised during the year 26,673 9,173
Balance as at 31 December 43,317 16,644

An impairment analysis is performed at each reporting date using a loss rate approach to measure ECL. The
Group develops loss-rate statistics on the basis of the amount expected to be written off over the life of the

financial assets by reference to the credit rating of the customers, and also adjusted these loss trends for
current conditions and expectations about the future. The calculation reflects the probability-weighted
outcome, the time value of money and reasonable and supportable information that is available at the
reporting date about past events, current conditions and forecasts of future economic conditions. Generally,

trade receivables are written off when there is information indicating that the counterparty is in severe

financial difficulty and there is no realistic prospect of future recovery.
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24. TRADE RECEIVABLES (CONTINUED)

Allowance
31 December 2023 Amount ECL rate for ECL
RMB’000 RMB’000

Trade receivables aged:
Within 180 days 52,566 0.69% 362
181 days to 365 days 33,853 0.72% 243
1 to 2 years 81,570 5.79% 4,726
2 to 3 years 67,259 25.73% 17,304
Over 3 years 26,618 77.70% 20,682
261,866 43,317
Allowance
31 December 2022 Amount ECL rate for ECL
RMB’000 RMB'000

Trade receivables aged:
Within 180 days 63,686 1.11% 704
181 days to 365 days 54,880 1.44% 788
1 to 2 years 69,321 9.78% 6,781
2 to 3 years 34,947 23.95% 8,371

222,834 16,644
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25.

CONTRACT ASSETS

31 December 31 December 1 January
2023 2022 2022
RMB’000 RMB’000 RMB’000
Contract assets 120,683 118,817 66,676
Less: allowance for ECL (820) (1,787) (1,574)
119,863 117,030 65,102

Classified as:
Current assets 118,851 113,178 64,066
Non-current assets 1,012 3,852 1,036
119,863 117,030 65,102

The amount of contract assets expected to be recovered after more than one year is RMB1,012,000 (2022:
RMB3,852,000), all of which relates to retentions receivables. Retention receivables represent certified
contract payments in respect of works performed, for which payments are withheld by customers for
retention purposes, and the amount retained is withheld on each payment up to a maximum amount
calculated on a prescribed percentage of the contract sum.

Contract assets are initially recognised for revenue earned from software development services as the receipt
of consideration is conditional on the successful acceptance by the customers. Upon completion of the
contracts and acceptance by the customer, the amounts recognised as contract assets are reclassified to trade
receivables. The increase in contract assets in 2023 and 2022 were the result of the increase in software

development services at the end of the year.
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25.

CONTRACT ASSETS (CONTINUED)

The movements in the allowance of ECL of contract assets are as follows:

2023 2022

RMB’000 RMB'000

Balance as at 1 January 1,787 1,574
(Reversal of)/allowance of ECL recognised during the year (967) 213
Balance as at 31 December 820 1,787

An impairment analysis is performed at each reporting date using a loss rate approach to measure ECL. The
loss rates for the measurement of the ECL of the contract assets are based on those of the trade receivables
as the contract assets and the trade receivables are from the same customer bases. These loss trends
determined by referencing to credit rating data are then adjusted for current conditions and expectations
about the future. The calculation reflects the probability-weighted outcome, the time value of money and
reasonable and supportable information that is available at the reporting date about past events, current
conditions and forecasts of future economic conditions.

Set out below is the information about the credit risk exposure on the Group’s contract assets based on
loss-rate statistics:

2023 2022
ECL rate 0.68% 1.50%
Gross carrying amount (RMB’000) 120,683 118,817

Allowance of ECL (RMB’000) 820 1,787
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For the year ended 31 December 2023

PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

2023 2022
RMB’000 RMB’000
Prepayments 2,631 1,628
Deposits 2,211 1,777
Deposits and other receivables 7,840 4,850
12,682 8,255

Classified as:
Current assets 10,471 6,478
Non-current assets 2,211 1,777
12,682 8,255

At the end of each reporting period, the amounts due from non-trade debtors were unsecured and
interest-free. None of the above assets was either past due or impaired. The financial assets included in the
above balances relate to receivables for which there was no recent history of default.

The credit exposures of the above balances have no significant increase in credit risk since initial recognition,
the Group is required to provide for 12-month ECL. In calculating the ECL rate, the Group considers the
historical loss rate and adjusts for forward looking macroeconomic data. During the reporting period, the
Group estimated the ECL for the above receivables to be insignificant.
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27. BANK BALANCES AND CASH, RESTRICTED BANK DEPOSITS AND PLEDGED DEPOSITS

2023 2022
RMB’000 RMB’000
Bank balances and cash, restricted bank deposits and
pledged deposits 330,554 414,472
Less:
Pledged deposits (96) (222)
Cash and cash equivalents per the consolidated statement
of cash flows 330,458 414,250
Denominated in:
RMB 120,967 180,105
us$ 180,001 688
HK$ 29,586 233,679

The RMB is not freely convertible into other currencies, however, under Mainland China’s Foreign Exchange

Control Regulations and Administration of Settlement, Sale and Payment of Foreign Exchange Regulations,

the Group is permitted to exchange RMB for other currencies through banks authorised to conduct foreign

exchange business.

Cash at banks earns interest at floating rates based on daily bank deposit rates. The bank balances are

deposited with creditworthy banks with no recent history of default.

28. TRADE PAYABLES

The aging analysis of trade payables at the end of the reporting periods, based on the invoice date is as

follows:

2023 2022

RMB’000 RMB’000

Within 3 months 31,979 3,854
3 to 6 months 5,248 1,667
6 months to 1 year 16,854 2,537
Over 1 year 17,660 15,608
71,741 23,666
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29.

30.

31.

For the year ended 31 December 2023

CONTRACT LIABILITIES

The Group has recognised the following revenue-related contract liabilities, which represented the unsatisfied
performance obligations as at 31 December that are expected to be recognised within one year:

31 December 31 December 1 January

2023 2022 2022

RMB’000 RMB’000 RMB’000

Software development services 11,312 8,557 485
Technical and maintenance services 3,100 1,418 131
14,412 9,975 616

Contract liabilities include short-term advances received to provide software development services and
technical and maintenance services. The increase in contract liabilities in 2023 and 2022 were mainly due to
increase in short-term advances received from customers in relation to the provision of software development
services and technical and maintenance services at the end of the year.

OTHER PAYABLES AND ACCRUALS

2023 2022

RMB’000 RMB’000

Other payables 3,247 2,721
Accrued staff costs 1,215 4,370
Other tax payables 6,015 2,166
10,477 9,257

DEFERRED TAXATION

For the purpose of presentation in the consolidated statement of financial position, certain deferred tax assets
and liabilities have been offset. The following is the analysis of the deferred tax balances for financial
reporting purposes:

2023 2022

RMB’000 RMB'000

Deferred tax assets 694 4,282
Deferred tax liabilities (3,745) (3,577)

(3,051) 705
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31. DEFERRED TAXATION (CONTINUED)

The following are the major deferred tax assets/(liabilities) recognised and movements thereon during the

current and prior years:

Book-tax
difference of Fair value
amortisation adjustments
of intangible ECL on equity
assets provisions investments Total
RMB’000 RMB’000 RMB’000 RMB’000
At 31 December 2022 218 1,116 - 1,334
Arising on acquisition of subsidiaries (1,470) - - (1,470)
Credit/(charge) to profit or loss 603 2,345 (2,107) 841
At 31 December 2022 (649) 3,461 (2,107) 705
Charge to profit or loss (331) (2,767) (658) (3,756)
At 31 December 2023 (980) 694 (2,765) (3,051)

The Group has tax losses arising in Mainland China of RMB84,155,000 (2022: RMB12,178,000) that will
expire in one to five years for offsetting against future taxable profits. Deferred tax assets have not been
recognised in respect of these losses as they have arisen in subsidiaries that have been loss-making for some

time.

32. INTEREST-BEARING BANK BORROWINGS

2023 2022
Effective Effective
interest interest
rate (%) Maturity RMB’'000 rate (%) Maturity RMB’000
Current
Bank loans — unsecured 3.85 2024 8,005 3.55-4.6 2023 19,000
2023 2022
RMB’000 RMB’000
The carrying amounts of the above borrowings are repayable:
Within one year 8,005 19,000
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33.

34.

For the year ended 31 December 2023

CONTINGENT CONSIDERATION

RMB’000
At 1 January 2022 -
Arising on acquisition of subsidiaries (Note 36) 30,810
Fair value change recognised in profit or loss 2,740
Disposal of a subsidiary (Note 37) (11,740)
At 31 December 2022 and 1 January 2023 21,810
Fair value change recognised in profit or loss (810)
At 31 December 2023 21,000

The contingent consideration for the acquisition of Neusoft Yuetong requires the Group to pay the sellers
remaining consideration not exceeding RMB31,515,151 in cash, depending on the audited net profit and the
revenue from a principal business for the calendar years 2022, 2023 and 2024 meet specified targets.
RMB19,070,000 represents the estimated fair value of this obligation on 14 July 2022 (Note 36).

The potential undiscounted amount of all future payments that the Group could be required to make under
this arrangement is between RMBO and RMB31,515,151.

The contingent consideration was valued by Asia-Pacific Consulting and Appraisal Limited, an independent
qualified professional valuers not connected to the Group, at 31 December 2023, using the income approach.
Included in profit or loss for the year was RMB810,000 decrease in fair value of contingent consideration at
31 December 2023 (from 14 July 2022 to 31 December 2022: RMB2,740,000).

SHARE CAPITAL

2023 2022
RMB’000 RMB’000

Authorised:
50,000,000,000 ordinary shares of US$0.000001 each 349 349

Issued and fully paid:
786,514,400 ordinary shares of US$0.000001 each 5 5
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34.

35.

SHARE CAPITAL (CONTINUED)

A summary of movements in the Company’s share capital is as follows:

Number of Par Share Share
shares in issue value capital capital
us$ us$ RMB’000
As at 31 December 2022,
1 January 2023 and 31 December 2023 786,514,400 0.000001 787 5

Less than RMB1,000.

RESERVES

The amounts of the Group’s reserves and the movements therein for the year ended 31 December 2023 are
presented in the consolidated statement of changes in equity on page 104 of the consolidated financial

statements.

(a)

(b)

(c)

(d)

Share premium
The share premium represents the difference between the par value of the shares issued and the
consideration received.

Merger reserve

The merger reserve represents the difference between the aggregate of the paid up share capital of
the subsidiaries and the consideration paid by the Group for the business combination under common
control.

Special reserve

The amount of approximately RMB4,847,000 included in special reserve represents the disposal of
Jiafutong to Beijing Guanruitong E-Commerce Technology Co., Ltd., (*Guanruitong”) which controlled
by Mr. Zhai Shuchun, the controlling shareholder and executive director of the Company.

Statutory surplus reserve

In accordance with the Company Law of the PRC and the respective articles of association of the
subsidiaries of the Group, each of the companies that is domiciled in the PRC is required to allocate
10% of its profit after tax, as determined in accordance with PRC generally accepted accounting
principles, to the statutory surplus reserve until the reserve reaches 50% of the registered capital. The
transfer to this reserve must be made before the distribution of a dividend to shareholders.

Statutory surplus reserve is non-distributable except in the event of liquidation and, subject to certain
restrictions set out in the relevant PRC regulations, can be used to offset accumulated losses or be
capitalised as paid-up capital.
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35. RESERVES (CONTINUED)

(e)

Exchange fluctuation reserve

For the year ended 31 December 2023

The translation reserve is used to record exchange differences arising from the translation of the
financial statements of foreign operations whose functional currencies are different from that of the

Group's presentation currency.

A summary of the Company’s reserves is as follows:

Exchange
Share fluctuation Accumulated
premium reserve losses Total
RMB’'000 RMB’'000 RMB’'000 RMB’'000
At 1 January 2022 710,081 (13,992) (22,896) 673,193
Translation from functional currency
to presentation currency - 62,462 - 62,462
Profit for the year - - 7,903 7,903
Total comprehensive income
for the year = 62,462 7,903 70,365
At 31 December 2022 and
1 January 2023 710,081 48,470 (14,993) 743,558
Translation from functional currency
to presentation currency - 13,351 - 13,351
Profit for the year - - 17,226 17,226
Total comprehensive income for the year - 13,351 17,226 30,577
Dividend - - (29,090) (29,090)
At 31 December 2023 710,081 61,821 (26,857) 745,045
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36. ACQUISITION OF SUBSIDIARIES

(a)

Neusoft Yuetong

On 14 July 2022, the Group acquired 100% equity interest in Neusoft Yuetong. Neusoft Yuetong is
established in the PRC with limited liability on 23 July 2009 and a service provider offering IT solutions
to customers in finance and other industries. Neusoft Yuetong is principally engaged in offering SaaS
platform services to financial institutions, and IT value-industries. The directors of the Company
considered that Neusoft Yuetong became one of its indirect wholly-owned subsidiary of the Group and
the financial performance of Neusoft Yuetong would be consolidated into the consolidated financial
statements of the Group after the completion of the acquisition. The board of the directors consider
that the acquisition could diversify the existing business activities of the Group. The acquisition has
been accounted for as acquisition of business using the acquisition method.

According to the equity transfer and capital increase agreement (the “Agreement |I”) dated 20 June
2022, the consideration for the acquisition of Neusoft Yuetong was settled by way of (a) initial
consideration of RMB48,484,849 in cash; (b) to succeed the capital contribution obligations
(“Investment Monies”) of RMB7,430,769 for the unpaid registered capital in the equity interest
transferred by one of the Sellers; (c) to make a capital increase (”“Capital Increase Monies”) of
RMB18,000,000 to Neusoft Yuetong; and (d) contingent consideration of cash consideration of up to
RMB31,515,151. The final amount of consideration depends on whether Neusoft Yuetong's actual net
profit and revenue from principal business for the calendar years 2022, 2023 and 2024 (“Guarantee
Year”) meet specified targets and is payable following the end of the Guarantee Year.

The Guarantee Year that the consolidated net profit and revenue of Neusoft Yuetong achieved in each
Guarantee Year shall be not less than the net profit and revenue targets set for the corresponding year
as set out below:

2022 2023 2024 Total
RMB’000 RMB’000 RMB’000 RMB’000

Guaranteed revenue from principal business 60,000 72,000 86,400 218,400
Guaranteed net profit 3,000 4,500 6,750 14,250
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36. ACQUISITION OF SUBSIDIARIES (CONTINUED)

(a)

Neusoft Yuetong (Continued)

The performance guarantee sellers will be deemed to have completed the performance guarantee if (1)
the actual net profit of Neusoft Yuetong in each Guarantee Year reaches or exceeds the guaranteed
net profit for the year; or (2) the actual net profit of Neusoft Yuetong in a certain Guarantee Year is
lower than the guaranteed net profit for the year, but (i) the actual revenue from the principal business
for the year reaches or exceeds the guaranteed revenue from the principal business for the year, (ii) the
actual net profit for the year is greater than 0, and (iii) the total actual net profit during the certain
Guarantee Year reaches or exceeds the total guaranteed net profit for the certain Guarantee Year.

Where Neusoft Yuetong fails to satisfy any of the requirements set out in item (1) or (2) in the
preceding paragraph, the performance guarantee sellers will be deemed to have failed to complete the
guaranteed performance. In this case, upon expiry of the Guarantee Year, the parties will calculate the
performance compensation amount pursuant to the calculation formula therefor, and each
performance guarantee sellers shall make compensation to the Group.

Calculation Formula for Performance Compensation Amount

Performance compensation amount = (Total guaranteed net profit for the Guarantee Year — Total
actual net profit for the Guarantee Year) + Total guaranteed net profit for the Guarantee Year x
(Equity Transfer Consideration of RMB80,000,000 — Audited net assets of Neusoft Yuetong at the end
of the Guarantee Year). If the performance compensation amount is less than O upon calculation, no
performance compensation will be required. If the audited net assets of Neusoft Yuetong at the end of
the Guarantee Year are greater than RMB80,000,000 and the total actual net profit for the Guarantee
Year is greater than the total guaranteed net profit for the Guarantee Year, no performance
compensation will be required.
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36. ACQUISITION OF SUBSIDIARIES (CONTINUED)

(a) Neusoft Yuetong (Continued)

The fair value of the net identifiable assets and liabilities of Neusoft Yuetong, acquired as at the date

of acquisition, is as follows:

2022
RMB’000
Net assets acquired of:
Property, plant and equipment 317
Intangible assets 11,304
Investment in an associate 5,397
Inventories 3,418
Trade receivables 22,741
Contract assets 14,078
Amounts due from group companies 414
Prepayments, deposits and other receivables 8,548
Bank balances and cash 2,945
Trade payables (11,151)
Contract liabilities (10,367)
Other payables and accruals (11,343)
Interest-bearing bank borrowings (4,000)
Deferred tax liability (1,470)
30,831
Goodwill arising on acquisition:
Consideration 67,555
Less: fair value of net assets acquired (30,831)
36,724
Satisfied by:
Cash consideration paid 48,485
Contingent consideration (Note 33) 19,070

67,555
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ACQUISITION OF SUBSIDIARIES (CONTINUED)

(a)

Neusoft Yuetong (Continued)

2022
RMB'000
Analysis of net outflow of cash and cash equivalents in connection with the
acquisition of a subsidiary:
Cash consideration paid (48,485)
Bank and cash balances acquired 2,945
(45,540)

The fair value of the contingent consideration arrangement of RMB19,070,000 was estimated by
applying the income approach. The fair value estimates are based on an assumed discount rate of
15%.

As at the acquisition date, the fair values of the receivables were their gross contractual amounts.
None of them was expected to be uncollectible.

Goodwill arose in the acquisition of Neusoft Yuetong because the cost of the combination included a
control premium. In addition, the consideration paid for the combination effectively included amounts
in relation to the benefit of expected synergies, revenue growth, future market development and the
assembled workforce of Neusoft Yuetong. These benefits are not recognised separately from goodwill
because they do not meet the recognition criteria for identifiable intangible assets.

None of the goodwill arising on this acquisition is expected to be deductible for tax purposes.

Neusoft Yuetong contributed RMB33,495,512.32 and RMB8,826,736.37 to the Group’'s revenue and
profit for the year ended 31 December 2022 respectively for the period between the date of
acquisition and the end of the reporting period.

Had this business combination been effected at 1 January 2022, the revenue of the Group would have
been RMB63,528,000, and the loss for the year would have been RMB5,052,379.81. This proforma
information is for illustrative purposes only and is not necessarily an indication of the revenue and
results of operations of the Group that actually would have been achieved had the acquisition been
completed on 1 January 2022, nor is it intended to be a projection of future results.

For the year ended 31 December 2023, Neusoft Yuetong contributed RMB73,425,980.09 and
RMB4,645,596.76 to the Group's revenue and profit respectively.
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36. ACQUISITION OF SUBSIDIARIES (CONTINUED)

(b)

Jiafutong

On 13 September 2022, the Group acquired 100% interest in Jiafutong. Jiafutong is established in the
PRC with limited liability on 16 May 2018 and is a financial SaaS system service provider. Jiafutong is
principally engaged in providing aggregate payment technical services to small, medium and micro
enterprises. The directors of the Company considered that Jiafutong became one of its indirect
wholly-owned subsidiary of the Group and the financial performance of Jiafutong would be
consolidated into the consolidated financial statements of the Group after the completion of the
acquisition. The board of the directors consider that the acquisition could diversify the existing business
activities of the Group. The acquisition has been accounted for as acquisition of business using the
acquisition method.

According to the equity transfer agreement (the “Agreement I1”) dated 26 August 2022, the
consideration for the acquisition of Jiafutong was settled by way of (a) initial consideration of
RMB18,200,000 in cash, with an adjustment to initial consideration of netting off the amounts due
from the sellers and its related parties of RMB4,359,273; and (b) contingent consideration of cash
consideration of up to RMB36,170,000. The final amount of consideration depends on Jiafutong'’s
actual net profit for the calendar year 2022, 2023 and 2024 (“Guarantee Year”) meet specified targets
and is payable following the expiry of the years ending 2023 and the end of the final Guarantee Year.
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36. ACQUISITION OF SUBSIDIARIES (CONTINUED)

(b) Jiafutong (Continued)
The fair value of the net identifiable assets and liabilities of Jiafutong, acquired as at the date of
acquisition, is as follows:

2022
RMB’000
Net assets acquired of:
Property, plant and equipment 66
Intangible assets 12,000
Trade receivables 3,337
Amounts due from the sellers and its related parties 4,359
Prepayments, deposits and other receivables 2,726
Bank balances and cash 1,025
Trade payables (4,333)
Contract liabilities (1,009)
Other payables and accruals (6,477)
11,694
Goodwill arising on acquisition:
Consideration 29,940
Less: fair value of net assets acquired (11,694)
18,246
Satisfied by:
Cash consideration paid 13,841
Amounts due from the sellers and its related parties 4,359
Contingent consideration (Note 33) 11,740

29,940
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36.

ACQUISITION OF SUBSIDIARIES (CONTINUED)

(b)

Jiafutong (Continued)

2022
RMB'000
Analysis of net outflow of cash and cash equivalents in connection with the
acquisition of a subsidiary:
Cash consideration paid (13,841)
Bank and cash balances acquired 1,025
(12,816)

The fair value of the contingent consideration arrangement of RMB11,740,000 was estimated by
applying the income approach. The fair value estimates are based on an assumed discount rate of
27%.

As at the acquisition date, the fair values of the receivables were their gross contractual amounts.
None of them was expected to be uncollectible.

Goodwill arose in the acquisition of Jiafutong because the cost of the combination included a control
premium. In addition, the consideration paid for the combination effectively included amounts in
relation to the benefit of expected synergies, revenue growth, future market development and the
assembled workforce of Jiafutong. These benefits are not recognised separately from goodwill because
they do not meet the recognition criteria for identifiable intangible assets.

None of the goodwill arising on this acquisition is expected to be deductible for tax purposes.

Jiafutong contributed RMB19,614,000 and RMB4,847,000 to the Group's revenue and profit for the
period from 14 September 2022 to 14 December 2022 respectively for the period between the date of
acquisition and the date of disposal (Note 37).

Had this business combination been effected at 1 January 2022, the revenue of the Group would have
been RMB50,717,000, and the profit for the period would have been RMB6,858,000. This proforma
information is for illustrative purposes only and is not necessarily an indication of the revenue and
results of operations of the Group that actually would have been achieved had the acquisition been
completed on 1 January 2022, nor is it intended to be a projection of future results.
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For the year ended 31 December 2023

DISPOSAL OF A SUBSIDIARY

Jiafutong

On 14 December 2022, the Group entered into an equity transfer agreement (the “Disposal Agreement”)
with Guanruitong and Mr. Zhai Shuchun, the controlling shareholder and an executive director of the
Company, held 82.875% of the equity interests in Guanruitong, whereby Guanruitong agreed to purchase
and the Group agreed to sell the entire 100% equity interests of Jiafutong. The disposal was completed on
14 December 2022. Loss arising on the disposal of a subsidiary amounting to RMB4,847,000 are included in
special reserves in the consolidated statement of changes in equity.

According to the Disposal Agreement dated on 14 December 2022, the consideration for the disposal of
Jiafutong was settled by way of (a) initial consideration of RMB13,840,727 will be paid in three installments
in each of the year in 2023, 2024 and 2025 together with interests at an interest rate of three-year fixed
deposits of the People’s Bank of China. Guanruitong will succeed the Group’s payment obligation of the
outstanding equity purchase price under the Agreement Il. Guanruitong shall perform the contingent
consideration of up to RMB36,170,000. The final amount of consideration depends on Jiafutong'’s actual net
profit for the calendar year 2022, 2023 and 2024 meet specific targets and is payable following the expiry of
the years ending 2023 and the end of the final Guarantee Year.

The carrying amounts of the assets and liabilities at its date of disposal, were as follows:

2022
RMB’000
Net assets disposed of:

Property, plant and equipment 61
Goodwill 18,246
Intangible assets 12,000
Trade receivables 3,798
Prepayments, deposits and other receivables 6,338
Bank balances and cash 5,082
Trade payables (2,969)
Contract liabilities (1,140)
Amount due to group companies (1,191)
Other payables and accruals (4,389)
Tax payables (1,049)
34,787

Loss on disposal of a subsidiary:
Deferred consideration receivables (Note) 18,200
Contingent consideration 11,740
Less: Net assets disposed of (34,787)

4,847
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37. DISPOSAL OF A SUBSIDIARY (CONTINUED)

Jiafutong (Continued)

2022
RMB'000
Analysis of net outflow of cash and cash equivalents in connection with the
disposal of a subsidiary:
Cash consideration -
Less: bank balances and cash disposed (5,082)
(5,082)

Note:

The deferred consideration receivables RMB18,200,000 with an adjustment of netting off the amount of RMB4,359,273,
being the amounts due from the sellers and its related parties as disclosed in Note 36(b). The cash consideration of
RMB13,841,000 will be settled in three installments in each of the year in 2023, 2024 and 2025 together with interests at
an interest rate of three-year fixed deposits of the People’s Bank of China.

38. NOTES TO CONSOLIDATED STATEMENT OF CASH FLOWS

(a) Major non-cash transactions
For the year ended 31 December 2023, the Group had non-cash additions to right-of-use assets and
lease liabilities of RMB19,797,000 (2022: RMB15,231,000), in respect of lease arrangements for office
buildings.



ANNUAL REPORT 2023 NEWLINK TECHNOLOGY INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2023

38. NOTES TO CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
(b)

(c)

Changes in liabilities arising from financing activities

Interest-

Lease bearing bank

liabilities borrowings

RMB’000 RMB’000

At 1 January 2022 5,547 5,000
Changes from financing cash flows (4,767) 10,000
Acquisition of subsidiaries (Note 36) - 4,000
New leases entered 15,231 -
Interest on lease liabilities 382 -
Interest paid classified as operating cash flows (382) -
At 31 December 2022 and 1 January 2023 16,011 19,000
Changes from financing cash flows (6,435) (10,995)
New leases entered 19,797 -
Interest on lease liabilities 1,251 -
Interest paid classified as operating cash flows (1,251) -
At 31 December 2023 29,373 8,005

Total cash outflow for leases

The total cash outflow for leases included in the consolidated statement of cash flows are as follows:

2023 2022

RMB’000 RMB’000

Within operating activities 1,251 382
Within financing activities 6,435 4,767
7,686 5,149
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39.

40.

COMMITMENTS

Lease commitments

At the end of the reporting period, the lease commitments for short-term lease are as follows:

2023 2022
RMB’000 RMB’000
Within one year 652 491
Capital commitments
2023 2022
RMB’000 RMB’000
Contracted but not provided for
— Acquisition of property and equipment - 23,500

RELATED PARTY TRANSACTIONS

Name of related party

Relationship with the Group

Beijing Guanruitong E-Commerce Technology
Company Limited (“Guanruitong”)

Mr. Zhai Shuchun

Mr. Zhai Guanhua

Beijing Fuhuajiaxin Investment Management
Company Limited (“Fuhua Investment”)

Beijing Fuhuajiaxin Business Incubator
Company Limited (“Fuhuajiaxin”)

Entity controlled by the controlling shareholder

The controlling shareholder and chief executive

The chief financial officer and a close member of
Mr. Zhai Shuchun

Entity controlled by Mr. Zhai Guanhua

Entity controlled by Mr. Zhai Guanhua
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40. RELATED PARTY TRANSACTIONS (CONTINUED)

In addition to the balances and transactions detailed elsewhere in this report, the Group had the following
material related party transactions during the years ended 31 December 2023 and 2022:

(a)

(b)

(c)

Transactions with parties

Related parties Nature of transactions 2023 2022
RMB’000 RMB’'000
Guanruitong Disposal of a subsidiary (Note b(ii)) - 13,840
Interest income related to disposal of 381 -

a subsidiary (Note 37)
Fuhua Investment Purchase of equity investment (Note b(i)) - 2,280
381 16,120

The provision of technical services to the related party were made according to the prices and terms

agreed between the parties.

Other transactions with related parties

i) During the year ended 31 December 2022, Beijing Newlink acquired an additional 10% equity
interest in Fuhuajiaxin from Fuhua Investment at a consideration of RMB2,280,000. Upon

completion of the acquisition and subsequent to the capital increase of Fuhuajiaxin, the Group

held equity interest of 19.8% in Fuhuajiaxin.

ii) On 14 December 2022, the Group disposed its 100% equity interest in Jiafutong to Guanruitong

and Mr. Zhai Shuchun. Upon completion of the disposal, Jiafutong ceased to be subsidiary of

the Group. Details of this transaction are set out in Note 37.

Amounts due from related parties

The amounts due are unsecured, interest-free and repayable on demand, except for the amount due
from Guanruitong of approximately RMB9,227,000 (2022: RMB13,841,000) was unsecured, carry
interest rate of three-year fixed deposits of People’s Bank of China and repayable in three installments.
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40. RELATED PARTY TRANSACTIONS (CONTINUED)

(o) Amounts due from related parties (Continued)

Particulars of amounts due from related parties, disclosed pursuant to section 383(1)(d) of the CO, are

as follows:

Maximum

amount
31 December outstanding 31 December
2023 during the year 2022
RMB’000 RMB’000 RMB’'000
Guanruitong 11,455 16,069 16,069
Beijing Heshun 861 1,080 1,080
12,316 17,149 17,149

(d) Compensation of key management personnel of the Group

2023 2022
RMB’000 RMB’000
Salaries, allowances and benefits in kind 2,076 2,371
Pension scheme contributions 220 260
Fees 324 309
2,620 2,940

Further details of directors’ and chief executive’s emoluments are included in Note 11 to the

consolidated financial statements.
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41.

FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments of the Group as at the end of each

reporting period are as follows:

2023 2022
RMB’000 RMB’000
Financial assets
Financial assets at fair value through profit or loss:
Equity investments at fair value through profit or loss 30,100 25,700
Financial assets at amortised cost:
Trade receivables 218,549 206,190
Deposits and other receivables 7,840 4,850
Long term deposits 2,211 1,777
Amounts due from related parties 12,316 17,149
Pledged deposits 96 222
Bank balances and cash 330,458 414,250
601,570 670,138
2023 2022
RMB’'000 RMB’000
Financial liabilities
Financial liabilities at fair value through profit or loss:
Contingent consideration 21,000 21,810
Financial liabilities at amortised cost:
Trade payables 71,741 23,666
Other payables and accruals 3,247 2,721
Interest-bearing bank borrowings 8,005 19,000
Lease liabilities 29,373 16,011
133,366 83,208
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42,

FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

As at 31 December 2023, the fair values of the Group’s financial assets or liabilities approximated to their
respective carrying amounts.

Management has determined that the carrying amounts of trade receivables, deposits and other receivables,
amounts due from related parties, pledged deposits, bank balances and cash, trade payables, other payables
and accruals, interest-bearing bank borrowings and lease liabilities reasonably approximate to their fair values
because these financial instruments are mostly short-term in nature.

The management is responsible for determining the policies and procedures for the fair value measurement of
financial instruments. At each reporting date, the management of the Group analyses the movements in the
values of financial instruments and determines the major inputs applied in the valuation. The valuation is
reviewed and approved by the chief financial officer. The valuation process and results are discussed with the
audit committee twice a year for interim and annual financial reporting.

The fair values of the financial assets are included at the amount at which the instrument could be exchanged
in a current transaction between willing parties, other than in a forced or liquidation sale. The following
methods and assumptions were used to estimate the fair values:

The fair values of long-term deposits and the non-current portion of lease liabilities have been calculated by
discounting the expected future cash flows using rates currently available for instruments with similar terms,
credit risk and remaining maturities. The changes in fair value as a result of the Group’s own
non-performance risk were assessed to be insignificant. For the fair value of the unlisted equity investments at
fair value through profit or loss and contingent consideration, the management of the Group has estimated
the potential effect of using reasonably possible alternatives as inputs to the valuation model.

The follow table presents financial instruments measured at fair value in the consolidated statement of
financial position in accordance with the fair value hierarchy. The hierarchy groups financial instruments into
the three levels based on the relative reliability of significant inputs used in measuring the fair value of these
financial instruments. The fair value hierarchy has the following levels:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities;

Level 2: Inputs other than quoted prices included within level 1 that are observable for the asset or
liabilities either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

Level 3: Inputs for the asset or liability that are not based on observable market data (unobservable
inputs)

The level in the fair value hierarchy within which the financial instruments is categorised in its entirety is
based on the lowest level of input that is significant to the fair value measurement.
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42. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS (CONTINUED)

The financial instruments measured at fair value in the consolidated statement of financial position on a
recurring basis are grouped into the fair value hierarchy. The following table gives information about how the
fair values of these financial assets are determined (in particular, the valuation techniques and inputs used).

Fair value as at Fair value Valuation techniques Significant unobservable
Financial assets 31 December hierarchy  and key inputs inputs
2023 2022
RMB’000 RMB’000
Financial assets at
FVTPL
Unlisted equity 30,100 25,700  Level 3 Market approach - in this Price-to-sales ratio, taking into
investments approach considers prices account management's
recently paid for similar experience and knowledge of
assets, with adjustments market conditions of the
made to market prices to comparable companies with
reflect condition and utility ~ their revenue from the same
of the appraised assets or similar industry, ranging
relative to the market from 4.96x to 10.77x
comparable. (2022: 3.74x to 7.21x).
(Note 1)
Market index change of 17%
Discount for lack of
marketability of 15.7%
(2022: 15.8%). (Note 1)
Financial liabilities
at FVTPL
Contingent 21,000 21,810  Level 3 Scenario analysis method - is  Discount rate of 14% (2022:
consideration a process of examining and ~ 15%) (Note 2)

evaluating possible events
or scenarios that could take
place in the future and
predicting the various
feasible results or possible
outcomes.

Probability-adjusted revenues
and profits, with a range
from RMB216,654,000
(2022: RMB219,735,000) to
234,298,000 (2022:
268,564,000) and a range
From RMB5,061,000 (2022:
RMB8,855,000) to
RMB6,459,000 (2022:
RMB10,823,000) respectively.
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42,

43.

FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS (CONTINUED)

Note 1: An increase in the price-to-sales ratio used in isolation would result in an increase in the fair value measurement
of the unlisted equity investments, and vice versa. A 5% increase in the price-to-sales ratio holding all other
variables constant would increase the carrying amount of the shares by RMB900,000 (2022:RMB1,200,000). An
increase in the discount for lack of marketability used in isolation would result in a decrease in the fair value
measurement of the unlisted equity investments, and vice versa.

Note 2: An increase in the discount rate used in isolation would result in a decrease in the fair value measurement of
the contingent consideration, and vice versa. A 1% increase in the discount rate holding all other variables

constant would decrease the carrying amount of the contingent consideration by RMB270,000 (2022:
RMB420,000).

There were no transfers between Level 1 and 2 from/to 3 during both years.

Reconciliation of Level 3 fair value measurements

Financial Financial

assets liabilities

at FVTPL at FVTPL

RMB"000 RMB’000

At 1 January 2022 2,280 -
Purchased 9,385 -
Acquisition of subsidiaries (Note 36) - 30,810
Disposal of a subsidiary (Note 37) - (11,740)
Fair value changes 14,035 2,740
At 31 December 2022 and 1 January 2023 25,700 21,810
Fair value changes recognised in profit or loss 4,271 (810)
Exchange adjustments 129 -
At 31 December 2023 30,100 21,000

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s major financial instruments include financial assets at fair value through profit or loss, trade
receivables, deposits and other receivables, amounts due from related parties, pledged deposits, bank
balances and cash, financial liabilities at fair value through profit or loss, trade payables, other payables and
accruals, interest-bearing bank borrowings and lease liabilities. Details of these financial instruments are
disclosed in the respective notes.

The main risks arising from the Group’s financial instruments are foreign currency risk, credit risk and liquidity
risk. The directors of the Company reviews and agrees policies for managing these risks and they are
summarised below.
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For the year ended 31 December 2023

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Foreign currency risk

The Group's transactions are mainly denominated in RMB. Certain of the Group’s cash and bank deposits are
denominated in HK$ and US$. Any significant exchange rate fluctuations of HK$ against RMB may have
financial impacts on the Group.

The Group did not experience any material impact or difficulties in liquidity on its operations resulting from
the fluctuation in exchange rate, and no hedging transaction or forward contract arrangement was made by
the Group during the reporting period. Nevertheless, the Group will from time-to-time review and adjust the
Group’s hedging and financing strategies based on the RMB and HK$ exchange rate movement.

The following table demonstrates the sensitivity at the end of the reporting period to a reasonably possible
change in the US$ and HK$ exchange rates, with all other variables held constant, of the Group’s profit
before (or after) tax (due to changes in the fair values of monetary assets and liabilities) and the Group's
equity (due to changes in the fair value of forward currency contracts):

Increase/ Increase/ Increase/
(decrease) in (decrease) in (decrease) in
USS$/HKS rate profit before tax equity
% RMB"000 RMB'000
2023
If the RMB strengthens against the US$ (5%) (9,000) (8,995)
If the RMB weakens against the US$ 5% 9,000 8,995
If the RMB strengthens against the HK$ (5%) - (1,479)
If the RMB weakens against the HK$ 5% - 1,479
2022
If the RMB strengthens against the US$ (5%) (34) (30)
If the RMB weakens against the US$ 5% 34 30
If the RMB strengthens against the HK$ (5%) - (11,683)
If the RMB weakens against the HK$ 5% - 11,683
Credit risk

The credit risk of the Group’s financial assets, which comprise financial assets at fair value through profit or
loss, trade receivables, deposits and other receivables, amounts due from related parties pledged deposits,
restricted bank deposits, bank balances and cash arises from default of the counterparty, with a maximum
exposure equal to the carrying amounts of these instruments. Further quantitative data in respect of the
Group's exposure to credit risk arising from trade receivables and deposits and other receivables are disclosed
in Notes 24 and 26 to the consolidated financial statements.
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43. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Credit risk (Continued)

Since the Group trades mainly with recognised and creditworthy third parties, there is no requirement for
collateral. Concentrations of credit risk are managed by analysis by customer/counterparty, by geographical
region and by product type.

The following table demonstrates the concentrations of credit risk of the total trade receivables which were
due from the Group's five largest debtors.

2023 2022
% %

Percentage of total trade receivables due from:
Group's five largest trade debtors 35 30

Maximum exposure and year-end staging

The table below shows the credit quality and the maximum exposure to credit risk based on the Group's
credit policy, which is mainly based on credit rating unless other information is available without undue cost
or effort, as at 31 December 2022 and 2023. The amounts presented are gross carrying amounts for financial

assets.
12-month
As at 31 December 2023 ECLs Lifetime ECLs
Simplified
Stage 1 Stage 2 Stage 3 approach Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Long term deposit

— Not yet past due 2,211 - - - 2,211
Contract assets (Note (i) - - - 120,683 120,683
Trade receivables (Note (i) - - - 261,866 261,866
Deposits and other receivables

— Normal (Note (ii) 7,840 - - - 7,840
Amounts due from related parties

— Normal (Note (ii)) 12,316 - - - 12,316
Pledged deposits 96 - - - 96
Bank balances and cash -

Not yet past due 330,458 - - - 330,458

352,921 - - 382,549 735,470
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Maximum exposure and year-end staging (Continued)

12-month
As at 31 December 2022 ECLs Lifetime ECLs
Simplified
Stage 1 Stage 3 approach Total
RMB’000 RMB’000 RMB’000 RMB’000
Long term deposit
— Not yet past due 1,777 - - 1,777

Contract assets (Note (i) - - 118,817 118,817

Trade receivables (Note (i) - - 222,834 222,834

Deposits and other receivables

— Normal (Note (ii)) 4,850 - = 4,850

Amounts due from related parties

— Normal (Note (ii) 17,149 - - 17,149
Pledged deposits 222 - - 222

Bank balances and cash
— Not yet past due 414,250 - - 414,250
438,248 - 341,651 779,899

Notes:

(i) For trade receivables and contract assets to which the Group applies the simplified approach for impairment,
information based on the loss rate approach is disclosed in Notes 24 and 25 to the consolidated financial
statements, respectively.

(i) The credit quality of the financial assets included in deposits and other receivables, and amounts due from related
parties are considered to be “normal” when they are not past due and there is no information indicating that the
financial assets had a significant increase in credit risk since initial recognition. Otherwise, the credit quality of the
financial assets is considered to be “doubtful”.

Liquidity risk

The Group’s objective is to maintain a balance between continuity of funding and flexibility through the use

of internally generated cash flows from operation and bank borrowings. The Group regularly reviews its major

funding positions to ensure that it has adequate financial resources in meeting its financial obligations.
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43. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Liquidity risk (Continued)

The maturity profile of the Group’s financial liabilities as at the end of the reporting period, based on the
contractual undiscounted payments, was as follows:

2023
On Lessthan 3 months 1 year to Over
demand 3 months to 1year 2 years 2 years Total
RMB'000 RMB’000 RMB’000 RMB'000 RMB’000 RMB’000
Trade payables 31,979 5,248 16,854 3,981 13,679 71,741
Other payables and accruals 3,247 - - - - 3,247
Interest-bearing bank borrowings - 8,313 - - - 8,313
Lease liabilities - 1,820 3,994 6,827 18,142 30,783
35,226 15,381 20,848 10,808 31,821 114,084
2022
Less than
three 3 months 1 year to Over
On demand months to 1 year 2 years 2 years Total
RMB'000 RMB'000 RMB’000 RMB'000 RMB'000 RMB'000
Trade payables 3,854 1,667 2,537 15,608 - 23,666
Other payables and accruals 2,721 - - - - 2,721
Interest-bearing bank borrowings - 19,032 - - - 19,032
Lease liabilities - 1,570 1,143 2,716 11,246 16,675
6,575 22,269 3,680 18,324 11,246 62,094
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Capital management
The Group’s policy is to maintain a strong capital base so as to maintain creditor and market confidence and
to sustain future development of business.

The directors of the Company review the asset-liability ratio, which is total assets divided by total liability, on
a continuous basis taking into account the cost of capital and the risks associated with each class of capital.
The current capital structure of the Group only includes equity comprising share capital, reserves and retained
profits. The Group will balance its overall capital structure through the raising of new debts as well as the
redemption of any existing debts and manage the asset-liability ratio. The Group’s overall strategy remained
unchanged during the reporting period.

The asset-liability ratio as at the end of each reporting period is as follows:

2023 2022

RMB’000 RMB'000

Total assets 947,685 991,204
Total liabilities 158,781 108,593

Asset-liability ratio 17% 11%
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44. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF THE COMPANY

Details of the Company’s principal subsidiaries at the end of the reporting period are set out below:

Place of
incorporation/ Issued and fully Equity interests
establishment and paid up capital/ attributable to
Name of subsidiaries operation registered capital the Group Principal activities
Direct Indirect
Newlink Holdings Limited British Virgin Islands Us$1 100 - Investment holding
Newlink Technology Holdings (Hong Kong) ~ Hong Kong HK$1 - 100 Investment holding
Limited
AERE (L R) BR 2 E Newlink The PRC US$15,000,000 - 100 Investment holding
Technology (Beijing) Co., Ltd. * (Note (i)
("Newlink Technology (Beijing)")
bR FARHE B R A A Beijing Newlink The PRC RMB 102,030,405 - 100 Software development
Technology Company Limited* and maintenance
("Beijing Newlink")
bR E A B AR B R A A Beijing The PRC RMB30,000,000 - 90  Software development
Newlink Healthcare Information and maintenance
Technology Company Limited*
BEHAREER A Hainan Newlink The PRC RMB10,000,000 = 100  Software development
Technology Co., Ltd.* and maintenance
REF AR AR R Chengdu Newlink  The PRC RMB10,000,000 = 80 Inactive
Technology Co., Ltd. (“Chengdu
Newlink”)* (Note (iii)
I RREHBE MR B A 7 Beijing The PRC RMB41,952,884 - 100 Software development
Neusoft Yuetong Software Technology and maintenance
Co., Ltd.* (“Neusoft Yuetong”)
REWBEM M (KiE) BR2A A Neusoft  The PRC RMBS5,000,000 = 100 Software development
Yuetong Software Technology (Dalian) and maintenance
Co., Ltd.* (“Neusoft Dalian")
LBHBERREAR AR Shanghai The PRC RMB10,000,000 = 100 Inactive
Newlink Yitai Technology Co., Ltd.*
(“Shanghai Newlink")
* The English names of these companies represent the best effort made by the management of the Company to

directly translate the Chinese names as they do not register any official English names.
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PARTICULARS OF PRINCIPAL SUBSIDIARIES OF THE COMPANY (CONTINUED)

Notes:

(i) Newlink Technology (Beijing) is registered as a wholly-foreign-owned enterprise under PRC law.
(ii) All the PRC subsidiaries are limited liability companies.

(iii) Chengdu Newlink was established and incorporated on 16 August 2022 in the PRC.

(iv) Shanghai Newlink was established and incorporated on 4 August 2023 in the PRC.

EVENTS AFTER THE REPORTING PERIOD

Save as disclosed above and elsewhere in these consolidated financial statements, the Group had no material
events occurred subsequent to 31 December 2023 and up to the date of approval of these consolidated
financial statements.

197



198

NEWLINK TECHNOLOGY INC. ANNUAL REPORT 2023

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2023

46. STATEMENT OF FINANCIAL POSITION OF THE COMPANY

2023 2022
RMB’000 RMB’'000
Non-current assets
Investment in a subsidiary —* —*
Equity investment at fair value through profit or loss 8,500 7,300
8,500 7,300
Current assets
Prepayments, deposits and other receivables 423 1,275
Amounts due from subsidiaries 541,634 514,514
Bank balances and cash 207,303 233,197
749,360 748,986
Current liabilities
Other payables and accruals 1,883 2,287
Dividend payable 28 -
Amounts due to subsidiaries 10,722 10,436
12,633 12,723
Net Current Assets 736,727 736,262
Total assets less current liabilities 745,227 743,563
Non-current liability
Deferred tax liability 177 -
Net Assets 745,050 743,563
Capital and reserves
Share capital 5 5
Reserves 745,045 743,558
Total equity 745,050 743,563

* Less than RMB1,000.

The Company’s statement of financial position was approved and authorised for issue by the board of

directors on 28 March 2024 and are signed on its behalf by:

Zhai Shuchun Qin Yi
Director Director
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