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OVERVIEW

Established in 1992, we are an IT service provider based in Hong Kong. Our customers include
government and statutory bodies, local and multinational enterprises across various industries including
banking and finance, information technology and logistics. Our Group is principally engaged in the
following businesses:

(1) Provision of IT application and solution development

We began offering IT application and solution development since 1995. The provision of IT
application and solution development generally includes IT systems integration, software
development, technology consultancy, third party hardware and software procurement and after
sales service. We provide our IT application and solution development on a project basis.

(2) Provision of secondment services

We have been offering secondment services in Hong Kong since 1995 where we designate
our staff to work for our customers for a fixed period of time pursuant to the relevant secondment
service agreements. Our seconded staff are responsible for carrying out a wide range of IT-related
services for our customers, such as system administration, unit testing, preparation of technical
specifications, system design, development and support.

(3) Provision of maintenance and support services

Following the completion of the provision of IT application and solution development, we
may be engaged by our customers to provide maintenance and support services in separate
agreements. We may also be engaged by customers whose IT systems were built and developed by
other parties but seek us for maintenance and support services.

(4) Provision of IT infrastructure solutions

We assess, design and implement IT infrastructure solutions for our customers. Our Group
provides IT infrastructure solutions to customers by integrating various hardware and software
sourced from third party suppliers, including servers, storage systems, security systems, software,
networking equipment and so forth to fulfil customers’ requirements in relation to their IT
infrastructure.

During the year ended 31 March 2013, we decided to discontinue our IT infrastructure
solutions business in the PRC market and disposed of ICO Technology (China) on 1 April 2013 so
that we can concentrate on our IT infrastructure solutions business in Hong Kong. For details of
the Disposal, please refer to the section headed ‘“History, reorganisation and Group structure” of
this [REDACTED].

As a result of the Disposal, our Directors consider that our Group’s business will no longer
be burdened by the non-profitable business of the Disposal Group and will face less uncertainty in
the PRC market in relation to IT infrastructure solutions business. Our Directors expect that the
profit margin of our Group will increase and the risk profile of our Group will be reduced.
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The table below illustrates the breakdown of our revenue by business segments during the Track
Record Period and periods mentioned below:

Year ended 31 March Three months ended 30 June
2013 2014 2013 2014
HK$°000 % HK3$’000 % HK3$000 % HK3$’000 %
(Unaudited)
IT application and solution
development 25,995 133 21,679 11.4 6,578 15.2 3,174 8.3
Secondment services 42,812  21.8 40,660 214 9,316 21.5 10,746  28.1
Maintenance and support
services 18,825 9.6 19,614 10.3 4252 9.8 4,833 12.6
IT infrastructure solutions 108,520 55.3 108,031 56.9 23,211 53.5 19,551 51.0

196,152 100.0 189,984 100.0 _ 43,357 100.0 38,304 100.0

Please refer to the paragraph headed ‘“Description of our business” in this section for further
information relating to our businesses.

The table below illustrates the breakdown of our revenue by Hong Kong and the PRC during the
Track Record Period and periods mentioned below:

Year ended 31 March Three months ended 30 June
2013 2014 2013 2014
HK$°000 % HK3$’000 % HK$000 % HK3$’000 %
(Unaudited)
Hong Kong 191,589 97.7 189,984 100.0 43,357 100.0 38,304 100.0
PRC 4,563 2.3 — — — — — —

196,152 100.0 189,984 100.0 43,357 100.0 38,304 100.0
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REVENUE MODEL

The revenue model of each of our Group’s business segments is summarised in the table below:

Business segment

IT application and solution
development

Secondment services

Maintenance and
support services

Revenue model

We generally charge our customers on a fixed price basis;
our fees may be payable in several milestones in accordance
with the contract. The pricing of IT application and solution
development depends on factors such as complexity of the
project, technology and equipment required, expected
number of required man-days, the expected gross margin
and level of competition during the bidding process.
Payments will usually be made by our customers after
signing off the relevant payment milestone deliverable.

During the Track Record Period, the duration of our IT
application and solution development projects varied from
around 1 week to 5 years. Project duration may occasionally
be lengthened due to change requests initiated by our
customers.

We generally charge our customers on a monthly basis with
the rate specified in the secondment service agreements and
such rate remains unchanged during the contract period
unless otherwise mutually agreed. The pricing of
secondment services depends on factors such as experience
and qualification of the seconded staff, the salary of
seconded staff and the prevailing market rate. We may
specify service fee caps for the fees chargeable by us in the
secondment service agreements. During the Track Record
Period, our secondment service agreements ranged from
approximately 4 months to 18 months.

We generally charge our customers on a fixed price basis
for an agreed service period. We take into account various
factors when pricing our maintenance and support services,
including scope of work, required service level, complexity
of the customers’ IT systems and cost of our suppliers.

During the Track Record Period, our maintenance and
support services agreements were usually for a fixed term
ranging from approximately 1 year to 10 years.
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Business segment Revenue model
IT infrastructure solutions We generally charge our customers on a fixed price basis

based on our customers’ requirements, scope of work and
cost of hardware, software and subcontracting.

During the Track Record Period, the duration of our IT
infrastructure solutions projects ranged from approximately
1 week to 5 years. The duration varies and largely depends
on the scale of the IT infrastructure and the scope of work
assigned to us.

OUR COMPETITIVE STRENGTHS

Our Directors believe that the following competitive strengths of our Group have contributed to
our success to date:

Comprehensive IT solutions and services to cater for customers’ needs

We have been in the IT solutions and services industry for over 20 years and are one of the
top five IT solution and service providers in Hong Kong. We offer comprehensive IT solutions and
services to our customers. Our IT solutions and services include IT integration solutions and IT
infrastructure solutions with an aim to provide one-stop IT services to cater for customers’ needs.

We offer an array of integrated IT solutions and services to our customers from designing
and implementing IT systems, developing software to on-going maintenance and support. We are
also able to offer IT related project management and provision of IT training to our customers. To
offer our customers flexibility and efficiency, we also offer secondment services to our customers
where selected staff can be deployed to our customers’ office to serve them exclusively. We have a
good understanding of our customers’ businesses, products and industries. We generally draw from
our pool of staff with different skill-sets to ensure our seconded staff are equipped with the
specific skill-sets and technical support in order to meet our customers’ needs. Our IT
infrastructure solutions consist of a wide mix of hardware and software products to meet the
diverse needs of our customers. We are different from general hardware and software vendors who
only have a broad-brush understanding of various IT products. We believe the comprehensiveness
of the IT product portfolio in our IT infrastructure solutions provides our customers with
convenience, flexibility and efficiency, thereby allowing us to build long term business
relationships with our customers.

Well-established relationships with international IT product vendors

Our Group has built up long term relationships with international IT product vendors. Our
business relationships with the top five suppliers ranged from approximately four to seven years.
These IT product vendors also provide us with necessary technical support to market their products
into our IT solutions and services.
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With recognised achievements in marketing our suppliers’ products, our Group received
various awards and recognitions from different IT product vendors as described in the paragraph
headed “Awards and recognitions”.

Reputable and established customer base as well as solid relationships with business partners

We have a solid customer base consisting of renowned businesses spanning across many
sectors in Hong Kong. Our main customers belong to the banking, logistics and public sectors.
During the Track Record Period, we served over 100 customers each year. Our business
relationships with the top five customers ranged from approximately four years to ten years. We
have also developed and maintained relationships with business partners for whom we act as
subcontractor to collaborate in delivering IT application and solution development to our end
customers. We have developed and maintained a good reputation among our customers and service
providers for high quality services and ability to deliver large scale and complex IT solutions in a
timely manner.

Experienced management and professional team

Our dedicated management team develops effective strategies for maintaining the growth of
our Group’s business. The team is assisted by members of the senior management and the
professional team who are well versed in IT knowledge. As at the Latest Practicable Date,
approximately 69.6% of our staff (including the senior management) have over [8] years of
experience in the IT industry. Our management team is led by Mr. Lee and Mr. Yong, executive
Directors, who both have over 15 years of experience in the IT industry and business management.

Given our Group’s extensive experience in the IT industry and a proven track record in
delivering IT solutions and services to customers across different industries, we have been able to
attract the necessary talent to remain competitive in the changing market and continue our success
and business growth. As at the Latest Practicable Date, about 95% of our project managers hold
tertiary education qualifications. Our project managers and the technical team that they lead
possesses in-depth knowledge in IT as well as a thorough understanding in IT trends and
requirements of different industries. Our proactive sales and marketing team communicates closely
with customers to find out their changing needs. In addition, our team is required to follow our
QMS, which streamlines our work and safeguards the quality of our work.

OUR BUSINESS STRATEGIES

Our business objective is to maintain our position as one of the leading IT solution and service
providers that specialise in assisting corporate and institutional customers to extract maximum value
from their IT engagements. By adopting the business strategies set out below, we plan to continue to
expand our market presence and strengthen the market position of our business in Hong Kong.

1. Expanding our professional team and enhancing our service quality

We believe that our success depends upon our ability to hire and cultivate experienced, motivated
and well-trained members of our professional team. As such, we intend to continue investing in our
professional team. In order to equip our team with the latest technological development, we offer
internal and external continuous professional training programmes for our staff to learn and follow the
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technological changes and industry standard. We also provide training for the professional team to
enhance its service recognition. In order to meet the increasing demand of the market, new headcounts
will be provided to our professional team as we aim to enhance the efficiency and quality of our daily
operations. We intend to utilise up to approximately HK$[REDACTED] million and HK$[REDACTED]
million from the net proceeds to provide training to our team and expand our team respectively.

In addition, we are committed to providing quality services that consistently meet or exceed the
expectations of our clients. As such, our Group aims to strengthen our quality control measures to
ensure that our customers are satisfied with our services. Our Group will devote more resources to the
development of our QMS (such as adopting ISO and other industry standards) and our internal control
system to ensure our services and products are up to standard before they are delivered to our
customers. In addition, our Group intends to provide new headcounts for the development and expansion
of our internal control system.

We intend to utilise up to approximately HK$[REDACTED] million from the net proceeds to
develop and enhance our QMS and internal control system.

2.  Expansion of IT application and solution development business

We intend to maintain and strengthen our competitive position by expanding our portfolio of
services so as to keep pace with the evolving market. We believe that expanding our established services
will bring us more business opportunities and development potential. As such, we will continue to
explore business opportunities in IT application and solution development for multinational clients in
various industries. We also aim to offer a wide range of services for multinational clients in various
industries, which includes services in relation to long-term and large-scale projects, production of
software applications and products.

We are occasionally required to place a security sum with the customer to ensure our due
performance during the term of contract and the security sum will not be released to us until the
completion of the project. As the duration of projects may last for years, it is important for us to
maintain liquidity throughout. We intend to inject approximately HK$[REDACTED] million from the
net proceeds to a pool of security sum for financing our engagement in IT application and solution
development projects. This would allow us to grasp the opportunities to engage in more large-scale IT
application and solution development projects concurrently.

With the increase of customer spending on IT services in Hong Kong, particularly in the business
sector, there will be more chances for our Group to be approached by potential clients and for our
Group to start new business projects accordingly. We intend to expand our structure in order to build
sufficient capacity for seizing these new opportunities.

3.  Growing our business strategically through merger, acquisition or business collaboration

Our Group believes that in an increasingly competitive business environment, establishing strategic
alliances and joint ventures with business partners or investing in new opportunities will be critical in
enabling our Group to achieve economies of scale, enlarge our customer base, facilitate improvements in
our technology and processes and broaden and diversify our product and service offerings to the market.
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Our Group aims to increase our competitive edge by upholding industry standards in both
technology and talent management. Our Group will continue its quest for excellence and build our
Group through strategic mergers and acquisitions in Hong Kong and/or the PRC. We intend to acquire
or merge with IT companies with (i) readily available distribution or reseller licences of IT-related
hardware and software products; (ii) specialised in IT technology and software development; and (iii)
offering secondment services in IT industry.

Through mergers, acquisitions or collaborations, our Group could create new alliances in the
region. As at the Latest Practicable Date, our Company had not identified any acquisition and merger
targets and will only commence identifying potential targets after [REDACTED]. Selection of such
targets will depend on factors such as (i) the expertise and experience of the target and its staff; (ii) the
target’s reputation in the industry; (iii) products and services offered by the target; and (iv) the prospect
of expanding our market share as a result of the merger, acquisition or business collaboration. We intend
to utilise up to approximately HK$[REDACTED] million from the net proceeds from the [REDACTED]
for the merger, acquisition or business collaboration. Any shortfall is intended to be financed by internal
resources of our Group.

4. Purchasing and leasing new office premises as well as equipping and renovating the premises

In view of our expansion plan, we intend to purchase an office premises for our own use. With the
soaring rental prices generally in Hong Kong, we believe that by having our own office premises, we
can minimise our exposure to fluctuating rental expenses. We also intend to lease new office premises to
cope with our Group’s expanding business. As at the Latest Practicable Date, our Company had not
identified any office premises and will only commence identifying potential premises after
[REDACTED].

We intend to utilise up to approximately HK$[REDACTED] million from the net proceeds of the
[REDACTED] for the purchase of an office premises, renovation and equipping facilities. Any shortfall
is intended to be financed by internal resources of our Group. We currently have no concrete plan for
the location of our new office but our Directors consider that our business requires a larger floor area
for setting up IT equipment, an office in less prime location would be appropriate given our budget.

5.  Starting a research and development team

Apart from enhancing our existing services, we believe that it is essential for our Group to
continuously improve our technological techniques and formulate new product and service ideas to keep
our Group in one of the leading positions of the industry. We currently do not have a research and
development team and we now intend to set up a new research and development team to improve our
products services. The establishment of the new research and development team will provide us with
innovative ideas to start new business projects and enhance the quality of our established services. In
particular, the team will focus on exploring and developing new services, including, but not limited to
hosting services, and developing Cloud and mobile applications. We will require new equipment to carry
out the research and development.

We intend to utilise up to approximately HK$[REDACTED] million from the net proceeds to carry
out research and development.
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6. Strengthening our marketing efforts

Our Group plans to devote more resources to strengthening our marketing capabilities. It is our
plan to engage an independent public relations firm to explore marketing strategies available to our
Group. We intend to promote our Group by building the brand of “ICO”. Besides developing the brand
name, it is our plan to generate goodwill of our Group through a diversified approach. We aim to build
connections with potential clients and professional parties by organising seminars and client relationship
events. We will increase our Group’s exposure by participating in industry exhibitions and advertising in
industry magazine(s) and public electronic media. We also intend to enhance our mobile application to
directly promote our Group and our services to potential clients.

We intend to utilise up to approximately HK$[REDACTED] million from the net proceeds to
strengthen our marketing efforts.

DESCRIPTION OF OUR BUSINESS
Provision of IT application and solution development

We have been engaging in the provision of IT application and solution development in Hong Kong
since 1995. Our IT application and solution development is generally provided on a project basis.

We may be engaged in IT application and solution development projects as either the main
contractor or sub-contractor. As a main contractor, we are the prime of the project and we bear the
ultimate liability of carrying out such project in accordance with the contract. We may outsource part of
the works of the project. As a sub-contractor, we are assigned part of the main contractors’ obligations
under the main contract for the project.

Our IT application and solution development generally involves IT systems integration, software
development, third party hardware and software procurement and after sales services. Throughout the
provision of IT application and solution development, our Group may also be engaged in project
management, preparation of documentation and provision of IT training to our customers.

IT systems integration generally involves the process of linking together different computing
systems, existing or new, and software applications physically and functionally. Our Group acts as a
system integrator to provide our IT expertise to integrate our customers’ systems through networking,
software development, systems administration, database management, etc.

Our customers seek us for software development normally because there is no off-the-shelf
software in the market that can cater for their specific needs. We are usually given specific requirements
and we have to develop software products in accordance with such requirements for our customers. We
generally have to carry out software design, programming, database design, testing and deployment
during the process of software development.

Riding on our past experience and industry knowledge, our Directors consider that we are
particularly competent in delivering electronic signature systems, digital library systems and workflow
management systems to our customers.
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Electronic signature system (“ESS”)

The ESS is an imaging system designed for handling signature information and is designed for use
in a typical bank environment. Signatures of bank’s customers are captured, with appropriate indexing
information, and are stored into a central signature database. Signatures are then distributed for viewing
from user workstations. We have implemented the electronic signature system in a number of major
banks in Hong Kong.

Digital library system

Digital library system is a system used to manage multimedia assets of customers. The end user
can perform searches through a web browser to retrieve multimedia resources of customers. There will
be separate interfaces for our customers to manage their multimedia assets.

We have implemented the digital library system in an education institution and a public library in
Hong Kong.

Workflow management system

The workflow management system provides a platform for customers to control and manage
several business processes through IT systems. It aims to automate the distribution of work tasks in
relation to business areas selected by our customers.

We have implemented the workflow management system in a Hong Kong government body.

As at the Latest Practicable Date, we suspended our provision of IT application and solution
development in the PRC. All of our revenue derived from IT application and solution development was
generated in Hong Kong during the Track Record Period.

— 86 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ IN CONJUNTION
WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

Revenue generated from the provision of IT application and solution development by industry sector

Main contractors who subcontract IT application and solution development work to us are
considered to be our customers. The end-users of our IT application and solution development include
government and statutory bodies in Hong Kong (including education institutions), financial institutions
(including banks and insurance companies) and other general business enterprises (including both local
and multi-national customers).

The following table sets out our Group’s revenue generated from our provision of IT application
and solution development by industry sectors during the Track Record Period:

Three months ended
Year ended 31 March 30 June
2013 2014 2014
No. of No. of No. of
HK$’000  projects HK$’000  projects HK$’000  projects

Industry sectors

Government and statutory bodies 9,068 4 10,001 5 107
Financial institutions 1,671 2 286 1 339
General business enterprises 15,256 13 11,392 15 2,728 8
Total 25,995 19 21,679 21 3,174 11

Revenue generated, number and profit margin of projects in which our Company acted as main
contractor or sub-contractor

The below table sets forth the revenue generated, number and profit margin of projects in which
our Company acted as main contractor or sub-contractor respectively during the Track Record Period:

Year ended 31 March Three months ended 30 June

2013 2014 2014
Number  Gross Number  Gross Number  Gross
Revenue of projects margin Revenue of projects margin Revenue of projects margin

HK$’000 HK$’000 HK$’000
Main contractor 17,340 12 34.5% 12,829 14 46.3% 1,050 7 45.0%
Sub-contractor 8,655 7 44.2% 8,850 7  49.6% 2,124 4 51.8%
25,995 19 21,679 21 3,174 11
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Top five IT application and solution development projects in terms of recognised revenue
completed during the year ended 31 March 2013

The tables below set out, in terms of recognised revenue, details of our Group’s top five projects
of IT application and solution development completed during the Track Record Period, for which the
revenue recognised in aggregate accounted for approximately 42.2% and 57.9% of the total revenue
recognised in IT application and solution development for the years ended 31 March 2013 and 2014

respectively.
Revenue
Total recognised in
End customer’s End customer’s contract Project the year ended
business nature headquarters Our role Type of work value  Contract date  completion date 31 March 2013
HK$°000 HK$'000
(Note 1) (Note 2)
General business Germany Main contractor ~ Development of financial 36,852 February 2008 ~ March 2013 5,248
enterprise and accounting
system
Government and Hong Kong Main contractor ~ Development of 3,775 October 2011 December 2012 3,025
statutory body communication
module for electronic
record system
Financial institution Hong Kong Main contractor ~ Enhancement of existing 1,228 April 2012 January 2013 1,228
ESS and cheque
processing system
Government and Hong Kong Main contractor ~ Enhancement of existing 1,428  May 2011 December 2012 470
statutory body workflow
management system
Government and Hong Kong Subcontractor Enhancement of existing 718 January 2012 September 2012 461
statutory body registration system
Notes:
1. The total contract value as agreed in the agreement.
2. Project completion date means the date of delivery, i.e. generally, upon notification of completion to the customer and/or

the date of the letter of acceptance.
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Top five IT application and solution development projects

completed during the year ended 31 March 2014

in terms of recognised revenue

Revenue
Total recognised in
End customer’s End customer’s contract Project the year ended
business nature headquarters Our role Type of work value  Contract date  completion date 31 March 2014
HKS$’000 HKS$’000
(Note 1) (Note 2)
Government and Hong Kong Main contractor ~ Enhancement of existing 13,530  November 2012  February 2014 8,226
statutory body workflow system
Financial institution Hong Kong Subcontractor Development of trading 1,800  December 2013  March 2014 1,800
system
Government and Hong Kong Subcontractor Enhancement of existing 2,641 October 2012 December 2013 1,272
statutory body computerised system
General business Hong Kong Main contractor ~ Development of smart 650 July 2013 November 2013 650
enterprise card authentication
solution
Government and Hong Kong Subcontractor Enhancement of existing 720 March 2013 November 2013 612
statutory body online checking
system
Notes:
1. The total contract value as agreed in the agreement.
2. Project completion date means the date of delivery, i.e. generally, upon notification of completion to the customer and/or

the date of the letter of acceptance.

IT application and solution development project completed during the three months ended 30 June

2014

Revenue
recognised in

Total the three

End customer’s End customer’s contract Project months ended
business nature headquarters Our role Type of work value  Contract date  completion date 30 June 2014

HKS$’000

(Note 1) (Note 2)
General business Hong Kong Main contractor ~ Implementation services 279 March 2014 May 2014 186

enterprise for message delivery
gateway

Notes:
1. The total contract value as agreed in the agreement.
2. Project completion date means the date of delivery, i.e. generally, upon notification of completion to the customer and/or

the date of the letter of acceptance.
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Top five IT application and solution development projects in terms of contract value not yet

completed as at 30 June 2014

Financial year

in which all Revenue
revenue is not yet
End Total Expected Status as at expected to be recognised
End customer’s customer’s contract completion the Latest wholly as at
business nature headquarters  Our role Type of work value Contract date  date Practicable Date recognised 30 June 2014
HK$,000 HKS$,000
(Note 1) (Note 2)
Government and Hong Kong Subcontractor Enhancement of 21,125 March 2011 December 2014 Not yet completed 2015 170
statutory body existing exit/entry (Note 3)
system
Government and Hong Kong Subcontractor Data centre set-up and 9,700  December 2013 July 2015 Not yet completed 2016 5,502
statutory body migration (Note 4)
Government and Hong Kong Main contractor  Data conversion for 1,099 October 2012 October 2014 Not yet completed 2015 173
statutory body multimedia (Note 5)
information system
Government and Hong Kong Subcontractor Enhancement of 480 May 2014 July 2014 Completed 2015 117
statutory body existing exit/ (Note 6)
entry system
General business Hong Kong Main contractor  Integrated shopping 360 May 2014 September 2014 Completed 2015 79
enterprise mall system (Note 7)
Notes:
1. The total contract sum as agreed in the agreement.
2. Expected completion date means the date on which the project is expected to be delivered to the customer.
3. The project had achieved the expected timetable and was in the nursing period.
4. The project’s work in progress was in accordance with the expected timetable has commenced in the system development
stage.
5. The project’s work in progress was in accordance with the scope of work.
6. The project was completed in August 2014.
7. The project was completed in September 2014 in accordance with the expected timetable.

— 90 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ IN CONJUNTION
WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

IT application and solution development projects for which contracts had been signed but had not
been completed as at 30 June 2014

The table below sets out the total unrecognised revenue of our IT application and solution
development projects on hand but not yet completed as at 30 June 2014, the amount of revenue expected
to be recognised for the year ending 2015, and the advances received from the customers in respect of
these IT application and solution development projects as at 30 June 2014:

Revenue expected

Total unrecognised to be recognised Advances from
revenue as at for the year ending customers as at

30 June 2014 31 March 2015 30 June 2014
HK$’000 HK$°000 HK$°000

6,441 5,205 _

IT application and solution development project on hand but not yet completed as at the Latest
Practicable Date

As at the Latest Practicable Date, we had a total of 15 projects on hand (including projects that
have commenced but not yet completed as well as projects that have been awarded to us but not yet
commenced). Our Directors confirm that our Group has entered into legally binding contracts with our
customers for projects on hand as at the Latest Practicable Date.

—9] —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ IN CONJUNTION
WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

IT application and solution development life cycle

The following flow chart illustrates the major steps involved in an IT application and solution
development project:

Identifying projects
. R direct negotiations with
through tendering invitations g
customers
Assessment and price determination
Proposal submission
Follow up
clarification of proposal negotiation with customers

G

Signing of contract

G

Project implementation

The duration of our

projects varied from
} around one week to
five years

G

Completion of project

<

After sales services
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Identifying projects

For public sector projects, we generally identify tender invitations from different Hong Kong
government departments from the Hong Kong government gazette, government websites or email
notification of IT open tenders. The tender notices published by the Hong Kong government usually
include a brief description and specification of the work required, contract period, contact details of the
office where forms of tender and further particulars of the projects may be obtained and the closing time
and date of the tender.

We also receive tender invitation letters or request for proposal letters from private sector
customers. As our business is project-based, we do not have any annual tendering cycle, which is in line
with the IT application and solution development industry.

Our Directors and staff from the sales and marketing team may carry out pitching and business
discussion with potential customers from both private and public sectors to generate sales lead.

At times we are approached by the main contractors of certain projects through connections and
previous working relationships and requested to provide an indication of our interest to act as their
subcontractor. To facilitate the tender by main-contractors, we may enter into a teaming agreement with
a team lead whereby we agree to negotiate in good faith a sub-contracting agreement with the team lead
if a contract is awarded to him.

Assessment, price determination and proposal submission

After we have obtained the tender documents and project requirements from our customers, a
project director is assigned. Our project director will appoint a bid manager and form a proposal team to
make preliminary assessment. Our proposal team will commence preliminary work to assess whether our
Group would bid for the projects. Our proposal team will carry out preliminary works such as solution
feasibility assessment, lining up with sub-contractor(s) or partner(s) (if necessary), obtaining quotation
for third party software and hardware products and assessing internal resources to provide preliminary
costs of the proposal for our executive Directors’ consideration. Our executive Directors are responsible
for making the decision on whether or not to bid for the projects. If we are to bid for the projects, the
proposal team will prepare technical proposals and pricing proposals for submission.

Prerequisites for tendering vary and depend on the specific tender. Such prerequisites may include
but not limited to minimum number of years of experience in management of IT application and solution
development projects and experience in developing a similar IT system with a minimum number of
users. We are usually required to submit along with the tender, a company profile and details of relevant
experience. Occasionally, our Group is required to place a security sum. As at the Latest Practicable
Date, there was no specific financial requirement on our submitted tenders.

We consider the rates that our Group is able to charge for providing solutions and services depend
on factors such as the complexity of the projects, the technology and equipment required, the expected
number of man-days required to complete the projects, the expected gross margin and the level of
competition our Group faces during the bidding process.
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Follow up

After the submission of our proposals, we may receive enquires from our potential customers
regarding our proposals. The proposal team then have to follow up with the potential customers to make
clarifications in response to their enquires.

Bidding proposals during Track Record Period

As of the Latest Practicable Date, there were three bidding proposals pending tendering results.
Among these three bidding proposals, (i) two bidding proposals are pending tendering results; and (ii)
we have received the letter of conditional acceptance in respect of one bidding proposal, subject to,
among others, the signing of the formal contract. Please refer to the paragraph headed “Recent
development subsequent to Track Record Period” under the section headed ‘“Financial information” in
this [REDACTED)] for further details.

The following table illustrates our Group’s success rate of bidding proposals with contract values
of HK$1 million or above:

From
For the For the 1 April 2014
year ended year ended up to the Latest
31 March 2013 31 March 2014 Practicable Date
(Note 2) (Note 3) (Note 4)
Number of bidding results
received by our Group 9 6 9
Number of successful biddings 3 3 5
Awarded contract sum HK$17.4 million HK$15.3 million HK$16.1 million
Success rate of bidding
proposals (%) (Note 1) 33% 50% 56%
Notes:

(1 Success rate of bidding proposals is calculated by total number of bidding proposals awarded over total number of
bidding results received by our Group during the period/year.

2) As at 31 March 2013, there was no bidding proposals pending tendering results, which are excluded from the
calculation.

3) As at 31 March 2014, there were five bidding proposals pending tendering results, which are excluded from the
calculation.

4) As at the Latest Practicable Date, there were three bidding proposals pending tendering results, which are excluded
from the calculation.

Our Directors consider that in respect of the unsuccessful cases, those tenders were not awarded to
our Group mainly for pricing reasons. To the best knowledge of our Directors, the tender success rate in
the industry is not readily available.
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Signing of contract

A legally binding contract will be entered into between our customers and us when we are awarded

with an IT application and solution development project. The contract typically contains the following

salient terms:

Security sum

Payment

Credit terms

Service scope

At times, we may be required to place a security sum with our customers to
ensure our due performance during the term of the contract. The security is
generally released to us upon completion of the project.

Generally, our IT application and solution development is provided on a
fixed price basis payable in several milestones in accordance with the
payment schedule. The fixed price is inclusive of all agency fees, medical or
insurance expenses, tax payments (including corporate, transaction and
individual) for the services provided and there should be no extra payment
for other expenses which may arise in relation to the project. Payments will
only be made after the customer accepts and signs off each payment
milestone deliverable.

We generally grant a credit period to our customers for a period of 30 days
after the issuance of our invoice.

We normally set out our service scope in the contract which broadly includes
the following:

1. Project management services: plan and coordinate the development
work and testing work of the application, attend progress review
meeting with the customer, review change request and provide
feedback and estimation, monitor the progress to ensure on time
completion and conduct quality assurance testing on the products.

2. Requirement management services: collect and confirm the customer’s
requirements before the commencement of the technical designing
work.

3. System analysis and design services: perform analysis on customer’s

requirements and design the solution and application.

4. System development and unit test services: design and develop
programme codes, perform unit test, verify unit test results and rectify
problems identified in the test.

5.  System integration test services: conduct integration test to verify that
the developed programmes conform to the customer’s requirements in
an integrated testing environment.
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Warranty period

Liability

Limitation of
liability

6.  Support for system acceptance test services: assist the customer to
conduct system acceptance test for the developed application,
investigate problems reported by the customer, provide solution and
resolve the application faults found during the test.

In some cases, we warrant that the developed programmes will conform to
its technical specifications during the warranty period, which normally
ranges from approximately 3 months to 12 months. During such period, we
will maintain and support the software at no charge to the customer.

Some of our contracts stipulate that we shall indemnify and hold the other
party harmless from and against all claims, lawsuits or proceedings, losses,
damages, liabilities and costs (including legal costs) which arise directly and
indirectly, in connection with or out of, or which relate in any way to:

(a) a breach of any provision of the contract;

(b) the negligence, reckless or wilful misconduct of us, our consultants,
employees, agents or subcontractors in the delivery of the project; or

(c) any authorised act or omission of us, our consultants, employees,
agents or subcontractors.

During the Track Record Period, we limited our total liability arising out or
in connection with some projects for up to two times of the total fees.
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IT project implementation

The chart below illustrates a typical IT application and solution development implementation flow:

Formation of project team

A 4

Requirement analysis

\ 4

System design

\ 4

System development

v

System integration testing

\ 4

User acceptance testing

\ 4

System rollout and handover

\ 4

Post implementation review
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The table below describes the details of each step in a typical IT application and solution
development project:

Formation of project team ° Depending on the size of the project and the complexity of the work
undertaken, the number of staff allocated to the project team varies

° Composition of a project team varies and may involve the following
roles which are selected from our pool of staff:

—  Project director

° make final decisions and supervise the overall conduct of
the project

° liaise with stakeholders

—  Project manager
° manage the development and delivery of project
° manage the project team

° monitor overall progress, use of resources and initiate
corrective action where necessary

° liaise with project director, end users and project
assurance personnel, subcontractors, and any other
parties in relation to the project

—  Team manager
° prepare work plans for the team and monitor team’s work
° advise project manager of any deviations from plan
° identify and manage risks arising from the project
—  Quality controller
° manage overall quality of the project
° ensure compliance with internal standards
— Release manager

° manage configuration system of the project
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System design

System development

System integration testing

User acceptance testing

BUSINESS
—  Purchaser
° manage procurement of software, hardware and other

requested products and services
—  Other team members

° carry out the plans as directed by the project manager
and team manager and inform supervisors of deviations
from plans

° evaluate and implement changes for technical exceptions
° carry out quality control procedures
° User’s existing system and infrastructure environment are understood

° Requirements are gathered from end users including the business
functions that they perform, the data entities required by the new
system and sizing model of data storage

° Prototyping may be used to assist analysis
° Specifications are given based on the requirement analysis

° A system analysis and design report is compiled, translating user
requirements into technical requirements

° System design specifications are signed off by the customer

° Programme code is written/modified based on the design,
specifications and development standards

° If problems are discovered during the coding stage requiring
changes to the design, specifications or development standards, the
project manager initiates a change request

° Various units that make up the system are tested together, problems
found are recorded and unites are re-tested until the results are
satisfactory

° Integrated system is installed and tested according to the system
integration test plan

° Changes may be made to the code if necessary and re-testing of the
system is performed until the test results are satisfactory

° The user acceptance test plan is finalised and signed off by the

customer
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° System is installed at the end user’s site

° End users proceed with user acceptance test and the project team
provides support if necessary

° Any problems found during the user acceptance testing are recorded
and fixed by the project team

° After the user acceptance test is completed, the project manager
obtains a sign-off from the end user

System rollout and ° Accepted system is formally released to end user’s production
handover, and post environment

implementation review
° User training is provided to the end users and training is provided to

the end users in respect of the operation of the system
° User feedback is collected
° Project team conducts a post implementation review

° System is handed over to the maintenance team

Procurement of third party software and hardware

Our IT application and solution development projects may involve the deployment of third party
software and hardware. Depending on the requirements of our customers, we may have to procure third
party hardware and software for our customers. These third party software and hardware normally
include enterprise servers, database systems, or networking equipment from different suppliers.

We, as a system integrator, are responsible for ensuring that the sourced products conform to the
system requirements of our customers and support the software developed by us. At times, our
customers or end users may specify certain vendors to procure from or certain brands of products or
specific products to be procured. We negotiate the prices and terms with all the vendors on an arm’s
length basis and on normal commercial terms.

For contracts undertaken by us as a subcontractor, if the subcontracts entered into between us and
the main contractor so provides, the main contractor may be responsible for purchasing the third party
software and hardware.

After sales service

Warranty period commences once the solution is fully implemented and handed over to the
customer. Warranty periods offered by us in respect of our IT application and solution development
project usually ranged from approximately 3 months to 12 months. During the warranty period, we will
generally carry out problem diagnostics, bugs and technical errors fixes (other than those errors resulting
from the wilful default or neglect on the part of our customers) without any additional costs on top of
what our customers have paid for the implementation of the IT application and solution development.
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The usual warranty offered by us also covers any changes, modifications or enhancements made to
the solution during the warranty period. For certain contracts, if changes, modifications or enhancements
are made to the solution within the final month of the warranty period, the warranty period may be
extended for a further period at no additional cost to the customer.

Depending on the individual contract, if an error is unable to be remedied by our Group, the
customer may be entitled to rescind the portion of the contract relating to the error and request our
Group to refund for the relevant portion.

Subject to the agreement, we may have to conduct training courses for our customers in relation to
the developed IT solutions.

Completion of project
Duration of IT application and solution development project

The duration of our IT application and solution development projects is affected by a wide range
of factors including scope of work, technical complexity, delivery lead time of third party software and
hardware, expectation of customers, and vary widely.

During the Track Record Period, the duration of our IT application and solution development
project varied from approximately 1 week to 5 years. Project duration may occasionally be lengthened
due to change requests initiated by our customers.

Payment for IT application and solution development

The terms of each mandate, including the billing arrangement, are negotiated between the customer
and our Group and are determined on a case-by-case basis with reference to the specific circumstances
of each project.

Each of the IT application and solution development projects is provided on a fixed-price basis
payable in several milestones in accordance with the payment schedule of the mandate. It is the current
practice of our Group to bill the fees under the mandates in three to five payments for projects having a
length of up to twelve months under normal circumstances with the first payment to be paid upon
signing of the contract. The following payments will be paid according to the completion of critical
milestones of the projects, for example, signing off system design, performing system integration testing
or performing user acceptance testing. The final payment will be paid upon the system handover and
post implementation review of the applications or solutions.

Payment for IT solutions varies according to the relevant agreements. For some projects, we
receive payments in several milestones as determined in the relevant agreements; for some, we receive
one-off payment from our customers upon signing the contract; for some, we require customers to pay a
portion of the contract price upon the signing of the contract, ranging from 10% to 40%. From time to
time, our customers may initiate change requests by which the scope of work of the original agreements
is amended and the contract sum will normally be varied.
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PROVISION OF SECONDMENT SERVICES

Our Group has been offering secondment services in Hong Kong since 1995 where we designate
staff from our pool of staff to work for our customers during the term of the secondment service
agreements.

During the Track Record Period, we had seconded our staff to 10 customers covering different
backgrounds including government and statutory bodies, financial institutions, and general business
enterprises. We mainly provide architect, system analyst, and analyst programmer for IT system and
software design, development, testing and implementation. As our seconded staff work on-site at our
customers’ premises, our customers are able to have readily access to the relevant manpower.
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The below chart illustrates a typical workflow of our secondment service:

Customers provide staff’s
requirements to our Group

No Suitable candidates Yes
available in
our Group?
Recruitment
Approximately
one to two
month(s) Our Group signs
employment contract
with new recruits
Our Group signs
secondment agreement \
with customer
Approximately
two weeks

Second staff to
our customer

End of secondment period
or termination by customer

Secondment staff remains
employed by our Group

Secondment staff seconded
to other customers or works
for other business of
our Group’s
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When we receive potential secondment service requests from our customers, we will first ascertain
our customers’ requirements against the experience, qualifications and skill-sets of our existing pool of
staff. Suitable candidates are deployed from within our staff pool if possible, if none match our
customers’ requests, we shall then recruit new staff from the outside.

Once the suitable candidates have been selected, our Group will enter into a secondment agreement
with the customer. The secondment agreement with the relevant customer will usually contain among
others, provisions regarding the working hours, scope of work and protection of our customer’s
confidential information and intellectual property rights. During the duration of the secondment service
agreement, and after the secondment period, the seconded staff remain as employees of our Group. Once
the secondment agreement is terminated, the relevant staff will either be seconded to other customers or
be deployed to work on other business for our Group.

The following table sets out the breakdown of the number of our staff on secondment to our
customers by industry sector as at the end of each of the periods during the Track Record Period and as
at the Latest Practicable Date:

As at

As at the Latest

As at 31 March 30 June Practicable

Industry sector 2013 2014 2014 Date
Number Number Number Number

of staff of staff of staff of staff

Government and statutory bodies 5 1 — —
Financial institutions 64 65 68 81
General business enterprises 9 17 17 1
Total 78 83 85 82

Our seconded staff

Our seconded staff mainly include architect, system analyst, and analyst programmers/programmer
who are responsible for handling IT-related matters, such as system administration, business intelligence,
system design and development, for our customers engaged in different industries.
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The various types of seconded staff and their respective responsibilities are as follows:

Position Responsibilities

Architect ]

System analyst °

Analyst programmer/ o

programmer

Design and carry out implementation of application development
framework

Lead development team in applying application development
practices and technologies

Provide consultancy service for reviewing and revising overall
system architecture

Analyse and design application functions based on user requirements

Lead development team in implementing functional development,
testing, deploying and maintaining system

Develop application functions using applied technologies and
practices

Assist team in program coding, testing, bug fixing, deployment and
maintaining system

The following table sets out the breakdown of the number of our staff on secondment to our

customers by grading as at the
Latest Practicable Date:

end of each of the periods during the Track Record Period and as at the

As at
As at the Latest
As at 31 March 30 June Practicable
2013 2014 2014 Date
Number Number Number Number
of staff of staff of staff of staff

Grading
Architect 2 4 3 2
System analyst 22 38 36 32
Analyst programmer/programmer 54 41 46 48
Total 78 83 85 82

If any of our seconded staff resigns, we will notify our customer within a reasonable period and, if

requested, will find a replacement staff for our customer. If our customer is not satisfied with the

performance of the seconded staff or if our seconded staff fails to meet the customer’s standards, we will

find a replacement staff provided that our customer’s request is reasonable. Nevertheless, our customers

have the right to terminate the secondment agreements by giving the agreed period of advance notice.
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During the Track Record Period and up to the Latest Practicable Date, we had not received any
complaints in relation to the performance of our seconded staff other than request for replacement of
seconded staff nor had we received any complaints from our customers in respect of any deficiency of
our complaints’ handling procedures or the manner in which we had handled any particular complaint.

We, being the employer of our seconded staff, are responsible for handling their employment
related administrative work, such as preparing employment contracts, payroll calculation and processing,
administering employee benefits, providing them with employee’s compensation insurance and preparing
and filing relevant employer’s return and notifications to the IRD.

Our Directors consider that the entry barrier of secondment service is low; however, given that our
Group has a good understanding of our customers’ businesses, products and industries, our seconded
staff have an edge, being equipped with the specific skill-sets and technical support in order to meet our
customers’ needs.

Salient terms of the secondment service agreement

Our secondment service agreements during the Track Record Period usually contain the following
provisions: (i) the scope of our services; (ii) the basis of our service fees, which is usually a fixed
monthly rate (and pro rata) chargeable on a monthly basis, and payment terms of our seconded service
fees; (iii) requirements for seconded staff; (iv) the duration of the agreement, which may be a fixed term
ranging from approximately 4 months to 18 months subject to early termination by one months’ written
notice served by either party.

Service fees

All the secondment service fees and arrangements are agreed between our customers and us upon
the signing of the secondment service agreements before the commencement of secondment services and
shall remain unchanged during the contract period unless otherwise mutually agreed. The pricing of
secondment services depends on factors such as experience and qualification of the seconded staff, the
salary of the seconded staff and the prevailing market rate.

Our service fees are generally charged on a monthly basis. Our seconded staff may be required to
fill in a time-sheet each month detailing the number of days or hours worked and over-time spent for
our customers. The time-sheet will be submitted to our customers for verification. Subject to the
approval of the time sheet by our customers, we will issue an invoice to our customers based on the rate
agreed upon in the secondment service agreement. Some of the secondment service agreements might
specify service fee caps for the fees chargeable by us during the term of those secondment service
agreements.

It generally takes about one to two week(s) from the end of the preceding month for our customers
to verify and approve the time sheet after our submission. During the Track Record Period and up to the
Latest Practicable Date, we had not encountered any incident where our customers had withheld
approval of the payment to us nor had we received any complaints from our customers about material
errors in time sheet entry.
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PROVISION OF MAINTENANCE AND SUPPORT SERVICES

We offer a range of maintenance and support services to our customers in relation to (i) third party
hardware, software and systems and (ii) applications developed by us. In general, our maintenance and
support services help our customers to keep their IT systems in good working order, identify and resolve
errors and defects in the hardware, software and systems and solve such problems.

Following the completion of the project and acceptance by the customer or the expiry of the
warranty period (if any) of our IT application and solution development, if customers wish to continue
retaining our services to ensure the smooth running of their solutions, they will usually enter into a
separate maintenance agreement with us. We may also be engaged by customers for whom we have not
provided any IT application and solution development to provide maintenance and support services for
their existing IT systems.

Our customers of maintenance and support services mainly include government and statutory
bodies, financial institutions and general business enterprises including multinational clients.

The table below shows the number of agreements from which revenue from our maintenance and
support services segment was derived during the Track Record Period:

Year ended 31 March Three months ended 30 June
2013 2014 2014
Number of Number of Number of
agreements  Approximately agreements  Approximately agreements  Approximately
HK$’000 HK$’000 HK$’000
28 18,825 26 19,614 21 4,833
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Maintenance and support services agreements

Set out below are the maintenance and support services agreements in force with over one year of

remaining service period as at the Latest Practicable Date:

Total
revenue
Maintenance recognised
End customer’s work handled as at
business nature by Type of products Maintenance period 30 June 2014
From to HK$'000
Government body ~ Our Group Maintenance and July 2004 October 2016 24,833
support for exit/
entry system
Government body ~ Our Group Maintenance and September September 8,284
support for 2007 2016
workflow
management
system

Total
contract
value
HK$000

36,388

10,958

The agreements entered into between our customers and our Group for maintenance and support

services agreements in force with over one year of remaining service period as at the Latest Practicable

Date are legally binding long-term agreements. The duration of the agreements are for fixed terms,

extendable for a further period prior to the expiry of the term. Our customers may terminate the

contracts by giving the requisite period of written notice. The maintenance fees are fixed annual

amounts inclusive of all taxes and expenses that may arise in relation to the carrying out of the

maintenance and support services. Any out of scope work will only be paid for if our Group goes

through the change request procedure and if the additional fees are mutually agreed by both parties.

- 108 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ IN CONJUNTION
WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

The below chart illustrates a typical workflow of our maintenance and support services:

Customer provides requirements
for maintenance and support service

Analysis of customer’s requirements

Yes Need to engage

subcontractor?

Obtain quotation
from subcontractor

Provide quotation to
customer

A\ 4
A

Enter into service agreement
with customer

Set-up and transition

Maintenance and support
service begins
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When we receive a maintenance and support service request from our customers, we will first
ascertain our customers’ requirements. We will conduct due diligence baseline study which identifies
among others, manpower requirements, hardware requirements, software requirements and budgets.

If services are required from a subcontractor, we will obtain a quotation from them. Based on the
resource plan, we will estimate our approximate charges for maintenance and support services and
finalise the terms of the agreement with our customers. Once we have entered into an agreement with
our customers, we will proceed to carry out setting up and transition work during which we will setup
the helpdesk, assign helpdesk and onsite support engineers to the project and assign a project manager
to act as the point of contact for our customers.

Our scope of work

We normally state our scope of work in our maintenance and support agreements with our
customers. Our scope of work under maintenance and support services can be broadly categorised into
the following:

Service helpdesk

We will provide dedicated phone numbers or email addresses as first tier contact for our
customers. Through our service helpdesk, we provide application support to our customers such as
answering usage-related problems, fixing application problems and coordinating problem reporting.

We normally state out our service hours in the agreement. Some of our hotline/email services
are outsourced.

IT systems administration, management and capacity planning

We provide system, database and network administration and management services to our
customers. For system and database, we act as the IT system and database administrator to perform
all system and database administration tasks to support and maintain the IT systems. We carry out
work such as user account management, access control management, password policy setting,
backup and recovery strategy and procedures formulation, disk management and security control.
We also provide system recovery and data restoration services in order to maintain the availability
and reliability of the IT system.

We also help our customers monitor the performance and capacity of their IT systems by
reviewing their sizing model, capacity requirement and monitoring system utilisation. We then
assess the cost implications for consequential changes and make suggestion to our customers.
System tuning and housekeeping work will be carried out if necessary.

IT Security management

We provide IT security monitoring services that include proactive alert on system
vulnerabilities and security threats such as virus, worms or other malicious activities. Once a
security vulnerability or threat is identified, we help our customers apply patches or re-configure
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their IT systems to fix or remove such vulnerability or threat. We also help our customers perform
health checks of their IT systems and recommend equipment and systems that can cope with their
business changes.

Maintenance

In the event that a defect in the hardware, software or system is identified, we will perform
maintenance service to remedy any defect. In case of hardware maintenance, we may carry out
inspection on site and if the defect can only be fixed by the hardware manufacturer, we will have
to send the hardware to the manufacturer for maintenance. Subject to the agreement, we may have
to loan hardware to our customers to replace the faulty hardware temporarily.

In case of software maintenance, we may first simulate the scenario, identifying the cause
and assessing its impact, and then we will recommend solutions or work-arounds, implement them
and carry out regression test.

System changes, enhancements and patch management

New or upgraded version of software may be released during the term of maintenance and
support service. These new or upgraded version of software may contain bug fixes, new features
and minor enhancements. We help our customers install and integrate such new or upgraded
software in their IT systems.

We may design, modify and enhance third party software to meet the requirement of our
customers. We also update the relevant documentation related to the system changes and
enhancements. We may provide user training in respect of the enhancements and system changes.

We also provide patch management service where we deploy and test system patches or
firmware provided by third parties in a test environment before deploying them in our customer’s
production environment.

Our maintenance and support service workflow

Once our customers encounter a problem with their IT systems, they would contact our support
helpdesk through telephone or email. Our helpdesk representative will then despatch the customer’s
request to the relevant technical staff. Our staff may gather system log, trace or screen capture to
conduct diagnosis. Our technical staff may also investigate the problem through remote access to our
customers’ systems. If such problem cannot be tackled over the telephone or email, our technical staff
may have to provide on-site support. When the problems are tackled, we may have to prepare reports to
our customers.
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Our typical workflow for maintenance and support service is illustrated as follows:

Problem identified
by our client

Client contacts our support hotline/email
and reports problem

Reply to the client and report problem status
within the agreed response time

Investigate problem and
take follow up action

A

Assign problem to
appropriate personel for fixing

A

Provide recommendation and implement
fault fixes and enhancements No

A4

Test for
problem resolved

y

Problem
fixed

Yes

Close
problem
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Salient terms of the maintenance and support service agreement

Our maintenance and support service agreements usually contain the following provisions: (i) the
scope of our services; (ii) service hours; (iii) our response time in connection with the customer’s
maintenance and support service request; and (iv) the basis of our service fees, which is usually a fixed
rate. During the Track Record Period, the duration of our maintenance and support services agreements
were usually for a fixed term ranged from one year to ten years.

Service fees

All the maintenance and support service fees and arrangements are agreed between our customers
and us upon the signing of the agreements before the commencement of maintenance and support
services and shall remain unchanged during the contract period unless otherwise mutually agreed.

We take into account various factors when pricing our maintenance and support services, including
cost of our suppliers, the scope of work, the required service level and the complexity of the customers’
IT systems.

PROVISION OF IT INFRASTRUCTURE SOLUTIONS

We design, build and optimise our customer’s backbone network and IT systems. Our Group
provides IT infrastructure solutions to customers by integrating servers with different platforms, storage
systems, security systems, software, networking equipment, backup solution, office automation,
professional services, etc. sourced from different hardware and software suppliers. The IT infrastructure
solutions normally will not involve any software development.

Our IT infrastructure solutions mainly cover the following services:

Network solution ° Sizing, topology design, and implementation of network solution
such as building a secure local area network with high availability.

IT systems solution ° Sizing, design and implementation of various IT systems including
servers, operation systems, storage and recovery systems and
security systems.

° IT systems migration and optimisation such as operation systems
upgrade and migration, and servers consolidation, optimisation and
virtualisation.

Backup solution ° Sizing, design and implementation of traditional backup solution,
and virtual tape library backup solution

Visualisation ° Support for visualisation platform including AIX, Windows and
solution Linux System
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When our customers come to us with requests to update and/or change their existing infrastructure,
our technical and sales team will first study their requirements taking into consideration of their present
and future needs. Then, we will design, select and propose the most appropriate hardware and software,
come up with an implementation plan and package it into an IT infrastructure solution that suits our
customers’ individual needs. We will then obtain quotations from each of the suppliers for the relevant
hardware and software. For larger suppliers who may distribute their products through distributors, our
suppliers send us their price lists weekly. As the prices offered by distributors generally conform with
the prices in the supplier’s price list, we contact individual distributors to get a sense of their stock
levels for the products we are interested in. We will then prepare a quotation for our customer for the
entire IT infrastructure solution, taking into account the various quotations provided by our suppliers as
well as services provided by our Group.

Once the quotation is accepted by our customer, our Group will then reserve appropriate resources
and place orders with various suppliers for various hardware and software in accordance with the IT
infrastructure solution plan. Our suppliers usually deliver their products directly to our customers’
offices, where we will proceed to install and implement the solution. Successful implementation of the
IT infrastructure solution is finally followed by payment by our customers within their respective credit
periods.

The following chart illustrates the typical workflow of our IT infrastructure solutions:

Requirement analysis

v

Implementation plan design

v

Acquisition of hardware,
software and communication lines
(if necessary)

v

Implementation and integration

v

Parallel run and
user acceptance test

.

Rollout and handover
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We generally carry out the following tasks in each of the above stages:

Requirement
analysis

Implementation plan
design

Acquisition of
hardware and
software and
communication
lines (if necessary)

Implementation and
integration

Parallel run and
user accept test

Rollout and
handover

Study customer’s existing IT environment
Determine and confirm customer’s requirement

Provide implementation plans including IT systems set up, testing,
migration, cutover and fallback

Provide updated proposal on existing network, hardware and
software (if necessary)

Define site preparation requirement and cabling requirement (if
necessary)

Prepare acquisition proposal of hardware and software and
communication lines

Make relevant licence applications for strategic commodities to the
Strategic Trade Controls Branch of the Trade and Industry
Department (if necessary)

Monitor delivery of hardware and software
Conduct site preparation and cabling work (if necessary)

Carry out installation, configuration and reliability test of hardware,
software and communication lines supplied by third parties (if any)

Configure and customise the hardware and software for the
integration with the existing IT environment

Perform functional and integration test

Perform data migration and update for existing IT systems

Parallel run with existing system

For new system, select certain users to perform production rehearsal

Handover to customer
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Revenue generated from the provision of IT infrastructure solutions by geographical location

The table below illustrates the breakdown of our revenue from IT infrastructure solutions by Hong
Kong and the PRC during the Track Record Period and periods mentioned below:

Year ended 31 March Three months ended 30 June
2013 2014 2013 2014
HK$’000 % HK$’000 % HK$’000 % HK$'000 %
(Unaudited)
Hong Kong 103,957 95.8 108,031 100.0 23,211 100.0 19,551 100.0
PRC 4,563 4.2 — — — — — —

108,520 100.0 108,031 100.0 23,211 100.0 19,551 100.0

Our IT infrastructure solution business in the PRC was discontinued through the Disposal on 1
April 2013.

Revenue generated from the provision of IT infrastructure solutions by industry sector

During the Track Record Period, the end-users of our IT infrastructure solutions include
government and statutory bodies in Hong Kong, financial institutions (including banks and insurance
companies) in Hong Kong and other general business enterprises (including both local and multi-
national customers in Hong Kong and the PRC).

The following table sets out our Group’s revenue generated from our provision of IT infrastructure
solutions by industry sectors during the Track Record Period:

Three
months
ended
Year ended 31 March 30 June
2013 2014 2014
HK$’000 HK$°000 HK$°000

Industry sectors
Government and statutory bodies 3,700 964 20
Financial institutions 52,104 61,285 6,373
General business enterprises 52,716 45,782 13,158
Total 108,520 108,031 19,551

Duration of our IT infrastructure solutions

The duration of our IT infrastructure solutions ranged from approximately one week to five years.
The duration varies and largely depends on the scale of the IT infrastructure and the scope of work
assigned to us.
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Return and warranty

The hardware and software components that make up our IT infrastructure solutions come with
original warranties offered by our suppliers which usually range from 12 months to 24 months. In the
event there are any defects with the hardware and/or software, our customers may contact our suppliers
directly to rectify the defect or failing which, to obtain a refund. During the Track Record Period, we
have not encountered any material refund.

INTERNAL CONTROL

In order to mitigate the significant risks inherent to our business model, we have adopted and
implemented certain policies and internal control. Our Directors are responsible for monitoring our
internal control system and reviewing its effectiveness. Our independent internal control consultant, Lau
& Au Yeung C.P.A. Ltd. performed an assessment on our internal control systems including reviewing
guidelines and policies which are implemented through our operational process. No material
insufficiency and ineffectiveness on the internal control system had been identified by our internal
control consultant. Below are some internal control measures we have implemented to mitigate certain
risk factors of our business.

Cash flow management to mitigate the risk of cash flow mismatch

Among our business segments, we consider that the cash flow risk in respect of our maintenance
and support services and secondment are the lowest as receivables are recognised prior to the
performance of our services and/or [REDACTED] of orders with suppliers. In respect of our IT
application and solution development since customers make payment after signing off the relevant
payment milestone deliverable, our Directors consider that the cash flow risk is higher.

To manage our cash flow risk, after we issue invoices to our customers, a record of the invoice is
entered onto the invoice register maintained by our accounting team. Our accounting team will then
monitor the settlement of invoices by customers to ensure that payment is made by customers within the
credit periods granted to them and updates the account receivables ageing report monthly. Our
accounting staff checks the ageing of trade debts on a monthly basis, and overdue trade debts are passed
to our project team members for follow up with the respective customers. Our accounting team prepares
a monthly cash flow report which is submitted to our chief financial officer.

We also enhance our cash flow management system by preparing a 12-months cash flow projection
bi-yearly. Each business segment individually estimates the future cash inflow based on existing and
projected contracts/orders and the projected outgoing costs. The consolidated information from all
business segments is presented to our executive Directors for their review. Each business segment
reviews their estimations quarterly so that the cash flow projection may be updated if necessary. On a
quarterly basis, our accounting team also compares the cash flow projection with the actual performance
and budget of our Group and produces a variance analysis for our executive Directors’ review.

Liquidity management

To maintain our liquidity going forward, we have adopted policies for preparing and reviewing
monthly cash flow forecast report to estimate the available fund balances which sets out cash inflow and
outflow of each line of businesses. The report also sets out closing balances for all the bank accounts,
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amounts of trade debtors by ageing, amounts of trade creditors by ageing, bank borrowings, limits of
available facilities, and outstanding and available balances by each facility. The report will assist our
management to forecast significant cash flow shortfall in advance and make necessary business decision
to mitigate the shortfall in a timely manner. With reference to the cash balances and the monthly report,
we are able to manage the credit period granted to customers and the collection from outstanding trade
debtors.

Controls over project delay and cost overrun

As required by our QMS, we produce QM trails at the start of each project and/or service to help
us plan the delivery timeline of our projects and/or services and ensure that the timeline is strictly
followed by our project teams.

Before entering into a contract or submitting a tender, our Group first works out a resource plan
with reference to the customer’s requirements to assess the time required to complete the project and/or
service. Based on the resource plan, our project team produces a weekly plan containing details of
specific work that is to be performed by various team members. Our project team meets at least weekly
to discuss the progress and any material deviation from the weekly plan is reported to the project
director. Project director will also notify the chief financial officer of any possible delay of completion
of any milestones so that any impact on cash flow and operation result can be reported to the executive
Directors. Our Directors believe that by strict monitoring of our work progress, we are able to ensure
timely delivery and detect risks of cost overrun at an early stage. For further details of our quality
management system, please refer to the section headed “Quality Control” under the section headed
“Business” in this [REDACTED].

Limitation on liability

We may be exposed to potential liabilities for damages or injuries caused by our negligent acts or
omissions in the provision of our services. We generally negotiate with our customers to include a
contract provision which limits our liability to two times of the total fees received by us under the
contracts for IT application and solution development. In respect of contracts for secondment services,
we generally include a contract provision which limits our liability to the contract sum. Furthermore, as
required by our internal guidelines, contracts with sums of over HK$10.0 million or contract liability
over two times of the contract sum require approval by our Directors. In respect of contracts with
special terms and conditions, we actively seek legal advice to clarify the scope of our potential
liabilities.

During the Track Record Period and as at the Latest Practicable Date, we did not experience any
material claim, legal action or lawsuit from our customers in connection with any negligent act or
omission in our provision of services, or supply of defective hardware and software.

Controls over authorised use of software

If computers of former staff members are assigned to new staff, our Group takes care in
reformatting the computers to remove all traces of potentially confidential information that may have
been accessed by the former staff. We monitor the types of software used by our staff by requiring each
staff to make an application to their respective project managers before the installation of new software.
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To ensure that our staff do not use, install or download unauthorised software, we have assigned a
senior staff to perform random surprise checks on employees’ computers to check for the presence of
illegal software.

Mitigation of risk of breaching confidentiality obligation to our customers

Our staff may come into possession of certain proprietary or confidential information pertaining to
our customers or their businesses while they perform their duties to our customers. During the course of
their secondment, our seconded staff may have access to confidential information relating to our
customers’ data. We have issued to staff internal guidelines in respect of the handling of confidential
information. Furthermore, before the commencement of a secondment, the secondment staff will be
briefed in respect of the code of conduct adopted by the particular customer and provided with the
customer’s guidelines. Each project team has a team member who is responsible for overseeing the
ethical behaviour of each team member and communicating with the customer to keep track of any
complaints in respect of staff behaviour. Furthermore, our staff may be required to sign a non-disclosure
agreement or confidentiality undertaking as requested by our customers.

During the Track Record Period and up to the Latest Practicable Date, we have not had any
complaints or incidents of leakage or misappropriation of our clients’ confidential information.

Ensuring compliance with bank covenants

Our chief financial officer is responsible for monitoring the compliance with our bank covenants.
Our chief financial officer will prepare and update a summary of terms and conditions of banking
facilities and immediately upon any change in banking facilities or receiving any notice from banks. The
summary will highlight the important bank covenants and requirements, in particular, those which are
linked to financial indicators such as net asset value and profit.

Our chief financial officer will regularly review the monthly financial statements to ensure the
financial indicators are in compliance with the bank covenants. On a quarterly basis, our chief financial
officer will report the summary to our executive Directors to inform the Board of any material changes
or new requirements.

If our chief financial officer identifies any potential breach of covenants, the incidents will be
brought to the attention of our executive Directors immediately and the Board will be notified by our
executive Directors. Our chief financial officer will communicate with the bank, if necessary, and make
sure the non-compliance will be avoided.

Controls over use of fund pool of security sum

In order to improve our control of cash flows and to maintain liquidity requirements for due
performance set by some customers, our Group will set up a fund pool of security sum and the fund will
be placed in a segregate bank account from the normal operating accounts of our Group. A portion of
the net proceeds from the [REDACTED] of approximately HK$[REDACTED] million will be injected to
the fund pool. The fund should be used to invest in capital protected products or short-term interest
bearing deposits. The fund cannot be used for other purposes, save for reallocation for expansion of IT
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application and solution development business such as strengthening tender capabilities. The size of the
fund shall be reviewed by the audit committee annually. Any adjustment of policy of the use of fund
shall be approved by both the Board and the audit committee.

SALES, MARKETING AND CUSTOMERS
Customers

Our customers include government and statutory bodies, financial institutions and enterprises of
various scales. We had approximately 198 and 137 customers for each of the two years ended 31 March
2013 and 2014 and 81 customers for the three months ended 30 June 2014 respectively. Set out below is
a breakdown of revenue by industry sector during the Track Record Period and the periods mentioned:

Year ended 31 March Three months ended 30 June
2013 2014 2013 2014
HKS$’000 % HK$’000 % HK$000 % HK$’000 %
(Unaudited)
Government and statutory
bodies 19,798 10.1 14,441 7.6 5,962 13.7 493 1.3
Financial institutions 87,310 44.5 93,936 49.4 15,995 36.9 15,424  40.3
General business enterprises 89,044 45.4 81,607 43.0 21,400 49.4 22,387 58.4

196,152 100.0 189,984 100.0 _ 43,357 100.0 38,304 100.0

In respect of IT application and solution development projects, a main contractor who subcontracts
IT application and solution development work to us is considered to be our customer.

In respect of secondment and maintenance and support services of our Group, we have entered into
contracts with our customers for fixed terms normally ranging from approximately four months to ten
years which may be renewable for a further term. For details of our secondment and maintenance and
support services, please refer to the sections headed “Provision of secondment service” under the
section headed “Business” and “Provision of maintenance and support services” under the section
headed “Business”. In respect of our other services offered, contracts are entered into with our
customers on a project-by-project basis. Save for the abovementioned, we have not entered into any long
term agreements with any of our customers.

During the Track Record Period and up to the Latest Practicable Date, our Group has not received
any material complaints from our customers.
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The following table sets out our top five customers for the year ended 31 March 2013:

Customer

Customer A

Customer B
Customer C

Customer D

Customer E

Total

Background

Retail bank

Retail bank

Multinational
technology and
consulting
corporation

Global IT outsourcing
company

Global transportation
and logistics
company

Types of
products/services
supplied/provided
by us

IT application and solution
development, secondment
services and IT infrastructure
solutions

Secondment services

IT application and solution
development, and
maintenance and support
services

IT infrastructure solutions

IT application and solution
development, secondment
services, and maintenance
and support services

- 121 -

Revenue from
the customer

Percentage of
our Group’s
total revenue

(HK$ million) (%)
317 16.2

313 16.0

203 10.3

12.4 6.3

9.9 5.0

105.6 53.8

Year(s) of
relationship with
our Group as at

31 March 2013
(approximately)

7.0

14
16.3

5.0

52
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The following table sets out our top five customers for the year ended 31 March 2014:

Customer

Customer B

Customer A

Customer C

Customer F

Customer G

TOTAL

Types of
products/services
supplied/provided

Business nature by us

Retail bank Secondment services

Retail bank Secondment services and IT

infrastructure solutions

Multinational IT application and solution
technology and development and
consulting maintenance and support
corporation services

Retail bank Secondment services and IT

infrastructure solutions
Government and IT application and solution
statutory body development, secondment
services and IT
infrastructure solutions

Revenue from
the customer

Percentage of
our Group’s
total revenue

(HK$ million) (%)
275 14.5
26.1 13.7
18.3 9.6
13.2 7.0
94 5.0
94.5 49.8

Year(s) of
relationship with
our Group as at

31 March 2014
(approximately)

8.4
8.0

17.3

23

4.5

The following table sets out our top five customers for the three months ended 30 June 2014:

Customer

Customer B
Customer D

Customer C

Customer F

Customer A

TOTAL

Types of
products/services
supplied/provided
Business nature by us
Retail bank Secondment services
Global 1T IT infrastructure solutions
outsourcing
company
Multinational Maintenance and support
technology and services and IT
consulting infrastructure solutions
corporation
Retail bank Secondment services and 1T
infrastructure solutions
Retail bank Secondment services and IT

infrastructure solutions
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Revenue from
the customer

Percentage of
our Group’s
total revenue

(HKS$ 'million) (%)
1.1 20.1

5.5 14.4

3.8 9.9

2.1 5.5

2.1 54

21.2 354

Year(s) of
relationship with
our Group as at

30 June 2014
(approximately)

8.6

6.2

17.5

2.5

2.1
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During the Track Record Period, the revenue from our five largest customers accounted for
approximately 53.8% and 49.8% of our total revenue for each of the two years ended 31 March 2013
and 2014 respectively. Meanwhile, the revenue from the largest customer accounted for approximately
16.2% and 14.5% of our total revenue for the corresponding periods respectively. For the three months
ended 30 June 2014, the revenue from our five largest customers accounted for approximately 55.4% of
our revenue and the revenue from the largest customer accounted for approximately 20.1% of our
revenue. Our Directors believe that our Group is not threatened by concentration risk in relation to the
largest customer.

Relationship with Customer C (or Supplier D)

Customer C is a company incorporated in Hong Kong; it is a group company of an international
technology and consulting corporation based in the United States of America. Customer C is a provider
of IT services and business solutions in Hong Kong which include, among other things, hardware,
software and business services. Its customers include government bodies and different kinds of
enterprises in major industries such as financial services, retail and communication. Being one of our
largest customers, Customer C, acting as the main contractor of IT application and solution development
projects and maintenance and support projects, subcontracted work to our Group. Customer C is also
one of our major suppliers (known as Supplier D) with which we have entered into a business partner
agreement and purchased from them products for our provision of IT application and solution
development (other than work subcontracted by Customer C) and IT infrastructure solutions. The
revenue derived from the provision of IT application and solution development and maintenance and
support services to Customer C by way of subcontracted work, accounted for approximately 10.3% and
9.6% of our revenue for each of the two years ended 31 March 2013 and 2014 and 9.9% of our revenue
for the three months ended 30 June 2014 respectively. The cost of products purchased from Customer C
in association with our provision of IT application and solution development and IT infrastructure
solutions accounted for approximately 4.0% and 12.5% of our total cost of sales for each of the two
years ended 31 March 2013 and 2014 and 13.9% of our total cost of sales for the three months ended 30
June 2014 respectively.

Our Directors confirm that none of the Directors, their respective close associates or, so far as our
Directors are aware, any of our existing Shareholders who own more than 5% of the share capital of our
Company, do not have any interest in any of the five largest customers of our Group during the Track
Record Period.

Sales and marketing

As at the Latest Practicable Date, our Group’s sales and marketing team had seven team members
in Hong Kong. They are responsible for identifying business opportunities, generating sales leads,
building relationship with our customers and building our brand awareness.

Our IT solutions services provided to customers are identified through competitive bidding in open
tenders, invitations from main contractors or direct negotiations with our customers by our project
teams. The terms of our maintenance and support services are also directly negotiated between our
project team and individual customers. As for secondment services, our customers are often introduced
by referral or are recurring customers. Accordingly, the aforementioned three types of services offered
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by our Group are not particularly marketed through any sales and marketing activities. Our sales and
marketing team is mainly responsible for the marketing and promotion of our IT infrastructure solutions,
being our fourth type of service offered.

No rebates were given to any customers by our Group during the Track Record Period.

We market our brand and services through telephone marketing as well as seminars, talks, and
luncheons. These activities allow our Group to demonstrate our Group’s capabilities and to build
relationship with existing or potential customers.

Credit control
Our customers usually pay by cheque or through bank transfer.

The IT infrastructure solution projects normally range from one week to twelve months, with only
a few exceptional projects having a length of over three years. We negotiate payment terms with our
customers in order to maintain the liquidity of these exceptional projects. Customers are generally
required to place a 50% deposit before our procurement team places orders with suppliers. Depending on
the length of the IT infrastructure solutions projects, the remaining balance would be collected either in
several milestones or upon completion of projects. All customers of our IT infrastructure solutions are
required to settle the remaining balance within their respective credit periods after delivery and/or
project completion. In respect of our maintenance and support services, we request for full payment
upon entering into service agreement or a regular payment during the service period. In respect of our
secondment services, we usually receive regular payment during the service period. On the other hand,
credit terms are granted to customers of our IT application and solution development when they make
payment to us by payment milestones.

Subject to the credit risk of specific customers and prevailing sales performance, we generally
grant credit terms of 30 days to customers. The management and responsible staff conduct regular
reviews on customers’ payment history, length of relationship and overdue payments (if any), so as to
revise the credit terms granted to them. As at 31 March 2013, 31 March 2014 and 30 June 2014, no
impairment loss was recognised on trade debtors. Our Directors confirmed that during Track Record
Period and up to the Latest Practicable Date, there have been no notification and indication of non-
payment of our trade debtors or the need to make provisions for our inventories and trade debtors.

All of our trade debtors are denominated in either HK$ or US$. Approximately HK$5.5 million
and HK$0.7 million of our general and administrative expenses were in RMB for each of the two years
ended 31 March 2013 and 2014 respectively. As for the three months ended 30 June 2014,
approximately HK$83,500 of our general administrative expenses were in RMB.

SUPPLIERS

Our suppliers mainly consist of hardware and software vendors or distributors in Hong Kong. We
only source our products from the vendors directly or through their authorised resellers or distributors.
Our Group purchases hardware and software to sell along with our solutions and services to our
customers. Our suppliers also include service providers engaged by us to assist us in our provision of
solutions and services. Other than that, due to the nature of our business, we have no major suppliers for
our provision of services.
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Other than the business partner agreement with Supplier D (also known as Customer C), we have
not entered into any agreements with our suppliers. For details of the business partner agreement, please
refer to the section headed “Business partner agreement with Supplier D” below.

We normally place orders on a project basis and in general do not keep any inventory. Given our
cost plus pricing policy, we have been able to pass increase in purchase costs to customers. During the
Track Record Period, we have not experienced any shortages or delay in supply that has significantly
affected our business.

Supplier selection

Due to the nature of the IT industry, each product or service may only be offered by a handful of
suppliers, minimising our choice of suppliers. Prospective suppliers are identified by our staff based on
internal information and publicly available information found on the Internet and product catalogues.
For certain products or services, our staff may obtain more information from suppliers.

We will select suppliers based on their understanding of our requirements, costs, technical
capabilities, financial capacity, product capacity, business size and references among others. For IT
vendors who may distribute their products through distributors, price lists are received by us on a
weekly basis. As the prices offered by distributors generally conform with the prices in the IT vendors’
price list, we contact individual distributors to understand their stock levels for the products we require.
We will select distributors (who we also considered as our suppliers) based on their available stock,
terms of delivery and relationship with us.

Once a supplier has been chosen, we will execute a contract with the supplier, either in the form of
a purchase order or a contract covering the statement of work, schedule, service term, roles and
responsibilities, pricing and payment, acceptance criteria, warranty, insurance and termination.

Our top five suppliers include international IT vendors and distributors of hardware and software
of major IT vendors. In addition to being one of our largest suppliers, Supplier D is also one of our
major customers for provision of IT application and solution development.
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The following table sets out our top five suppliers for the year ended 31 March 2013:

Supplier

Supplier A

Supplier B

Supplier C

Supplier D

Supplier E

TOTAL

The following table sets out our top five suppliers for the year ended 31 March 2014:

Supplier

Supplier B

Supplier A

Supplier D

Supplier E

Supplier C

TOTAL

Background

Integrated IT service
provider

IT products distributor

Technology products
distributor

Multinational technology
and consulting
corporation

Technology products
distributor

Background

IT products distributor

Integrated IT service
provider

Multinational technology
and consulting
corporation

Technology products
distributor

Technology products
distributor

Products/services

supplied/provided for

IT infrastructure solutions

IT infrastructure solutions
IT infrastructure solutions

IT infrastructure solutions

IT infrastructure solutions

Products/services
supplied/provided for

IT infrastructure solutions
IT infrastructure solutions

IT infrastructure solutions

IT infrastructure solutions

IT infrastructure solutions
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Percentage of

Transaction cost of sales
amounts  of our Group
(HK$ million) (%)
29.5 19.6

29.0 19.2

1.5 5.0

0.1 4.0

3.5 2.3

75.6 50.1

Percentage of

Transaction cost of sales
amounts  of our Group
(HK$ million) (%)
30.4 20.1

29.5 19.5

18.8 12.5

33 2.2

27 1.8

84.7 56.1

Year(s) of
relationship with
our Group as at

31 March 2013
(approximately)

6.5

3.6
6.7

6.5

6.3

Year(s) of
relationship with
our Group as at

31 March 2014
(approximately)

4.6
1.5

1.5

13

1.1
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The following table set out our top five suppliers for the three months ended 30 June 2014:

Year(s) of
Percentage of  relationship with
Products/services Transaction cost of sales  our Group as at
Supplier  Background supplied/provided for amounts  of our Group 30 June 2014
(HK$ million) (%) (approximately)
Supplier A Integrated IT service IT infrastructure solutions 5.6 18.8 1.8
provider
Supplier D Multinational technology  IT infrastructure solutions 4.1 13.9 7.8
and consulting
corporation
Supplier B IT products distributor IT infrastructure solutions 3.2 10.7 4.9
Supplier F - Technology products IT infrastructure solutions 1.4 4.8 1.7
distributor
Supplier G Technology products IT infrastructure solutions 0.5 1.9 1.8
distributor
TOTAL 14.8 50.2

During the Track Record Period, total purchases made from our top five suppliers accounted for
approximately 50.1% and 56.1% of our total cost of sales for each of the two years ended 31 March
2013 and 2014, respectively, and the purchases from our largest supplier accounted for approximately
19.6% and 20.1% of our total cost of sales for each of the two years ended 31 March 2013 and 2014
respectively. As for the three months ended 30 June 2014, total purchases made from our top five
suppliers accounted for approximately 50.2% of our cost of sales, while the purchases from our largest
supplier accounted for approximately 18.8% of our total cost of sales.

All of our top five suppliers are Independent Third Parties. None of our Directors, their close
associates, or any of our current Shareholders who, to the best knowledge of our Directors, own more
than 5% of the share capital of our Company, has an interest in any of our top five suppliers during the
Track Record Period.

Business partner agreement with Supplier D

Our Group has been Supplier D’s partner in Hong Kong for acquiring products from Supplier D or
its distributors since 2005. Supplier D is also Customer C of our Group, please refer to the paragraph
headed “Relationship with Customer C or Supplier D” under the section headed “Business” in this
[REDACTED].
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As at the Latest Practicable Date, our Group has entered into a legally binding business partner

agreement with Supplier D, details of which are summarised below:

(a)

(b)

(c)

(d)

(e

®

(g)

(h)

Product

Minimum annual
attainment

Pricing

Geographical coverage

Term

Termination

Return policy

Product warranty

(i) Hardware
(i) Software
(iii) Services

USD 1,000,000

The pricing of products will be adjusted by Supplier D from
time to time. If prices are decreased and the products date of
installation or service start date has not occurred, we may be
eligible for credit. Supplier D may increase prices of products
by giving three months’ written notice.

Hong Kong
14 September 2013 to 13 September 2014

The agreement will be renewed automatically for two years,
unless Supplier D specifies otherwise in writing.

Either party may terminate the agreement on three months’
written notice to the other.

If either party fails to comply with a material term of the
Agreement, the other party may terminate the agreement by
written notice to the non-compliance party.

If Supplier D or its subcontractor or the reseller is unable to
repair the machine to make it function as warranted or replace
it with one that is at least functionally equivalent, we may
return the machine to its place of purchase and have the money
refunded.

Supplier D warrants that each machine is free from defects in
materials and workmanship and conforms to its specifications.

Supplier D provides repair and exchange service for each
machine according to the warranty period specified in the
“warranty information™ that ships together with the machine.

If the above minimum annual purchase attainment cannot be achieved by our Group, our Group

may have to refund the amount equal to the discount (or fee, if applicable) Supplier D has given to us

for the products or services or Supplier D is entitled to offset any amounts due to us.
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Our Group first entered into a business partner agreement with Supplier D in 2005. Under the
business partner agreement in force as at the Latest Practicable Date, the minimum annual attainment
was US$1,000,000. Our Directors confirm that our Group was able to honour the minimum annual
attainment clause under the business partner agreements during the Track Record Period and up to
Latest Practicable Date and despite the deteriorating financial performance, our Directors consider that
our Group will be able to honour the minimum annual attainment clause under the business partner
agreement in the foreseeable future.

Incentive program

Some of our suppliers have implemented incentive programmes to reward their business partners,
including us, upon achievement of certain purchase targets on certain models and types of products.
These programmes vary from time to time based on the then market conditions and their sale and
marketing strategies in order to encourage more purchases from business partners.

INVENTORY MANAGEMENT

Due to the large variety of hardware and software that we purchase and the rapidly changing
technology, we generally do not keep any inventory and only place orders with suppliers upon
confirmation of orders from customers on a back-to-back basis. This gives us flexibility to negotiate the
price with our suppliers each time and allows us to keep updates on then IT development needs and
latest technology trends through frequent communication with our customers and suppliers.

Normally, delivery of our orders take place within 30 days after the supplier’s confirmation of our
purchase order. Hardware and software purchased are usually delivered to our end-users directly by our
suppliers. For items that are purchased and not delivered to the end-users directly, we engage a third
party to provide temporarily storage.

QUALITY CONTROL
Quality control and assurance

Our quality control and assurance team members are drawn from our pool of project managers and
are led by Mr. Lee and Mr. Yong. Each project we undertake is further overseen by a project steering
committee that is responsible for overall quality assurance.

We have in place a QMS which sets out processes along with guidelines as to how these processes
are to be applied to our solutions and services so as to ensure consistency and quality work. Our QMS
includes guidelines for documenting work performed and reviewed by various team members in different
stages of a project or service.

There are two types of QMS guidelines: (i) mandatory, which are required to be applied to every
project and/or service; (ii) reference, which may be applied if appropriate. Through customisation, the
quality control and assurance team will decide which QMS procedures and guidelines are applicable for
the project and/or service at hand. If mandatory guidelines are not included, the quality control and
assurance team will need to produce an exemption report for the approval of the project director prior to
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the commencement of a project and/or service. We call the documents required under the QMS, the QM
trails. Depending on the size, complexity and requirements of a project and/or service various QMS
guidelines will be adopted, producing different QM trails for each project and/or service.

For our IT solution projects, once a project has been commenced, our project managers will
closely monitor the progress of the project in all respects to ensure that it meets the customer’s
requirements and is completed in accordance with the time scheduled. Project manager communicates
regularly with our project directors to report the schedule and work done of the project. Our project
team also holds regular project meetings with our customers to assess and review the progress of the
projects and services and to identify and resolve any problem or issue which may arise during the course
of carrying out our work.

AWARDS AND RECOGNITIONS

We have received various awards and recognitions for our projects and/or services from various
customers, suppliers and business partners which, in our Directors’ opinion, are recognitions of our
achievements and quality works. These include:

Granted by Name of Award/Recognition Year awarded
IBM China/Hong Kong Top contributor award software value partner 2013

Limited
Microsoft Partner Network  — Gold messaging 2012-2013

— Gold devices and development
— Gold server platform
— Gold application lifecycle management

Microsoft Partner Network  — Gold messaging 2012
— Gold data platform
— Gold virtualization
— Gold desktop
— Gold application lifecycle management
— Gold communications

IBM China/Hong Kong Platinum value partner 2011
Limited
Microsoft Partner Network  — Gold desktop 2011

— Gold data platform

— Gold virtualization

— Gold unified communications

— Silver midmarket solution provider
— Silver virtualization

— Silver desktop

Microsoft Gold certified partner 2010-2011
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Granted by

E-Business Technology
Institute, the University
of Hong Kong

K2
Microsoft Support

IBM China/Hong Kong
Limited

Microsoft

Sophos
Sophos

E-Business Technology
Institute, the University
of Hong Kong

Lenovo (Hong Kong)
Limited

IBM China/Hong Kong
Limited

IBM China/Hong Kong
Limited

E-Business Technology
Institute, the University
of Hong Kong

EMC

Business Objects
VMware

CIITA RFID China
Alliance

Name of Award/Recognition

Certificate of appreciation for participation in the
project-service platform for PRD waterway
logistics operators

Strategic business partner
Authorised partner

Platinum value partner

Certified partner-recognizing technological
excellence and impact on customers through
Microsoft products and services

Platinum partner
Gold partner

Certificate of appreciation for participation in the
project-RFID enabling platform technology for
the integrated Shenzhen-Hong Kong food safety
& supply chain management public information
platform

Gold value partner

Partner of the IBM BlueVantage Partner Program

Platinum value partner

Certificate of appreciation for participation in the
project-RFID enabling technologies for retail &
logistics industry

Pinnacle of excellence awarded to Q3 BURA
Champion

Gold partner
Enterprise partner

Membership certificate
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Year awarded

2009-2011

2010

2010

2010

2009-2010

2009-2010

2009-2010

2008-2010

2009

2009

2008

2007-2008

2007

2007

2007

2006-2007
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Granted by Name of Award/Recognition Year awarded
IBM Rookie of the year 2006
E-Business Technology Certificate of appreciation for participation in the 2005-2006

Institute, the University project-RFID enablement middleware for

of Hong Kong enterprise applications
Bearing Point (Asia Letter of appreciation in respect of the deployment 2005

Pacific) Limited of an enterprise scale integration project for a

major Hong Kong financial institution

MARKET AND COMPETITION

The IT services and solutions industry in Hong Kong is highly competitive and fragmented with
presence of both local and foreign service providers. There were about 12,035 service providers in Hong
Kong in 2013. The majority of these providers are engaged in IT integration solution services with about
80% of them being enterprises with less than 20 employees. Service providers mainly compete on brand
name, reputation, customer relationship and service scope in the market.

According to the Ipsos Report, the top five service providers only accounted for about 4.9% of the
total market revenue in 2013. We have been in the industry for over 20 years and we were the fourth
largest IT service and solution provider in Hong Kong, representing a market share of 0.4% in terms of
revenue in 2013.

According to Ipsos, partnership with renowned hardware/software manufacturers and lack of
skilled talents set barriers for new entrants into the IT service and solution industry in Hong Kong.

For large scale IT application and solution development projects, our Directors believe that the
entry barriers are relatively high as they generally require sophisticated technical know-how and
extensive development experience. On the other hand, the entry barrier of secondment service is low.
However, given that our Group has a good understanding of our customers’ business, products and
industries, our seconded staff have an edge, being equipped with the specific skill-sets and technical
support in order to meet our customers’ needs.

For further details on the market and competition of the IT service and solution industry in Hong
Kong, please refer to the section headed “Industry overview” in this [REDACTED].
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LEGAL COMPLIANCE

As advised by our HK Legal Advisers, we have obtained the relevant approvals, permits, licences
and certificates for conducting our businesses in Hong Kong and that, save as disclosed below, have
complied with all the applicable Hong Kong laws, rules and regulations during the Track Record Period
and up to the Latest Practicable Date. As advised by our PRC Legal Advisers, save as disclosed below,
we have obtained the relevant approvals, permits, licences and certificates for conducting our businesses
in the PRC and our PRC Legal Advisers are not aware of any violation of the applicable PRC laws,
rules and regulations by our Group during the Track Record Period and up to the Latest Practicable

Date.

Non-compliance with the Predecessor Companies Ordinance and the Companies Ordinance

Name of our
subsidiaries

Non-compliance
incidents

ICO Holdings Non-compliance with
section 122 of the
Predecessor Companies
Ordinance.

Failure to lay the annual
audited accounts before
its shareholders at its
annual general meeting
for the financial year
ended 31 March 2002,
31 March 2003, 31
March 2005, 31 March
2006, 31 March 2007,
31 March 2008, 31
March 2009, 31 March
2010, 31 March 2011
and 31 March 2012 (the
“Holdings Non-
Compliance Period”)

Cause of
non-compliance

The omissions were
unintentional and due to
inadvertence on the part
of the secretarial service
provider of ICO
Holdings.

Remedial actions

On 18 July 2013, the existing shareholders
of ICO Holdings applied to the High Court
of Hong Kong under Miscellaneous
Proceedings no. 1751 of 2013 for an order
to adopt the audited accounts for the
Holdings Non-Compliance Period out of
time.

ICO Holdings obtained a sealed copy order
on 5 August 2013 that the date to lay the
audited accounts in the Holdings Non-
Compliance Period be extended to the
following dates:

(a

Account for the financial year ended
31 March 2002 from 31 December
2002 to 31 December 2003;

Account for the financial year ended
31 March 2003 from 31 December
2003 to 31 December 2004;

Account for the financial year ended
31 March 2005 from 31 December
2005 to 31 December 2006;

Account for the financial year ended
31 March 2006 from 31 December
2006 to 31 December 2007;

Account for the financial year ended
31 March 2007 from 31 December
2007 to 31 December 2008;

(f) Account for the financial year ended 31
March 2008 from 31 December 2008 to
31 December 2009;

Account for the financial year ended
31 March 2009 from 31 December
2009 to 8 April 2010;

Account for the financial year ended
31 March 2010 from 31 December
2010 to 17 May 2011;

Account for the financial year ended 31
March 2011 from 31 December 2011 to
22 March 2012;

Account for the financial year ended 31
March 2012 from 31 December 2012 to
20 March 2013.

(®

(c

d

(e

(¢

(h

(i
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Director/senior

n Nl

Legal ¢ quence:

and maximum
potential penalty

For breach of section
122 of the Predecessor
Companies Ordinance,
the directors of 1CO
Holdings shall be liable
to a maximum fine of
HK$300,000 and 12
months of imprisonment
upon convection.

As advised by our HK
Legal Advisers, the non-
compliances of section
122 of the Predecessor
Companies Ordinance
by ICO Holdings were
effectively and
satisfactorily ratified
and remedied.
Accordingly, the
potential liabilities to
ICO Holdings and its
directors were properly
discharged.

=) resp
for the non-compliance
incident

Mr. Yong, our executive
Director



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ IN CONJUNTION

WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

Name of our
subsidiaries

ICO Technology

Non-compliance
incidents

Non-compliance with
section 122 and section
131 of the Predecessor
Companies Ordinance.

Failure to lay the annual
audited accounts before
its shareholders at its
annual general meeting
for the financial year
ended 31 December
1996, 31 March 1997,
31 March 1998, 31
March 1999 and 31
March 2005 (the “ICOT
Non-Compliance
Period”) and (ii) failure
to appoint an auditor to
hold office from the
conclusion of the annual
meeting for the year
1997 until the
conclusion of the next
annual general meeting.

Cause of
non-compliance

The omissions were
unintentional and due to
inadvertence on the part
of the secretarial service
provider of ICO
Technology.

Remedial actions

On 18 July 2013, the existing shareholders
of ICO Technology has applied to the High
Court of Hong Kong under Miscellaneous
Proceedings no. 1752 of 2013 for an order
to adopt the audited accounts for the ICOT
Non-Compliance Period out of time. ICO
Technology obtained a sealed copy order on
5 August 2013 that the date to lay the
audited accounts in the ICOT Non-
Compliance Period be extended to the
following dates:

(a) Account for the financial year ended
31 December 1996 from 30 December
1997 to 26 September 1998;

(b) Account for the financial year ended
31 March 1997 from 31 December
1997 to 26 September 2000;

(¢) Account for the financial year ended

31 March 1998 from 31 December

1998 to 26 September 2000;

Account for the financial year ended

31 March 1999 from 31 December

1999 to 26 September 2000;

(e) Account for the financial year ended
31 March 2005 from 31 December
2005 to 31 November 2006.

C
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Director/senior
Legal ¢ quence g t responsibl
and maximum for the non-compliance
potential penalty incident

Same as above Mr. Lee, our executive
Director
As advised by our HK

Legal Advisers, the non-
compliance of section

122 and section 131 of

the Predecessor

Companies Ordinance

by ICO Technology

were effectively and

satisfactorily ratified

and remedied.

Accordingly, the

potential liabilities to

ICO Technology and its

directors were properly

discharged.
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Name of our
subsidiaries

The Company

Non-compliance
incidents

Non-compliance with
section 791(2)(b) of the
Companies Ordinance.

Late filing in relation to
the appointment of the
Directors in 2014

Cause of
non-compliance

The omission was
unintentional and due to
inadvertence. During the
material times, our
Company has retained
company secretarial
service providers to
assist with on-going
compliance obligations
and the Directors of our
Company at the material
time have entrusted and
relied on them on the
compliance issues.

Remedial actions

Filing was made on 29 July 2014.
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Legal ¢ 3

Director/senior

n AN

and maximum
potential penalty

Maximum fine of
HK$25,000 and a daily
default fine of HK$700
for continued default.
The aggregate maximum
penalty for the aforesaid
late filing is estimated
to be approximately
HK$130,700.

As at the Latest
Practicable Date, there
had not been any
prosecution initiated
against our Company,
nor had it been subject
to any fine relating to
the above disclosed late
filing. However, there is
no assurance that the
Companies Registry will
not take action against
our Company in the
future in respect of this
non-compliance which
has not been time-
barred. Our HK Legal
Advisers are of the view
that the non-compliance
for this paragraph is
minor in nature, and
based on their
experience, the
Companies Registry
does not, in all cases,
prosecute late filings of
a company and therefore
unable to ascertain the
range of fines normally
imposed on such breach
as prosecutions for
breaches of such section
are rare. In the event of
prosecution, the possible
penalty is monetary in
nature and our Group is
indemnified by our
Controlling Shareholders
pursuant to the Deed of
Indemnity.

=) Tesp

for the non-compliance
incident

Mr. Yong, our executive
Director, and Mr. Leung
Kei Pui, our company
secretary.
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Potential failure to file tax returns for individuals who are not employees

Name of our
subsidiaries

ICO HK

Non-compliance
incidents

Failure to make employer’s
return IR56M and IR6036B in
respect of payments to the
following individuals other
than an employee:

(a) For year of assessment

2011/2012:

(i) OTOTO for
HK$450,000 sub-
contract sum paid;

(ii) Chang Kwok Kee for
HK$67,200 sub-
contract sum paid;
and

(iii) Ngai Man Lung

trading as Martin

NGAI Co. for
HK$472,130 service
fee paid.

(b) For year of assessment
2009/2010:
(i) OTOTO for
HK$672,750 sub-
contract sum paid.

Cause of
non-compliance

ICO HK considered the
individuals to be
independent contractors
rendering services to
ICO HK in various
projects undertaken by
ICO HK, and therefore
there was no obligation
to file any return for
them. Moreover, ICO
HK did not receive any
notice from an assessor
of the IRD requesting
the furnishing of an
employer’s return
IR56M and IR6036B.

Remedial actions

On 12 August 2013, ICO HK
wrote to the IRD that they
identified certain payments that
might require an employer’s
return to be filed with the IRD,
and submitted the relevant
employer’s returns IRS6M and
IR6036B together with the
explanation and submission on
the reason of the non-filing of
the returns during their relevant
years of assessment.

On 31 October 2013, the IRD
wrote to ICO HK confirming
that the Commissioner of
Inland Revenue does not intend
to take any action under the
Inland Revenue Ordinance
against ICO HK.
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Director/senior
management
responsible for the
non-compliance
incident

Legal consequences and
maximum penalty

Pursuant to section 80(1)(c)
of the Inland Revenue
Ordinance, any person who
without reasonable excuse
fails to comply with the
requirements of sections
52(4), (6) or (7) commits
an offence and is liable to
conviction to a maximum
fine of HK$10,000 and the
court may order the person
convicted within a time
specified in the order to do
the act which he has failed
to do.

Mr. Yong, our
executive Director

Pursuant to section 80(2)(a)
of the Inland Revenue
Ordinance, any person who
without reasonable excuse
makes an incorrect return
by omitting or understating
anything in respect of
which he is required by the
Inland Revenue Ordinance
to make a return, either on
his behalf or on behalf of
another person, commits an
offence and is liable o
conviction to a maximum
fine of HK$10,000 and a
further fine of treble the
amount of tax which has
been undercharged in
consequence of such
incorrect return, statement
or information, or would
have been so undercharged
if the return, statement or
information had been
accepted as correct.
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Non-registration of lease in the PRC

During the Track Record Period and up to the Latest Practicable Date, the following leases of Tian

Li Shi and Shenzhen Kai Gang were not registered with the relevant property leasing administration

authority:

Tenants

Lease Agreement 1  Tian Li Shi

Lease Agreement 2 Tian Li Shi

Lease Agreement 3 Tian Li Shi

Lease Agreement 4 Tian Li Shi

Lease Agreement 5 Shenzhen Kai
Gang

Lease Agreement 6 Shenzhen Kai
Gang

Lease Agreement 7  Shenzhen Kai
Gang

Location

Flat A401-402, Block A, Shenzhen
Academy of Aerospace Technology

No. 6 Ke Ji Nan Shi Road, Hi-Tech Park,
Nanshan District, Shenzhen

Flat A401-402, Block A, Shenzhen
Academy of Aerospace Technology

No. 6 Ke Ji Nan Shi Road, Hi-Tech Park,
Nanshan District, Shenzhen

Flat A401-402, Block A, Shenzhen
Academy of Aerospace Technology

No. 6 Ke Ji Nan Shi Road, Hi-Tech Park,
Nanshan District, Shenzhen

Flat A401-402, Block A, Shenzhen
Academy of Aerospace Technology

No. 6 Ke Ji Nan Shi Road, Hi-Tech Park,
Nanshan District, Shenzhen

(the “Current Premises”)

Flat A401, 4/F, Block A, Shenzhen
Academy of Aerospace Technology

No. 6 Ke Ji Nan Shi Road, Hi-Tech Park,
Nanshan District, Shenzhen

Flat D710-711, 7/F, Block D, Shenzhen
Academy of Aerospace Technology

No. 6 Ke Ji Nan Shi Road, Hi-Tech Park,
Nanshan District, Shenzhen

Flat D710-711, 7/F, Block D, Shenzhen
Academy of Aerospace Technology

No. 6 Ke Ji Nan Shi Road, Hi-Tech Park,
Nanshan District, Shenzhen
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Particulars of
occupancy

Office purposes

Office purposes

Office purposes

Office purposes

Office purposes

Office purposes

Office purposes

Duration of the
lease

1 July 2011 to
30 June 2012

1 July 2012 to
30 June 2013

1 July 2013 to
30 June 2014

1 July 2014 to
30 June 2015

26 June 2009 to
25 June 2011

21 June 2011 to
30 June 2012

1 July 2012 to
30 June 2013

Monthly
rental fee

RMB29,336

RMB31,170

RMB33,003

RMB33,003

RMB4,440

RMB33,079

RMB35,147

Size

336.70
square meters

336.70
square meters

336.70
square meters

336.70
square meters

60.00
square meters

413.49
square meters

413.49
square meters
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A summary of the non-compliance incident relating to the non-registration of the leases is set out

below:

Name of
the subsidiary

Tian Li Shi

Non-compliance
incidents

Certain leases of
Tian Li Shi were not
registered with the
relevant property
leasing administration
authority.

Cause of
non-compliance

Landlord’s failure to
co-operate with us to
register the leases with
the relevant property
leasing administration
authority.

Remedial actions

Regarding Lease Agreement 4, our
Directors will continue to liaise with the
landlord to arrange for registration.
However, should the landlord continue to
refuse to register the lease, we will look
for another suitable office space for Tian
Li Shi. If we identify a suitable location,
we will re-locate Tian Li Shi to the new
premises upon the expiry of Lease
Agreement 4 on 30 June 2015.

Lease Agreement 1, 2 and 3 had already
expired as at the Latest Practicable Date.
On 21 October 2013, our PRC Legal
Advisers made an enquiry with the
Nanshan District Housing Rental General
Management Office (g L5 2 45 A4 8
HFAE) (the “Office”) and the Office
confirmed that if the lease in question had
expired, they would not take any action
against the landlord/tenant in relation to
the non-registration of such lease.

- 138 -

Legal consequences and
maximum potential penalty

Pursuant to the Housing
Lease Regulation of
Shenzhen Special Economic
Zone (VEYIAEFEE R 2
B fl), the parties who
establish or alter any lease
relationship are required to
register or file the lease
agreements with the district
authorities within 10 days
after entering into the lease
agreements. If the non-
registration of the lease
agreement is due to the
tenant’s default, such tenant
will be subject to a fine
equivalent to 10% of the
total rents agreed under the
lease agreement.

As advised by our PRC
Legal Advisers, the validity
of a lease agreement will not
be affected due to the failure
to register the lease
agreement and the possible
fines that may be imposed on
us for the non-registration of
Lease Agreement 1, 2, 3 and
4 are RMB35,203.20,
RMB37,403.40,
RMB39,603.60 and
RMB39,603.60 respectively.

Director/senior
management
responsible for

the non-compliance
incident

Mr. Lee, our executive
Director
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Director/senior
management
responsible for
Name of Non-compliance Cause of Legal consequences and the non-compliance
the subsidiary incidents non-compliance Remedial actions maximum potential penalty  incident
Shenzhen Kai Certain leases of Landlord’s failure to Lease Agreement 5, 6 and 7 had already ~ Pursuant to the Housing Mr. Lee, our executive
Gang Shenzhen Kai Gang co-operate with us to expired as at the Latest Practicable Date. ~ Lease Regulation of Director
were not registered register the leases with ~ On 21 October 2013, our PRC Legal Shenzhen Special Economic
with the relevant the relevant property Advisers made an enquiry with the Office  Zone (YL R 5 2
property leasing leasing administration  and the Office confirmed that if the lease  $EM& ), the parties who
administration authority. in question had expired, they would not establish or alter any lease
authority. take any action against the landlord/tenant  relationship are required to
in relation to the non-registration of such  register or file the lease
lease. agreements with the district

authorities within 10 days
after entering into the lease
agreements. If the non-
registration of the lease
agreement is due to the
tenant’s default, such tenant
will be subject to a fine
equivalent to 10% of the
total rents agreed under the
lease agreement.

As advised by our PRC
Legal Advisers, the validity
of a lease agreement will not
be affected due to the failure
to register the lease
agreement and the possible
fines that may be imposed on
us for the non-registration of
Lease Agreement 5, 6 and 7
are RMB10,656,
RMB39,695.04 and
RMB42,174.78 respectively.

As advised by our Directors, as at the Latest Practicable Date, our Group has not received any
notice demanding payment of the penalties as a result of the non-registration of the above lease
agreements.

Given that (i) as of the Latest Practicable Date, no government authority or third party has
imposed any penalty or made any claim against us with respect of the non-registration of the leases; (ii)
the fact that the leases have not been registered does not have any adverse impact on the safety
conditions of the Current Premises or the validity of the leases; and (iii) Tian Li Shi has no current
business operation as at the Latest Practicable Date, our Group decided to renew the lease for the
Current Premises for another year at the same rent and entered into by way of Lease Agreement 4 with
the relevant landlord. Our Directors will continue to liaise with the landlord and persuade the landlord to
arrange for registration of Lease Agreement 4.

Given that the Current Premises is used by Tian Li Shi as office space and the total gross floor
area is about 336.7 square metres only, our Directors consider that we are capable of relocating Tian Li
Shi to other suitable location without any material difficulties. We consider that the whole relocation
process, including identifying a new office space, entering into the relevant tenancy agreement, carrying
out renovation work, removal from the Current Premises, and moving into the new location, shall take
less than three months. Our Directors expect that the costs in relation to such relocation will not be
substantial having regard to the size of the Current Premises.
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Taking into account that (i) Tian Li Shi has no current business operation as at the Latest
Practicable Date and thus the relocation will not lead to any interruptions to our operation, and (ii) the
costs in relation to such relocation will not be substantial having regard to the size of the Current
Premises, our Directors consider that such relocation will not have any material operational or financial
impact on our Group.

Given that (i) our PRC Legal Advisers have confirmed with the relevant authority that no action
will be taken against us as such leases had already expired; and (ii) Shenzhen Kai Gang was disposed of
by our Group to an Independent Third Party on 1 April 2013 and ceased to be a member of our Group,
our Directors believe that the non-registration of the expired leases will not have any material adverse
impact on our Group.

Non-compliance with the tax law and regulations of the PRC

Tian Li Shi and Shenzhen Kai Gang have failed to apply for tax registration and pay for certain
tax within the time limit prescribed by the Law of the PRC Concerning the Administration of Tax
Collection (93 A R ILANE B E #L%) (the “Tax Collection Law™) during the Track Record

Period. We set out below a summary of the non-compliance incidents:

Director/senior
management
Legal ¢ q es and  responsible for the
Name of our Non-compliance Cause of the non- maximum potential non-compliance
subsidiaries incidents compliance Remedial actions penalty incidents
Tian Li Shi Tian Li Shi has failed  The occurrence of the  Tian Li Shi filed the tax registration with  Pursuant to the Tax Mr. Lee, our executive

to apply for tax
registration for a
shortfall of
RMB98,507.96 for the
period from April 2011
to March 2012 and pay
such tax within the
time limit prescribed
by the Tax Collection
Law.

non-compliance was
primarily due to the
oversight of the
director of Tian Li Shi
and was not discovered
until when the
Company’s reporting
accountants and legal
advisers as to PRC
laws were engaged in
preparation for the
[REDACTED]. During
the material times,
Tian Li Shi has
retained company
secretarial service
providers to assist with
on-going compliance
obligations and the
directors of Tian Li
Shi at the material time
have entrusted and
relied on them on the
compliance issues.

the local tax bureau in September and
November 2013. On 26 September 2013,
Tian Li Shi was ordered by the Shenzhen
Luohu Local Taxation Bureau (ZEYIIT
W B JS) to pay (i) a fine of
RMB945 due to its failure to apply for
tax registration; and (ii) a surcharge of
29,165.28 for the period from April 2011
to March 2012. On 25 November 2013,
Tian Li Shi was ordered by the Shenzhen
Nanshan Local Taxation Bureau (ﬁﬂ”ﬁ]‘
1L [ 7B J50) to pay a surcharge of
RMB2,659.82 for the period from April
2011 to March 2012.

As advised by our PRC Legal Advisers,
Tian Li Shi has paid up the required fine
and surcharge in September and
November 2013.

Such non-compliance incidents will not
result in other civil, criminal and
administrative liabilities on the part of our
Group.
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Collection Law, where
the taxpayer fails to
apply for tax registration
or for change or
cancellation of tax
registration within the
prescribed time limit, he
shall be ordered by the
tax authorities to rectify
within a time limit and
may be fined not more
than RMB2,000; if the
circumstances are
serious, he may be fined
not less than RMB2,000
but not more than
RMB10,000.

Further, where a
taxpayer fails to pay tax
or a withholding agent
fails to remit tax within
the specified time limit,
the tax authorities shall,
in addition to ordering
the taxpayer or
withholding agent to pay
or remit the tax within a
fixed period of time,
impose a surcharge on a
daily basis at the rate of
0.05% of the amount of
tax in arrears, from the
date the tax payment is
defaulted.

Director
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Non-compliance
incidents

Name of our
subsidiaries
Shenzhen Kai Gang  Failure to apply for tax
registration for a
shortfall of
RMB114,757.6 for the
period from April 2011
to March 2012 and pay
such tax within the
time limit prescribed
by the Tax Collection
Law.

Cause of the non-
compliance

The occurrence of the
non-compliance was
primarily due to the
oversight of the
director of Shenzhen
Kai Gang was not
discovered until when
the Company’s
reporting accountants
and legal advisers as to
PRC laws were
engaged in preparation
for the [REDACTED].
During the material
times, Shenzhen Kai
Gang has retained
company secretarial
service providers to
assist with on-going
compliance obligations
and the directors of
Shenzhen Kai Gang at
the material time have
entrusted and relied on
them on the
compliance issues.

Director/senior
management
responsible for the

Legal ¢ es and
maximum potential
Remedial actions penalty

Shenzhen Kei Gang filed the tax Same as above
registration with the local tax bureau in

September 2013. On 26 September 2013,

Shenzhen Kai Gang was ordered by the

Shenzhen Luohu Local Taxation Bureau
(YT e Rt B J9) to pay (i) a

fine of RMB945 due to its failure to

apply for tax registration; and (ii) a

surcharge of 37,039.49 for the period

from April 2011 to March 2012.

As advised by our PRC Legal Advisers,
Shenzhen Kai Gang has paid up the
required fine and surcharge in September
2013. Such non-compliance incidents will
not result in other civil, criminal and
administrative liabilities on the part of our
Group.

non-compliance
incidents

Mr. Lee, our executive
Director

As Shenzhen Kai Gang was disposed of by our Group to an Independent Third Party on 1 April

2013 and ceased to be a member of our Group, PRC legal adviser are of the view that its failure to
comply with the tax law and regulations of the PRC will not have any material adverse impact on our
Group.

A deed of indemnity has been executed by the Controlling Shareholders whereby the Controlling
Shareholders have agreed to give indemnities to our Group, subject to the terms and conditions of the
deed of indemnity, in relation to any liabilities which may arise as a result of any non-compliance of our
Group with the applicable laws, rules or regulations on or before the date on which the [REDACTED]
becomes unconditional. For further details, please refer to the paragraph headed “Other information” in
Appendix IV of this [REDACTED].

Measures Designed to Prevent Future Non-Compliance and Improve Corporate Governance

In order to safeguard the interests of the Shareholders and to prevent recurrence of non-
compliances in the future, our Group has adopted or will adopt the following measures to strengthen our
corporate governance practice:

(i) Our Group appointed an independent internal control consultant (the ‘“Internal Control
Consultant”), Lau & Au Yeung C.P.A. Ltd to perform a review on our Group’s internal
control procedures and policies in April and May 2013 and subsequent review in October
2013. The scope of work of the Internal Control Consultant include discussion with our key
management and review on key internal control relating to corporate governance practices,
connected transaction and compliance to listing rules and other regulations, internal control
measures on treasury management, financial reporting, and operating cycles, namely: revenue
and cost cycle, human resource cycle, capital expenditure cycle, intellectual property and
information technology. The Internal Control Consultant has been appointed as an internal
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(i1)

(iii)

(iv)

v)

(vi)

(vii)

control consultant by a number of listed companies. The engagement director of the Internal
Control Consultant is a fellow practising member of the Hong Kong Institute of Certified
Public Accountants (HKICPA) and fellow member of the Association of Chartered Certified
Accountants (ACCA). The Internal Control Consultant has made certain recommendations
including compiling and adopting a comprehensive staff handbook, internal control manual
and compliance manual in relation to the internal control practices and procedures of our
Group, details of which are set out in the paragraph headed “Internal control” of this section.
According to the result of the follow up subsequent review by the Internal Control Consultant
in October 2013, our Group had implemented measures and ratified deficiencies as
recommended by the Internal Control Consultant. In view of our Group’s response to the
recommendation and the implementation of the internal control measures in respect to our
Group’s non-compliance incidents, the Internal Control Consultant considered our Group’s
enhanced internal control measures are adequate and effective to prevent any future breaches
in order to ensure that our Group’s business would operate in a law abiding manner;

Each of our Directors have attended a training session and received a detailed memorandum
prepared by the Hong Kong legal adviser of our Company setting out the responsibilities and
duties of Directors and senior management;

We have appointed Mr. Leung Kei Pui as our company secretary of our Group to advise on
and carry out our Group’s company secretarial works regarding certain compliance matters
including, without limitation, requirements under the GEM Listing Rules, the Companies
Ordinance and other applicable legal and regulatory requirements. He will be in charge of the
administration of the daily secretarial works of our Group, including keeping company
records up-to-date to ensure ongoing compliance. Our company secretary, together with our
Company’s compliance officer will act as the principal channel of communication between
members of our Group and our Company in relation to compliance matters of our Group.
Upon receipt of any queries or reports on compliance matters, our company secretary or the
compliance officer will look into the matter and, if appropriate, seek advice, guidance and
recommendation from external professional advisers and report to the Audit Committee (see
(iv) below);

An Audit Committee which comprises three independent non-executive Directors has been
established to review the financial reporting and auditing function, corporate governance and
internal control procedures. Please refer to the section headed “Directors, senior management
and staff” of this [REDACTED] for details of their experience;

We will appoint external professional advisers, including auditors, legal advisers, internal
control consultant or other advisers to render professional advice or training as to compliance
with the statutory requirements as applicable to our Group from time to time;

Our Group would seek external legal advice on the relevant PRC laws and regulations to
prevent any recurrence of any similar non-compliance events;

We will also appoint a compliance adviser to provide advice to our Directors and
management team on matters relating to the Listing Rules; and
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(viii) We will provide our Directors, senior management and employees with regular training
courses to keep abreast of any development in legal and regulatory requirements applicable to
our business operations or relevant to our responsibilities and duties as a publicly listed
company.

Our Directors confirm that save as disclosed above, as at the Latest Practicable Date, our Group
had complied with all applicable laws and regulations in the jurisdictions in which it operates and had
obtained all the necessary permits, certificates and licences for its operation since the commencement of
the Track Record Period.

Our Directors are of the view that the aforesaid remedial measures and the enhanced internal
control measures are adequate and effective in preventing similar non-compliance incidents from re-
occurring in the future. In fact, no other similar non-compliance incidents had occurred up to the Latest
Practicable Date.

The Sponsor has considered the internal control system of our Company and the remedial actions
taken by our Group is adequate to prevent future recurrence of similar non-compliance incidents. The
Sponsor is of the view that (i) our Directors have taken appropriate steps and measures to rectify and
avoid the previous non-compliance matters; (ii) such matters would not have any material adverse
impact on our Group going forward; and (iii) the additional measures adopted by our Group, including
but not limited to forming audit committee and the experience of members of the audit committee and
engaging external professional advisers, are effective to ensure our Group’s compliance with the relevant
rules and regulations.

Having considered the nature and the circumstances giving rise to the above non-compliances and
that the non-compliances were merely inadvertent and were not wilful, the Sponsor is of the view that
these past non-compliances do not involve any dishonesty on the part of our Directors or impugn on
their integrity or competence and do not affect their suitability to act as directors of a listed issuer under
Rules 5.01, 5.02 and 11.07 of the GEM Listing Rules and the suitability for listing of our Company
under Rule 11.06 of the GEM Listing Rules.

LITIGATION

As of the Latest Practicable Date, no member of our Group was engaged in any litigation, claim or
arbitration of material importance and no litigation, claim or arbitration of material importance is known
to us to be pending or threatened against any member of our Group.

INSURANCE

We maintain office insurance for our Hong Kong office covering loss or damage to office contents
and stock as well as business interruption. We maintain employees’ compensation insurance for our
employees that includes work injury under the regulatory requirements in Hong Kong and individual
medical insurance for all of our employees in Hong Kong.

We also maintain social insurance cover for our employees in accordance with the applicable PRC
laws and the requirements of the local authorities.
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Some projects undertaken by us are protected by contractors’ all risks insurance which, depending
on the terms of the relevant contracts, are taken out either by the main contractors (in the case of us
being a subcontractor) or us.

For each of the two years ended 31 March 2013 and 2014, our insurance expenses were
approximately HK$302,000 and HK$313,000 respectively. Our insurance expenses was approximately
HK$74,000 for the three months ended 30 June 2014.

We consider our insurance policies to be adequate and in line with the industry norms. During the
Track Record Period, there has been no material insurance claim by our employees in Hong Kong. We
had not made any material claims on insurance or received any material third party liability claim during
the Track Record Period and up to the Latest Practicable Date.

WORK SAFETY

Our Directors confirm that there were no material accidents, work injuries claims for personal or
property damages, compensation to staff or any relevant non-compliance incidents with the relevant laws
and regulations during the Track Record Period and up to the Latest Practicable Date.

RESEARCH AND DEVELOPMENT

We currently do not have a research and development team and we intend to set up such a team to
improve our products and services. Please refer to the paragraph headed “Our business strategic” under
the section headed “Business” in this [REDACTED] for details.

INTELLECTUAL PROPERTY

The ownership of the intellectual property rights attached to the developed products is normally
entitled to the customer.

Trademarks

As at the Latest Practicable Date, our Group had registered several trademarks in Hong Kong. For
details, please refer to paragraph headed “Intellectual property rights” in Appendix IV to this
[REDACTED].

Domain name

As at the Latest Practicable Date, we had registered one domain name. Details in relation to the
domain name is set out in the paragraph headed “Intellectual property rights” in Appendix IV to this
[REDACTED].

As at the Latest Practicable Date, we were not aware of any infringement (i) by us of any
intellectual property rights owned by any third party; or (ii) by any third party of any intellectual
property rights owned by us. During the Track Record Period and as at the Latest Practicable Date, there
had not been any pending or threatened claims against us our Group, nor has any claim been made by us
against third parties, with respect to the infringement of intellectual property rights owned by us or third
parties.
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LEASED PROPERTY

Our Group leased one property in Hong Kong and one property in the PRC as office premises

from Independent Third Parties. Set out below is a summary of our leased premises as at the Latest

Practicable Date:

Particulars of Duration

Tenants Location occupancy of lease

ICO HK 30/F, Siu On Centre, 188 Office purposes 1 April 2013 to
Lockhart Road, Hong 31 March
Kong 2015

Tian Li Shi Room A401-402, Office purposes 1 July 2014 to
4/F, Block A, 30 June 2015

Shenzhen Academy of
Aerospace Technology,
No. 6 Ke Ji Nan Shi
Road, Hi-Tech Park,
Nanshan District,
Shenzhen

Monthly
rental fee

HKS$130,676

RMB33,003

Gross size
(approximately)

433.6 square

metres

366.7 square
metres

We were using the above leased premises in accordance with the purposes stated in the respective

tenancy agreement. During the Track Record Period and as at the Latest Practicable Date, the lease of

Tian Li Shi was not registered with the relevant property leasing administration authority. Please refer to
the subsection headed “Legal compliance” under the section “Business” of the [REDACTED].
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