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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (THE “GEM"”) OF
THE STOCK EXCHANGE OF HONG KONG LIMITED (THE “STOCK EXCHANGE")

GEM has been positioned as a market designed to accommodate companies to which a higher
investment risk may be attached than other companies listed on the Stock Exchange. Prospective
investor should be aware of the potential risk of investing in such companies and should make
the decision to invest only after due and careful consideration. The greater risk profile and other
characteristics of GEM mean that it is a market more suited to professional and other sophisticated
investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on
GEM may be more susceptible to high market volatility than securities traded on the Main Board
and no assurance is given that there will be a liquid market in the securities traded on GEM.

The Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no responsibility for the
contents of this report, make no representation as to its accuracy or completeness and expressly disclaim
any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of
the contents of this report.

This report, for which the directors of the Company (the “Directors”) of Powerleader Science & Technology
Group Limited (the “Company”) collectively and individually accept full responsibility, includes particulars
given in compliance with the Rules Governing the Listing of Securities on the Growth Enterprise Market
of the Stock Exchange for the purpose of giving information with regard to the Company. The directors,
having made all reasonable enquiries, confirm that to the best of their knowledge and belief the information
contained in this report is accurate and complete in all material respects and not misleading or deceptive,
and there are no other matters the omission of which would make any statement herein or this report
misleading.
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Year ended 31 December

RESULTS 2014 2013 2012 2011 2010

RMB’000 RMB'000 RMB'000 RMB'000 RMB'000

Total Revenue 1,852,839 1,560,678 1,750,773 1,714,837 1,114,336

Gross Profit 227,155 184,319 220,777 190,442 120,002

Gross Profit Margin 12.26% 11.81% 12.61% 11.11% 10.77%
Profit attributable to shareholders of

the Company 53,997 50,224 78,743 74,256 130,697

As at 31 December

Financial Position 2014 2013 2012 2011 2010

RMB’000 RMB'000 RMB'000 RMB'000 RMB'000

Total assets 2,291,283 1,765,429 1,461,978 1,494,106 1,462,330

Total liabilities 1,487,987 1,017,741 755,928 854,599 917,451

Minority Interests (2) 465 158 211 21,015
Equity attributable to shareholders of

the Company 803,299 747,223 705,892 639,296 523,864
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On behalf of the board of Directors (the “Board”) of Powerleader Science & Technology Group Limited (hereinafter referred to as
the “Company”), | am pleased to present the results of the Company and its subsidiaries (hereinafter collectively referred to as the
“Group”) for the year ended 31 December 2014.

FINANCIAL HIGHLIGHTS

For the year ended 31 December 2014, the Group's revenue was RMB1,852,839,421, representing an increase of approximately
18.72% as compared to the revenue of RMB1,560,677,930 for the year ended 31 December 2013. Audited profit attributable to
shareholders amounted to RMB53,997,052, representing an increase of approximately 7.51% as compared to RMB50,223,722 for
the year ended 31 December 2013.

RESULTS REVIEW

2014, during which cloud computing gained momentum and mega data became a hot topic. This year turned out to be a fruitful
year for the Company through our solid efforts and achievements. The Company undertook large scale reforms to position cloud
computing as our business focus while bringing server business to the strategic level of the Group. We refocused on the server,
distribution and cloud IDC businesses and strengthened our position as a leading cloud computing solution provider with proprietary
intellectual property rights. Meanwhile, the Company solidified our research and development (R&D) foundation, strengthened our
quality management and expanded our brand communications. We dedicated our efforts in penetrating into various industries and
markets and strived to improve our comprehensive services. These measures have laid down an improved foundation for our corporate
development, and paved the way for Powerleader’s further development in 2015.

Cloud Infrastructure as a Service (laaS) — provision of cloud server and cloud storage related equipment as well as
related solutions

In 2014, China’s cloud computing industry demonstrated its importance in the IT market and became a “new normal”, which presented
robust demands for cloud infrastructures and became a driver of the relatively rapid growth of cloud server and cloud storage related
equipment as well as related solutions. Under this macro market environment, the Company, as one of the players in the cloud
computing industry, sufficiently leveraged on our outstanding sales mechanism and our strong capacity in product R&D and innovation,
focused on the creation of the finest and most advanced products. Meanwhile, leveraging on our position as a domestic manufacturer,
we continued to work on our edges for further development. We continued to explore the emerging markets, and provided improved
independent and controllable overall solutions for domestic user from different industries. During this year, the revenue from laaS
increased year on year by 27.39%.

In 2014, thanks to the government’s fostering of localization, the Company promoted the domestic manufactured secured and
controllable cloud servers and cloud solutions with proprietary R&D in various sectors, such as energy, medical, defense and public
security, thereby enhanced the brand'’s influence vertically along the industrial chain. Meanwhile, the Company hosted and participated
in industrial conferences covering cloud computing, internet, SmartCity, military industry and education, which strengthened the
Company’s position within the industry and enhanced the brand’s sphere of influence in the industry.

Cloud Module as a Service (MaaS) — provision of R&D, design, manufacturing and sale of cloud computing equipment
related components, as well as cloud computing equipment key components agency distribution and related value-
added services

As a result of gradual recovery in the agency distribution segment of cloud computing equipment related components in China, the
total revenue of this business in 2014 increased year on year by 16.05% from that of the previous year. Upholding the operation
philosophy of “customer-oriented, press-forward with ambition” and the principle of “customer-first”, the Company provided
customized services with the best quality to manufacturing, business and channel customers. We have established extensive and steady
supply channels equipped with a comprehensive high technology industrial supply chain, which comprised of 26 branch institutions
and over 300 channel suppliers. Our network has spanned across the country with a coverage of over 40 cities. Thorough top-down
penetration has been extended from the business sectors down to value-added services delivered to individual enterprise and from
provincial cities down to county-level cities, enabling compatibility with the operational strategies and business model of the
manufacturers and business entities, while integrating our plentiful products and resources to provide one-stop solutions to customers.
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Software and Platform as a Service (SaaS & PaaS) — provision of development and services of cloud computing related
software and platform

In 2014, leveraged on our integrated software-hardware advantage and technology edges built up over the years, the Company
continued our ambitious expansion , which accelerated our transformation to cloud business. Meanwhile, we optimized our operation
management model and enhanced our marketing capabilities in line with the current cloud computing development trend, the progress
in cloud computing business model and future potential market demands, we formulated our strategies well ahead of the future
developments with innovations, which translated into further implementation of technology-sharing and software reuse, thereby
providing multi-dimensional cloud services on the basis of capacity on demand, pay on demand and centralized management.

R&D achievements and intellectual property rights

During the year, cloud computing presented an excellent history-making development opportunity to the domestic information services
industry. In light of this, the Company continued to focus on innovative R&D and technology investment. We have sufficiently leveraged
on our expertise in proprietary server R&D and customized services and endeavored in the provision of mega data infrastructure
equipment and solutions. Benefited from the foundation laid down by our 2 quad server and 4 quad server with proprietary R&D
and design, we had developed additional proprietary products and presented a wider range of choices for the domestic users.
Moreover, after years of persistent R&D, the Company had shown remarkable achievements in intellectual property rights, which
evidenced by an aggregate of 49 patents, 39 computer software copyrights and 13 trademarks.

Future development strategies

The Company has put forward a clear strategic positioning as “China’s leading cloud computing solutions provider with proprietary
innovation capability”. Leveraging on our edges built up over the years in terms of our solid technology capabilities, outstanding R&D
team, stringent management systems, extensive sales channels and quality customer services, we provide a comprehensive range of
cloud computing solutions and related services in the five key business segments engaged by cloud computing solutions and services
providers, namely, Cloud Infrastructure as a Service (laaS), Cloud Module as a Service (MaaS), Software as a Service (SaaS), Platform
as a Service (PaaS) and Client as a Service (CaaS).

Firstly, we will devote our efforts in developing Cloud Infrastructure as a Service (laaS) and strengthen our proprietary innovation
capacity. We will build up a center for cloud computation and data for the collection, storage, analysis and search of massive
information. Optimization will be continued for products and solutions such as mid-to-high-end cloud servers, cloud storage, HPC
and big data appliance. Overall solution capacity for private cloud for companies and public cloud will be strengthened so as to
provide customers with simplified, efficient, flexible, expandable, secured and stable pay-per-use cloud services. The Company will
also proactively participate in cloud computing infrastructure construction projects such as smart city, e-government affairs, internet
of things, intelligent transportation, broadband China and 4G.

Secondly, we will continue to expand Cloud Module as a Service (MaaS). While our proprietary brand advantage serves to reinforce
our core competitiveness, we will step up our efforts for establishing our sales system and improve the standards for sales management.
Further cooperation with suppliers will be implemented and we will expand the product portfolio for agency distribution. We are
going to proactively attract additional channel partners and provide channel partners and peer customers with timely and sufficient
support in component supplies and professional technologies. Such efforts will assert our position as a leading supplier of cloud
computing equipment related components in the PRC.

Thirdly, we will accelerate the development of Software and Platform as a Service (SaaS & PaaS). With a focus on demands for the
cloud computing and mega data applications, we will provide quality, diversified and customized software services to our customers.

Riding on the global development trend of cloud computing, the Company will seize the development opportunities in cloud computing,
mega data and mobile Internet, with a view to reinforcing our core competitive advantages in the fields of laaS, MaaS and SaaS and
PaaS. Looking forward, the Company will continue to engage in proprietary innovation, external cooperation and strategic investments
so as to fully leverage on our advantages in technology, resources and market attributed to our cloud infrastructure in exploiting the
market potential of cloud module and accelerate the development of software and platform and catalyze the integration of
advantageous resources from up-stream to down-stream along the industrial chain. As we develop an all-round and professional
integrated solution capacity that covers the entire cloud computing industry chain, we can maintain our leading position in the cloud
computing industry in the PRC.
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APPRECIATION

Finally, on behalf of the Board of Directors, | would like to express heartfelt gratitude to our customers and suppliers for their enduring
support to and trust in the Group, and to extend thanks to all the staff of the Group for diligence and dedication. We have already
entered into another new chapter of “internetization”, digitalization and intellectualization transformation, and will embrace enlarged
opportunities for the cloud computing, mega data and internet of things sectors. In 2015, the Group will capture these history-making
opportunities to reform and forge ahead as a unity and bring promising returns to our shareholders.

Powerleader Science & Technology Group Limited
Zhang Yunxia
Chairman

Shenzhen, the PRC
28 April 2015



Annual Report 2014
Powerleader Science & Technology Group Limited

FINANCIAL REVIEW

For the financial year ended 31 December 2014, the Group recorded an revenue of RMB1,852,839,421 and profit attributable to
equity owners of the Company of RMB53,997,052 as compared to revenue and profit attributable to equity owners of
RMB1,560,677,930 and RMB50,223,722 for the year ended 31 December 2013, representing an increase of 18.72% and 7.51%
respectively. Earnings per share was RMB0.2222 (2013: RMB0.2067) and net assets per share of the Company was RMB3.31 (2013:
RMB3.07).

Revenue

The revenue of the Group for the year ended 31 December 2014 and the comparative figures of 2013 as classified by businesses
were as follows:

2014 2013 Change
RMB % RMB % %

Income from the principal business
Cloud Infrastructure as a Service (laaS) 536,722,121 28.97 421,329,862 27.00 27.39
Cloud Module as a Service (Maas) 1,297,465,299 70.03 1,117,986,407 71.63 16.05

Software and Platform as a Service

(SaaS & PaaS) 8,872,032 0.48 13,740,162 0.88 (35.43)
Income from other business 9,779,969 0.52 7,621,499 0.49 28.32
Total 1,852,839,421 100 1,560,677,930 100 18.72

The Group's revenue was mainly derived from Cloud Infrastructure as a Service (laaS) and Cloud Module as a Service (MaaS). With
reference to the table above, for the year ended 31 December 2014, revenue from Cloud Infrastructure as a Service (laaS) and Cloud
Module as a Service (MaaS) amounted to RMB536,722,121 and RMB1,297,465,299 respectively (2013: RMB421,329,862 and
RMB1,117,986,407), accounted for 28.97% and 70.03% (2013: 27% and 71.63%) of total revenue respectively. Revenue from Cloud
Infrastructure as a Service (laaS) increased by 27.39%, which was mainly attributable to the Group’s optimization of our product mix
during the year. Revenue from Cloud Module as a Service (MaaS) increased by 16.05%, mainly due to gradual economic recovery
during the year. Further details of business analysis are set out in the paragraph “Business Review” below.

Gross Profit

Revenue Gross profit Gross profit margin
2014 2013 2014 2013 2014 2013
RMB RMB RMB RMB % %
Income from the principal
business
Cloud Infrastructure as a
Service (laaS) 536,722,121 421,329,862 147,902,126 105,313,561 27.56 25.00
Cloud Module as a Service
(Maas) 1,297,465,299 1,117,986,407 70,985,735 68,111,605 5.47 6.09
Software and platform as a
Service (SaaS & PaaS) 8,872,032 13,740,162 3,310,996 7,471,503 37.32 54.38
Income from other business 9,779,969 7,621,499 4,956,576 3,422,245 50.68 44.90
Total 1,852,839,421 1,560,677,930 227,155,433 184,318,914 12.26 11.81

The Group's gross profit increased from RMB184,318,914 for the year ended 31 December 2013 to RMB227,155,433 for the year
ended 31 December 2014, representing an increase of 23.24%.
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The Group's overall gross profit margin increased from 11.81% for the year ended 31 December 2013 to 12.26% for the year ended
31 December 2014. Gross profit margin of Cloud Infrastructure as a Service (laas) increased from that of 2013. These were mainly
attributable to the decrease in procurement cost of raw materials of cloud server and cloud storage related equipment. Further details
of business analysis are set out in the paragraph “Business Review” below.

Sales expenses

Sales expenses mainly comprised of, amongst others, salaries of sales personnel, marketing expenses, rents and transportation cost.
For the year ended 31 December 2014, sales expenses in total were RMB45,674,561, compared to the total sales expenses of
RMB42,666,930 for the year ended 31 December 2013, representing an increase of 7.05% from last year.

Administrative expenses

Administrative expenses mainly comprised of, amongst others, amortization of intangible assets, salaries of management personnel,
depreciation, R&D cost. For the year ended 31 December 2014, total administrative expenses were RMB63,769,919, compared to the
total administrative expenses of RMB54,415,289 for the year ended 31 December 2013, representing an increase of 17.19% from
last year.

Finance costs

Finance costs mainly comprised of, amongst others, interest expenses, exchange gain or loss, and handling fees. For the year ended
31 December 2014, total finance costs were RMB60,769,922, compared to the total finance costs of RMB45,344,781 for the year
ended 31 December 2013, representing an increase of 34.02% from last year.

Assets, liabilities and shareholders’ equity

As at 31 December 2014, current assets of the Group amounted to RMB1,599,207,848 (2013: RMB1,183,769,228), which mainly
comprised of cash and cash equivalent of RMB465,885,673 (2013: RMB370,444,416), trade and bills receivables of RMB524,315,498
(2013: RMB415,771,258), inventories of RMB321,873,816 (2013: RMB190,991,434). Non-current assets amounted to RMB692,075,430
(2013: RMB581,659,350), which mainly comprised of long-term equity investment of RMB195,544,136 (2013: RMB204,433,276),
fixed assets of RMB267,943,202 (2013: RMB 201,220,889), intangible assets and development costs of RMB90,760,528 (2013:
RMB133,876,469). Total assets were RMB2,291,283,278 (2013: RMB1,765,428,579).

As at 31 December 2014, the Group's current liabilities mainly comprised of short-term borrowings of RMB976,112,408 (2013:
RMB552,801,860) and accounts payable of RMB259,973,782 (2013: RMB165,464,647). Non-current liabilities mainly included long-
term borrowings of RMBO (2013: RMB140,000,000). Total liabilities were RMB1,487,986,690 (2013: RMB1,017,740,589).

As at 31 December 2014, the Group’s equity attributable to the shareholders of the Company was RMB803,298,849 (2013:
RMB747,223,271).

Significant investment, acquisition and disposal of subsidiaries and associates

The Company entered into the relevant equity interest transfer agreement on 12 February 2014 to sell 99% of equity interest in
Nanjing Powerleader Cloud Computing Technology Limited to Shenzhen Powerleader Investment Holdings Limited (“Powerleader
Holdings”) at the consideration of RMB49.50 million. Upon completion of the transaction, the Company ceased to hold its equity
interest. The transaction had been reviewed and approved by the Yuhuatai sub-branch of the Administration for Industry & Commerce
in Nanjing on 19 February 2014, the transaction does not constitute a discloseable transaction of the Company.

The Company entered into a partnership agreement on 11 June 2014 to invest RMB10 million in Shenzhen Qianhai Pengde Mobile
Internet Venture Capital Fund (Limited Partnership) (RIITIRIBISEB B GRBRIZIRERES (BRE%) ). Upon completion of the
transaction, the Company would hold 4% of its equity interest, the transaction had been reviewed and approved by the Market and
Quality Supervision Commission of Shenzhen Municipality on 4 September 2014, the transaction does not constitute a discloseable
transaction of the Company.

The Company entered into a share transfer agreement on 25 August 2014 to sell 90% of equity interests in (Shenzhen Powerleader
Communication Technology Limited* &I REBAFLIMABRAR]) to (Powerleader Investment Holdings Company Limited* J&3IT1
REIGEIER AR A R], “Powerleader Holdings”) for a consideration of RMB1.30 million. Upon completion of the transaction, the
Company ceased to hold any of its equity interest. The transaction had been reviewed and approved by the Market and Quality
Supervision Commission of Shenzhen Municipality on 2 September 2014, the transaction does not constitute a discloseable transaction

of the Company.
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Powerleader Science & Technology (HK) Limited, a wholly-owned subsidiary of the Company, entered into an investment agreement
on 26 December 2014 to invest US$1 million in SurDoc Corp. Upon completion of the transaction, the Company would hold 2.86%
of its equity interest, the transaction does not constitute a discloseable transaction of the Company.

Currency Risk

The Company and some of its subsidiaries conduct sales and procurement settlement in foreign currencies, which expose the Group
to foreign currency risks. In 2014, approximately 62% (2013: 62%) of the Group's sales were denominated in currencies other than
the functional currency of the Group’s entities for the sales, and approximately 21% (2013: 21%) of the costs were denominated in
the Group entities’ functional currencies.

Gearing Ratio

As at 31 December 2014, the gearing ratio of the Group was approximately 64.94% (2013: 57.65%), which is determined by the
Group as the percentage of total liabilities to total assets. The gearing ratio increased by 7.29 percentage points compared to last
year.

BUSINESS REVIEW

Cloud Infrastructure as a Service (laaS) — provision of cloud server and cloud storage related equipment as well as
related solutions

In 2014, China’s cloud computing industry demonstrated its importance in the IT market and became a “new normal”, which presented
robust demands for cloud infrastructures and became a driver of the relatively rapid growth of cloud server and cloud storage related
equipment as well as related solutions. Under this macro market environment, the Company, as one of the players in the cloud
computing industry, sufficiently leveraged on our outstanding sales mechanism and our strong capacity in product R&D and innovation,
focused on the creation of the finest and most advanced products. Meanwhile, leveraging on our position as a domestic manufacturer,
we continued to work on our edges for further development. We continued to explore the emerging markets, and provided improved
independent and controllable overall solution solutions for domestic user from different industries. During this year, the revenue from
laaS increased by year on year 27.39%.

In the R&D front, the Company launched new products developed by proprietary innovation in tandem with Intel’s E7v2, the latest
generation of the Xeon processor. At the same time, the Company also upgraded the entire series of new servers featured with
independent, controllable, wireless design, modular design and high computation capability and scalability, providing users with a
useful tool for critical operational tasks and resources intensive usage. The Company built up our unique competitive advantages in
the development of 4 quad, high-end and universal server products, differentiating ourselves from other domestic manufacturers to
a considerable extent and brought new application experience and outstanding value for users with information security and
independent controllable concerns.

In the sales front, the Company placed cloud server business as our strategic development focus for the Group’s cloud computing
infrastructure and services, improved our sales management system of “Solution-based regional sales and industrial sales interconnection
network” (ABER AR BT, RIGIHEMEITEMEMNETRE) and accurately positioned while expanding our sales team so as to
enhance its synergetic performance. Meanwhile, we proactively recruited channel members in second and third tier cities to expand
into these market by leveraging on channel resources. We formed alliance with other industrial players to fully tap into the market
while maintaining rapid development.

In the marketing front, the Company conducted brand promotion by way of public relations promotion, marketing events,
advertisement placement and We media communications. In particular, in line with the reading habits in the era of mobile internet,
the Company stepped up our efforts in enhancing our promotion in the We media, and built upon our official WeChat and Weibo
accounts, we promoted our news and marketing events by leveraging on the social circle of our suppliers, customers and employees
so as to attract broader attention and participation, and comprehensively improved Powerleader’s professional image and leading
position as well.

In 2014, thanks to the government’s fostering of localization, the Company promoted the domestic manufactured secured and
controllable cloud servers and cloud solutions with proprietary R&D in various sectors, such as energy, medical, defense and public
security, thereby enhanced the brand’s influence vertically along the industrial chain. Meanwhile, the Company hosted and participated
in industrial conferences covering cloud computing, internet, SmartCity, military industry and education, which strengthened the
Company'’s position within the industry and enhanced the brand’s sphere of influence in the industry.
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Honors:

In January 2014, Powerleader Science & Technology Group received the “Outstanding Performance on Brand Marketing Award 2013";

In February 2014, Powerleader PR4840R server won the “Product Innovation Award of the Year in China’s Server Product Market
2013-2014";

In February 2014, Powerleader Science & Technology Group became the “Executive Board Member Entity of the China Smart City
Industry Alliance”;

In March 2014, Powerleader Science & Technology Group became the “Executive Vice Chairman and Executive Vice President Entity
of China Intelligent City Development and Investment Alliance and Shenzhen Institute of Intelligent City”;

In March 2014, Powerleader Science & Technology Group became the entity in charge of the formulation of “Standards of Smart
City (Industrial Zone) Series”;

In April 2014, Powerleader Science & Technology Group's secured and controllable 2 quad server products in 2013 had been recognized
as high-tech products of Guangdong Province;

In April 2014, Powerleader Science & Technology Group’s high-performance 4 quad server products in 2013 had been recognized as
high-tech products of Guangdong Province;

In June 2014, Powerleader Science & Technology Group’s Center for Cloud Computing and Data (Shenzhen-Guanlan) had been
granted the 3A Green Data Center Accreditation in Design;

In June 2014, Powerleader Science & Technology Group became the “Executive Chancellor Entity of the Security and Defense Storage
Technology Innovation Industrial Alliance”;

In June 2014, Shenzhen Baoteng Internet Technology Limited became the committee member entity of “Cloud Computing Development
and Policies Forum”;

In July 2014, Powerleader Science & Technology Group became the “Vice President Entity of the First Session of the Council of the
Shenzhen Smart City Industrial Promotion Association”;

In August 2014, Powerleader Science & Technology Group was granted the title of “Key Supplier for Domestic Products for Information
Network Application and Security Solutions in Jilin Province 2014-2015",;

In September 2014, Powerleader Science & Technology Group received the mega data technology innovation and application award
in the “First China Smart City Smart Cup Award 2014";

In October 2014, Powerleader Science & Technology Group was recognized by Intel China Ltd. as an IntelCLusterReady accredited
cooperation partner;

In October 2014, Powerleader’s Center for Cloud Computing and Data (Shenzhen-Guanlan) had been granted the “Data Center of
the Year” 2013-2014;

In November 2014, Powerleader’s Center for Cloud Computing and Data (Shenzhen-Guanlan) had been granted the Local Internet
Outstanding Contribution Award,;

In December 2014, the Group became the “Executive Chancellor Entity of the Seventh Session of the Executive Board of Sichuan
Information Security and Communications Security Magazine”.
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Cloud Module as a Service (MaaS) — provision of R&D, design, manufacturing and sale of cloud computing equipment
related components, as well as cloud computing equipment key components agency distribution and related value-
added services

As a result of gradual recovery in the agency distribution segment of cloud computing equipment related components in China, the
total revenue from this business in 2014 increased year on year by 16.05% from that of the previous year. Upholding the operation
philosophy of “customer-oriented, press-forward with ambition” and the principle of “customer-first”, the Company increased R&D
investment and provided customized services with the best quality to manufacturing, business and channel customers. We have
established extensive and steady supply channels equipped with a comprehensive high technology industrial supply chain, which
comprised of 26 branch institutions and over 300 channel suppliers. Our network has spanned across the country with a coverage
of over 40 cities. Thorough top-down penetration has been extended from the business sectors down to value-added services delivered
to individual enterprise and from provincial cities down to county-level cities, enabling compatibility with the operational strategies
and business model of the manufacturers and business entities, while integrating our plentiful products and resources to provide
one-stop solutions to customers.

Software and Platform as a Service (SaaS & PaaS) — Provision of Development and Services of Cloud Computing
Related Software and Platform

In 2014, leveraged on our integrated software-hardware advantage and technology edges built up over the years, the Company
continued our ambitious expansion, which accelerated our transformation to cloud business. Meanwhile, we optimized our operation
management model and enhanced our marketing capabilities in line with the current cloud computing development trend, the progress
in cloud computing business model and future potential market demands, we formulated our strategies well ahead of the future
developments with innovations, which translated into further implementation of technology-sharing and software reuse, thereby
providing multi-dimensional cloud services on the basis of capacity on demand, pay on demand and centralized management.

Powerleader’s cloud platform

Powerleader’s cloud platform integrates resources such as cloud computing, cloud networking, cloud storage, cloud security and cloud
delivery. It serves to minimize the hardware procurement, operation and maintenance costs, thereby providing customers with cloud
services featured with simplicity and efficiency, with flexibility brought by scalability yet guaranteed with secured and stable performance
and pay-per-use convenience. During the year, the Company increased R&D investments of Powerleader’s cloud platform related
products and continued the in-depth development of our marketing service model, which further improved Powerleader’s cloud
platform by launching cloud hosting with flexible scalability and high-performance cloud storage services. Meanwhile, we strengthened
our marketing team and improved our professional services standard, so that we could guarantee our customers with the smooth
delivery of the simplest and most convenient services.

Cloud hosting

Powerleader’s cloud hosting products were derived from Powerleader’s cloud platform, which constitute an integral part of the
infrastructure applications of Powerleader’'s cloud computing. Powerleader’s cloud hosting represents a new generation of hosting
service available for lease. With an integration of high-performance servers and quality network band width, it could effectively address
the problems of traditional hosting, which is expensive yet quality non-guaranteed services, and can fully satisfy the requirements of
small and medium size enterprises and individual host owners towards hosting services, that are cost-effectiveness, reliability and
manageability.

CDN acceleration platform

Powerleader’s CDN acceleration services system fully addressed the fundamental problems of slow website response experienced by
users due to narrow band width, high traffic and uneven POP distribution. Users could obtain the required content from the most
convenient access so as to ease up the internet congestion and speed up the user response time of the websites. At the same time,
we have integrated our quality resources comprised of our own independent computer room in Shenzhen and Guangzhou and
backbone network nodes distributed over different region, so as to achieve cloud acceleration functions by national coverage of core
backbone networks, speed-up content delivery and response from the nearest router.
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Data centers

Data centers are hardware infrastructure of laaS. Powerleader’s Center for Cloud Computing and Data is a leading third party data
center in the industry which emphasis on neutrality, security and environmental protection, it is also the execution arm of Powerleader’s
cloud strategies in our future cloud services. Powerleader’s data center had been set up in accordance with the international Tier 3+
standards with reference to international leading modular design philosophies, it adopted first class infrastructure equipment around
the globe and followed green and energy conservation design philosophies. Apart from the provision of a series of infrastructure and
value added services such as daily maintenance, event management, system optimization and commission maintenance services, we
specifically provided customized modification services for computer room, electricity, non-standard computer cabinets and others
according to special customer requirements, and specifically designed customized service processes as specifically requested by
customers. We also provided separate spare parts room and assemble room for the storage and assembly of servers. In addition, the
Center for Cloud Computing and Data integrated Powerleader’s advantages in both hardware and software, and our unique network
resources advantages, so as to provide standardized and customized data center services with highly secured, stable, reliable, flexible,
available and wide band width network access, management, IT operation administration and maintenance services.

Bank financing and capital management

In 2014, against the backdrop of a complicated and challenging economic and financial landscape and an ever-changing market
environment, the Company proactively rode on the trends in interest rate marketization, financial integration and information
networkization. In respect of bank financing, the Company actively expanded our access to financing, improved our financing structure
and enhanced the level of financing. In respect of capital management, we evaded from the potential risks brought by emerging
businesses, established a healthy internal capital management system and improved risk classification so as to enhance the efficiency
of capital utilization and achieve highly effective capital operation.

GOVERNMENT SUPPORT

In 2014, the Company continued to keep abreast of the cloud computing industrial policies unveiled by PRC governments at different
levels proactively. Through flexible measures such as proprietary innovations, joint R&D efforts and learning from and sharing with
other industrial players, we continued to foster our R&D efforts for the next generation cloud computing infrastructure with an
emphasis on cloud server software and hardware and cloud management platform, which have been highly approved of and supported
by the government. In respect of external cooperation among industrial players, academic institutions and research institutions, the
Company improved the exchange and cooperation mechanism with major scientific research institutions and higher education
institutions, such as East China University of Science and Technology and National University of Defense Technology, with a view to
groom talents in the field of high technology through joint efforts, so as to strive for better development for the cloud computing
industry.

In 2014, the Group received a number of highly influential government subsidies, which are detailed as follows:

In January 2014, Powerleader Computing had been granted the subsidies on loan interest from the District Development Funding
Scheme in Futian District;

In February 2014, Powerleader Software was one of the companies to receive the first batch of Intellectual Property Rights subsidies
of Shenzhen in 2014;

In March 2014, Powerleader Computing’s “Research on the Key Technologies for Mega Data Processing Platform On the Basis of
Cloud Computing” was admitted as an approved project under the Science and Technology Scheme(technology development
classification) of Shenzhen 2014;

In April 2014, Powerleader Science & Technology Group’s “Demonstration for Industrial Application of Powerleader’s Desktop Cloud
System” was admitted as an approved project under the Development Project Funding Scheme of Shenzhen 2014 on the Next
Generation Information Technology Industry;

In April 2014, Powerleader Science & Technology Group’s “Secured and Controllable 2 Quad Server” and “Powerleader’s high-
performance 4 Quad-route Server” were accredited as High- Tech Products of Guangdong Province;

In May 2014, Powerleader was recognized as a Demonstration Base of Innovative Industrialization for SME in Guangdong Province;

12

ANAGEMENT DISCUSSION AND ANALYSIS s



Annual Report 2014
Powerleader Science & Technology Group Limited

In July 2014, Powerleader Science & Technology Group’'s “R&D of cloud-based Powerleader security data storage services platform”
project passed the completion acceptance test for the technological development projects with special funding for industrial
development in Futian District;

In August 2014, Powerleader Software’s “Internet Speed Accelerators” project passed the completion acceptance test for the Internet
industrial development projects with special funding in Shenzhen;

In September 2014, Powerleader Software’s “R&D of cloud server virtual management platform” project was admitted as an approved
project in the 2014 technology innovation funding scheme for small and medium enterprises in Longhua New District;

In September 2014, Powerleader Computing renewed the 2014 accreditation as a national high-tech enterprise;
In September 2014, Powerleader Software passed the 2014 national high-tech enterprise review.
ASSOCIATED COMPANY

Shenzhen Zggame Co., Ltd (RIIF FEEBREMHBRAE) (hereinafter referred to as “Zggame”) is a 15.30%-owned associated
company of the Group which is principally engaged in the principal business of development and operation of online games. The
turnover of Zggame in 2014 is RMB489,527,552.74, representing an increase of 50.87% compared to RMB324,475,994.23 in the
same period of 2013. It is mainly attributable to the fact that Zggame strived to develop mobile game while streamlining the client
end game and webgame products to maintain its advantages in the area of client end games and web games. The company accelerated
its swift transformation to a light game content provider through the dual development by organic and external growth in the area
of web game and mobile game. At the same time, Zggame’s own distribution business and operation overseas delivered remarkable
results and laid down the foundation for further development. The company’s business development in North America, South America,
Middle East, South East Asia, Taiwan, Japan, Korea and Russia are stabilizing and laid down a solid foundation for the future
development of the company. Zggame's net profit attributable to the shareholders of the listed company in 2014 was
RMB(22,035,893.48), representing a decrease of 143.18% as compared to RMB51,027,332.23 in the corresponding period in 2013,
mainly due to the impairment of intangible assets and development expenditures.

HUMAN RESOURCES
Human resources planning, recruitment and performance appraisal

During the year, the Group optimized our human resources management system and improved our talent recruitment and management
system with reference to our targets of overall development strategies, while giving sufficient consideration to internal and external
changes. We enhanced and improved the Group’s remuneration and performance appraisal system, clearly defined the duties of and
attached importance to the appraisal of each position, while strengthening the loyalty and sense of responsibility of our staff, with
a view to ensure the steady and orderly operation of the Group.

Building and Training of Talent Pool

We arranged regular staff trainings in enterprise systems, business manners, safety and working skills, and set up knowledge and
training data base for key posts. These measures aim at improving staff skills and quality substantially, so as to lay down solid human
resources foundation for long term enterprise development. At the same time, we initiated outdoor training, so that our staff could
apply the knowledge acquired in training on work, and kept improving both the Company and individuals to achieve growth as a
whole.

Corporate culture and staff relationships

The Company strengthened the building up and promotion of a “people oriented” culture. We have created a united and friendly,
yet ambitious working environment by hosting events such as culture promotion season, external visits by management and staff
trainings, so that we could bring the cultural philosophies into actions, and ultimately realize corporate cultural self-awareness and
enhance staff loyalty.
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PROSPECT

Set forth below is the summary of relevant policies formulated by the PRC government at different levels for
supporting the development of cloud computing industry in 2014:

Policies of the State Council:

With a view to implement the “National Development Plan on strategic emerging industries under the Twelfth Five-Year Plan”, “Several
Opinions on Promoting Information Consumption and Expanding Domestic Demands” and to improve the domestic cloud computing
innovation development standard, the National Development and Reform Commission, the Ministry of Finance, the Ministry of Industry
and Information Technology and the Ministry of Science and Technology decided to conduct the coordinated implementation of the
cloud computing projects in 2014. This project primarily provides support to three key sectors, namely, the development of public
cloud computing service platform, cloud computing platform-based mega data services, R&D and promotional projects for cloud
computing and mega data solutions.

In August 2014, with the consent of the State Council, the “Guiding Opinions on the Robust Development of Smart Cities” was issued
by eight ministries and commissions, namely , the National Development and Reform Commission, the Ministry of Industry and Information
Technology, the Ministry of Science and Technology, the Ministry of Public Security, the Ministry of Public Security, the Ministry of
Finance, the Ministry of Land and Resources, the Ministry of Housing and Urban-Rural Development and the Ministry of Transport. It
proposes to complete the development of a batch of distinctive smart cities by 2020, so as to amplify the clustering and radiation effects
and significantly enhance the collective competitive advantages. It is expected that solid effects will be witnessed in (among others)
protection of and improvement in livelihood and services, public administration innovation and maintenance of internet security.

According to the news from the Chinese government's official website, Premier Li Kegiang, in chairing an executive meeting of the
State Council on 15 November 2014, validated the measures to facilitate the innovative development of cloud computing so as to
nurture for the growth of new businesses and industries. The meeting considered that the acceleration of cloud computing development
and the formation of new business types in the information industry are important for the facilitation of the upgrading of traditional
industries and the growth of emerging industries. The meeting determined to proactively support the integration and development
of cloud computing and internet of things and mobile internet, catalyze the cloud computing based new business types, such as
on-line R&D and design, education, medical and intelligent manufacturing. Cloud com