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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no
responsibility for the contents of this prospectus, 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 prospectus.

A copy of this prospectus, having attached thereto the documents specified in Appendix V headed “Documents Delivered to the Registrar of Companies in Hong
Kong and Available for Inspection” to this prospectus, has been registered by the Registrar of Companies in Hong Kong as required by section 342C of the
Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). The Securities and Futures Commission and the
Registrar of Companies in Hong Kong take no responsibility for the contents of this prospectus or any other documents referred to above.

The Offer Price is expected to be fixed by agreement between us and the Sole Global Coordinator (for itself and on behalf of the Underwriters) on or about
Wednesday, 6 July 2016 and, in any event, not later than Tuesday, 12 July 2016. The Offer Price will not be more than HK$0.65 per Offer Share and is currently
expected to be not less than HK$0.45 per Offer Share, unless otherwise announced. Investors applying for the Hong Kong Offer Shares must pay, on application,
the maximum Offer Price of HK$0.65 per Offer Share, together with brokerage of 1.0%, SFC transaction levy of 0.0027% and Stock Exchange trading fee of
0.005%, subject to refund if the Offer Price is less than HK$0.65 per Offer Share. If, for any reason, the Offer Price is not agreed between us and the Sole Global
Coordinator (for itself and on behalf of the Underwriters) on or before Tuesday, 12 July 2016 (Hong Kong time), the Global Offering (including the Hong Kong Public
Offering) will not proceed and will lapse.

The Sole Global Coordinator, (for itself and on behalf of the Underwriters) may, with our consent, reduce the number of Offer Shares and/or the indicative Offer
Price range below that stated in this prospectus (which is HK$0.45 to HK$0.65 per Offer Share) at any time on or prior to the morning of the last day for lodging
applications under the Hong Kong Public Offering. In such a case, notices of the reduction in the number of Offer Shares and/or the indicative Offer Price range will
be published in South China Morning Post (in English) and Hong Kong Economic Journal (in Chinese) not later than the morning of the last day for lodging
applications under the Hong Kong Public Offering. Such notice will also be available at the website of the Stock Exchange at www.hkexnews.hk and on the
website of our Company at www.ploverbay.com. Further details are set out in the sections headed “Structure of the Global Offering” and “How to Apply for Hong
Kong Offer Shares” in this prospectus.

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement to subscribe for, and to procure applicants for the subscription for,
the Hong Kong Offer Shares, are subject to termination by the Sole Global Coordinator (for itself and on behalf of the Underwriters) if certain grounds arise prior to
8:00 a.m., on the Listing Date. Please refer to the section headed “Underwriting” in this prospectus for more details. Prior to making an investment decision,
prospective investors should consider carefully all of the information set out in this prospectus, including the risk factors set out in the section headed “Risk
Factors” in this prospectus.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities law in the United States and may not be offered, sold,
pledged or transferred within the United States or to, or for the account or benefit of U.S. persons except pursuant to an effective registration statement or pursuant
to an exemption from, or in a transaction not subject to the registration requirements of the U.S. Securities Act or any state securities law in the United States. The
Offer Shares are being offered and sold outside the United States in offshore transactions in the accordance with Regulation S under the U.S. Securities Act.

30 June 2016
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All times and dates refer to Hong Kong local times and dates except as otherwise stated. Details of the structure of
the Global Offering, including the conditions of the Hong Kong Public Offering, are set out in the section headed
“Structure of the Global Offering” in this prospectus. If there is any change in this expected timetable, an
announcement will be published in the South China Morning Post (in English) and the Hong Kong Economic Journal
(in Chinese).

You will not be permitted to submit your application to the HK elPO White Form Service Provider through the
designated website at www.hkeipo.hk after 11:30 a.m. on the last day for submitting applications. If you have
already submitted your application and obtained a payment reference number from the designated website prior to
11:30 a.m., you will be permitted to continue the application process (by completing payment of application
monies) until 12:00 noon on the last day for submitting applications, when the application lists close.

If there is a “black” rainstorm warning or a tropical cyclone warning signal number eight or above in force in Hong
Kong at any time between 9:00 a.m. and 12:00 noon on Wednesday, 6 July 2016, the application lists will not open
and close on that day. Please refer to the section headed “How to Apply for Hong Kong Offer Shares — 10. Effect of
Bad Weather on the Opening of the Application Lists” in this prospectus. If the application lists do not open and
close on Wednesday, 6 July 2016, the dates mentioned in this section may be affected. A press announcement will
be made by us in such event.

Applicants who apply by giving electronic application instructions to HKSCC should refer to the section headed
“How to Apply for the Hong Kong Offer Shares — 6. Applying by giving electronic application instructions to
HKSCC via CCASS” in this prospectus.

The Price Determination Date, being the date on which the Offer Price is to be determined, is expected to be on or
about Wednesday, 6 July 2016 and, in any event, not later than Tuesday, 12 July 2016. If, for any reason, the Offer
Price is not agreed by Tuesday, 12 July 2016 between us and the Sole Global Coordinator (for itself and on behalf of
the Underwriters), the Global Offering will not proceed and will lapse.

None of the website or any of the information contained on the website form part of this prospectus.

Share certificates for the Hong Kong Offer Shares are expected to be issued on Tuesday, 12 July 2016 but will only
become valid certificates of title provided that the Global Offering has become unconditional in all respects, and
neither of the Underwriting Agreements has been terminated in accordance with its terms, prior to 8:00 a.m. on the
Listing Date, which is expected to be on or about Wednesday, 13 July 2016. Investors who trade Shares on the
basis of publicly available allocation details before the receipt of share certificates or before the share certificates
becoming valid certificates of title do so entirely at their own risk.

e-Auto Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful
application and in respect of successful applications if the Offer Price is less than the price payable on application.

The above expected timetable is a summary only. You should refer to the sections

headed “Structure of the Global Offering” and “How to Apply for Hong Kong Offer Shares” in
this prospectus for details of the structure of the Global Offering, including the conditions of
the Global Offering, and the procedures for application for the Hong Kong Offer Shares.
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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus. As this is a summary, it does not contain all the information that may be
important to you and is qualified in its entirety by, and should be read in conjunction with, the
full text of this prospectus. You should read the entire document before you decide to invest in
the Global Offering. There are risks associated with any investment. Some of the particular risks
associated with an investment in the Global Offering are set out in the section headed “Risk
Factors” in this prospectus. You should read that section carefully before you decide to invest in
the Global Offering. Various expressions used in this section are defined in the sections headed
“Definitions” and “Glossary of Technical Terms” in this prospectus.

OVERVIEW

We are a well-established SD-WAN router vendor focusing on the design, development,
marketing and sale of our products and services. Our products and services are used by
enterprise users, such as multinational companies, as well as industry users, including those in
the transportation, retail and education industries. SD-WAN router market is a subset of the
global router market. According to the Quocirca Report, the market size of global SD-WAN
routers represents a small fraction of the global router market comprising only approximately
1.9% of the global router market and we are the fifth largest SD-WAN router vendor internationally
in 2015 in terms of revenue value. Further, according to the Quocirca Report, the SD-WAN router
market is projected to grow at a CAGR of 31.8% from 2015 to reach approximately US$1.51
billion by 2020.

Since established in 2006, we have been focusing on developing SD-WAN routers to help
organisations resolve their WAN connection issues including increasing their bandwidth, reducing
their networking costs, and ensuring reliability of WAN connection for accessing key resources
such as e-mail, enterprise resource planning, file sharing, and video conferencing.

We market and sell our products and services to customers and end users under our own
brands namely “Peplink” and “Pepwave”. We derive our revenue mainly from the sale of our self-
developed SD-WAN routers, categorised into wired and wireless, which run our patented and
proprietary technology, namely SpeedFusion, which is a technology specifically designed to bond
multiple WAN connections and create a secured private network. In addition, we derive our
revenue from the grant of our software licences, including SpeedFusion and InControl cloud
service for managing our devices, and the provision of warranty and support services in
connection with our SD-WAN router products. We sell our products and services mainly through
an extensive network of distributors which consist of Independent Third Parties in different
regions of the world. As at the 31 December 2015, we had 415 distributors in approximately 70
countries.

We do not have any manufacturing capabilities and therefore outsource the manufacturing
process of our products to contract manufacturers mainly based in Taiwan.

As at 31 December 2015, we have been granted four patents from the United States Patent
and Trademark Office and filed 161 patent applications internationally for the intellectual
properties developed by our R&D team. In November 2015, we were awarded the 2015 Deloitte
Technology Fast 50 China (015EZEESRESKRFESEERAZE) to recognise our
continuous innovation excellence.

Our revenue increased from approximately US$13.31 million for the year ended 31
December 2013 to approximately US$17.95 million for the year ended 31 December 2014 and
further to approximately US$21.86 million for the year ended 31 December 2015, representing a
CAGR of approximately 28.2%. Our profit for each of the three years ended 31 December 2015
was approximately US$2.57 million, US$3.74 million and US$3.36 million, respectively,
representing a CAGR of approximately 14.3%. The decrease in profit for the year ended 31
December 2015 was primarily due to (i) a decrease in overall gross profit margin resulted from our
pricing strategy to increase market share and change of product mix; and (ii) the listing expense
and an increase in staff cost and general office expenses which was in line with our business
expansion.
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REVENUE

We derive our revenue mainly from the sale of our SD-WAN routers. In addition, we derive
our revenue from the grant of software licences including SpeedFusion and InControl cloud
service for managing our devices, and the provision of warranty and support services in
connection with our SD-WAN router products.

In order to provide more flexibility, our SpeedFusion and InControl can be turned on by our
distributors and end users by subscribing to our software licences, where necessary.

The table below sets out our revenue by product and service segments during the Track
Record Period:

For the year ended 31 December

2013 2014 2015
Revenue % of total Revenue % of total Revenue % of total
US$’000 % US$’000 % US$’000 %
SD-WAN routers:
Wired . .......... . ... ... ... 6,487 48.8 7,493 41.8 6,987 32.0
Wireless .. ... .. 4,503 33.8 7,635 42.5 10,685 48.9
Warranty and support services:
Embedded warranty . . . ........... 1,030 7.7 1,721 9.6 2,499 11.4
Additional warranty and support . . . .. 802 6.1 860 4.8 1,406 6.4
Software licences. . ... ............. 484 3.6 237 1.3 282 1.3
Total. . .......... ... ... ... .. ... 13,306 100.0 17,946 100.0 21,859 100.0

Our SD-WAN routers are categorised into wired and wireless. Wired routers comprise our
Balance series and MediaFast series which are capable of connecting multiple devices and end
users’ networks to the Internet through multiple WAN connections. Wireless routers mainly
comprise MAX BR series and MAX HD series. Most of our SD-WAN routers are capable of running
our patented and proprietary technology, namely SpeedFusion, which is a technology specifically
designed to bond multiple WAN connections and to create a secured private network.

We provide embedded warranty that comes with the sale of our SD-WAN routers. In
addition, we offer additional warranty and support services to end users who require a longer
warranty and support period. Having included in additional warranty and support services, end
users of our products can subscribe to our advance hardware replacement support service
pursuant to which we will send them free replacement unit once the hardware defect is confirmed.

Software licences income represents mainly the licence fee for SpeedFusion and InControl.
During the Track Record Period, a one-time licence fee for SpeedFusion was in the range of
approximately US$600 to US$1,000 per device; and the annual licence fee for InControl was
approximately US$25 per device.

COMPETITIVE STRENGTHS
We believe that the following competitive strengths have contributed to our success:

° We are dedicated to design, develop and market reliable and easy-to-use SD-WAN
routers.

° We have strong R&D capabilities.
° We have established an extensive distribution network.

) We have comprehensive and close relationship with our distributors and end users
through our website and regular discussions through our online Community Forum.

° We have a stable and dedicated management team with extensive industry experience.
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BUSINESS STRATEGIES

Our principal business objective is to further strengthen our position in the design,
development, marketing and sales of our SD-WAN routers. We intend to achieve this business
objective by pursuing the following strategies:

° Continue to strengthen our ability to innovate, expand our R&D capability on new
technologies and broaden functionality and application of our products.

° Continue to enhance brand recognition and expand the breadth and depth of our
international distribution network.

CUSTOMERS AND SALES

Our customers are distributors and direct customers who purchase our products and
services directly from us. We mainly sell our products and warranty and support services
provided by us through an extensive network of distributors in different regions of the world.
Direct customers are mainly end users who purchase our products and services directly from us.

The table below sets out the breakdown of the sale of our products and services to our
customers under each of our sales channels during the Track Record Period:

For the year ended 31 December

2013 2014 2015
Revenue % of total Revenue % of total Revenue % of total
US$’000 % US$’°000 % US$’000 %
Distributors . . .. .................. 10,933 82.2 15,812 88.1 20,240 92.6
Direct customers . . . ......... .. ..., 2,373 17.8 2,134 11.9 1,619 7.4
Total. . .......... ... .. ... ........ 13,306 100.0 17,946 100.0 21,859 100.0

Sales to our five largest customers accounted for approximately 29.7%, 29.6% and 39.7%
of our total revenue for each of the three years ended 31 December 2015, respectively. Further,
sales to our largest customer accounted for approximately 13.1%, 14.4% and 20.5% of our total
revenue for the corresponding years, respectively. All of the five largest customers are
Independent Third Parties.

Our revenue was mainly derived from our customers in North America, EMEA and Asia.
During the Track Record Period, the North American market is the largest revenue contributor of
our Group.

The table below sets out the breakdown of revenue by location of customers in terms of
absolute amount and as a percentage of total revenue during the Track Record Period:

For the year ended 31 December

2013 2014 2015

Revenue % of total Revenue % of total Revenue % of total

US$’000 % US$’000 % US$’000 %
North America . . . ................. 6,310 47.4 7,519 41.9 9,180 42.0
EMEA . .. ... ... 3,045 22.9 4,878 27.2 7,351 33.6
Asia .. ... 2,937 22.1 4,538 25.3 4,669 21.4
Others. . ...... ... .. ... .. 1,014 7.6 1,011 5.6 659 3.0
Total........... ... ... ... ........ 13,306 100.0 17,946 100.0 21,859 100.0

Our revenue was mainly derived from North America which accounted for approximately
47.4% of our total revenue for the year ended 31 December 2013. In order to reduce the reliance
on the North American market, we strategically expanded our distribution network to EMEA and
Asian regions starting from 2014. The growth in sales from EMEA exceeded the growth in sales in
North America for the year ended 31 December 2014 and 2015, which led to a decreasing trend in
the percentage of total revenue from North America accordingly.
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SUPPLIERS AND PURCHASE

Our suppliers comprise contract manufacturers and raw material suppliers. In order to better
allocate our resources, reduce manufacturing overheads and maintain high product quality, we
outsource the manufacturing process of our products to our contract manufacturers mainly based
in Taiwan that are Independent Third Parties. Our most important components for our routers are
CPUs and wireless communication modules. For each of the three years ended 31 December
2015, our total purchase from our contract manufacturers and raw material suppliers were
approximately US$6.1 million, US$9.6 million and US$10.7 million, respectively.

Purchases from our five largest suppliers accounted for approximately 74.5%, 75.0% and
77.4% of our total purchase for each of the three years ended 31 December 2015, respectively.
For each of the three years ended 31 December 2015, the purchases from our largest supplier
represented approximately 43.0%, 46.0% and 37.3% of our total purchase, respectively. All of
our five largest suppliers are Independent Third Parties.

RESEARCH AND DEVELOPMENT

We believe that R&D capability is the core competence of a technology company. Therefore,
we have been focusing on strengthening our R&D as well as product design. We have strong R&D
capabilities with a track record for developing and commercialising innovative routers and
services. We have been able to introduce products through technological innovation which are
used by end users from wide-ranging industries, including transportation, retail and education
industries.

Our skilled R&D team consists of international and local experts with extensive experience in
their respective fields. We have one central R&D facility and one supporting testing facility located
at our headquarters in Hong Kong.

The amount of time and resources we spend on our R&D vary depending on the types of
technology and products involved. It may take a few weeks to a year to complete the R&D for a
product. For each of the three years ended 31 December 2015, our R&D expenses including
relevant staff costs, material expenses and other expenses were approximately US$3.14 million,
US$3.97 million and US$3.91 million, respectively, representing approximately 23.6%, 22.1% and
17.9% of our total revenue, respectively.

As at the Latest Practicable Date, our R&D team consisted of 55 members with most of
whom attained tertiary education or higher. Our employment contracts require our staff to
maintain confidentiality for any proprietary information, including information relating to our R&D.

SUMMARY HISTORICAL FINANCIAL INFORMATION
Profit or Loss

Our business was not affected by seasonality and our results of operations are affected by a
number of factors, including (i) the product/service mix; (ii) the market demand for our products;
(iii) the price and cost of raw materials and components; and (iv) technology changes. Our
success depends upon our ability to enhance our existing products and services, respond to
changing customer requirements, technological and competitive developments and emerging
industry standards, conduct R&D, work with raw materials suppliers and contract manufacturers,
and introduce new products in a timely manner.
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The table below sets out a summary of our combined profit or loss data during the Track
Record Period:

For the year ended 31 December

2013 2014 2015
US$’000 US$’000 US$’000
Revenue . ... .. . .. e 13,306 17,946 21,859
Gross profit. . . ... 8,651 11,036 12,693
Profit fortheyear. . . ....... ... .. . .. . ... ... 2,565 3,743 3,357
Overall gross profitmargin . . . ........... ... ... ..... 65.0% 61.5% 58.1%
Net profit margin . . . ... .. ... . . . 19.3% 20.9% 15.4%

The continuous growth in our revenue and gross profit in each year from 2013 to 2015 was
primarily due to the introduction of new and improved products and services, the enhanced
global awareness of our brand, the expansion of the network of our distributors and an increase in
the sales volume of our products which was in line with the strong market demand for Internet
connectivity in recent years.

Our overall gross profit margin decreased from approximately 65.0% for the year ended 31
December 2013 to approximately 61.5% for the year ended 31 December 2014. However, our net
profit margin increased from approximately 19.3% for the year ended 31 December 2013 to
approximately 20.9% for the year ended 31 December 2014. The increase in our net profit margin
was mainly attributable to recognition of net gain from the sales of parts material of approximately
US$0.12 million and reversal of impairment losses for trade receivables of approximately US$0.18
million in 2014. The decrease in our net profit margin for the year ended 31 December 2015 when
compared to year ended 31 December 2014 was primarily due to (i) a decrease in overall gross
profit margin resulted from our pricing strategy to increase market share and change of product
mix; and (ii) the listing expense and an increase in staff cost and general office expenses which
was in line with our business expansion.

The table below sets out our Group’s gross profit and gross profit margin by product/service
category during the Track Record Period:

For the year ended 31 December

2013 2014 2015

Gross Gross Gross

Gross profit Gross profit Gross profit

profit margin profit margin profit margin

US$’000 % US$’000 % Us$’000 %
SD-WAN routers:

Wired . ... 4,547 701 5,227 69.8 4,687 67.1
Wireless . . . . 2,088 46.4 3,411 44.7 4,350 40.7
Warranty and support services .. .................... 1,532 83.6 2,161 83.7 3,374 86.4
Software licences ... ... .. ... 484 100.0 237 100.0 282 100.0
Total. . ... 8,651 65.0 11,036 61.5 12,693 58.1

For each of the three years ended 31 December 2015, our gross profit amounted to
approximately US$8.65 million, US$11.04 million and US$12.69 million, respectively, and our
overall gross profit margin was approximately 65.0%, 61.5% and 58.1%, respectively. Our gross
profit margin depends on a combination of factors, including the sales volume of our products,
the prices at which we charge for our products, the discount level that we offer to our customers,
and the cost of raw materials and components. Our wireless routers recorded the lowest gross
profit margin among all of our products and services while the gross profit margins of our wired
routers, warranty and support services and software licences were higher than our overall gross
profit margin during the Track Record Period.
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The table below sets out the sales volume, average selling price, average unit cost, average
gross profit and gross profit margin of our wired and wireless routers during the Track Record
Period:

For the year ended 31 December

2013 2014 2015
Average Average Average Gross Average Average Average Gross Average Average Average Gross
Sales selling unit gross profit Sales selling unit gross profit Sales selling unit gross profit
volume price cost profit margin  volume price cost profit margin volume price cost profit margin
units uss uss uss$ % units uss uss uss$ % units uss uss uss$ %
SD-WAN routers:
Wired ....... 9,685 670 200 470 70.1% 9,464 792 239 553  69.8% 9,928 704 232 472 671%
Wireless . .. .. 21,188 213 114 99  46.4% 29,078 263 145 118  44.7% 45,485 235 139 96 40.7%
Total. . ......... 30,873 38,542 55,413
Overall gross profit
margin of SD-

WAN routers . . 60.4% 57.1% 51.1%

Our product portfolio covers low-priced to high-priced range products in order to meet
customer demand for different degree of product functionality, connectivity and stability. Wired
routers comprise our Balance series and MediaFast series which are capable of connecting
multiple devices and end users’ networks to the Internet through multiple WAN connections.
Wireless routers mainly comprise our MAX BR series and MAX HD series and other series (which
include a variety of miscellaneous low-priced wireless models) which are capable of connecting
multiple devices and end users’ networks to the Internet through wireless connections.

The decrease in our gross profit margin in 2015 was mainly contributed by an increase in the
sale of our lower margin product mix. The impact from the increase in the sale of our lower margin
product mix was greater than the impact from strong U.S. dollars as the impact caused by strong
U.S. dollars affected mainly the Asian region which only contributed approximately 21.4% of our
total revenue in 2015.

In 2014, our gross profit increased by approximately US$2.39 million to approximately
US$11.04 million. This was mainly contributed by increase in gross profit of wired routers,
wireless routers and warranty and support services. In 2014, the sale of lower margin wireless
models (mainly MAX BR series) in our product mix of our wireless routers increased from
approximately 54.0% in 2013 to approximately 57.1% in 2014 and accounted for a higher portion
of revenue from sales of our wireless routers, the gross profit margin of wireless routers
decreased from approximately 46.4% in 2013 to approximately 44.7% in 2014.

All R&D costs of software licences are recognised as R&D expenses when incurred.
Therefore, the gross profit margin of software licences was 100% during the Track Record Period.

For detail analysis of our combined profit or loss data during the Track Record Period,
please refer to the section headed “Financial Information — Description of Selected Iltems in
Combined Statements of Profit or Loss” in this prospectus.
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Net Current Assets

The table below sets out our combined current assets, current liabilities and net current
assets as at the dates indicated:

As at
As at 31 December 30 April
2013 2014 2015 2016
US$’000 US$’000 US$’000 US$’000
(unaudited)
Total currentassets . . .. ......... 10,247 11,491 14,516 14,659
Total current liabilities .. ......... 3,418 4,464 7,461 5,905
Net currentassets . . .. .......... 6,829 7,027 7,055 8,754

Cash Flows

The table below sets out a summary of our combined cash flows during the Track Record
Period:

For the year ended 31 December

2013 2014 2015
US$’000 US$’000 US$’000
Net cash flows from operating activities . ............... 3,076 3,093 3,019
Net cash flows (used in) from investing activities . . . .. ... .. (19) 130 (915)
Net cash flows (used in) from financing activities . . .. ... ... (1,291) (3,639) 202

During our Track Record Period, our cash inflow from operating activities was principally
from the receipt of the proceeds from the sales of our products and our software licences as well
as warranty and support services provided. Our cash outflow used in operating activities was
principally for the purchase of routers made by contract manufacturers, raw materials and
accessories and for salary payments.

Our cash outflow used in investing activities primarily consists of payment of application
cost for patent, trademark, test and certification, payments for acquisition of property, plant and
equipment, repayment of borrowings and advances to a director. Our cash inflow from investing
activities primarily consists of receipts on advances to related companies and a director.

Our cash outflow from financing activities primarily represents cash used for payment of
dividends to a Shareholder and repayment of advance from related companies and a director. Our
cash inflow from financing activities primarily consists of new bank loans raised and advances
from related companies and a director.

FINANCIAL RATIOS

The tables below set out certain of our financial ratios as at the dates and for the periods
indicated:

As at 31 December

2013 2014 2015
Currentratio . ........... ... ... ... . .. 3.0 2.6 1.9
Quickratio. . . ... ... ... 2.2 1.8 1.4
Gearingratio (%) . . ... . . 8.8 7.8 17.4

For the year ended 31 December

2013 2014 2015
Return on assets (%) . . ........ ... .. ....... 27.9 32.7 24.4
Return on equity (%) .. ........ ... .. .. ..... 431 56.8 49.0

For more details, please refer to the section headed “Financial Information — Financial
Ratios” in this prospectus.
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SHAREHOLDER INFORMATION AND SHARE OPTION SCHEME
Controlling Shareholder

Mr. Chan will directly hold approximately 75% of the issued share capital of our Company
immediately following completion of the Global Offering, assuming that the Over-allotment Option
is not exercised and without taking into account any Shares to be issued upon the exercise of any
options which may be granted under the Share Option Scheme. Accordingly, Mr. Chan will be our
Controlling Shareholder within the meaning of the Listing Rules. Mr. Chan has confirmed that he
does not have any direct or indirect interest in any business or companies, save as disclosed in
this prospectus, that engage in any business activities that compete or may compete with our
business activities. For further details, please refer to the sections headed “Relationship with our
Controlling Shareholder — Controlling Shareholder” and “Substantial Shareholders” in this
prospectus.

Share Option Scheme

Our Company has conditionally adopted the Share Option Scheme pursuant to which
selected participants may be granted options to subscribe for shares as incentives or rewards for
their service rendered to our Group and any entity in which any member of our Group holds an
equity interest. For details of the Share Option Scheme, please refer to the section headed
“Statutory and General Information — Other Information — 15. Share Option Scheme” in
Appendix IV to this prospectus.

RISK FACTORS

We believe that there are certain risks involved in our operations, many of which are beyond
our control. These risks can be categorised into (i) risks related to our business; (ii) risks related to
the industry in which we operate; (iii) risks related to the Global Offering; and (iv) risks related to
statements in this prospectus. Some of the key risks include:

° Our gross profit margin and growth in profit may not be sustainable in the future;

) Our dependence on a limited number of suppliers may result in supply disruptions and
prevent us from delivering our products in a timely manner to our customers in the
required quantities;

° Our business and financial performance depend on our ability to manage our inventory
effectively;

° The SD-WAN sector is dominated by a few specialised vendors, including our Group,
whose revenues are relatively small when compared to the global enterprise router
market. When diversified vendors enter, our market share may be reduced;

) If we fail to keep up with the rapidly changing technologies or fail to conduct R&D and
market our new products and services, we could lose our customers and our business,
financial conditions and results of operations may be materially and adversely affected;

° We do not have long-term purchase commitments from our customers which may lead
to significant uncertainty and volatility within our revenue; and

° We are exposed to credit risk of our customers if we experience significant delays in
collecting trade receivables from our customers, it could adversely affect our cash flow.

For a more comprehensive list of risk factors and explanations, please refer to the section
headed “Risk Factors” in this prospectus.
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LISTING EXPENSES

The total listing expenses (including underwriting commissions) payable by our Company
are estimated to be approximately US$3.84 million (based on midpoint of our indicative price
range for the Global Offering and assuming that the Over-allotment Option is not exercised and
without taking into account any discretionary incentive fees, if applicable). For the year ended 31
December 2015, we incurred listing expenses of approximately US$1.29 million, of which
US$1.00 million was charged to our combined statements of profit or loss and other
comprehensive income and the remaining amount of approximately US$0.29 million was
recorded as deferred listing expenses which is to be net off with share premium after the
Listing. We expect to further incur listing expenses (including underwriting commissions) of
approximately US$2.55 million by the completion of the Global Offering, of which an estimated
amount of approximately US$1.37 million will be charged to our combined statements of profit or
loss and other comprehensive income for the year ending 31 December 2016 and an estimated
amount of approximately US$1.18 million will be capitalised. These listing expenses mainly
comprise professional fees paid and payable to the professional parties and underwriting
commissions payable to the Underwriters for their services rendered in relation to the Global
Offering.

OFFERING STATISTICS

All statistics in the table below are based on the assumptions that (i) the Global Offering has
been completed and 250,000,000 Share are newly allotted and issued by us pursuant to the
Global Offering; (ii) the Over-allotment Option is not exercised; and (iii) 1,000,000,000 Shares are
issued and outstanding following the completion of the Global Offering.

Based on Based on
minimum Offer maximum Offer
Price of HK$0.45 Price of HK$0.65

per Share per Share
HK$ HK$
Market capitalisation of our Company . . . ............... 450,000,000 650,000,000
Unaudited pro forma adjusted combined net tangible assets
per Share. . . ... .. 0.147 0.194

USE OF PROCEEDS

The aggregate net proceeds from the Global Offering (after deducting underwriting fees and
estimated expenses in connection with the Global Offering and (i) assuming an Offer Price of
HK$0.55 per Share, being the midpoint of the indicative range of the Offer Price of HK$0.45 to
HK$0.65 per Share; and (ii) the Over-allotment Option is not exercised) will be approximately
HK$120.39 million (equivalent to approximately US$15.53 million).

Our Directors intend to apply the net proceeds from the Global Offering as follows:

° approximately 22% or HK$26.89 million (equivalent to approximately US$3.47 million)
will be used to strengthen our R&D capabilities through expansion of our R&D team
over the next four years by employing additional experienced engineers in the field. For
further details, please refer to the section headed “Business — Business Strategies —
Continue to strengthen our ability to innovate, expand our R&D capability on new
technologies and broaden functionality and application of our products” in this
prospectus;

° approximately 13% or HK$15.00 million (equivalent to approximately US$1.94 million)
will be used to upgrade our R&D facilities. We expect there will be continued
advancement of technology, we therefore intend to purchase new software licences
and equipment and to replace existing R&D equipment with most updated ones for
increasing the processing capacity of our R&D facilities over the next four years. For
further details, please refer to the section headed “Business — Business Strategies —
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Continue to strengthen our ability to innovate, expand our R&D capability on new
technologies and broaden functionality and application of our products” in this
prospectus;

° approximately 13% or HK$15.06 million (equivalent to approximately US$1.94 million)
will be used to finance the acquisition and decoration of a property suitable for the
establishment of a R&D centre for R&D testing and quality assurance purposes. We
estimate that purchase price of the property will be approximately HK$13.56 million
(equivalent to approximately US$1.75 million). Our Directors confirm that, as at the
Latest Practicable Date, we had not identified any target property for the establishment
of the R&D centre;

° approximately 15% or HK$18.09 million (equivalent to approximately US$2.33 million)
will be used to carry out promotional and marketing activities including attending
overseas trade fairs, exhibitions, press conference and advertisement in media and to
expand our distribution network;

° approximately 13% or HK$16.12 million (equivalent to approximately US$2.08 million)
will be used to improve our marketing capabilities over the next three years by (i)
employing additional experienced and reputable marketing executives, technical
marketing engineers and designers; and (ii) purchasing additional computer design
systems for marketing purpose. For further details, please refer to the section headed

“Business — Business Strategies — Continue to enhance brand recognition and
expand the breadth and depth of our international distribution network” in this
prospectus;

° approximately 3% or HK$4.15 million (equivalent to approximately US$0.54 million) will
be used to improve brand awareness by (i) engaging public relation professionals in
different regions to promote our brand; and (ii) enhancing communication with
customers by market research analysis;

° approximately 1% or HK$1.00 million (equivalent to approximately US$0.13 million) will
be used to install an enterprise resource planning system;

° approximately 10% or HK$12.04 million (equivalent to approximately US$1.55 million)
will be used to strengthen our patent portfolio by filing more patent applications as well
as acquiring intellectual property rights; and

° approximately 10% or HK$12.04 million (equivalent to approximately US$1.55 million)
will be used for working capital and other general corporate purposes.

DIVIDENDS

We declared dividends of approximately US$1.30 million, US$3.70 million and US$2.80
million for each of the three years ended 31 December 2015, respectively, which we had paid the
dividends declared in full. On 14 June 2016, we declared a dividend of approximately US$1.00
million as the final dividend for year ended 31 December 2015 and this amount of dividend was
paid in June 2016.

As at the Latest Practicable Date, our Company had not adopted any dividend policy. Any
declaration of dividends, however, is subject to the discretion of our Directors, mainly depending
on our Group’s results of operation, working capital and cash position, future business and
earnings, capital requirements and contractual restrictions, if any, as well as any other factors
which our Directors may consider relevant. Our Company’s dividend payment history is not, and
should not be taken as, an indication of our potential future practice on dividend payments. Our
Board has the absolute discretion to decide whether to declare or distribute dividends in any year.
There is no assurance that dividends of such amount or any amount will be declared or
distributed each year or in any year.
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RECENT DEVELOPMENT

Subsequent to the Track Record Period and up to the Latest Practicable Date, we continued
our focus on the design, development, marketing and sale of our SD-WAN routers. Our business
model, revenue structure and cost structure remained unchanged since 31 December 2015.

Our number of distributors increased from 415 as at 31 December 2015 to 458 as at the
Latest Practicable Date which was in line with our organic business growth. Such increase was
mainly attributable to enhanced awareness of our brand and strong market demand for Internet
connectivity in recent years. Between 31 December 2015 and the Latest Practicable Date, we had
been granted five additional patents from the United States Patent and Trademark Office and one
additional patent from the United Kingdom Intellectual Property Office.

NO MATERIAL ADVERSE CHANGE

Our Directors confirm that since 31 December 2015 and up to the date of this prospectus,
there had not, as far as we are aware, been any material adverse change in our business, financial
operational or trading position and no event had occurred that would materially and adversely
affect the information as shown in our combined financial statements included in the
Accountants’ Report set out in Appendix | to this prospectus.

COMPETITION

According to the Quocirca Report, we are the fifth largest SD-WAN router vendor
internationally in 2015 in terms of revenue value. Our competitors mainly comprise specialised
vendors and diversified vendors. Specialised vendors focus on providing highly available
connectivity through multiple WAN connections, bonding and wireless routers. Diversified
vendors typically have a strong legacy of business in the telecommunication carrier sector as well
as enterprise sector, have been providing traditional routers and other networking solutions, and
are in the process of adding SD-WAN capabilities through their internal product development
supplemented by acquisitions.

As the SD-WAN market gathers pace, additional players will likely enter the market and the
diversified vendors will likely to add SD-WAN capabilities through organic product development
or acquisitions. As such, the market share of specialised vendors may decrease and lead to a
more competitive market environment.

BUSINESS ACTIVITIES WITH CUSTOMERS FROM SANCTIONED COUNTRIES

During the Track Record Period, we had sales with customers from some of the Sanctioned
Countries imposed by the U.S., the E.U., the U.N. and Australia, namely Belarus, Bosnia and
Herzegovina, Cote D’lvoire (lvory Coast), Egypt, Iraq, Lebanon, Myanmar (Burma), Serbia, Russia
and Ukraine. Our Sanctions Law Advisers have advised us that the sanctions imposed by the
U.S., the E.U., the U.N. and Australia on these Sanctioned Countries during the Track Record
Period were not “country-wide sanctions”, but generally consisted of (i) restrictions on certain
forms of trade with such Sanctioned Countries; and (ii) financial sanctions (asset freezes) on
designated individuals and entities in or connected with such Sanctioned Countries, which are
included on lists maintained by the U.S., the E.U., the U.N. and Australia. The amount of total
revenue generated from sales to customers from these Sanctioned Countries for each of the three
years ended 31 December 2015 was approximately US$17,000, US$50,000 and US$93,000,
respectively, representing approximately 0.1%, 0.3% and 0.4% of our total revenue for the same
years, respectively, which was negligible to our total revenue during the Track Record Period.

Our Directors confirm that, after making reasonable enquiries, during the Track Record
Period, none of our customers were in the Sanctioned Countries which fall within the kinds of so
called, “country-wide sanctions” and none of our customers from the Sanctioned Countries was a
Sanctioned Person. Our Directors further confirm that we did not enter into any sanctionable
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transactions with the designated individuals and entities under financial sanctions and on the
restricted parties list maintained by the U.S., the E.U., the U.N. and Australia during the Track
Record Period.

Our Sanctions Law Advisers have advised us that based on the information provided to them
on our Group’s historical sales to customers from the Sanctioned Countries during the Track
Record Period and on the basis that:

(i) none of our sales during the Track Record Period were directly to customers in
countries where so-called “country-wide sanctions” apply;

(i)  none of these sales otherwise fell within the kinds of trade restricted by the U.S., the
E.U., the U.N. or Australia in relation to the Sanctioned Countries;

(iii) none of our customers in the Sanctioned Countries during the Track Record Period was
a Sanctioned Person and we had not traded with any entity included on the restricted
parties list maintained by the U.S., the E.U., the U.N. and Australia during the Track
Record Period;

(iv) Australian sanction laws only apply to Australian incorporated entities, or entities
owned or controlled by Australians or person in Australia, or entities employing
Australians or persons in Australia who are involved with the businesses of the entities,
and our Group does not fall into any of these categories; and

(v) based on the content of the relevant U.N. Security Council resolutions, it is unlikely that
our historical sales would breach U.N. sanctions as they may be implemented in any
national legislation of U.N. member states (although this is a matter which would
ultimately need to be decided in the context of such legislation),

they are not aware of any basis for enforcement action in connection with such sales against our
Group, our Shareholders and potential investors, and persons who might, directly or indirectly, be
involved in permitting the listing, trading and clearing of our Shares including the Stock Exchange
and its related group companies as a result of the Listing and trading in our Shares on the Stock
Exchange and their involvement in the Global Offering, and therefore these sales present a low
sanctions risk.

NON-COMPLIANCE INCIDENTS

During the Track Record Period, we had certain non-compliance incidents in relation to (i)
failure of Peplink Worldwide, our wholly-owned subsidiary, to notify the IRD of its assessable
profits for the years of assessment 2012/13, 2013/14 and 2014/15 on time; and (ii) failures of our
certain operating Hong Kong subsidiaries, namely Peplink International, Pepwave and Pismo
Labs, in obtaining Radio Dealers Licences for import into Hong Kong or export therefrom any
radiocommunications transmitting apparatus.

Our Directors are of the view that the non-compliance incidents have not resulted, and will
not result, in any material impact on our financial and operational aspects. For detailed
information of the non-compliance incidents, please refer to the section headed “Business —
Licences, Regulatory Approvals and Compliance — Non-compliance incidents” in this
prospectus.
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In this prospectus, the following expressions shall have the meanings set out below
unless the context requires otherwise.

“Accountants’ Report” . .

“affiliate(s)” . ........

“Application Form(s)” . . .

“Articles” or “Articles of
Association” . ... ...

“associate(s)”. . ... ...
“Audit Committee” . . ..
“Board” or “our Board”. .

“Business Day” ... ...

“BVI”. .o

“CAGR”. . ..........

“Cayman Companies

Law” .. ..........

“Capitalisation Issue” . . .

“CCASS”. ..........

“CCASS Clearing

Participant” . ... ...

“CCASS Custodian

Participant” . ......

“CCASS Investor

Participant(s)”. . . . ..

the report of the Reporting Accountants dated 28 June 2016, the text
of which is set out in Appendix | to this prospectus

any person(s), directly or indirectly, controlling or controlled by or
under direct or indirect common control with another person(s)

WHITE Application Form(s), YELLOW Application Form(s) and
GREEN Application Form(s), or where the context so requires, any
of such forms as used in the Hong Kong Public Offering

the articles of association of our Company, conditionally adopted on
21 June 2016 and effective on the Listing Date, and as amended from
time to time, a summary of which is contained in Appendix lll to this
prospectus

has the meaning given to it under the Listing Rules

the audit committee of our Board

our board of Directors

any day other than a Saturday, Sunday or public holiday in Hong
Kong on which licensed banks in Hong Kong are generally open for
normal banking business to the public

the British Virgin Islands

compound annual growth rate

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

the issue of our Shares to be made upon the capitalisation of certain
sums standing to the credit of the share premium account of our
Company as referred to the section headed “Further information
about our Group — 3. Resolutions in writing passed by our sole

Shareholder” in Appendix IV to this prospectus

the Central Clearing and Settlement System established and
operated by HKSCC

a person admitted to participate in CCASS as a direct clearing
participant or general clearing participant

a person admitted to participate in CCASS as a custodian participant

a person admitted to participate in CCASS as an investor participant,
who may be an individual, joint individuals or a corporation
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“CCASS Participant(s)”. .

“Chairman” . .........

“China” or “PRC”. .. ...

“close associate(s)” . . . .
“Companies Ordinance” .
“Companies
(Winding Up and
Miscellaneous
Provisions) Ordinance”
“Company” or

“our Company”......

“connected person(s)” . .

“Controlling Shareholder

“core connected
person(s)”. .........

“country-wide sanctions”

“Deed of Non-
Competition” . ... ...

“Director(s)”. . . .......

“EMEA”. . ... ...

a CCASS Clearing Participant, a CCASS Custodian Participant or a
CCASS Investor Participant

the chairman of our Board

the People’s Republic of China excluding, for the purpose of this
prospectus, Hong Kong, the Macau Special Administrative Region of
PRC and Taiwan

has the meaning given to it under the Listing Rules

the Companies Ordinance (Chapter 622 of the Laws of Hong Kong)
as amended, supplemented or otherwise modified from time to time

the Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the Laws of Hong Kong) as amended,
supplemented or otherwise modified from time to time

Plover Bay Technologies Limited (TR AR F), an exempted
company incorporated in the Cayman Islands on 5 May 2015 with
limited liability

has the meaning given to it under the Listing Rules

has the meaning given to it under the Listing Rules, and in the
context of our Company, means Mr. Chan

has the meaning given to it under the Listing Rules

highly restrictive trade embargoes which the U.S. Government in
particular imposes on certain countries, such as Iran, Cuba, Sudan,
Syria, North Korea, and are sometimes referred to as
“comprehensive” sanctions, that essentially prevent U.S. citizens,
permanent residents or entities from engaging in virtually any kind of
trade with those countries or their governments, subject to
exceptions and licences

the deed of non-competition dated 21 June 2016 executed by our
Controlling Shareholder in favour of our Company (for itself and as
trustee for each of its subsidiaries), a summary of the principal terms
of which is set out in the section headed “Relationship with Our
Controlling Shareholder — Deed of Non-Competition” in this
prospectus

the director(s) of our Company

Europe, the Middle East and Africa

the European Union

Pound Sterling, the lawful currency of the U.K.
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“Global Offering” ... ...

“GREEN Application
Form(s)”...........

“Group” or “our Group”
or “we” or “us” ... ...

“HKFRS(S)” . .« o v v .. ..

“HKICPA”

“HKSCC”. .. .........
“HKSCC Nominees”. . ..

“HK elPO White Form” .

“HK elPO White Form
Service Provider” . . ..

“Hong Kong” . ........

“Hong Kong Branch
Share Registrar” . . . ..

“Hong Kong Offer
Shares”

“Hong Kong Public
Offering” ..........

“Hong Kong
Underwriters” . . . . ...

“Hong Kong Underwriting
Agreement”

the Hong Kong Public Offering and the International Placing

the application form(s) to be completed by the HK elPO White Form
Service Provider

our Company and our subsidiaries or any of them, or where the
context so requires, in respect of the period before our Company
became the holding company of its present subsidiaries, such
subsidiaries as if they were subsidiaries of our Company at the
relevant time

Hong Kong Financial Reporting Standards promulgated by HKICPA
The Hong Kong Institute of Certified Public Accountants

Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited

the application for Hong Kong Offer Shares to be issued in the
applicant’s own name by submitting applications online through the
designated website of HK elPO White Form at www.hkeipo.hk

the HK elPO White Form Service Provider designated by our
Company, as specified on the designated website at
www.hkeipo.hk

the Hong Kong Special Administrative Region of PRC

Tricor Investor Services Limited, the branch share registrar and
transfer office of our Company in Hong Kong

the 25,000,000 new Shares (subject to reallocation) being initially
offered by our Company for subscription in the Hong Kong Public
Offering, as described under the section headed “Structure of the
Global Offering” in this prospectus

the offer of the Hong Kong Offer Shares for subscription by the public
in Hong Kong

the Underwriters of the Hong Kong Public Offering, whose names are
set out under the section headed “Underwriting — Hong Kong
Underwriters” in this prospectus

the underwriting agreement dated 28 June 2016 relating to the Hong
Kong Public Offering and entered into by our Company, the Sole
Sponsor, Southwest HK Brokerage, our Controlling Shareholder, our
executive Directors (namely, Mr. Chan Wing Hong Alex, Mr. Chau Kit
Wai, Mr. Yip Kai Kut Kenneth, Mr. Chong Ming Pui and Mr. Yeung Yu)
and the Hong Kong Underwriters (namely, Southwest HK Brokerage
and Oriental Patron Securities Limited), as further described in the
section headed “Underwriting” in this prospectus
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“HK$” or “Hong Kong

dollars” . .........

“Independent Third

Party(ies)”. . . ... ...

“Inland Revenue

Ordinance” . .......

“International Placing” .

“International Placing

Shares” ..........

“International

Underwriters” . . . . ..

“International
Underwriting

Agreement” . ... ...

“IRD” . ............

“Latest Practicable Date

“Listing” . ..........
“Listing Committee” . . .

“Listing Date” .......

“Listing Rules”. . . . . ..

Hong Kong dollars, the lawful currency of Hong Kong

individual(s) or company(ies) which is/are independent of and not
connected with (within the meaning of the Listing Rules) any
directors, chief executives and substantial shareholders of our
Company or any of our subsidiaries and any of their respective
associates

the Inland Revenue Ordinance (Chapter 112 of the Laws of Hong
Kong) as amended, supplemented or otherwise modified from time to
time

the conditional placing of the International Placing Shares at the
Offer Price by the International Underwriters to professional,
institutional and corporate investors and other investors in Hong
Kong as set out in the section headed “Structure of the Global
Offering”

the 225,000,000 Shares being initially offered in the International
Placing together with, where relevant, any additional Shares which
may be granted by our Company pursuant to the exercise of the
Over-allotment Option, subject to reallocation

the group of underwriters, led by the Sole Global Coordinator, that is
expected to enter into the International Underwriting Agreement to
underwrite the International Placing Shares

the international underwriting agreement relating to the International
Placing and to be entered into by our Company, our executive
Directors, our Controlling Shareholder, the Sole Sponsor, the Sole
Global Coordinator and the International Underwriters on or about
the Price Determination Date, as further described in the section
headed “Underwriting — International Underwriting” in this
prospectus

the Inland Revenue Department of Hong Kong

21 June 2016, being the latest practicable date prior to the printing of
this prospectus for the purpose of ascertaining certain information
contained in this prospectus

the listing of our Shares on the Main Board

the listing sub-committee of the Stock Exchange

the date on which dealings in our Shares first commence on the Main
Board, which is expected to be on or about Wednesday, 13 July 2016

the Rules Governing the Listing of Securities on the Stock Exchange
(as amended, supplemented or otherwise modified from time to time)
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“Main Board”. . .......

“Memorandum” or
“Memorandum of
Association”. .. ... ..

“Mr. Chan” ..........

“New Taiwan dollars” . . .

“Nomination Committee
“ODM” .. ... ........
“OEM”. .. . ..........

“Offer Price” . ........

“Offer Share(s)” . ... ...

“Over-allotment Option” .

“Pacific Smart” .......

“Pegatrack”. .. .......

“Peplink International” . .

“Peplink Worldwide”. . . .

the stock market (excluding the option market) operated by the Stock
Exchange, independent from and operated in parallel with the Growth
Enterprise Market of the Stock Exchange

the memorandum of association of our Company, as amended from
time to time, conditionally adopted on 21 June 2016 and effective, a
summary of which is contained in Appendix Il to this prospectus

Mr. Chan Wing Hong Alex, our Chairman, executive Director and our
Controlling Shareholder

New Taiwan dollars, the lawful currency of Taiwan
the nomination committee of our Board

original design manufacturer

original equipment manufacturer

the final offer price per Offer Share (exclusive of brokerage of 1.0%,
SFC transaction levy of 0.0027% and Stock Exchange trading fee of
0.005%) at which the Offer Shares are to be subscribed pursuant to
the Global Offering

the Hong Kong Offer Shares and the International Placing Shares
together with, where relevant, any additional Shares which may be
allotted and issued by our Company pursuant to the exercise of the
Over-allotment Option

the option expected to be granted by our Company to the
International Underwriters, exercisable by the Sole Global
Coordinator (for itself and on behalf of the International
Underwriters) pursuant to which our Company may be required to
allot and issue up to an aggregate of 37,500,000 additional new
Shares (representing in aggregate approximately 15% of the initial
number of the Offer Shares) at the Offer Price to cover over-
allocations in the International Placing, if any

Pacific Smart Systems Limited, a company incorporated in Hong
Kong with limited liability on 4 September 2015, and is an indirect
wholly-owned subsidiary of our Company

Pegatrack Limited, a company incorporated in Hong Kong with
limited liability on 6 February 2015, and is an indirect wholly-owned
subsidiary of our Company

Peplink International Limited, a company incorporated in Hong Kong
with limited liability on 22 August 2007, and is an indirect wholly-
owned subsidiary of our Company

Peplink Worldwide Limited, a company incorporated in the BVI with

limited liability on 20 October 2011, and is an indirect wholly-owned
subsidiary of our Company
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DEFINITIONS

“Pepwave”. . .. .......

“Pismo Labs”. ........

“Pismo Labs
Technology”. . ......

“Pismo Research
(Malaysia)” . ........

“Predecessor Companies
Ordinance”. .. ......

“Price Determination

“Quocirca”. . ... ......

“Quocirca Report” . . . ..

“R&D7 . .............
“Regulation S”. . ......
“Renminbi” or “RMB” . . .

“Remuneration
Committee”

“Reorganisation”

“Reporting Accountants”

“Risk Management
Committee” . .......

“RM” or “Malaysian
Ringgit” . .. ........

Pepwave Limited, a company incorporated in Hong Kong with limited
liability on 13 October 2006, and is an indirect wholly-owned
subsidiary of our Company

Pismo Labs Limited, a company incorporated in Hong Kong with
limited liability on 13 October 2006, and is an indirect wholly-owned
subsidiary of our Company

Pismo Labs Technology Limited (fHE&#ER2AT]), a company
incorporated in Hong Kong with limited liability on 14 November
2006, and is an indirect wholly-owned subsidiary of our Company
Pismo Research (Malaysia) SDN. BHD., a company incorporated in
Malaysia with limited liability on 3 August 2011, and is an indirect
wholly-owned subsidiary of our Company

the Companies Ordinance (Chapter 32 of the Laws of Hong Kong)
prior to its repeal and replacement on 3 March 2014 by the
Companies Ordinance and the Companies (Winding Up and
Miscellaneous Provisions) Ordinance

the date, expected to be on or about Wednesday, 6 July 2016 and, in
any event, not later than Tuesday, 12 July 2016 on which the Offer
Price will be determined for the purposes of the Global Offering
Protean Holdings Limited, a company incorporated in the BVI with
limited liability on 8 April 2015, and is a direct wholly-owned
subsidiary of our Company

Quocirca Ltd., an independent market researcher and consultant

a report dated 18 June 2016 in respect of the SD-WAN router market
prepared by Quocirca and commissioned by us

research and development

Regulation S under the U.S. Securities Act

Renminbi, the lawful currency of the PRC

the remuneration committee of our Board

the pre-listing reorganisation of our Group, further details of which
are described under the section headed “History, Reorganisation and
Corporate Structure — Reorganisation” in this prospectus

Deloitte Touche Tohmatsu

the risk management committee of our Board

Malaysian Ringgit, the lawful currency of Malaysia
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“Sanctioned Countries” .

“Sanctioned Person(s)”. .

“Sanctions Law
Advisers” . ... ......

“SFC” ... ...

“SFO” . .. .. ...

“Shareholder(s)”. . . .. ..

“Share Option Scheme” .

“Southwest HK
Brokerage”,
“Sole Global
Coordinator”, “Sole
Bookrunner” or “Sole
Lead Manager”. ... ..

“Southwest HK Capital”,
“Sole Sponsor”. . . ...
“Stabilising Manager”. . .

“Stock Borrowing
Agreement”

“Stock Exchange”

“Track Record Period” . .

countries which are the targets of any form of economic sanctions as
administered by the U.S., the E.U., the U.N. and Australia

certain person(s) and entity(ies) listed on the Office of Foreign Assets
Control (OFAC) of the U.S. Department of Treasury Specially
Designated Nationals and Blocked Person List or other restricted
parties lists maintained by the E.U., Australia or the U.N.

Norton Rose Fulbright LLP and Clayton Utz

the Securities and Futures Commission of Hong Kong

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

ordinary share(s) with a value of HK$0.01 each in the capital of our
Company

holder(s) of our Share(s)

the post-IPO share option scheme conditionally adopted by our
Company, further details of which are described in the section
headed “Other information — 15. Share Option Scheme” in Appendix
IV to this prospectus

Southwest Securities (HK) Brokerage Limited, a corporation licenced
by the SFC to conduct Type 1 (dealing in securities) and Type 4
(advising on securities) regulated activities under the SFO

Southwest Securities (HK) Capital Limited, a corporation licenced by
the SFC to conduct Type 1 (dealing in securities) and Type 6
(advising on corporate finance) regulated activities under the SFO

Southwest Securities (HK) Brokerage Limited

the stock borrowing agreement which is expected to be entered into
on or about the Price Determination Date between the Stabilising
Manager (or its affiliates acting on its behalf) and our Controlling
Shareholder, pursuant to which our Controlling Shareholder will
agree to lend up to 37,500,000 Shares to the Stabilising Manager on
terms set out therein

The Stock Exchange of Hong Kong Limited

the period comprising the three years ended 31 December 2013,
2014 and 2015
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“Tramunta Ventures” ... Tramunta Ventures Limited, a company incorporated in the BVI with
limited liability on 22 March 2001, and has been wholly-owned by Mr.
Chan since 2 March 2004

“Underwriters” . . ... ... the Hong Kong Underwriters and the International Underwriters

“Underwriting the Hong Kong Underwriting Agreement and the International
Agreements”. . . ... .. Underwriting Agreement

UK oo the United Kingdom of Great Britain and Northern Ireland

“UN oo the United Nations

“United States” or “U.S.” the United States of America, its territories, its possessions and all
areas subject to its jurisdiction

“U.S. dollars” or “US$”. . United States dollars, the lawful currency of the United States

“U.S. Securities Act” ... the United Securities Act of 1933, as amended from time to time, and
the rules and regulations promulgated thereunder

“WHITE Application the application form(s) to be completed by the public who requires
Form(s)”........... such Hong Kong offer Shares to be issued in the applicants’ own
name

“YELLOW Application the application form(s) to be completed by the public who require(s)

Form(s)”........... such Hong Kong Offer Shares to be deposited directly into CCASS
“sq. ft.” oo square feet
O per cent

In this prospectus, the terms “associate”, “close associate”, “connected person”,
“connected transaction”, “core connected person”, “Controlling Shareholder”, “subsidiary” and
“substantial shareholder” shall have the meanings given to such terms in the Listing Rules, unless

the context otherwise requires.

Unless expressly stated or otherwise required by the context, all data contained in this
prospectus are as at the Latest Practicable Date.

Certain amounts and percentage figures included in this prospectus have been subject to

rounding adjustments. Accordingly, figures shown as totals in certain tables may not be an
arithmetic aggregation of the figures preceding them.
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GLOSSARY OF TECHNICAL TERMS

This glossary contains certain definitions and technical terms in this prospectus
which relate to our business and the industries and sectors that we operate in. As such,
some terms and definitions may not correspond to standard industry definitions or usage
of such terms.

“BG” . third generation cellular network, capable of mobile data as well as
voice calls
“4GLTE”. . ... ... .. .. fourth generation cellular network, faster mobile data, commonly

marketed as 4G LTE

“6G” L fifth generation cellular network, being a term used for the next
generation of cellular technologies

“backhaul”. . ... ...... the link between a remote or wireless access point to a network such
as a link between cell tower and the core network

“bandwidth”. . .. ... ... carrying capacity or amount of information transmitted over a given
connection in megabits per second

“bonding” .. ......... a mechanism for joining two or more networks to share their
resources
“broadband” . ........ a high-speed connection capable of simultaneously carrying voice,

video and data

“cache”. ... ......... a component that stores data

“caching” ........... a process that uses a cache

“CCTV” . ............ closed circuit television

“cloud” .. ........... the use of a network of remote servers and software, often accessed

over the Internet, to process, store and manage data and run
applications

“Community Forum”. ... a web based message board owned and operated by our Group
“CPU”. ............. central processing unit
“diversified vendors” ... traditional router vendors that have a strong legacy in the

telecommunications carrier sector as well as enterprise sector

“DSL” ... oo digital subscriber line, being a set of technologies used to transmit
data over telephone lines which can be asymmetric to give more
bandwidth for downloading or symmetric to be the same in either
direction

“E17 an European copper based digital transmission system with a total
transmit and receive rate of 2.048 megabit per second

“failover” . . ... ....... the process of seamless switching from one network to another
without loss of service
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GLOSSARY OF TECHNICAL TERMS

“Fibre”

“high availability” . . . . ..

“Internet of Things (loT)”.

“IP”

“LAN” .o

“modular approach” . . ..

“MPLS”. . ...........

“router”. .. ... .......

“SD-WAN”. . .........

“SD-WAN controllers” . .

“SD-WAN routers” . . ...

optical fibre, a flexible and transparent used as a mean to transmit
light between the two ends of the fibre in fibre-optics
communications

two same-model Balance series units provide redundancy and
failover in a master-slave arrangement that in the event the master
unit is out of order, the slave unit becomes active

the use of Internet technology to allow physical objects embedded
with computing devices to communicate with any other things or
person on the network

Internet protocol, being the principal communications protocol of the
Internet that provides the routing function between networks

local area network

a device that converts data signals between analogue and digital
systems such as wireless radio signals to packets of computer data

a design approach that subdivides a system into smaller parts called
modules that can be independently created and then used in different
systems

multi-protocol label switching, being a way of managing data traffic
over a network and guaranteeing levels of performance

a device that manages the rapid movement and flow of data traffic
between networks

software defined wide area network

a software that enables network administrators to view, manage and
maintain SD-WAN routers remotely from SD-WAN routers

SD-WAN routers usually have the ability to maintain data sessions
when switching among WAN connections and four features that are
different from traditional WAN routers:

i flexible choices of WAN connections: SD-WAN routers can
connect multiple WAN connections regardless of what
technology each connection uses

ii. routing intelligence: SD-WAN routers are capable of intelligently
load sharing traffic between multiple WAN connections using
application-based rules

iii. central management: SD-WAN routers can be managed from a
centralised SD-WAN controller, reducing the effort required to
monitor and maintain networks

iv. security: SD-WAN routers must be able to establish secured

connection using encryption to carry confidential data using
public WAN connections
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GLOSSARY OF TECHNICAL TERMS

“SIMcard”. . .........

“specialised vendors”. . .

“SSD” .

“T1” ..

“USB!! .

“VolP”.

“VPN” .

“VSAT”

“WANH

subscriber identity module card, being a card that contains a
semiconductor chip which is used to store information for wireless
communications

SD-WAN router vendors that focus on designing, developing,
marketing and sale of SD-WAN routers that provide highly available
connectivity through multiple WAN connections, bonding and
wireless routers

solid-state drive, a solid-state storage device that uses integrated
circuit assemblies as memory to store data persistently

an American copper based digital transmission system with a total
transmit and receive rate of 1.544 megabit per second

universal serial bus, being a plug-and-play interface that has been
used by many kinds of electronic devices

voice over Internet Protocol, a methodology and group of
technologies for the delivery of voice communications over Internet
Protocol networks

virtual private network, being an extension of a private network
across a public network

very small aperture terminal, a two-way satellite ground station with a
dish antenna to transmit and receive data

wide area network, being a network that links across business,
regional, national or international boundaries
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FORWARD-LOOKING STATEMENTS

This prospectus may contain certain statements that are “forward-looking” and uses
forward-looking terminology such as “anticipate”, “believe”, “expect”, “may”, “plan”, “consider”,
“ought to”, “should”, “would”, “shall”, “will” and the negative of these terms and other similar
expressions, as they relate to us. Those statements include the discussion of our growth strategy
and the expectations of our future operations, liquidity and capital resources, which reflect our
management’s current view with respect to future events based on the beliefs of our management
and assumptions made by and information currently available to our management, and are
subject to certain risks, uncertainties and factors, including the risk factors described in the
section headed “Risk Factors” in this prospectus.

Potential investors of the Offer Shares are cautioned that reliance on any forward-looking
statement involves risk and uncertainties and that, any or all of those assumptions could prove to
be inaccurate and as a result, the forward-looking statements based on those assumptions could
also be incorrect. As a result of these and other risks, uncertainties and assumptions, the
forward-looking events and circumstances discussed in this prospectus might not occur in the
way we expect or at all.

In light of these, the inclusion of forward-looking statements in this prospectus should not
be regarded as representations or warranties by us that our Group’s plans and objectives will be
achieved and these forward-looking statements should be considered in light of various
important factors, including those set out in the section headed “Risk Factors” in this
prospectus. We do not intend to update these forward-looking statements in addition to our
on-going disclosure obligations pursuant to the Listing Rules or other requirements of the Stock
Exchange. Investors should not place undue reliance on such forward-looking information.
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RISK FACTORS

You should carefully consider all of the information in this prospectus, including the risks
and uncertainties described below, before making an investment in the Global Offering. Our
business, financial conditions, results of operation or prospects could be materially and
adversely affected by any of these risks and uncertainties. The market price of the Offer Shares
could significantly decrease due to any of these risks and uncertainties, and you may lose all or
part of your investment.

We believe that there are certain risks involved in our operations, many of which are beyond
our control. These risks can be categorised into (i) risks related to our business; (ii) risks related to
the industry in which we operate; (iii) risks related to the Global Offering; and (iv) risks related to
statements in this prospectus. You should consider our business and prospects in light of the
challenges we face, including the ones discussed in this section.

RISKS RELATED TO OUR BUSINESS
Our gross profit margin and growth in profit may not be sustainable in the future.

For each of the three years ended 31 December 2015, our overall gross profit margin was
approximately 65.0%, 61.5% and 58.1%, respectively. Our profitability mainly depends on the
market competition, availability, change of technology and performance of 4G LTE in different
regional markets, the economic conditions of North America, EMEA and Asia and the market
demands for our SD-WAN routers, our ability to market our products and services, the cost of raw
materials we use in the manufacturing our routers, and the cost of our products manufactured by
contract manufacturer. Moreover, since a substantial portion of the net proceeds from the Global
Offering will be used in strengthening our R&D capabilities and promotional and marketing
activities, our selling and distribution expenses and R&D expenses are expected to increase
significantly after the Listing. There is no assurance that we can maintain the gross profit margin
as achieved during the Track Record Period and the growth in our revenue can cover the
significant increase in our selling and distribution expenses and R&D expenses after the Listing.
As such, if this happens, our business, financial conditions and results of operation may be
materially and adversely affected.

Our dependence on a limited number of suppliers may result in supply disruptions and
prevent us from delivering our products in a timely manner to our customers in the required
quantities.

We depend on a limited number of contract manufacturers to manufacture our products.
Also, we depend on a limited number of raw material suppliers to supply us key raw materials for
production. For each of the three years ended 31 December 2015, purchases from our five largest
suppliers accounted for approximately 74.5%, 75.0% and 77.4% of our total purchase,
respectively, and in which, approximately 43.0%, 46.0% and 37.3% is contributed by our
largest supplier for the corresponding years, respectively. For each of the year ended 31
December 2013, 2014 and 2015, three, two and two of the five largest suppliers were contract
manufacturers, respectively. Those contract manufactures ranked (i) first, second and fifth; (ii)
first and second; and (iii) first and third of the five largest suppliers for each of the three years
ended 31 December 2015, respectively.

We currently retain a limited number of contract manufacturers to manufacture our products.
We do not currently have long-term supply contracts with any of these contract manufacturers.
We make substantially all of our purchases from our contract manufacturers on a purchase order
basis. Although we have several contract manufacturers making different products for us, we
place a large percentage of our orders for certain products with a limited number of contract
manufacturers. Our contract manufacturers are not required to manufacture our products for any
specific period or in any specific quantity other than those specified in the purchase orders.
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Further, our orders may not represent a material portion of our contract manufacturers’ total
orders. It is possible that fulfilling our orders may not be a priority if our contract manufacturers
have constraints in their abilities or resources to fulfil all of their customer obligations in a timely
manner. We therefore may not be able to manage our capacity during periods of high demand,
meet delivery schedules, and assure the quality of our products. Further, the ability to obtain
supplies from alternative sources on a timely basis on commercially reasonable terms and the
ability and willingness of our contract manufacturers to perform are beyond our control. We
expect that if we need to change or replace our existing contract manufacturers, it may take
approximately three months of transition from the existing manufacturing process to the new
contract manufacturers. Such transition from current contract manufacturers may disrupt our
ability to obtain our products in a timely manner and may delay the delivery of our products to our
customers.

Also, we currently purchase certain of our key raw materials for the production from a limited
number of raw material suppliers. In particular, a stable source of CPUs and wireless
communication modules, which are the most important components for our routers, is crucial
to our success. As we generally have minimal control over the prices of our key raw materials, we
will need to seek alternative supply sources if we cannot reach agreement on the pricing terms
with our raw material suppliers in the future or our raw material suppliers fail to deliver. We
foresee that we will continue to rely on a relatively limited number of raw material suppliers for
certain of key raw materials.

If there is any significant change in our relationship with our suppliers or any of our suppliers
experiences an interruption, delay, disruption or quality control problems in its business
operations, our business, financial conditions and results of operation may be materially and
adversely affected.

Our business and financial performance depend on our ability to manage our inventory
effectively.

Our business and financial performance depend on our ability to maintain a reasonable level
of inventory for our SD-WAN routers, spare parts and raw materials in order to respond to
customers’ demand promptly. For each of the three years ended 31 December 2015, our average
turnover days of inventories were approximately 187 days, 165 days and 155 days, respectively.
For more information about the average turnover days of inventories, please refer to the section
headed “Financial Information — Description of Certain Items of Combined Statements of
Financial Position — Inventories” in this prospectus. We aim to manage our inventory efficiently.
Slow-moving inventories at our inventory would result in capital constraint and reduce our
liquidity, increase our overall operating costs and reduce our profit margins. If we overstock
inventory, our inventory may become obsolete and we may be required to increase our working
capital and incur additional finance costs. If we understock inventory, we may not be able to
satisfy the demands of our customers, which may in turn cause us to lose the opportunity to
capture more revenue or market share. If this happens, it may have a material adverse effect on
our business, financial conditions and results of operation.
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The SD-WAN sector is dominated by a few specialised vendors, including our Group, whose
revenues are relatively small when compared to the global enterprise router market. When
diversified vendors enter, our market share may be reduced.

According to the Quocirca Report, the SD-WAN router market is a relatively niche market
and as the SD-WAN market gathers pace, additional players will likely enter the market and the
diversified vendors will likely add SD-WAN capabilities through organic product development or
acquisitions. As such, the market share of specialised vendors may decrease and lead to a more
competitive market environment. If we fail to anticipate or respond to changes in the market,
increase in competition or fail to bring products to market in a timely manner and at an acceptable
price that satisfy our customers’ needs, our market share and our sales may be adversely affected
and we may have a material adverse effect on our business, financial conditions and results of
operation.

If we fail to keep up with the rapidly changing technologies or fail to conduct R&D and
market our new products and services, we could lose our customers and our business,
financial conditions and results of operations may be materially and adversely affected.

We have been designing, developing, marketing and selling our products and services since
2006. However, SD-WAN router is a relatively new market segment of routers and have only been
recognised as an alternative to traditional routers and replace expensive leased lines by using
multiple affordable wired or wireless WAN connections in 2014. We cannot ensure the market
acceptability of SD-WAN routers, our products and services as this depends on various factors
which may be beyond our anticipation or control.

The SD-WAN router market is characterised by continuing technological development,
evolving industry standards, increasing number of product certification, changing customer
needs, frequent new product introductions and enhancements and occasional changes in
government policies and regulations. The introduction of products and services by our
competitors, such as specialised vendors and diversified vendors embodying new
technologies, the introduction and adoption of new product certification, the emergence of
new industry standards, changes in customer requirements or changes in government policies
and regulations could reduce our market share, render our existing products obsolete,
unmarketable or less competitive. In particular, an industry-wide adoption of new standards
may reduce the importance of the functionality of our products and affect the competitiveness
and market acceptance of our products. Further, when we market and sell our products to a new
regional market or a new industry, our products may need to be certified and qualified in order to
gain their trust.

Our success depends upon our ability to enhance existing products, respond to changing
customer requirements, technological and competitive developments and emerging industry
standards, conduct R&D, work with raw material suppliers and contract manufacturers and
introduce and market new products in a timely manner. There is no assurance that our R&D effort
will result in new products and services. We cannot assure you that we will not delay in launching
new products, software and product enhancements as we experienced such delays in the past.
End users may defer purchasing our products until the new products, new software or product
enhancements are launched. If this happens, the time and resources committed to R&D and
marketing will be wasted and accordingly, it may have a material adverse effect on our business,
financial conditions and results of operation.
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We do not have long-term purchase commitments from our customers which may lead to
significant uncertainty and volatility within our revenue.

We do not have long-term purchase commitments from our customers as our customers
would place order to buy a specific model for a certain quantity. If any one or more of these major
customers substantially reduce their orders with us, there is no assurance that we will be able to
make up for the reduction in business by securing orders of similar volumes or at all from other
customers and our profitability may drop. In addition, if our competitors succeed in marketing
their products to them by offering more favourable terms or more appealing models, or our
products become less popular than expected, we may lose our customers and may not be able to
find other customers who will purchase similar quantity of products from us and accordingly, our
profit will drop. This may have a material adverse effect on our business, financial conditions and
results of operation.

We are exposed to credit risk of our customers if we experience significant delays in
collecting trade receivables from our customers, it could adversely affect our cash flow.

We generally do not grant credit terms to our new distributors and direct customers, and
generally require full payment before the products are delivered. When we grant our customers
credit terms, the credit term period generally ranges from 30 days to 60 days. We may extend
credit to certain of our customers on a case-by-case basis. As at 31 December 2013, 2014 and
2015, our trade receivables were approximately US$1.45 million, US$2.40 million and US$2.70
million, respectively. The trade receivables due from our largest debtor accounted for
approximately 24.1%, 35.4% and 42.2% of our total trade receivables as at 31 December
2013, 2014 and 2015, respectively. The average turnover days of our trade receivables for the
same periods were 28 days, 39 days and 43 days, respectively. Although no material provision for
bad debt was incurred by us for each of the three years ended 31 December 2015, we cannot
assure you that we will not incur any bad debt in the future. If our customers are unable to pay
trade receivables owed to us promptly or default in payment, our business, financial conditions
and results of operation will be materially and adversely affected.

Loss of our senior management may have a material adverse effect on our business,
financial conditions and results of operation.

Our business, financial conditions and results of operation may be materially and adversely
affected if there is a loss of services of our senior management and senior technicians. In
addition, our development may be hindered if we fail to attract and retain talented staff. The
growth of our business depends on our senior management’s continuous services. Our
continuing success depends on the expertise, experience and contributions from our executive
Directors and our senior management. For the biographies of our Directors and senior
management, please refer to the section headed “Directors, Senior Management and Staff” in
this prospectus.

If any of our key management members departs and we fail to employ individuals with
matching qualifications in a timely manner, our business growth may be materially and adversely
affected. Our business performance and development depend on our ability to recruit, train and
retain experienced and skilled staff. This includes management personnel and professionals with
essential experience, expertise and strengths in the businesses that we operate such as R&D and
marketing professional. When we expand, our demand for staff with relevant experience is also
likely to increase. The competition for qualified employees is intense in Hong Kong. In order to
prevent any talent loss, we may need to improve the remuneration package and benefits and put
more resources to train our existing employees with the aim of increasing their relevant
experience and skills. When we enter into new business areas and regional markets, the pressure
on our human resources management will increase. We cannot assure you that we have the ability
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to engage sufficient staff with the appropriate skills to execute our projects or conduct other
corporate businesses. We also cannot assure you that labour costs of hiring skilled personnel will
not rise. Our business, financial conditions and results of operation will be materially and
adversely affected if we fail to attract and retain staff with the appropriate management, technical
or sales expertise, or fail to continuously maintain sufficient labour.

We may not be able to effectively manage our anticipated growth and rapid domestic and
international expansion.

In order to meet the growth of the SD-WAN router market and as part of our strategy, we
have expanded and will continue to expand our distribution network and end users base. During
the Track Record Period, a majority of our revenue was derived from our overseas distributors
and direct customers. We plan to continue to focus on the overseas SD-WAN routers market and
expand our distribution network in different regions and invest more resources in marketing. We
cannot assure you that our strategy will be successfully implemented.

In addition, if there are major or unfavourable changes in technology, political, economic or
social conditions, foreign trade, legal and regulatory requirements in the overseas markets, or any
adverse change in demand or the ability or costs of supply our products in the overseas market,
our business, financial conditions and results of operation may be materially and adversely
affected. Further, our ability to manage future growth will depend on our ability to effectively
implement and improve our management, operational and financial systems and to recruit, train,
motivate and manage our employees. We cannot assure you that our resources will be adequate
for our future growth. Failure to manage our expansion effectively may impede our ability to
execute our strategy to support our business growth, and may lead to increased costs,
operational inefficiencies and insufficient control and monitoring, which, in turn, may have a
material adverse effect on our business, financial conditions and results of operation.

We are vulnerable to fluctuations in the foreign currencies.

Most of our sales are denominated in U.S. dollars. Any appreciation in the value of U.S.
dollars against other currencies may make our products more expensive for some of our
customers as well as reduce the competitiveness of our U.S. customers in the international
market. This may potentially lead to a reduction in our sales. In response to this, we may reduce
the selling price of our products, which, in turn, may lead to a reduction of our profitability. Our
operating expenses are denominated mainly in Hong Kong dollars. The currencies of the
countries in which our operations and our contract manufacturers are located namely the
Malaysian Ringgit and New Taiwan dollars, as well as the Hong Kong dollars may be subject to
fluctuations due to changes in foreign exchange rates. Therefore, fluctuations in exchange rates,
particularly among U.S. dollars and other currencies, may affect our net profit margins and may
result in fluctuations in operating gains and losses. We have not used any forward contracts,
currency options or borrowings to hedge our exposure against foreign exchange risk. We cannot
predict the impact of future exchange rate fluctuations on the results of our operations and we
may incur net foreign currency losses in the future. If this happens, it may have a material adverse
effect on our business, financial conditions and results of operation.

Our business and prospects depend on the strength of our brands. Failure to maintain and
enhance our brands would harm our ability to increase the number of distributors and end
users.

Maintaining and enhancing our brands are critical to expanding our base of distributors and
the number of end users. Our ability to continue to develop and provide products and software
that solve end users’ problems will influence our ability to maintain and enhance our brand. If we
are unable to promote and maintain our brands, our ability to sustain and expand our business
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and enter into new markets may suffer. Our brands may be impaired by a number of other factors,
including defects in our products and software and trademarks infringement. If we fail to maintain
and enhance our brands, or if we need to incur unanticipated expenses to establish and
strengthen our brands in new markets, it may have a material adverse effect on our business,
financial conditions and results of operation.

We may face possible infringement of our trademarks and other intellectual property rights
and possible counterfeiting of our products.

The development and production process of our products may involve proprietary know-
how, technology or data that may not be patentable. In addition, our Directors believe that our
brands and reputation have been vital to the success and growth of our business. We may not
always be successful in securing protection for our know-how, trademarks and other intellectual
property rights. We may need to resort to litigation in the future to enforce our intellectual
property rights. Any such litigation may result in substantial costs and a diversion of our
resources. Our failure to protect and enforce our intellectual property rights may have a material
adverse effect on our business, financial conditions and results of operation.

We cannot assure you that counterfeiting and imitation of our products will not occur in the
future. If it does occur, we may not be able to detect it and deal with it effectively. Any occurrence
of counterfeiting or imitation may tarnish our reputation and brands. In addition, counterfeit and
imitation products may result in a reduction of our market share, a decline in our revenue and an
increase in our administrative expenses on infringement detection. If this happens, it may have a
material adverse effect on our business, financial conditions and results of operation.

A majority of our contract manufacturers are located in Taiwan and a majority of our
employees are working in Hong Kong. Any disruption to the facilities of our contract
manufacturers or our facilities could reduce or restrict manufacturing, business operations
and sales.

As a majority of our contract manufacturers are located in Taiwan and a majority of our
employees are working in our facilities in Hong Kong, any natural disaster or other event affecting
our contract manufacturers’ facilities or our facilities may severely disrupt our business. In the
event of an earthquake, fire, drought, flood, typhoon and/or any other natural disaster, political
instability, extended outages of critical utilities or transportation systems, terrorist attack, riot, or
other event that limits our contract manufacturers’ ability to operate their facilities or limits our
employees to work in our facilities:

° our contract manufacturers may not be able to manufacture and ship our products as
originally planned, and may cause significant delays in our contract manufacturers’
production or extended disruptions of their operations in the future would affect our
ability to supply and ship our products as well as to meet our delivery obligations to our
distributors and end users; and/or

° we may not be able to conduct our operation, R&D activities, quality control and
marketing activities.

If any of these happens, it may have a material adverse effect on our business, financial
conditions and results of operation.
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Confidentiality agreements with employees and others may not be adequate.

We routinely share confidential information, including our intellectual property, know-how,
trade secrets, source codes, schematics, designs, specifications, test results, and other
confidential information provided to us from third parties with our suppliers, contract
manufacturers and distributors. Such confidential information is generally protected under
confidentiality agreements. Our suppliers, contract manufacturers and distributors may
unintentionally or wilfully disclose such information to unauthorised third parties, including our
current and potential competitors even if we may have entered into confidentiality agreements
with them.

We also rely on our personnel’s confidentiality obligations regarding non-disclosure of the
confidential information. While we use reasonable efforts to protect the confidential information,
our employees, contract personnel or advisers may unintentionally or wilfully disclose such
information to unauthorised third parties, including our current and potential competitors even if
we may have entered into confidentiality agreements with them.

There is no assurance that these confidentiality agreements will be honoured by our
personnel, suppliers, contract manufacturers, distributors and advisers. In addition, such
confidentiality agreements, if any, executed by our personnel may not be adequate in the event
of unauthorised use or disclosure. If we need to initiate a claim against any third party who
obtains our confidential information illegally, such enforcement efforts could be expensive and
time-consuming. In addition, these claims and breach of confidentiality obligations could damage
our relationship with our suppliers, contract manufacturers, distributors and end users, and result
in adverse publicity.

Third parties may claim that we are infringing their intellectual property rights, and we could
suffer significant litigation expenses or licensing expenses or be prevented from selling
certain of our products if these claims are successful.

We may infringe intellectual property rights of third parties or third parties may claim that we
infringe their intellectual property rights. We received such claims and were involved in a litigation
in the past and have been able to resolve the claims and settle the litigation without having any
material adverse impact on our business, financial condition and results of operations. We cannot
assure you that third parties will not initiate intellectual property claims against us in the future.
The validity and scope of claims relating to the intellectual property rights of our products
(including our SD-WAN routers), services, information technology, hardware and software may
involve complex technological, scientific, engineering, legal and factual questions and analysis,
which is likely to result in ambiguity, confusion and uncertainty.

Any third parties’ assertion of copyright or patent infringement or violations of other
intellectual property rights against us may involve us in administrative proceedings or litigation,
which can be both costly and time consuming and may significantly divert the attention, efforts
and resources of our engineering and management personnel. If any of our employee infringes
any third party’s intellectual property rights or violates his obligations of confidentiality to any
third party (including his previous employer) during his employment with us and uses such
intellectual properties to develop any of our products, we may be held liable for his actions. An
adverse determination in any administrative proceedings or litigation, and claims could damage
our reputation and impose significant liability on us, require us to pay royalties or to seek licences
from third parties, or even subject us to injunctions prohibiting the manufacturing, marketing and
selling of our products and software.

If the above happens, it may have a material and adverse effect on our business, financial
conditions and results of operations.
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We may not have adequate insurance coverage to cover potential liabilities or losses.

At present, we do not maintain third party liability or product liability insurance for all of our
products. We, our Directors or senior management may be exposed to claims or risks which are
not covered by any insurance policies, including any claims that may be made against us if our
products and software are found to be defective and cause harm to the end users. In addition,
although we maintain insurance on our properties, machinery, equipment and inventories, there
may be circumstances where we may not be adequately covered or at all. If we incur substantial
losses or liabilities and our insurance coverage is unavailable or inadequate to cover such losses
or liabilities, our business, financial conditions and results of operation may be materially and
adversely affected.

Inaccurate or incorrect information posted on our online Community Forum may lead to
unsatisfactory user experience and affect our brands materially and adversely.

Our online Community Forum allows our distributors, prospective customers and end users
to seek information and share knowledge about our products and software. However, inaccurate
information regarding our products and software that is posted on our online Community Forum
could lead to poor user experience or dissatisfaction with our products and software. While we
sell our products and software in different parts of the world, we do not have local offices in each
of the markets. We use on our online Community Forum to answer enquiries from our distributors,
prospective customers and end users for the installation, operation and maintenance of our
products and software. Information promulgated through forum postings by the members of our
online Community Forum other than our moderators may be inaccurate as we do not verify or
control the information. Although we have numerous moderators who moderate and review
reported problems forum postings from and assess the accuracy of advice provided by the
members of our online Community Forum, as our operations continue to grow, we may not have
adequate time or resources to monitor the quality of information circulated on our online
Community Forum. Our reputation and sales may be materially and adversely affected if our end
users have a poor experience or are dissatisfied with our products due to such inaccurate
information on our online Community Forum. For further details, please refer to the section
headed “Business — Competitive Strengths” in this prospectus.

We rely on our online Community Forum for feedback on features improvement, new
products and defects correction.

We rely on our online Community Forum to collect prompt and substantive feedback on the
functionality and effectiveness of our products. The solutions, problems and suggestions posted
by members of our online Community Forum enable our R&D team to quickly resolve issues with
our existing products and improve features in future products and product enhancements. If
members of our online Community Forum became less engaged, the effectiveness of our online
Community Forum may decline. This may incur us additional expenses on R&D or make our
products less attractive to our distributors and our end users. If this happens, it may have a
material adverse effect on our business, financial conditions and results of operation.

Risk of using open source software.

We use open source software extensively in our products, services, websites, and internal
information systems, including our SD-WAN routers, InControl and online store, and will continue
to do so in the future. The terms of many open source licences to which we are subject to have
not been interpreted by Hong Kong, the U.S., the E.U., the PRC or foreign courts. There is a risk
that such licences may be construed in a manner that imposes unanticipated conditions or
restrictions on our ability to sell or distribute our applications. Additionally, we may, from time to
time, face claims and threats from third parties claiming ownership of, or demanding release of,
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the source code of the open source software or derivative works we develop using these open
source software, which may include source code of our software, or seeking to enforce the terms
of the applicable open source licences. These claims and threats may result in litigation and may
require us to make source code of our software available freely to third parties including existing
and new competitors, purchase expensive licences or cease offering the implicated source code
or software unless and until we can modify them to resolve the claims and threats or to avoid
infringement. Such modification process may require significant effort from our R&D team which
we may not be able to complete it successfully. We cannot guarantee that we have complied with
all of the licence terms of all of these open source software.

Our use of open source software may also lead to risks as such software does not generally
provide indemnity, warranties or controls on the origin of the respective source code. In addition,
as any source code of our software that we may contribute to open source projects is publicly
available, our ability to protect our intellectual property rights in relation to such source code of
our software may be impaired, limited or lost entirely. We are also unable to prevent our
competitors or others from using our contributed source code of our software. Any of these risks
could be difficult to eliminate or manage and, if not properly addressed, it may have a material
adverse effect our business, financial conditions and results of operation.

Material breaches in security of our products, services and information technology systems
may subject us to liability.

The uninterrupted and secure operation of our products, software and information
technology systems and the safe-keeping of confidential information relating to our employees,
suppliers, distributors, direct customers, end users and R&D information that is stored on our
information technology systems are critical to the successful operations of our business.

Hackers may carry out attacks on our hardware, software, websites, systems, networks and
databases that could compromise the security of our hardware, software, websites, systems,
networks and databases. Any of the above may have a long and significant impact on our
business operations and reputation. This, in turn, may result in our distributors, direct customers,
suppliers and end user losing confidence in us and ceasing to carry on business relationship with
us. The above may also subject us to liability including claims for unauthorised access to end
users, product liability claims, unauthorised access to InControl, unauthorised purchases through
our online store with misappropriated bank card information or other fraudulent claims as well as
the imposition of fines and damages by credit card merchant acquirers or government bodies or,
in case of material breach, the prohibition from provision of processing transactions for card
networks. Any of the above events could have a material and adverse effect on our business,
financial conditions and results of operation.

Misconduct of our personnel could harm our reputation and business and is difficult to
detect and deter.

While we have put in place internal control policies, they may still contain inherent limitations
caused by misjudgement or fault of our Directors, senior management and/or staff. Misconduct of
our personnel could result in violation of laws by us, regulatory sanctions against us and material
reputational or financial harm to our disadvantage. Misconduct of our personnel could include
improperly using or disclosing confidential information, and engaging in fraudulent acts or
otherwise not complying with the laws or our control procedures. We cannot assure that there will
not be any misconduct by our personnel, or that future incidents of misconduct of our personnel
will not subject us to serious penalties or limitations on our business activities. It is not always
possible to deter misconduct of our personnel, and the precautions we take to prevent and to
detect such activity may not be effective in all cases. We could also suffer from adverse publicity,
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reputational damage or litigation losses that may arise from the misconduct of our personnel,
which may have a material adverse effect on our business, financial conditions and results of
operations.

Failures of our products or software due to quality issues, design flaws, bugs, errors or
other defects may increase our costs and impair the market acceptance of our products
and we may as a result be subject to product liability claims.

Although we have quality control in place to test our products and software, there is no
assurance that all the quality issues, design flaws, bugs, errors or other defects in our software
and products have been detected and corrected. Any quality issues, design flaws, bugs, errors or
other defects on our products and software may cause damage to our distributors’ and end users’
systems and networks, and adversely affect our distributors’ and end users’ operations. As a
result, we may incur additional costs in rectifying the defects. It may also affect our relationship
with such customers and our reputation.

In addition, we may be subject to product liability claims if our products and software are
found to have quality issues, design flaws, bugs, errors or other defects. The occurrence of such
problems may result in recalls of our products and software and significant damage to our brand.
We cannot assure you that such incidents will not occur in the future. We may be subject to legal
liabilities and have to compensate distributors and/or end users for any loss or damages they
suffer in respect of valid product liability claims. In addition, we may be subject to administrative
or other government sanctions or penalties. If distributors, as well as end users, lose confidence
in our brand, we may experience long term declines in our sales, which may have a material
adverse effect on our business, financial conditions and results of operation.

We could be adversely affected as a result of our operations in certain countries that are
subject to evolving economic sanctions of the U.S., the U.N., the E.U. and Australia and
other relevant sanctions authorities.

During the Track Record Period, we had had sales with customers from some of the
Sanctioned Countries imposed by the U.S., the E.U., the U.N. and Australia, namely Belarus,
Bosnia and Herzegovina, Cote D’lvoire (lvory Coast), Egypt, Iraq, Lebanon, Myanmar (Burma),
Serbia, Russia and Ukraine. The amount of our revenue generated from sales to customers from
these Sanctioned Countries for each of the three years ended 31 December 2015 was
approximately US$17,000, US$50,000 and US$93,000, respectively, representing
approximately 0.1%, 0.3% and 0.4% of our total revenue for the same years, respectively,
which was negligible to our total revenue during the Track Record Period. For details of the
business activities in Sanctioned Countries, please refer to the section headed “Business —
Business Activities with Customers from Sanctioned Countries” in this prospectus.

We undertake to the Stock Exchange that we will not use the proceeds from the Global
Offering, or any other funds raised through the Stock Exchange, to finance or facilitate, directly or
indirectly, activities or business with any Sanctioned Country which are prohibited under
international sanction laws and regulations or with any Sanctioned Person, and that we have no
present intention to undertake any future business that would cause us, the Stock Exchange and
its related group companies, our Shareholders or potential investors to violate or become a target
of sanction laws of the U.S., the E.U., the U.N. or Australia. If we breach any of these undertakings
to the Stock Exchange after the Listing, it is possible that the Stock Exchange may delist our
Shares. In order to ensure our compliance with these undertakings to the Stock Exchange, we will
continuously monitor and evaluate our business and take measures to protect the interests of our
Group and our Shareholders. For details of our internal control procedures, please refer to the
section headed “Business — Internal Control Measures” in this prospectus.
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We cannot predict the interpretation or implementation of government policy at the U.S.
federal, state or local levels or any policy by the E.U., the U.N., Australia and other applicable
jurisdictions with respect to any current or future activities by us or our affiliates in the Sanctioned
Countries and with Sanctioned Persons. Further, we cannot assure that our future business will
be free of risk under sanctions implemented in these jurisdictions or that we will conform our
business to the expectations and requirements of the U.S. authorities or the authorities of any
other government that do not have jurisdiction over our business but nevertheless assert the right
to impose sanctions on an extraterritorial basis.

Our business and reputation could be materially and adversely affected if the government of
the U.S., the E.U., the U.N., Australia or any other governmental entity were to determine that any
of our activities constitutes a violation of the sanctions they impose or provide a basis for a
sanctions designation of our Company. In addition, as many sanctions programmes are evolving,
new requirements or restrictions could come into effect which might increase scrutiny on our
business or result in one or more of our business activities being deemed to have violated
sanctions, or being sanctionable. Therefore, before investing in our Shares, you should consider if
such investment would expose you to any of the U.S., the E.U., the U.N., Australia or other
sanctions law risk arising from your nationality or residency. Any of these events could have an
adverse effect on the value of your investment in us.

RISKS RELATED TO THE INDUSTRY IN WHICH WE OPERATE

Our revenue growth depends on the continuous growth of Internet usage, particularly
access to the Internet through 3G/4G LTE. If use of the Internet does not continue to grow,
or if the Internet infrastructure does not effectively support its growth, our revenue and
growth could be adversely affected.

Our business and financial results depend heavily on the continuous growth in the use of
Internet, particularly access to the Internet through 3G/4G LTE. Internet usage may be inhibited
for a number of reasons, many of which are beyond our control, including but not limited to
regulatory restrictions, cyber security concerns and unavailability of Internet infrastructure. If the
infrastructure is unable to support the growing use of the Internet stringent regulatory restrictions
are imposed or cyber security cannot be maintained, the growth of the Internet may be hindered
and may decline. If the usage of the Internet does not continue to grow, or if the Internet
infrastructure, does not effectively support its growth, our business and results of operation could
be materially and adversely affected.

Government regulation and legal uncertainties could adversely affect the conduct of
business on the Internet.

The application of existing laws to the Internet and Internet-related applications is being
clarified and refined in many jurisdictions, and a number of new legislative and regulatory
proposals applicable to the Internet are under consideration, including in the areas of content
liability, e-commerce, encryption, VPN and electronic signature technology, data protection and
privacy. Depending on the scope and timing of these developments, it is possible that such
developments may have a material adverse effect on our business, financial conditions, and
results of operation.

We may also be subject to export control and economic sanction laws of jurisdictions
outside of Hong Kong since we export our products to countries outside of Hong Kong.

We have exported our products to foreign countries, including, but not limited to, those in

North America, EMEA and Asia, through our distributors. In addition to Hong Kong laws and
regulations, various other countries regulate the import and export of certain encryption
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technology and products which could limit our ability to distribute our products and software or
our end users’ ability to implement our products and software in those countries. In the event that
any of these countries imposes trading ban with Hong Kong or impose higher import restriction or
laws and regulations in relation to our products and software which we export to these countries,
our business, financial conditions and results of operation may be materially and adversely
affected.

In addition, changes in our products or import and export regulations may delay the
introduction of our products in other countries, prevent our end users with international
operations from deploying our products or, in some cases, prevent the transition of our products
to certain countries. Any change in export or import regulations or related legislation, shift in the
enforcement approach, or change in the countries, persons or technologies targeted by such
regulations could negatively impact our ability to sell our products to existing customers or the
ability of our current and potential distributors and end users outside Hong Kong, particularly in
North America, EMEA and Asia.

Government regulations designed to protect consumer privacy may make it difficult for us
to sell our products.

Our products may transmit and store personal data. This data is increasingly subject to
legislation and regulations in numerous jurisdictions around the world. Privacy and personal data
that is collected, stored and transmitted are intended to be protected. We are therefore exposed
to potential liabilities in this area of concern. In addition, various foreign jurisdictions have
different laws and regulations concerning the storage and transmission of personal data,
therefore, we may face unknown requirements that pose compliance challenges in new
geographic markets that we seek to enter. Such variation could subject us to costs, delayed
product launches, liabilities or negative publicity that could impair our ability to market and sell to
some jurisdictions and therefore limit our future growth.

Any breach of laws and regulations of privacy and data protection may have a material
adverse effect on our business, financial conditions and results of operation. In addition, our
attempts to protect the privacy and security of personal data may fail if our encryption is
inadequate or fails to operate as expected.

As our products and services have to comply with regulations, quality and safety standards,
and certification requirements, any failure in compliance may affect our business adversely.

Our products have to comply with various regulations, quality and safety standards, and
certification requirements. For details, please refer to the section headed “Regulatory Overview”
in this prospectus. As the eligibility criteria for these compliances may change from time to time
and those changes are out of our control, we cannot assure you that our products can
successfully satisfy these compliances or we can obtain the relevant certificate(s) on time or at all
in the future. If our products fail to obtain or renew all necessary certificates, our customers may
not place orders with us. If this happens, our business, financial conditions and results of
operation may be materially and adversely affected.

If we sell our products without having obtained all necessary certifications and without
having complied with all relevant laws and regulations, we may become liable and may be subject
to fines. If this happens, our business, financial conditions and results of operation may be
materially and adversely affected.
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RISKS RELATED TO THE GLOBAL OFFERING

As there has been no prior public market for our Shares before the Listing, the liquidity and
market price of our Shares following the Listing may be volatile.

Before the Listing, there has been no public market for our Shares. The Offer Price for our
Shares will be the result of negotiations between the Sole Global Coordinator (for itself and on
behalf of the Underwriters) and us, which may differ from the market prices of our Shares after the
Listing. There is no assurance that the Listing will result in the development of an active and liquid
public trading market for our Shares following the Listing or in the future or, if it does develop, that
it will be sustained after the Listing or that the market price of our Shares will not decline below
the Offer Price. The market price, liquidity and trading volume of our Shares may be volatile due to
variations of our Group’s revenue, earnings and cash flows or any other developments and may
result in substantial losses for investors purchasing the Offer Shares in the Global Offering.
Factors that may affect the volume and price at which our Shares will be traded include:

° variations in our Group’s results of operation;

) success or failure of our Group’s management team in implementing stated business
and growth strategies;

° gain or loss of an important business relationship(s) with our customers and/or
suppliers;

) changes in securities analysts’ recommendations, perceptions or estimates of our
Group’s financial performance;

° changes in conditions affecting the industry, the general economic conditions or stock
market sentiment or other events and factors;

) changes in market valuations and share prices of companies that may be listed in Hong
Kong;

° additions or departures of key personnel of our Group;

° fluctuations in market prices for our products and services;

° fluctuations in stock market prices and volume; or

) involvement in litigation.

We can give no assurance that these developments will not occur in the future.

You will incur immediate and substantial dilution and may experience further dilution in the
future.

You could incur immediate and substantial dilution and may experience further dilution in the
future. As the Offer Price of our Shares is higher than the net tangible assets per Share of our
Shares immediately prior to the Global Offering, purchasers of our Shares in the Global Offering
could experience an immediate dilution in unaudited pro forma adjusted combined net tangible
assets of our Group attributable to owners of our Company of HK$0.147 per Share (assuming an
Offer Price of HK$0.45 per Share, being the low-end of the indicative range of the Offer Price) and
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HK$0.194 per Share (assuming an Offer Price of HK$0.65 per Share, being the high-end of the
indicative range of the Offer Price). If we issue additional Shares in the future, purchasers of our
Shares in the Global Offering may experience further dilution in their shareholding percentage.

Future sales by our existing Shareholders of a substantial number of our Shares in the
public market could materially and adversely affect the prevailing market price of our
Shares.

We cannot assure you that our existing Shareholders will not dispose of our Shares that they
own following the expiration of their respective lock-up periods after completion of the Global
Offering. We cannot predict the effect, if any, that any future sales of our Shares by any of our
Controlling Shareholder, or the availability of our Shares for sale by our Controlling Shareholder
may have on the market price of our Shares. Sales of substantial amounts of our Shares by our
Controlling Shareholder or the market perception that such sales may occur, could materially and
adversely affect the prevailing market price of our Shares.

There can be no assurance that we will declare or distribute dividends in the future.

We declared dividends of approximately US$1.30 million, US$3.70 million and US$2.80
million for each of the three years ended 31 December 2015, respectively. On 14 June 2016, we
declared a dividend of approximately US$1.00 million as the final dividend for 2015. The
declaration, payment and amount of any future dividends are subject to the discretion of our
Board mainly depending on our Group’s results of operation, working capital and cash position,
future business and earnings, capital requirements and contractual restrictions. For details of our
dividend, please refer to the section headed “Financial Information — Dividends” in this
prospectus. We cannot assure investors when or whether we will pay dividends in the future.

There may be a dilutive effect on the earnings per Share associated with the Share Option
Scheme and an impact on future earnings.

We conditionally adopted the Share Option Scheme under which options to acquire Shares
may be granted after completion of the Global Offering. Details of the Share Option Scheme are
set out in the section headed “Other Information — 15. Share Option Scheme” in Appendix IV to
this prospectus.

The issue of Shares upon the exercise of any options which may be granted under the Share
Option Scheme will result in an increase in the number of Shares in issue and may result in the
dilution of the percentage of ownership of our Shareholders, the earnings per Share and net asset
value per Share.

You may face difficulties in protecting your interests because we are incorporated under
Cayman lIslands laws, and the laws of the Cayman Islands for minority shareholders
protection may be different from those under the laws of Hong Kong or other jurisdictions.

Our corporate affairs are governed by the Memorandum of Association, the Articles of
Association, and by the Cayman Companies Law and common law of the Cayman Islands. The
laws of the Cayman Islands relating to the protection of the interests of minority shareholders
differ in some respects from those established under statutes and judicial precedent in existence
in Hong Kong and other jurisdictions. These differences may mean that the remedies available to
the minority Shareholders may be different from those they would have under the laws of Hong
Kong or other jurisdictions. Please refer to the section headed “Summary of the Constitution of
our Company and Cayman Islands Companies Law — 3. Cayman Islands Companies Law” in
Appendix Il to this prospectus.
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RISKS RELATED TO STATEMENTS IN THIS PROSPECTUS

Investors should read the entire prospectus and should not rely on any information
contained in press articles, websites or other media coverage regarding us and the Global
Offering.

We strongly caution our investors not to rely on any information contained in press articles,
websites or other media regarding us and the Global Offering. Prior to the publication of this
prospectus, there may be press, website and media coverage regarding the Global Offering and
us. Such press, website and media coverage may include references to certain information that
does not appear in this prospectus, including certain operating and financial information and
projections, valuations and other information. We have not authorised the disclosure of any such
information in the press, website or media and do not accept any responsibility for any such
press, website or media coverage or the accuracy or completeness of any such information or
publication. We wish to emphasise to prospective investors that we do not accept any
responsibility for the accuracy or completeness of the information contained in any press articles
or other media coverage, and such information that was not sourced from or authorised by us. We
make no representation as to the appropriateness, accuracy, completeness or reliability of any
such information or publication. To the extent that any such information is inconsistent or
conflicts with the information contained in this prospectus, we disclaim responsibility for it and
our investors should not rely on such information. Accordingly, in all cases, prospective investors
should give consideration as to how much weight or importance they should attach to, or place
on, such press articles or other media coverage.

We cannot guarantee the accuracy of facts, forecasts and other statistics with respect to
certain information obtained from official governmental and other sources contained in this
prospectus.

Facts, statistical and forecast information relating to the respective economies, router
markets contained in this prospectus have been compiled from various publicly available official
governmental sources and the market research report prepared by Quocirca. We believe that the
sources of this information are appropriate sources for such information and have taken
reasonable care in extracting and reproducing such information. We have no reason to believe
that such information is false or misleading or that any fact has been omitted that would render
such information false or misleading in any material respect. Although we have taken reasonable
care in the reproduction of the information, it has not been prepared or independently verified by
us, the Sole Sponsor, the Sole Global Coordinator, the Sole Bookrunner, the Sole Lead Manager,
the Underwriters or any of our or their respective affiliates or advisers or any other parties
involved in this prospectus. Therefore, we cannot assure you as to the accuracy and reliability of
such facts, forecasts and statistics. Such facts, forecasts and statistics include the facts
forecasts and statistics used in the sections headed “Summary”, “Risk Factors”, “Industry
Overview” and “Business”. Due to the possibility of flawed or ineffective collection methods or
discrepancies between published information and market practice and other problems, the
statistics in this prospectus may be inaccurate or may not be comparable to statistics produced
for other economies, and you should not place undue reliance on them. Furthermore, we cannot
assure you that they are stated or compiled on the same basis, or with the same degree of
accuracy, as similar statistics presented elsewhere. In all cases, you should consider carefully
how much weight or importance you should attach to or place on such facts, forecasts or
statistics.

No person is authorised to give any information in connection with this prospectus or to

make any representation not contained in this prospectus, and any information or representation
not contained herein must not be relied upon as having been authorised by us, our Controlling
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Shareholder, the Sole Global Coordinator, the Sole Lead Manager, the Sole Bookrunner, the Sole
Sponsor and the Underwriters, any of our or their respective directors, officers, agents,
employees or advisers or any other party involved in this prospectus.

Forward-looking statements contained in this prospectus are subject to risks and
uncertainties.

This prospectus contains forward-looking statements with respect to our business
strategies, operating efficiencies, competitive positions, growth opportunities for existing
operations, plans and objectives of management, certain pro forma information and other
matters. The words “anticipate”, “believe”, “expect”, “may”, “plan”, “consider”, “ought to”,
“should”, “would”, “shall”, “will” and the negative of these terms and other similar expressions
identify a number of these forward-looking statements. These forward looking statements,
including those relating to our future business prospects, capital expenditure, cash flows,
working capital, liquidity and capital resources are necessarily estimates reflecting the best
judgment of our Directors and management and involve a number of risks and uncertainties that
could cause actual results to differ materially from those suggested by the forward-looking
statements. As a consequence, these forward-looking statements should be considered in light of
various important factors, including those set out in the section headed “Risk Factors” in this
prospectus. Accordingly, such statements are not a guarantee of future performance and
investors should not place undue reliance on any forward-looking information. All forward-looking
statements in this prospectus are qualified by reference to this cautionary statement.
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WAIVER FROM STRICT COMPLIANCE WITH THE LISTING RULES

WAIVER FROM STRICT COMPLIANCE WITH THE LISTING RULES

In preparation for the Listing, we have sought and have been granted the following wavier
from strict compliance with the relevant provisions of the Listing Rules.

NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

We have entered into, and are expected to continue after the Listing, certain transactions
which will constitute non-exempt continuing connected transactions under the Listing Rules upon
the Listing. Our Company has applied to the Stock Exchange for, and the Stock Exchange has
granted, a waiver from strict compliance with the announcement requirement in respect of the
non-exempt continuing connected transactions under Chapter 14A of the Listing Rules.

The details of this waiver are set out in the section headed “Continuing Connected
Transactions” in this prospectus.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, the Securities and Futures (Stock Market Listing) Rules of
Hong Kong (Chapter 571V of the Laws of Hong Kong) and the Listing Rules for the purpose of
giving information to the public with regard to our Company. Our Directors, having made all
reasonable enquiries, confirm that to the best of their knowledge and belief that (i) the information
contained in this prospectus is accurate and complete in all material respects and not misleading
or deceptive; (ii) there are no other matters the omission of which would make any statement
herein or this prospectus misleading; and (iii) all opinions expressed in this prospectus have been
arrived at after due and careful considerations, and are founded on bases and assumptions that
are fair and reasonable.

INFORMATION ON THE GLOBAL OFFERING

The Hong Kong Offer Shares are offered solely on the basis of the information contained and
representations made in this prospectus and the Application Forms and on the terms and subject
to the conditions set out herein and therein. No person is authorised to give any information in
connection with the Global Offering or to make any representation not contained in this
prospectus, and any information or representation not contained herein must not be relied upon
as having been authorised by our Company, the Sole Sponsor, the Sole Global Coordinator, the
Sole Bookrunner, the Sole Lead Manager, the Underwriters, any of their respective directors,
agents, employees or advisers or any other party involved in the Global Offering.

Details of the structure of the Global Offering, including its conditions, are set out in the
section headed “Structure of the Global Offering” in this prospectus, and the procedures for
applying for Hong Kong Offer Shares are set out in the section headed “How to Apply for Hong
Kong Offer Shares” in this prospectus and on the relevant Applications Forms.

UNDERWRITING

This prospectus is published solely in connection with the Hong Kong Public Offering which
forms part of the Global Offering. For applicants under the Hong Kong Public Offering, this
prospectus and the Application Forms set out the terms and conditions of the Hong Kong Public
Offering.

The Listing of our Shares on the Stock Exchange is sponsored by the Sole Sponsor. The
Hong Kong Public Offering is fully underwritten by the Hong Kong Underwriters under the terms
of the Hong Kong Underwriting Agreement, subject to agreement on the Offer Price between the
Sole Global Coordinator (for itself and on behalf of the Underwriters) and us on the Price
Determination Date.

The International Placing is expected to be underwritten by the International Underwriters.
For further information about the Underwriters and the underwriting arrangements, please refer to
the section headed “Underwriting” in this prospectus.
DETERMINATION OF OFFER PRICE

The Offer Price is expected to be fixed by agreement between us and the Sole Global

Coordinator (for itself and on behalf of the Underwriters) on the Price Determination Date. The
Price Determination Date is expected to be on or about Wednesday, 6 July 2016 and, in any
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event, not later than Tuesday, 12 July 2016. If, for any reason, the Offer Price is not agreed on or
before Tuesday, 12 July 2016 between us and the Sole Global Coordinator (for itself and on behalf
of the Underwriters), the Global Offering will not proceed and will lapse.

SELLING RESTRICTIONS

Each person acquiring Offer Shares will be required to confirm, or by his acquisition of Offer
Shares be deemed to confirm, that such person is aware of the restrictions on offers and sale of
the Offer Shares described in this prospectus.

No action has been taken to permit a public offering of the Hong Kong Offer Shares in any
jurisdiction other than Hong Kong or the distribution of this prospectus in any jurisdiction other
than Hong Kong. Accordingly, this prospectus may not be used for the purpose of, and does not
constitute, an offer or invitation in any jurisdiction or in any circumstances in which such an offer
or invitation is not authorised or to any person to whom it is unlawful to make such an offer or
invitation. The distribution of this prospectus and the offering and sale of the Offer Shares in other
jurisdictions are subject to restrictions and may not be made save as permitted under the
applicable securities laws of such jurisdictions pursuant to registration with or authorisation by
the relevant securities regulatory authorities or an exemption therefrom. In particular, the Offer
Shares have not been publicly offered or sold, directly or indirectly, in the PRC or the U.S.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the Listing Committee for the listing of, and permission to deal in, our
Shares in issue and to be issued as mentioned herein, including the Offer Shares, any Shares
which may be sold or issued pursuant to the exercise of the Over-allotment Option and our
Shares may be issued upon the exercise of options to be granted under the Share Option
Scheme. None of our Share or loan capital is listed on or dealt in on any other stock exchange and
no such listing or permission to list is being or proposed to be sought in the near future.

COMMENCEMENT OF DEALINGS IN OUR SHARES

Dealings in our Shares on the Stock Exchange are expected to commence on Wednesday,
13 July 2016. Our Shares will be traded in board lots of 8,000 Shares each. The stock code of our
Shares will be 1523.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of listing of, and permission to deal in, our Shares on the Stock
Exchange and our Company’s compliance with the stock admission requirements of HKSCC, our
Shares will be accepted as eligible securities by HKSCC for deposit, clearance and settlement in
CCASS with effect from the date of commencement of dealings in our Shares on the Stock
Exchange or any other date as determined by HKSCC. Settlement of transactions between
participants of the Stock Exchange is required to take place in CCASS on the second trading date
after the trade date. All activities under CCASS are subject to the General Rules of CCASS and
CCASS Operational Procedures in effect from time to time. All necessary arrangements have
been made for our Shares to be admitted into CCASS.

OVER-ALLOCATION AND STABILISATION

For further details on over-allocation and stabilisation. Please refer to the section headed
“Structure of the Global Offering” in this prospectus.
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REGISTER OF MEMBERS AND STAMP DUTY

All Offer Shares issued pursuant to applications made in the Hong Kong Public Offering will
be registered on our Company’s branch register of members to be maintained in Hong Kong by
Tricor Investor Services Limited. Our Company’s principal register of members will be maintained
by our Company’s principal share registrar in the Cayman Islands, Estera Trust (Cayman) Limited.

No stamp duty is payable by applicants in the Global Offering.

Dealings in our Shares registered on our Hong Kong branch register of members of our
Company maintained in Hong Kong will be subject to Hong Kong stamp duty.

The current rate of stamp duty in Hong Kong is 0.2% of the consideration or, if higher, the
value of our Shares being sold or transferred.

PROCEDURE FOR APPLYING FOR HONG KONG OFFER SHARES

The procedure for applying for Hong Kong Offer Shares is set out in the section headed
“How to Apply for Hong Kong Offer Shares” in this prospectus and on the relevant Application
Forms.

STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out in the
section headed “Structure of the Global Offering” in this prospectus.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are advised to consult their professional advisers if
they are in any doubt as to the taxation implications of subscribing for, purchasing, holding,
disposing of or dealing in our Shares. None of us, the Sole Sponsor, the Sole Global Coordinator,
the Sole Bookrunner, the Sole Lead Manager, the Underwriters, any of our or their respective
directors, officers, agents, employees or advisers or any other party involved in the Global
Offering accepts responsibility for any tax effects on, or liabilities of holders of Shares resulting
from the subscription, purchase, holding or disposal of, or dealing in, Shares.

CURRENCY TRANSLATIONS

Unless otherwise specified, amounts denominated in Hong Kong dollars have been
translated, for the purpose of illustration only, into U.S. dollars in this prospectus at the
following rates:

HK$7.7512: US$1.00

No representation is made that any amounts in U.S. dollars or Hong Kong dollars can be or
could have been at the relevant dates converted at the above rates or any other rates or at all.

LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this
prospectus, the English version of this prospectus shall prevail.
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ROUNDING
Certain amount and percentage figures included in this prospectus have been subject to

rounding adjustments, Accordingly, figures shown as totals in certain tables or charts may not be
an arithmetic aggregation of the figures preceding them.
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DIRECTORS

Name Address Nationality
Executive Directors

Mr. Chan Wing Hong Alex (B 7K &) Apartment 2323, 23/F., Tower 3 Chinese
Hong Kong Parkview
88 Tai Tam Reservoir Road
Hong Kong

Mr. Chau Kit Wai (B #1%) Flat G, 18/F., Tower 3 Chinese
Banyan Garden
863 Lai Chi Kok Road
Lai Chi Kok
Kowloon
Hong Kong

Mr. Yip Kai Kut Kenneth (E#%) Unit 3, 16/F., Block B Canadian
Cambridge Court
84 Waterloo Road
Yau Ma Tei
Kowloon
Hong Kong

Mr. Chong Ming Pui (3E8B5) Flat G, 46/F., Tower 6 Chinese
The Pacifica
9 Sham Shing Road
Kowloon
Hong Kong

Mr. Yeung Yu (&5H5) Flat G, 32/F., Block 3 Chinese
Metro Harbour View
8 Fuk Lee Street
Kowloon
Hong Kong

Independent non-executive Directors

Dr. Yu Kin Tim (R#&7%R) Flat 01, 2/F., Block B Chinese
Villa Rocha
10 Broadwood Road
Happy Valley
Hong Kong

Mr. Ho Chi Lam ({15 &) Unit 1A Chinese
University Residence 17
CUHK
Shatin
New Territories
Hong Kong

Mr. Wan Sze Chung (8 2 4) Flat C, 13/F. Chinese
Maple Gardens Phase Il
51 Kin Wah Street
Hong Kong

For further information regarding our Directors, please refer to the section headed
“Directors, Senior Management and Staff” in this prospectus.
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Sponsor . . ............... Southwest Securities (HK) Capital Limited
Rooms 1601, 06-08, 16/F
Central Plaza
18 Harbour Road
Wanchai
Hong Kong

Sole Global Coordinator, Sole Southwest Securities (HK) Brokerage Limited
Bookrunner and Rooms 1601, 06-08, 16/F
Sole Lead Manager . .......... Central Plaza
18 Harbour Road
Wanchai
Hong Kong

Co-Lead Manager. .. ........... Oriental Patron Securities Limited
27th Floor
Two Exchange Square
8 Connaught Place

Central
Hong Kong
Legal advisers to As to Hong Kong law:
ourCompany. ............... Stephenson Harwood
18th Floor

United Centre
95 Queensway
Hong Kong

As to Cayman Islands law:
Appleby

2206-19 Jardine House

1 Connaught Place
Central

Hong Kong

As to Malaysia law:
Raja, Darryl & Loh
18th Floor

Wisma Sime Darby
Jalan Raja Lout, 50350
Kuala Lumpur
Malaysia

As to U.S. Sanction law, U.N. Sanction law and E.U.
Sanction law:

Norton Rose Fulbright LLP

3 More London Riverside

London, SE1 2AQ

United Kingdom

As to Australian Sanction law:
Clayton Utz

Level 15, 1 Bligh Street
Sydney NSW 2000

Australia
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Legal advisers to the Underwriters.

Auditors and Reporting

Accountants . . ..

Receiving bank. . ..

Industry Consultant

As to Hong Kong law in respect of the Predecessor
Companies Ordinance, the Companies Ordinance, the
Inland Revenue Ordinance and the Telecommunication
Ordinance:

Leung Wai-Keung, Richard

Barrister-at-law

38/F., Gloucester Tower

The Landmark

Central

Hong Kong

As to PRC law in respect of the revocation of business
licence of Unitech Networks China (GZ) Ltd.:

Wei Tu Law Firm

904, R&F Center

No.10 Hua Xia Road

Zhujiang New Town

Guangzhou 510623

People’s Republic of China

As to Hong Kong law:
Kwok Yih & Chan
Suites 2103-05, 21/F

9 Queen’s Road Central
Hong Kong

Deloitte Touche Tohmatsu
35/F., One Pacific Place

88 Queensway

Hong Kong

The Bank of East Asia, Limited
10 Des Voeux Road Central
Hong Kong

Quocirca Ltd.
Griffins Court
24-32 London Road
Newbury, Berkshire
RG14 1JX

United Kingdom
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Registered office . . ... ......... P.O. Box 1350
Clifton House
75 Fort Street
Grand Cayman KY1-1108
Cayman Islands

Headquarters and principal place of Unit A5, 5/F
business in Hong Kong . . . . . . .. Hong Kong Spinners Industrial Building Phase 6
481 Castle Peak Road
Cheung Sha Wan
Kowloon
Hong Kong

Company website. . . . .......... www.ploverbay.com
(Information contained in this website does not form part
of this prospectus)

Compliance adviser ... ......... Southwest Securities (HK) Capital Limited
Rooms 1601, 06-08, 16/F
Central Plaza
18 Harbour Road

Wanchai
Hong Kong
Company secretary ............ Ms. Ng Shun Ying (HKICPA, ACCA)
Flat 1204, 12/F., Block F
Kornhill
11 Hong Shing Street
Hong Kong
Authorised representatives Mr. Chan Wing Hong Alex
(for the purpose of the Apartment 2323, 23/F., Tower 3
Listing Rules) . .............. Hong Kong Parkview
88 Tai Tam Reservoir Road
Hong Kong

Ms. Ng Shun Ying

Flat 1204, 12/F., Block F
Kornhill

11 Hong Shing Street
Hong Kong

Audit Committee. . . . ... ........ Mr. Wan Sze Chung (Chairman)
Dr. Yu Kin Tim
Mr. Ho Chi Lam

Remuneration Committee. . . ... .. Mr. Chan Wing Hong Alex (Chairman)
Dr. Yu Kin Tim
Mr. Wan Sze Chung

Nomination Committee. . ... ... .. Mr. Chan Wing Hong Alex (Chairman)
Dr. Yu Kin Tim

Mr. Wan Sze Chung
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Risk Management Committee. . . . . Mr. Chan Wing Hong Alex (Chairman)
Mr. Chau Kit Wai
Mr. Yip Kai Kut Kenneth

Hong Kong Branch Share Registrar Tricor Investor Services Limited
Level 22, Hopewell Centre
183 Queen’s Road East

Hong Kong
Principal share registrar and Estera Trust (Cayman) Limited
transfer office in the PO Box 1350
Caymanlislands. . ............ Clifton House

75 Fort Street
Grand Cayman KY1-1108
Cayman Islands
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15/F., Standard Chartered Tower

388 Kwun Tong Road
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The Bank of East Asia, Limited

10 Des Voeux Road Central
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Unless otherwise indicated, the information presented in this section is derived from
various publications and from the market research report prepared by Quocirca, which was
commissioned by us.

We believe that the sources of such information are appropriate and we have taken
reasonable care in extracting and reproducing such information. We have no reason to believe
that such information is false or misleading in any material respect or that any fact has been
omitted that would render such information false or misleading in any material respect. The
information has not been independently verified by us, the Sole Sponsor, the Sole Global
Coordinator, the Sole Bookrunner, the Underwriters, or any of our or their respective directors,
officers, representatives, advisers or any other parties involved in the Global Offering, and no
representation is given as to its accuracy and completeness. As such, investors are cautioned
not to place any undue reliance on the information and statistics set out on this section of this
prospectus. Such information and statistics may not be consistent with other information and
statistics compiled.

THE QUOCIRCA REPORT

We commissioned Quocirca, an independent market researcher and consultant, to conduct
an analysis of, and to report on, the software defined WAN (“SD-WAN”) router market at a fixed
fee of GBP30,000 which we consider reflects market rates for similar services. Founded in 1994,
Quocirca is engaged in information technology industry research and provision of other services.
The Quocirca Report includes information on the SD-WAN router market such as the business
Internet traffic volume and the outlook of the industry, which have been quoted in this prospectus.

Quocirca’s independent analysis was undertaken through primary and secondary research
obtained from various sources. Primary research involved interviewing with multiple industry
sources. Secondary research involved gathering, refining and confirming information from
multiple and relevant published data sources as well as data from the research database of
Quocirca. Such methodology utilises a multi-level information sourcing process in which
information gathered is cross-referenced to ensure accuracy.

Quocirca made the following major assumptions in the preparation of the Quocirca Report:

) there will be no massive changes or radical disruption in technology, geopolitical or
social factors and that the current trend in the use of SD-WAN routers globally will
continue at a similar rate and pace to how they have performed in recent years;

° estimates and associated assumptions are based on historical experience and various
other factors that are believed to be reasonable under the circumstances, the results of
which form the basis for making the judgments about the industry sector that are not
readily apparent from other sources; and

° except as otherwise specified, all of the data and forecasts contained in this section of
this prospectus are derived from the Quocirca Report.

Our Directors confirm that, after reasonable and due inquiry, there has been no adverse

change in the market information which may limit, contradict or affect the information in this
section of the prospectus since obtaining the data from Quocirca.
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INTRODUCTION TO THE ROUTER MARKET
Overview

A router is a telecommunication networking device that routes data between computer
networks and is used to connect private LAN to public networks, such as Internet service
providers, and/or to connect one part of an enterprise network to another to form a WAN.

Personal routers provide individual users with Internet connectivity whereas enterprise
routers are used by enterprises which require powerful and sophisticated routers to provide
scalability, reliability, high speed and secured communication across WAN to support all day-to-
day business IT activities, such as email, enterprise resource planning, file sharing, and video-
conferencing. Enterprise router WAN connections may be fixed wired, such as leased lines or
broadband Internet (MPLS, T1/E1, Fibre and DSL), or wireless, such as cellular (3G/4G LTE) and
satellite (VSAT).

The diagram below illustrates how WAN functions:

Headquarters

Router

LAN 3

Branch Office B

WAN

Router

Router

LAN 2

& A A

Branch Office A
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Enterprise routers
Enterprise routers can be categorised into:
Traditional WAN routers

A traditional WAN router is connected to one single WAN connection using private
leased lines. However, it is difficult to scale and relocate. If the only connection fails, it will
affect business operations due to the suspension of services such as emails and file sharing;
and

SD-WAN routers

To address the shortcomings of traditional WAN routers, SD-WAN routers have
emerged as an alternative to traditional routers and replace expensive leased lines by using
multiple affordable wired or wireless WAN connections which enable software to select the
best performing WAN connection automatically. This does not only reduce enterprise
network expenses, it also increases the reliability, flexibility, and bandwidth.

The diagram below illustrates connections using traditional WAN routers and SD-WAN
routers:

Traditional WAN

Traditional WAN Traditional WAN Frr
;:::| e Private Leased Lines ey E

Router Router
Branch Office Headquarters

SD-WAN
DSL -
SD-WAN w SD-WAN T
m; e r E
Router m Router
Branch Office LTE Headquarters

Public Internet

Source: Quocirca
Key features and benefits of SD-WAN routers

SD-WAN routers use multiple WAN connections to select the best available connection and
have the following key benefits when compared with traditional WAN routers:

° Cost Reduction: SD-WAN routers distribute traffic between multiple WAN connections
by following application-based rules. By using multiple affordable Internet connections
simultaneously, they can achieve link reliability exceeding that of traditional WAN
routers at a fraction of the cost. According to the Quocirca Report, WAN connections
through a SD-WAN router costs, on average, approximately 10%-20% of WAN
connections through a traditional WAN router. This leads to organisations to expand
their networks to additional locations.
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) Increase in Bandwidth: According to the Quocirca Report, leading SD-WAN routers
can support bonding technology, which combines multiple WAN connections to
increase bandwidth. This benefits organisations in that it ensures a speedy transfer of
data between data centres and branch offices, such as file transfer, video streaming,
and data backup. This enables organisations to increase bandwidth in remote, mobile
or temporary locations, such as cruises, mobile clinics and retail pop-up stores, which
is difficult using traditional WAN routers.

° Network Connection Flexibility: SD-WAN routers enable WAN connections to be
added or removed easily in order to accommodate changes in bandwidth demand. In
addition, WAN connections can be added for backup purpose. Branch offices typically
add cellular as a back up to fixed lines to ensure a continuous connection if connection
is lost using fixed lines. Retail operations find this solution useful for adding another
layer of protection to their critical point of sale and IP phone systems. This application
is particularly important for keeping unmanned deployments, such as digital signage
and ATM online, especially when the fixed lines they use lose connectivity.

° Simplified Central Management: Unlike traditional WAN routers which are individually
managed, all SD-WAN routers in the same organisation are centrally managed by a SD-
WAN controller which enables network administrators to view and manage their entire
network as well as perform maintenance of hundreds of devices remotely.

The disadvantage of using SD-WAN routers is that the administrators of information system
need to spend time and effort to learn the new functionalities offered by SD-WAN routers. As SD-
WAN routers use more advanced technologies than traditional WAN routers, administrators could
be reluctant initially to deploy SD-WAN routers in their networks and it take a longer period of time
for the users to benefit from the advantages of the SD-WAN routers.

GLOBAL ENTERPRISE ROUTER MARKET

The global router market was US$19.75 billion in 2015. The global enterprise router market is
a subset of the global router market, its market size was approximately US$3.65 billion in 2015 in
terms of revenue value and is expected to reach approximately US$3.9 billion in 2020 in terms of
revenue value with a CAGR of approximately 1.36% from 2015 to 2020.

The SD-WAN market is comprised of (i) some large diversified network equipment providers
with revenues generated from the sale of SD-WAN routers forming only a small fraction of their
total revenues; and (ii) a number of rapidly growing network equipment providers which focus on
the sale of SD-WAN routers.

The current global market size of SD-WAN routers represents only a small fraction of the
global enterprise router market. For instance, the global market size of SD-WAN routers was
approximately US$0.38 billion in 2015 in terms of revenue value, which accounted for (i)
approximately 10.4% of the global enterprise router market that recorded approximately US$3.65
billion; and (ii) approximately 1.9% of the global router market that recorded US$19.75 billion in
2015 in terms of revenue value.

However, Quocirca estimates that the global market size for the SD-WAN routers will grow
and increase to approximately US$1.51 billion by 2020 in terms of revenue value with a CAGR of
approximately 31.8% from 2015 to 2020. Quocirca estimates that as more equipment providers
look to add SD-WAN capabilities into their products and as replacement rate of expensive leased
lines increase, the global market size of the SD-WAN routers will account for approximately
38.0% of the global enterprise router market in terms of revenue value by 2020.
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The graph below sets out the global market size of the enterprise routers and the SD-WAN
routers in terms of revenue value:

Market size of enterprise routers and SD-WAN routers for the period specified
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The table below shows the geographical distribution as a percentage of total market size of
SD-WAN routers from 2013 to 2015.

2013 2014 2015
% % %
North America . . .. ...... ... ... .. . .. ..... 48.0 46.0 47.0
EMEA . ... . e 25.0 27.0 28.0
Asia ... e 20.0 21.0 20.0
Others. . ... ... e 7.0 6.0 5.0
100.0% 100.0% 100.0%

Source: Quocirca

Geographic markets for SD-WAN routers have been affected by the availability of networks
and competition among local operators. Open and competitive supply of networks are more
receptive to SD-WAN, but economic conditions also affect growth. According to the Quocirca
Report, the distribution of SD-WAN routers has been stable and is forecasted to remain stable.
EMEA is expected to have slightly higher growth comparing to other geographic markets while a
slight decline in other parts of the world is forecasted, for instance, South America.

KEY DRIVERS FOR THE SD-WAN ROUTER MARKET

According to the Quocirca Report, the following key market drivers and factors affect the
demand for SD-WAN routers:

New opportunities for small and medium-sized enterprises (the “SMEs”)
According to the Quocirca Report, due to the increase in the utilisation of Internet by
organisations and the general reduction in the subscription cost of Internet services, the monthly

business Internet traffic volume is forecast to grow from approximately 5,800 petabytes in 2013 to
approximately 24,700 petabytes in 2020 with a CAGR of 23.0%.
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The graph below sets out the growth of the traffic volume in business Internet:

Traffic volume of business Internet
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Source: Quocirca

Continued expansion of business Internet traffic volume will drive the demand for wide area
network connectivity for organisations. The technology of SD-WAN enables and facilitates
organisations to establish connections among their branches in various locations.

SMEs generally seek more efficient and cost-effective ways to provide services to their
customers. To respond swiftly to capture market share and gain profits, these SMEs are
increasingly using applications in their business operations that require reliable and secure
Internet and network connections. Accordingly, cost effectiveness is a key factor when SMEs
evaluate their connections to the outside world. While traditional leased private line solutions
provide stable and fast connections, the initial set-up time is long, and both setup and data usage
are costly. As an alternative, SD-WAN routers provide fast, flexible and improved connectivity
through the bandwidth bonding capabilities of SD-WAN routers with lower costs.

SD-WAN supports increased mobility

Improving mobile access is crucial for organisations in order to expand their business
coverage. An increase in mobile workforce, connected vehicles, remote location connections and
the huge volume of device-to-device communication generated by communications, mobile and
Internet of Things technologies has led to an increase in the demand for wireless Internet
connectivity.
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The graph below sets out the historical and forecast growth in the traffic of mobile Internet

business:
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Vehicle connectivity is a fast growing area of development with unique challenges. Quocirca
estimates that there will be approximately 250 million connected vehicles by 2020, representing
an increase from approximately 50 million in 2015. Moving vehicles will frequently switch between
3G and 4G LTE connections whilst also moving through the coverage areas of multiple operators.
As 4G LTE coverage is forecast to increase, the use of SD-WAN solutions in moving vehicles is
becoming viable and attractive.

The table below sets out the historical and forecast coverage of mobile Internet population:
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In-vehicle computing devices require reliable Internet data connectivity to support
everything from basic telemetry to critical data for emergency vehicles, tracking in freight
haulage and Internet connectivity for passengers. When deployed in vehicles, wireless SD-WAN
routers can provide reliable connectivity for black boxes, Internet access, entertainment and
mobile enterprise applications.
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Continuous development of new communication technology

In addition to SD-WAN router vendors, the SD-WAN router market consists of providers of
software, cloud, and managed services. These service providers comprise start-up enterprises
that build a dedicated service, as well as established telecommunications providers adding SD-
WAN capabilities into their portfolios. They offer Internet-as-a-Service in a package that includes
multiple WAN connections, bonding technology to increase bandwidth and reliability, and cloud-
based management platforms. As these service providers do not have their own SD-WAN routers,
they source for SD-WAN routers from the SD-WAN hardware vendors in order to enable their
services. The emergence of these service providers has driven the demand for SD-WAN routers.
In the case of established telecommunications providers, the growing presence of these service
providers in the SD-WAN market is expected to accelerate the adoption and acceptance of SD-
WAN based networking solutions.

THE COMPETITIVE LANDSCAPE
Vendors competing in the SD-WAN router market comprise:

° specialised vendors that focus on providing highly available connectivity through
multiple WAN connections, bonding and wireless routers; and

° diversified vendors which typically have a strong legacy in the telecommunications
carrier sector as well as the enterprise sector, where they have been providing
traditional routers and other networking solutions. These vendors are in the process of
adding SD-WAN capabilities through internal product development supplemented by
acquisitions, such as Cisco’s acquisition of Insieme Networks in 2013 for US$863
million, and Riverbed’s acquisition of Ocedo in January 2016 for an undisclosed
amount.

The table below sets out the top 10 SD-WAN router vendors in terms of revenue value
attributed to SD-WAN routers in 2015:

Vendor Background Revenue in 2015 Market share
(US$ million) (%)

Competitor 1. . ........ Specialised vendor 146.8 38.8
Competitor2.. . . ..... .. Specialised vendor 58.0 15.3
Competitor 3. . .. ... ... Diversified vendor 28.0 7.4
Competitor 4. . . . ...... Specialised vendor 27.9 7.4
OurGroup............ Specialised vendor 24.2 6.4
Competitor 5. . ... ..... Specialised vendor 15.0 4.0
Competitor 6. .. ....... Diversified vendor 13.5 3.6
Competitor 7. . . . ... ... Diversified vendor 11.3 3.0
Competitor 8. . . . ... ... Diversified vendor 8.2 2.2
Competitor9.......... Diversified vendor 7.5 2.0

Source: Quocirca

The SD-WAN sector is dominated by a few specialised vendors whose revenues are
relatively small when compared to the global enterprise router market. The top five specialised
vendors accounted for approximately 75.3% of the entire market share of SD-WAN routers in
terms of sales value in 2015. As the SD-WAN market gathers pace, additional players will likely
enter the market and the diversified vendors will likely add SD-WAN capabilities through organic
product development or acquisitions. As such, the market share of specialised vendors may
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decrease and lead to a more competitive market environment. However, exponential growth of
the SD-WAN router market revenues should be able to offset against the potential loss of the
market share of existing market players.

The price performance of specialised vendors is more appealing to the SME segment
compared to the diversified vendors. While it is expected that more diversified vendors will
continue to enter the SD-WAN router market, they lack specialist focus and skills. With the
increasing focus on communication technology, larger organisations, which are used to
depending on the services of diversified vendors, will be more willing to turn to specialised
vendors due to their innovative and specialist skills in this sector.

BARRIERS TO THE MARKET

According to the Quocirca Report, intellectual property combined with channel focus and
expertise are the barriers to entering into the SD-WAN router market.

The production of SD-WAN routers depends on various hardware and software designs
which are often protected by intellectual property laws. This poses an entry hurdle to new
entrants unless they have a high level of technical expertise in developing products which are
distinct from those of the existing market players.

In addition, the SD-WAN router industry is a relatively niche market where top and
specialised talent is limited. While new entrants may have adequate financial resources, they may
not be able to attract and recruit talent with a high level of technical expertise to develop
competitive products.

Router manufacturers typically rely on an established and extensive network of distributors
to market and sell their routers, including the provision of other business functions such as
regulatory compliance, opportunity identification, and localised sales effort. One requires a long
period of time and financial commitments to build up an established and extensive network of
reputable distributors which are reliable and familiar with the router products. This creates an
entry barrier to new entrants to the router market.
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TYPICAL PRICING
SD-WAN Routers
We offer both entry level and high-capacity SD-WAN routers. According to the Quocirca

Report, the typical manufacturer suggested retail price of entry level SD-WAN routers and high-
capacity SD-WAN routers from 2013 to 2015 are set out below:

CAGR

SD-WAN Routers 2013 2014 2015 2013 to 2015
Typical manufacturer suggested

retail price for wired entry level

routers. . ..o US$1,595 US$1,352 US$1,287 -19%
Typical manufacturer suggested

retail price for wireless entry level

routers. . ............. .. .. US$200 US$190 US$155 -23%
Typical manufacturer suggested

retail price for wired high-

capacity routers .. .......... US$51,900 US$49,250 US$49,690 -4%
Typical manufacturer suggested

retail price for wireless high-

capacity routers .. .......... US$2,100 US$1,689 US$1,416 -33%

Note: In general, manufacturer suggested retail price is the price listed by distributors for their customers and is
usually higher than the selling price vendors sold to distributors

General vendor pricing strategy has been to maintain product pricing levels by increasing
product functions and processing capacity. During the period between 2013 and 2015, the
pricing level of entry-level products has decreased. This indicates that vendors are lowering the
cost-of-entry partly due to commoditisation such as mass production of products aimed at SMEs.
However, the pricing level of wired high-capacity SD-WAN routers remains relatively stable in that
while vendors continue to make improvements in performance and functionality, their average
selling price remains flat. Going forward, the price of SD-WAN routers is expected to remain
stable during the rapid growth of SD-WAN routers from now until 2020 as any pricing reduction,
which is rendered possible as a result of hardware commoditisation, will continue to be offset by
further increases in software functionality. In general SD-WAN wireless routers are priced lower
than SD-WAN wired routers because most SD-WAN wireless routers are not designed for high-
capacity use that less expensive components can be used in most SD-WAN wireless routers
comparing to SD-WAN wired routers.

Average Price of Raw Materials
The key raw materials in SD-WAN routers are semiconductor chips, such as System on
Chip/CPU, and wireless communication modules, such as 4G LTE modules, which generally

make up to approximately half of the total raw materials cost of SD-WAN routers. In general, the
continuous improvement in electronic components will lower the cost of SD-WAN routers.
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The average historical prices of CPUs used in SD-WAN routers for every 1000 units between
2013 and 2015 is set out below:

CAGR
2013 2014 2015 2013 to 2015
CPUmodule . ............... Uss$7 US$6.8 US$6.8 -1.4%

The average historical price of wireless communication modules used in wireless SD-WAN
routers between 2013 and 2015 is set out below:

CAGR
2013 2014 2015 2013 to 2015
AGLTEmodule .............. Us$120 UsS$90 Us$77 -19.9%

While CPU modules prices have been stable, 4G LTE modules have followed a similar price
fall to that previous generations of wireless communication modules, as unit volumes grow and
the technology continues to be refined and improved.

According to the Quocirca Report, the continuous consolidation of the wireless
communication module supplier market leads to the exit of a number of players in the wireless
communication module supplier market, which, in turn, affects the price of wireless
communication modules. With any market dominance in the wireless communication module
supplier market, there is always a risk that innovation will stall or prices may increase. However,
according to the Quocirca Report, this is unlikely to happen given the increasing size of the
opportunity for wireless routers.
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LAWS AND REGULATIONS IN HONG KONG

The following are the principal laws and regulations that govern our business operations in
Hong Kong.

Business Registration Ordinance

The Business Registration Ordinance (Chapter 310 of the Laws of Hong Kong) requires every
person who carries on a business in Hong Kong to apply for business registration within one
month from the date of commencement of the business, and to display a valid business
registration certificate at the place of business. Hence, in respect of our operation in Hong Kong,
we are required to obtain business registration certificates.

Import and Export Ordinance

Pursuant to section 6A(2) of the Import and Export Ordinance (Chapter 60 of the Laws of
Hong Kong), a person who imports or exports “strategic commodities” as defined under Schedule
1 of the Import and Export (Strategic Commodities) Regulations (the “Regulations”), except
under and in accordance with an import or export licence, commits an offence and is liable:

(@) on summary conviction to a fine and imprisonment; and
(b) on conviction on indictment to a fine and imprisonment.

To ascertain whether items are “strategic commodities” as defined under the Regulations,
one may lodge an import/export licence or pre-classification application enclosing all technical
information and specifications of the goods with the Trade and Industry Department to determine
if a licence is necessary.

Telecommunications Ordinance

Under section 8 of the Telecommunications Ordinance (Chapter 106 of the Laws of Hong
Kong) (the “Telecommunications Ordinance”), a Radio Dealers Licence (Unrestricted) is
required for dealing in the course of trade or business in apparatus or material for
radiocommunications or in any component part of any such apparatus or in apparatus of any
kind that generates and emits radio waves whether or not the apparatus is intended, or capable of
being used, for radiocommunications.

Under the Radio Dealers Licence (Unrestricted), the licensee is permitted to deal in
radiocommunications apparatus pursuant to section 9 of the Telecommunications Ordinance. A
Radio Dealers Licence (Unrestricted) is generally valid for a period of 12 months, and is renewable
on payment of the prescribed fee, at the discretion of the Office of the Communications Authority.

Consumer Goods Safety Ordinance

Manufacturers and suppliers of defective products in Hong Kong may be subject to liability
for loss or any injury caused by such products. Pursuant to the Consumer Goods Safety
Ordinance (Chapter 456 of the Laws of Hong Kong), manufacturers, importers and suppliers of
consumer goods are required to comply with a general safety requirement and any approved
standard that applies to such products. The general safety requirement for consumer goods is
that the consumer goods are reasonably safe having regard to all of the circumstances. Where an
approved standard applies to consumer goods, the consumer goods shall be taken as complying
with the general safety requirement if they comply with the approved standard. The Consumer
Goods Safety Ordinance imposes criminal penalties for breach of safety requirements. Any
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person who sells unsafe goods commits an offence and is liable to a fine of HK$100,000 and an
imprisonment of 1 year on first conviction, and HK$500,000 and 2 years’ imprisonment on
subsequent conviction.

Besides the imposition of criminal liability for unsafe products, the Consumer Goods Safety
Ordinance empowers the Commissioner of Customs and Excise to serve a recall notice requiring
the immediate withdrawal of any consumer goods, which the Commissioner of Customs and
Excise believes to be unsafe or may have a significant risk to cause serious injury, from being
supplied and the retrieval of those items already supplied.

Sale of Goods Ordinance

In Hong Kong, contracts for the sale of goods are mainly governed by the Sale of Goods
Ordinance (Chapter 26 of the Laws of Hong Kong). The safety and suitability requirements of the
goods supplied are often treated as an implied term of the sale contract; and the ordinance
governs the meaning of certain implied terms or conditions and warranties.

Control of Exemption Clauses Ordinance

The Control of Exemption Clauses Ordinance (Chapter 71 of the Laws of Hong Kong)
regulates civil liability and has an impact on the effectiveness of any terms in the contract which
seeks to avoid liability for breach of contract, negligence or other types of breaches of duty. Both
of these statutes seek to supplement the common law position and provide further protection to
consumers or users as contracting parties.

Trade Marks Ordinance

The Trade Marks Ordinance (Chapter 559 of the Laws of Hong Kong) (the “Trade Marks
Ordinance”) provides for the registration of trademarks, the use of registered trademarks and
connected matters. Hong Kong provides territorial protection for trademarks. Therefore,
trademarks registered in other countries or regions are not automatically entitled to protection
in Hong Kong. In order to enjoy protection by the Laws of Hong Kong, trademarks must be
registered with the Trade Marks Registry of the Intellectual Property Department under the Trade
Marks Ordinance and the Trade Marks Rules (Chapter 559A of the Laws of Hong Kong) (the
“Trade Marks Rules”).

According to section 10 of the Trade Marks Ordinance, a registered trademark is a property
right acquired through due registration under such ordinance. The owner of a registered
trademark is entitled to the rights provided by the ordinance.

By virtue of section 14 of the Trade Marks Ordinance, the owner of a registered trademark is
conferred exclusive rights in the trademark. The rights of the owner in respect of the registered
trademark come into existence from the date of the registration of the trademark. According to
section 48 of such ordinance, the registration date is the filing date of the application for
registration.

Subject to the exceptions in section 19 to section 21 of the Trade Marks Ordinance, any use
of the trademark by third parties without the consent of the owner is an infringement of the
trademark. Conducts which amount to infringement of the registered trademark are further
specified in section 18 of the same ordinance.

The owner of the registered trademark is entitled to remedies under the Trade Marks

Ordinance once any infringement by third parties occurs, such as infringement proceedings
provided for in section 23 and section 25 of the Trade Marks Ordinance.
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Trademarks which are not registered under the Trade Marks Ordinance and the Trade Marks
Rules may still obtain protection by the common law action of passing off, which requires proof of
the owner’s reputation in the unregistered trademark, the public being misled or likely to be
misled by the defendant’s misrepresentation as to the ownership of the trademark, and that the
owner has suffered or is likely to suffer damage as a result.

Copyright Ordinance

The Copyright Ordinance (Chapter 528 of the Laws of Hong Kong) (the “Copyright
Ordinance”) currently in force in Hong Kong has come into effect since 27 June 1997. The
Copyright Ordinance provides comprehensive protection for recognised categories of literary,
dramatic, musical and artistic works, as well as for films, television broadcasts and cable
diffusion, and works made available to the public on the Internet, including copyrights works of
computer programmes.

Under the Copyright Ordinance, the owner of the copyright in a work gives the copyright
owner the exclusive right to, among other things, reproduce or issue copies of the work to the
public. It is an infringement for a third party to commit those acts without the consent of or a
licence from the copyright owner. If an infringement occurs, the copyright owner can bring an
action seeking damages or an injunction to restrain the unauthorised copying.

Regulations relating to Employment

A majority of our employees are located in Hong Kong. The main piece of legislation
governing conditions of employment in Hong Kong is the Employment Ordinance (Chapter 57 of
the Laws of Hong Kong) (the “Employment Ordinance”). It provides for various employment-
related benefits and entitlements to employees. Pursuant to the Employment Ordinance, all
employees covered, irrespective of their hours of work, are entitled to basic protections, including
payment of wages, restrictions on wages deductions and the granting of statutory holidays.
Employees who are employed under a continuous contract are further entitled to benefits such as
rest days, paid annual leave, sickness allowance, severance payment and long service payment.

A no-fault, non-contributory employee compensation system for work injuries is established
under the Employees’ Compensation Ordinance (Chapter 282 of the Laws of Hong Kong) (the
“Employees’ Compensation Ordinance”). The Employees’ Compensation Ordinance in general
applies to employees who are employed under a contract of service or apprenticeship.
Employees, employed in Hong Kong by local employers, are also covered if they are injured
while working outside Hong Kong. An employer is liable to pay compensation in respect of
occupational diseases specified in the Employees’ Compensation Ordinance suffered by the
employees; or in respect of injuries sustained by his employees as a result of an accident arising
out of and in the course of employment.

LAWS AND REGULATIONS IN THE U.S.

The following are the principal laws and regulations that govern our business operations in
the U.S.

Food and Drug Administration’s (the “FDA”) Regulations
The FDA regulates electronic products that emit radiation, and advises that all
manufacturers of electronic products must comply with general requirements under the Code

of Federal Regulations (“CFR”) 21 CFR 1000 through 1005. Manufacturers of electronic products
must comply with the general requirements under CFR 21, including a requirement to notify the
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FDA of any defect in an electronic product and the procedures for doing so, as well as
requirements to repair, replace, or refund the defective product and the attendant requirements
for doing so.

Violations of these regulations could result in (i) FDA administrative actions such as recall or
embargo of products, and together with the U.S. Customs Service, import alert, automatic
detention and refusal of products; and (ii) actions through U.S. district courts such as injunction
from shipping in interstate commerce or to require reporting and certification requirements, or
monetary penalties for failure to report, failure to certify or failure to comply with standards.

Federal Communications Commission (the “FCC”) Regulations

Under Title 47 of the CFR (the “FCC Regulations”), certain digital devices marketed in the
U.S. must meet prescribed FCC technical standards, or certification or verification requirements,
depending on the type and nature of the device.

A Class A digital device is defined under the FCC Regulations as a digital device that is
marketed for use in a commercial, industrial or business environment, exclusive of a device which
is marketed for use by the general public or is intended to be used in the home, and is subject to
verification requirement. The verification procedure requires that tests be performed on the
device to be authorised. These tests measure the levels of radio frequency energy that are
radiated by the device into the open air or conducted by the device onto the power lines. After
these tests are performed, a report must be produced showing the test procedure, the test
results, and some additional information about the device including design drawings. Once the
report is completed, the manufacturer (or importer for an imported device) is required to keep a
copy of it on file as evidence that the device meets the technical standards. The manufacturer or
importer must be able to produce this report on short notice on the request of the FCC. Once the
report is on file, a compliance label and FCC ID label must be affixed to the device. Also, an
information statement regarding the interference potential of the device and information about
any special accessories needed to ensure FCC compliance must be included in its instruction
manual. The manufacturer or importer is responsible for having the compliance label produced,
and for having it affixed to each device that is marketed or imported. Verified devices must be
uniquely identified. However, they may not be labelled with an FCC ID or in a manner that could
be confused with an FCC ID. Once the report showing compliance is in the manufacturer’s or
importer’s files, the compliance label has been attached to the device, and the information
statement has been included in the instructions, marketing of the device may begin. There is no
filing with the FCC required for verified equipment.

A Class B digital device is defined under the FCC Regulations as a digital device that is
marketed for use in a residential environment notwithstanding use in commercial, business and
industrial environments, and is subject to certification requirement. The certification procedure
requires that tests be performed on the device to be authorised. These tests measure the levels of
radio frequency energy that are radiated by the device into the open air or conducted by the
device onto the power lines. After these tests are performed, a report must be produced showing
the test procedure, the test results, and other additional information about the device including
design drawings. Certified digital devices are required to have a compliance label and FCC ID
label affixed to them. They also must have an information statement regarding the interference
potential of the device and information about any special accessories needed to ensure FCC
compliance included in their instruction manuals. The applicant for a grant of certification is
responsible for having the compliance label and FCC ID label produced, and for having it affixed
to each device that is marketed or imported.
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LAWS AND REGULATIONS IN ISRAEL

The following are the principal laws and regulations that govern our business operations in
Israel.

Import and Export Ordinance (New Version), 1979

Pursuant to the Import and Export Ordinance (New Version), 1979, the Minister of the
Economy is authorised, inter alia, to issue orders regarding the prohibition or the regulation of the
import of products in general or with regard to specific products.

Pursuant to clause 3(a) of the Import and Export Order (Engaging in Foreign Trade), 1982,
only the types of persons or entities listed in clause 2 thereof will be entitled to engage in the
import to and the export of goods from Israel. Where a foreign entity would wish to cause the
import of products into Israel, it would need either to establish an Israeli entity of its own (namely
a subsidiary), or to enter into an arrangement with a local entity, which would act as the importer
of record and apply for any necessary import permits.

Pursuant to the third chapter of the Customs Order (New Version), any products imported to
Israel are subject to the supervision of the Israeli Customs Authority, from the time such goods
are imported until their delivery for consumption in Israel. Pursuant to the fourth chapter thereof,
where the import of specific products is subject to restrictions or conditions, meaning that a
permit is necessary for their import, the customs authorities are authorised to stop the import of
such goods and not to release them unless appropriate permits are presented.

Communications Law (Telecommunications and Broadcasting), 1982

Products for which an import permit is required, the classification of products and the permit
requirement are set out in the Free Import Order, 2014 (the “Import Order”). Under the Import
Order, any communication equipment featuring wireless communication functions, and which
includes terminal equipment intended to connect to a national communications network, will
require a permit from the relevant body at the Ministry of Communications, under the
Communications Law (Telecommunications and Broadcasting), 1982.

Control of Commodities and Services Law, 1957

Certain types of products which are considered to incorporate encryption technology
require a Licence for Engagement in Encryption from the Ministry of Defence, in accordance with
the Order for Control of Commodities and Services (Engagement in Encryption ltems), 1974 (the
“Encryption Order”) and the Declaration of Control of Commodities and Services (Engagement in
Encryption Items), 1998, both promulgated under the Control of Commodities and Services Law,
1957. The Encryption Order stipulates that no one shall deal in encryption items unless he or she
has been licensed to do so by the Director of the Ministry of Defence and according to the terms
of licence.

The Encryption Order was promulgated under the Order for Control of Commodities and
Services, 1957 (the “Commodities Order”). Clause 39(b) of the Commodities Order states that
the penalty for acting without licence in a matter which requires a licence thereunder will be three
years imprisonment or a fine.
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LAWS AND REGULATIONS IN MALAYSIA

The following are the principal laws and regulations that govern our business operations in
Malaysia.

The Communications and Multimedia Act 1998

The Communications and Multimedia Act 1998 (the “CMA 1998”) came into force on 1 April
1999, setting out a new regulatory licensing framework for the communications and multimedia
industries in Malaysia. The CMA 1998 generally provides that any person who provides network
facilities, network services or application services must be licensed by the Malaysian
Communications and Multimedia Commission.

No CMA 1998 licence is required from the Malaysian Communications and Multimedia
Commission to import, distribute or sell wired and wireless routers in Malaysia.

Communications and Multimedia (Technical Standards) Regulations 2000

Notwithstanding the fact that no special CMA 1998 licences or permits are required to
import, distribute or sell wired and wireless routers in Malaysia, there is requirement under
Regulations 14 and 16 of the Communications and Multimedia (Technical Standards) Regulations
2000 to have such wired and wireless routers compliance approved and certified by a Malaysian
registered certifying agency (“SIRIM”) before these products may be sold to, or used by, end
customers in Malaysia.

Wired and wireless routers which are compliance approved and certified would bear SIRIM
stickers.

The use of and/or possession of wired and wireless routers with a view to selling them
without the necessary SIRIM compliance approval and certification (which is product specific)
under Regulation 16 of the Communications and Multimedia (Technical Standards) Regulations
2000 constitutes an offence which is punishable upon conviction with either a fine not exceeding
RM100,000 or a term of imprisonment of not more than 6 months or both.

Customs Act 1967

Section 31(1)(a) of the Customs Act 1967 (the “CA 1967”) provides that the Minister of
Finance of Malaysia may prohibit the importation into Malaysia or any part thereof, either
absolutely or conditionally, of any goods or class of goods. In this respect, the Minister of Finance
of Malaysia has recently amended the Customs (Prohibition of Imports) Order 2012 (as amended
by the Customs (Prohibition of Imports) (Amendment) (No. 4) Order 2015), subsidiary legislation of
the CA 1967, such that effective from 1 October 2015, the importation of certain IT products
including wired and wireless routers into Malaysia would only be possible if such IT products are
accompanied by certificates of approval issued by SIRIM. A failure to comply with the
requirements of Section 31(1) of the CA 1967 is an offence which is punishable with either a
fine not exceeding RM10,000 or a term of imprisonment of not more than 5 years or both.

LAWS AND REGULATIONS IN THE U.K.

The following are the principal laws and regulations that govern our business operations in
the U.K.
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Radio Equipment and Telecommunications Terminal Equipment Regulations

In the U.K., radio communications equipment is subject to the Radio Equipment and
Telecommunications Terminal Equipment Regulations 2000 (S| 2000/730) as amended by (i) The
Radio Equipment and Telecommunications Terminal Equipment (Amendment) Regulations 2003;
and (i) The Radio Equipment and Telecommunications Terminal Equipment (Amendment No.2)
Regulations 2003 (the “R&TTE Regulations”) which implement the R&TTE Directive 1999/5/EC
into English law. The R&TTE Regulations covers all equipment that uses the radio frequency
spectrum, with certain exceptions, and includes networking products such as routers.

Generally, it is considered that the manufacturer of radio communications equipment must
ensure that the equipment is designed to meet the essential requirements of the R&TTE
Regulations. However, the obligations of compliance are placed on the “responsible person”,
which is described as “the manufacturer of apparatus or his authorised representative within the
community, or any other person who places the apparatus on the market”. This definition widens
the responsibility to include other involved entities such as the importer, distributor and retailer of
the radio equipment, who must also act with due care to ensure that they do not place non-
compliant equipment on the market.

It is a requirement of the R&TTE Regulations that, at the time it is placed on the market, each
piece of radio equipment:

(i) has been tested with test reports made;

(i) meets the essential requirements, which includes requirements that radio equipment
must meet electromagnetic compatibility requirements and must be constructed so
that it uses the relevant part of the radio spectrum in a way that avoids harmful
interference;

(iii) has a full set of technical documentation, usually including test reports;

(iv) has a Declaration of Conformity; and

(v) has all of the required marking and labelling, including the 'CE’ mark, and is
accompanied by other required information.

SANCTION LAWS
United States

U.S. sanctions generally apply primarily to “U.S. Persons”, which includes:

(@) U.S. citizens and permanent resident aliens;

(b) any entity of any kind organised under U.S. law and their non-U.S. branches; and

(c) any individual or entity in the U.S.

The enabling statute for the relevant U.S. sanctions also establishes an offence for any
person, including non-U.S. Persons, conspiring to violate, or causing, aiding or abetting a

violation of sanctions. There is, therefore, a risk that non-U.S. Persons who engage in any
business conducted with any U.S. Person, or with any person in the U.S., that involves activities
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prohibited for U.S. Persons under U.S. sanctions, could themselves be considered to have
violated the sanctions. In addition, the “secondary” sanctions relating to Russia/Ukraine
discussed below apply directly to non-U.S. Persons.

U.S. Blocking Sanctions

Each of the sanctions regimes below contain asset freeze provisions targeted against
certain “Specially Designated Nationals” (the “SDNs”), which are included (with the exception of
certain targeted governments) on the Specially Designated Nationals and Blocked Persons list.
These provisions block all property and interests in property in the U.S. or in the possession of
U.S. Persons which belong to SDNs or entities owned, directly or indirectly, 50% or more by an
SDN or SDNs or persons/entities acting on their behalf (the “U.S. Blocking Sanctions”). OFAC
also maintains a number of other lists which are consolidated into the “Consolidated Sanctions
List”, which contains, inter alia, the parties designated by the Russian sectoral sanctions on the
Sectoral Sanctions Identifications List (the “SSI List”).

Céte D’lvoire (Ilvory Coast), Lebanon, Balkans, Belarus

During the Track Record Period, sanctions in respect of these countries comprised U.S.
Blocking Sanctions.

Iraq
During the Track Record Period, sanctions in respect of Iraq comprised:
(@) U.S. Blocking Sanctions;

(b) aprovision, terminated in May 2014, prohibiting and voiding any attachment, judgment,
decree, lien, execution, garnishment, or other judicial process with respect to:

(i) the Development Fund for Irag;

(i) all lragi petroleum and petroleum products, and interests therein (but only until
title passes to the initial purchaser), and proceeds, obligations, or any financial
instruments of any nature whatsoever arising from or related to the sale or
marketing thereof, and interests therein, in which any non-U.S. country or national
has any interest, that are in the U.S. or come within the U.S. or possession or
control of U.S. persons; and

(iii) any accounts, assets, investments, or any other property of any kind owned by,
belonging to, or held by the Central Bank of Iraq, or held, maintained, or otherwise
controlled by any financial institution of any kind in the name of, on behalf of, or
otherwise for the Central Bank of Iraq;

but not any final judgment arising out of a contractual obligation entered into by the
Government of Iraq, including any agency or instrumentality thereof, after 30 June
2004;

(c) aprohibition on trade in or transfer of ownership or possession of Iraqgi cultural property
or other items of archaeological, historical, cultural, rare scientific, and religious
importance which were illegally removed from Iraq since 6 August 1990 (or where there
is reasonable suspicion they were so removed).
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Myanmar (Burma)

During the Track Record Period, sanctions in respect of Myanmar (Burma) comprised:

(@)
(b)

U.S. Blocking Sanctions;

a prohibition on the exportation or re-exportation of financial services to Burma,
directly or indirectly, from the U.S. or by a U.S. Person (wherever located). In July 2012,
this prohibition was made subject to a general licence permitting such exportation/re-
exportation, with certain exceptions and in December 2015, a further general licence
was issued authorising transactions ordinarily incident to an exports to or from Burma
of goods, technology, or non-financial services, with certain exceptions;

a prohibition on the importation into the U.S. of any article that is a product of Burma.
However, in July 2012, this prohibition was made subject to a general licence
permitting such importation, except for: (i) transactions with persons subject to U.S.
Blocking Sanctions under the Burma regime; and (ii) importation of jadeite or rubies
mined or extracted from Burma, or articles of jewellery containing jadeite or rubies
mined or extracted from Burma or any other activity prohibited by Section 3A of the
Burmese Freedom and Democracy Act of 2003, as amended by the Tom Lantos Block
Burmese JADE (Junta’s Anti-Democratic Efforts) Act of 2008. In August 2013, the
prohibition was revoked and replaced by a specific prohibition on importation into the
U.S. of any jadeite or rubies mined or extracted from Burma and any articles of
jewellery containing jadeite or rubies mined or extracted from Burma;

a prohibition on certain kinds of “new investment” in Burma by U.S. Persons, meaning
certain activities entered into on or after 21 May 1997 relating to the economic
development of resources in Burma. However, in July 2012, this prohibition was made
subject to a general licence permitting such investment, except for: (i) new investment
pursuant to an agreement, or pursuant to the exercise of rights under such an
agreement, that is entered into with the Burmese Ministry of Defense, including the
Office of Procurement; any state or non-state armed group (which includes the
military); or any entity in which any of the foregoing own a 50% or greater interest; and
(i) transactions with any persons subject to U.S. Blocking Sanctions under the Burma
regime;

a prohibition on U.S. Persons (wherever located) approving, financing, facilitating, or
guaranteeing a transaction by a person who is a foreign person where the transaction
would be prohibited if performed by a U.S. Person or within the U.S. (although in June
2014 this narrowed to facilitation of the prohibitions in (b) and (d) above); and

visa bans on certain individuals connected to the State Peace and Development
Council, the Burmese military and the Union Solidarity and Development Association,
and also blocking of these individuals’ property and prohibition on financial
transactions with them, although the blocking provisions and financial transactions
prohibition were waived by the President in August 2013.

Russia/Ukraine

During the Track Record Period, sanctions in respect of Russia/Ukraine comprised:

(@)

U.S. Blocking Sanctions;
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(b)

(©)

“sectoral sanctions”: prohibitions on the following activities by U.S. person or within
the U.S.:

(i)

all transactions in, provision of financing for, and other dealings in:

(A) new debt of longer than 90 days maturity (for new debt between 16 July 2014
and 11 September 2014) or 30 days maturity (for new debt on or after 12
September 2014) or equity of certain designated entities in the Russian
financial services sector;

(B) new debt of longer than 90 days maturity of certain designated entities in the
Russian energy sector;

(C) new debt of longer than 30 days maturity of certain designated entities in the
Russia defence and related materiel sector; and

the provision, exportation, or re-exportation, directly or indirectly, of goods,
services (except for financial services), or technology in support of exploration or
production for deepwater, Arctic offshore, or shale projects that have the potential
to produce oil in the Russian Federation, or in maritime area claimed by the
Russian Federation and extending from its territory, and that involve certain
designated entities.

In each case the prohibitions extend to entities owned, directly or indirectly, 50% or
more by one or more of the designated entities;

certain prohibitions and restrictions in respect of Crimea:

(iii)

(iv)

new investment in the Crimea by a U.S. Person;

the importation into the U.S., directly or indirectly, of any goods, services, or
technology from the Crimea;

the exportation, re-exportation, sale, or supply, directly or indirectly, from the
U.S., or by a U.S. Person of any goods, services, or technology to the Crimea; and

facilitation by U.S. persons of transactions by non-U.S. Persons that would
breach these prohibitions if carried by a U.S. Person or within the U.S.;

“secondary” sanctions authorising the imposition of:

(i)

various restrictive measures on:

(A) Rosoboronexport, any Russian entities which transfer or broker the transfer
of military items to Syria, Georgia, Ukraine or Moldova or other countries
specified by the U.S. government, or which knowingly manufacture/sell
military items transferred to such countries, and any non-U.S. person who
supports such Russian entities with respect to such activities;

(B) any non-U.S. Person who knowingly makes a significant investment in a
“special Russian crude oil project”; and
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(i)

(C) Gazprom, if the U.S. government determines that Gazprom is withholding
significant natural gas supplies from member countries of NATO, or further
withholds significant natural gas supplies from countries such as Ukraine,
Georgia, or Moldova.

These restrictive measures include (among others) prohibitions on: the provision
to Sanctioned Persons of military items, related services and “dual-use” items;
any person dealing in any property subject to U.S. jurisdiction in which the
Sanctioned Person has an interest; U.S. persons dealing in certain debt and
equity of the Sanctioned Person; banking transactions subject to U.S. jurisdiction
in which the Sanctioned Person has an interest; and

prohibitions or restrictions on correspondent accounts or payable-through
accounts in the U.S. for non-U.S. financial institutions which: (i) knowingly
engage in significant transactions involving activities described in (d)(i) above for
Sanctioned Persons; or (i) has knowingly facilitated a significant financial
transaction on behalf of any Russian person subject to U.S. Blocking Sanctions
under the Russia/Ukraine regime.

European Union

E.U. sanctions apply:

(@)

(e)

within the territory of the E.U. (including its airspace), which means inter alia they apply

to non-E.U. citizens and companies to the extent of their presence or activity in the
E.U.;

on board any aircraft or any vessel under the jurisdiction of an E.U. Member State;

to any person inside or outside the territory of the E.U. who is a national of an E.U.

Member State;

to any legal person, entity or body inside or outside the territory of the E.U. that is

incorporated or constituted under the laws of an E.U. Member State; and

to any legal person, entity or body in respect of any business done in whole or in part
within the E.U.

The U.K. government may extend the application of specific E.U. sanctions to British
Overseas Territories such as the Cayman Islands and the BVI.

Strictly speaking, E.U. sanctions extend outside the E.U. only by way of the actions of E.U.
citizens and E.U. companies (and aircraft/vessels) (except to the extent of 2.1(a), 2.1(b) or 2.1(e)
above). However, E.U. companies must not take actions through non-E.U. subsidiaries that could
be seen as circumvention of E.U. sanctions.

E.U. Financial Sanctions

A number of the relevant E.U. sanctions regimes (as discussed below) contain provisions
relating to financial sanctions (the “E.U. Financial Sanctions”) against certain designated
individuals and entities (the “Designated Persons”) which include:

(f)

freezes on funds and economic resources belonging to, owned, held or controlled by

Designated Persons; and
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(9)

prohibitions on making funds or economic resources available, directly or indirectly, to
or for the benefit of Designated Persons.

It is effectively prohibited for persons required to comply with E.U. sanctions to trade with
Designated Persons (subject to available exceptions or obtaining a licence).

Belarus

During the Track Record Period, sanctions in respect of Belarus comprised:

(@)
(b)

(d)

E.U. Financial Sanctions;

a prohibition on the supply of arms and related material of all types to Belarus and also
a prohibition on the supply of related brokering services, technical assistance or
financing or financial assistance related to arms and related material of all types to or
for use in Belarus;

a prohibition on the supply of certain specified equipment which might be used for
internal repression to or for use Belarus and also a prohibition on the supply of
technical assistance, brokering services or financing or financial assistance related to
such equipment to or for use in Belarus; and

travel restrictions on certain persons.

Bosnia and Herzegovina

During the Track Record Period, sanctions in respect of Bosnia and Herzegovina:

()

(b)

provided for the imposition of E.U. Financial Sanctions, although no persons have
actually been designated; and

imposed travel restrictions on certain persons.

Céte D’lvoire (lvory Coast)

During the Track Record Period, sanctions in respect of Céte D’lvoire comprised:

()
(b)

E.U. Financial Sanctions;

a prohibition on the supply of arms and related material of all types (changed to “lethal”
materiel in July 2014) to Céte D’Ivoire and also a prohibition on the supply of technical
assistance or financing or financial assistance related to military activities to or for use
in Cote D’lvoire. The latter prohibition relating to technical assistance and financing/
financial assistance was repealed in July 2012;

a prohibition on the supply of certain specified equipment which might be used for
internal repression to or for use in Céte D’lvoire and also a prohibition on the supply of
technical assistance or financing or financial assistance related to such equipment to
or for use in Cote D’lvoire. The latter prohibition relating to technical assistance and
financing/financial assistance was repealed in July 2012;

a prohibition on the direct or indirect import of all rough diamonds from C6te D’lvoire to

the E.U. (in accordance with U.N. Security Council Resolution 1643 (2005) (lifted in July
2014);
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(e) a prohibition on purchasing, brokering or assisting in the issue of bonds or securities
issued or guaranteed by the illegitimate government of Mr Laurent Gbagbo, as well as
persons acting on its behalf or under its authority, or by entities owned or controlled by
it;

() a prohibition on providing loans, in any form, to the illegitimate government of Mr
Laurent Gbagbo, as well as to persons acting on its behalf or under its authority, or by
entities that it owns or controls; and

(g) travel restrictions on certain persons.

Egypt

During the Track Record Period, sanctions in respect of Egypt comprised E.U. Financial
Sanctions, which are considered above.

Iraq
During the Track Record Period, sanctions in respect of Iraq comprised:
(@) E.U. Financial Sanctions;
(b) aprohibition on the supply of arms and related material to Iraq (minimum E.U. Common
Military List); and
(c) certain prohibitions on importing into/exporting out of the E.U., and dealing in, certain
Iraqgi cultural items.
Lebanon

During the Track Record Period, sanctions in respect of Lebanon comprised:

(@) provisions for the imposition of E.U. Financial Sanctions, although no persons have
actually been designated;

(b) a prohibition on the supply of, and brokering services related to, arms and related
materiel of all types (minimum E.U. Common Military List) to Lebanon and also a
prohibition on the supply of technical assistance and financing or financial assistance
related to military activities and to arms and related materiel of all types to or for use in
Lebanon. The latter prohibition relating to technical assistance and financing/financial
assistance was repealed in July 2012; and

(c) travel restrictions on certain persons.
Myanmar (Burma)
During the Track Record Period, sanctions in respect of Myanmar comprised:
(@) a prohibition on the supply of, and brokering services related to, arms and related
materiel of all types (minimum E.U. Common Military List) to Myanmar and also a
prohibition on the supply of technical assistance or financing or financial assistance

related to military activities and to arms and related materiel of all types to or for use in
Myanmar; and
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(b)

a prohibition on the supply of certain specified equipment which might be used for
internal repression to or for use in Myanmar and also a prohibition on the supply of
technical assistance or financing or financial assistance related to such equipment to
or for use in Myanmar.

Russia/Ukraine

During the Track Record Period, E.U. sanctions in respect of Russia/Ukraine comprised:

(@)
(b)

E.U. Financial Sanctions;

a prohibition on the supply of, and brokering services related to, arms and related
materiel of all types to Russia and the import, purchase or transport of arms and related
materiel of all types from Russia, and a prohibition on provision of technical assistance
and financing or financial assistance related to related to the goods and technology
listed in the E.U. Common Military List;

a prohibition on the supply of “dual-use” items to Russia or for use in Russia where the
items are or may be intended for military end-uses or end users, and a prohibition on
related brokering services, technical assistance and financing or financial assistance.
“Dual-use items” are those listed in Annex | to Regulation 428/2009. There is also a
prohibition on supplies of dual-use items to certain designated Russian companies,
with prohibitions on related brokering services, technical assistance and financing/
financial assistance;

restrictions on supplies to Russia (including its Exclusive Economic Zone and
Continental Shelf) or to any other state for use in Russia, of certain specified
equipment for the oil and gas industry, together with related restrictions on brokering
services, technical assistance and financing/financial assistance. There is a general
prohibition on such supplies where they are for certain kinds of oil exploration and
production projects in Russia;

prohibition on the following “associated services” that are necessary for the oil
exploration and production projects described in (d) above: drilling; well testing;
logging and completion services; supply of specialised floating vessels;

prohibition on directly or indirectly purchasing, selling, providing investment services
for or assistance in the issuance of, or otherwise dealing with transferable securities
and money-market instruments with a maturity exceeding 30 days issued after 12
September 2014 by certain designated entities in the Russian financial, defence and
energy sectors and certain other entities related to them (for the entities in the financial
sector there is also a prohibition regarding transferable securities and money-market
instruments with a maturity exceeding 90 days issued between 1 August and 12
September 2014);

a prohibition on directly or indirectly making or being part of any arrangement to make
new loans or credit with a maturity exceeding 30 days to any entity referred to in (f)
above after 12 September 2014 (with certain exceptions);

restrictions on trade relating to Crimea and Sevastopol, including inter alia restrictions
on imports into the E.U., various kinds of investments, and supplies and services for
use in various economic sectors; and

travel restrictions on certain individuals.
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United Nations

U.N. sanctions are imposed by the United Nations Security Council (the “UNSC”), usually
acting under Chapter VIl of the U.N. Charter (the “U.N. Sanctions”). Decisions of the UNSC bind
members of the U.N. and override other obligations of U.N. member states.

The scope and extent of U.N. Sanctions regimes is determined through UNSC resolutions
(the “UNSCRs”). During the Track Record Period, U.N. sanctions were in place against Céte
d’lvoire, Irag and Lebanon. Each of these sanctions regimes is summarised below.

UNSCRs must be implemented by the national legislation of U.N. member states to be
binding on private individuals and entities. The U.K. generally extends the application of U.N.
sanctions to British Overseas Territories.

U.N. Financial Sanctions

Each of the regimes against Cote d’lvoire, Iraq and Lebanon contains provisions relating to
financial sanctions against certain designated individuals and entities, referred to as “designated
persons” (the “U.N. Financial Sanctions”). These include freezes on funds and economic
resources belonging to, owned, held or controlled by these designated persons and prohibitions
on making any funds, financial assets or economic resources available to or for the benefit of
designated persons. The U.N. publishes a Consolidated List of all individuals and entities
currently subject to sanctions measures imposed by the Security Council under all U.N. sanctions
regimes.

Céte D’lvoire (Ilvory Coast)

U.N. Sanctions on the Ivory Coast were imposed in 2004 by UNSCR 1572, in 2005 by
UNSCR 1643 and in 2011 by UNSCR 1975. As at 1 January 2012, the sanctions encompassed the
following restrictions:

(@ U.N. Financial Sanctions;

(b) travel restrictions on the above-mentioned persons;

() arms embargo (partially lifted in April 2014); and

(d) restrictions on the import of rough diamonds from the Ivory Coast, which were removed
in April 2014 (UNSCR 2153).

Irag

U.N. Sanctions on Iraq were first imposed in 1991 (by UNSCR 661). The sanctions currently
in force were implemented through a series of three UNSCRs in 2003 and 2004 (UNSCR 1483,
1546 and 1518), and that regime has continued since.

During the Track Record Period, U.N. Sanctions relating to Irag comprised:

(@ U.N. Financial Sanctions against persons and entities designated by the U.N.; and

(b) an arms embargo.
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Lebanon

U.N. Sanctions on Lebanon were imposed in 2005 (UNSCR 1636 and 1644) and 2006
(UNSCR 1701) and have continued to be in force since their establishment. During the Track
Record Period, they comprised:

(@ U.N. Financial Sanctions;
(b) travel restrictions on the above-mentioned persons;

() an arms embargo on all arms transfers not authorised by Government of Lebanon or
U.N. peacekeeping force; and

(d) a prohibition on any technical training and assistance relating to the provision,
manufacture, maintenance or use of the items listed in (c).

No individuals have been designated by the international independent commission
established by the Lebanese government to be subject to the U.N. Financial Sanctions and
travel restrictions.

Australia
Australia has a 2-pronged approach to sanctions. It implements:

(@ U.N. Sanctions which will typically be in line with those implemented by the United
States; and

(b) its own autonomous sanctions, which are punitive measures that the Australian
Government chooses to take (as opposed to measures it is obliged to take by virtue of
an UNSC resolution) as a foreign policy response to situations of international concern
(the “Autonomous Sanctions”).

The contemporary practice of the UNSC is to impose highly targeted measures aimed at
removing the circumstances that have led to a particular threat to, or breach of, international
peace and security.

The type of sanction determines how it is implemented in Australia:

(@ U.N. Sanctions are implemented through regulations made under the Charter of the
United Nations Act 1945 (Cth) (the “U.N. Charter Act”).

(i) Controls on trade of U.N. Sanctioned goods are implemented through the
Customs Act 1901 (Cth) (the “Customs Act”) and regulations made under the
Customs Act.

(i)  Travel bans and restrictions on people, or classes of people, designated by the

UNSC are implemented by the Migration Act 1958 and the Migration (United
Nations Security Council Resolutions) Regulations 2007.
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(b) Autonomous Sanctions are implemented under the Autonomous Sanctions Act 2011
(Cth) (the “ASA”) and the Autonomous Sanctions Regulations 2011 (the “ASA
Regulations”).

(i)  Controls on trade the subject of Autonomous Sanctions are implemented by the
Customs Act.

(i)  Travel bans and restrictions on people, or classes of people, designated by the
Minister for Foreign Affairs are implemented under the Migration Act and the
Migration Regulations 1994.

The Department of Foreign Affairs and Trade (the “DFAT”) administers the Australian
sanctions regime. DFAT’s website (www.dfat.gov.au) details the countries currently subject to
U.N. Sanctions or Autonomous Sanctions, and publishes DFAT’s Consolidated List which
includes all entities and persons to which the U.N. Charter Act and the Autonomous Sanctions
Act currently applies (i.e. designated persons or entities).

Australian sanctions have extraterritorial reach and apply to: (a) any person in Australia; (b)
any Australian anywhere in the world; (c) companies incorporated overseas that are owned or
controlled by Australians or persons in Australia; and (d) any person using an Australian flag or
vessel or aircraft to transport goods or transact services subject to sanctions.

Contravening an Australian sanctions law is a serious criminal offence under the U.N.
Charter Act and the ASA.

Ukraine

In relation to Ukraine, Australia imposes Autonomous Sanctions. Since 2 September 2014, it
is prohibited to directly or indirectly make an asset available to, or for the benefit of, a designated
person or entity, or to use or deal with an asset owned or controlled by a designated person or
entity.

Russia

In relation to Russia, Australia has legislated an autonomous sanctions regime since 31
March 2015. This regime includes the following restrictions and prohibitions:

(@) The direct or indirect supply, sale or transfer to Russia, for use in Russia, or for the
benefit of Russia, of (i) arms or related materiel; and (ii) items suited to particular
categories of exploration and production projects in Russia, including its Exclusive
Economic Zone and Continental Shelf.

(b) The export or provision of the following services:

(i) the provision to Russia, or to a person for use in Russia, of technical advice,
assistance or training; financial assistance; a financial service; or another service,
if it assists with, or is provided in relation to a military activity or the manufacture,
maintenance or use of arms or related materiel;

(i)  the provision to Russia, or to a person, entity or body for use in Russia, of drilling,
well-testing, logging and completion services, and the supply of specialised
floating vessels, necessary for particular categories of exploration and production
projects in Russia, including its Exclusive Economic Zone and Continental Shelf;
and

- 78 -



REGULATORY OVERVIEW

(iii) the provision to a person of an investment service if its assists with, or is provided
in relation to, a sanctioned commercial activity.

() The import, purchase or transport of arms or related materiel for Russia if the goods
originate in, or are exported from, Russia.

(d) Restrictions apply to certain commercial activities including the following (except
where certain exceptions apply):

(i) the direct or indirect purchase or sale of, or any other dealing with, bonds, equity,
transferable securities, money market instruments or other similar financial
instruments, if the financial instrument is issued by Russian state-owned banks,
entities involved in military supplies and services, or entities selling or transporting
crude oil and petroleum products, and has a maturity period exceeding 30 days;
and

(i) directly or indirectly making, or being part of any arrangement to make, loans or
credit if the loan or credit is made by an entity specified in the Autonomous
Sanctions (Russia, Crimea and Sevastopol) Specification 2015, and has a maturity
period exceeding 30 days.

Lebanon

In relation to Lebanon, Australia fully implements the UNSC sanctions regime.
Iraq

Australia also fully implements the UNSC sanctions regime in relation to Iraq.
Myanmar (Burma)

Australia imposes autonomous sanctions in relation to Myanmar, by restricting the provision
technical advice, assistance or training, financial assistance or services, or another service
without a sanctions permit: (a) to any person if it assists with, or is provided in relation to the
direct or indirect supply, sale or transfer of arms or related materiel to Myanmar, for use in
Myanmar, or for the benefit of Myanmar; or (b) to Myanmar or to a person for use in Myanmar, if it
assists with, or is provided in relation to, the manufacture, maintenance or use of arms or related

material (rule 13, ASA Regulations).

The direct or indirect supply, sale or transfer to Myanmar, for use in Myanmar, or for the
benefit of Myanmar, of arms or related materiel, is also prohibited (rule 12, ASA Regulations).
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OUR HISTORY

We are a well-established SD-WAN router vendor focusing on the design, development,
marketing and sales of our products and services. The history of our business can be traced back
to October 2006 when our major operating subsidiary, Pepwave, was incorporated in Hong Kong
for designing, developing and marketing of wireless broadband devices and solutions, and was
founded by our Chairman and executive Director, Mr. Chan, through Tramunta Ventures with his
personal funds. Mr. Chan has more than 28 years of experience in electronic engineering and
information technology industry. Please refer to the section headed “Directors, Senior
Management and Staff” in this prospectus.

In August 2007, Peplink International, which is now one of our major operating subsidiaries,
was incorporated for designing, developing and marketing of Balance series multi-WAN routers.
In August 2011, having considered to further expand our business and to provide supporting
services for our Malaysian customers and for the development of our products, Mr. Chan decided
to incorporate Pismo Research (Malaysia) in Malaysia. For further details of our operating
subsidiaries, please refer to the paragraph headed “Our Corporate Development” in this section.

Our Group designed, developed and launched our major product lines, including Balance
series, MAX series and MediaFast series routers between 2007 and 2012. Since 2007, our
customers have included enterprise and industry users in North America and EMEA. The end
users of our products include enterprises and organisations in the transportation, retail, and
education industries. To further enhance the functionalities of our products, our Group developed
and launched InControl, our proprietary cloud management and administration software for our
products, in 2008. The details of our major products and software licences can be referred to the
section headed “Business — Products and Services” in this prospectus.

OUR KEY BUSINESS MILESTONES

We have expanded our business both locally and internationally. Our major business
milestones and achievements are set out below:

Year Events
October 2006. . . ... ... ° Pepwave was incorporated for designing, developing and
marketing of wireless broadband devices and solutions

August 2007 ......... ° Peplink International was incorporated for designing,
developing and marketing of Balance series multi-WAN routers

September 2007 . ... .. ° We launched our online store on the Internet
April2008 . ... ... .... ° We launched our MAX series wireless routers
September 2008 ... ... e  We launched InControl cloud management and administrative

software, and SD-WAN routers

December 2009 . ... ... ° We filed the first patent application in the U.S. for our WAN
bonding technology, which was later branded SpeedFusion

August 2011 . ..... ... ° Pismo Research (Malaysia) was incorporated for further
expanding our business and providing support services for our
Malaysian customers and for the development of our products

July 2012 ........... ° We launched MediaFast series routers
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Year Events
July 2013 . .......... ° We sold our MediaFast series routers to a customer in Malaysia
for use in education industry

February 2014 . . ... ... ° Our MAX series routers were selected for building an emergency
communication network for the repair of storm-damaged
Dawlish railway station in the U.K.

July 2014 . .......... ° We provided our MAX series routers to a renowned technology
company in the U.S. through a distributor for deployment on
buses

November 2014 . ... ... ° We commenced our business relationship with one of the

world’s leading airlines

January 2015. . . ... ... ° One of the world’s largest vessels deployed our MAX and
Balance series routers

April2015 . ... .... ... ° We were granted the first U.S. patent for our WAN bonding
technology

May 2015 . .......... ° Our Company was incorporated in the Cayman Islands

November 2015. .. .. .. ° Pepwave was awarded the 2015 Deloitte Technology Fast 50

China 2015Z# SRR RFBS0RERAH 2 £)
OUR CORPORATE DEVELOPMENT
We set out below the corporate history and shareholding changes of our major subsidiaries:
Hong Kong subsidiaries
Pepwave

Pepwave was incorporated in Hong Kong on 13 October 2006 by Tramunta Ventures. At the
date of its incorporation, Pepwave’s authorised share capital was HK$10,000 divided into 10,000
shares of HK$1 each, of which one fully-paid share was issued to Tramunta Ventures. As a result
of the Reorganisation, on 22 April 2015, Tramunta Ventures transferred its entire equity interest in
Pepwave to Protean Holdings at a consideration of HK$1, being the value of the total share
capital of Pepwave.

Pepwave is currently principally engaged in design, development, marketing and sales of
SD-WAN routers and solutions.

Peplink International

Peplink International was incorporated in Hong Kong on 22 August 2007 by Tramunta
Ventures. At the date of its incorporation, Peplink International’s authorised share capital was
HK$10,000 divided into 10,000 shares of HK$1 each, of which 1,000 fully-paid shares were
issued to Tramunta Ventures. As a result of the Reorganisation, on 22 April 2015, Tramunta
Ventures transferred its entire equity interest in Peplink International to Protean Holdings at a
consideration of HK$1,000, being the value of the total share capital of Peplink International.
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Peplink International is principally engaged in design, development and marketing of SD-
WAN routers and solutions.

Pismo Labs

Pismo Labs was incorporated in Hong Kong on 13 October 2006 by Tramunta Ventures. At
the date of its incorporation, Pismo Labs’s authorised share capital was HK$10,000 divided into
10,000 shares of HK$1 each, of which one fully-paid share was issued to Tramunta Ventures. As a
result of the Reorganisation, on 22 April 2015, Tramunta Ventures transferred its entire equity
interest in Pismo Labs to Protean Holdings at a consideration of HK$1, being the value of the total
share capital of Pismo Labs.

Pismo Labs is principally engaged in the R&D of SD-WAN routers.
Pismo Labs Technology

Pismo Labs Technology was incorporated in Hong Kong on 14 November 2006 by Tramunta
Ventures. At the date of its incorporation, Pismo Labs Technology’s authorised share capital was
HK$10,000 divided into 10,000 shares of HK$1 each, of which one fully-paid share was issued to
Tramunta Ventures. As a result of Reorganisation, on 22 April 2015, Tramunta Ventures
transferred its entire equity interest in Pismo Labs Technology to Protean Holdings at a
consideration of HK$1, being the value of the total share capital of Pismo Labs Technology.

Pismo Labs Technology owns the intellectual property of our Group.
Overseas subsidiaries
Pismo Research (Malaysia)

Pismo Research (Malaysia) was incorporated in Malaysia on 3 August 2011 with an
authorised share capital of RM500,000 divided into 500,000 shares of RM1 each, of which one
fully-paid share each was issued and allotted to Mr. Chan and Ms. Chow Yuk Lan, respectively,
representing 50% each of the issued paid up share capital of Pismo Research (Malaysia).

On 23 September 2011, Mr. Chan and Ms. Chow Yuk Lan transferred their respective equity
interest in Pismo Research (Malaysia) at par value to Tramunta Ventures. On the same date,
Tramunta Ventures subscribed 349,998 shares in Pismo Research (Malaysia) at par value. As a
result of the Reorganisation, on 20 April 2015, Protean Holdings entered into a sale and purchase
agreement with Tramunta Ventures to acquire the entire equity interest in Pismo Research
(Malaysia) from Tramunta Ventures at a consideration of RM350,000, being the nominal value of
the total issued share capital of Pismo Research (Malaysia). As at the Latest Practicable Date,
Pismo Research (Malaysia) had an issued share capital of RM350,000 divided into 350,000 shares
of RM1 each.

Pismo Research (Malaysia) is principally engaged in development of SD-WAN routers in
Malaysia.

Peplink Worldwide
Peplink Worldwide was incorporated in the BVI as a limited liability company on 20 October

2011 with an authorised share capital of US$50,000 divided into 50,000 shares of US$1 each, of
which one share of US$1 was issued to Tramunta Ventures.
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As part of the Reorganisation, on 22 April 2015, Tramunta Ventures transferred its entire
equity interest in Peplink Worldwide to Protean Holdings at a consideration of US$1, being the
nominal value of Peplink Worldwide.

Peplink Worldwide was principally engaged in overseas trading of SD-WAN routers and it
has ceased operation since January 2016.

REORGANISATION

We reorganised our corporate structure in preparation for, and in connection with the
Listing. Following completion of the Reorganisation, our Company becomes the holding company
of our Group. The steps of the Reorganisation are set out below.

1. On 6 February 2015, Pegatrack was incorporated in Hong Kong as a limited liability
company. As at the date of incorporation, the share capital of Pegatrack of HK$1
divided into one share, which was wholly owned by Mr. Chan. Pegatrack is principally
engaged in investment holding, including entering into the tenancy agreements for our
office premises in Hong Kong.

2. On 8 April 2015, Protean Holdings was incorporated in the BVI as a limited liability
company with an authorised share capital of US$50,000 divided into 50,000 shares of
US$1 each. On 17 April 2015, Mr. Chan subscribed for one share at par value in
Protean Holdings. Protean Holdings is principally engaged in investment holding.

3. On 20 April 2015, Protean Holdings entered into a sale and purchase agreement with
Tramunta Ventures to acquire the entire issued share capital of Pismo Research
(Malaysia) from Tramunta Ventures at a consideration of RM350,000, being the nominal
value of the total issued share capital of Pismo Research (Malaysia).

4. On 22 April 2015, Protean Holdings entered into five sale and purchase agreements
with Tramunta Ventures to acquire the entire issued share capital of each of our
subsidiaries, namely Peplink International, Pepwave, Pismo Labs, Pismo Labs
Technology and Peplink Worldwide from Tramunta Ventures. The consideration of
each of the transfers was negotiated on an arm’s length basis, with reference to their
respective value of the total share capital, the details of which are set out in the table

below:
Date of completion of share

Name of our subsidiaries transfer Consideration
Peplink International. . . .......... 22 April 2015 HK$1,000
Pepwave..................... 22 April 2015 HK$1
PismolLabs................... 22 April 2015 HK$1
Pismo Labs Technology . ... ...... 22 April 2015 HK$1
Peplink Worldwide . . . ... ........ 22 April 2015 US$1

5. On5 May 2015, our Company was incorporated in the Cayman Islands as an exempted
company with limited liability. Our Company was registered as a non-HK company
under Part 16 of the Companies Ordinance on 15 July 2015 and becomes the holding
company of our Group upon completion of the Reorganisation. As at the date of the
incorporation, our Company had an authorised share capital of HK$380,000 divided
into 38,000,000 Shares. On 5 May 2015, one fully paid Share was transferred from Reid
Services Limited, an Independent Third Party, to Mr. Chan at par value.
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On 20 May 2015, Protean Holdings acquired the entire issued share capital in
Pegatrack from Mr. Chan at a consideration of HK$1, being the value of the total share
capital of Pegatrack.

On 4 September 2015, Pacific Smart was incorporated in Hong Kong as a limited
liability company with an authorised share capital of HK$1 divided into one share
wholly owned by Protean Holdings. As at the Latest Practicable Date, Pacific Smart did
not commence business.

On 15 June 2016, Mr. Chan and our Company entered into a sale and purchase
agreement pursuant to which Mr. Chan transferred his entire interest in Protean
Holdings to our Company for a consideration of HK$53,387.25 (being the net asset
value of Protean Holdings as at 30 April 2016). As settlement of consideration of such
transfer, our Company allotted and issued one Share to Mr. Chan, credited as fully
paid. Upon completion of such transfer, our Company becomes the holding company
of our Group, Protean Holdings became our direct wholly-owned subsidiary, and
Peplink International, Pepwave, Pismo Labs, Pismo Labs Technology, Pismo Research
(Malaysia), Peplink Worldwide, Pegatrack and Pacific Smart became the indirect wholly
owned subsidiaries of our Group.

On 21 June 2016, the authorised share capital of our Company was increased by
HK$39,620,000 from HK$380,000 divided into 38,000,000 Shares to HK$40,000,000
divided into 4,000,000,000 Shares.

SHAREHOLDING AND CORPORATE STRUCTURE

The shareholding and corporate structure of our Group immediately before completion of the
Reorganisation is set out as below:
Mr. Chan
100% 0.01%
Tramunta
Ventures M9
(BVI)
100% 100% 100% 100% 100% 100% 99.99% 100%
Peplink Pismo Labs Pismo Peplink Glamour Conficienc
pir Pepwave Pismo Labs Research pin Technolgoies L y
International Technology : Worldwide . e Limited tee3
(HK) (HK) (HK) (HK) (Malaysia) BVI) Limited 2 (HK)
(Malaysia) (HK)
Notes:

Tramunta Ventures was incorporated in the BVI on 22 March 2001 with an authorised share capital of
US$50,000 divided into 50,000 shares of US$1 each at the date of incorporation. Tramunta Ventures was
acquired by Mr. Chan on 2 March 2004 whereupon Mr. Chan became the sole shareholder of Tramunta
Ventures. Tramunta Ventures was an investment holding company which held the subsidiaries of our Group,
namely Peplink International, Pepwave, Pismo Labs, Pismo Labs Technology, Pismo Research (Malaysia),
Peplink Worldwide, as well as other companies, those are Glamour Technologies Limited (2R B R A 7))
and Conficiency Limited, prior to the Reorganisation. In preparation of the Listing, after the transfer of Peplink
International, Pepwave, Pismo Labs, Pismo Labs Technology, Pismo Research (Malaysia) and Peplink
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The
Reorgani

Worldwide to Protean Holdings as a result of the Reorganisation, Tramunta Ventures was separated from our
Group and remains the holding company for Glamour Technologies Limited (BERIEBRAT) and
Conficiency Limited, the two subsidiaries which were excluded from our Group.

Glamour Technologies Limited (/2R BR A7) was incorporated in Hong Kong as a limited liability
company on 8 December 2000 with an issued share capital HK$10,000 divided into 10,000 shares of HK$1
each. As at the Latest Practicable Date, 9,999 and one issued share of Glamour Technologies Limited (&%}
B FRA ) were held by Tramunta Ventures and Mr. Chan respectively. Glamour Technologies Limited ()&
BB R 2 7)) has been engaged in management services, which were not related to the core business of our
Group. Accordingly, it was excluded from our Group as part of the Reorganisation.

Conficiency Limited was incorporated in Hong Kong on 21 June 2005, with an issued share capital of
HK$1,104,313 divided into 1,104,313 shares of HK$1 each, held by Tramunta Ventures as at the Latest
Practicable Date. Conficiency Limited is principally engaged in investment holding which was not related to
the core business of our Group. As such, it is excluded from our Group as part of the Reorganisation.

shareholding and corporate structure of our Group after completion of the
sation but before the Global Offering and Capitalisation Issue is set out as below:

Mr. Chan

100%

Our
Company
(Cayman Islands)

100%

Protean Holdings
(BVI)

100%

100% 100% 100% 100% 100% 100% 100%

Pismo

Peplink
International
(HK)

Pepwave
(HK)

Pismo Labs
(HK)

Pismo Labs
Technology
(HK)

Research
(Malaysia)
(Malaysia)

Peplink
Worldwide
(BVI)

Pegatrack
(HK)
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The shareholding and corporate structure of our Group immediately after completion of the
Global Offering and Capitalisation Issue (taking into no account of any Shares which may be
allotted and issued pursuant to exercise of the Over-allotment Option or any options may be
granted under the Share Option Scheme) is set out as below:

Mr. Chan Public
75% 25%
Our
Company
(Cayman Islands)

100%

Protean Holdings

(BVI)
100% 100% 100% 100% 100% 100% 100% 100%
Peplink Pismo Pismo Peplink
Inter ngti onal Pepwave Pismo Labs Labs Research Worl%wi de Pegatrack Pacific Smart
(HK) (HK) Technology (Malaysia) (HK) (HK)
(HK) 9 (BVI)
(HK) (Malaysia)
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OVERVIEW

We are a well-established SD-WAN router vendor focusing on the design, development,
marketing and sale of our products and services. Our products and services are used by
enterprise users, such as multinational companies, as well as industry users, including those in
the transportation, retail and education industries. SD-WAN router market is a subset of the
global router market. According to the Quocirca Report, the market size of global SD-WAN
routers represents a small fraction of the global router market comprising only approximately
1.9% of the global router market and we are the fifth largest SD-WAN router vendor internationally
in 2015 in terms of revenue value. Further, according to the Quocirca Report, the SD-WAN router
market is projected to grow at a CAGR of 31.8% from 2015 to reach approximately US$1.51
billion in 2020.

We market and sell our products and services to customers and end users under our own
brands namely “Peplink” and “Pepwave”. We derive our revenue mainly from the sale of our self-
developed SD-WAN routers, categorised into wired and wireless, which run our patented and
proprietary technology, namely SpeedFusion, which is a technology specifically designed to bond
multiple WAN connections and create a secured private network. In addition, we derive our
revenue from the grant of our software licences, including SpeedFusion and InControl cloud
service for managing our devices, and the provision of warranty and support services in
connection with our SD-WAN router products.

The table below sets out our revenue by product/service category during the Track Record
Period:

For the year ended 31 December

2013 2014 2015
Revenue % of total Revenue % of total Revenue % of total
US$’000 % US$’000 % US$’000 %
SD-WAN routers:
Wired . .......... . ... ... ... 6,487 48.8 7,493 41.8 6,987 32.0
Wireless . ... ... . . .. 4,503 33.8 7,635 42.5 10,685 48.9
Warranty and support services:
Embedded warranty . . . ........... 1,030 7.7 1,721 9.6 2,499 11.4
Additional warranty and support . . . .. 802 6.1 860 4.8 1,406 6.4
Software licences. . ... ............. 484 3.6 237 1.3 282 1.3
Total. . .......... ... ... ... ...... 13,306 100.0 17,946 100.0 21,859 100.0

For each of the three years ended 31 December 2015, our total revenue was approximately
US$13.31 million, US$17.95 million and US$21.86 million, respectively. For each of the three
years ended 31 December 2015, our net profit was approximately US$2.57 million, US$3.74
million and US$3.36 million, respectively.

We sell our products and services mainly through an extensive network of distributors which
consists of Independent Third Parties with whom we generally have entered into non-exclusive
framework distribution agreements. As at 31 December 2015, we had 415 distributors in
approximately 70 countries, an increase from 309 distributors in the beginning of 2013. For each
of the three years ended 31 December 2015, the sale of our products to our distributors
contributed to approximately 82.2%, 88.1% and 92.6% of our total revenue, respectively. Apart
from sales through our network of distributors, we also sell our products and services to direct
customers through our online store.

In November 2015, we were awarded the 2015 Deloitte Technology Fast 50 China (20151Z£)
SR EKRRETE5S0REEH 2 £) to recognise our continuous innovation excellence.
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Our R&D team, which is based at our headquarters in Hong Kong and in our Malaysia office,
is mainly divided into two groups, namely the hardware R&D team and the software R&D team,
and is responsible for conducting R&D and quality control. We expect the increasing use of
business Internet and mobile connectivity will drive the demand for our SD-WAN routers and
SpeedFusion licences. We plan to enrich our product and service portfolio in order for our end
users to have reliable and high-bandwidth WAN connections. We will also continue to enhance
brand recognition and expand our distribution network to promote sales. Our R&D expenses were
approximately US$3.14 million, US$3.97 million and US$3.91 million for each of the three years
ended 31 December 2015.

COMPETITIVE STRENGTHS

We believe that the following competitive strengths distinguish us from our competitors and
contributed to our success.

We are dedicated to design, develop and market reliable and easy-to-use SD-WAN routers

We focus on the design, development, marketing and sale of SD-WAN routers. Since 2007,
we have been building a comprehensive range of products and services, which enables us to
meet different networking demands of our end users effectively. We strive to design and develop
our SD-WAN routers with a reliable and easy-to-use software and hardware to satisfy our end
users’ demands. For our SD-WAN routers which are under warranty or with valid licences, our SD-
WAN routers can be easily managed using our InControl cloud service, which can reduce the
complexity of installation, maintenance and management of SD-WAN routers. As a standalone
service, InControl has been able to increase our recurring revenue. In addition, our SD-WAN
routers are supported by our patented SpeedFusion technology. We believe that SpeedFusion
distinguishes us from our competitors and is capable of providing secured connections and
bonding multiple WAN connections.

We do not have our own manufacturing plants. Instead, we leverage manufacturing services
provided by renowned contract manufacturers, which are mainly based in Taiwan and some of
them have been manufacturing information and communication technology products, for other
technology companies. This allows us to better allocate our resources, reduce manufacturing
overheads and maintain high product quality.

We have strong R&D capabilities

We have strong R&D capabilities with a track record for developing and commercialising
innovative routers and services. All of our SD-WAN routers are developed by our R&D team.
During the Track Record Period, our R&D team has developed MediaFast series routers and MAX
HD4 routers. Our R&D team is committed to develop innovative technology. In November 2015,
we were awarded the 2015 Deloitte Technology Fast 50 China (2015Z &5/ s R & T E 508 &
BH H 2 £) to recognised our continuous innovation excellence. As at 31 December 2015, we have
been granted four patents from the United States Patent and Trademark Office and filed 161
patent applications internationally for the intellectual properties developed by our R&D team.
Details of the patents obtained by are set out in the section headed “Statutory and General
Information — Further Information about the Business of Our Group — 8. Intellectual property
rights of our Group” in Appendix IV to this prospectus.

Our R&D team is specialised in developing solutions that are user-centred and has the ability
to cater specific end user needs. For example, MediaFast series was developed for a customer
that requires caching and our R&D team was able to develop such product to meet the
functionalities and requirements.
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We have been able to introduce products through technological innovations to use in a wide
range of industries, including transportation, retail and education. We have also enhanced the
hardware of most of our SD-WAN routers with a view to improving performance.

During the Track Record Period, R&D expenses represented approximately 23.6%, 22.1%,
and 17.9% of our total revenue, respectively. Our skilled R&D team consists of international and
local skilled personnel with extensive experience in their respective fields. We have one central
R&D facility and one supporting testing facility located at our headquarters in Hong Kong. As at
31 December 2015, we had 51 R&D staff, comprising 10 hardware engineers and 41 software
engineers, of which approximately 86.3% attained tertiary education and approximately 27.5%
has master’s degree or higher qualification.

We have established an extensive distribution network

We have established an extensive distribution network which we built up in approximately
ten years to facilitate the sale of our products and services. The number of distributors has
increased from 309 at the beginning of 2013 to 415 as at 31 December 2015 in approximately 70
countries.

With the cooperation with our distributors, to whom we provide product education and
marketing support, we take full advantage of their sales networks and geographical advantages
to make available our products to a wide range of end users in different countries. We believe that
such networks and advantages have strengthened our marketing ability and have helped increase
the sales of our products. Our Directors consider that our extensive distribution network coverage
is difficult to replicate and provides us with a competitive advantage and minimising our reliance
on any single sales channel.

We have comprehensive and close relationship with our distributors and end users through
our website and regular discussions through our online Community Forum

We have a comprehensive website (www.peplink.com) that showcases our products,
conducts sales, and hosts an online Community Forum for our distributors, prospective
customers and end users to contact us directly.

By focusing on end users’ feature requests, we are able to respond quickly and identify
challenges that our end users may have encountered. Our marketing team and R&D team will then
determine whether there is a market need for solving the challenge and how we should invest
resources to develop products and services for such market need.

We mainly rely on our online Community Forum to communicate with our distributors,
prospective customers and end users. They can post their enquiries, comments, feature requests,
feedback and responses on our online Community Forum from which we seek to identify features
and products that we believe our end users look for. There is no restriction on the qualification to
obtain free membership of our online Community Forum.

In addition to our online Community Forum, we also discuss with our distributors regularly
through conference calls, emails and visits to gather information about their feature requests and
ideas for our product improvements.

We have a stable and dedicated management team with extensive industry experience

We are a technology-focused enterprise and believe that our expertise in networking

industry is key to our success. As such, we promote innovation with a view to maintaining our
technological strength.
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We possess strong innovation capabilities supported by our senior management who has
extensive experience in the technological, managerial and industrial fields and is dedicated to
product innovation and development. Mr. Chan, the founder of our Group and the Chairman of
our Board, possesses over 28 years of experience in electronic engineering and information
technology industries and provides leadership and vision to our Group. A majority of our
executive Directors have been with us for more than nine years and have been executing business
strategies, identifying market opportunities and guiding our development of new products.

We believe that we will be able to continue to capitalise on the industry expertise,
professional management skills and strong capability of our senior management team, and
successfully formulate and implement our development strategies in the industry where we
operate.

BUSINESS STRATEGIES

Our principal business objective is to further strengthen our position in the design,
development, marketing and sale of SD-WAN routers. We intend to achieve this business
objective by pursuing the following strategies:

Continue to strengthen our ability to innovate, expand our R&D capability on new
technologies and broaden functionality and application of our products

We believe that our strong R&D capabilities represent our core competency and are critical
in expanding our product offering, strengthening our product features and broadening the
functionality and application of our products. Our ability to keep up with the rapidly-evolving
technologies for SD-WAN routers provides us with a competitive advantage in capturing growth
opportunities in our industry.

Expansion of our R&D team

After the Listing, we will continue to strengthen our R&D capabilities. The amount budgeted
for our Group’s R&D activities (excluding capital expenditure for establishment of our R&D centre
and upgrade of R&D facilities) is approximately US$4.25 million, US$5.34 million, US$5.77 million
and US$6.12 million for the years ending 31 December 2016, 2017, 2018 and 2019, respectively.
Our R&D expenses will be mainly used for salaries and benefits of our engineering, testing and
supporting staff, product testing, certification, tooling and components expenses for R&D
purposes. The expenditures for our R&D activities will be partly satisfied by the net proceeds from
the Global Offering and partly satisfied by our Group’s operating cash flow. The increase in the
budgeted amount for our Group’s R&D activities from 2016 to 2019 is mainly attributable to our
expansion plan of our R&D team.

Our R&D team forms our largest department. We intend to further expand it by recruiting
more experienced and talented engineers with relevant skills and expertise in the industry.
Approximately HK$26.89 million (equivalent to approximately US$3.47 million) of the net
proceeds from the Global Offering will be used to strengthen our R&D capabilities through
expansion of our R&D team. Our plan for use of the net proceeds from the Global Offering for
expansion of our R&D team is set out as follows:

Approximate amount of net
Year proceeds used Description

2016. .. US$67,000 (Note 1) ° To employ one director of information technology,
expected to have 10 years of relevant industry and
management experience in multinational corporation
with relevant university degrees, in the last quarter of
2016 to strengthen our internal information
technology system and software development
capabilities
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Approximate amount of net
Year proceeds used Description

° To employ three senior software engineers and three
junior software engineers, expected to have seven
years and three years of relevant industry experience
and relevant university degrees, respectively, in the
last quarter of 2016 in order to support our new
developments

2017 . .. US$942,000 (Note 2) ° To employ three senior hardware engineers and two
senior network engineers, expected to have seven
years of relevant industry experience and relevant
university degrees, in order to strengthen our
hardware and software development capabilities

° To employ three junior mobile application developers,
expected to have three years of relevant industry
experience and relevant university degrees, in order
to strengthen mobile application development
capabilities

2018 ... US$978,000 (Note 2) ° To employ three senior hardware engineers and three
senior network engineers, expected to have seven
years and five years of relevant industry experience
and relevant university degrees, respectively, in last
quarter of 2018 to strengthen our hardware and
software development capabilities

2019. .. US$1,482,000 (Note 2) ° To employ two mobile application developers and
three quality assurance engineers, expected to have
five years of relevant industry experience and relevant
university degrees, in order to strength our software
development and quality assurance capabilities

Notes:

1. The R&D staff are expected to be employed in the last quarter of 2016, as such the net proceeds to be used
for the relevant salaries are comparatively low in 2016. Comparing with 2016 figures, the approximate amount
of the net proceeds used in 2017 to 2019 are comparatively high, since those amounts include the salaries of
the R&D staff employed in previous year(s).

2. The amount includes the salaries of the employees employed in previous year(s).
Establishment of R&D centre and upgrade of R&D facilities

After the Listing, we will continue to invest in capital expenditures for our future expansion.
The amount budgeted for total capital expenditures is approximately US$0.27 million, US$2.51
million, US$1.61 million and US$0.90 million for the years ending 31 December 2016, 2017, 2018
and 2019, respectively. We will enhance our R&D facilities and upgrade our testing equipment,
such as establishing a R&D centre to accelerate product development and automate our product
testing. Since our existing leased properties do not have enough floor area for establishment of
the R&D centre, we will need to locate a property for that purpose. Given the design of the R&D
centre has to meet special requirements, relocation and renovation is relatively time consuming
and costly. In light of this, we plan to purchase our own property for establishment of our R&D
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centre in mid of 2017 in order to maintain a stable environment for our continuous R&D works.
The total capital expenditure for the R&D centre is estimated to be approximately HK$15.06
million (equivalent to approximately US$1.94 million) which will be satisfied by the net proceeds
from the Global Offering. The total capital expenditure for the R&D centre forms part of the above
2017 budget amount for total capital expenditures. The R&D centre is expected to be ready for
use by end of 2017 and will be equipped with infrastructure needed to simulate complex
thousand-site SD-WAN networks, giving our R&D team the unprecedented ability to quickly
observe the effects of the improvements. It will also contain fully automated regression testing
facilities for SpeedFusion networks which will provide our developers with a valuable tool for
testing the integrity of new software. Further, it will perform tests in an efficient manner, freeing
our resources to focus on new innovations to strengthen our technological leadership.

In addition to the establishment of our R&D centre, we will also upgrade our R&D facilities.
The total capital expenditure budgeted for upgrade of our Group’s R&D facilities is approximately
US$0.14 million, US$0.52 million, US$1.32 million and US$0.52 million for the years ending 31
December 2016, 2017, 2018 and 2019, respectively. The total capital expenditure for upgrade of
our R&D facilities will be satisfied partly by the net proceeds from the Global Offering and partly
by our Group’s operating cash flow and/or bank borrowings. Approximately HK$15.00 million
(equivalent to approximately US$1.94 million) of the net proceeds from the Global Offering will be
used to upgrade our R&D facilities. Our plan for use of the net proceeds from the Global Offering
for upgrading our R&D facilities is set out as follows:

Approximate amount of net
Year proceeds used Description

2016. .. US$82,000 ° To upgrade our design software and hardware for our
R&D facilities at our headquarters in Hong Kong in
order to cope with the continuous advancement of
technology

2017 ... US$278,000 ° To install new computers, servers, design software
and middleware for our R&D team in anticipation of an
increased R&D capacity requirement arising from
anticipated development projects and to replace old
equipment

2018 . .. US$1,240,000 ° To take delivery and install one unit of fully-
automated machine and to purchase two sets of
equipment for our product testing and quality
assurance facility at our headquarters in Hong Kong

2019. .. US$340,000 ° To install new computers, servers, design software
and middleware for our product development purpose
and to purchase one set of equipment for product
testing and quality assurance facility at our
headquarters in Hong Kong

Introduce more new products and improve our cloud services

We will continue to engage in R&D to address new business opportunities. We aim to invest
our capabilities to focus on technologies for emerging high-growth SD-WAN applications such as
developing hardware platforms that can support greater throughput and more advanced features.
Incorporating next generation semiconductor chips will enable our SD-WAN routers to better
address the higher throughput requirements that fibre connections present. We will also make the
investments necessary to position ourselves as one of the first to take advantage of upcoming
opportunities in the mobile market. We will develop support for the next generation of wireless
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technology — 5G, and introduce SD-WAN routers with lower power consumption with smaller
and lighter form factors. This is particularly valuable in vehicular deployments where space and
power are both at a premium.

We will continue leveraging the synergies created between our SD-WAN routers,
SpeedFusion and InControl cloud service to create an easy-to-manage ecosystem that attracts
end users with large SD-WAN routers deployments. We believe that this will continue to bring us
opportunities in that we can generate recurring revenue from the use of InControl. In view of this,
a continuous improvement in our software development of InControl and investment in the
number of cloud servers for it will be made. Thus, the scalability and stability of InControl can
continue to be improved in order to support more concurrent users and devices.

Protect and acquire intellectual properties rights

Our ability to develop our own advanced technologies will generate innovations, resulting in
a continuous increase in our patents and patent applications. We consider our patent portfolio as
an important factor in ensuring our competitiveness and a critical entry barrier for our
competitors. As such, we will continue to expand our patent portfolio to protect our intellectual
property rights and will explore the possibility of acquiring intellectual property rights that are
relevant to our business. As at the Latest Practicable Date, we had not identified any suitable
target for such acquisition.

Continue to enhance brand recognition and expand the breadth and depth of our
international distribution network

Improve our brand recognition and strengthen our marketing team
We seek to improve our brand recognition through:

° business development efforts of our partners — we will enhance our partner education
by hosting partner events where they can receive in-depth product and sales training.
We will continue to support their attendance to internationally recognised trade shows
by sponsoring them financially as well as providing professional booth and
presentation design services. Our distributors can then focus on presenting our
products to prospects, closing deals, and improving our brand recognition;

) hiring technology evangelists in specific sectors and industries — these technology
evangelists will leverage their knowledge and connections to promote our products and
solutions forward within their sectors and industries through talks, presentations,
articles, user demonstration, and recorded demonstration; and

) placing advertisements for our products and services in magazines, blogs and social
networks — this should help us to reach potential prospects.

- 903 -



BUSINESS

We also seek to strengthen our marketing capabilities, therefore, approximately HK$16.12
million (equivalent to approximately US$2.08 million) of the net proceeds from the Global Offering
will be used to expand our marketing team and purchase additional computer design system. Our
plan for use of the net proceeds from the Global Offering for improving marketing capabilities is
set out as follows:

Approximate amount of net
Year proceeds used Description

2016. .. US$14,000 (Note 1) ° To employ one senior sales and one marketing
manager, expected to have five years of relevant
industry experience and relevant university degrees,
in the last quarter of 2016 to strengthen our marketing
capabilities and to enhance our brand recognition in
overseas market

° To employ two experienced and reputable marketing
executives, expected to have 10 years of relevant
industry experience and relevant university degrees,
in the last quarter of 2016 in the year ending 31
December 2016 in order to support and promote our
new developments, as well as to enter into new
overseas markets

2017 . .. US$419,000 (Note 2) ° To employ two senior sales, one marketing manager,
two senior technical marketing engineers and one
designer, expected to have five years, five years,
seven years and three years of relevant designing
experience and relevant university degrees,
respectively, in order to strengthen our marketing
capabilities to improve website/online e-commerce
platform

e To purchase additional computer design systems in

order to strengthen our pre-sales, design and
marketing capabilities
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Approximate amount of net
Year proceeds used Description

2018 . .. US$759,000 (Note 2) ° To employ one experienced director of sales and
marketing, expected to have 10 years of relevant
industry and management experience in multinational
corporation with relevant university degrees, in third
quarter of 2018 to strengthen our marketing
capabilities

° To employ one senior technical marketing engineer
and one marketing manager, expected to have seven
years and five years of relevant industry experience
and relevant university degrees, respectively, in order
to strengthen our marketing capabilities

e To purchase additional computer design systems in
order to strengthen our pre-sales, design and
marketing capabilities

2019. .. US$888,000 (Note 2) e To pay salaries for the employees employed during
2016 to 2018

Notes:

1. The sales and marketing staff are expected to be employed in the last quarter of 2016, as such the net
proceeds to be used for the relevant salaries are comparatively low in 2016. Comparing with 2016 figures, the
approximate amount of the net proceeds used in 2017 to 2019 are comparatively high, since those amounts
include the salaries of the sales and marketing staff employed in previous year(s).

2. The amount includes the salaries of the employees employed in previous year(s).

Improve our online e-commerce platform

We plan to improve e-commerce platform to facilitate the collaboration between us and our
distributors and direct customers in a more effective manner. This platform will make it easier to
conduct matters such as products purchases, sales tracking, deal registration, review of sales
history, and partner communications. We aim to make it easy for our distributors and direct
customers to manage all sales processes themselves. It is expected that this will help us in
dealing with increasing number of distributors and direct customers and sales without increasing
our administrative overhead.

Invest in content development

Further, we plan to strengthen our brand recognition by producing more contents for our
distributors, direct customers and end users by hiring more marketing staff. This will allow us to
create more advertisements, product videos, customer case studies, and installation videos to
demonstrate the reliability, performance, and ease of use of our SD-WAN routers. We also plan to
develop templates and a cloud based platform for our partners to upload their own videos.
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Improve our website

We will improve our website to make it more mobile friendly and reduce the effort required
when updating it. We will also strengthen our search engine optimisation efforts by optimising our
existing website contents to increase the prospects of finding us online through search engines.

PRODUCTS AND SERVICES

Our main products are wired and wireless SD-WAN routers which we design and develop.
We offer both entry level and high-capacity SD-WAN routers. These products are capable of
using our patented and proprietary technology, namely SpeedFusion, and can be managed by our
cloud service. In addition, we grant software licences for managing our devices, and add-on
features as well as provide warranty and support services in connection with our SD-WAN router
products.

SpeedFusion enables our SD-WAN routers to create secured private networks and to bond
multiple WAN connections to increase site-to-site bandwidth and reliability. With SpeedFusion, in
case of failure or network congestion at one or more WAN connections, other WAN connections
can be used to carry network traffic.

InControl is our cloud service for managing and monitoring our SD-WAN routers. With
InControl, end users are provided with advanced management tools to configure, manage, log,
analyse and visualise the status of their devices. Status of their devices is displayed in charts and
reports that are easy to comprehend. The number of devices registered with InControl has
increased by approximately 90 folds from approximately 500 in 2013 to approximately 45,000 in
2015.

Wired router

Our wired routers, which comprise our Balance series and MediaFast series, are capable of
connecting multiple devices and end users’ networks to the Internet through multiple WAN
connections. The average selling price of wired routers is approximately between US$670 and
US$792 during the Track Record Period.

Balance series

Our Balance series routers allow end users to have multiple WAN connections connected to
WAN interfaces of the routers, monitor bandwidth usage, control website access, enjoy quality of
service for VolP and e-commerce as well as manage the access points we offer. A Balance series
router deployed at a headquarters that supports multiple SpeedFusion connections can act as a
central hub and link with Balance series routers deployed at different branch office. With our
Balance series routers, data, voice, and video communications between these locations are kept
confidential across the public Internet.

We believe that our Balance series routers have enabled most of our end users to replace

expensive private leased lines by using multiple low-cost WAN connections without
compromising network reliability.
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The table below sets out the selected models of our Balance series routers:

Selected models of
Balance series routers Features

Balance 30 e An entry level SD-WAN router, recommended
for small office and branch use
e Contain three Ethernet WAN ports

Balance 580 e A high-capacity SD-WAN router, recommended
for mid-size business use
— e Contain five Ethernet WAN ports

e Possess high availability capability

Balance 2500 e A high-capacity SD-WAN router, recommended
for large enterprise and campus use
ﬂ e Contain twelve Ethernet WAN ports
e Possess high availability capability
e With capability of connecting to optical fibre
based LAN

MediaFast series

Our MediaFast series routers are capable of caching and can also be configured to
download contents in advance during off-peak hours. Web contents, such as videos, audios and
images, can be cached in the internal storage of MediaFast series routers. When an end user
needs to access the web contents, the web contents will be retrieved from the internal storage.
We believe that our MediaFast series routers provide students at education institutions with
uninterrupted learning by accessing learning materials anytime from the internal storage of
MediaFast series routers.

The table below sets out the selected models of our MediaFast series:

Selected models of

MediaFast series routers Features
MediaFast 200 e An entry level SD-WAN router
e Contain two Ethernet WAN ports
e ) e With internal storage of 120GB SSD
MediaFast 750 e A high-capacity SD-WAN router
- e e Contain seven Ethernet WAN ports

e With internal storage of 1TB SSD

Wireless router

Our wireless routers comprise MAX BR series and MAX HD series. Some of the models in the
MAX BR and MAX HD series are specifically designed for vehicular deployments and could be
used for fleet tracking and management through our InControl cloud service. The average selling
price of our wireless routers is approximately between US$213 and US$263 per unit during the
Track Record Period.
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MAX BR series

Our MAX BR wireless routers support multiple SIM cards. They can be configured to switch
from using one SIM card to another SIM card according to different criteria, including wireless
network reliability and data usage.

MAX HD series

Our MAX HD series wireless routers are embedded with multiple 4G LTE modems and allow
simultaneous wireless WAN connections through multiple wireless networks. The wireless WAN
connections can be bonded together using our SpeedFusion technology. This allows better
reliability, increase bandwidth, and wireless coverage compared to using only one 4G LTE
modem. Our MAX HD2 routers are certified to have shock and vibration resistance and are
particularly suitable for railway application.

The table below sets out the selected models of our wireless routers:

Selected models of MAX series routers Features

MAX BR1 e An entry level SD-WAN router
Contain one embedded 4G LTE modem
Support two SIM cards and connect to one
wireless network

MAX HD4 A high-capacity SD-WAN router

Contain four embedded 4G LTE modems
Support eight SIM cards

With capability of connecting to four different

wireless networks simultaneously

Software licences and warranty and support services

We grant software licences and provide warranty and support services in connection with
our SD-WAN router products.

Software licences

In order to provide more flexibility to our distributors and end users, our products contain
features, such as SpeedFusion and InControl, which we can license to our distributors and end
users.

For some of our SD-WAN routers, SpeedFusion is an optional feature. For end users of our
products who want to use our SpeedFusion, they can purchase licences from us to activate
SpeedFusion. A one-time licence fee for SpeedFusion is in the range of approximately US$600 to
US$1,000 per device during the Track Record Period.

InControl is provided to end users of our SD-WAN routers that are still under warranty
coverage at no additional cost and at an annual fee per device for routers where the warranty
period has expired. The annual licence fee for InControl was approximately US$25 per device
during the Track Record Period.
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Warranty and support services

We provide embedded warranty that comes with the sales of our SD-WAN routers. Besides,
we offer additional warranty and support services to end users who require a longer warranty and
support period. Having included in additional warranty and support services, end users of our
products can subscribe to our advance hardware replacement support service pursuant to which
we will send them free replacement unit once the hardware defect is confirmed. For details about
our warranty policy, please refer to the paragraph headed “Customers and Sales — After-sales
Services” in this section.

Integration of SD-WAN routers, SpeedFusion and InControl

The diagram below illustrates how our SD-WAN routers, SpeedFusion technology and
InControl cloud services can be used together. Each of our SD-WAN routers (Balance 710,
Balance 380 and MAX HD2) can form SpeedFusion with each other. This ensures that, secured
connections can be established among the headquarters, branches and vehicles. Further,
Balance 710, Balance 380 and MAX HD2 can be managed by InControl to reduce administrative
efforts.

InControl

SpeedFusion
Vehicle
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Application Scenarios

We set out below the major industries where our SD-WAN routers are used:

S Public Safety

}z Education

Retail

b

&®, Industrial,

Construction,
Utilities

= Hospitality

[j Broadcasting and
Media

Public safety sectors have strict demand and review processes when
procuring routers suitable for deployment. Our MAX BR1 routers are
ruggedised and perform as required. They have been used by police
departments, fire departments and other emergency response units
in different countries. The most common application is vehicular
wireless connectivity where multiple wireless connections are
employed to ensure service vehicles stay connected. Our wireless
routers are also used for adding wireless backhaul to remote CCTV
networks.

It is common for schools network to become slow and congested
during lessons due to students’ simultaneous access of teaching
materials to the schools’ network. Our MediaFast routers can reduce
network traffic to ease the load on the network. Teachers can store
frequently accessed education content, including high definition
media, mobile applications, web content and mobile device updates
in advance. This reduces network congestion during lessons and
provides students with a much improved education content user
experience.

The retail sectors generally have to keep their branch networks up
and running for applications such as enterprise resource planning,
terminal services and point-of-sale systems. By deploying wireless
routers, our end users have been able to save significant amount of
network costs at their branches by replacing or supplementing their
MPLS lines with inexpensive WAN connections.

The industrial, construction and utilities sectors typically have sites
that are remote, isolated or temporary in nature. End users in this
sector have been deploying our wireless routers to quickly setup
WAN connection through wireless connections. For areas where
wireless connectivity coverage is intermittent, our customers have
been deploying our MAX HD routers for more bandwidth and
reliability by bonding multiple wireless networks through our
SpeedFusion technology.

A hospitality customer usually requires a network infrastructure that
can provide fast Internet access to hundreds of guests. By deploying
our Balance series routers, hospitality end users are able to prioritise
and separate network traffic to prevent congestion, and use 4G LTE
USB modems for an additional resilience and bandwidth.

Broadcasters, including journalists and reporters, usually rely on
wireless networks to stream live content back to stations, especially
for live broadcast and sports events. Our MAX HD2, MAX HD4 and
MAX On-The-Go routers have been selected by end users to employ
multiple wireless networks to stream live multimedia contents.
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@ Maritime Vessels often roam between shore networks, wireless networks and
satellites. Vessels which have been deploying our wireless routers to
improve offshore communications, transmitting oceanographic
research data and providing Internet access to its crew and
passengers.

i85 Transportation Our MAX HD series routers with its multiple embedded wireless
modems can keep passengers connected to high speed Internet.
Fleet management is also built-in and available to transportation
operators via InControl.

}ﬁ\ Energy It is crucial for stakeholders in the energy sector to access their
' supervisory control and data acquisition systems reliably and
remotely. Our wireless routers help our customers modernise their
networking communications part of their supervisory control and
data acquisition systems provide them with reliability and resiliency
over wireless connections while enabling real-time monitoring and

controls.

RESEARCH AND DEVELOPMENT AND PROCESS

The main stages involved in the development of our products are set out below:

Features and service specifications determination

End users

Distributors Create product Determine features

roadmaps and features priority
Market analysis
R&D and quality control
Hardware
Development of Testing Golden sample
sample prototypes
Software
Software . R
development Testing General availability

Quality control
Procurement and through Assembly and/or

lnSDeCT‘Oﬂv of raw Manufacturing software testing quality control in
materials and sampling Hong Kong
checks
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The main stages improved in the development of our products are set out below:

Product and service specification determination

Features and service specifications determination

End users

Create product Determine features

Distributors o
roadmaps and features priority

Market analysis

We determine the specifications of our products and services through the following:

e End users — we mainly engage with end users directly through our online Community
Forum to understand the challenges and requirement of our end users.

e Distributors — we obtain feedback from our distributors on their local markets and
technology trends.

e Market analysis — we conduct our own market analysis to anticipate upcoming market
demand, market trends and new growth opportunities.

Based on the information gathered, our marketing team regularly updates our product
roadmaps and shares them with our distributors. Further, our marketing team will discuss with our
distributors on whether the product roadmaps will help us sell more of our products to customers.
Once a product roadmap is determined or updated, our marketing team will determine the
features of a particular product. A specification will then be jointly created by our marketing team
and our R&D team. The close interaction between our marketing team and our R&D team allows
us to act quickly to seize upon new market opportunities. The development of the specification
may take a few months after we have gathered the relevant information from end users,
distributors and market analysis.

R&D and quality control

R&D and quality control

Hardware
Development of Testing Golden sample
sample prototypes
Software
Software Testing General availability

development

Our R&D team, which is based at our headquarters in Hong Kong and our office in Malaysia,
is mainly divided into two groups, namely the hardware R&D team and the software R&D team.
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Hardware R&D and quality control

We usually commence a hardware R&D project when the specification requires a new form
factor, a new communication interface or the use of new semiconductor chips. In general, our
hardware R&D engineers design products using a modular approach.

During the design process, our hardware R&D team usually breaks a single product down
into multiple components which can be assembled together with ease to become the final
product. Components include printed circuit board assembly and casing. There are other
components that we may source from suppliers based on the required specifications, including
power supply and antennas.

A test plan will first be developed by our hardware R&D team based on the specification of
the products. Our hardware R&D team will then develop a few sample prototypes based on the
specification for quality control tests, including functional test and stress test. The sample
prototypes will have most of the features developed and be built in the specified form factor.

We appoint a contract manufacturer to make the sample prototypes by providing them with
manufacturing information, including design files and testing procedures. We typically appoint
the same contract manufacturer to make the golden sample and manufacture the final product.

The purpose of quality control tests is to determine whether the sample prototypes will
perform according to the specifications under different environments.

We perform functional tests to ensure that the functions of routers are performed as
specified in the specifications. Data inputs are fed to the routers and then data outputs are
examined. If the data outputs match the expected results, the sample prototype passes the
functional test.

During the stress test, we perform:

) temperature test — the sample prototypes are put into oven which is set to 65°C, and
freezer which is set to -40°C, for 72 hours, respectively, to ensure the sample
prototypes will be able to perform under such harsh temperature;

° hardware reboot test — the sample prototypes are turned on and off continuously for
about 500 times to ensure the sample prototypes can still perform after frequent
hardware reboot;

° software reboot test — the sample prototypes are rebooted through software
continuously for about 500 times to ensure the sample prototypes can still perform
after frequent software reboot; and

° throughput test — a large amount of network data is sent to the hardware device
continuously for a period of 72 hours to ensure the sample prototypes will perform
according to the specification amid heavy network traffic.

After the quality control tests, we may identify areas for improvement, including the
performance of our products with a view to ensuring that our products are able to meet the
relevant specification based on the sample prototypes, in which case we will instruct the contract
manufacturer to make new sample prototypes. We will perform a quality control test on new
sample prototypes upon us receiving them from our contract manufacturer. We will repeat the
development of sample prototypes and quality control test processes until the target
specification is met and no quality issue is identified. The sample prototypes that meet the
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target specification will be the golden sample. Our contract manufacturer will then manufacture
the products, subsystems and components according to the design associated with the golden
sample.

Software R&D and quality control

We regularly introduce new software-based features for our SD-WAN routers. The new
software for our routers usually adds new features to our routers and fixes program bugs found in
existing software. When a specification for a new version of software is determined, software
development will commence. If a program bug is found, our software R&D team will try to fix the
bug during the development of the new version of software.

Before we release the new version of software to our end users and to our contract
manufacturers, we generally conduct the following tests:

) feature test — we conduct tests for each of the new features introduced by the new
version of software;

° sanity test — we generally test particular components of the new version of software to
ensure that new features can function and program bugs have been fixed;

° smoke test — we conduct this test to ensure that the critical features introduced by the
new version of software are performing as specified and whether the program bugs
have been fixed as well as verify the stability of the new version of software; and

) general availability test — we conduct tests on the new version of software
comprehensively.

We perform the above tests through our testing personnel of our R&D team in Hong Kong.
As we have different models of SD-WAN routers, the new version of software is uploaded to these
different models during the tests. In addition, different network environments will be set in our
testing facility in Hong Kong in order to conduct the tests.

When the new version of software is available, we will proceed to create a release candidate
version of the software. End users can install the release candidate version to our products to try
and test the new version of software. After the release candidate version has been released for a
period of time and no issue is reported by our end users, we will create a generally available
version of the new software and encourage our end users to install it on their SD-WAN routers.

We will send new version of software to our contract manufacturers for installing into our
products that they are manufacturing. The quality control team of our contract manufacturers can
conduct tests on our products using our latest software.

In addition, our distributors and end users can download the new version of software from
our website directly and then install the new version of software to our products.

The amount of time and resources we spend on our R&D vary depending on the types of
technology and products involved. The completion of the R&D for a product may take a few
weeks to a year. For each of the three years ended 31 December 2015, our R&D expenses
including relevant employment expenses, material expenses and other expenses were
approximately US$3.14 million, US$3.97 million and US$3.91 million, respectively, representing
approximately 23.6%, 22.1% and 17.9% of our total revenue, respectively.
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As at Latest Practicable Date, our R&D team consisted of 55 members most of whom
attained tertiary education or higher.

Production Process

Production Process
Performed by contract manufacturers

Quality control

Procurement and through Assembly and/or
inspection of raw Manufacturing software testing quality control in
materials and sampling Hong Kong

checks

We outsource the manufacturing process of our SD-WAN routers to contract manufacturers
that are Independent Third Parties. For further details relating to our contract manufacturers,
please refer to the paragraph headed “Suppliers” in this section.

We instruct contract manufacturers to manufacture products and components for us based
on our product specifications. The whole manufacturing process takes approximately three
months. Our contract manufacturers may purchase the raw materials, including CPUs, required
for the manufacturing process, based on the specification of our products. Under certain
circumstances, we may procure and purchase the raw materials by ourselves and then supply our
raw materials to the contract manufacturers.

° Our contract manufacturers and we, in the case where we procure and purchase raw
materials, will inspect the raw materials for any defect before the raw materials are used
in the manufacturing process.

) Most of our final products and components are shipped to our Hong Kong warehouse
for storage before we assemble them.

We have an assembly team in Hong Kong to perform quality control on our products and
components manufactured by our contract manufacturers and mainly assemble newly developed
products due to small shipping volume during their initial product launch before gaining market
acceptance.

For finished goods and components, we generally conduct quality check on randomly
selected products once we received the shipment from our contract manufacturers. For products
assembled by our assembly team, such as MAX HD4, we will conduct quality check after the
assembly. The assembly process for our newly developed products performed by our assembly
team includes labelling, packaging, and assembling components, such as wireless
communication modules, printed circuit board assembly, casing and antenna. We believe that
assembly team in Hong Kong allows us to customise our products more effectively and reduce
cost of newly developed products. The amount of revenue for these newly developed products is
generally insignificant. When newly developed products have become mature and successfully
accepted by the market, we may then delegate the assembly process to contract manufacturers.
For details regarding our quality control, please refer to the paragraph headed “Quality Control” in
this section.
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CUSTOMERS AND SALES

Our customers are distributors and direct customers who purchase our products and
services directly from us. We mainly sell our products and warranty and support services
provided by us through an extensive network of distributors which consists of Independent Third
Parties in different regions of the world. Direct customers are mainly end users who purchase our
products and services directly from us. The end users of our products and services include
enterprises and organisations in the public safety, education, retail, industrial construction,
utilities, hospitality, media and broadcasting, energy, maritime and transportation sectors. We
recognise our revenue once the shipment of products has occurred or the title and risk of loss
have passed to our customers.

The table below sets out the breakdown of the sale of our products and services to our
customers under each of our sales channels during the Track Record Period:

For the year ended 31 December
2013 2014 2015
% of % of % of
Revenue total Revenue total Revenue total
Us$’000 % US$’000 % US$’000 %

Distributors . . . .. ... .. ... . 10,933 82.2 15,812 88.1 20,240 92.6
Direct customers . . . . ... ... ... . 2,373 17.8 2,134 11.9 1,619 7.4
Total. .. ... ... . . e 13,306 100.0 17,946 100.0 21,859 100.0

As at 31 December 2015, we had an extensive network of distributors in particular the North
American, EMEA and Asian regions. For each of the three years ended 31 December 2015,
approximately 47.4%, 41.9% and 42.0% of our total revenue was derived from North America
whereas our revenue from other regions mainly derived from EMEA and Asia.

The table below sets out the breakdown of our revenue which we derived from different
regions of the world during the Track Record Period:

For the year ended 31 December

2013 2014 2015
% of % of % of
Revenue total Revenue total Revenue total
US$’°000 % US$’000 % US$’000 %
North America . . ........ ... ... ... .. ........ 6,310 47.4 7,519 41.9 9,180 42.0
EMEA . . .. e 3,045 22.9 4,878 27.2 7,351 33.6
Asia . ... 2,937 221 4,538 25.3 4,669 21.4
Others. . ... 1,014 7.6 1,011 5.6 659 3.0
Total. . ....... ... ... 13,306 100.0 17,946 100.0 21,859 100.0

Distributors

A majority of our sales are conducted through our distributors. We believe that the sales of
products under our brands through distributors is an industry norm as some of our distributors
sell products of similar nature under different brand names. Our relationships with all distributors
are seller/buyer relationship. We retain no ownership control over the products sold to our
distributors. Our distributors are responsible for managing their own inventories and anticipate
demands from their customers and leads. We typically give at least 30 days advance notice to our
distributors when we plan to introduce a new product model or in case of price change, to assist
them in managing their inventories and marketing plans. Our distributors place orders with us on
a transaction basis and the revenue from the sales of our goods is recognised when the
significant risks and rewards of ownership of the goods have been transferred to our distributors.
Our Directors believe that the current distribution model allows us to focus on the design,
development, marketing and sales of our products and services.
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We do not impose any initial purchase requirements against our distributors. As mentioned
above, our distributors are responsible for managing their own inventories as we do not have
ownership control over the products they sell and are not responsible for their inventory level. We
adopt a stringent credit control policy on our trade receivables and do not generally grant credit
terms to our new distributors and require full payment by our distributors before we deliver our
products to them. We may extend credit to certain distributors on a case-by-case basis and the
credit term period we typically grant ranges from 30 days to 60 days. As at the Latest Practicable
Date, we received all of our trade receivables as at 31 December 2015. In addition, we
communicate with our distributors to understand their sales performance. According to our
distribution agreements, our distributors are generally required to provide sales data to us. We
generally have from time to time requested the stock level reports from some of our major
distributors during the Track Record Period since mid of 2014 so as to monitor their respective
inventory level. We believe that this does not only enable us to estimate the anticipated demands
of our products from these distributors, but also allows us to assess if our distributors have
unnecessary high inventory level of our products even if we are not responsible for their inventory
level. Our distributors (including distributors with whom we had ended our distribution
arrangements) are not entitled to return our products (including unsold or obsolete goods),
unless the products are defective. During the Track Record Period, we did not experience any
material return of products from our customers. For each of the three years ended 31 December
2015, the amount of sales return from our customers were approximately US$8,000, US$79,000
and US$49,000, respectively. Given the above, we do not consider that channel stuffing on the
part of our distributors is likely to occur.

Selection of distributors

We carefully select our distributors based on various factors, including the quality of their
supporting service their reputation in the industry, their experience in providing supporting
service of similar products and their business scale. When we evaluate the qualification and
capability of a potential distributor, we carry out the following procedures:

) review the reputation and experience of the potential distributors;

° discuss with the potential distributors about their sales plan and strategy for our
products;

° review potential impacts on our existing distributors in the same region to avoid
unhealthy cannibalisation among distributors; and

° determine revenue target and sales territory.

We will execute a distribution agreement with the potential distributor if we are satisfied with
the evaluation result.

Terms with distributors
During the Track Record Period, we had generally entered into framework distribution

agreements with distributors who had transactions with us. We had not entered into any long-
term sales contract with our distributors and direct customers.
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The principal terms of the above framework distribution agreements are set out below:

Warranty . .. .........

Obligation of our Group .

Obligation of our
distributors. . . . ... ..

Payment . . ..........

Confidentiality . . . ... ..

Minimum purchase
amounts. . .........

Obsolete/inventory return

Geographically
exclusivity

Pricing of our products. .

Sales and expansion
targets. . . ... ...,

Termination arrangement

One to three years, which is renewable
Geographical location(s)
One year, which can be extended

We should use commercially reasonable efforts to deliver our
products at the dates specified in our written acceptance of orders

° Promote and market our products to customers in their
territories

° Provide technical support to end users

° Not to derogate our trademarks

° Comply with all laws and regulations

We accept payments by telegraphic transfer and credit card

Distributors are not allowed to disclose our confidential information
to third parties without our consent

In general, we do not grant credit terms to our new distributors. All
payments should be made before the shipments. We may extend
credit to certain distributors on a case-by-case basis. For details of
our credit policy, please refer to the paragraph headed “Customers
and Sales — Credit Policy” in this section

Some of our distributors have their own minimum purchase amounts.
The amount, if any, are generally mutually agreed between us and our
distributors before the distribution agreements are executed. If a
distributor does not meet the amount, we are allowed to terminate
the distribution agreement

We do not accept product return (including obsolete products) or
product rotation unless the product is defective

We do not generally offer geographical exclusivity to our distributors
for the sale of our products

We do not generally allow our distributors to advertise our products
at a price below our suggested prices. We believe that this
arrangement helps avoid unhealthy cannibalisation among our
distributors

We do not impose sales and expansion targets on our distributors

Upon termination, our distributors should pay us for all products
delivered irrespective of the date of delivery and all other amounts
due. Our distributors should work with us in good faith for a transition
plan to ensure post-termination support for end users who
purchased our products from them
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Grounds of termination. . We may terminate the distribution agreement if our distributor (i)
breaches any material terms or condition of the distribution
agreement; (ii) becomes insolvent or is unable to repay its debts;
and (iii) violates the terms of using our confidential information or
trademark. We or our distributor may also terminate the distribution
agreement by giving a 30-day advance notice

Use of our trademarks .. We allow our distributors only to use our trademarks to promote and
market our products and services

As at the Latest Practicable Date, none of our top five distributors for each of the three years
ended 31 December 2015 had any exclusivity in selling our products and services in any
territories.

In order to reward our distributors for their commitments and to manage competition among
distributors in a particular region, we have an online deal registration system (the “DRS”). Our
distributors are encouraged to register their deals with us through the DRS. Once a deal is
registered, our distributor may have price advantage over other distributors as it has a set period
of time to close the deal and is provided with additional price discounts from us to close the deal.
Although the DRS may not be able to completely avoid conflicts among our distributors as our
distributors may not register their deals with the DRS and distributors registered or not registered
with the DRS may approach the same customer, DRS allows us to systematically (i) reduce
conflicts among our distributors so that our distributors can focus on selling to the registered
potential buyer without the concern that another distributor may offer our products at a lower
price; (i) know who the end users of our products are; and (iii) manage channel conflict and assist
our distributors to close deals when necessary.

Apart from having DRS to avoid conflicts among our distributors in a particular region, we
also endeavour to observe any cannibalistic act of our distributors to jeopardise the market
through: (i) our regular communication with our distributors to understand their sales
performance; (ii) selection of distributors; and (iii) prohibiting our distributors to advertise our
products at a price below our suggested price.

Having knowledgeable distributors are likely to increase sales and effectiveness of our
customer services. Since 2013, we have been encouraging our distributors and their staff who
possess technical knowledge of our products and networking technology to be certified by us as
a Peplink Certified Engineer. Our Directors believe that this may positively influence our
distributors and their staff to recommend our products and services when our distributors provide
their own services, such as network design consultation service and equipment installation
service.

As at 31 December 2015, we had more than 200 Peplink Certified Engineers. Peplink
Certified Engineers of our distributors help promote our products and services and to provide pre-
sale and after-sale technical supports. For new version of software, we educate our distributors
on the benefits of upgrading to the new version and provide technical supports to their customers
who are interested in using the new version. Distributors and end users can download the new
version of software from our website directly.
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The table below sets out the movements in the total number of our distributors during the
Track Record Period:

For the year ended 31 December

2013 2014 2015
Beginning of theyear. .. ..... .. ... . ... .. ... ... .. 309 314 320
Additions. . ... . 93 85 120
Terminations/expirations. . ... .................... (88) (79) (25)
Total number of distributors
asattheendoftheyear..... ... ... ... ... ...... 314 320 415

Note: The numbers of distributors that purchased products from us during the Track Record Period were 302, 286
and 364 for each of the three years ended 31 December 2015, respectively.

During the Track Record Period, the additions of new distributors mainly reflected our
strategic expansion of our distribution network in EMEA and Asian regions in order to reduce our
reliance on North American market and the termination/expiration of our distributors mainly
reflected the expiration or termination of unsatisfactory or inactive distributors mainly in North
American region.

Direct Customer
Our direct customers may purchase our products and services directly from us.
Pricing Policy and Seasonality

We price our products on a cost-plus basis as well as considering product model, market
price and market condition. For models to be developed, we assess the current material costs
and adjust for possible price fluctuation. For models we previously produced, we make reference
to material costs and make adjustments for the current market price for the same materials.

We publish suggested price list for our products. During the Track Record Period, our
business was not affected by seasonality although we observed that we typically sold more
products during the last quarter of each year. We typically provide discount to our distributors
who have control on the prices at which they sell to their customers. The discount we give to each
distributor varies and is subject to the market condition in relevant countries or regions. Most of
our sales are denominated in U.S. dollars. Any appreciation in the value of U.S. dollars against
other currencies may make our products more expensive for some of our customers as well as
reduce the competitiveness of, and the demand for, our products.

Credit Policy

We adopt a stringent credit control policy on our trade receivables. We generally do not
grant credit terms to our new distributors and direct customers, and generally require full payment
by cheques, telegraphic transfer or third-party online credit card payment gateways before the
products are delivered.

Under certain circumstances where we decide to grant credit terms to some of our
customers based on our relationship and potential business opportunities with these distributors,
the credit term period we grant generally ranges from 30 days to 60 days. We may extend credit
term to certain of our customers on a case-by-case basis. We assess impairment of our trade
receivables based on our analysis of collectability and aging status of the trade receivables from
time to time on a case-by-case basis.
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Five Largest Customers

Sales to our five largest customers accounted for approximately 29.7%, 29.6% and 39.7%
of our total revenue for each of the three years ended 31 December 2015, respectively. Further,
sales to our largest customer accounted for approximately 13.1%, 14.4% and 20.5% of our total
revenue for the corresponding years, respectively. We had at least one to seven years of business
relationship with our five largest customers during the Track Record Period. All of the five largest
customers are Independent Third Parties.

Our five largest customers in 2013 and 2014 were mainly located in North America, which
was our major market. In 2015, due to expansion of our EMEA market, two of the five largest
customers were from North America and two were from EMEA. We believe that the increase in
percentage of sales from the largest and five largest customers in 2015 when compared to 2014
was primarily due to (i) the largest customer, being our North American distributor, was willing to
commit more resources including manpower and inventory to promote, market and support our
products which made them our accredited distributor in North America over the past few years; (ii)
the growing demand of our MAX BR and MAX HD series in North America, the largest distributor
can offer a short lead time to customers which attracted more sales in return; and (iii) the industry
trend of expanding 4G LTE networks globally and the EMEA distributors were able to resell our
products to large projects such as transportation and community service in EMEA region during
2015.

None of our Directors, their respective close associates or any Shareholder who, to the best
knowledge of our Directors, own more than 5% of our issued Shares had any interest in any of our
five largest customers during each of the three years ended 31 December 2015, respectively.

A summary of the five largest customers during the Track Record Period is set out in the
table below:

For the year ended 31 December 2013

Duration of Type of products

Name of Background and scope of business sold/services Payment
Rank customers business relationship rendered Credit terms terms
1 Customer A Based in the U.S. and Netherlands. 5 years SD-WAN routers, Net 30 days Telegraphic
It provides computer hardware and warranty and transfer
IT solutions and support to the support service

international business community.

2 Customer B Based in the U.S. It is a wholesale 4 years SD-WAN routers, Net 30 days Telegraphic
distributor of wireless networking warranty and transfer
products. It distributes products support service

around the world through a global
network of resellers.

3 Customer C Based in the U.S. It is an online 2 years SD-WAN routers, Net 30 days Telegraphic
store selling a wide variety of warranty and transfer
goods to many countries. support service

4 Customer D Based in the U.S. It runs an e- 5 years SD-WAN routers, Net 45 days Cheque
commerce portal to sell mobile warranty and
broadband products to worldwide support service
customers.

5 Customer E Based in Taiwan. It focuses on 7 years Software licence Net 30 days after ~ Telegraphic
OEM services for information and receipt of full transfer
communication technology payment from a
products, including routers. project in which

Customer E was
involved (Note)

Note: Customer E licensed software from our Group in 2013. Customer E is also one of our major suppliers. For details of
the transaction, please refer to the paragraph headed “Suppliers — Our major supplier who is also our major
customer” in this section.
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For the year ended 31 December 2014

Duration of Type of products
Name of Background and scope of business sold/services Payment

Rank customers business relationship rendered Credit terms terms

1 Customer A Based in the U.S. and Netherlands. 5 years SD-WAN routers, Net 30 days Telegraphic
It provides computer hardware and warranty and transfer
IT solutions and support to the support service
international business community.

2 Customer C Based in the U.S. It is an online 2 years SD-WAN routers, Net 30 days Telegraphic
store selling a wide variety of warranty and transfer
goods to many countries. support service

3 Customer D Based in the U.S. It runs an 5 years SD-WAN routers, Net 45 days Cheque
e-commerce portal to sell mobile warranty and
broadband products to worldwide support service
customers.

4 Customer F Based in Malaysia. It specialises in 5 years SD-WAN routers, Net 30 days Telegraphic
delivering a wide range of advanced warranty and transfer
networking solutions and products support service
in Malaysia.

5 Customer B Based in the U.S. It is a wholesale 4 years SD-WAN routers, Net 30 days Telegraphic
distributor of wireless networking warranty and transfer
products. It distributes products support service
around the world through a global
network of resellers.

For the year ended 31 December 2015

Duration of Type of products
Name of Background and scope of business sold/services Payment

Rank customers business relationship rendered Credit terms terms

1 Customer A Based in the U.S. and Netherlands. 5 years SD-WAN routers, Net 30 days Telegraphic
It provides computer hardware and warranty and transfer
IT solutions and support to the support service
international business community.

2 Customer G Based in Israel. It provides 1 year SD-WAN routers, Paid in advance Telegraphic
solutions to transportation and warranty and transfer
mobile communication industry. support service

3 Customer D Based in the U.S. It runs an 5 years SD-WAN routers, Net 45 days Cheque
e-commerce portal to sell mobile warranty and
broadband products to worldwide support service
customers.

4 Customer H Based in Denmark. It provides 2 years SD-WAN routers, Paid in advance Telegraphic
equipment, services and total warranty and Transfer
solutions for communications to support service
suit all sectors of the market.

5 Customer | Based in Malaysia. It provides 2 years SD-WAN routers, Net 30 days Telegraphic
enterprise and small business warranty and transfer

networking solutions.
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After-sales Services
Our after-sales services mainly include warranty and technical support services.
Warranty

We provide embedded warranty that comes with the sale of our SD-WAN routers. If a SD-
WAN router is under warranty, we will repair the router in case of hardware defect. Further, if the
router cannot be repaired, we will ship a replacement unit to the end user after receiving the
defective router. Besides, we also offer additional warranty and support services to end users
who require a longer warranty and support period. Having included in additional warranty and
support services, end users of our products can subscribe to our advance hardware replacement
support service pursuant to which we will send them free replacement unit once the hardware
defect is confirmed.

Technical Support

Our end users can submit support tickets when they have questions or comments for our
products that they have purchased from our distributors or directly from us. When we receive a
support ticket, our technical support team will first contact our distributors or end users to
understand the details of the question or comment and will try to solve any technical problems. If
the technical problem or comment is related to the quality of our products, the technical support
team will inform our R&D team accordingly. Our R&D team will conduct analysis to determine the
source of the problem and try to rectify it.

MARKETING

We have a marketing team to manage and develop relationships with our distributors and
manage our online Community Forum and online presence.

To continuously develop our relationship with our distributors, we provide them with the
most up to date sales presentations, webinars, datasheets and detailed case studies. These are
designed to equip them with information of our latest products and technologies, the latest
industry trends and best deployments to date in order to maximise their potential. We have also
hired overseas consultants to develop marketing materials to assist our distributors.

Other than product artwork and photos, our online Community Forum can be used by our
distributors to respond to leads and sales opportunities. Furthermore, distributors have dedicated
discussion areas as a community where they can reach us directly and make new feature
requests. We also actively encourage our distributors to attend exhibitions and events, providing
them with demo devices and sponsoring them by way of a marketing development fund.
Participating distributors will gain exposure on our website and our various social media
channels.

We encourage our distributors to offer value-added services when they sell our products to
end users by acting as solution providers to the end users. This allows end users to learn the
unique features of our products, and appreciate the price performance and reliability our products
offer.
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The growth of our business is partially driven by our network of distributors. We believe that
by educating our distributors and keeping them informed and up-to-date on our values and
technologies, we can create a healthy ecosystem where all parties can benefit. Our objective of
setting up a certification program is to ensure that these professionals possess the skills required
to support our products and provide solutions to end users. This, in turn, means that our
distributors will gain a certain degree of recognition and trust when they are evaluated by the end
users.

In addition, keeping our distributors up to date is our priority as it allows us to obtain
feedback on new unreleased features. We send out newsletters to our distributors in order to
inform them of all the latest happenings. We also hold distributors summits so that they are aware
of our development roadmap, and to provide them the opportunity to give feedback based on
their respective area of expertise. Our distributors have access to information regarding new
products and services and testing of features of new version of software.

We participate in different IT trade shows and conferences overseas to improve our brand
recognition among prospective distributors and end users. For example, we have participated in
SMAU Padova in 2015 which was held in Italy and dedicated to promote IT and new technologies.
Further, we participated in Coach & Bus Live 2015, an exhibition for the bus and coach industry in
the U.K. In addition, we have sponsored some of our distributors financially to participate in
certain trade shows to promote our brands, products and services in different regions. We have
also sponsored innovative use of our products to grow market awareness. For example, MIT
Robotics Team in RASC-AL/NASA Exploration Robo-Ops Competition in 2014 used our
SpeedFusion technology and won the second place in the competition. Apart from the above,
we have been running marketing campaigns and competitions to demonstrate our reliability. For
example, end users are encouraged to submit their uptime records and bandwidth usage records
to demonstrate the reliability of our SD-WAN routers.

SUPPLIERS AND PURCHASE

Our suppliers comprise contract manufacturers and raw material suppliers. For each of the
three years ended 31 December 2015, our total purchase from our contract manufacturers and
raw material suppliers were approximately US$6.1 million, US$9.6 million and US$10.7 million,
respectively.

Contract Manufacturers

We believe that R&D capability is the core competence of a technology company. Therefore,
we have been focusing on strengthening our R&D as well as product design. In order to better
allocate our resources, reduce manufacturing overheads and maintain high product quality, we
outsource the manufacturing process of our products to contract manufacturers mainly based in
Taiwan that are Independent Third Parties. We work with multiple contract manufacturers with a
view to minimising concentration risk and other contract manufacturers as back-up contract
manufacturers. Our Directors believe that these back-up contract manufacturers can commence
production within three months after we place our manufacturing orders. Further, we maintain
certain levels of inventory of our products. Our Directors believe that maintaining certain levels of
our inventory and having back-up contract manufacturers can help reduce any impact on, or
disruption to, our business operation if our current contract manufacturers are unable to fulfil our
manufacturing orders and there is a sudden increase or change in the demand of our products.
For each of the three years ended 31 December 2015, we have engaged with four, seven and six
contract manufacturers, respectively.
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Selection of contract manufacturers

We carefully select our contract manufacturers based on various factors, including the
quality of their products, their reputation in the industry, their experience in manufacturing similar
products and their business scale. When we evaluate the qualification and capability of a
potential contract manufacturer for a particular product or component, we carry out the following
procedures:

° review the reputation of the potential contract manufacturer;
) visit the manufacturing facility of the potential contract manufacturer;
° review the potential contract manufacturer’s proposal;

) provide a bill of materials and design information for a sample product to the potential
contract manufacturer for quotation; and

° submit a purchase order to the potential contract manufacturer for the manufacturing
of the sample product.

We appoint potential contract manufacturers if we are satisfied with the quality of the sample
manufactured by these potential contract manufacturers.

Terms with contract manufacturers

During the Track Record Period, we had not entered into long-term purchase agreements
with our contract manufacturers. We make all of our purchases from our contract manufacturers
on a purchase order basis. Our contract manufacturers will only manufacture our products when
they accept our purchase orders. We generally notify a contract manufacturer about the
specification of our product in details, and issue a purchase order to the contract manufacturer
when the contract manufacturer and us agree on the product specification.

The major terms of the purchase orders include quantity, expected date of delivery, unit
cost, shipping terms and payment terms. Some of our contract manufactures require us for initial
deposits when we confirm order with them. We typically pay 10% of the purchase price of the
purchase order as deposit to our contract manufacturers. Some of our contract manufacturers
offer us credit terms of 30 days to 45 days. We generally settle the payment by way of bank
transfer or telegraphic transfer in U.S. dollars to our contract manufacturers. If a product we
receive from a contract manufacturer is defective, the contract manufacturer will repair or replace
the defective product if we return the defective product within the warranty period, which is
typically one year. During the Track Record Period, we had not experienced any material price
fluctuations, delay or quality issue with our contract manufacturers.
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Raw Material Suppliers

The key raw materials we use in the production of our routers are CPUs and wireless
communication module.

Selection of raw material suppliers

We carefully select our raw material suppliers and regularly test new raw materials marketed
by our existing suppliers and potential suppliers with a view to further reducing our manufacturing
cost, improving performance of our products and introducing new product features. When we
evaluate a potential raw material supplier for particular raw materials, we generally request for
samples of the raw materials and development kit corresponding to the raw materials and
conduct tests on the samples. We place orders for new raw materials if we are satisfied with the
quality features, performance, price and availability.

We regularly communicate with our raw material suppliers about features, price and
availability of their new or alternative raw materials. We check the price of the raw materials we
use and alternative raw materials that we can use regularly with the same raw material suppliers
and different raw material suppliers. Our Directors believe that by communicating regularly with
different suppliers, we can take advantage of new product introduction and price reduction of
various raw materials.

Terms with raw material suppliers

During the Track Record Period, we did not enter into any long-term agreements with our
raw material suppliers. We believe that this allows us to diversify the risk of potential disruption of
our operations, maintain sourcing stability and secure competitive pricing for us and use newer
and more advanced raw materials, which may have more features and better performance. We did
not experience any material price fluctuations or supply delay or shortages of components or raw
materials during the Track Record Period.

Our Directors believe that we can obtain alternative sources of raw materials with similar
functionality and price in a reasonable time frame and will not have material impact on the sale of
our products as we regularly communicate with different raw materials suppliers about new and
alternative raw materials.

Our raw material suppliers generally give us a 30 days to 120 days credit period. We
generally settle the payment upon delivery of goods, on monthly basis by way of bank transfer or
by telegraphic transfer in U.S. dollars to overseas suppliers.

Five Largest Suppliers

Although we do not have any long-term agreements with our suppliers, we maintain stable
relationship with our five largest suppliers. Purchases from our five largest suppliers accounted
for approximately 74.5%, 75.0% and 77.4% of our total purchase for each of the three years
ended 31 December 2015, respectively. For each of the three years ended 31 December 2015, the
purchases from our largest supplier represented approximately 43.0%, 46.0% and 37.3% of our
total purchase, respectively. We had two to seven years of business relationship with our five
largest suppliers during the Track Record Period. All of the five largest suppliers are Independent
Third Parties.
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To the best of our knowledge, none of our Directors, chief executive or any person, own
more than 5% of our issued share capital or any of our subsidiaries, or any of their respective
associates, had any interest in any of our five largest suppliers during each of the three years
ended 31 December 2015, respectively.

A summary of the five largest suppliers during the Track Record Period is set out in the table
below:

For the year ended 31 December 2013

Duration of Major products
Name of Background and business produced or Payment
Rank suppliers scope of business relationship ~ materials supplied Credit terms terms
1 Supplier A It is our contract manufacturer based in 7 years Routers 30 days after  Telegraph
Taiwan. It focuses on OEM services for invoice day transfer
information and communication
technology products, including routers.
2 Supplier B It is our contract manufacturer based in 7 years Routers 10% deposit,  Telegraph
Taiwan. It focuses on OEM services for 20% before transfer
information and communication shipment, 70%
technology products, including routers. 45 days after
invoice day
3 Supplier C It is our raw material supplier based in 4 years Wireless 30 days after  Telegraph
Taiwan. It is a distributor of communication invoice day transfer
semiconductors and components modules
products for many vendors.
4 Supplier D It is our raw material supplier based in 3 years Semiconductors 30 days after Cheque
the PRC and is a distributor of invoice day
semiconductor products for many
vendors.
5 Supplier E It is our contract manufacturer based in 5 years Routers Cash on Cheque
Taiwan and it focuses on OEM/ODM delivery
services for networking
communications equipment.
For the year ended 31 December 2014
Duration of Major products
Name of Background and business produced or Payment
Rank suppliers scope of business relationship  materials supplied Credit terms terms
1 Supplier A It is our contract manufacturer based in 7 years Routers 30 days after ~ Telegraph
Taiwan. It focuses on OEM services for invoice day transfer
information and communication
technology products, including routers.
2 Supplier B It is our contract manufacturer based in 7 years Routers 10% deposit,  Telegraph
Taiwan. It focuses on OEM services for 20% before transfer
information and communication shipment, 70%
technology products, including routers. 45 days after
invoice day
3 Supplier C It is our raw material supplier based in 4 years Wireless 30 days after  Telegraph
Taiwan. It is a distributor of communication invoice day transfer
semiconductors equipment and modules
components products for many
vendors.
4 Supplier D It is our raw material supplier based in 3 years Semiconductors 30 days after Cheque
the PRC and is a distributor of invoice day
semiconductor products for many
vendors.
5 Supplier F It is our raw material supplier based in 2 years Wireless Paid in Cheque
Hong Kong and is a distributor of communication advance
electronic component for many modules
vendors.
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For the year ended 31 December 2015

Duration of Major products
Name of Background and business produced or Payment

Rank suppliers scope of business relationship  materials supplied Credit terms terms

1 Supplier A It is our contract manufacturer based in 7 years Routers 30 days after Telegraph
Taiwan. It focuses on OEM services for invoice day transfer
information and communication
technology products, including routers.

2 Supplier C It is our raw material supplier based in 4 years Wireless 30 days after  Telegraph
Taiwan. It is a distributor of communication invoice day transfer
semiconductors and components modules
products for many vendors.

3 Supplier B It is our contract manufacturer based in 7 years Routers 10% deposit, Telegraph
Taiwan. It focuses on OEM services for 20% before transfer
information and communication shipment, 70%
technology products, including routers. 45 days after

invoice day

4 Supplier G It is our raw material supplier based in 3 years Wireless Paid in Telegraph
Taiwan. It focuses on the design, communication advance transfer
develop and manufacture of various of modules
radio frequency/microwave and
networking solutions.

5 Supplier D It is our raw material supplier based in 3 years Semiconductors 30 days after Cheque

the PRC and is a distributor of
semiconductor products for many
vendors.

Our major supplier who is also our major customer

During the Track Record Period, we had entered into transactions where some of our major

invoice day

customers were also our major suppliers, details of which are set out below:

Sale of raw materials to contract manufacturers

We purchased and paid for some raw materials and then sold them to our contract

manufacturers (the “Relevant Suppliers”) who required these raw materials in the manufacturing

of our products while the Relevant Suppliers may purchase these raw materials directly, we were
able to purchase these raw materials at terms which were generally better than those the Relevant
Suppliers would obtain if they were to purchase by themselves. This was mainly due to our long-
term relationship with suppliers of these raw materials and the economies of scale we obtained

from bulk purchasing of these raw materials.
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The table below sets out the details of our sales to and purchases from these Relevant
Suppliers during the Track Record Period:

For the year ended 31 December
2013 2014 2015
% of total % of total % of total
US$’000 purchase US$000 purchase US$000 purchase

Purchases from:

Supplier A .. .. 2,604 43.0 4,389 46.0 3,987 37.3
SupplierE . ... ... . 268 4.4 63 0.7 — -
SupplierH. . ... ... . - - 12 0.1 59 0.6
For the year ended 31 December
2013 2014 2015
% of total % of total % of total
sale of sale of sale of
raw raw raw

US$’000 material US$000 material US$000 material
Sale of raw materials to: (Note)

Supplier A ... 782 93.3 1,096 71.2 981 100.0
SupplierE. ... ... . 56 6.7 - - - -
SupplierH. . ... ... ... .. .. ... L - - 65 4.2 - -

Note: Inthe Accountants’ Report, sale of raw material, which is not an income derived from our ordinary course of
business, is classified as an other income presenting on a net basis netting with the relevant cost.

Licensing of our software to a contract manufacturer

We entered into a software licence arrangement with one of our contract manufacturers in
2013 to whom we licensed our software for its use in return for the payment of a software licence
fee from this contract manufacturer.

The software licence fee we received from this contract manufacturer and our purchases
from this contract manufacturer were approximately US$0.37 million and US$0.95 million during
the year ended 31 December 2013, respectively, details of which are as follows:

For the
year ended
31 December % of total
2013 purchase/revenue
Us$’000 %
Goods purchased. . . ... ... . ... 951 15.7
Software licencefee. . . . .. .. ... .. ... .. ... . ... . ... 366 2.8

Save and except for the above contract manufacturers who are both our supplier and
customer for the transactions, no other supplier is also our customer or vice versa during the
Track Record Period.
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INVENTORY MANAGEMENT

Our inventories consist of raw materials and components and finished products. Our
Directors believe that it is critical to maintain certain levels of inventory to shorten the delivery
time of our products to our customers and to prevent unnecessary storage of raw materials so as
to balance the risk of stock obsolescence and possible supply shortage of raw materials.

We closely monitor our inventory level to (i) maintain an inventory level of raw materials and
components to satisfy the actual production needs, taking into consideration anticipated
inventory turnover, market demand and supply of the relevant raw materials; and (ii) maintain an
inventory level of finished products to cope with approximately four to six months of the market
demand for our products after taking into consideration anticipated sales of our finished
products. During the Track Record Period, we did not encounter any material shortage of key raw
materials and components.

Physical inventory count will be carried out on a monthly basis for better control and
management of inventories to ensure the accuracy and completeness of stock-in and stock-out
information on record. Monthly analysis will be conducted to manage the obsolete inventory by
way of making provision or written-off. Provision will be made for inventories which are
considered obsolete after taking into account the aging of the inventory items, the movements
and usefulness or residual value of the inventories. For each of the three years ended 31
December 2015, we made provision for inventories of approximately US$0.19 million, US$0.24
million and US$0.04 million, respectively.

QUALITY CONTROL

We consider product and service quality to be critical to our business. Therefore, we place
great emphasis on the quality control of our products and services. In order to maintain high
quality standard, we have a dedicated quality control team of five staff with relevant experience
from one to eight years, which is led by our Director of software development and quality
assurance to ensure that our internal quality control procedures are duly followed. Depending on
different products and services, we may assign more engineers from our R&D team to assist the
quality control team whenever necessary.

We carry out our quality control of the hardware and the software of our products from the
time we procure components for the manufacturing of the hardware of our products to the post-
sale software improvement. When we conduct R&D, we develop test cases along with product
specifications for testing the hardware and software of our products. The test cases are used to
ensure that the final products and the software developed conform to the product specifications.

We have developed testing tools for contract manufacturers to ensure that the products and
components manufactured by them are tested to meet our specifications. Our contract
manufacturers are required to use the testing tools to test each product and component
manufactured before shipment. The testing tools also record the testing results performed by our
contract manufacturers and report the test results back to our server automatically.
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After passing through the quality control performed by contract manufacturers, samples of
final products are selected randomly and shipped to our headquarters in Hong Kong for our
quality check. If no quality issues are identified and after we have notified our contract
manufacturers, the products and components will be shipped by our contract manufacturers to
our warehouse in Hong Kong or occasionally to our customers directly. If quality issues are
identified, our contract manufacturers will have to notify us before they ship the products to us.
Further, our quality control team in Hong Kong performs the same task for products that are
assembled in Hong Kong.

As at the Latest Practicable Date, we did not receive any major complaints from our
customers which had a material adverse effect on our profitability nor did we receive any material
product liability claims or product recall from our customers.

For further details on our quality control during R&D and production processes, please refer
to the paragraph headed “Research and Development and Process” in this section.

INTELLECTUAL PROPERTY RIGHTS

Our intellectual property rights are crucial to us as we rely on our proprietary technologies
and recognition of our brands and products. We believe that in order to maintain our
competitiveness in the market, we must develop and protect the intellectual property rights of
our technologies, products and services. We have established an in-house patent team that
devotes its efforts to protecting our rights.

We rely primarily on intellectual property laws and contractual arrangements with our
employees, business partners and other parties to protect our intellectual property rights. Our
employees are required to enter into employment agreements where they are required to keep
confidential relating to our intellectual property and trade secrets. Intellectual property rights
associated with the technological achievements developed by our employees during the course
of their employment with our Group belong to us.

While we actively take steps to protect our proprietary rights, such measures may not be
adequate to eliminate the risk of the infringement or misappropriation of our intellectual property
rights. Infringement or misappropriation of our intellectual property rights could materially harm
our business. For details of the risk relating to infringement or misappropriation of our intellectual
property rights, please refer to the section headed “Risk Factors — Risks related to our Business
— We may face possible infringement of our trademarks and other intellectual property rights and
possible counterfeiting of our products” in this prospectus.

As at 31 December 2015, we had a total of 37 registered trademarks and 16 trademark
applications which are pending registration, four patents granted by the United States Patent and
Trademark Office and 161 patent applications internationally and at least three registered domain
names. For instance, the U.S. patent 9,019,827 protects a feature in SpeedFusion that optimises
throughput of data transmission over bonded multiple WAN connections. In addition, U.S. patent
application 14396750 is filed for the purpose of protecting a feature in our wireless router that
uses multiple SIMs to select wireless base station. Details of such registrations are set out in the
section headed “Statutory and General Information — Further Information about the Business of
our Group — 8. Intellectual property rights of our Group” in Appendix IV to this prospectus.
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When required, we obtain licences, including software, software development kits, device
drivers and patents, from our raw materials suppliers and third parties for our products and
services in order to accelerate product development without infringing others’ intellectual
properties. The terms of these licences generally specify the licence fee, the licence period,
responsibilities and obligations of the particular licensor and our obligations as a licensee. In
general, in order to reduce the possibility of infringing third parties’ intellectual property rights, we
use licensed third parties’ intellectual property rights, including open source software, such as
Linux, in our products and services. An entity in the U.S. filed a patent lawsuit claiming against us
in February 2015 in the United States District Court for the Eastern District of Texas regarding our
use of an expired U.S. patent in some of our products sold from 2009 to 2012. The U.S. patent,
which expired in October 2012, was mainly about performing network security by filtering data
packets using a decision block which is not configurable by a user. Our Group did not use that
expired patent in our products, since the decision block of filtering data packet function in our
products is configurable by a user. Therefore, we believe that our products did not infringe the
said expired patent and such claims were ungrounded. We therefore engaged a U.S. attorney to
represent us and negotiated with the entity. In order to avoid lengthy and costly litigation process,
we and the entity decided to settle the litigation and entered into a settlement agreement under
which we agreed to license from the entity on the basis that no infringement or liability of such
claims were admitted by us. The licence was also ensured that our customers will not face
litigation from the entity in the use of our products. The lawsuit was settled in June 2015 with an
immaterial amount. We have internal control measures to ensure compliance with the law and
regulations relating to intellectual property rights. For further details, please refer to the paragraph
headed “Internal Control Measures” in this section.

As at the Latest Practicable Date, we were not involved in any pending litigations or legal
proceedings for the infringement of intellectual property rights, and we were not aware of any
threatened material proceedings or claims relating to intellectual property rights against us.

COMPETITION

According to the Quocirca Report, we are the fifth largest SD-WAN router vendor
internationally in 2015 in terms of revenue value. Our competitors mainly comprise specialised
vendors and diversified vendors. Specialised vendors focus on providing highly available
connectivity through multiple WAN connections, bonding and wireless routers, while diversified
vendors, which typically have a strong legacy of business in the telecommunication carrier sector
as well as the enterprise sector, have been providing traditional routers and other networking
solutions, and are in the process of adding SD-WAN capabilities through their internal product
development supplemented by acquisitions.

The SD-WAN sector is dominated by a few specialised vendors whose revenues are
relatively small when compared to the global enterprise router market. The top five specialised
vendors accounted for approximately 75.3% of the entire market share of SD-WAN routers in
terms of sales value in 2015. As the SD-WAN market gathers pace, additional players will likely
enter the market and the diversified vendors will likely add SD-WAN capabilities through organic
product development or acquisitions. As such, the market share of specialised vendors may
decrease and lead to a more competitive market environment. However, the exponential growth
of the SD-WAN router market revenues should be able to offset against the potential loss of
market share of existing market players. We believe that the growth will fuel demand for our
products, which in turn, contribute to the continuous growth of the sales value of our SD-WAN
routers with assistance of our extensive distribution network. Moreover, we believe that
customers prefer our reliable and easy-to-use routers, due to our strong R&D capabilities for
developing innovative products and services.
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EMPLOYEES

As at the Latest Practicable Date, we had 84 full-time employees, of which 77 and seven of
them were based in Hong Kong and Malaysia, respectively.

The table below sets out the breakdown of our employees by function:

Number of

Functions employees
Research, development and quality control . . .. ...... . ... ... .. ... ..... 60
Marketing . . . . . 10
Patent. . . . . 1
Finance, administrative and operations . . . ......... ... ... ... ... . .. ... 13
84

We enter into a standard employment contract with all of our executive officers, managers
and employees. These contracts typically include a confidentiality provision.

We have designed an evaluation system to assess the performance of our employees
annually. Such system forms the basis of our determinations of whether an employee should
receive salary raises, bonuses or promotions. We believe the salaries and bonuses that our
employees receive are competitive with market rates. Under applicable laws and regulations, we
are subject to insurance schemes. We believe that we have complied with relevant labour and
social welfare laws and regulations in Hong Kong and Malaysia in all material respects.

We participate in a mandatory provident fund scheme established under the Mandatory
Provident Fund Schemes Ordinance (Chapter 485 of the Laws of Hong Kong). Under such
ordinance, the employer and its employees are each required to make monthly contribution to the
plan at 5% of the employee’s relevant income, subject to a cap of maximum relevant income of
HK$30,000.

We believe that we maintain a good working relationship with our employees and we did not

experience any significant labour disputes or any difficulty in recruiting staff for our operations
during the Track Record Period.
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ENVIRONMENTAL PROTECTION, HEALTH AND WORK SAFETY

We have engaged our contract manufacturers to manufacture our products. As such, our
daily operations do not involve any manufacturing process and do not result in production of any
harmful products.

Pursuant to the Occupational Safety and Health Ordinance (Chapter 509 of the Laws of
Hong Kong), employers are required, so far as reasonably practicable, to ensure the safety and
health at work of all the employees. Our Directors consider that we have managed our business
operations with due consideration to workplace safety and health concerns and comply with the
relevant rules and regulations requirements relating to health and safety.

We had not committed any material breach of non-compliance in relation to health and
safety matters and we did not receive any improvement notice or suspension notice issued by the
Commissioner for Labour against activity of workplace which may create an imminent hazard to
its employees during the Track Record Period and up to the Latest Practicable Date.

INSURANCE

We currently maintain general insurance policies with reputable insurance companies
covering our equipment, inventories, employees’ compensation, and business interruption. These
insurance policies cover losses against accidental damage to office contents, interruption of
normal operation of our offices and bodily injury to any person or damage to property. We
maintain product liability insurance in respect of some of our products and services. We do not
maintain public liability insurance or general third-party liability insurance, nor do we maintain
key-man life insurance.

In addition, we maintain insurance policies covering losses incurred during the delivery up to
a place where we need to bear the relevant risks according to the terms agreed with our
distributors and direct customers. We consider our insurance coverage to be sufficient for our
business operations. For details of the risk relating to our insurance coverage, please refer to the
section headed “Risk Factors — Risks related to our Business — We may not have adequate
insurance coverage to cover potential liabilities or losses” in this prospectus.

During the Track Record Period, the total insurance premiums we had paid amounted to
US$29,000, US$32,000 and US$49,000 for each of the three years ended 31 December 2015,
respectively.

Our Directors believe that our existing insurance policies are in line with the industry norm.
During the Track Record Period, we did not experience any material insurance claims nor did we
receive any material claim from our distributors and direct customers to any liability arising from
or relating to the use of our products or service.

AWARDS AND RECOGNITION
In November 2015, we were awarded the 2015 Deloitte Technology Fast 50 China (20157&
SR ERETES0RE A ZE) to recognise our continuous innovation excellence among

these participating companies in this award which have independent intellectual property rights
or proprietary technologies, and the technologies are used to bring significant revenues.
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PROPERTIES
We do not have self-owned properties. As at the Latest Practicable Date:

) we had leased seven properties in Hong Kong with a total gross floor area of
approximately 19,645 sq. ft. from several connected parties which are controlled by our
Controlling Shareholder for our business operations. We entered into tenancy
agreements (the “Tenancy Agreements”) with those connected parties dated 29
January 2016 which take effect on the Listing on normal commercial terms. These
properties are used by us as office, product development and warehouse. For further
details of the Tenancy Agreements, please refer to the section headed “Continuing
Connected Transactions” in this prospectus; and

° we had leased a property from an Independent Third Party in Hong Kong with a total
gross floor area of approximately 7,367 sq. ft. as office and warehouse, and leased a
property from an Independent Third Party in Malaysia with a total gross floor area of
approximately 2,655 sq. ft. as office space.

During the Track Record Period, we did not experience any difficulty or failure in renewing
any material lease agreements.

LEGAL PROCEEDINGS

As at the Latest Practicable Date, there were no litigation, arbitration or administrative
proceedings pending or threatened against our Group or any of our Directors which could have
may from time to time become a party to various legal, arbitration or administrative proceedings
arising from the ordinary course of our business, and that could have a material adverse effect on
our financial condition or results of operation.

LICENCES, REGULATORY APPROVALS AND COMPLIANCE

Our Directors confirm that during the Track Record Period and up to the Latest Practicable
Date, save as incidents set out under the paragraph headed “Non-Compliance Incidents” in this
section, we had complied with all relevant laws and regulations in Hong Kong and Malaysia in all
material respects and have obtained all requisite licences, approvals and permits from the
relevant regulatory authorities for our operations in Hong Kong and Malaysia.
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BUSINESS ACTIVITIES WITH CUSTOMERS FROM SANCTIONED COUNTRIES

The U.S., other jurisdictions or organisations, including the E.U., the U.N. and Australia,
have comprehensive or broad economic sanctions targeting the Sanctioned Countries.

Sales to customers from Sanctioned Countries

During the Track Record Period, we had sales with customers from some of the Sanctioned
Countries imposed by the U.S., the E.U., the U.N. and Australia, namely Belarus, Bosnia and
Herzegovina, Cote D’lvoire (Ivory Coast), Egypt, Iraq, Lebanon, Myanmar (Burma), Serbia, Russia
and Ukraine. Our Sanctions Law Advisers have advised us that the sanctions imposed by the
U.S., the E.U., the U.N. and Australia on these Sanctioned Countries during the Track Record
Period were not “country-wide sanctions”, but generally consisted of (i) restrictions on certain
forms of trade with such Sanctioned Countries; and (ii) financial sanctions (asset freezes) on
designated individuals and entities in or connected with such Sanctioned Countries, which are
included on lists maintained by the U.S., the E.U., the U.N. and Australia. The amount of total
revenue generated from sales to customers from these Sanctioned Countries for each of the three
years ended 31 December 2015 was approximately US$17,000, US$50,000 and US$93,000,
respectively, representing approximately 0.1%, 0.3% and 0.4% of our total revenue for the same
years, respectively, which was negligible to our total revenue during the Track Record Period.

Our Directors confirm that, after making reasonable enquiries, during the Track Record
Period, none of our customers were in the Sanctioned Countries which fall within the kinds of so
called “country-wide sanctions” and none of our customers from the Sanctioned Countries was a
Sanctioned Person. Our Directors further confirm that we did not entered into any sanctionable
transactions with the designated individuals and entities under financial sanctions and on the
restricted parties list maintained by the U.S., the E.U., the U.N. and Australia during the Track
Record Period.

Our Sanctions Law Advisers have advised us that, based on the information provided to
them on our Group’s historical sales to customers from the Sanctioned Countries during the
Track Record Period, and on the basis that, (i) none of our sales during the Track Record Period
were directly to customers in countries where so called “country-wide sanctions” apply; (ii) none
of these sales otherwise fell within the kinds of trade restricted by the U.S., the E.U., the U.N. or
Australia in relation to the Sanctioned Countries; (iii) none of our customers in the Sanctioned
Countries during the Track Record Period was a Sanctioned Person and we had not traded with
any entity included on the restricted parties list maintained by the U.S., the E.U., the U.N. and
Australia during the Track Record Period; (iv) Australian sanction laws only apply to Australian
incorporated entities, or entities owned or controlled by Australians or person in Australia, or
entities employing Australians or a persons in Australia who are involved with the businesses of
the entities, and our Group does not fall into any of these categories; and (v) based on the content
of the relevant U.N. Security Council resolutions, it is unlikely that our historical sales would
breach U.N. sanctions as they may be implemented in any national legislation of U.N. member
states (although this is a matter which would ultimately need to be decided in the context of such
legislation), they are not aware of any basis for enforcement action in connection with such sales
against our Group, our Shareholders and potential investors, and persons who might, directly or
indirectly, be involved in permitting the listing, trading and clearing of our Shares including the
Stock Exchange and its related group companies as a result of the Listing and trading in our
Shares on the Stock Exchange and their involvement in the Global Offering, and therefore these
sales present a low sanctions risk.

Our Directors confirm that up to the Latest Practicable Date, we had not been notified that

any sanctions would be imposed on us in relation to our sales to customers from the Sanctioned
Countries during the Track Record Period.
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We may undertake new businesses in the Sanctioned Countries if such businesses will not
expose us to any sanctions risk to maximise the interests of our Group and our Shareholders. To
achieve this, we have implemented a number of measures to control our exposure to sanctions
risk. For details of the measures we have implemented to control our sanctions risk, please refer
to the paragraph headed “Internal Control Measures — Internal control measures to identify and
monitor our exposure to risks associated with sanction laws” in this section.

Our undertaking
We have undertaken to the Stock Exchange:

(i) that we will not use the proceeds from the Global Offering, or any other funds raised
through the Stock Exchange, to finance or facilitate, directly or indirectly, activities or
business with any Sanctioned Country which are prohibited under international
sanction laws and regulations or with any Sanctioned Person;

(i) that we have no present intention to undertake any future business that would cause
us, the Stock Exchange and its related group companies, our Shareholders or potential
investors to violate or become a target of sanction laws of the U.S., the E.U., the U.N.
or Australia;

(iii) to disclose on the respective websites of the Stock Exchange and our Company if we
believe that the transactions our Group entered into in relation to a Sanctioned Country
would put us or our Shareholders and investors at risk of being sanctioned; and

(iv) to disclose in our annual reports or interim reports our efforts in monitoring our
business exposure to sanctions risk, the status of future business, if any, in the
Sanctioned Countries and our business intention relating to the Sanctioned Countries.

If we breach these undertakings to the Stock Exchange after the Listing, it is possible that
the Stock Exchange may delist our Shares.

For details of the sanction laws relevant to our business, please refer to the section headed
“Regulatory Overview — Sanction Laws” in this prospectus.

INTERNAL CONTROL MEASURES

We believe that the above non-compliance incidents and the exposure to the risks
associated with sanction laws and intellectual property rights are not crucial to our operation and
would not materially affect our business and results of operation and our Directors are of the view
that we have taken all reasonable steps to establish a proper internal control system to prevent
future recurrence of non-compliance incidents and the exposure to the risks associated with
sanction laws. Our Directors are also of the view that our internal control measures in relation to
due compliance with the law and regulations on intellectual property right have been effective and
the patent lawsuit filed in the U.S. in February 2015 regarding an expired patent should not be
considered as an ineffectiveness as we believe our products did not infringe the said expired
patent, and the claim was settled on a no admission of infringement and liability basis to avoid
lengthy and costly litigation process.
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In order to prevent future recurrence of non-compliance incidents and to identify and
monitor our exposure to risks associated with sanction laws and intellectual property rights, we
will adopt, before the Listing, enhanced internal control measures, including:

Internal control measures on tax non-compliance

(@)

We engaged a reputable firm as our tax representative to handle our Hong Kong profits
tax filing matters to prevent the reoccurrence of its non-compliance and to review our
Group’s tax compliance system and conduct tax compliance review on a regular basis.

We have strengthened the internal control measures in respect of the possible tax
liability of each member of our Group. All tax computations for the existing members
and newly established members will be prepared by an experienced accountant and
will be reviewed and approved by our finance controller on a monthly or quarterly basis.

With the support from external advisers, we have formulated annual tax plans and have
prepared fiscal budgets with appropriate tax provisions based on the prevailing
charging rates at the places/jurisdictions where the relevant members of our Group are
incorporated or having a permanent place of business. If there is any material
discrepancy between the amount of tax provision and the actual amount of the tax
payment, our financial controller will report to our Board and will review the difference
with further advice obtained from the external tax advisers. Our Directors are of the
view that all of these measures are reasonable in the circumstance in seeking to
prevent similar non-compliant incidents from happening again in the future.

Internal control measure on non-compliance with licensing requirements

(@)

Our risk management committee will regularly review the licencing status of each
member of our Group to ensure that licence renewals are carried out prior to the expiry
of the licences, and consider whether there are any requirements to obtain new
licences or permits relevant to our business.

If we become aware of any possible requirements to obtain new licences or permits
which are relevant to our Group’s business, our Risk Management Committee will
assess such requirements and we will carry out steps in applying for such licences and
permits if they are required. In the event that there is any uncertainty as to whether new
licences or permits are required, we will seek professional advice.

Internal control measures to identify and monitor our exposure to risks associated with
sanction laws

(@)

to further enhance our existing internal risk management functions, our Board has
established the Risk Management Committee. Members of the Risk Management
Committee include Mr. Chan, Mr. Chau Kit Wai and Mr. Yip Kai Kut Kenneth, and of
whom Mr. Chan serves as the chairman of our Risk Management Committee. Our Risk
Management Committee is principally responsible for monitoring our exposure to
sanction risk and overseeing our implementation of the related internal control policies;

our credit and risk control department will assist our Risk Management Committee in
the day-to-day monitoring of our sanction risk, including (i) maintaining and updating a
control list of the Sanctioned Countries and Sanctioned Persons from time to time; (ii)
reviewing the existing customers’ information against our control list of Sanctioned
Countries and Sanctioned Persons and, if needed, report to the Risk Management
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Committee; (iii) preparing summary of the use of proceeds from the Global Offering for
Risk Management Committee’s review; and (iv) monitoring our transactions against
sanction risk as requested by our Risk Management Committee;

(c) for potential distributors and direct customers from the Sanctioned Countries, our Risk
Management Committee must review and approve these potential distributors and
direct customers, with the help of external legal advisers, before we can enter into any
agreements with these potential distributors and direct customers;

(d) our Risk Management Committee may also engage external legal advisers with
necessary expertise and experience in sanctions matter to evaluate sanction risk as
and when necessary and will adhere to appropriate advice provided by such external
legal advisers;

(e) our Risk Management Committee will convene monthly meetings with our credit and
risk control department, and to the extent necessary, our sales, procurement, finance
and internal audit departments, to assess the latest sanction risk our operations may
be exposed to;

() trainings relating to sanctions law will be provided to our Directors, senior management
members and other relevant personnel,;

(g) the proceeds from the Global Offering or any other funds raised through the Stock
Exchange will be deposited in a designated bank account separate from other funds of
our Group; and

(h) our Risk Management Committee will monitor our use of proceeds from the Global
Offering, as well as the performance of our undertaking to the Stock Exchange relating
to sanctions matters.

Internal control measures to ensure compliance with the law and regulations relating to
intellectual property rights

We have an internal intellectual property team to review third party patents, to protect
our freedom to operate, and to establish our own intellectual property rights. Our internal
intellectual property team is led by Mr Yip Kai Kut Kenneth, one of our Directors and our in-
house patent attorney, and consists of R&D engineers that review patents related to our
operations to reduce the risk of infringement. Our patent application team is also led by Mr
Yip Kai Kut Kenneth, and consists of three supporting members that establish our
intellectual property rights by selectively converting some of our innovations into patents. As
intellectual property is of fundamental importance to our business, we plan to continue to
invest in our internal intellectual property team, patent application team and to engage
external intellectual property legal advisers where necessary.

Our Directors and the Sole Sponsor are of the view that the above measures will provide
reasonably adequate and effective framework to assist us in preventing future non-compliant
incidents, and in identifying and monitoring any material risks relating to sanctions law and
intellectual property rights so as to protect the interests of our Shareholders, potential investors
and us.
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CONTROLLING SHAREHOLDER

Mr. Chan will directly hold approximately 75% of the issued share capital of our Company
immediately following completion of the Global Offering, assuming the Over-allotment Option is
not exercised and without taking into account any Shares to be allotted and issued upon the
exercise of any options which may be granted under the Share Option Scheme. Accordingly, Mr.
Chan will be our Controlling Shareholder within the meaning of the Listing Rules. Mr. Chan has
confirmed that he did not have any direct or indirect interest in any business or companies, save
as disclosed in this prospectus, that engage in any business activities that compete or may
compete with our business activities. For further details, please refer to the section headed
“Substantial Shareholders” in this prospectus.

DEED OF NON-COMPETITION

In order to ensure that our Controlling Shareholder will not engage in any business
undertaking in competition with our Group, Mr. Chan (the “Covenantor”) has entered into the
Deed of Non-Competition in favour of our Company (for itself and as trustee for its subsidiaries
from time to time) pursuant to which, the Covenantor has irrevocably undertaken with our
Company that at any time during the Relevant Period (as defined below), the Covenantor shall,
save for the Restricted Business (as defined below), not, and shall procure that none of his close
associates (except any members of our Group) shall, directly or indirectly, among other things,
carry on, participate or be interested in or be engaged in any business which is or may compete
with the principal business engaged by our Group as described or contemplated in this
prospectus, including but not limited to the design, development, manufacturing and marketing of
wired and wireless routers and the related businesses ancillary to any of the foregoing (the
“Restricted Business”).

For the above purposes, the “Relevant Period” means the period commencing from the
Listing Date and shall expire upon the earliest of the dates below:

(i) the date on which the Covenantor and his close associates, individually or taken as a
whole, ceases to be our Controlling Shareholder for the purpose of the Listing Rules; or

(i) the date on which our Shares cease to be listed on the Stock Exchange.

Notwithstanding the above, the non-competition undertaking as set out above shall not
apply where:

(@) any opportunity to invest, participate, be engaged in and/or operate with a third party
any Restricted Business has first been offered or made available to our Group, the offer
should contain all information reasonably necessary for our Group to consider whether
(i) such opportunity would constitute competition with any Restricted Business; and (ii)
it is in the interest of our Group and the Shareholders of our Company as a whole to
pursue such opportunity has been offered to our Group, and our Company has, after
review by the independent non-executive Directors, declined such opportunity to
invest, participate, be engaged in or operate the Restricted Business with such third
party or together with the Covenantor and/or his close associate(s), provided that the
principal terms by which that Covenantor (or his close associate(s)) subsequently
invests, participates, engages in or operates the Restricted Business are not more
favourable than those disclosed to our Company. If our Company decides and offers to
invest, participate, be engaged in and/or operate any Restricted Business with the
Covenantor and/or his close associates (or any of them, as the case may be), pursuant
to the above, the Covenantor and/or his close associates can invest, participate, be
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engaged in and/or operate such Restricted Business with our Company. Our Company
will comply with the requirements of the Listing Rules in case of such cooperation with
the Covenantor and/or his close associates (or any of them, as the case may be);

(b) the investments in and operations of companies which are engaging in the Restricted
Business in which the Covenantor (and his close associates) is already, directly or
indirectly, interested as at the date of the prospectus and details of which have been
specifically disclosed in the prospectus; and

(c) having interests in the shares or other securities in a company engaged in Restricted
Business whose shares are listed on a recognised Stock Exchange provided that:

(i) any Restricted Business conducted or engaged in by such company (and assets
relating thereto) accounts for less than 10% of the relevant company’s
consolidated turnover or consolidated assets, as shown in that company’s
latest audited accounts; and

(i) the total number of the shares held by the Covenantor and/or his close associates
or in which they are together interested does not exceed 5% of the issued shares
of that class of our company in question, provided that the Covenantor and/or his
close associates are not entitled to appoint a majority of the directors of that
company and that at all times there is a holder of such shares holding (together,
where appropriate, with its associates) a larger percentage of the shares in
question than the Covenantor and his close associates together hold.

Our Controlling Shareholder confirms that he is, and his close associates are neither
engaged, nor interested, in any business (except for our Group’s business) which, directly or
indirectly, competes or may compete with our Group’s business and would require disclosure
under Rule 8.10 of the Listing Rules. Our Directors confirm that none of them is interested in any
business (except for our Group’s business) which competes or is likely compete, either directly or
indirectly with our business.

INDEPENDENCE FROM CONTROLLING SHAREHOLDER

Our Directors consider that our Group is capable of carrying on its business independent of,
and does not place undue reliance on, our Controlling Shareholder and his close associates
(other than members of our Group) for the following reasons:

Management independence

Our Board comprises five executive Directors and three independent non-executive
Directors. One of our Directors, Mr. Chan, is our Controlling Shareholder, and all our other
Directors and senior management possess relevant management and/or industry-related
experience to act as Directors or senior management of our Company and to make
management decisions independent from our Controlling Shareholder. Please refer to the
section headed “Directors, Senior Management and Staff” in this prospectus.

In addition, each of our Directors is aware of his fiduciary duties as a Director of our
Company which requires, that he acts for the benefit and in the best interests of our Group and
does not allow any conflict between his duties as a Director and his personal interests. In the
event that there is a potential conflict of interest arising out of any transaction to be entered into
between our Group and our Directors or their close associates, the interested Director(s) shall
abstain from voting at the relevant Board meetings of our Company in respect of such
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transactions and shall not be counted in the quorum. In addition, we have a senior management
team to make business decisions independently. Our independent non-executive Directors will
also bring independent judgment to the decision-making process of our Board.

Based on the above, our Directors are of the view that our Board, as a whole, together with
our senior management team, are capable of managing our business independently from our
Controlling Shareholder.

Operational independence

Our Directors consider that our operations do not depend on our Controlling Shareholder for
the following reasons:

(@) we have independent access to our customers;

(o) we have also established a set of internal control policies to facilitate the effective
operation of our business;

() we have our own registered patents and computer software copyrights which we can
use for producing our products and providing our services. We have also registered
trademarks which we can use for marketing our products and services;

(d) there is no competing business between our Group and our Controlling Shareholder;
and

(e) except for the lease of office premises in Hong Kong as described in the section
headed “Continuing Connected Transactions” in this prospectus, all of which our
Directors consider can be replaced if necessary within a short period of time without
incurring significant costs, there is no connected transaction between our Controlling
Shareholder or his close associates and any member of our Group.

Based on the above, our Directors are of the view that we are capable of carrying on our
business independently of our Controlling Shareholder and his close associates.

Financial independence

Our Group has an independent financial system and makes financial decisions according to
our Group’s own business needs. We have our own internal control and accounting systems and
accounting and finance department to perform independent treasury function on cash receipts
and payments, independent accounting and reporting functions and independent internal control
function. We are able to obtain financing from third parties or from our internally generated funds
without reliance on our Controlling Shareholder.

As at 31 December 2013, 2014 and 2015, the amounts due to Mr. Chan, our Controlling
Shareholder, and/or his close associates (details of which are set out in Note 18 to the
Accountants’ Report in Appendix | to this prospectus) were approximately US$246,079,
US$153,633 and US$1,808,699, respectively. All amounts due to Mr. Chan and/or his close
associates were subsequently fully settled in June 2016. Mr. Chan provided limited guarantees of
HK$22.00 million, HK$22.00 million and HK$30.60 million (equivalent to approximately US$2.84
million, US$2.83 million and US$3.95 million) for each of the three years ended 31 December
2015, respectively, for our Group’s bank facilities in favour of the banks. All limited guarantees
given to the banks will be released upon the Listing.
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Confirmation given by our Directors
Each Director confirms that he does not have any competing business with our Group.
CORPORATE GOVERNANCE MEASURES

Our Company will adopt the following measures to manage the conflict of interests arising
from competing business and to safeguard the interests of our Shareholders:

(i) as part of our preparation for the Global Offering, we have amended our Articles of
Association to comply with the Listing Rules. In particular, our Articles of Association
provide that, unless otherwise provided, a Director shall not vote on any resolution
approving any contract or arrangement or any other proposal in which such Director or
any of his/her close associates have a material interest nor shall such Director be
counted in the quorum present at the meeting;

(i) our independent non-executive Directors will review, on an annual basis, the
compliance with the undertaking by the Covenantor under the non-competition
undertaking set out in the paragraph headed “Deed of Non-Competition” in this
section;

(iii) pursuant to Rule 3A.19 of the Listing Rules, we have appointed Southwest HK Capital
as our compliance adviser with effect from the Listing Date;

(iv) the Covenantor undertakes to provide all information requested by our Company which
is necessary for the annual review by our independent non-executive Directors and the
enforcement of the non-competition undertaking set out in the paragraph headed
“Deed of Non-Competition” in this section;

(v) our Company will disclose decisions on matters reviewed by our independent non-
executive Directors relating to compliance and enforcement of the undertaking of the
Covenantors under the non-competition undertaking set out in the paragraph headed
“Deed of Non-Competition” in this section, in the annual reports of our Company;

(vi) if our independent non-executive Directors consider it necessary or desirable, they may
also engage professional advisors (including an independent financial advisor) at the
costs of our Company to advise them on matters relating to the non-competition
agreement or on any business opportunities which may be referred to us by our
Controlling Shareholder; and

(vii) the Covenantors will make an annual declaration in compliance with their undertaking
under the Deed of Non-Competition in the annual report of our Company.
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NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS UNDER RULE 14A.76(2) OF THE
LISTING RULES

Following the Listing, we will continue to have certain continuing connected transactions
which will, on an aggregate basis, constitute exempt continuing connected transactions under
Rule 14A.76(2) of the Listing Rules and will be exempt from the circular (including independent
financial advice) and shareholders’ approval requirements. Details of the continuing connected
transactions are as follows:

Tenancy Agreements

Pegatrack, our wholly-owned subsidiary, as tenant, has entered into the following tenancy
agreements (the “Tenancy Agreements”) which will continue after the Listing:

Landlord

Location

Term

Annual rent payable

Purpose of property

Historical rent

Open Gain Limited . . .

PBS Ventures Limited.

Nice Achieve Limited .

Perfect Giant Limited .

Talent Trend
International
Limited. . . ... ...

Advance Action
Limited. . .. ... ..

Unit A2, 5/F., Hong
Kong Spinners

Industrial Building,

Phase 6,

481 Castle Peak
Road,

Cheung Sha Wan,
Kowloon

Unit A5, 5/F., Hong
Kong Spinners

Industrial Building,

Phase 6,

481 Castle Peak
Road,

Cheung Sha Wan,
Kowloon

Unit A6, 5/F., Hong
Kong Spinners

Industrial Building,

Phase 6,

481 Castle Peak
Road,

Cheung Sha Wan,
Kowloon

Unit A7, 5/F., Hong
Kong Spinners

Industrial Building,

Phase 6,

481 Castle Peak
Road,

Cheung Sha Wan,
Kowloon

Unit A8, 5/F., Hong
Kong Spinners

Industrial Building,

Phase 6,

481 Castle Peak
Road,

Cheung Sha Wan,
Kowloon

Unit A9, 5/F., Hong
Kong Spinners

Industrial Building,

Phase 6,

481 Castle Peak
Road,

Cheung Sha Wan,
Kowloon

=

-+

=

-+

-

1 February 2016 to
31 December
2018

1 February 2016 to
31 December
2018

1 February 2016 to
31 December
2018

1 February 2016 to
31 December
2018

1 February 2016 to
31 December
2018

1 February 2016 to
31 December
2018
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2016:
2017:
2018:

2016:
2017:
2018:

2016:
2017:
2018:

2016:
2017:
2018:

2016:
2017:
2018:

2016:
2017:
2018:

HK$220,000
HK$264,000
HK$290,400

HK$484,000
HK$580,800
HK$638,880

HK$308,000
HK$369,600
HK$406,560

HK$341,000
HK$409,200
HK$450,120

HK$341,000
HK$409,200
HK$450,120

HK$341,000
HK$409,200
HK$450,120

Product
development

Office and product
development

Office and product
development

Office and product
development

Office and product
development

Office

2013: US$30,194
2014: US$30,163
2015: US$29,412

2013: US$54,194
2014: US$54,139
2015: US$68,111

2013: US$34,065
2014: US$34,030
2015: US$42,724

2013: US$3,548
2014: US$42,538
2015: US$47,988

2013: US$32,516
2014: US$32,484
2015: US$47,988

2013: US$44,903
2014: US$44,858
2015: US$47,988
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Landlord Location Gross area Term Annual rent payable Purpose of property Historical rent

Plan Smart Limited. .. Unit B, 5/F., Dragon 7,328 sq. ft. 1 February 2016 to 2016: HK$902,000 Office and 2013: Nil
Industrial Building, 31 December 2017: HK$1,082,400 warehouse 2014: Nil
93 King Lam Street, 2018 2018: HK$1,190,640 2015: US$30,369

Cheung Sha Wan,
Kowloon

Open Gain Limited, PBS Ventures Limited, Nice Achieve Limited, Perfect Giant Limited,
Talent Trend International Limited, Advance Action Limited and Plan Smart Limited (collectively,
the “Landlord Companies”) are wholly owned by Mr. Chan, our Controlling Shareholder and
executive Director. Therefore, each of Mr. Chan and the Landlord Companies is a connected
person of our Company for the purposes of the Listing Rules.

With respect to the transactions contemplated under the Tenancy Agreements, the historical
amounts during the Track Record Period and the proposed aggregated annual caps for the three
years subsequent to the Track Record Period are as follows:

Historical amounts Proposed aggregated annual caps
for the year ended 31 December for the year ending 31 December
2013 2014 2015 2016 2017 2018
us$ us$ us$ HK$ HK$ HK$
Aggregated rental paid/ 199,420 238,212 314,580 2,937,000 3,524,400 3,876,840
payable. . ........... (equivalent to (equivalent to (equivalent to
approximately approximately approximately
US$378,968) US$454,761) US$500,237)
Total gross area as at 12,322 sq. ft. 12,322 sq. ft. 19,645 sq. ft. 19,645 sq. ft. 19,645 sq. ft. 19,645 sq. ft.
31 December. . .. ... ..
Average monthly rent per US$1.61 Us$1.61 US$1.74 HK$13.59 HK$14.9 HK$16.45
sqg. ft. as at 31 December (equivalent to (equivalent to (equivalent to
approximately approximately approximately
US$1.75) US$1.92) US$2.12)

The proposed aggregated annual caps are based on the monthly rental under the Tenancy
Agreements, which were determined by reference to the terms and conditions of the Tenancy
Agreements, the historical rental (if any) and the prevailing market rate, and is determined on
terms no less favourable to our Group than terms available from Independent Third Parties. An
independent property valuer is of the view that the Tenancy Agreements (including the rental
payable thereunder) are fair and reasonable and the rental payment thereunder reflects the
prevailing market rate as at the date of commencement of the Tenancy Agreements.

The transactions under the Tenancy Agreements are aggregated pursuant to Rules 14A.81
to 14A.83 of the Listing Rules. Based on the respective annual caps for the transactions under the
Tenancy Agreements on an aggregated basis, it is expected that each of the percentage ratios for
the Tenancy Agreements (other than the profits ratio), where applicable, calculated by reference
to Rule 14A.77 of the Listing Rules, will be less than 5%, but the aggregated annual amount for
rental payment is more than HK$3,000,000. Accordingly, the Tenancy Agreements (on an
aggregated basis) are subject to the reporting, announcement, annual review requirements but
exempt from circular and the independent shareholders’ approval requirements under Rule
14A.76(2) of the Listing Rules.

Application for wavier

In accordance with Rule 14A.105 of the Listing Rules, the Sole Sponsor, on behalf of our
Company, has applied to the Stock Exchange for ,and the Stock Exchange has granted, a waiver
from compliance with the announcement requirement under Chapter 14A of the Listing Rules for
the non-exempt continuing connected transactions contemplated under the Tenancy
Agreements.
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Confirmations
Directors’ confirmation

Our Directors (including our independent non-executive Directors) have confirmed that the
transactions contemplated under each Tenancy Agreement have been entered into in the ordinary
and usual course of business of our Group, have been based on arm’s length negotiations, are on
normal commercial terms, fair and reasonable and in the interest of our Company and our
Shareholders as a whole. Our Directors (including our independent non-executive Directors) have
also confirm that the proposed maximum aggregated annual caps are fair and reasonable and in
the interest of our Company and our Shareholders as a whole.

Sponsor’s confirmation

The Sole Sponsor confirms that the transactions contemplated under each Tenancy
Agreement have been entered into in the ordinary and usual course of business of our Group, are
on normal commercial terms, fair and reasonable, and in the interest of our Company and our
Shareholders as a whole. The Sole Sponsor confirms that the proposed maximum aggregated
annual caps are fair and reasonable and in the interest of our Company and our Shareholders as a
whole.
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DIRECTOR, SENIOR MANAGEMENT AND STAFF
DIRECTORS

Our Board consists of five executive Directors and three independent non-executive
Directors. The functions and duties of our Board include convening shareholders’ meetings,
reporting on our Board’s work at these meetings, implementing the resolutions passed on these
meetings, determining business and investment plans, formulating our annual budget and final
accounts, and formulating our proposals for profit distributions and for the increase or reduction
of registered capital. In addition, our Board is responsible for exercising other powers, functions
and duties in accordance with the Articles.

The table below sets out the information regarding our Directors:

Relationship
with other
Date of Directors or
Date of joining appointment as Role and principal senior
Name Age Position title our Group Director responsibilities management
Executive
Directors
Chan Wing Hong 49 Executive Director and Founder 5 May 2015 Formulating overall No
Alex (RXE) . . Chairman strategies, planning and
business development
of our Group
Chau Kit Wai 41 Executive Director and 1 October 2007 27 November 2015 Overall management of No
(BfE ... .. chief executive product development,
officer managing and
implementing sales and
marketing strategies
Yip Kai Kut 41 Executive Director 1 September 2011 27 November 2015 Overseeing the intellectual No
Kenneth property and legal
(BEES) ... aspects of our Group
Chong Ming Pui 39 Executive Director 1 January 2007 27 November 2015 Overall management of No
() . hardware development
and purchasing and
production
Yeung Yu (15%) .. 40 Executive Director 1 January 2007 27 November 2015 Overall management of No
software development
and quality assurance
Independent
Non-Executive
Directors
Yu Kin Tim 58 Independent non- 21 June 2016 21 June 2016 Supervising and providing No
RERF) ... .. executive Director independent judgment
on the business and
operations of our Group
to our Board
Ho Chi Lam 57 Independent non- 21 June 2016 21 June 2016 Supervising and providing No
EF ..... executive Director independent judgment
on the business and
operations of our Group
to our Board
Wan Sze Chung 41 Independent non- 21 June 2016 21 June 2016 Supervising and providing No
(BEE) ... .. executive Director independent judgment

on the business and
operations of our Group
to our Board
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Executive Directors

Mr. Chan Wing Hong Alex (B & &) (“Mr. Chan”), aged 49, is our executive Director and
Chairman, and the founder of our Group. Mr. Chan was appointed as Director on 5 May 2015 and
designated as executive Director and Chairman of the Board on 27 November 2015. Mr. Chan has
over 28 years of experience in electronic engineering and information technology industry. He is
responsible for formulating overall strategies, planning and business development of our Group.

From September 1988 to March 1991, Mr. Chan was a Regional Network Engineer in
Telerate Asia-Pacific(s) Pte Ltd., a computerised network providing financial information such as
prices, rates, market data and news covering major financial markets. He was responsible for
building the data communications infrastructure and the fault-tolerant computing systems in Asia
Pacific.

Before establishing our Group in 2006, Mr. Chan found a group of companies, including
Unitech Networks Limited (collectively, the “Unitech Group”), in 1991, which was engaged in
trading of networking products and provision of consultancy and system integration services. The
Unitech Group ceased its business and commenced its winding up process since 2006. For
further details, please refer to paragraph headed “Disclosure required under Rule 13.51(2) of the
Listing Rules” below. Mr. Chan has not been a director of any publicly listed company during the
three years preceding the date of this prospectus.

Mr. Chan received a higher certificate in electronic engineering from the Hong Kong
Polytechnic (currently known as The Hong Kong Polytechnic University) in November 1988, and
obtained an executive master of business administration degree at The Hong Kong University of
Science and Technology in May 2004.

Disclosure required under Rule 13.51(2) of the Listing Rules

Mr. Chan was a director of the following companies prior to their dissolution:

Place of Principal business activities Date of Reasons for
Name of company incorporation prior to dissolution dissolution Means of dissolution  dissolution
Unitech Networks Limited” . . . Hong Kong Investment holding 16 January 2013 By creditors’ voluntary Insolvency
winding up
Unitech Computer Systems Hong Kong Design, implementation of 23 September By creditors’ voluntary Insolvency
Limited™ 2. ... L Internet computer and 2009 winding up

networking systems and
provision of related

services
Peplink Limited™ 23 ... .. Hong Kong Design, engineering, 11 September By creditors’ voluntary Insolvency
marketing and distribution 2009 winding up

of networking products
and embedded devices

Unitech Group Limited™ 2. ... Hong Kong Investment holding 7 August 2009 Deregistration Cessation of
business
Unitech Networks (China) Hong Kong Investment holding and 13 June 2008 Deregistration Cessation of
Limited™ 2, ... ... trading of networking business
products and provision of
related professional
services
Unitech Services Limited™ 2 .. Hong Kong Developing and trading of 7 March 2008 Deregistration Cessation of
networking products and business
the provision of related
professional services
Unitech Communications Hong Kong Trading of networking 7 March 2008 Deregistration Cessation of
Limited™ 2. ... ... products and provision of business
related professional
services
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Place of Principal business activities Date of Reasons for
Name of company incorporation prior to dissolution dissolution Means of dissolution  dissolution
Sonnex Technologies Limited™ 2 Hong Kong Trading of networking 7 March 2008 Deregistration Cessation of
products business
Unitech Communications Pte Singapore Trading of networking 22 February 2007  Struck off Cessation of
d™2 products business
UNS SDN BHD™ 2 ... .. Malaysia Inactive 19 June 2008 Struck off Cessation of
business
Unitech Network China (GZ) Ltd.* The PRC Software development, sales Not applicable Business licence Not applicable
(BHESFRM(BEM) AR and provision of technical revoked
ARE2Y services
Infodata Technology Limited . . . Hong Kong Sales of networking products 19 June 1999 Members’ voluntary Cessation of
winding up business
Advanced Network Services Hong Kong Provision of networking 13 June 2003 Deregistration Cessation of
Limited. . ............. solutions business

* English translation for identification purpose only

Notes:

M

In 1999, Mr. Chan, together with two other individuals (the “Individual Shareholders”) and five investors, who
are venture capital funds (“Investors”), had entered into a subscription agreement for subscribing interest-
bearing, convertible redeemable preference shares in Unitech Networks Limited (“UNL”) by the Investors (the
“Unitech Subscription Agreement”). Pursuant to the Unitech Subscription Agreement, the Investors agreed
to subscribe for the interest-bearing convertible redeemable preference shares in UNL at the amount of
US$3.00 million, and they were entitled to convert such preference shares into ordinary shares in UNL on the
earliest date of either the date falling five years after the date of issue of the preferred shares or the
occurrence of certain events, such as the shares listed on a recognised stock exchange or over-the-counter
market. It was also agreed that if the preferred shares were not converted by the Investors, UNL was required
to redeem any outstanding preferred shares on the date falling five years after the date of issue of the
preference shares.

According to the terms of the Unitech Subscription Agreement, Mr. Chan and the Individual Shareholders
agreed to procure the appointment of two nominees of the Investors as directors of UNL on or before the
completion contemplated under the Unitech Subscription Agreement. Mr. Chan, Individual Shareholders, the
Investors and UNL entered into a shareholders’ agreement for the purpose of regulating the business, affairs
and management of UNL pursuant to the Unitech Subscription Agreement. Following the burst of the dot-com
bubble in early 2000 and the subsequent recessions in the region, the Unitech Group had gone through a
downturn over the years. Due to the generally sluggish investment climate in 2004, neither the Investors
converted the preference shares to ordinary shares of UNL, nor UNL had sufficient funds in hand to fully pay
for the redemption money of the preference shares. Subsequent discussions had led to UNL entering into a
loan agreement with the Investors (the “Unitech Loan Agreement”) in September 2005 pursuant to which the
Investors agreed to grant a loan solely for the purpose of redemption of the preference shares, and such loan
would be repaid by instalments within 10 years from the drawdown date. Despite various efforts being made
afterward, the operation of the Unitech Group had no turnaround and it was unable to repay the outstanding
liabilities, including the loan to the Investors under the Unitech Loan Agreement. The Unitech Group ceased
its business and commenced its winding up process since 2006, including deregistration or striking off of
certain subsidiaries, while UNL, Unitech Computer Systems Limited and Peplink Limited (collectively, the
“Creditors’ Wound Up Companies”) were wound up by way of creditor’s voluntary winding up.

Pursuant to the Statement of Voluntary Winding Up in Case of Inability to Continue Business filed by the
respective Creditors’ Wound Up Companies with the Companies Registry, as these companies’ sales and
revenue were not able to cover the direct costs and operation expenses, it was considered necessary to wind
up the Creditors’ Wound Up Companies under section 228A of the Predecessor Companies Ordinance
because it was not reasonably practicable for winding up to be commenced under another section or the
Predecessor Companies Ordinance. The Liquidator’s Final Statement of Account of each of the Creditors’
Wound Up Companies had also been filed with the Companies Registry, and pursuant to which there were no
indication of any findings of non-compliance of the Predecessor Companies Ordinance nor any causes of
delay of the termination of the winding up of the Creditors’ Wound Up Companies. Further, according to
searches conducted against Mr. Chan, no disqualification order or any application for such order has been
made against Mr. Chan personally. There is also no record of any claim against Mr. Chan personally as a
defendant made by the liquidators or creditors of the Creditors’ Wound Up Companies.
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Based on these facts, Mr. Richard Leung of Counsel has opined that as: (i) the liquidator of the respective
Creditor’s Wound Up Companies has not made any findings or report of misfeasance; (ii) there has been no
disqualification order made against Mr. Chan and there will not be any prospects of such an order being made
against Mr. Chan; (iii) there has been no evidence or allegations of non-compliance with the Companies
Ordnance for the Unitech Group at the time under Mr. Chan’s management; and (iv) there has been no
challenge as to the character and integrity of Mr. Chan in his capacity as the director of the Creditors’ Wound
Up Companies before their dissolution and the dissolution of the Creditors’ Wound Up Companies has no
negative implication on Mr. Chan’s integrity and character, Mr. Chan would be an appropriate candidate for
Director of our Company under the Listing.

@) Subsidiary of Unitech Networks Limited.

(3) Peplink Limited, being a subsidiary of Unitech Networks Limited, had no relationship with our Group except
having a common controlling shareholder and director, Mr. Chan. Peplink Limited did not register and use the
brand name “Pepwave”. Although the brand name “Peplink” was used by Peplink Limited for marketing and
distribution of networking products and embedded devices prior to its dissolution, Peplink Limited did not
register “Peplink” as its trademark. Hence “Peplink” by then was not itself an intellectual property right owned
by Peplink Limited. Our Group first engaged in wireless broadband devices business in 2006 under the brand
“Pepwave”, and then we entered into the wired router market in 2007 under the brand “Peplink”. As we
believed “Pepwave” implies the wireless nature, we applied for registration of trademark on 30 April 2008 and
successfully registered and owned the brand “ ¢ wave” as our trademark in Hong Kong on 19 September
2008. We also believed that “Peplink” implies the wired nature of our products, and therefore we decided to
use “Peplink” as the brand name for our wired routers products and accordingly, we applied for registration of
trademark on 31 August 2007 and successfully registered and owned “pepink” @s our trademark in Hong Kong
on 28 March 2008. Please refer to section headed “Statutory and General Information — Further Information
about the Business of our Group — 8. Intellectual property rights of our Group” in Appendix IV to this
prospectus for further details of our trademark registrations in other jurisdictions. Mr. Richard Leung of
Counsel advised us that since there was no objection raised by Peplink Limited in the course of the
registration of “gepink” as a registered trademark in 2007 by our Group and that Peplink Limited has been
dissolved since 2009, it is unlikely that our use of “pepink” @s our trademark subsequent to such registration,
which is an intellectual property right owned by our Group will expose us to any potential liability. The
common law of passing off does not offer protection to anyone who is no longer in existence, i.e. Peplink
Limited was a dissolved entity. Our Directors confirm that the dissolution of Peplink Limited had no impact on
our Group.

(4) Unitech Networks China (GZ) Ltd. (“Unitech GZ”) was one of the subsidiaries of Unitech Networks Limited. In
or around 2007, Unitech GZ ceased all its business activities, and its business licence was revoked on 2
January 2007. No formal liquidation procedures has been carried out and subsequently the sole beneficial
owner of Unitech GZ, namely Unitech Networks (China) Limited, was wound up on 13 June 2008. Mr. Chan
confirmed that Unitech GZ had no outstanding contributions liability, and had discharged all its obligations in
respect of any payment for social insurance contributions, housing fund, tax and government fines prior to its
cessation of business.

Based on these facts, Wei Tu Law Firm has opined that (i) there is now no actual means for Unitech GZ to
carry out liquidation as its shareholder has already wound up; (ii) the shareholder of Unitech GZ had the
responsibility to carry out liquidation of Unitech GZ and Mr. Chan, as a director, is not liable for the failure to
carry out liquidation of Unitech GZ; and (iii) as the ultimate beneficial owner of Unitech GZ, Mr. Chan may
under specific circumstances be responsible for outstanding liability of Unitech GZ towards creditors, but
such claims are now time-barred, except for contribution to social insurance or housing fund, tax, or
government fines, which have no time bar.

Mr. Chan confirmed that there is no wrongful act on his part leading to the above winding up
and dissolution of the companies and he is not aware of any actual or potential claim has been or
will be made against him as a result of the winding-up and dissolution of the companies.

Mr. Chau Kit Wai (B #¢1%) (“Mr. Chau”), aged 41, is our executive Director, chief executive
officer and general manager, who joined our Group in October 2007. Mr. Chau was appointed as
Director on 27 November 2015 and designated as executive Director on 27 November 2015. He is
responsible for product development, and managing and implementing sales and marketing
strategies of our group.

Mr. Chau had over 18 years of experience in sales and marketing in information technology
industry. Mr. Chau joined our Group in October 2007 as a manager of product management and
marketing, and was then promoted to general manager in April 2008. Before joining our Group,
Mr. Chau joined Unitech Computer Systems Limited, a company principally engaged in the
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design and implementation of Internet computer and networking systems and provision of related
services, as a system engineer from June 1996, was promoted to network consultant in January
1998 for IP/network solutions design for ISPs and telecom customers, and then was transferred
to the software development group as product manager in April 1999 for product management
and marketing of in-house developed software products. He was later promoted as consultant in
sales development in July 2002 and was responsible for sales and marketing of the products. Mr.
Chau joined Cyber Express Communication Limited, a company which provides Internet access
services through broadband connections, leased line, ISDN, 56K dialup, and virtual hosting
service and professional homepage design, as a business development manager from October
2003 and Unitech Computer Systems Limited as product manager from November 2004 to
September 2007. Mr. Chau has not been a director of any publicly listed company during the
three years preceding the date of this prospectus.

Mr. Chau graduated with a Bachelor of Science degree from The Chinese University of Hong
Kong in December 1996, and obtained a degree of master of business administration at The Hong
Kong University of Science and Technology in November 2006.

Mr. Yip Kai Kut Kenneth (4 %) (“Mr. Yip”), aged 41, is our executive Director and patent
counsel. Mr. Yip was appointed as Director on 27 November 2015 and designated as executive
Director on 27 November 2015. He is responsible for overseeing the intellectual property and
legal aspects of our Group. Before joining our Group in 2011, from May 2001 to June 2002, Mr.
Yip was a technology manager in Decima Ventures Inc, a technology investment company in New
York City, the United States, where he was conducting technology research and market analysis.
He then joined Hong Kong Applied Science and Technology Research Institute Company Limited,
a research institute established by the Government of Hong Kong for enhancing Hong Kong’s
competitiveness in technology-based industries through applied research, from August 2002 to
August 2007 to manage the creation and maintenance of its intellectual property portfolio. Mr. Yip
later joined Deacons, a law firm in Hong Kong, in August 2008 as a trainee solicitor and left the
firm as an associate of the intellectual property department in August 2011. Mr. Yip has been
qualified as a solicitor of Hong Kong since December 2010. Mr. Yip has not been a director of any
publicly listed company during the three years preceding the date of this prospectus.

Mr. Yip graduated with a bachelor’'s degree from University of Waterloo in electrical
engineering in May 1997 and a master’s degree from Leland Stanford Junior University in
electrical engineering in January 1999. He obtained a master of laws degree in Chinese and
Comparative Law from City University of Hong Kong in November 2004. He then studied as an
external student and obtained a bachelor of laws degree from the University of London in August
2006, and later received a postgraduate certificate in laws from City University of Hong Kong in
July 2008.

Mr. Chong Ming Pui (3t FA ) (“Mr. Chong”), aged 39, is our executive Director and director
of hardware engineering. Mr. Chong was appointed as Director on 27 November 2015 and
designated as executive Director on 27 November 2015. He is responsible for overall
management of hardware development and purchasing and production. Before joining our
Group in January 2007, Mr. Chong was a senior hardware engineer from May 2005 to March 2006
and then was promoted to engineering manager from April 2006 to December 2006 in Unitech
Computer Systems Limited. He was mainly responsible for the hardware products development.
In January 2007, Mr. Chong joined our Group as a product development manager and then was
promoted to director of hardware engineering in February 2011. Mr. Chong has not been a
director of any publicly listed company during the three years preceding the date of this
prospectus.

Mr. Chong graduated with a bachelor of engineering degree in electrical energy systems

engineering in November 2000 and obtained a master of science degree in engineering
(communication engineering) in December 2004 from the University of Hong Kong.
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Mr. Yeung Yu (#5Hi) (“Mr. Yeung”), aged 40, is our executive Director and director of
software engineering. Mr. Yeung was appointed as Director on 27 November 2015 and
designated as executive Director on 27 November 2015. He is responsible for overall
management of software development and quality assurance. Before joining our Group in
January 2007, Mr. Yeung was a test engineer of LynuxWorks Inc., a company incorporated in the
United States and provides real-time operating systems and virtualization for safety and security
applications, from May 2000 to May 2002. He served as an assistant software engineer in the
research and development department from July 2002 to February 2003 in CCT Mobile (HK)
Limited. He later worked as a software engineer in EMSOFT Ltd., a software developer providing
multimedia solutions for consumer electronics manufacturers in Asia, from February 2003 to May
2005, and joined Unitech Computer Systems Limited as a senior software engineer, from May
2005 to December 2006. In January 2007, Mr. Yeung joined our Group as a lead engineer of
product development department and then was promoted to director of software engineering in
February 2011. Mr. Yeung has not been a director of any publicly listed company during the three
years preceding the date of this prospectus.

Mr. Yeung graduated with a bachelor of science degree in electrical and computer
engineering from the Ohio State University in March 2000.

Independent Non-executive Directors

Dr. Yu Kin Tim (£/{#i%) (“Dr. Yu”), aged 58, was appointed as our independent non-
executive Director on 21 June 2016. Dr. Yu is currently a director of Brighton Energy Hong Kong
Ltd, a company that operating manufacturing facility for casting, forging, machining, fabricating
and finishing the large steel components required for nuclear and conventional power generation,
for petrochemical and coal liquefaction pressure vessels, and for other heavy industry uses. From
May 2004 to October 2006, Dr. Yu became the managing director for North Asia of Allied Telesyn
Hong Kong Limited, a provider of secure IP and Ethernet access solutions, and from November
2006 to May 2008 he served as the managing director of Blue Coat Systems HK Limited, a
company provides services of business applications, network infrastructure and information
technology solutions. He subsequently worked as a senior manager, channel and alliance in SAP
Hong Kong Co. Limited, an enterprise application software provider with its headquarters in
Germany, from July 2008 to May 2009. From June 2009 to January 2010 and from February 2010
to December 2014, Dr. Yu was general manager of engineering service group and the president of
Brighton Equipment Corporation Limited, respectively, a company that provides pre-sale support,
installation and after-sale support. Dr. Yu has not been a director of any publicly listed company
during the three years preceding the date of this prospectus.

Dr. Yu received a higher diploma from The Hong Kong Polytechnic (currently known as The
Hong Kong Polytechnic University) in November 1981. He then obtained a master of business
administration degree and a doctorate of business administration degree from The University of
South Australia in December 1997 and December 2001, respectively.

Mr. Ho Chi Lam ({5 %) (“Mr. Ho”), aged 57, was appointed as our independent non-
executive Director on 21 June 2016. Mr. Ho was employed by Cable & Wireless HKT Limited, a
company listed on the Main Board (stock code: 00008) (which was acquired by and merged to
Pacific Century Cyberworks in 2000 and was renamed to PCCW-HKT Limited), a provider of
telecommunications services in Hong Kong, from August 1980 to February 2000, and his last
position was group manager, corporate planning and development department. He then joined
SUNeVision Holdings Limited, a company listed on the Growth Enterprise Market of the Stock
Exchange (stock code: 08008), a company which provides services such as carrier-neutral data
centre services, installation and maintenance of satellite distribution network, fibre-optic cable,
networking and security surveillance systems, and consultancy service for wireless and
broadband network projects, as a chief technology officer during its initial public offering in
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2000 and appointed as an executive director in June 2000, and resigned from the same position
in February 2001. Mr. Ho joined The Hong Kong and China Gas Company Limited, a company
listed on the Main Board (stock code: 00003), an energy supplier in Hong Kong, as a strategic
programme manager of information technology department from August 2002 to October 2003.
He later joined United Luminous International (Holdings) Limited, a company designs and
manufactures sealed LED which are used for full colour video screens, information signs, traffic
signals, automotive lighting, LED Backlights for LCD TV and specialty lighting, as a director of
operation from June 2007 to February 2009. Mr. Ho has been a general manager of The Institute
of Network Coding of The Chinese University of Hong Kong since April 2010. Mr. Ho has not been
a director of any publicly listed company during the three years preceding the date of this
prospectus.

Mr. Ho obtained a higher diploma in electronic engineering from The Hong Kong Polytechnic
(currently known as The Hong Kong Polytechnic University) in November 1978, a bachelor of
science degree in engineering in November 1980 and master of science degree in engineering in
November 1988 from The University of Hong Kong, and also completed extramural studies on a
diploma course in business management from The Chinese University of Hong Kong in January
1986. He was admitted as a member and has become a fellow member of The Hong Kong
Institution of Engineers since March 1986 and June 1996, respectively.

Disclosure required under Rule 13.51(2) of the Listing Rules

Mr. Ho was a director of the following companies prior to their dissolution:

Principal
business
Place of activities prior Date of Means of Reason for
Name of company incorporation to dissolution dissolution dissolution dissolution
AQ2 Limited. . . ... .. Hong Kong Consulting 24 December Deregistration Cessation of
services 2010 business
Southern Digital Hong Kong Development of 2 February 2007 Dissolved by Struck off by
Limited .. ....... engineering striking off Companies
products Registry

Mr. Wan Sze Chung (& 2 §2) (“Mr. Wan”), aged 41, was appointed as our independent non-
executive Director on 21 June 2016. Mr. Wan is currently the chief executive officer in Jacob
Walery Limited, a company specialising in providing corporate consultancy and training, a
position Mr. Wan has held since 1 March 2007, and an independent non-executive director of
E.Bon Holdings Limited, a company listed on the Main Board (stock code: 00599), since 27
September 2004 which is principally engaged in the supply of architectural hardware, bathroom,
kitchen collection and designer furniture in Hong Kong. He also holds certain workshops at the
Hong Kong Polytechnic University and the Hong Kong Institute of Certified Public Accountants.
Save as disclosed above, Mr. Wan has not been a director of any publicly listed company during
the three years preceding the date of this prospectus.

Mr. Wan graduated with a bachelor degree of arts in accountancy from The Hong Kong
Polytechnic University in November 1997 and a master of business administration degree from
The Chinese University of Hong Kong in December 2002. He then obtained a bachelor of law from
Tsinghua University in January 2006, a master of education degree from University of Newcastle
upon Tyne, in July 2006, and a graduate diploma in management research from University of
South Australia in August 2008. Mr. Wan is a member of the Hong Kong Institute of Certified
Public Accountants and a fellow of the Association of Chartered Certified Accountants since April
2002 and April 2007, respectively. He is also a fellow of the Hong Kong Institute of Directors and
an associate member of the Chartered Institute of Arbitrators since July 2012 and February 2003,
respectively.
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Disclosure required under Rule 13.51(2) of the Listing Rules

Mr. Wan was a director of the following companies prior to their dissolution:

Principal
business
Place of activities prior Date of Means of Reason for
Name of company incorporation to dissolution dissolution dissolution dissolution
J & W Consultants Hong Kong Trading, 3 July 2009 Deregistration Cessation of
Group Limited . . .. education, business
training and
consulting
Mind Development Hong Kong Training 30 January 2009 Deregistration Cessation of
Association business
Limited .. .......

SENIOR MANAGEMENT

The table below sets out certain information regarding members of the senior management:

Date of joining Role and principal

Name Age Position our Group responsibilities
Ng Shun Ying 39 Financial controller 20 January 2015 Overall management of
(REEH) . ......... and company finance and administrative
secretary department of our Group
Wong Shiu Kau 44 E-commerce manager 17 March 2014 Overall management of
EBE).......... online ordering system,
information management
system and operation
system
Yip Sun Nin 54 Business 20 July 2015 Overall management of sales
(EFF).......... development and business

general manager development in Asia

Ms. Ng Shun Ying (2 5% ) (“Ms. Ng”), aged 39, is our financial controller. Ms. Ng joined our
Group in January 2015. She is responsible for overall management of finance and administration
of our Group. Ms. Ng was an audit assistant from March 2000 to March 2003, and served as audit
senior from April 2003 to February 2004 in a certified public accountants firm Nexia Charles Mar
Fan & Co. She subsequently joined KPMG, an international accounting firm, in February 2004 and
worked as an assistant manager before she left KPMG in July 2006. From August 2006, she was a
finance manager, and from January 2007 to November 2011, she was promoted as a senior
finance manager in Funmobile Ltd., which was a company providing mobile phone infotainment
products and services. Before joining our Group, Ms. Ng was a senior finance manager in Premier
Consultancy Services Limited, a consultatory firm providing corporate consulting services, from
December 2011 to June 2014. Ms. Ng has not been a director of any publicly listed company
during the three years preceding the date of this prospectus.

Ms. Ng graduated with a bachelor of arts degree in accountancy in the Hong Kong
Polytechnic University in December 1999. She is a fellow member of the Association of Chartered
Certified Accountants and a member of the Hong Kong Institute of Certified Public Accountants
since August 2008 and April 2008, respectively.

Mr. Wong Shiu Kau (E#4 %) (“Mr. Wong”), aged 44, is our e-commerce manager. Mr. Wong
joined our Group in March 2014. He is responsible for overall management of online ordering
system, information management system and operation system. Mr. Wong was a software
developer in Oracle Corporation, a company engaged in software supply for enterprise
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information management from March 1997 to April 2003. Mr. Wong was a senior system analyst
from February 2005 to March 2007, and was promoted to a development manager from April 2007
to February 2008, in YesAsia.com Limited, a company engaged in online store for Asian
entertainment products. He then worked as a senior software engineer in TVB.com Limited, a
company under the major commercial television station company in Hong Kong from March 2008
to July 2008.

He founded a company named FoodWee Limited, which was engaged in the business of
advertising platform, in July 2010, and later he joined as an architect from July 2013 to March
2014 in Asurion Asia Pacific Limited, a company engaged in mobile technology device support.
Mr. Wong has not been a director of any publicly listed company during the three years preceding
the date of this prospectus.

Mr. Wong graduated with a bachelor of science degree in electrical engineering and
obtained a master of science degree in electrical engineering in December 1993 and May 1995,
respectively, in University of Wisconsin-Madison. He also obtained a master of science degree in
marketing in the Chinese University of Hong Kong in December 2009.

Disclosure required under Rule 13.51(2) of the Listing Rules

Mr. Wong was a director of the following company prior to its dissolution:

Principal
business
Place of activities prior Date of Means of Reason for
Name of company incorporation to dissolution dissolution dissolution dissolution
FoodWee Limited. .. Hong Kong Advertising 3 January 2014 Deregistration Cessation of
platform business

Mr. Yip Sun Nin (Z#1£) (“Mr. Joseph Yip”), aged 54, is our business development general
manager. He is responsible for overall management of sales and business development in Asia.
Mr. Joseph Yip joined our Group in July 2015. From June 2007 to September 2010, he worked at
Aruba Networks Hong Kong Limited, a company engaged in the design and delivery of mobility-
defined networks for enterprise customers, as the general manager of China, Hong Kong and
Macau until September 2010. From October 2010 to September 2012, Mr. Joseph Yip was the
general manager of Greater China Region at LifeSize Communications Pte Ltd., a division of
Logitech, which provides high definition video conference products for business. Mr. Joseph Yip
was a sales manager at Hewlett-Packard AP (Hong Kong) Limited, a company engaged in
providing information technology related products, technologies, software, solutions and
services, from March 2013 to April 2015. Mr. Yip has not been a director of our public listed
company during the three years preceding the date of this prospectus.

Mr. Joseph Yip graduated with a Bachelor of Science degree in electrical engineering from
the Oklahoma State University in May 1984.
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Disclosure required under Rule 13.51(2) of the Listing Rules

Mr. Joseph Yip was a director of the following company prior to its dissolution:

Place of Principal business activities Date of Reason for
Name of company incorporation prior to dissolution dissolution Means of dissolution dissolution
Treasure View Industries Hong Kong Investment holding 16 July 2004 Deregistration Cessation of
Limited. . .. ........ business
Well Creative Development  Hong Kong Company did not engage in 6 November 2015  Deregistration Company did not
Limited. . .. ........ any business activity since engage in any
incorporation business
activity since
incorporation

COMPANY SECRETARY

Ms. Ng Shun Ying (R35%#), aged 39, is our company secretary. For a description of her
biography, please refer to the paragraph headed “Senior Management” in this section.

BOARD COMMITTEES

Each of the three board committees has written terms of reference. The committees operate
in accordance with the terms of reference established by our Board.

Audit Committee

We have established an Audit Committee pursuant to a resolution of our Directors passed on
21 June 2016. Our Audit Committee has written terms of reference in compliance with Rule 3.21
of the Listing Rules and the Corporate Governance Code and Corporate Governance Report (“CG
Code”) as set out in Appendix 14 to the Listing Rules. The primary duties of the Audit Committee
of our Company are mainly to make recommendations to our Board on the appointment and
dismissal of the external auditor, review the financial statements and information and provide
advice in respect of financial reporting and oversee the internal control procedures of our
Company. At present, the Audit Committee consists of three members: all three independent non-
executive Directors, being Mr. Wan Sze Chung, who will serve as chairman of the committee, Dr.
Yu Kin Tim and Mr. Ho Chi Lam.

Remuneration Committee

We have established a Remuneration Committee pursuant to a resolution of our Directors
passed on 21 June 2016. Our Company has written terms of reference in compliance with Rule
3.25 of the Listing Rules and the CG Code. The primary functions of the Remuneration Committee
of our Company are to make recommendation to our Board on the overall remuneration policy and
the structure relating to all Directors and senior management of our Group, review performance-
based remuneration and ensure none of our Directors determine their own remuneration. At
present, the Remuneration Committee consists of three members: one executive Director, being
Mr. Chan Wing Hong Alex, who will serve as chairman of the committee, and two independent
non-executive Directors, being Dr. Yu Kin Tim and Mr. Wan Sze Chung.

Nomination Committee

We have established a Nomination Committee pursuant to a resolution of our Directors
passed on 21 June 2016. Our Company has written terms of reference in compliance with the CG
Code. The primary functions of the Nomination Committee of our Company are to review the
structure, size and composition (including the skills, knowledge and experience) of our Board at
least annually and make recommendation to our Board on any proposed changes to our Board to
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complement our Company’s corporate strategy; identify individuals suitably qualified as potential
board members and select or make recommendations to our Board on the selection of individuals
nominated for directorships; to assess the independence of our independent non-executive
Directors; and make recommendations to our Board on the appointment or reappointment of
Directors and succession planning of Directors, in particular that of our Chairman and the chief
executive officer. At present, the Nomination Committee consists of three members: one
executive Director, being Mr. Chan Wing Hong Alex, who will serve as chairman of the committee,
and two independent non-executive Directors, being Dr. Yu Kin Tim and Mr. Wan Sze Chung.

Risk Management Committee

We have established a Risk Management Committee pursuant to a resolution of our
Directors passed on 29 February 2016. Our Company has written terms of reference in
compliance with the CG Code. The primary functions of the Risk Management Committee of our
Company are to enhance our Company’s risk management ability and improve corporate
governance of our Company, as well as to assess the latest sanctions-related risks our
operations may be exposed to. At present, the Risk Management Committee consists of three
members, being Mr. Chan Wing Hong Alex, who will serve as chairman of the committee, Mr.
Chau Kit Wai and Mr. Yip Kai Kut Kenneth.

REMUNERATION POLICY

Our Directors and senior management receive compensation in the form of salaries,
discretionary bonuses, contributions to pension schemes, long-term incentives, housing and
other allowances and benefits in kind subject to applicable laws, rules and regulations.

The aggregate amount of remuneration including salaries, allowances and benefits in kind
which were paid to our Directors for each of the three years ended 31 December 2015 were
approximately US$0.72 million, US$1.03 million and US$0.95 million, respectively.

The aggregate amount of remuneration including salaries, allowances and benefits in kind
which were paid to our five highest paid individuals (excluding the Directors amongst the five
highest paid individuals) for each of the three years ended 31 December 2015 were approximately
US$0.11 million, nil and nil, respectively.

Our Company regularly reviews and determines the remuneration and compensation
packages of our Directors and senior management. After the Listing, the Remuneration
Committee of our Company will review and determine the remuneration and compensation
packages of our Directors and senior management with reference to salaries paid by comparable
companies, time commitment and responsibilities of our Directors and performance of our Group.
Under such arrangement and pursuant to our Directors’ service contracts and letters of
appointment referred to in the section headed “Statutory and General Information — Further
Information about our Directors — 9. Particulars of service contracts” in Appendix IV to this
prospectus, the aggregate amount of remuneration including salaries, allowances and benefits in
kind payable to our Directors (excluding any discretionary bonuses) for the year ending 31
December 2016 is estimated to be approximately US$1.00 million.

During the Track Record Period, no remuneration was paid by our Group to, or received by,
our Directors or senior management as an inducement to join or upon joining our Group or as a
compensation for loss of office. None of our Directors waived any remuneration during the same
period.
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SHARE OPTION SCHEME

Our Company has conditionally adopted the Share Option Scheme pursuant to which
selected participants may be granted options to subscribe for shares as incentives or rewards for
their service rendered to our Group and any entity in which any member of our Group holds an
equity interest. For details of the Share Option Scheme, please refer to the section headed
“Statutory and General Information — Other Information — 15. Share Option Scheme” in
Appendix IV to this prospectus.

COMPLIANCE ADVISER

We have appointed Southwest HK Capital as our compliance adviser pursuant to Rule 3A.19
of the Listing Rules. Pursuant to Rule 3A.23 of the Listing Rules, our Company must consult with
and, if necessary, seek advice from the compliance adviser on a timely basis in the following
circumstances:

(i) before the publication of any regulatory announcement, circular or financial report;

(i)  where a transaction, which might be a notifiable or connected transaction, is
contemplated, including but not limited to share issues and share repurchases;

(iii)  where our Company proposes to use the proceeds of the Global Offering in a manner
different from that detailed in this prospectus or where our business activities,
development or results of our Company deviate from any forecast, estimate, or other
information in this prospectus; and

(iv) where the Stock Exchange makes inquiries of our Company regarding unusual
movements in the price or trading volume of Shares, the possible development of a
false market in its securities, or any other matters as mentioned under Rule 13.10 of the
Listing Rules.

The term of appointment of our compliance adviser will commence on the Listing Date and

will end on the date of despatch of our annual report in respect of our financial results for the first
full financial year commencing after the Listing Date.
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So far as the Directors are aware, the following persons or entities will, immediately following
the completion of the Global Offering (assuming the Over-allotment Option is not exercised and
taking no account of any Shares that may be allotted and issued upon the exercise of any options
which may be granted under the Share Option Scheme), have an interest or a short position in our
Shares or underlying Shares which would fall to be disclosed to our Company and the Stock
Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO, or who will be directly
and/or indirectly interested in 10% or more of the nominal value of any class of share capital
carrying rights to vote in all circumstances at general meetings of our Company and our
subsidiaries:

Approximate

Number of percentage of
Shares held (L) shareholding in
Name Capacity (Note 1) our Company
Mr.Chan....................... Beneficial owner 750,000,000 75%
Notes:
1. The letter “L” denotes the entity/person’s long position in our Shares.

Save as disclosed above, our Directors are not aware of any person who will, immediately
following completion of the Global Offering (assuming the Over-allotment Option is not exercised
and without taking into account any Shares to be allotted and issued upon the exercise of any
options which may be granted under the Share Option Scheme), have interests or short positions
in our Shares or underlying Shares which would fall to be disclosed to our Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO, or, who is, directly or indirectly, interested in
10% or more of the nominal value of any class of shares carrying rights to vote in all
circumstances at general meetings of our Company and our subsidiaries.
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AUTHORISED AND ISSUED SHARE CAPITAL

The authorised share capital of our Company is as follows:

Authorised share

capital HK$
4,000,000,000 40,000,000
Shares

Assuming the Over-allotment Option is not exercised, the share capital of our Company
immediately following the completion of the Capitalisation Issue and the Global Offering will be as
follows (without taking into account any Shares which may be issued and allotted upon the
exercise of any options that have been may be granted under the Share Option Scheme):

Shares issued or to be issued, fully paid or credited as fully paid:

Aggregate nominal Approximate
value of Shares percentage of issued
Number of Shares Description of Shares (HK$) share capital
2 Shares in issue at the date of this 0.02 0.00%
prospectus
749,999,998 Shares to be allotted and issued 7,499,999.98 75.00%
pursuant to the Capitalisation
Issue (Note 1)
250,000,000 Shares to be allotted and issued 2,500,000.00 25.00%
in the Global Offering
1,000,000,000 Total 10,000,000.00 100.00%

Assuming the Over-allotment Option is exercised in full, the share capital of our Company
immediately following the completion of the Capitalisation Issue and the Global Offering will be as
follows (without taking into account any Shares which may be issued and allotted upon the
exercise of any options that may be granted under the Share Option Scheme):

Shares issued or to be issued, fully paid or credited as fully paid:

Aggregate nominal Approximate
value of Shares percentage of issued
Number of Shares Description of Shares (HK$) share capital
2 Shares in issue at the date of this 0.02 0.00%
prospectus
749,999,998 Shares to be allotted and issued 7,499,999.98 72.29%
pursuant to the Capitalisation
Issue (Note 1)
250,000,000 Shares to be allotted and issued 2,500,000.00 24.10%
in the Global Offering
37,500,000 Shares to be allotted and issued 375,000.00 3.61%
upon exercise of the Over-
allotment Option in full
1,037,500,000 Total 10,375,000.00 100.00%

Notes:

(1) Pursuant to the written resolutions passed by our then Shareholder on 21 June 2016, conditional on the share
premium account of our Company being credited as a result of the Global Offering, our Directors were authorised to
capitalise an amount of HK$7,499,999.98 standing to the credit of the share premium of our Company as a result of
the Global Offering and apply such sum in paying up in full at par 749,999,998 Shares for allotment and issue to the
persons whose names appear on the register of members of our Company as at 21 June 2016 in proportion to their
then existing shareholdings in our Company, and our Shares to be allotted and issued pursuant to the Capitalisation
Issue shall rank pari passu in all respects with the existing issued.
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Assumptions

The above table assumes the Global Offering has become unconditional and the issue of
Shares pursuant thereto is made as described herein. It does not take into account: (i) any Shares
which may be allotted and issued (a) pursuant to the exercise of the Over-allotment Option or (b)
pursuant to the exercise of the options which may be granted under the Share Option Scheme; (ii)
any Shares which may be allotted and issued pursuant to the issuing mandate (as described
below); or (iii) any Shares which may be repurchased by our Company pursuant to the repurchase
mandate (as described below).

Ranking

The Offer Shares will rank pari passu in all respects with all of our Shares now in issue or to
be issued as mentioned in this prospectus, and in particular, will rank in full for all dividends or
other distributions hereafter declared, made or paid on our Shares on or after the date on which
they are issued, save for entitlements to the Capitalisation Issue.

SHARE OPTION SCHEME

We have conditionally adopted the Share Option Scheme. The principal terms of the Share
Option Scheme are summarised in the section headed “Other Information — 15. Share Option
Scheme” in Appendix IV to this prospectus.

ISSUING MANDATE

Subject to the Global Offering becomes unconditional, our Directors have been granted a
general and unconditional mandate to allot, issue and deal with Shares with a total nominal value
of not more than the sum of:

() 20% of the aggregate nominal value of the share capital of our Company in issue
immediately following completion of the Capitalisation Issue and the Global Offering
(excluding any Shares which may be allotted and issued upon the exercise of the Over-
allotment Option or any options which may be granted under the Share Option
Scheme); and

(i) the aggregate nominal amount of the share capital of our Company repurchased by our
Company (if any) pursuant to the repurchase mandate as referred to below.

- 1563 -



SHARE CAPITAL

The issuing mandate will expire at the earliest of:
(i) the conclusion of our Company’s next annual general meeting;

(i) the expiration of the period within which the next general meeting of our Company is
required to be held pursuant to the Articles and the applicable laws of the Cayman
Islands; or

(iii) the passing of an ordinary resolution by our Shareholders in the general meeting of our
Company revoking, varying or renewing such mandate given to our Directors.

For further details of this issuing mandate, please refer to the section headed “Further
Information about our Group — 3. Resolutions in writing passed by our sole Shareholder” in
Appendix IV to this prospectus.

REPURCHASE MANDATE

Subject to the Global Offering becoming unconditional, our Directors have been granted a
general mandate to exercise all the powers of our Company to repurchase Shares with an
aggregate nominal value of not more than 10% of the aggregate nominal amount of the share
capital of our Company in issue following the completion of the Capitalisation Issue and the
Global Offering (excluding any Shares which may be allotted and issued upon the exercise of the
Over-allotment Option or any options which may be granted under the Share Option Scheme).

The repurchase mandate only relates to repurchases made on the Stock Exchange and/or
on any other stock exchange on which our Shares may be listed (and which is recognised by the
SFC and the Stock Exchange for this purpose) and which are in accordance with the Listing Rules
and all other applicable laws, regulations and rules.

The repurchase mandate will expire at the earliest of:
(i) the conclusion of our Company’s next annual general meeting;

(i) the expiration of the period within which the next annual general meeting of our
Company is required to be held pursuant to the Articles and the applicable laws of the
Cayman Islands; or

(iii) the passing of an ordinary resolution by our Shareholders in the general meeting of our
Company revoking, varying or renewing such repurchase mandate given to our
Directors.

For further details of this repurchase mandate, please refer to the section headed “Statutory
and General Information — Further Information about our Group — 6. Repurchase by our
Company of its own securities” in Appendix IV to this prospectus.

CIRCUMSTANCES UNDER WHICH GENERAL MEETING AND CLASS MEETING ARE
REQUIRED

As a matter of Cayman Companies Law, an exempted company is not required by law to
hold any general meetings or class meetings on an annual or regular basis. The holding of a
general meeting or class meeting is prescribed for under the articles of association of a company.
Accordingly, we will hold general meetings as prescribed for under our Articles, a summary of
which is set out in the section headed “Summary of the Constitution of our Company and Cayman
Islands Companies Law” in Appendix Ill to this prospectus.
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You should read the following discussion of our financial condition and results of
operations in conjunction with our combined financial statements and related notes set out in
the Accountants’ Report included in Appendix | to this prospectus. The Accountants’ Report
contains our audited combined financial statements as at and for each of the three years ended
31 December 2015. Our combined financial statements have been prepared in accordance with
HKFRSs, which may differ in material respects from generally accepted accounting principles in
other jurisdictions. This discussion contains forward-looking statements that involve risks and
uncertainties. Our future results could differ materially from those anticipated in these forward-
looking statements as a result of various factors, including those described in the sections
headed “Forward-Looking Statements” and “Risk Factors” and elsewhere in this prospectus.

OVERVIEW

We are a well-established SD-WAN router vendor focusing on the design, development,
marketing and sale of our products and services. Our products and services are used by
enterprise users, such as multinational companies, as well as industry users, including those in
the transportation, retail and education industries. We market and sell our products and services
to customers and end users under our own brands namely “Peplink” and “Pepwave”. We mainly
sell our products and warranty and support services provided by us through an extensive network
of distributors which consists of Independent Third Parties in different regions of the world.

We have experienced rapid growth during the Track Record Period. Our revenue increased
from approximately US$13.31 million for the year ended 31 December 2013 to approximately
US$17.95 million for the year ended 31 December 2014 and further to approximately US$21.86
million for the year ended 31 December 2015, representing a CAGR of approximately 28.2%. Our
profit for each of the three years ended 31 December 2015 was approximately US$2.57 million,
US$3.74 million and US$3.36 million, respectively, representing a CAGR of approximately 14.3%.
The decrease in profit for the year ended 31 December 2015 was primarily due to (i) a decrease in
overall gross profit margin resulted from our pricing strategy to increase market share and change
of product mix; and (ii) the listing expense and an increase in staff cost and general office
expenses which was in line with our business expansion.

BASIS OF PRESENTATION

Our Company was incorporated in the Cayman Islands on 5 May 2015. We underwent a
Reorganisation in anticipation of the Global Offering, pursuant to which our Company became the
holding company of the companies now comprising our Group. As the companies now
comprising our Group were under the common control of our Controlling Shareholder before
and after the Reorganisation, the Reorganisation has been accounted for on the basis of merger
accounting as if the Reorganisation had been completed at the beginning of the Track Record
Period. Accordingly, our combined statements of profit or loss and other comprehensive income,
combined statements of changes in equity and combined statements of cash flows for any year
during the Track Record Period include the results and cash flows of all companies now
comprising our Group from the earliest date presented or since the date when the relevant
subsidiaries or businesses first came under the common control of our Controlling Shareholder,
where this is the shorter period. Our combined statements of financial position as at each
reporting date during the Track Record Period have been prepared to present the assets and
liabilities of the subsidiaries using the existing book values from our Controlling Shareholder’s
perspective. No adjustments are made to reflect fair values or recognise any new assets or
liabilities as a result of the Reorganisation.
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MAJOR FACTORS AFFECTING OUR RESULTS OF OPERATIONS

Our financial condition and results of operations are affected by a number of factors,
including those set out below:

Product/Service Mix

We generated our revenue primarily from the design, development, marketing and sale of our
SD-WAN routers as our principal products. We have developed and will continue to develop new
products to expand and diversify our product portfolio. We also generated revenue from other
businesses such as software licences, and warranty and support services. The profitability of our
product sales and provision of services varies according to factors including the nature of the
products and services, technological development and market supply and demand. As different
products generally have different demand and prices and are in different stages of their product
cycles, changes in revenue mix in connection with the sales of products and provision of services
may affect our revenue and financial results.

Market Demand for our Products

We develop and sell our SD-WAN routers to our customers in international markets. The
demand for our products is affected by the level of continuous growth in the use of Internet,
particularly access the Internet through 3G/4G LTE in the countries that our customers reside. If
the infrastructure is unable to support the growing use of the Internet, end users’ use of the
Internet may be hindered and demand for our products may decline. If the usage of the Internet
does not continue to grow, or if the Internet infrastructure, does not effectively support its growth,
our revenue and growth could be adversely affected.

Pricing and Cost of Raw Materials and Components

Our cost of inventories sold accounted for approximately 87.6%, 87.7% and 91.7% of our
cost of sales during each of the three years ended 31 December 2015. Our major raw materials
used for our products include CPUs and wireless communication modules. The availabilities and
prices of these components and raw materials depend on domestic and global market conditions
and our relationships with suppliers. Fluctuations in the prices of these components and raw
materials may affect the manufacturing and service costs of ourselves and our suppliers. We price
our products generally based on our estimated or actual costs incurred plus a profit margin. Our
results of operations are therefore affected by our ability to price our products at our desired
profit margins and to accurately estimate and account for our product costs under this cost-plus
pricing structure. Our pricing and bargaining power can be affected by market factors such as
intensified competition from other competitors and any decrease in wholesale or retail prices to
our customers in the market, as well as changes in demand for our products.

Technology Change

The market for our products is characterised by continuing technological development,
evolving industry standards, increasing number of product certification, changing customer
needs, frequent new product introductions and enhancements, and occasional changes in
government policies and regulations. The introduction of products by our direct competitors or
others embodying new technologies, the introduction and adoption of new product certification,
the emergence of new industry standards, changes in customer requirements or changes in
government policies and regulations could render our existing products obsolete, unmarketable,
or less competitive. In particular, an industry-wide adoption of new standards could reduce the
importance of the functionality of our products and materially adversely affect the
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competitiveness and market acceptance of our products. Further, when we market and sell our
products to a new regional market or a new industry, our products may need to be certified and
qualified to gain the trust of the new regional market or new industry.

Our success depends upon our ability to enhance existing products, to respond to changing
customer requirements, technological and competitive developments and emerging industry
standards, and to conduct research and development, work with raw materials suppliers and
contract manufacturers and introduce new products in a timely manner. We cannot guarantee
that we will not experience delays in releasing new products, new software and product
enhancements as we experienced such delays in the past. It is possible that some of our
distributors and end users defer purchasing our products until the new products, new software or
product enhancements are released. Further, even if we are able to develop new products, new
software and product enhancements, we cannot assure that they will achieve market acceptance.

CRITICAL ACCOUNTING POLICIES, ESTIMATES AND JUDGEMENTS

We have identified certain accounting policies that are significant to the preparation of our
combined financial statements. Some of our accounting policies involve subjective assumptions
and estimates, as well as complex judgments relating to accounting items. In each case, the
determination of these items requires management to make subjective and complex judgments
based on information and financial data that may change in future periods. When reviewing our
combined financial statements, you should consider (i) our significant accounting policies; (ii) the
judgments and other uncertainties affecting the application of such policies; and (iii) the
sensitivity of reported results to changes in conditions and assumptions. We set out below those
accounting policies that we believe are of critical importance to us or involve the most significant
estimates and judgments used in the preparation of our financial statements:

° Revenue recognition

° Intangible assets

) Impairment of tangible and intangible assets other than goodwill

° Inventories

° Taxation

Please refer to notes 4 and 5 to our combined financial statements included in the
Accountants’ Report in Appendix | to this prospectus for further details of the significant

accounting policies, judgments and estimates, which are important for an understanding of our
financial condition and results of operations.
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DESCRIPTION OF SELECTED ITEMS IN COMBINED STATEMENTS OF PROFIT OR LOSS

The table below summarises the combined statements of profit or loss data from the
Financial Statements during the Track Record Period, details of which are set out in the
Accountants’ Report in Appendix | to this prospectus:

For the year ended 31 December

2013 2014 2015

US$’000 US$’000 US$’000
Revenue. . . ... ... ... 13,306 17,946 21,859
Costofsales. . ..... ... ... (4,655) (6,910) (9,166)
Grossprofit . ....... ... ... . .. ... ... 8,651 11,036 12,693
Otherincome. . . .. ... .. 34 129 69
(Allowance for) reversal of allowance for doubtful debts . . . . . — 177 —
Selling and distribution expenses . .. .................. (830) (1,035) (1,003)
Administrative expenses. . .. ... .. ... oo, (1,706) (2,049) (2,710)
Research and development expenses . .. ............... (3,136) (3,969) (3,907)
Listing expenses . . .. .. .. — — (1,001)
Financecosts ... ... ... ... .. . .. ... .. . (4) (4) (1)
Profit before taxation . . . ... ........ ... ... ... ...... 3,009 4,285 4,140
Income tax eXpenses . . . . . ... (444) (542) (783)
Profit fortheyear. ... ...... ... ... ... ... ... ... ... 2,565 3,743 3,357
Revenue

During the Track Record Period, we generated revenue mainly from the sale of SD-WAN
routers and the grant of software licences including SpeedFusion and InControl cloud service for
managing our devices, and the provision of warranty and support services in connection with our
products. Our revenue represents the net invoiced value of (i) the products sold, after deducting
allowances for returns and trade discounts; and (ii) services rendered.

Our product/service consist mainly of the following categories: (i) SD-WAN routers which are
further divided into wired and wireless products; (i) warranty and support services; and (iii)
software licences. While we historically generated our revenues mainly from the sale of SD-WAN
routers, we expect our business in the grant of software licences and the provision of warranty
and support service will become a more important source of income in the next few years due to
the fact that accumulated number of SD-WAN routers is increasing and they require extended
services or warranties.

The table below sets out our revenue by product/service category during the Track Record
Period:

For the year ended 31 December

2013 2014 2015
Revenue % of total Revenue % of total Revenue % of total
US$’000 % UsS$’000 % Us$000 %
SD-WAN routers:
Wired . .. 6,487 48.8 7,493 41.8 6,987 32.0
Wireless. . . ..o 4,503 33.8 7,635 42.5 10,685 48.9
Warranty and support services:
Embedded warranty . . . . ... ... .. 1,030 7.7 1,721 9.6 2,499 11.4
Additional warranty and suppart . .. ........ ... ..., 802 6.1 860 4.8 1,406 6.4
Software licences. . . .. ... .. 484 3.6 237 1.3 282 1.3
Total. . .. ... . 13,306 100.0 17,946 100.0 21,859 100.0

Our revenue experienced continuous growth in each year from 2013 to 2015, primarily due to
introduction of new and improved products, such as MAX BR series with 4G LTE capabilities,
enhanced awareness of our brand and growing customer base for our products which was in line
with strong market demand for Internet connectivity in recent years.
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In order to capture the potential growth in wireless Internet connectivity due to the industry
trend of expanding 4G LTE networks and decrease of the network costs, as such in 2013 we
strategically changed our focus from wired routers to wireless routers in response to increasing
demand for wireless networks and the intention to expand our customer base. Our revenue
derived from the sales of wireless routers accounted for approximately 33.8%, 42.5% and 48.9%
of total revenue for each of the three years ended 31 December 2015, respectively and the
amount exceeded the revenue from the sale of wired routers since 2014.

The table below sets out the breakdown of revenue from the sale of major products during
the Track Record Period:

For the year ended 31 December
2013 2014 2015
Sales Sales Sales
Revenue volume Revenue volume Revenue volume
US$’000 units US$’000 units US$’000 units

Major products
Wired routers:

Balance small network series . .. .................... 972 5,349 1,364 5,412 1,478 6,389
Balance enterprise series . . . ... ... .. . 5,508 4,331 5,685 3,839 5,207 3,412
Others. . . 7 5 444 213 302 127
Total. . ... 6,487 9,685 7,493 9,464 6,987 9,928

Wireless routers:

MAX HD series . .......... i, 1,115 913 2,344 1,560 2,979 1,726
MAX BRseries. . ......... i 912 3,774 2,594 10,158 5,221 23,347
MAX USBseries ................... ... 957 3,107 933 4,636 811 4,718
Others. . ... ... . 1,519 13,394 1,764 12,724 1,674 15,694
Total. . .......... . ... . 4,503 21,188 7,635 29,078 10,685 45,485

We sell products mainly to customers in North America. We expect the North American
market will continue to account for a major part of our revenue in the foreseeable future. In terms
of absolute sales amount, sales to North America, EMEA and Asia experienced continuous
growth during the Track Record Period.

For the year ended 31 December 2013, our revenue was mainly derived from North America
which accounted for approximately 47.4% of our total revenue. In order to reduce the reliance on
North American market, we strategically expanded our distribution network to EMEA and Asian
regions starting from 2014. The growth in sales from EMEA exceed the growth in sales in North
America for the year ended 31 December 2014 and 2015, which led to a decreasing trend in the
percentage of total revenue from North America accordingly. For the year ended 31 December
2015, our sales in EMEA experienced a strong growth by approximately 50.7% when compared to
year 2014, which was driven by the demand for MAX BR series for the transportation market and
was in line with the expansion of 4G LTE networks in that region.

The table below sets out the breakdown of revenue by location of customers in terms of
absolute amount and as a percentage of total revenue during the Track Record Period:

For the year ended 31 December

2013 2014 2015

Revenue % of total Revenue % of total Revenue % of total

US$’000 % Us$’000 % US$’000 %
North America . . .. ... ... . . . . i 6,310 47.4 7,519 41.9 9,179 42.0
EMEA . . 3,045 22.9 4,878 27.2 7,352 33.6
ASIA . 2,937 221 4,538 25.3 4,669 21.4
Others. . ... 1,014 7.6 1,011 5.6 659 3.0
Total. . . ... 13,306 100.0 17,946 100.0 21,859 100.0
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Cost of Sales

Cost of sales represents cost and expenses directly attributable to the sale of our products,
warranty and support services, it comprises mainly (i) cost of inventories sold; (ii) warranty costs;
and (iii) other direct expenses. Cost of inventories sold is our main component of cost of sales and
accounted for approximately 87.6%, 87.7% and 91.7% of our total cost of sales for each of the
three years ended 31 December 2015, respectively, which mainly included purchase costs of
routers made by contract manufacturers, components, raw materials and accessories. Warranty
costs represent costs of provision for customer support services and repair services. Other direct
expenses mainly include labour cost, direct shipping expense and insurance.

The table below sets out the breakdown of cost of sales by components of cost of sales in
terms of absolute amount and as a percentage of total cost of sales during the Track Record
Period:

For the year ended 31 December

2013 2014 2015
Cost of Cost of Cost of
Sales % of total Sales % of total Sales % of total
Us$’000 % US$’000 % US$’000 %
Cost of inventories sold . . . ........................ 4,077 87.6 6,060 87.7 8,407 91.7
Warranty costs. . .. ... .. . 485 10.4 420 6.1 530 5.8
Other direct expenses .. ....... ... .. ... 93 2.0 430 6.2 229 2.5
Total. . . ... 4,655 100.0 6,910 100.0 9,166 100.0

Gross Profit and Gross Profit Margin

For each of the three years ended 31 December 2015, our gross profit was approximately
US$8.65 million, US$11.04 million and US$12.69 million, respectively, and our overall gross profit
margin was approximately 65.0%, 61.5% and 58.1%, respectively.

The table below sets out our Group’s gross profit and gross profit margin by product/service
category during the Track Record Period:

For the year ended 31 December

2013 2014 2015

Gross Gross Gross

Gross profit Gross profit Gross profit

profit margin profit margin profit margin

US$’000 % Us$’000 % Us$000 %
SD-WAN routers:

Wired . .. 4,547 70.1 5,227 69.8 4,687 67.1
Wireless . .. .. 2,088 46.4 3,411 44.7 4,350 40.7
Warranty and support services . . .................... 1,632 83.6 2,161 83.7 3,374 86.4
Software licences. . . ... ... 484 100.0 237 100.0 282 100.0
Total. . . ... 8,651 65.0 11,036 61.5 12,693 58.1

Our wireless routers recorded the lowest profit margin among all of our products and
services while the profit margins of our wired routers, warranty and support services and software
licences were higher than our overall gross profit margin during the Track Record Period. Our
business was not affected by seasonality and our gross profit margin depends on a combination
of factors, including the sales volume of our products, the prices at which we charge for our
products, the discount level that we offer to our distributors, and the cost of raw materials and
components.
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The table below sets out the sales volume, average selling price, average unit cost, average
gross profit and gross profit margin of wired and wireless routers during the Track Record Period:

For the year ended 31 December

2013 2014 2015
Average Average Average Gross Average Average Average Gross Average Average Average Gross
Sales selling unit gross profit Sales selling unit gross profit Sales selling unit gross profit
volume price cost profit margin  volume price cost profit margin volume price cost profit margin
units uss$ uss$ uss$ % units uUss$ uss$ uss$ % units uUss$ uss$ uss$ %
SD-WAN routers:
Wired ....... 9,685 670 200 470 70.1% 9,464 792 239 553  69.8% 9,928 704 232 472 671%
Wireless . . ... 21,188 213 114 99  46.4% 29,078 263 145 118  44.7% 45,485 235 139 96  40.7%
Total. . ......... 30,873 38,542 55,413
Overall gross profit
margin of SD-
WAN routers . . 60.4% 57.1% 51.1%

Our product portfolio covers low-priced to high-priced range products in order to meet
customer demand for different degree of product functionality, connectivity and stability. Wired
routers comprise our Balance series and MediaFast series which are capable of connecting
multiple devices and end users’ networks to the Internet through multiple WAN connections.
Wireless routers mainly comprise our MAX BR series and MAX HD series and other series (which
include a variety of miscellaneous low-priced wireless models) which are capable of connecting
multiple devices and end users’ networks to the Internet through wireless connections.

Our gross profit increased by approximately US$1.65 million from approximately US$11.04
million in 2014 to approximately US$12.69 million in 2015. This was mainly contributed by
increase in sale of wireless routers and warranty and support services which was partially offset
by decrease in gross profit from sale of wired routers. Due to strong U.S. dollars in 2015, the sale
of our wired router, especially the high-priced wired models, in the Asian region was affected. In
response to the currency fluctuation and our continuous effort to expand market share, we
adjusted our pricing strategy in order to make our products more competitive especially in the
Asian region. As a result, the average selling price, average gross profit and gross profit margin of
our wired routers in 2015 were lower than those of 2014. Our sales in the Asian region only
recorded a low growth of approximately 2.9% in 2015.

For our wireless routers, in additions to the above change of pricing strategy, the sale of
lower margin wireless models in our product mix of our wireless routers increased from
approximately 57.1% in 2014 to approximately 64.5% in 2015 and also contributed the decrease
in the average selling price, average gross profit and gross profit margin of our wireless routers in
2015. Although the average selling price of our wireless products sold decreased in 2015, the
significant increase in sales volume offset and overrode the negative effect to our gross profit
caused by the decrease in the average selling price, which resulted in an increase in our gross
profit of wireless products in 2015. The decrease in our gross profit margin in 2015 was mainly
contributed by an increase in the sale of our lower margin product mix. The impact from the
increase in the sale of our lower margin product mix was greater than the impact from strong U.S.
dollars as the impact caused by strong U.S. dollars affected mainly the Asian region which
contributed approximately 21.4% of our total revenue in 2015.

In 2014, our gross profit increased by approximately US$2.39 million to approximately
US$11.04 million. This was mainly contributed by increase in gross profit of wired routers,
wireless routers and warranty and support services. In 2014, the sale of lower margin wireless
models (mainly MAX BR series) in our product mix of our wireless routers increased from
approximately 54.0% in 2013 to approximately 57.1% in 2014 and accounted for a higher portion
of revenue from sale of our wireless routers, the gross profit margin of wireless routers decreased
from approximately 46.4% in 2013 to approximately 44.7% in 2014.
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All R&D costs of software licences are recognised as R&D expenses when incurred.
Therefore, the gross profit margin of software licences was 100% during the Track Record Period.

For illustration purpose only, the table below sets out sensitivity analysis of our net profit for
the year with reference to the fluctuation on the average selling price of routers and total cost of
inventories sold during the Track Record Period:

Hypothetical Hypothetical Hypothetical Hypothetical
increase/ increase/ increase/ increase/
decrease in decrease in decrease in decrease in
average selling average selling total cost of total cost of
price of routers price of routers inventories inventories
by 5% by 10% sold by 5% sold by 10%
US$’000 US$’000 US$’000 US$’000
Decrease/Increase in our net
profit for the year:
Year ended 31 December
2013 ... ... 459 918 170 340
Year ended 31 December
2014 ... ... 632 1,263 253 506
Year ended 31 December
2015 ... ... 738 1,476 351 702

It demonstrates the impact of the hypothetical increase or decrease in the average selling
price of routers and total cost of inventories sold on our net profit for the year, while all other
factors remain unchanged.

Other Income

Other income comprises mainly (i) bank interest income; and (ii) net gain on sales of parts
material to contract manufacturers. For more details, please refer to the section headed
“Business — Suppliers” in this prospectus.

Allowance for (Reversal of Allowance for) Doubtful Debts

The allowance for doubtful debts is provided on an individual basis for those trade debtors
which have either been in severe financial difficulties or default payments. For the year ended 31
December 2013, approximately US$147 allowance for doubtful debts was recognised on trade
receivables and for the year ended 31 December 2014, a reversal of allowance for doubtful debts
of approximately US$0.18 million was recognised. Other than the above, no other allowance for
(reversal of allowance for) doubtful debts was noted during the Track Record Period.

Selling and Distribution Expenses
Selling and distribution expenses comprise mainly (i) salaries and benefits of our sales and
marketing staff; (ii) advertising and promotion expenses incurred to promote our products; and (iii)

others represent entertainment and overseas travelling expenses relating to our sales and
marketing activities.
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The table below sets out the breakdown of selling and distribution expenses during the
Track Record Period:

For the year ended 31 December

2013 2014 2015
UsS$’000 Us$’000 US$’000
Staffcosts. . . ... .. 350 495 536
Advertising and promotion expenses. . . ............ 360 425 408
Others. . . .. .. 120 115 59
Total. . . ... ... 830 1,035 1,003

Administrative Expenses

Administrative expenses comprise mainly (i) salaries and benefits of our administrative,
finance and other supporting staff; (ii) depreciation and amortisation; (iii) office and rental
expenses; (iv) computer expenses; (v) exchange difference, net; and (vi) miscellaneous expenses.

The table below sets out the breakdown of administrative expenses during the Track Record
Period:

For the year ended 31 December

2013 2014 2015
Us$’000 Us$’000 US$’000
Staffcosts. . .. ... .. 748 740 1,062
Depreciation and amortisation. . . . ................ 201 244 332
Office and rental expenses . . . . . ........ .. ....... 493 651 843
Computer expenses . . . . ... . e 50 107 62
Exchange difference, net ... ... ... ... ... ... ... 49 123 217
Others™e™ 165 184 194
Total. . . ... .. . 1,706 2,049 2,710

Note: Others mainly include bank charges, audit fee and office expenses.
Research and Development Expenses

R&D expenses comprise mainly (i) salaries and benefits of our engineering, testing and
supporting staff; (i) R&D costs including product testing fee, certification cost, tooling,
components and parts used for product research and development purpose; and (iii)

consultancy fee incurred for research and development purpose.

The table below sets out the breakdown of R&D expenses during the Track Record Period:

For the year ended 31 December

2013 2014 2015
Us$’000 US$’000 US$’000
Staffcosts. . . ... ... 2,428 3,208 3,104
R&D costs. . . .. .. 549 493 517
Consultancy fee. . . ... ... 159 268 286
Total. . . ... ... 3,136 3,969 3,907

For each of the three years ended 31 December 2015, approximately US$21,000,
US$78,000 and US$0.27 million of our R&D expenses were capitalised as intangible assets for
development and protection of our intellectual properties.
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Listing Expenses

Listing expenses represent the legal, professional and other fees with respect to the Listing.
We recorded listing expenses of approximately US$1.00 million for the year ended 31 December
2015.

Finance Costs

Finance costs consist of interest on bank borrowings incurred in connection with the credit
facilities provided by commercial banks in Hong Kong.

Income Tax Expenses

During the Track Record Period, we provided for Hong Kong profits tax at a rate of 16.5% on
our estimated assessable profits arising in Hong Kong. Taxation arising in other jurisdictions is
calculated at the rates prevailing in the relevant jurisdictions.

Our income tax expenses consist primarily of corporate income tax and movements in
deferred tax assets and liabilities. For each of the three years ended 31 December 2015, our
income tax expenses were approximately US$0.44 million, US$0.54 million and US$0.78 million,
respectively, and our effective income tax rate was approximately 14.8%, 12.6% and 18.9%,
respectively. For the years ended 31 December 2013 and 2014, the effective tax rates were lower
than 2015 due to the utilisation of tax loss carried forward from the previous financial years before
the Track Record Period. The related tax losses arose in the previous financial years in which
Pepwave made adjusted accumulated tax losses of approximately US$1,154,000 due to Pepwave
spent several years since its incorporation in developing and marketing the wireless broadband
devices and solutions so as to penetrate the market, and Pismo Labs made adjusted
accumulated tax losses of approximately US$806,000 due to the intra-group income earned by
Pismo Labs not sufficient in fully covering the R&D expenses and other administrative expenses
incurred. The tax losses of approximately US$268,000 and US$12,000 in 2013, and
approximately US$886,000 and US$55,000 in 2014, were subsequently utilised to offset
against taxable income which were computed based on profit before tax of Pepwave and
Pismo Labs, respectively, adjusted by income not taxable and expenses not deductible for tax
purposes, in years 2013 and 2014.

For the year ended 31 December 2015, the higher effective tax rate than the domestic
income tax rate of 16.5% was mainly due to the listing expenses incurred not deductible for tax
purposes. In addition, Pismo Research (Malaysia) made adjusted loss of approximately
US$117,000 due to the intra-group income earned by Pismo Research (Malaysia) not sufficient
in fully covering the supporting services and administrative expenses incurred and Peplink
International made adjusted loss of approximately US$42,000 due to lesser sale orders were
concluded during the year by Peplink International. Pismo Labs used its tax losses of
approximately US$538,000 carried forward from previous years to set off against its taxable
income in year 2015.

As at the Latest Practicable Date, we had paid or made provisions for all taxes and did not
have any material disputes with tax authorities.
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RESULTS OF OPERATIONS
Year Ended 31 December 2015 Compared with Year Ended 31 December 2014
Revenue

Our revenue increased by approximately US$3.91 million or 21.8% from US$17.95 million for
the year ended 31 December 2014 to approximately US$21.86 million for the year ended 31
December 2015. The increase was mainly attributable to an increase of approximately US$3.05
million and US$1.37 million in the sale of wireless routers, software licences, and warranty and
support services, respectively, which was partially offset by a decrease of approximately US$0.50
million in the sales of wired routers. General increase in sales was primarily due to (i) increasing
demand from our distributors in North American and EMEA regions; and (ii) an increase in the sale
volume in our products, in particular, the increase in sales driven by the MAX BR and MAX HD
series for use in transportation passenger Wi-Fi services found in buses, coaches and ferries. This
was in line with the industry trend of expanding 4G LTE networks globally and the decrease of
such network costs. The resulting increase in sales from increased sales volume outweighed the
impact of decrease in average selling price of products.

Cost of Sales

Our cost of sales increased by approximately US$2.26 million or approximately 32.7% from
US$6.91 million for the year ended 31 December 2014 to approximately US$9.17 million for the
year ended 31 December 2015. The increase in our total cost of sales was generally in line with
the increase in our sales volume.

Our total cost of sales for wired routers increased slightly by approximately 1.3% to
approximately US$2.30 million for the year ended 31 December 2015 from approximately
US$2.27 million for the year ended 31 December 2014 and are in line with the increase in sales
volume of wired routers. Our total cost of sales for wireless routers increased by approximately
50.2% to approximately US$6.34 million for the year ended 31 December 2015 from
approximately US$4.22 million for the year ended 31 December 2014 as a result of increase in
sales volume.

Gross Profit and Gross Profit Margin

As a result of the foregoing, our gross profit increased by approximately US$1.65 million or
14.9% from approximately US$11.04 million for the year ended 31 December 2014 to
approximately US$12.69 million for the year ended 31 December 2015. Our overall gross profit
margin decreased from approximately 61.5% for the year ended 31 December 2014 to
approximately 58.1% for the year ended 31 December 2015.
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The table below sets out the breakdown of our gross profit and gross profit margin of each
product/service category for the year ended 31 December 2014 and 2015, as well as the
percentages of change in gross profit from the year ended 31 December 2014 to the year ended
31 December 2015:

For the year ended 31 December

2014 2015
Gross Gross Change
Gross profit Gross profit in gross
profit % of total margin profit % of total margin profit
US$’000 % % US$’000 % % %
SD-WAN routers:
Wired ............ 5,227 47.4 69.8 4,687 36.9 67.1 (10.3)
Wireless . ......... 3,411 30.9 44.7 4,350 34.3 40.7 27.5
Warranty and support
services. . . ....... 2,161 19.6 83.7 3,374 26.6 86.4 56.1
Software licences. . . .. 237 2.1 100.0 282 2.2 100.0 19.0
Total. .. ........... 11,036 100.0 61.5 12,693 100.0 58.1 15.0

The gross profit for wired routers decreased from approximately US$5.23 million for the year
ended 31 December 2014 to approximately US$4.69 million for the year ended 31 December 2015
where the gross profit margin decreased from approximately 69.8% to 67.1% during the same
period. A majority of our products was priced and traded in U.S. dollars. Due to strong U.S.
dollars in 2015, the sale of our wired routers, especially those high-priced models, in the Asian
region was affected. In response to the currency fluctuation and our continuous effort to expand
market share, we adjusted our pricing strategy in order to make our products more competitive
especially in the Asian region. As a result, the average selling price, average gross profit and
gross profit margin of our wired routers in 2015 were lower than those of 2014. Our sales in the
Asian region only recorded a low growth of approximately 2.9% in 2015.

The gross profit for wireless routers increased from approximately US$3.41 million for the
year ended 31 December 2014 to approximately US$4.35 million for the year ended 31 December
2015 where the gross profit margin decreased from approximately 44.7% to 40.7% in the same
period. The increase in the gross profit was primarily due to an increase in the sale volume of our
lower margin wireless products. In addition to the impact from the above change of pricing
strategy, the decrease in our gross profit margin of wireless routers in 2015 was also contributed
by an increase in the sale of our lower margin product mix. The impact from the increase in the
sale of our lower margin product mix was greater than the impact from strong U.S. dollars as the
impact caused by strong U.S. dollars affected mainly the Asian region which only contributed
approximately 21.4% of our total revenue in 2015.

The gross profit for warranty and support services increased from approximately US$2.16
million for the year ended 31 December 2014 to approximately US$3.37 million for the year ended
31 December 2015, and the gross profit margin increased from approximately 83.7% to 86.4% in
the same period. The increase in the gross profit was mainly due to the increase in the product
warranty service fee along with our increase in sale volume of routers.

The gross profit for software licences increased slightly from approximately US$0.24 million
for the year ended 31 December 2014 to approximately US$0.28 million for the year ended 31
December 2015. All R&D costs of software licences are recognised as R&D expenses when
incurred. Therefore, the gross profit margin of software licences is 100% during the Track Record
Period.
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Other Income

Other income decreased by approximately US$0.06 million from approximately US$0.13
million for the year ended 31 December 2014 to approximately US$0.07 million for the year ended
31 December 2015. The decrease was mainly due to the decrease in net gain from the sale of
parts material.

Allowance for (Reversal of Allowance for) Doubtful Debts

Reversal of allowance for doubtful debts of approximately US$0.18 million was recognised
for the year ended 31 December 2014 due to receipt of settlement for trade receivables for which
allowance for doubtful debts had previously been made, and no such amount was noted for the
year ended 31 December 2015.

Selling and Distribution Expenses

Our selling and distribution expenses decreased slightly by approximately US$0.04 million
or approximately 3.9% from approximately US$1.04 million for the year ended 31 December 2014
to US$1.00 million for the year ended 31 December 2015. The decrease was mainly attributable to
decrease in overseas travelling expenses as we mainly invited customers to visit our office in
Hong Kong for product updates and technical training in 2015.

Administrative Expenses

Our administrative expenses increased by approximately US$0.66 million or approximately
32.2% from approximately US$2.05 million for the year ended 31 December 2014 to
approximately US$2.71 million for the year ended 31 December 2015. The increase in the
administrative expenses was in line with our expansion of business scale and was mainly
attributable to (i) the increase in staff costs as a result of the combined effect of an increase in the
average salaries and wage and an increase in the total number of our administrative and operation
staff; (ii) the increase in office and rental expenses as we expanded our office space during
second half of 2014; (iii) the exchange loss resulted from currency fluctuation; and (iv) the
increase in depreciation and amortisation as a result of the increase in our property, plant and
equipment and intangible assets.

Research and Development Expenses

Our R&D expenses decreased slightly by approximately US$0.06 million or 1.5% from
approximately US$3.97 million for the year ended 31 December 2014 to approximately US$3.91
million for the year ended 31 December 2015. The decrease was primarily due to the decrease in
performance bonus distributed to engineering staff.
Listing Expenses

Listing expenses represent the legal, professional and other fees with respect to the Listing.
We recorded Listing expenses of nil and approximately US$1.00 million for the two years ended
31 December 2015, respectively.
Finance Costs

Our finance costs decreased by approximately US$3,000 or approximately 75.0% from

approximately US$4,000 for the year ended 31 December 2014 to approximately US$1,000 for
the year ended 31 December 2015.
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Income Tax Expenses

Our income tax expenses increased by approximately US$0.24 million or approximately
44.4% from approximately US$0.54 million for the year ended 31 December 2014 to
approximately US$0.78 million for the year ended 31 December 2015. Our effective income tax
rate increased from approximately 12.6% for the year ended 31 December 2014 to approximately
18.9% for the year ended 31 December 2015, primarily due to utilisation of tax loss by Pismo
Labs for the year ended 31 December 2014 and the increase in non-deductible listing expenses
for year ended 31 December 2015.

Profit for the Year

As a result of the foregoing, our profit for the year decreased by approximately US$0.38
million, or approximately 10.2% from approximately US$3.74 million for the year ended 31
December 2014 to approximately US$3.36 million for the year ended 31 December 2015.

Year ended 31 December 2014 compared with year ended 31 December 2013
Revenue

Our revenue increased by approximately US$4.64 million or approximately 34.9% from
approximately US$13.31 million for the year ended 31 December 2013 to US$17.95 million for the
year ended 31 December 2014. The increase was mainly attributable to an increase of
approximately US$1.00 million, approximately US$3.14 million and approximately US$0.50
million in the sale of wired routers, wireless routers and software licences and warranty and
support services, respectively. General increase in sales was primarily due to introduction of new
products, such as high end MediaFast series and sales volume of products, particularly, the
increase in sale driven by the MAX BR and MAX HD series which was in line with the industry
trend of expanding 4G LTE networks globally.

Cost of Sales

Our cost of sales increased by approximately US$2.25 million or approximately 48.3% from
approximately US$4.66 million for the year ended 31 December 2013 to approximately US$6.91
million for the year ended 31 December 2014. The increase in our total cost of sales was mainly
due to the increase in the sale volume of wireless routers contributed by MAX series.

Our cost of sales for wired routers increased by approximately US$0.33 million or
approximately 17.0% to approximately US$2.27 million for the year ended 31 December 2014
from approximately US$1.94 million for the year ended 31 December 2013 and were in line with
the increase in revenue of wired routers. Our total cost of sales for wireless routers increased by
approximately US$1.80 million or approximately 74.4% to approximately US$4.22 million for the
year ended 31 December 2014 from approximately US$2.42 million for the year ended 31
December 2013 as a result of the increase in the sale volume.

Gross Profit and Gross Profit Margin

As a result of the foregoing, our gross profit increased by approximately US$2.39 million or
27.6% from approximately US$8.65 million for the year ended 31 December 2013 to
approximately US$11.04 million for the year ended 31 December 2014. Our overall gross profit
margin decreased from approximately 65.0% for the year ended 31 December 2013 to
approximately 61.5% for the year ended 31 December 2014.
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The table below sets out the breakdown of our gross profit and gross profit margin of each
product/service category for the year ended 31 December 2013 and 2014, as well as the
percentages of change in gross profit, from the year 2013 to year 2014:

For the year ended 31 December

2013 2014
Gross Gross Change
Gross profit Gross profit in gross
profit % of total margin profit % of total margin profit
US$’000 % % US$’000 % % %
SD-WAN routers:
Wired ............ 4,547 52.6 70.1 5,227 47.4 69.8 15.0
Wireless .. ........ 2,088 241 46.4 3,411 30.9 44.7 63.4
Warranty and support
services. . . ....... 1,632 17.7 83.6 2,161 19.6 83.7 411
Software licences. . . . . 484 5.6 100.0 237 2.1 100.0 (51.0)
Total. ............. 8,651 100.0 65.0 11,036 100.0 61.5 27.6

The gross profit for wired routers increased from approximately US$4.55 million for the year
ended 31 December 2013 to approximately US$5.23 million for the year ended 31 December
2014, where the gross profit margin remained stable during the same period. The increase in the
gross profit was primarily due to the increase in sale volume of high-priced wired routers.

The gross profit for wireless routers increased from approximately US$2.09 million for the
year ended 31 December 2013 to approximately US$3.41 million for the year ended 31 December
2014, where the gross profit margin decreased slightly from approximately 46.4% to 44.7%
during the same period. The increase in gross profit was primarily due to an increase in sale
volume. The decrease in gross profit margin of wireless router was mainly due to the sale of lower
margin wireless models (mainly MAX BR series) in our product mix of our wireless routers
increased from approximately 54.0% in 2013 to approximately 57.1% in 2014 and accounted for
a higher portion of revenue from sale of our wireless routers in 2014.

The gross profit for warranty and support services increased from approximately US$1.53
million for the year ended 31 December 2013 to approximately US$2.16 million for the year ended
31 December 2014, and the gross profit margin increased slightly from approximately 83.6% to
approximately 83.7% during same period. The increase in the gross profit was mainly due to the
increase in product warranty service fee along with the increase in our sale volume of routers.

The gross profit for software licences decreased from approximately US$0.48 million for the
year ended 31 December 2013 to approximately US$0.24 million for the year ended 31 December
2014. All R&D costs of software licences are recognised as R&D expenses when incurred.
Therefore, the gross profit margin of software licences is 100% during the Track Record Period.

Other Income

Our other income increased by approximately US$0.10 million from approximately US$0.03
million for the year ended 31 December 2013 to approximately US$0.13 million for the year ended
31 December 2014. The increase was mainly due to the increase in the net gain from the sale of
parts material.

Allowance for (Reversal of Allowance for) Doubtful Debts
Allowance for doubtful debts of approximately US$147 was recognised for the year ended
31 December 2013 and reversal of allowance for doubtful debts of approximately US$0.18 million

was recognised for the year ended 31 December 2014 due to receipt of settlement for trade
receivables for which allowance for doubtful debts had previously been made.
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Selling and Distribution Expenses

Our selling and distribution expenses increased by approximately US$0.21 million or
approximately 25.3% from approximately US$0.83 million for the year ended 31 December 2013
to approximately US$1.04 million for the year ended 31 December 2014. The increase was mainly
attributable to (i) an increase in the average salaries and wages of our selling and distribution
staff; and (i) an increase in advertising and promotion expenses as a result of our increased
efforts, including overseas exhibitions and fees paid to a marketing agency, to promote our
products.

Administrative Expenses

Our administrative expenses increased by approximately US$0.34 million or approximately
19.9% from approximately US$1.71 million for the year ended 31 December 2013 to
approximately US$2.05 million for year ended 31 December 2014. The increase in
administrative expenses was in line with our expansion of business scale and was mainly
attributable to (i) the increase in office and rental expenses as we expanded our office space in
Hong Kong during second half of year 2014; (ii) exchange loss resulted from currency fluctuation;
and (iii) the increase in amortisation as a result of the increase in amortisation for our intangible
assets.

Research and Development Expenses

R&D expenses increased by approximately US$0.83 million or approximately 26.4% to
approximately US$3.97 million for the year ended 31 December 2014 from approximately
US$3.14 million for the year ended 31 December 2013. The increase was primarily due to (i) the
increase in average salaries and wages of engineering, testing and supporting staff; and (ii) the
increase in consultancy fee for product testing activities of new development projects.

Finance Costs

Our finance costs remained stable at approximately US$4,000 for each of the two years
ended 31 December 2014.

Income Tax Expenses

Our income tax expenses increased by approximately US$0.1 million or approximately
22.7% from approximately US$0.44 million for the year ended 31 December 2013 to
approximately US$0.54 million for the year ended 31 December 2014, primarily due to the
increase in profit before taxation. Our effective income tax rate decreased from approximately
14.8% in year 2013 to approximately 12.6% in year 2014, mainly due to utilisation of tax loss by
Pepwave and Pismo Labs in year 2014.

Profit for the Year

As a result of the foregoing, the profit for the year increased by approximately US$1.17
million or approximately 45.5% to approximately US$3.74 million for the year ended 31 December
2014 from US$2.57 million for the year ended 31 December 2013.
LIQUIDITY AND CAPITAL RESOURCES

We have historically met our liquidity requirements through cash flows from operations and

bank borrowings. Our primary liquidity requirements are to fund working capital, capital
expenditures and payments of principal and interest due on our borrowings. Going forward, we
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expect these requirements to continue to be our principal requirements of liquidity and we may
use a portion of the net proceeds from the Global Offering to finance some of our capital
requirements.

Cash Flows

The table below sets out a summary of our cash flows during the Track Record Period:

For the year ended 31 December

2013 2014 2015
Us$’000 US$’000 US$’000

Net cash flows from operating activities . ........... 3,076 3,093 3,019
Net cash flows (used in) from investing activities . . . . .. (19) 130 (915)
Net cash flows (used in) from financing activities . . . . . . (1,291) (3,639) 202
Net increase/(decrease) in cash and cash equivalents. . . 1,766 (416) 2,306
Cash and cash equivalents at the beginning of the year . 2,365 4,133 3,696
Effect of foreign exchange rate changes on cash and cash

equivalents. . . ... L e 2 (21) 60
Cash and cash equivalents at the end of the year . .. 4,133 3,696 6,062

Net Cash Flow from Operating Activities

During the Track Record Period, our cash inflow from operating activities was principally
from the receipt of the proceeds from the sale of our products and our software licences as well
as warranty and support services provided. Our cash outflow used in operating activities was
principally for the purchase of routers made by our contract manufacturers, raw materials and
accessories and for salary payments.

Cash generated from operating activities reflects our profit before taxation, adjusted for (i)
non-cash items and all other items for which the cash effects are non-operating (such as
depreciation of property, plant and equipment, amortisation of intangible assets, provision of
inventories, allowance for doubtful debts); and (ii) the effects of changes in working capital, such
as changes in inventories, trade and other receivables, trade and other payables, deferred
revenue and amount due to related companies. Cash flows from operating activities can be
significantly affected by factors such as the timing of collections of trade receivables from
customers and payments of trade payables to suppliers during the ordinary course of business.

For the year ended 31 December 2015, we recorded net cash inflows from operating
activities of approximately US$3.02 million, primarily as a result of the cash inflow from operating
activities before movements in working capital of approximately US$4.51 million. Working capital
adjustments reflected: (i) an increase in trade and other receivables of approximately US$0.53
million mainly due to the revenue generated during year 2015 which was not yet due for
settlements; (ii) an increase in inventories of approximately US$0.52 million due to the purchase
of components, raw materials and finished goods made in 2015 according to our manufacturing
demands; and (iii) a decrease in trade and other payables of approximately US$0.94 million due to
decrease in trade deposits received from customers upon fulfiiment of sales orders before end of
2015. Such negative adjustments were partially offset by an increase in deferred revenue of
approximately US$1.21 million due to the fact that more customers purchase our warranty and
support services, which was in line with increased sales volume. We paid income tax of
approximately US$0.78 million for the year ended 31 December 2015.

For the year ended 31 December 2014, net cash generated from operating activities was
approximately US$3.09 million. Our operation cash flow before working capital adjustments was
approximately US$4.58 million. Working capital adjustments reflected (i) an increase in trade and
other receivables of approximately US$1.01 million due to the increase in sale during the last two
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months in 2014 compared with the same period in 2013; (i) an increase in inventories of
approximately US$1.30 million; and (iii) a decrease of amount due to related companies of
approximately US$0.20 million which was partially offset by (a) an increase in trade and other
payables of approximately US$0.47 million and primarily due to increase in accruals and trade
deposits received from customers for purchase of products; and (b) an increase in deferred
revenue of approximately US$0.91 million due to the fact that more customers purchased
warranty and support services which was in line with increased sales volume. We paid income tax
of approximately US$0.36 million for the year ended 31 December 2014.

For the year ended 31 December 2013, net cash generated from operating activities was
approximately US$3.07 million. Our operation cash flow before working capital adjustments was
approximately US$3.40 million. Working capital adjustments reflected (i) an increase in trade and
other receivables of approximately US$1.20 million due to the increased sales during the last two
months in 2013 compared with the same period in 2012; and (ii) an increase in inventories of
approximately US$0.58 million which was partially offset by (a) an increase in trade payables and
advances from customers of approximately US$0.86 million, primarily due to an increase in the
sale and purchase volume; and (b) an increase in the deferred revenue of approximately US$0.69
million. We paid income tax of approximately US$0.10 million for the year ended 31 December
2013.

Net Cash Flow used in/from Investing Activities

Our cash outflow used in investing activities primarily consists of payment of application
cost for patent, trademark, test and certification, payments for acquisition of property, plant and
equipment, repayment of borrowings and advances to a Director. Our cash inflow from investing
activities primarily consists of receipts on advances to related companies and a Director.

For the year ended 31 December 2015, we recorded net cash outflows from investing
activities of approximately US$0.91 million, primarily due to (i) payments for acquisition of
property, plant and equipment of approximately US$0.21 million; (ii) payments of application cost
for patent, trademark, test and certificate of approximately US$0.26 million; and (iii) repayment of
borrowings on behalf of the related companies of approximately US$0.52 million.

For the year ended 31 December 2014, we recorded net cash inflows from investing
activities of approximately US$0.13 million, primarily due to (i) payments for acquisition of
property, plant and equipment of approximately US$0.35 million; and (ii) advances to a director of
approximately US$2.53 million, which was offset by receipts on advances to a director of
approximately US$3.19 million.

For the year ended 31 December 2013, we recorded net cash outflows from investing
activities of approximately US$0.02 million, primarily due to (i) payments for acquisition of
property, plant and equipment of approximately US$0.24 million; and (ii) advances to a director of
approximately US$1.05 million, which was partially offset by receipts on advances to a director of
approximately US$1.32 million.

Net Cash Flow used in/from Financing Activities
Our cash outflow from financing activities primarily represents cash used for payment of
dividends to a Shareholder and repayment of advance from related companies and a director. Our

cash inflow from financing activities primarily consists of new bank loans raised and advances
from related companies and a director.
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For the year ended 31 December 2015, we recorded net cash from financing activities of
approximately US$0.20 million, primarily due to dividends paid to a Shareholder of approximately
US$2.80 million which was offset by (i) new bank loans of approximately US$1.24 million; and (ii)
advances from a director of approximately US$2.15 million which were subsequently fully settled
in June 2016.

For the year ended 31 December 2014, we recorded net cash used in financing activities of
approximately US$3.64 million, primarily due to dividends paid to a Shareholder of approximately
US$3.70 million, which was partially offset by the net advances from related companies of
approximately US$0.06 million.

For the year ended 31 December 2013, we recorded net cash used in financing activities of
approximately US$1.29 million, primarily due to the dividends paid to a Shareholder of
approximately US$1.30 million, which was partially offset by the net advances from related
companies of approximately US$0.01 million.

Working Capital
Taking into account the financial resources available to our Group, including the internally
generated funds, available banking facility and the estimated net proceeds of the Global Offering,

our Directors are of the opinion that our Group has sufficient working capital for our present
requirements, that is, for at least the next 12 months from the date of this prospectus.
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Net Current Assets

The table below sets out our combined current assets, current liabilities and net current
assets as at the dates indicated extracted from the combined statements of financial position:

As at

As at 31 December 30 April

2013 2014 2015 2016
US$’000 US$’000 Us$’000 US$’000

(unaudited)

Current Assets

Inventories. . . .. ... ... ... .. ... 2,585 3,651 4,138 4,263
Trade and other receivables . ... ... 2,136 3,328 3,857 4,505
Amount due from a director .. ... .. 665 — — —
Amounts due from related companies 728 816 459 494
Bank balance and cash .......... 4,133 3,696 6,062 5,397
Total Current Assets. . . ......... 10,247 11,491 14,516 14,659
Current Liabilities

Trade and other payables. . ....... 1,514 1,983 1,045 1,298
Amount due to a director . ... ... .. — 2 1,794 20
Amounts due to related companies. . 246 152 15 15
Deferredrevenue . . ... .......... 1,257 1,768 2,852 2,837
Tax liabilities . . . . .............. 342 499 516 725
Bank borrowings . . ............. 59 60 1,239 1,010
Total Current Liabilities ... ... ... 3,418 4,464 7,461 5,905
Net Current Assets. . . ... ....... 6,829 7,027 7,055 8,754

As at 31 December 2013, 2014 and 2015 and 30 April 2016, our net current assets amounted
to approximately US$6.83 million, US$7.03 million, US$7.06 million and US$8.75 million,
respectively. Our net current assets position as at each of these dates was mainly attributable to
our inventories, trade and other receivables and cash and cash equivalents, partially offset by our
trade and other payables, deferred revenue, bank borrowings and amounts due to a director and
related companies which were subsequently settled in June 2016.

Our net current assets increased by approximately 23.9% from US$7.06 million as at 31
December 2015 to US$8.75 million as at 30 April 2016, primarily due to (i) an increase in
inventories of approximately US$0.12 million resulted from our purchase of raw materials and
finished goods to fulfil estimated demand for our products; (ii) an increase in trade and other
receivables of approximately US$0.65 million due to increase in prepayment for deferred listing
expenses; and (iii) a decrease in amount due to a director of approximately US$1.77 million due to
settlement of dividend declared for year 2015, partially offset by an increase in trade and other
payables of approximately US$0.25 million mainly resulted from increase in trade deposits
received from customers for purchase of products.

Our net current assets increased slightly by approximately 0.4% to approximately US$7.06
million as at 31 December 2015 from approximately US$7.03 million as at 31 December 2014.
This increase in net current assets was primarily due to (i) an increase in bank balance and cash of
approximately US$2.36 million resulting from the increase in our revenue earned during the year
2015 and bank borrowing of approximately US$1.24 million obtained in December 2015; (ii) an
increase in inventories of approximately US$0.49 million primarily as a result of an increase in raw
materials and finished goods to fulfil estimated demand for our products; (iii) an increase in trade
and other receivables of approximately US$0.53 million due to increase in trade receivables
resulted from (a) delay in settlement from some of our customers and majority of which was
subsequently settled up to the Latest Practicable Date; and (b) increase in prepayment for
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deferred listing expenses during the year; and (iv) a decrease in trade and other payables of
approximately US$0.93 million resulting from settlement to suppliers and decrease in deposits
received from customers since most orders were fulfilled before end of 2015; partially offset by an
increase in amount due to a director of approximately US$1.79 million mainly related to dividend
declared for year 2015.

Our net current assets increased slightly by approximately 2.9% from approximately
US$6.83 million as at 31 December 2013 to approximately US$7.03 million as at 31 December
2014, primarily due to (i) an increase in trade and other receivables of approximately US$1.19
million resulted from the increase in our sale during the last two months of 2014; and (ii) an
increase in inventories of approximately US$1.06 million which was mainly caused by the fact that
we purchased more inventories to prepare for the increase in sales orders and partially offset by
(a) a decrease in amount due from a director of approximately US$0.67 million; (b) an increase of
approximately US$0.51 million in deferred revenue in relation to the provision of warranty and
support services; and (c) an increase in trade and other payables of approximately US$0.47
million due to increase in accruals and trade deposits received from customers for purchase of
products.

DESCRIPTION OF CERTAIN ITEMS OF COMBINED STATEMENTS OF FINANCIAL POSITION
Inventories

Inventories comprise raw materials and consumables and finished goods. As at 31
December 2013, 2014 and 2015, our inventories amounted to approximately US$2.59 million,
US$3.65 million and US$4.14 million. Our raw materials mainly include CPUs and wireless

communication modules. Finished goods represent SD-WAN routers ready to be sold.

The table below sets out the components of our inventories as at the dates indicated:

As at 31 December

2013 2014 2015
US$’000 US$’000 US$’000
Raw materials and consumables. ... ......... 1,057 1,618 1,866
Finishedgoods . .......... ... ............ 1,528 2,033 2,272
Total. . ....... .. . . . . 2,585 3,651 4,138

We adopt stringent inventory control through effective inventory management. We also
periodically review our inventory levels for slow moving inventory, obsolescence or declines in
market value. Provision is made when the net realisable value of inventories falls below the cost
or any of the inventories is identified obsolete at period end. The net amount of our impairment of
inventories for each of the three years ended 31 December 2015 was approximately US$0.19
million, US$0.24 million and US$0.04 million, respectively.

Our Group does not have manufacturing plant 