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CHARACTERISTICS OF GEM

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

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




EXPECTED TIMETABLE

2013N0te 1 and 3

Announcement of level of indication of interests in the Placing
to be published on the GEM website at www.hkexnews.hk
and the Company’s website at www.echogroup.com.hk
on or before . . . . ... 10 October 2013

Allotment of Placing Shares to placees (or their designated person(s))
on or before . . . . . ... 10 October 2013

Deposit of Share certificates into CCASS on or before (note 2) ... ... 10 October 2013

Dealings in Shares on GEM to commence at 9:00 a.m.on . ......... 11 October 2013

Notes:

1. In this prospectus, unless otherwise stated, all times and dates refer to Hong Kong local times and dates.

2. Share certificates for the Placing Shares allotted and issued to the placees are expected to be deposited
directly into CCASS on or before 10 October 2013 for credit to the respective CCASS Participants’ or the
CCASS Investor Participants’ stock accounts designated by the Underwriters, the placees or their agents

(as the case may be). No temporary documents or evidence of title will be issued.

3. If there is any change to the above expected timetable, the Company will make a separate announcement
at the GEM website at www.hkexnews.hk and the Company’s website at www.echogroup.com.hk.

4. All share certificates will only become valid certificates of title when the Placing has become unconditional
in all respects and the Underwriting Agreement has not been terminated in accordance with its terms at or

before 8:00 a.m. Hong Kong time on the Listing Date.

Details of the structure of the Placing, including its conditions, are set out in the section headed “Structure
and conditions of the Placing” in this prospectus.
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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. You should
read the whole prospectus before you decide to invest in the Placing Shares.

There may be greater risks associated with investment in companies listed on GEM than
companies listed on the Main Board. Some of the particular risks in investing in the Placing Shares
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 Placing Shares.

OVERVIEW
Business

The Company is a Hong Kong EMS company, headquartered in Hong Kong, with its
manufacturing operation located in the PRC. During the Track Record Period, the Group’s
production and product development activities are carried out in the PRC whereas the sales activities
are carried out in Hong Kong. EMS stands for electronics manufacturing services of which an EMS
provider’s product offering is focused on PCBA and complete unit assembly and tests, product
design support services, and possibly after market support and delivery services. The Group’s
principal business is providing integrated manufacturing services which include design verification,
sourcing and procurement, manufacturing, assembling, testing and inspection, packaging and after-
sales services to its branded customers. The Group has its own product engineering team which has
been providing design verification and enhanced software support to the Group’s customers.

The Group’s products mainly include hair remover, starter, control board, charger board and
other miscellaneous electronic products which are PCB assemblies used in beauty related products,
fishing related products, security related products and other electronic related products. In addition,
the Group also provides one-stop complete electronic products manufacturing and assembly services
and such complete products include security alarm, buzzer, fire alarm, massage toner, fishing
indicator and communicator. Moreover, the Group derives income from providing subcontracting
services on PCB assemblies and manufacture of complete products on a consignment basis. Under
this arrangement, the Group only provides manufacturing services while raw materials and
components used in production are supplied by the customers.

The Group’s manufacturing operations had been conducted at the Processing Factory located
in Shenzhen, the PRC pursuant to the Processing Agreement entered into between the Echo Co, the
Processing Factory and the Processing Party on 29 November 1991. On 5 May 2011, Echo
Electronics, wholly-owned subsidiary of the Company, made an application to seek the
transformation and upgrade of the Processing Factory into a wholly foreign-owned enterprise
(“WFOE”), namely Yi Gao Tech, without relocating or suspending production (the
“Transformation”). The Group completed the transfer of the production equipments, raw
materials and factory workers from the Processing Factory to Yi Gao Tech, which has
undertaken and has been conducting all the production activities of the Group since September
2011 and the Processing Factory was deregistered in February 2012. For the twelve months
preceding and after Yi Gao Tech has undertaken the manufacturing operations of the Group, the net
profit margin of the Group was approximately 22.98% and 12.83% (excluding the effects of other
income in relation to the reversal of provision of the Social Insurances) respectively. Please refer to
the section headed “Transformation of the Processing Factory into a WFOE” in this prospectus for
more details on the financial impact of the Transformation.
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The following table sets out the breakdown of the Group’s turnover by the two main categories,
namely, PCB assemblies and complete products during the Track Record Period:

For the year ended 31 March

2011 2012 2013
Approximate Approximate Approximate
HKS$'000 % HKS$'000 % HKS$°000 %
PCB assemblies
Hair remover 21,607 26.19 8,129 13.33 11,622 16.21
Starter 4,482 5.43 966 1.58 836 1.17
Control board 5,791 7.02 6,142 10.07 11,781 16.43
Charger board 1,705 2.07 1,185 1.94 2,019 2.82
Others (Note 1) 4,476 5.43 4,595 7.55 4,582 6.40
Sub-total 38,061 46.14 21,017 34.47 30,840 43.03
Complete products
Security alarm 8,970 10.87 4,302 7.05 2,992 4.17
Fishing indicator 10,404 12.61 8,797 14.42 8,880 12.38
Massage toner 6,819 8.27 7,295 11.96 14,653 20.43
Buzzer 5,789 7.02 6,603 10.83 5,215 7.27
Fire alarm 3,292 3.99 3,088 5.06 4,743 6.61
Communicator 3,245 3.93 5,759 9.44 3,135 4.37
Sub-total 38,519 46.69 35,844 58.76 39,618 55.23
Total sales of
electronic products 76,580 92.83 56,861 93.23 70,458 98.26
Subcontracting income (Note 2) 5,918 7.17 4,129 6.77 1,249 1.74
Total revenue 82,498 100.00 60,990 100.00 71,707 100.00

Note:

1. Other electronic products assembled by the Group during the Track Record Period mainly include power adaptors,
LED assemblies, alarms, receivers, keypads and headphones.

2. Electronic products produced by the Group under subcontracting services mainly include power supply, nail
polisher, panel meter, control board, remote control, electronic lock, motor controller module and other
miscellaneous components.

With more than 24 years of experience in the EMS industry, the Group has received a number
of certifications and recognitions in relation to electronic production from various organizations.
Some of such certifications and recognitions include the ISO 9001: 2008 Quality Management
System Certificate, the EMC Certificate from Intertek Testing Services (Singapore) Pte Ltd, the
Global Manufacturer Certificate. The EMC Certificate was issued to a type of alarms manufactured
by the Group that was considered to comply with the requirements under the EMC standards.

Customers

For the years ended 31 March 2011, 2012 and 2013, the Group’s largest customer accounted for
approximately 34.46%, 25.29% and 26.86% of the Group’s total revenue respectively and the sales
to the Group’s top five largest customers amounted to approximately HK$54.94 million, HK$35.00
million and HK$43.39 million representing approximately 66.60%, 57.38% and 60.51% of the total
revenue of the Group respectively.
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The Group has established long-term relationships with its customers, particularly with those
located in the European Countries, the United States, Taiwan and Hong Kong where all of the five
largest customers are based over there during the Track Record Period. The principal markets of the
Group are the United States and the European Countries. During the Track Record Period and
subsequent to 31 March 2013, in view of the customer credit-worthiness and the long-term business
relationships, the Group temporarily extended the credit terms to some of its customers, including
the five largest customers, for extra 1-3 months at their request.

Suppliers

In order to maintain the Group’s inventory of production materials at a minimum level, the
Group typically procures raw materials and components upon receipt purchase orders from its
customers. The Group has not entered into any long-term contracts with its suppliers. During the
Track Record Period, the Group was able to mitigate the risk of the increase in costs of production
materials by passing to its customers through an increase in the price of its products. Please refer to
the section headed “Production Materials” in this prospectus for more details on the Group’s ability
to pass the increase in costs of production materials to its customers during the Track Record
Period.

For the years ended 31 March 2011, 2012 and 2013, the Group’s largest supplier of production
materials accounted for approximately 5.75%, 7.11% and 8.83% of the Group’s total purchases and
the Group’s five largest suppliers accounted for approximately 22.60%, 25.73% and 34.71% of the
Group’s total purchases respectively. The Group has established business relationship with its five
largest suppliers from 2 to 13 years.

Production Materials

The production materials purchased by the Group mainly comprised ICs, PCBs,
semiconductors, connectors, switches, transmitters, receivers, plastic and metal parts, packaging
materials and consumables. The cost of production materials is the major component for production
costs of the Group. For the years ended 31 March 2011, 2012 and 2013, the cost of production
materials (excluding the processing fees and other production-related expenses incurred by the
Processing Factory) used were approximately HK$42.05 million, HK$26.69 million and HK$32.12
million which accounted for approximately 69.63%, 65.76% and 71.83% of the Group’s total cost of
sales respectively.

SIGNIFICANT DECLINE IN NET PROFIT

The Directors consider the Group’s financial performance for the year ending 31 March 2014
will be significantly affected by the increase in the administrative and other expenses incurred in
relation to the Listing and after the Listing.

The administrative and other expenses will increase after the Listing due to (i) the charge of
one-off listing expenses of approximately HK$3.24 million; and (ii) that the fair value of the Pre-IPO
Share Options granted will be charged to the Group’s statement of comprehensive income over the
vesting periods of the options, which is estimated that approximately HK$0.89 million will be
charged to income statement for the year ending 31 March 2014. The estimated expenses in relation
to the Listing and the grant of the Pre-IPO Share Options are non-recurring in nature. In addition,
there will be (i) an expected increase in salaries and professional costs for the period from September
2013 to 31 March 2014 which may amount to approximately HK$0.67 million arising from the
appointment of the new executive Directors namely Mr. Lo Yan Yee, Mr. Cheng Kwing Sang,
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Raymond and Mr. Lo Ding To and the new independent non-executive Directors prior to the Listing
and the engagement of the legal adviser and the compliance adviser after the Listing; (ii) the annual
audit fee which may amount to approximately HK§0.40 million; (iii) the printing expenses which
may amount to approximately HKS$0.10 million; (iv) the annual listing fee which amount to
HKS$0.10 million; and (v) the increase in the advertising expenses which may amount to
approximately HK$0.50 million according to the Group’s future plans. The Directors would like
to emphasise that such amount of listing expenses and the increase in administrative and other
expenses are current estimates for reference only, and the final amount is subject to adjustment based
on audit and changes in variables and assumptions.

Based on abovementioned increased in administrative and other expenses, the Directors are of
the opinion that there is no fundamental deterioration in the commercial and operational viability in
the Company’s business despite the increase in the Directors’ fee, professional fees and non-
recurring expenses of the listing fees and expenses that would be incurred from the issue of Pre-IPO
Share Options after the Listing. Accordingly, the shareholders and prospective investors should be
informed that the financial results of the Group for the year ending 31 March 2014 will materially be
affected by the increase in administrative and other expenses that may amount to approximately
HK$5.90 million, which is estimated to represent approximately 48.84% and 64.17% of the Group’s
net profits for the year ended 31 March 2011 and 2012, respectively.

Given the expected increase in administrative and other expenses after the Listing, the Group’s net
profit for the year ending 31 March 2014 will significantly decline as compared with the prior financial
years.

COMPETITIVE STRENGTHS

The Directors believe that the Group’s success and future success are based on the following
competitive strengths: (i) established relationships with key customers; (ii) high quality products at
competitive price; (iii) emphasis on and adherence to international standards; (iv) research and
development capability; (v) steady relationships with suppliers; and (vi) experienced management
team.

IMPACT OF THE TRANSFORMATION ON THE GROUP’S OPERATIONS AND FINANCIAL
RESULTS

The PRC Government carries out a series of new policies in 2008 which include <B A &I 2k
RN T AN ZE TR A5 2 AL i B A 4 F B2 ) (Guidance opinions on the transformation of
processing enterprises without suspension of production and to become foreign invested
enterprises®) allowing the transformation and upgrade of contract processing factories to foreign
investment enterprises to carry on manufacturing business in the mode of import processing under
the transformation and upgrade program. In addition, it is unlikely that the PRC Government will
renew the contract processing licenses to the existing contract processing factories once their licenses
are expired. On 5 May 2011, Echo Electronics submitted the application for the transformation of
the Processing Factory to become a WFOE, namely Yi Gao Tech, in view of the “Upgrade and
Transformation” — a policy by the PRC Government to continue to encourage and retain foreign
investment interests. The Directors are of the view that the Transformation will diversify the
Group’s mode of operation in the PRC as the products manufactured by Yi Gao Tech could be sold
in the PRC market which will provide opportunities to the Group to create a new line of income
stream.
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Besides the change in business form of the Group arising from the Transformation, there are
also financial impacts to the cost structure, gross profit and taxation of the Group. Prior to the
Transformation, the cost of sales directly borne by the Group comprises cost of materials and the
direct labour and overhead costs were reimbursed through payments of processing fees. After the
Transformation, the overhead costs and the labour costs are directly incurred by Yi Gao Tech and
no processing fee is being charged since the Processing Agreement has deregistered by then.

The profits of Echo Electronics arising from sale of goods that are manufactured by Yi Gao
Tech cannot be apportioned on a 50:50 basis and there will be no tax exemption on 50% assessable
profit of the Group under Hong Kong profits tax. In addition, since Yi Gao Tech manufactures and
sells its finished goods to Echo Electronics, the profit generated from such sale is subject to the PRC
Enterprise Income Tax at the prevailing rate of 25%. Yi Gao Tech is subject to a valued added tax of
17% but is eligible for valued added tax export refund of 13%. Under the export refund mechanism,
export sales are exempted from valued added tax whereas the input valued added tax paid on
domestic purchases of raw materials and consumption of utilities for production of exported goods
can be refunded according to the valued tax refund rate applicable to the exported goods. Save for
the changes of taxation treatments for WFOE and Echo Electronics, the Directors consider that
there is no loss of preferential policies and treatments for the Group with respect to the
Transformation.

For more details relating to the Transformation and its operational effect and financial effect
to the Group, please see the paragraphs headed “Transformation of the Processing Factory into a
WFOE” and “Taxation” set out in the section headed “Business”.

SUMMARY FINANCIAL INFORMATION

The following is a summary of the Group’s consolidated results for the years ended 31 March
2011, 2012 and 2013, which is derived from the Accountants’ Report sets out in the Appendix I to
this prospectus. The summary financial data should be read in conjunction with the consolidated
financial information in the Accountants’ Report set out in Appendix I to this prospectus.

Summary of consolidated statements of comprehensive income

For the year ended 31 March

2011 2012 2013

HKS$°000 HKS$’000 HK3$000

Revenue 82,498 60,990 71,707
Gross profit 22,107 20,408 26,995
Profit before taxation (Note) 12,365 14,527 12,687
Profit for the year 11,225 12,284 9,350

Note: Other revenue and gains added to the profit before taxation for the year ended 31 March 2012 included a non-
recurring gain that amounted to approximately HK$6.43 million as a result of a reversal of provision of social
insurance, details of which are set out in note 7 to the Accountants’ report in Appendix I to this prospectus.
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Summary of consolidated statements of financial position data

As at 31 March

2011 2012 2013

HKS$'000 HKS$’000 HK3$000

Non-current assets 820 971 1,125
Current assets 35,266 36,864 38,693
Current liabilities 19,608 15,928 16,996
Non-current liabilities — — 388
Equity attributable to the shareholder 16,478 21,907 22,434

Summary of consolidated statements of cash flow data

For the year ended 31 March

2011 2012 2013

HKS$°000 HKS$°000 HK$°000

Net cash generated from operating activities 5,538 4,687 7,406
Net cash used in investing activities (649) (747) (127)
Net cash used in financing activities (5,411) (7,227) (8,030)

Key financial ratios analysis

For the year ended 31 March

2011 2012 2013
Gross profit margin 26.80% 33.46% 37.65%
Net profit margin 13.61% 20.14% 13.04%
Average inventory turnover days 65.05 135.74 137.03
Average trade receivable turnover days 41.70 56.27 60.42
Average trade payable turnover days 27.36 48.03 39.63

As at 31 March

2011 2012 2013
Current ratio 1.80 2.31 2.28
Return on equity 68.12% 56.07% 41.68%
Gearing ratio 44.25% 32.35% 38.88%

The total revenue of the Group decreased by 26.07% from HK$82.50 million for the year ended
31 March 2011 to HK$60.99 million for the year ended 31 March 2012. The decrease was primarily
due to the reduction in customer demand as a result of the European debt crisis and the global
economic downturn. For the year ended 31 March 2013, the total revenue of the Group increased by
17.57% to HK$71.71 million, such increase primarily due to the improved sentiment in retail
markets of European Countries and the contributions from new customers acquired during the year.

The Group’s gross profit decreased by 7.69% from HK$22.11 million for the year ended 31
March 2011 to HK$20.41 million for the year ended 31 March 2012, primarily as a result of the
decrease in total revenue. For the year ended 31 March 2013, the Group’s gross profit increased by
32.28% to HK$27.00 million, primarily as a result of the increase in total revenue and effect of the
Transformation leading to the fact that part of the direct labour cost and the overhead cost
previously included in cost of sales were recognised as administration and other expenses.
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The Group’s net profit increased by 9.43% from HK$11.23 million for the year ended 31 March
2011 to HK$12.28 million for the year ended 31 March 2012. The increase was primarily due to the
increase in other revenue and gains, partially offset by the drop in gross profit and the increase in
administrative and other expenses. For the year ended 31 March 2013, the Group’s net profit
decreased by 23.88% from HK$12.28 million for the year ended 31 March 2012 to HK$9.35 million
for the year ended 31 March 2013. The decrease was primarily due to the increase in other revenue
and gains for the year ended 31 March 2012. Please refer to the section headed “Financial
information” in this prospectus for more details on the analysis on the Group’s financial information
during the Track Record Period.

Non-recurring gain derived from the reversal of provision of Social Insurances

The Group reversed the provision of Social Insurances related to the financial years prior to 1
April 2012, resulting in a non-recurring gain of approximately HK$6.43 million for the year ended
31 March 2012. The provision of Social Insurances has been reviewed by the Directors at the end of
each reporting period and adjusted to reflect the best estimates. According to Hong Kong
Accounting Standard 37 (“HKAS 377), the Directors consider it is no longer probable that an
outflow of resources embodying economics benefits would be required to settle the obligation taken
into the account of the PRC Legal Adviser’s view that the possibility of the Processing Factory being
penalised for the unpaid contribution to the Social Insurances related to the period before 1 July
2011 is basically not existent, therefore the provision had been reversed during the year ended 31
March 2012. In the Reporting Accountants’ view, the reversal of the provision of Social Insurances
complies with the requirement of HKAS 37.

Expenses in relation to the Listing

The estimated expenses (excluding underwriting commission of approximately HK$1.08 million
that will be charged to the equity after the Listing) in relation to the Listing total approximately
HK$9.80 million, of which approximately HK$2.67 million is directly attributable to the issue of the
Placing Shares and is expected to be accounted for as a deduction from the equity for the year ending
31 March 2014, while approximately HK$0.89 million was charged and approximately HK$3.24
million are expected to be charged to the consolidated statement of comprehensive income for the
year ended 31 March 2013 and for the year ending 31 March 2014 respectively. With a view to
enhancing the cash flow and strengthening the working capital of the Group after the Listing,
Madam Cheng entered into the Deed of Mutual Set-off, pursuant to which, Madam Cheng has
conditionally agreed to bear the expenses incurred by the Company in connection with the Listing to
the extent of HK$5.77 million by setting off against the debt of the Company owing to Madam
Cheng upon Listing. Such amount will be credited to equity upon the Listing for the year ending 31
March 2014.

Expenses in relation to the Pre-IPO Share Option Scheme

The Company has conditionally adopted the Pre-IPO Share Option Scheme and the Share
Option Scheme. The share options to subscribe for 20,000,000 Shares were granted under the Pre-
IPO Share Option Scheme on 27 September 2013, while no options have been granted under the
Share Option Scheme as at the date of this prospectus. The fair value of the share options granted
under the Pre-IPO Share Options Scheme calculated by an external valuer is approximately HK$2.67
million, which will be charged to the consolidated statements of comprehensive income of the Group
over the vesting period by reference to the fair value at the date on which the share option are
granted. Accordingly, it is expected that approximately HK$0.89 million will be charged to the
consolidated statements of comprehensive income of the Group for the year ending 31 March 2014.
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BUSINESS OBJECTIVE

The Group intends to continue developing and reinforcing its recurring business in providing
EMS to international customers while targeting further expansion in its established market,
particularly through exploring the EMS for consumer electronic products in the PRC market since
the Directors consider the PRC market has a promising potential. While the European Countries
and the United States will still be the principal markets of the Group in the near future, the Group
plans to explore business opportunities in the PRC in order to enhance its market presence and
penetration.

USE OF PROCEEDS

Based on the Placing Price of HK$0.60 per Share, the Group will receive gross proceeds of
HKS$36 million. All expenses and underwriting expenses in connection with the Listing are
approximately HK$10.88 million. Consequently, the Group should receive net proceeds, after
deducting related expenses, of approximately HK$25.12 million from the Placing. The Directors
intend to apply such net proceeds as follows:

For the six months ending

From the Latest Approximate % of

Practicable Date to 30 September 31 March 30 September 31 March the total net

31 March 2014 2014 2015 2015 2016 Total proceeds
HKS million HKS million HKS million HKS million HKS million HKS million

Expand and upgrade the

production facilities 3.50 3.00 0.35 2.00 - 8.85 35.23
Set up production facilities for

plastic parts — 3.70 4.02 1.24 1.24 10.20 40.61
Strengthen the Group’s position

in its established markets and

expand its customer base 0.50 1.40 0.30 1.40 0.30 3.90 15.52

4.00 8.10 4.67 4.64 1.54 22.95 91.36

Regarding the expansion and upgrading of the production facilities, the Group will allocate
approximately HK$4.45 million towards the expansion and upgrading of the existing factory
buildings and approximately HK$4.00 million towards the purchase of SMT machines. For the setup
of production facilities for plastic parts, the Group will allocate approximately HK$5.02 million
towards the construction of the plastic production facilities and approximately HK$5.18 towards the
purchase of plastic injection machines and motor vehicle. In order to strengthen the Group’s
position in its established markets and expand its customer base, the Group will allocate
approximately HK$0.20 million, HK$1.50 million and HK$2.20 million towards the expansion of
sales department for plastic products, place advertisements in trading magazines and website and
participate in trade fairs and exhibitions respectively.

Please refer to the section headed “Business Objective and Future Plans” for more details on
the Group’s use of proceeds.

CAPITAL MANAGEMENT POLICY

In order to ensure sufficient liquidity to support the Group’s financial obligations and execute
its operating and business plans, the Group has adopted a capital management policy. The Group’s
finance department and the senior management review and analyse the Group’s trade payables, trade
receivables and cash on a monthly basis and its capital expenditure on a quarterly basis. Please refer
to the sub-section headed “Capital Management Policy” in the section headed “Financial
Information” in this prospectus for more details on the Group’s capital management policy.
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DIVIDEND
For the year ended 31 March
2011 2012 2013
HK$°000 HK$°000 HK$°000
Dividends — 7,000 9,000

No dividend was declared and paid during the year ended 31 March 2011. For the year ended
31 March 2012, the Group declared dividends to its then shareholder Madam Cheng in an amount of
HK$7.00 million. Such dividend was fully settled by offsetting with the Director’s current account.
For the year ended 31 March 2013, the Group declared an annual dividend in the sum of HK$9
million to its then shareholder Madam Cheng. The prospective investors of the Placing Shares will
not be entitled to the aforementioned dividends. The declaration of annual dividend of HK$9 million
is part of the reorganisation and details of which are set out in the sub-section headed “Directors’
Account” in the section headed “Financial Information” in this prospectus. The Directors, having
considered that declaration of the such dividend would not adversely affect our Group’s operating
cash flow and there will be net proceeds from the Placing to finance the Group’s capital expenditure
and business expansion, are of the view that such dividend declared is fair and reasonable and in
accordance with the Group’s capital management policy and dividend policy.

The payment and the amount of any dividends, if paid, will depend on the results of operations,
cash flows, financial condition, statutory and regulatory restrictions on the payment of dividends by
the Group, future prospects and other factors that the Group may consider relevant. Sharecholders
will be entitled to receive such dividends pro rata according to the amounts paid up or credited as
paid up on the Shares. The declaration, payment, and amount of dividends will be subjected to the
Group’s discretion.

PLACING STATISTICS

Based on the Placing Price

of HK$0.60
Market capitalization of the Shares " HK$120 million
Unaudited pro forma adjusted consolidated net
tangible assets per Share HK$0.28
Notes:

(1)  The calculation of market capitalization is based on 200,000,000 Shares expected to be in issue immediately upon
completion of the Placing and the Capitalisation Issue.

(2)  The unaudited pro forma adjusted consolidated net tangible assets per Share has been arrived at after the
adjustments referred to under the paragraph headed “Unaudited pro forma adjusted consolidated net tangible
assets” in the section headed “Unaudited pro forma financial information” in Appendix II to this prospectus and
on the basis of 200,000,000 Shares in issue at the Placing of HK$0.60 per Share immediately following
completion of the Placing and the Capitalisation Issue.
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RECENT DEVELOPMENT RELATING TO THE GROUP SUBSEQUENT TO THE TRACK
RECORD PERIOD

Subsequent to 31 March 2013 and up to the Latest Practicable Date, the Group has continued
to focus on the development of different products, look for opportunities to expand its business in
established markets and explore business opportunities in the PRC.

Based on the unaudited management accounts, the Group recorded revenue of approximately
HK$16.36 million for the four months ended 31 July 2013, which was lower than the revenue of
approximately HK$19.61 million and HK$27.90 million for the four months ended 31 July 2011 and
2012 respectively. The Group’s recorded a higher revenue for the four months ended 31 July 2012
because there were bulk purchase orders from the Group’s customers amounted to approximately
HK$5.43 million, which intended to be delivered and recorded in the year ended 31 March 2012,
were delivered in April 2012 as requested by the respective customers. Accordingly, the sales in April
2012 increased substantially.

For the four months ended 31 July 2011, 2012 and 2013, the gross profit amounted to
approximately HK$6.31 million, HK$10.44 million and HK$5.93 million respectively. During the
same period, the Group’s gross profit margin was approximately 32.19%, 37.42% and 36.25%
respectively. The Group’s administrative and other expenses remained stable at approximately
HK$2.55 million, HK$4.21 million and approximately HK$4.55 million for the four months ended
31 July 2011, 2012 and 2013 respectively.

For the year ended 31 March 2012 and 2013, the Group recorded a listing expenses amounted
to approximately HK$1.54 million and HK$0.99 million respectively. The Directors estimated that
the Group will recognize an amount of approximately HK$3.24 million for the listing expenses in the
statements of comprehensive income for the years ended 31 March 2014 (on the basis that 100% of
the underwriting commission is offset against equity and approximately 70% of the other listing
expenses are recognized in the statements of comprehensive income and the remaining 30% are offset
against equity), which is expected to have a significant impact to the Group’s net profit for the year
ending 31 March 2014. Please refer to the sub-section headed “Expenses in relation to the Listing”
set out in the section headed “Financial Information” for further details.

The Group has not experienced any bad debt issues, any material delays in the delivery of
goods to its customers, any significant decrease or cancellations of purchase orders from its
customers or material default by its customers in the settlement of any outstanding trade balance
subsequent to the Track Record Period and up to the Latest Practicable Date. As the Latest
Practicable Date, approximately 98.74% of the receivables outstanding as at 31 March 2013 were
collected. Subsequent to 31 March 2013, the Group has continued to grant extension of credit terms
to some of its for 1 to 3 months in view of the credit-worthiness of the customers and long term
customer relationships. Based on the subsequent settlements, repayment history and no significant
change in the credit quality of these customers, the Directors consider that the trade receivables with
the extension of credit terms in the amount of approximately HK$4.60 million as at the Latest
Practicable Date are fully recoverable and therefore no impairment allowance is necessary in respect
of these trade receivables. Given the average trade receivable turnover days of 41.70 days, 56.27 days
and 60.42 days during the Track Record Period were within the credit periods of 0 to 90 days granted
by the Group to its customers and the Group had not experienced any material difficulties in
collecting payments from its customers during the Track Record Period, the Directors are of the
view that the extension of credit terms to some of its customers has no material impact on the
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Group’s working capital management. Please refer to the sub-section headed “Trade receivable
analysis” set out in the section headed “Financial Information” for more details on the extension of
credits to the Group’s customers.

The Group’s unaudited financial statements for the four months ended 31 July 2013 are
unaudited but have been reviewed by the Group’s reporting accountants, HLB Hodgson Impey
Cheng, in accordance with the Hong Kong Standard on Review Engagements 2410 “Review on
Interim Financial Information Performed by the Independent Auditor of the Entity” issued by the
Hong Kong Institute of Certified Public Accountants.

Saved as disclosed above, the Directors confirm that there are no other matters which need to
be brought to the attention of the Shareholders in connection with the recent development of the
Group subsequent to the Track Record Period.

MATERIAL ADVERSE CHANGE

The Directors confirm that there was material adverse change in the financial or trading
position or prospects of the Group since 31 March 2013, being the last date of the latest audited
financial results as set out in “Accountants’ Report of the Group” in Appendix I to this prospectus
and up to the date of this prospectus. For details, please refer to the paragraph headed “Significant
decline in net profit” in this section.

Except for the abovementioned, the Directors confirm that there is no material adverse change
in both the pricing strategies and the mark-up percentage under the Group’s cost-plus pricing model,
which takes into account estimated raw material costs, estimated labour costs, estimated factory
overhead and a mark-up, subsequent to the Track Record Period and up to the Latest Practicable
Date.

RISK FACTORS

The Directors believe that there are certain risks involved in the Group’s operations, many of
which are beyond the Company’s control. They can be broadly categorised into risks relating to the
Group’s business, the industry, the PRC and the Placing, among which, the relatively material risks
encompass the risks that (i) the Group’s total sales is relied on its customers in the European
Countries and the United States; (ii) the rising labour cost in the PRC; and (iii) the Group’s
performance is dependent on market conditions and trends in the global economy which may change
adversely. You should carefully consider the risk factors set out in this prospectus before you make a
decision to invest in the Shares. Please refer to the section headed “Risk Factors” in this prospectus
for further details.

HIGHLIGHTS OF THE RISK FACTORS

Below only sets forth some of the particular risks relating to the Group’s business whilst more
details are set out in the section headed “Risk Factors™ in this prospectus.

The global economic recovery that started at the end of 2009 was not as solid as initially
anticipated. Although the Group’s business growth momentum did carry over to 2010, market
demand started to soften in 2011. The U.S. economic growth has been slowed down since the 2nd
quarter of 2011. The credit crisis in Europe deteriorated markedly in late 2011. For the year ended 31
March 2012, the Group recorded a decline of approximately 26.07% in turnover as compared with
the previous financial year, mainly due to the combined effect of (i) Customer A was in the process of

—11 =



SUMMARY

developing a new model for hair removers and production had not yet commenced by the end of the
financial year of 2012 thereby reducing its purchase orders with the Group in an amount of
approximately HK$13 million; (ii) Customer B was in the process of relocating its PRC factory
thereby postponing and reducing its purchase orders with the Group in an amount of approximately
HK$3.22 million; and (iii) the decrease in the demand of the Group’s customers in the United States
in an amount of approximately HK$9.27 million due to the lingering effect of the financial crisis of
2007-2008 which precipitated the economic downturn and unemployment that persisted throughout
the year ended 31 March 2012. Customer A has resumed its normal purchases with the Group by the
production of new model of hair remover in May 2012 during the nine months ended 31 December
2012 and Customer B completed the relocation of its PRC factory in March 2013. The sales to
Customer A amounted to approximately HK$19.26 million for the year ended 31 March 2013, which
were increased compared to the sales to this customer of approximately HK$15.42 million for the
whole year ended 31 March 2012. Besides, it is expected that Customer B will resume its normal
purchases with the Group for the year ending 31 March 2014. If this economic downturn continues
in the countries to which the Group sells its products, the Group’s customers, which are the brand
owners of consumer electronic products, may be adversely impacted with declines in profits and
production output. In such circumstances, the Group’s profit margin and turnover may decrease
resulting in its financial results being adversely affected.

During the Track Record Period, the minimum wage of Shenzhen full-time employees has been
increased three times (i) to RMB1,100 per month since 1 July 2010; (ii) to RMB1,320 per month since
1 April 2011; and (iii) to RMB1,500 per month since 1 February 2012 according to the Notice of
Adjustment of Shenzhen Minimum Wage Standard promulgated by Human Resources and Social
Security Bureau. For the year ended 31 March 2012, the Group has maintained a gross profit margin
of approximately 33.46% as compared to the gross profit margin of approximately 26.80% for the
previous fiscal year. Due to the Group’s stringent cost control measures which include (i) closely
monitor the effectiveness of the PRC production workers to avoid overtime pay; (ii) the PRC
production workers are required to undergo regular training programmes to upgrade their skills to
improve quality control and efficiency; and (iii) senior management having regular meeting with the
senior personnel of each production lines in order to understand the manpower is allocated
efficiently, the Directors are of the view that the rising production costs in the PRC have no
significant impact to the Group during the Track Record Period. For the years ended 31 March
2011, 2012 and 2013, the overtime payment to the PRC employees amounted to approximately
RMB1.54 million, RMB1.40 million and RMBO0.72 million respectively, which was in a decreasing
trend arising from the results of the cost control measures implemented. During the Track Record
Period, the Group provided regular trainings in the topics on effective costs savings plans, the
standards on electronic manufacturing, the techniques on industrial engineering and the basics on
the electronic components to the PRC employees.

However, the wage of the PRC employees is in the rising trend which would increase the
Group’s production costs in the PRC going forward. The Group may not be able to pass on the
increased cost to its customers by increasing the selling prices of the products in light of competitive
pressure in the markets where it operates. In such circumstances, the Group’s profit margin may
decrease and its financial results may be adversely affected.

Despite the current sluggish market condition, the Company continues to make efforts in
acquiring new customers. For the years ended 31 March 2011, 2012 and 2013 and the four months
ended 31 July 2013, the Company acquired 1, 6, 10 and 3 new customers with a turnover of
approximately HK$0.09 million, HK$2.86 million, HKS$11.95 million and HKS$0.84 million
respectively. These customers accounted for approximately 0.11%, 4.69%, 16.67% and 5.10% of
the total turnover for the years ended 31 March 2011, 2012 and 2013 and the four months ended 31
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July 2013 respectively. In addition, the Company’s strategy is to reduce its reliance on the major
customers. The Group’s sales to its top five customers for the years ended 31 March 2012 and 2013
decreased to approximately 57.38% and 60.51% respectively of its total turnover as compared to
approximately 66.60% of its total turnover for the year ended 31 March 2011. The Directors are
intent on minimising the adverse effect if there is a cancellation or reduction of orders from its major
customers. In order to minimize the adverse effect if there is a cancellation or reduction of orders
from the Group’s customers, the Group plans to maintain relationship with its existing customers
and diversify its client base by expanding its sales department network. The Group intends to set up
its sales team for plastic parts in order to capture sales of plastic parts for existing customers and
new customers, which will create a new income stream to the Group and have a diversification of the
Group’s customer portfolio. The Group plans to reinforce its ties and promotion efforts with its
existing customers by enhancing communications to identify their needs in order to create a
competitive advantage for securing purchase orders and soliciting referrals of new customers from
them. The Group also intends to attract new customers by actively participating in industry trade
fairs and exhibitions in both the PRC, Hong Kong and overseas. The Directors believe that such
enhanced marketing efforts would help to reduce the Group’s reliance on its major customers.

In order to mitigate the rising production costs in the PRC, the Group continues to tighten its
control on manufacturing expenses, material expenses and head counts. In addition, the Group
intends (i) to introduce more automation and computerization by adding new SMT machines; and
(i1) to set up plastic division to lower material costs on plastic parts upon the Listing.

Despite the Group’s significant risk factors discussed above and the deteriorating financial
performance of the Group for the year ended 31 March 2012, the Sole Sponsor considers that the
Group’s business is sustainable and suitable for the Listing on the following basis, (i) the Directors,
Mr. Lo Yan Yee and Madam Cheng, have extensive experience in the EMS industry; (ii) the Group
has proven business track record of over 24 years; and (iii) the Group has long established business
relationship with its customers.
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In this prospectus, the following expressions have the following meanings unless the
context otherwise requires. Certain other terms are explained in the section headed “Glossary

of Technical Terms”.

“Articles” or
“Articles of
Association”

“Asian Countries”

“associate(s)”
“Board”

“Business Day”

“BVI”
“CAGR”

b

“Capitalisation Issue’

“CCASS”

“CCASS Clearing
Participant”

“CCASS Custodian
Participant”

“CCASS Investor
Participant”

“CCASS Participant”

“Companies Law”

the articles of association of the Company, which were adopted
on 27 September 2013, a summary of which is contained in
Appendix IV to this prospectus

for the purpose of this prospectus, include the PRC, India, Israel,
Malaysia, Singapore and Taiwan

has the meaning ascribed thereto under the GEM Listing Rules
the board of directors of the Company

a day that is not a Saturday, Sunday or public holiday in Hong
Kong

the British Virgin Islands
compound annual growth rate

the issue of 130,000,000 Shares to be made upon capitalisation of
part of the share premium account of the Company referred to in
the sub-paragraph headed “Written resolution of the Sole
Shareholder passed on 27 September 2013”7 wunder the
paragraph headed “Further information about the Company”
in Appendix V 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 a general clearing participant

a person admitted to participate in CCASS as a custodian
participant

a person or persons admitted to participate in CCASS as an
investor participant, who may be an individual or joint
individuals or a corporation

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

the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands
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“Companies
Ordinance”

“Company”

})

“Compliance Adviser’

“Compliance Adviser
Agreement”

“Controlling
Shareholder”

“Covenantor”

“Deed of Mutual
Set-off”

“Deed of Non-
competition”

“Director(s)”

“Echo Co”

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

Echo International Holdings Group Limited (formerly known as
Gold Treasure Hung Holdings Limited), an exempted company
incorporated in the Cayman Islands with limited liability on 21
December 2010

Tanrich Capital

a compliance adviser agreement dated 27 September 2013 entered
into between the Company and Tanrich Capital pursuant to the
requirement of Rule 6A.19 of the GEM Listing Rules, further
details of which are set out in the paragraph headed “Compliance
Adviser” under the section headed “Directors, senior
management and staff” in this prospectus

has the meaning ascribed to it under the GEM Listing Rules and,
in context of the Company, the controlling shareholder is
Madam Cheng

Madam Cheng, being the covenantor pursuant to the Deed of
Non-competition

a conditional deed of mutual set-off dated 27 September 2013
entered into between Madam Cheng and the Company whereby
Madam Cheng has agreed to bear the expenses incurred by the
Company in connection with the Listing to the extent of
HKS$5.77 million by setting off against the debt of the
Company owing to Madam Cheng

a deed of non-competition undertaking dated 27 September 2013
entered into by Madam Cheng in favour of the Company (for
itself and on behalf of its subsidiaries), particulars of which are
summarised in the paragraph headed “Deed of Non-
competition” in the section headed “Controlling, Substantial
and Significant Shareholders”

the director(s) of the Company

Echo Electronics Co, a partnership formed in Hong Kong on 27
November 1989, which ceased its business and was dissolved on
30 September 2010
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“Echo Electronics”

“EU”

“Euro(s)”

“BEuropean Countries”

“EU Legal Adviser”
13 GDP)?
3 GEM 2

“GEM Listing Rules”

“Gold Treasure BVI”

“Group”

“HKFRSs”

“HKSCC”

“HKSCC Nominees”

“HKS$” or “Hong Kong
dollars” and “cents”

“Hong Kong” or “HK”

Echo Electronics Company Limited, a limited liability company
incorporated in Hong Kong under the Companies Ordinance on
24 December 2003 and an indirect wholly-owned subsidiary of
the Company

the European Union

the lawful currency of those member states of the EU that have
adopted such currency

for the purpose of this prospectus, include Belgium, Bulgaria,
Denmark, Finland, France, Germany, Italy, Netherlands,
Poland, Portugal, Spain, Sweden, Switzerland and United
Kingdom

Messrs Watson, Farley & Williams LLP
gross domestic product
Growth Enterprise Market of the Stock Exchange

the Rules Governing the Listing of Securities on GEM, as
amended, supplemented or otherwise modified from time to time

Gold Treasure Hung Group Limited, a limited liability company
incorporated in the British Virgin Islands on 6 December 2010
and a wholly-owned subsidiary of the Company

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

The Hong Kong Financial Reporting Standards, which include
the Hong Kong Accounting Standards and interpretations issued
by the Hong Kong Institute of Certified Public Accountants

Hong Kong Securities Clearing Company Limited, a wholly-
owned subsidiary of Hong Kong Exchanges and Clearing
Limited

HKSCC Nominees Limited

Hong Kong dollars and cents respectively, the lawful currency of
Hong Kong

the Hong Kong Special Administrative Region of the PRC
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“Hong Kong Branch
Share Registrar”

“Independent Third
Party” or
“Independent Third
Parties”

“Japanese yen”

“Joint Lead Managers”

“Latest Practicable
Date”

“Listing”

“Listing Date”

“Listing Division”

“Madam Cheng”

“Main Board”

“Memorandum of
Association”

“Ms. Cheng”

“Placing”

Tricor Investor Services Limited

a person(s) or company(ies) who or which is/are independent of
or not connected with any members of the Group, any Directors,
chief executive or substantial shareholders of the Company (as
defined under the GEM Listing Rules), its subsidiaries or any of
their respective associates

Japanese yen, the lawful currency of Japan

the joint lead managers of the Placing Shares, whose names are
set out in the paragraph headed “Underwriters” under the
section headed “Underwriting” in this prospectus

23 September 2013, being the latest practicable date for
ascertaining certain information in this prospectus prior to its
publication

the listing and the commencement of dealings of the Shares on
GEM

the date on which dealings in the Shares on GEM first
commence, which is expected to be on 11 October 2013

the Listing Division of the Stock Exchange

Cheng Yeuk Hung (EP#HE), an executive Director, the
Controlling Shareholder, a founder of the Group, the spouse of
Mr. Lo Yan Yee, the elder sister of Ms. Cheng and the younger
sister of Mr. Cheng Kwing Sang, Raymond

the stock exchange (excluding the option market) operated by the
Stock Exchange prior to the establishment of GEM, which
excludes options market and which continues to be operated by
the Stock Exchange in parallel with GEM and which, for
avoidance of doubt, excludes GEM

the memorandum of association of the Company, as amended
from time to time

Cheng Yeuk Yu (¥f# ), the younger sister of Madam Cheng
and Mr. Cheng Kwing Sang, Raymond

the conditional placing of the Placing Shares by the Underwriters
on behalf of the Company at the Placing Price as further
described in the section headed “Structure and conditions of the
Placing” in this prospectus
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“Placing Price”

“Placing Shares”

“PRC”, “China” or
“Mainland China”

“PRC Legal Adviser”

“PRC Government”

“PRC Laws”
“Pre-IPO Share Option

Scheme”

“Processing
Agreement”

“Processing Factory”

“Processing Party”

HK$0.60 per Placing Share, excluding any brokerage fee, SFC
transaction levy and Stock Exchange trading fee

the 60,000,000 Placing Shares being initially offered at the
Placing Price pursuant to the Placing

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

ETR Law Firm (B JE(EE ZAMFH ), the legal advisers to
the Company as to PRC law

the central government of the PRC including all government
departments (including provincial, municipal and other regional
or local government entities) and organs thereof or, as the
context requires, any of them

all laws, rules, regulations, notices, orders and decrees in force in
the PRC as at the date of this prospectus

the existing share option scheme approved and adopted by the
Company on 27 September 2013, the principal terms of which are
summarised in the section headed “Pre-IPO Share Option
Scheme” in Appendix V to this prospectus

the processing agreement entered into between the Processing
Party, the Processing Factory and Echo Electronics on 29
November 1991, as amended by supplemental agreements
entered into between the Processing Party, the Processing
Factory, Echo Electronics and/or the Undertaking Party from
time to time

GRINTH & 2 w8 % = i i (Shenzhen City Baoan District
Guanlan Yi Gao Manufacturing Factory*), formerly known as
B 2 [ A K A A 3 ) F ML (Baoan District Guanlan Da Bu
Xiang Yi Gao Manufacturing Factory*) before 30 December
2006, was a non-legal person enterprise established in the PRC
and a factory operated under the Processing Agreement to
undertake the manufacture operation of the Group prior to the
Transformation

BRI T B LA 888 e A5 BR /A F]  (Shenzhen City Baoan Foreign
Economic Development Ltd*), a party which is engaged in
conducting processing arrangements and providing agency
service regarding import and export matters
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“Progress”

“Regulation S”

“Reorganisation”

“Repurchase Mandate”

“RMB” and
“Renminbi”

“SAFE”
GGSFC”

“SFO”

“Share(s)”

“Share Option Scheme”

“Share Option
Schemes”

“Shareholder(s)”

“Shenzhen City Bao
Guan Cheng”

Progress International Holdings Limited, a company
incorporated in Hong Kong with Ilimited liability and
beneficially owned by Madam Cheng and Mr. Lo Yan Yee as
to 70% and 30% respectively

Regulation S under the US Securities Act

the reorganisation of the Group in preparation for the Listing, as
described in the sub-section headed “Reorganisation” under the
section headed “Further information about the Company” in
Appendix V to this prospectus

the general unconditional mandate to repurchase Shares given to
the Directors by the Shareholders, further details of which are
contained in the section headed “Further information about the
Company” in Appendix V to this prospectus

the lawful currency of the PRC

State Administration of Foreign Exchange of the PRC
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 par value of HK$0.01 each in the share
capital of the Company

the share option scheme conditionally approved and adopted by
the Company on 27 September 2013, the principal terms of which
are summarized in the section headed “Share Option Scheme” in
Appendix V to this prospectus

the Pre-IPO Share Option Scheme and the Share Option Scheme

the holder(s) of the Shares

GEYI T BB > 5 1E/A 7] (Shenzhen City Bao Guan Cheng
Cooperative Stock Company*), formerly known as 3| i & % [&
BB AR 592 B /A7 (Shenzhen City Baoan District
Guanlan Town Guanlan Economic Development Company*)
from 22 March 1993 to 29 December 2004 and & %571 281
5 EE e /A F] (Baoan County Guanlan Economic Development
Company*) before 22 March 1993, being the Undertaking Party
to the Processing Agreement for the period from 29 November
1991 to 8 August 2005
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“Shenzhen City Da Bu
Xiang”

“Shenzhen City Da He
Min”

“Sole Bookrunner” or
“Sole Sponsor”

“sq.ft.”
“Sq‘m.”
“Stock Exchange”

“Subsidiaries”
“Takeovers Code”

“Tanrich Capital”

“Track Record Period”

“Treasury”

ccT/Taa

“U.K.” or “United
Kingdom”

“Undertaking Party”

GO KAy & 1E/A 7 (Shenzhen City Da Bu Xiang
Cooperative Stock Company*), being the Undertaking Party to
the Processing Agreement for the period from 9 August 2005 to
29 December 2006

IR RS VEAF  (Shenzhen City Da He Min
Cooperative Stock Company*), being the Undertaking Party to
the Processing Agreement for the period from 30 December 2006
up to 16 November 2011

Tanrich Capital

square feet
square metres
The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto in section 2 of the Companies
Ordinance

the Code on Takeovers and Mergers, as amended from time to
time

Tanrich Capital Limited, a licensed corporation to carry on
type 1 (dealing in securities) and type 6 (advising on corporate
finance) regulated activities as set out in schedule 5 to SFO and
the Sole Sponsor, the Sole Bookrunner or the Lead Manager for
the Listing

the three financial years of the Company ended 31 March 2011,
2012 and 2013

Treasury International Electronics Limited, a company
incorporated in Hong Kong with limited liability on 29 April
2008 and deregistered on 28 March 2013, which was beneficially
owned by Madam Cheng and Mr. Lo Yan Yee as to 70% and
30% immediately before its cessation of business on 31 March
2012 respectively

Telegraphic transfer, a payment method

the United Kingdom of Great Britain and Northern Ireland

a party under the Processing Agreement or the respective
supplements and amendments and is engaged to provide the
necessary premises, existing water and electricity utilities and
labour for production
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DEFINITIONS

“Underwriters” the underwriters of the Placing, whose names are set out in the
paragraph headed “Underwriters” under the section headed
“Underwriting” in this prospectus

“Underwriting the conditional underwriting agreement dated 30 September 2013
Agreement” and entered into between the Company, the executive Directors,
the Controlling Shareholder, the Sole Sponsor, the Joint Lead
Managers and the respective Underwriters in relation to, inter
alia, the underwriting of the Placing Shares, further details of
which are set out in the paragraph headed “Underwriting
Arrangements” under the section headed “Underwriting” in
this prospectus

“U.S.” or “United the United States of America, its territories, its possessions and
States” all areas subject to its jurisdiction
“US$” or “US United States dollars, the lawful currency of the United States
dollar(s)”
“US Legal Adviser” Messrs. Simons & Wiskin
“US Securities Act” the US Securities Act of 1933, as amended from time to time
“WTO” World Trade Organisation, an international organization based
in Geneva that monitors and enforces rules governing global
trade
“Yi Gao Tech” ¥R T (EI) AFRAF (Yi Gao Tech Electronics (Shenzhen)

Co., Ltd*) a wholly foreign-owned enterprise established in the
PRC on 26 May 2011 and an indirect wholly-owned subsidiary of
the Company

“%” per cent

Unless otherwise stated, certain amounts denominated in Hong Kong dollars have been
translated into US dollars at an exchange rate of HK$7.8 to US$1.00 for illustration purposes
only and the conversion of Renminbi into Hong Kong dollars in this prospectus is based on the
approximate exchange rate of HK$1.00 to RMB0.79285. In particular, the exchange rate
between Hong Kong dollars and Renminbi was set by the People’s Bank of China for foreign
exchange transactions prevailing as of the Latest Practicable Date. Such conversions shall not
be construed as representations that amounts in Hong Kong dollars will be or may have been
converted into US dollars| Renminbi at such rates or any other exchange rates.

The English version of the Chinese names which are included in this prospectus and
marked with “*” are for identification purpose only, and should not be regarded as the official
English translation of such Chinese names or words unless stated otherwise. If there is any
inconsistency between the Chinese names of the PRC entities mentioned in this prospectus and
their English translation, the Chinese version shall prevail.
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GLOSSARY OF TECHNICAL TERMS

“EMC” electromagnetic compatibility

“EMS” acronym for electronics manufacturing services. EMS
companies’ product offering is focused on PCBA and complete
unit assembly and tests, product design support services, and
possibly after market support and delivery services

“Hipot” high potential. Hipot is a term given to a class of electrical safety
testing instruments used to verify electrical insulation in finished
appliances, cables or other wired assemblies, printed circuit
boards, electric motors, and transformers

“IEC” International Electrotechnical Commission

“1C” integrated circuit

“IGBT” insulated gate bipolar transistor

“LED” light-emitting diode, a semiconductor light source

“OEM” original equipment manufacturer, a manufacturer which

manufactures products or components that are purchased by a
company and retailed under the purchasing company’s brand

name

“PCB” printed circuit board

“PCBA” printed circuit board assembly

“REF” radio frequency

“RoHS” Restriction of Hazardous Substances Directive 2002/95/EC

which is the Directive adopted by the EU on the restriction of
the use of certain hazardous substances in electrical and
electronic equipment

“SMT” surface mounting technology

“uv” Ultraviolet
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FORWARD-LOOKING STATEMENTS

“Forward-looking information included in this prospectus may not be accurate”.

This prospectus contains certain forward-looking statements and information relating
to the Group that are based on the beliefs of the Group’s management as well as
assumptions made by and information currently available to its management. When used in
this prospectus, the words “anticipate”, “believe”, “consider”, “could”, “expect”, “going
forward”, “intend”, “may”, “should”, “plan”, “seek”, “will”, “would”, and similar
expressions, as they relate to the Group or its management, are intended to identify
forward-looking statements. Such statements reflect the current views of the Group’s
management with respect to future events and are subject to certain risks, uncertainties and
assumptions, including the other risk factors described in this prospectus. The risks and
uncertainties which could affect the accuracy of forward-looking statements include, but
are not limited to, the following:

e  business prospects of the Group;

e future debt levels and capital needs of the Group;
e  strategy, plans, objectives and goals of the Group;
e  general economic conditions;

e changes in regulatory and operating conditions of the markets in which the Group
operates;

e the Group’s ability to reduce costs;
e capital market developments;
e the actions and developments of the Group’s competitors;

e certain statements in the section headed “Financial information” of this
prospectus with respect to trends in prices, volumes, operations, overall market
trends, risk management and exchange rates; and

e  other statements in this prospectus that are not historical fact.

Investors should note that one or more of these risks or uncertainties may materialise,
or one or more of the underlying assumptions may prove incorrect.
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RISK FACTORS

Potential investors should carefully consider all of the information set out in this
prospectus and, in particular, should consider the following risks and special considerations
associated with an investment in the Group before making any investment decision in
relation to the Placing Shares.

The occurrence of any of the following risks could have a material adverse effect on the
business, results of operation, financial condition and future prospects of the Group and
cause the market price of the Placing Shares to fall significantly.

This prospectus contains certain forward-looking statements relating to the Group’s
plans, objectives, expectations and intentions, which involve risks and uncertainties. The
Group’s actual results could differ materially from those discussed in this prospectus.
Factors that could cause or contribute to such differences include those discussed below, as
well as those discussed elsewhere in this prospectus.

RISKS RELATING TO THE GROUP

Significant decline in the Group’s financial results for the year ending 31 March 2014 which is
mainly attributable to expected increase in administrative and other expenses incurred in
relation to the Listing and after the Listing

The administrative and other expenses will increase after the Listing due to (i) the
charge of one-off listing expenses of approximately HK$3.24 million; and (ii) that the fair
value of the Pre-IPO Share Options granted will be charged to the Group’s income
statement over the vesting periods of the options, which is estimated that approximately
HK$0.89 million will be charged to consolidated statements of comprehensive income for
the year ending 31 March 2014. The estimated expenses in relation to the Listing and the
grant of the Pre-IPO Share Options are non-recurring in nature. In addition, there will be (i)
an increase in salaries and professional costs for the period from September 2013 to 31
March 2014 which may amount to approximately HKS$0.67 million arising from the
appointment of the new Directors prior to the Listing and the engagement of the legal
adviser and the compliance adviser after the Listing; (i1) the annual audit fee which may
amount to approximately HK$0.40 million; (iii) the printing expenses which may amount to
approximately HK$0.10 million; (iv) the annual listing fee which amount to HK$0.10
million; and (v) the increase in the advertising expenses which may amount to
approximately HK$0.50 million according to the Group’s future plans. The Directors
would like to emphasise that such amount of listing expenses and the increase in
administrative and other expenses are current estimates for reference only, and the final
amount is subject to adjustment based on audit and changes in variables and assumptions.
As such, the Directors expect that the Group may experience a significant decline in the
Group’s net profit for the year ending 31 March 2014 which is attributable to the significant
non-recurring item of listing expenses incurred in relation to the Listing and the increase in
administrative and other expenses after the Listing in aggregate of approximately HK$5.90
million.
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RISK FACTORS

Sustainability of the Group’s profitability

For the three years ended 31 March 2011, 2012 and 2013, the Group recorded a net
profit of approximately HK$11.23 million, HK$12.28 million and HK$9.35 million
respectively. For the year ended 31 March 2012, there is a reversal of provision of the
Social Insurances of approximately HK$6.43 million included as a non-recurring gain in the
net profit. Excluding the non-recurring gain derived from the reversal of provision of the
Social Insurances, the Company would have a consolidated net profit of approximately
HK$5.85 million for the year ended 31 March 2012.

The sustainability of the Group’s profitability depends on a number of factors,
including, among other things, the selling prices of products, production material costs and
wages. The selling price and production material cost for each order vary according to a
combination of factors including, but not limited to, the relative bargaining power of the
suppliers and customers, the pricing basis, demand and supply in the market and the market
price. Many of these factors are beyond control of the customers, the suppliers and the
Group. Therefore, the selling price and production material cost may differ even for the
same product produced within the same time period and there is no assurance that the
Group will be able to achieve or maintain similar profitability in the future. Please see the
section headed “Financial information” of this prospectus for a detailed discussion and
analysis of the financial condition and results of operation of the Group during the Track
Record Period.

Reliance on the European Countries and the United States market

The Group’s total sales to the customers in the European Countries and United States
in aggregate represented approximately 77.30%, 72.74% and 71.34%of the total sales of the
Group for the three years ended 31 March 2011, 2012 and 2013, respectively. As the Group
derives a majority of its revenue from exports to the United States and the European
Countries, any unexpected economic, political and social events in the European Countries
and the United States may have a significant impact on retail consumption which could
affect the financial performance of the Group. Moreover, if the Group is not able to
diversify its market or if there is any event that leads to consistently low demand for
electronic products in the European Countries and the United States, the performance of
the Group could be significantly and adversely affected.

Increase in the cost of labour in the PRC

The operations of the Group are labour-intensive. The Group relies on a stable and
low cost labour supply in the PRC. During the Track Record Period, the Group has not
experienced any shortage of labour in the PRC. For the three years ended 31 March 2011,
2012 and 2013, the cost of direct labour accounted for approximately 19.86%, 21.67% and
16.29% respectively of the Group’s total cost of sales. The labour cost in the PRC has been
increasing in recent years and may continue to increase in future. If the Group is unable to
identify and employ other appropriate means to reduce its labour costs, or pass such
increase in the cost of labour to its customers, the results of the Group’s operations,
profitability and financial conditions may be adversely affected.
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For risks relating to changes in labour laws in the PRC, please refer to the paragraph
headed “The implementation of the PRC Labour Contract Law” under the sub-section
headed “Risks relating to the PRC” in this section.

Reliance on major customers

During the Track Record Period, the Group had over 100 customers carrying on
businesses relating to electronic products in different countries such as U.K., United States
and Hong Kong. The Group’s five largest customers, all being Independent Third Parties,
are consumer electronic products manufacturers in the European Countries and the United
States with their own brands. For the three years ended 31 March 2011, 2012 and 2013,
sales to the Group’s five largest customers accounted for approximately 66.60%, 57.38%
and 60.51% of the Group’s turnover respectively.

The Group has been co-operating with its five largest customers over the Track Record
Period for a period of 1 to 15 years. However, the Group has never entered into any long
term contract and/or agreement with any of its customers. As a result, customers can
terminate their respective business relationship with the Group at any time if they desire to
do so.

There is no guarantee that our customers will continue to conduct business with the
Group. In the event that any of the Group’s customers materially reduces their purchase
volume or amount of products with the Group or ceases to conduct business with the Group
and the Group fails to obtain a comparable level of replacement orders from other
customers to replace the lost sales, the Group’s business, results of operations and financial
condition may be materially and adversely affected.

Reliance on key executives and personnel

The success of the Group depends, to a significant extent, on the expertise and
experience of Mr. Lo Yan Yee and Madam Cheng, the founders of the Group and Mr.
Cheng Kwing Sang, Raymond, who are the Group’s key management personnel. Being an
executive Director of the Company, Mr. Lo Yan Yee has over 35 years of experience in the
EMS industry and is primarily responsible for the overall strategic planning and business
development of the Group. Madam Cheng, an executive Director, has over 34 years of
experience in the EMS industry and is primarily responsible for the resource allocations
management and management of the Group’s Hong Kong operation. Mr. Cheng Kwing
Sang, Raymond, an executive Director, has over 20 years of experience in the EMS industry
and is primarily responsible for sales and marketing. The Group’s key management
personnel are well-acquainted with market information and technical knowledge on
manufacturing as well as sales and marketing of the electronics products. Their experiences
and leadership are critical to the Group’s operations and financial performance.

There is no assurance that the Group can retain its key management personnel for their
future services, nor can the Group be assured that qualified personnel can be engaged to
replace any possible loss of such key management personnel in a timely manner. If the
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Group cannot retain or otherwise find a suitable replacement for its key management
personnel in a timely manner in the future, the Group’s future operations may be materially
and adversely affected.

Reliance on major suppliers

During the Track Record Period, the Group had approximately 275, 252 and 230
suppliers respectively for the supply of materials necessary for the production process. For
the years ended 31 March 2011, 2012 and 2013, the procurements from the Group’s five
largest suppliers accounted for an aggregate of approximately 22.60%, 25.73% and 34.71%
of its total cost of procurement respectively.

As at the Latest Practicable Date, the Group did not enter into any long-term
procurement agreement with any of its suppliers. The Group placed purchase orders with
specific specifications and requirements for the supply of raw materials with its suppliers
upon receipt of purchase orders from its customers. The pricing, quality and delivery
schedule of each purchase order are subject to negotiation between the Group and the
respective supplier on a case by case basis. As a result, there is no assurance that the Group
will always be able to agree on all the commercial terms with its suppliers with respect to
each purchase order, or the Group’s existing suppliers will continue to accept the Group’s
purchase orders on the terms as stipulated by the Group. In the event that any of the
Group’s major suppliers materially reduces or ceases to supply the raw materials and
components to the Group, and the Group fails to source the required raw materials from
other raw material suppliers to supply the same or similar types and quantities of products
in a cost effective and timely manner, the reputations, the business operations and financial
performance of the Group may be adversely affected.

Price fluctuations of major raw materials

The costs of raw materials used by the Group represent the major components of cost
of sales of the Group which accounted for approximately 69.63%, 65.76% and 71.83% of
the cost of sales of the Group for the three years ended 31 March 2011, 2012 and 2013. The
prices of the raw materials may be subject to fluctuations a result of various factors which
are beyond the Group’s control, such as global economic and financial conditions. In
addition, since the Group has not entered into any long term supply contract with any of its
suppliers, prices are negotiated on a case-by-case basis and determined according to the
then prevailing market conditions.

The Group did not engage in any hedging activities against any possible fluctuations in
the price of raw materials during the Track Record Period nor has formulated any strategy
to reduce the exposure at present. If there is any upward adjustments to the prices of these
raw materials and the Group is unable to pass the increased costs onto its customers or the
Group is unable to secure adequate supply of such raw materials at market prices to meet its
ongoing production requirements, the Group’s profitability and operations may be
materially and adversely affected.
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Decline in profit margin of new customers

The Group usually charges higher gross profit margins for new customers and/or the
engagements to produce new products by the existing customers as there might be a product
development fee embedded in the sales price. The mark-up margin is negotiated with the
customers in respect of any charge as to production development fee on a case-by-case
basis, but the Group will normally charge such customers a normal margin if a single
purchase order of the same products exceeds 10,000 units on their subsequent purchase
orders. The normal margin usually has a 12%—-15% discount to the mark-up margin since
the latter includes the production development fee. There is no assurance that the Group
can maintain a similar level of gross profit margin in light of the fluctuations in the sales
mix of the Group and the fact that the engagements to produce new products from new
customers and/or existing customers may not be recurring in nature. In the event that the
orders received from new customers and/or existing customers to produce new products
significantly drop, the financial performance of the Group may be adversely affected.
Further details have been set forth in the paragraphs headed “Gross profit and gross profit
margin” under the section headed “Financial Information” in this prospectus.

Exposure to product liability claims

During the Track Record Period, the Group had not sold its products directly to the
overseas retail customers and the Group only manufactured and delivered products to its
overseas customers on Free-on-board (at Hong Kong ports) terms in accordance with the
overseas customers’ specifications. However, the Group being the manufacturer of the
products imported into the overseas countries may be held liable for the damage caused by
its defective products.

There is no assurance that there will not be any product liability claims against our
Group for the loss or damage caused by defective products. If any of the Group’s customers
make any claim against the Group which is in excess of the Group’s insurance coverage or
otherwise falls outside the coverage, the Group’s business and financial condition may be
adversely affected.

Exposure to claims for failure to comply with the product specifications or governmental
safety requirements

The Group has manufactured its products based on the designs, specifications and
prototypes agreed by its customers. Should the Group fail to manufacture its products in
accordance with the said designs, specifications and prototypes, it may be held liable for the
losses suffered by its customers arising from the same. Moreover, some of the Group’s
customers require its products to meet different product safety regulations and other
requirements imposed by the relevant governments in countries into which the end-products
of the Group’s customers are sold. Please refer to sub-sections headed “The EU
Regulations” and “Regulations of the Unities States” under the section headed
“Regulatory Overview” in this prospectus for more details of the relevant product safety
regulations in the EU and the United States.
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There is no assurance that there will not be any claims for the Group’s failure to
comply with the product designs, specifications or prototypes, or defective products. The
failure of the products that the Group manufactures to comply with applicable safety
requirements may result in the Group being liable for damages caused by its defective
products to the end-users of the Group’s customers. Even if the Group’s customers are
responsible for the defects, they may not, or may not have resources to, assume
responsibility for any costs or liabilities arising from these defects, which could expose
the Group to additional liability claims. If any of the Group’s customers make such claims
against the Group, its business and financial position may be adversely affected.

Inadequate insurance coverage

The occurrence of certain incidents, including fraud or other misconduct committed by
the employees of the Group or third parties, fire, severe weather conditions, earthquake,
war, flooding and power outage, and the consequences resulting therefrom may not be
covered adequately, if at all, by the insurance policies of the Group. If the Group incurs
substantial liabilities which are not covered by its insurance policies, or if the business
operations are interrupted for more than a short period of time, the Group may incur
expenses and losses that would materially and adversely affect its operating results.

Failure to protect the intellectual property rights of the Group’s customers

The Group have devised and supervised the implementation of stringent measures by
the Processing Factory and/or Yi Gao Tech to ensure proper usage of the intellectual
property rights and confidential information of the Group’s customers. The Group
maintains confidentiality agreements with its employees to protect the intellectual property
rights of the Group’s customers. If there is any breach of the confidentiality agreement, the
trade secrets of the Group’s customers may become known to its competitors.

In the event that the Group misuses or leaks mould or intellectual property rights of its
customers to external parties, the Group may be held liable to indemnify its customers for
losses they suffered as a result of such misuse or leakage and the Directors and/or senior
management of the Group might be subject to the criminal prosecution. There is no
assurance that there will not be any claim for the Group’s misuse or leakage of its
customers’ mould or intellectual property rights to external parties. If any of our customers
make such claim against the Group, our business and financial position may be adversely
affected.

The Group cannot guarantee that the steps it has taken or will take to protect its
customers’ intellectual property rights will provide adequate protection for customers’
intellectual property rights or that other parties will not independently develop or otherwise
acquire equivalent or superior technology or that it can maintain such technology as trade
secrets. The Group’s failure to protect its customers’ intellectual property rights could have
an adverse effect on its business, results of operations and financial position.
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Effect of the taxation arising from the Transformation

Upon completion of the Transformation, the Group’s manufacturing operation would
be undertaken by a WFOE, namely Yi Gao Tech, and the Processing Factory was
subsequently deregistered. As a result, the profits of Echo Electronics arising from the sale
of goods that are manufactured by Yi Gao Tech cannot be apportioned on a 50: 50 basis
and there is no tax exemption on 50% assessable profit of the Group under Hong Kong
profits tax. In addition, Yi Gao Tech is subject to the PRC enterprise income tax rate of
25% for WFOEs. Yi Gao Tech is subject to a valued added tax of 17% but is eligible for
valued added tax export refund of 13%. Since Yi Gao Tech manufactures and sells its
finished goods to Echo Electronics, the profit generated from such sale will be subject to the
PRC enterprise income tax at the prevailing rate of 25%.

The Company has engaged GDT CPA Limited as its tax adviser to quantify the overall
financial effect arising from the abovementioned tax issues for the years ended 31 March
2010 and 2011. As mentioned in the report of GDT CPA Limited, the unaudited pro forma
taxation of the Group are approximately HK$2.61 million and approximately HK$2.78
million for the years ended 31 March 2010 and 2011 respectively as if the Transformation
was completed, representing an increase of approximately 97.73% and approximately
143.99% to the Group’s taxation of approximately HK$1.32 million and approximately
HKS$1.14 million respectively. The unaudited pro forma net profit for the years ended 31
March 2010 and 2011 would be approximately HK$9.34 million and approximately
HK$9.50 million representing a decrease of approximately 12.50% and approximately
15.33% as compared to the actual results for the same corresponding period. As a result of
the loss of tax exemption on 50% assessable profits under Hong Kong profits tax and the
charge of the PRC enterprise income tax at 25% since September 2011, the effective tax rate
of the Group increased from approximately 9.22% for the year ended 31 March 2011 to
approximately 15.44% and 26.30% for the years ended 31 March 2012 and 2013
respectively. Please refer to the sub-section headed “Taxation” in the section headed
“Business” in this prospectus for further details of the Group’s taxation.

Following completion of the Transformation, the Group no longer enjoys the tax
exemption on 50% assessable profit of the Group under Hong Kong profits tax and Yi Gao
Tech is subject to the PRC enterprise income tax rate of 25% and a valued added tax of
17% with a valued added tax refund of 13%. As such, the effective tax rate of the Group
will increase and the Group’s profitability, results of operations and financial position may
be adversely affected.

Foreign exchange exposure

The Group’s reporting currency is Hong Kong dollars but its sales is denominated in a
mixture of currencies, primarily US dollars and Hong Kong dollars. For the year ended 31
March 2011, the sales were denominated in US dollars, Hong Kong dollars, Japanese yen
and Euros in the proportion of approximately 90.27%, 9.63%, 0.04% and 0.06%,
respectively, while for the year ended 31 March 2012, the sales were denominated in US
dollars and Hong Kong dollars in the proportion of approximately 84.21% and 15.79%,
respectively. For the year ended 31 March 2013, the sales were denominated in US dollars,
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Renminbi and Hong Kong dollars accounted for approximately 96.00%, 0.52% and 3.48%.
In addition, the Group’s costs and expenses are mainly denominated in US dollars, Hong
Kong dollars and Renminbi. For the years ended 31 March 2011, US dollars, Hong Kong
dollars and Renminbi accounted for approximately 49.63%, 30.01% and 18.42% of the
Group’s costs and expenses respectively. For the years ended 31 March 2012, US dollars,
Hong Kong dollars, Renminbi and Japanese Yen accounted for approximately 19.52%,
62.76%, 17.65% and 0.07% of the Group’s costs and expenses respectively. For the year
ended 31 March 2013, US dollars, Hong Kong dollars, Renminbi, pound sterling and
Japanese Yen accounted for approximately 14.10%, 41.87% and 40.87%, 3.02% and 0.14%
of the Group’s costs and expenses respectively. Changes in the relevant exchange in these
currencies may affect the Group’s gross and net profit margin and could result in foreign
exchange and operating losses. These foreign currencies are converted into Hong Kong
dollars as a reporting currency for the purpose of preparing the Group’s financial
statements.

The value of Renminbi is subject to changes of the PRC government’s policies and, to a
large extent, depends on the PRC’s domestic and international economic and political
developments, as well as supply and demand in the PRC market. The exchange rates and the
value of RMB may appreciate or depreciate against US dollars, Euros or other currencies.
Any appreciation of RMB against US dollars, Euros or other currencies would increase the
costs in Euros, US dollars or other currencies of the Group’s products which are produced
in the PRC. This may reduce the level of exports and the Group’s profit margins, and
adversely affect its business and profitability. Remittance of foreign currencies abroad and
conversion of RMB for capital account items, including direct investment and loans, is
subject to government approval in the PRC. Shortage in foreign currencies may restrict the
ability of the PRC subsidiary to remit sufficient foreign currencies to pay dividends or other
payments to Echo Electronics. In addition, any changes to the foreign exchange regulations
of the PRC may adversely affect the Group’s businesses.

Credit risk on trade and other receivables

In respect of trade and other receivables, the Group’s exposure to credit risk is
influenced mainly by the characteristics of each individual customer. For the years ended 31
March 2011, 2012 and 2013, the concentration of credit risk was approximately 75.94%,
61.55% and 64.77% of the total trade and other receivables due from the Group’s top five
customers respectively. During the Track Record Period and subsequent to 31 March 2013,
in view of the customer credit-worthiness and the long-term business relationships, the
Group temporarily extended the credit terms to some of its customers, including the five
largest customers, for extra 1-3 months at their request.

There is no guarantee that the total amount of trade receivables, either outstanding
receivables or past due receivables, will be able to be collected by the Group. In the event
that all or any of the Group’s customers delay or refuse to fulfill their obligations in paying
the receivables owed to the Group, the Group’s business, results of operations and financial
condition may be materially and adversely affected.
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There is no assurance that the Group will be able to successfully implement its business
strategies

Details of the Group’s objective, strategies and future plans are set out in the section
headed “Business objective and future plans” in this prospectus. The successful
implementation of the Group’s business plans depends on a number of factors including,
among others, the availability of funds, competition, and market demand. There is no
assurance that the Group will be able to implement its business plans as scheduled nor that
any such plans will be as successful as contemplated by the management. Any failure or
delay in achieving any or all of the Group’s business plans may have a material and adverse
effect on the Group’s profitability and prospects.

Exposure to anti-dumping duties

Under the anti-dumping laws, the products of the Group exported to the EU and the
U.S. will be subject to anti-dumping duties if the products exported by the Group to the EU
and the U.S. at prices lower than the normal value of the product on their domestic market
and cause injury to the EU and the U.S. industry.

There is no assurance that the products of the Group will not be subject to any anti-
dumping duties in future. If anti-dumping duties are assessed against the exported products
of the Group, the Group’s financial position may be adversely affected.

RISKS RELATING TO THE INDUSTRY
Impact of the global economic crisis

The global economic crisis occurred in late 2008 has adversely affected the world’s
economies and also resulted in a global credit tightening. With a deteriorating worldwide
economy, demand for, among other things, consumer products may fall, which in turn may
affect the demand for the Group’s electronic products. For the year ended 31 March 2010,
the Group’s turnover of approximately HK$61.64 million represented a decrease of
approximately 23.78% from HK$80.87 million for the year ended 31 March 2009, primarily
as a result of the global economic crisis which commenced in late 2008. The Group’s total
number of sales order amounted to 813 for the year ended 31 March 2010, which
represented a decrease of approximately 12.20% from the total number of sales orders of
926 for the year ended 31 March 2009. For the year ended 31 March 2011, the Group’s
turnover of approximately HK$82.50 million and total number of sales orders of 894
signified a return to a similar revenue level for the year ended 31 March 2009 due to an
increase in customer demand brought about by the global economic recovery.

The recent global market and economic conditions, including the ongoing credit crisis
in Europe and the market volatility in major stock markets, have resulted in an adverse
effect on exports. For the year ended 31 March 2012, the Group’s turnover of
approximately HK$60.99 million represented a decrease of 26.07% compared with the
previous year and the Group’s sales order has been decreased to 744 due mainly to the
decrease of 29.98% and 31.62% in sales from the customers in European Countries and the
United States respectively. If this economic downturn continues, the Group’s business
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operations and financial performance could be adversely affected. For the year ended 31
March 2013, the Group has approximately 50 customers based in the European Countries
and the United States and the sales made to them amounted to approximately 52.50% and
18.84% respectively out of the total revenue of the Group for the same period. In the event
of a prolonged economic downturn or significant income level decrease of consumers in the
countries where the Group sells its products to, the Group’s financial results may be
adversely affected. Any adverse change in the political, economic or social conditions, or
taxation or tariff regime of markets of the Group’s products may also adversely affect the
Group’s business, operations and financial performance.

Competition

The Group operates in a highly competitive market. The Directors consider that the
Group faces potential competition from various EMS providers with production bases in
the PRC and overseas. Should the Group fail to compete with other EMS providers or
maintain its competitive advantages or keep pace with technological changes, the Group’s
operations could be adversely affected. Any increase in competition can adversely affect the
Group’s market share, which may lead to price reductions and an increase in the Group’s
spending on business promotion activities. Any of these events could have a material
adverse effect on the Group’s financial condition, results of operations and prospects.

Changing conditions in the EMS industry and environmental liabilities

The industry in which the Group operates is relatively cyclical. Purchases of electronic
products tend to decline during recession periods. There can be no assurance that the Group
will be able to remain profitable in the future.

Changes in government regulations such as government charges, environmental
regulations in both the PRC and Hong Kong or tax may adversely affect participants in this
industry. Increased inspection procedures and tighter import controls could increase the
Group’s operating costs and cause disruption to the Group’s business. Increasing trade
barriers to Hong Kong exports could also harm the Group’s business.

RISKS RELATING TO THE PRC
Effect of changes in the economic, political and social conditions in the PRC

During the Track Record Period, the Group’s production was carried out at the
Processing Factory located in the PRC pursuant to the Processing Agreement. Accordingly,
the results of operations, financial position and prospects of the Group are subject to a
significant degree of economic, political and legal development in the PRC.

In recent years, the PRC government has implemented economic reform measures
emphasising decentralisation, utilisation of market forces in the development of the PRC’s
economy and a high level of management autonomy. Before its adoption of reform and
open door policies beginning in the late 1970s, the PRC’s economy was primarily a planned
economy. Since that time, the PRC government has been reforming the PRC economic
system, and has also begun reforming the government structure in recent years. These
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reforms have resulted in significant economic growth and social progress. Economic reform
policies implemented since the late 1970s have emphasised autonomous enterprises and the
utilisation of market mechanisms. Factors that may cause the PRC government to modify,
delay or even discontinue the implementation of certain reform measures include political
changes and political instability and such economic factors as changes in rates of national
and regional economic growth, unemployment and inflation. Changes in political, economic
and social conditions, laws, regulations and policies in the PRC may have an adverse effect
on the overall development of the EMS industry in the PRC.

The implementation of the PRC Labour Contract Law

The EMS industry is labour intensive. The Group cannot assure you that the cost of
labour in the PRC will not increase in the future. Labour costs in the PRC are primarily a
function of demand and supply of labour, general economic conditions and the standard of
living in the PRC. If labour costs in the PRC increase, the Group’s operating costs will
increase and the Group may not be able to pass these increments to its customers due to
competitive pricing pressures and hence the Group’s results of operations may be adversely
affected.

(aE N R ILANE 45 8 A [F75) (Labour Contract Law of the PRC*) (the “PRC Labour
Contract Law”) became effective and was implemented on 1 January 2008. This law and its
implementation rules reinforce protection for employees who, under the existing PRC
Labour Law, have certain rights under the terms of their employment such as the rights to
(1) sign written employment contracts; (ii) receive overtime wages; and (iii) terminate and
alter their employment contracts. In addition, the PRC Labour Contract Law and its
implementation rules have amended certain aspects of the existing PRC Labour Law which,
as a result, may increase labour cost in the PRC. The implementation of the PRC Labour
Contract Law and its implementation rules may increase the operating expenses of the
Group, in particular the human resources costs and administrative expenses. In the event
that the Group decides to modify its employment or labour policy or practice significantly,
or reduce the number of its staff, the PRC Labour Contract Law may limit the Group’s
ability to implement the modifications or changes in the manner that the Group believes to
be most cost-efficient or otherwise desirable, which could have an adverse effect on its
business operation, financial condition and results of operations.

Changes and uncertainties in the PRC legal system may affect our business

The PRC legal system is based on statutory law. Under this system, prior court
decisions may be cited as persuasive authority but do not have binding precedential effect.
Since 1979, the PRC government has been developing a comprehensive system of
commercial laws and considerable progress has been made in the promulgation of laws
and regulations dealing with economic matters, such as corporate organisation and
governance, property title, foreign investment, commerce, taxation and trade. Because these
laws, regulations and legal requirements are relatively new and evolving, and because of the
limited volume of published cases and judicial interpretations and the non-binding nature
of prior court decisions, the interpretation and enforcement of these laws, regulations and
legal requirements involve some uncertainties than those in jurisdictions under common law
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systems. These uncertainties may limit the legal protections available to the Group and
investors. There is no prediction on the effect of future developments in the PRC legal
system, including the promulgation of new laws, changes to existing laws or the
interpretation or enforcement thereof, or the pre-emption of local regulations by national
laws. Any changes to such laws and regulations may materially increase the cost and
regulatory exposure of the Group in complying with them.

Compliance with environmental and safety regulations in the PRC

The Group is required to comply with the environmental and safety laws and
regulations in the PRC as well as international environmental and safety regulations and
standards applicable to its customers and products. There is no assurance that the Group
can at all times be in complete compliance with such laws, regulations, approvals and
permits. If the Group violates or fails to comply with the requirements, it could be fined or
otherwise sanctioned by the regulators. In some instances, such a fine or sanction could be
material. In addition, these requirements may become more stringent over time and there
can be no assurance that the Group will not incur additional material environmental costs
or liabilities in the future.

RISKS RELATING TO THE PLACING
Industry and market information and statistics contained in this prospectus

Accuracy of certain statistics, the industry data and other information contained in
this prospectus relating to the global and Hong Kong EMS industry and the regional
market of electronic products in EU and the United States are gathered directly and
indirectly from various official publications and websites that the Directors believe to be
reliable. However, there can be no assurance as to the quality or reliability of such source of
materials. The Company, the Controlling Shareholder, the Directors, the Sole Sponsor, the
Sole Bookrunner, the Joint Lead Managers, the Underwriter or any of their respective
affiliates, directors or advisers involved in the Placing have not independently verified such
statistics and information or the methodology in the gathering, compilation or presentation
of such statistics. Accordingly, the Company, the Controlling Shareholder, the Directors
and all other parties involved in the Placing make no representation as to the accuracy of
such statistics and information contained in such official publications and websites. The
Company cannot ensure the accuracy of such statistics and information and such statistics
and information may not be consistent with other information publicly available or
available from other sources. Prospective investors should not place undue reliance on any
of such statistics and information contained in this prospectus.

No prior public market for the Shares

There has been no prior public market for the Shares, liquidity may be low and market
price may be volatile. Sale of substantial amounts of Shares in the public market after the
Placing could adversely affect the prevailing market price of the Shares. The Placing Price
was the result of negotiations between the Company and the Sole Sponsor, for itself and on
behalf of the Sole Bookrunner, the Joint Lead Managers and the Underwriters, and the
Placing Price may differ significantly from the market price for the Shares following the
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Placing. The Company has applied for the listing of, and permission to deal in, the Shares
on GEM. However, a listing on GEM does not guarantee that an active trading market for
the Shares will be developed following the Placing or in the future.

Liquidity and market price of the Shares

The market price and trading volume of the Shares may be highly volatile. Factors
such as variations in the Group’s revenues, earnings or cash flows, and/or announcements
of new investments, strategic alliances could cause the market price of the Shares to change
substantially. Any such developments may result in large and sudden changes in the volume
and market price at which the Shares will be trading. There is no assurance that these
developments will not occur in the future. In addition, shares of other companies listed on
the Stock Exchange related to the EMS industry have experienced substantial price
volatility in the past, and it is possible that the Shares will be subject to changes in market
price that may not be directly related to the Group’s financial or business performance.

Dilution effect and impact of exercise of options granted under the Share Option Schemes

The Group may need to raise additional funds in the future to finance expansion or
new developments relating to its operations or new acquisitions. If additional funds are
raised through the issue of new equity or equity-linked securities of the Company other than
on a pro rata basis to existing Shareholders, the percentage ownership of the Shareholders
in the Company may be reduced and Shareholders may experience dilution in their
percentage shareholdings in the Company. In addition, any such new securities may have
preferred rights, options or pre-emptive rights that make them more valuable than or senior
to the Shares.

Furthermore, the Company has conditionally adopted the Pre-IPO Share Option
Scheme and the Share Option Scheme. As at the date of this prospectus, options to
subscribe for 20,000,000 Shares have been granted under the Pre-IPO Share Option Scheme
and no options have been granted under the Share Option Scheme. The fair value of the
share options granted under the Pre-IPO Share Options Scheme calculated by an external
valuer is approximately HK$2.67 million, which will be charged to the consolidated
statements of comprehensive income of the Group over the vesting period by reference to
the fair value at the date on which the share option are granted. Accordingly, it is expected
that approximately HK$0.89 million will be charged to the consolidated statements of
comprehensive income of the Group for the year ending 31 March 2014. Following the
granting of any options under the Share Option Scheme in the future and the issue of new
Shares upon exercise of the options granted or may be granted under the Pre-IPO Share
Option Scheme and the Share Option Scheme, there will be an increase in the number of
issued Shares. As such, there may be a dilution or reduction of shareholding of the
Shareholders and may also result in a dilution or reduction of the earnings per Share or net
asset value per Share.

Under the HKFRSs, the costs of Shares granted to the grantees through the Pre-IPO
Share Option Scheme and the Share Option Scheme will be charged to the profit and loss
accounts as share based payment, and the issue of new Shares to the grantees should be
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charged at fair value at the date which such options are granted. As such, any grant of
options under the Pre-IPO Share Option Scheme and the Share Option Scheme may
increase the expenses of Group which may affect the Group’s profitability.

Indication of historical dividend payment and current dividend policy

No dividend was declared and paid during the year ended 31 March 2011. For the year
ended 31 March 2012, the Group declared dividends to its sharecholder, Madam Cheng, in
an amount of HK§7 million. For the year ended 31 March 2013, the Group declared an
annual dividend in the sum of HKS$9 million to its then shareholder Madam Cheng.

The declaration of future dividends will be at the recommendation of the Directors at
their discretion and will depend on, among others, the Group’s earnings, financial
condition, cash requirements and availability, and other factors as the Directors may deem
relevant. Accordingly, historical dividend payments should not be regarded as an indication
of future dividend policy, nor as a basis to forecast the amount of dividends payable in the
future.
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INFORMATION ABOUT THIS PROSPECTUS AND THE PLACING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which the Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Companies Ordinance, the
Securities and Futures (Stock Market Listing) Rules (Chapter 571V of the Laws of Hong
Kong) and the GEM Listing Rules for the purpose of giving information to the public with
regard to the Company. The Directors, having made all reasonable enquiries, confirm that
to the best of their knowledge and belief, the information contained in this prospectus is
accurate and complete in all material respects and not misleading or deceptive and there are
no other matters the omission of which would make any statement in this prospectus or this
prospectus misleading.

Printed copies of the prospectus required by the GEM Listing Rules and the
Companies Ordinance are available, for information purposes only, during normal office
hours from 9:00 a.m. to 6:00 p.m. at the office of (1) Tanrich Capital at 16th Floor,
Central Plaza, 18 Harbour Road, Wanchai, Hong Kong; and (2) Convoy Investment
Services Limited at Ground Floor & 1st Floor, Li Po Chun Chambers, 189 Des Voeux
Road, Central, Hong Kong starting from 4:30 p.m. on Monday, 30 September 2013 to
Friday, 11 October 2013 (both dates inclusive).

INFORMATION ON THE PLACING

The Placing Shares are offered solely on the basis of the information contained and
representations made in this prospectus and on the terms, subject to the conditions set out
herein. No person is authorised to give any information in connection with the Placing 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
the Company, the Sole Sponsor, the Sole Bookrunner, the Joint Lead Managers (for itself
and on behalf of the Underwriters), any of their respective directors, agents, employees or
advisers or any other party involved in the Placing.

UNDERWRITING
This prospectus is published solely in connection with the Placing.

The listing of the Shares on GEM is sponsored by the Sole Sponsor and lead managed
by Tanrich Capital. Pursuant to the Underwriting Agreement, the Placing is fully
underwritten by the Underwriters on a conditional basis. For information about the
Underwriters and the underwriting arrangements, please refer to the section headed
“Underwriting” in this prospectus.

RESTRICTIONS ON SALE OF THE PLACING SHARES

Each person acquiring the Placing Shares will be required to confirm, or be deemed by
his acquisition of Placing Shares to confirm, that he is aware of the restrictions on offers
and sale of the Placing Shares described in this prospectus.
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No action has been taken in any jurisdiction other than Hong Kong to permit any
offering of the Placing Shares or the distribution of this prospectus. The distribution of this
prospectus and the offering or sale of the Placing Shares in certain jurisdictions are
restricted by law, in particular but without limitation to, the following jurisdictions.
Accordingly, and without limitation to the following, this prospectus may not be used for
the purpose of, and does not constitute an offer or invitation nor is it calculated to invite or
solicit offers 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 an unauthorised offer or
mvitation.

No invitation may be made directly or indirectly by or on behalf of the Company to the
public in the Cayman Islands to subscribe for or acquire any of the Placing Shares.

Hong Kong

This prospectus has been registered with the Registrar of Companies in Hong Kong.
Accordingly, this prospectus may be issued, circulated or distributed in Hong Kong, and
the Placing Shares under the Placing may be offered for subscription or sale to members of
the public in Hong Kong. In addition, advertisements may be made offering or calling
attention to an offer or intended offer of the Placing Shares to the public in Hong Kong.

Singapore

This prospectus has not been and will not be lodged and registered as a prospectus with
the Monetary Authority of Singapore. Accordingly, this prospectus and any other offering
document or material in connection with the offer of the Placing Shares may not be issued,
circulated or distributed in Singapore nor may any of the Placing Shares be offered for
subscription or purchase or sold, directly or indirectly, nor may an invitation or offer to
subscribe for or purchase any Placing Shares be made, directly or indirectly, to persons in
Singapore other than (i) to an institutional investor under Section 274 of the Securities and
Futures Act, Chapter 289 of Singapore (the “SFA”), (ii) to a relevant person pursuant to
Section 275(1), or any person pursuant to Section 275(1A), and in accordance with the
conditions specified in Section 275 of the SFA, or (iii) otherwise pursuant to, and in
accordance with the conditions of, any other applicable provision of the SFA.

Where Placing Shares are subscribed or purchased under Section 275 of the SFA by a
relevant person which is:

(a) a corporation (which is not an accredited investor (as defined in Section 4A of the
SFA)) the sole business of which is to hold investments and the entire share
capital of which is owned by one or more individuals, each of whom is an
accredited investor; or

(b) a trust (where the trustee is not an accredited investor) whose sole purpose is to
hold investments and each beneficiary of the trust is an individual who is an
accredited investor,

— 39 —



INFORMATION ABOUT THIS PROSPECTUS AND THE PLACING

shares, debentures and units of shares and debentures of that corporation or the
beneficiaries’ rights and interest (howsoever described) in that trust shall not be
transferred within six months after that corporation or that trust has acquired the Offer
Shares pursuant to an offer made under Section 275 of the SFA except:

(1) to an institutional investor (for corporations, under Section 274 of the SFA) or to
a relevant person defined in Section 275(2) of the SFA, or to any person pursuant
to an offer that is made on terms that such shares, debentures and units of shares
and debentures of that corporation or such rights and interest in that trust are
acquired at a consideration of not less than S$200,000 (or its equivalent in a
foreign currency) for each transaction, whether such amount is to be paid for in
cash or by exchange of securities or other assets, and further for corporations, in
accordance with the conditions specified in Section 275 of the SFA;

(2) where no consideration is or will be given for the transfer; or
(3) where the transfer is by operation of law.
Taiwan

The Placing Shares have not been and will not be registered with the Securities and
Futures Bureau of Taiwan and are not being offered for subscription or sold and may not
be offered for subscription or sold, directly or indirectly, to the public in Taiwan.

United States

The Placing Shares have not been and will not be registered under the US Securities
Act, or under the securities laws of any state of the U.S. and may not be offered, sold,
pledged or transferred within the U.S.. The Placing Shares are being offered and sold
outside the U.S. to non-U.S. persons in reliance on Regulation S under the U.S. Securities
Act.

APPLICATION FOR LISTING ON GEM

The Company has applied to the GEM Listing Division for the listing of, and
permission to deal in, the Shares in issue, the Shares to be issued pursuant to the Placing,
the Capitalisation Issue and the exercise of the options that may be granted under the Share
Option Schemes, on GEM. Save as disclosed herein, no part of the share or loan capital of
the Company is listed, traded or dealt in on any stock exchange and save as disclosed
herein, the Company is not seeking nor proposing to seek listing of or permission to deal in
the shares or loan capital of the Company on any other stock exchange.

A total of 60,000,000 Placing Shares representing approximately 30% of the enlarged
issued share capital of the Company immediately following completion of the Placing and
the Capitalisation Issue (without taking into account of any Shares which may be allotted
and issued pursuant to the exercise of any options which may be granted under the Share
Option Schemes) will be made available under the Placing.
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Under section 44B(1) of the Companies Ordinance, if the permission for the Shares
offered under this prospectus to be listed on GEM has been refused before the expiration of
three weeks from the date of the closing of the Placing or such longer period not exceeding
six weeks as may, within the said three weeks, be notified to the Company by or on behalf of
the GEM Listing Division, then any allotment made on an application in pursuance of this
prospectus shall, whenever made, be void.

Pursuant to Rule 11.23(7) of the GEM Listing Rules, at the time of the Listing and at
all times thereafter, the Company must maintain the “minimum prescribed percentage” of
25% of the issued share capital of the Company in the hands of the public.

Only securities registered on the branch register of members of the Company kept in
Hong Kong may be traded on GEM unless the Stock Exchange otherwise agrees.

THE SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

If the Stock Exchange grants the listing of, and permission to deal in, the Shares on
GEM and the Company complies with the stock admission requirements of HKSCC, the
Shares will be accepted as eligible securities by HKSCC for deposit, clearance and
settlement in CCASS with effect from the Listing Date or, under contingent situation, 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 Business Day after any trading day. Applicants should
seek the advice of licensed securities dealers or other professional advisers for details of
those settlement arrangements as such arrangements will affect your rights and interests.

All necessary arrangements have been made for the Shares to be admitted into CCASS.

All activities under CCASS are subject to the General Rules of CCASS and CCASS
Operational Procedures in effect from time to time.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential applicants for the Placing Shares are recommended to consult their
professional advisers if they are in doubt as to the taxation implications of subscription
for, holding, purchase, disposal of or dealing in, the Shares (or exercising their rights
attaching thereto) under the laws of the place of the operations, domicile, residence,
citizenship or incorporation. The Company emphasises that none of the Company, the
Directors, the Sole Sponsor, the Sole Bookrunner and the Joint Lead Managers (for itself
and on behalf of the Underwriters), their respective directors, agents or advisers or any
other persons involved in the Placing accepts responsibility for any tax effects on, or
liabilities of, any person resulting from the subscription for, holding, purchase, disposal of
or dealing in, the Shares or exercising their rights attaching thereto.
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HONG KONG BRANCH REGISTER AND STAMP DUTY

The Company’s principal register of members is maintained by its principal registrar in
the Cayman Islands, Butterfield Fulcrum Group (Cayman) Limited and the Company’s
branch registrar of members will be maintained by its branch share registrar in Hong Kong,
Tricor Investor Services Limited.

All Placing Shares issued by the Company pursuant to applications made in the
Placing will be registered on the Company’s branch register of members maintained in
Hong Kong in order to enable them to be traded on GEM. Only Shares registered on the
Company’s branch register of members maintained in Hong Kong may be traded on GEM.
Dealings in the Shares registered on the Company’s branch register of members maintained
in Hong Kong will be subject to Hong Kong stamp duty.

Unless the Company determines otherwise, dividends payable in Hong Kong dollars in
respect of the Shares will be paid to the Shareholders as recorded on the register of members
of the Company on the relevant record date, by ordinary post, at the Shareholders’ risk, to
the registered address of each Shareholder.

STRUCTURE OF THE PLACING

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

ROUNDING

Any discrepancies in any table between totals and sums of amounts listed therein are
due to rounding.

COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in the Shares on GEM is expected to commence at 9:00 a.m. on Friday, 11
October 2013. Shares will be traded in board lot of 4,000 Shares each.
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DIRECTORS AND PARTIES INVOLVED IN THE PLACING

Name Address Nationality

Executive Directors

Mr. Lo Yan Yee (%5 41&) Flat D, 48/F, Block 2 Chinese
( Chairman of the Board) Ocean Pointe, 8 Sham Tsz Street

Sham Tseng, N.T., Hong Kong

Madam Cheng (¥47 1) Flat D, 48/F, Block 2 Chinese
Ocean Pointe, 8 Sham Tsz Street
Sham Tseng, N.T., Hong Kong

Mr. Cheng Kwing Sang, Flat A, 1/F, Tower 1 Canadian
Raymond (E[4:) 8 Lung Tang Road
Royal Sea Crest, Tsing Lung Tau
N.T., Hong Kong

Mr. Lo Ding To (%55Ei4) Flat D, 48/F, Block 2 Chinese
Ocean Pointe, 8 Sham Tsz Street
Sham Tseng, N.T., Hong Kong

Independent non-executive Directors

Mr. Lam Wai Yuen Flat B, 14/F, Block 13 Chinese
(PRAF ) Yuet Wu Villa, Tuen Mun
N.T., Hong Kong

Mr. Ang Chuk Pai (#t477K) Room H, Floor 19, Tower 2 Chinese
Ma On Shan Center, Ma On Shan
N.T., Hong Kong

Mr. Chan Chung Yin, Victor Flat F, 19/F, Tower 1 Chinese
(PR AR 1 Yuk Tai Street, Sausalito
Ma On Shan, N.T.
Hong Kong
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Sole Sponsor and Sole Bookrunner

Joint Lead Managers

Legal advisers to the Company

Tanrich Capital Limited
16th Floor Central Plaza

18 Harbour Road, Wanchai
Hong Kong

Tanrich Capital Limited
16th Floor Central Plaza

18 Harbour Road, Wanchai
Hong Kong

Convoy Investment Services Limited
Ground Floor & 1st Floor

Li Po Chan Chambers

189 Des Voeux Road, Central
Hong Kong

As to Hong Kong law
Patrick Mak & Tse

16/F Nan Fung Tower

173 Des Voeux Road Central
Hong Kong

As to Cayman Islands law

Conyers Dill & Pearman (Cayman) Limited
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman

KY1-1111

Cayman Islands

As to PRC law

ETR Law Firm ()5 % & 5 7 & H 0 5 8 fr)
7/F Bank of Guangzhou Square

30 Zhu Jiang Dong Road

Guangzhou, Guangdong Province

PRC

As to US law
Simons & Wiskin
102 South Broadway
South Amboy

New Jersey 08879
uUS
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As to EU law

Watson, Farley & Williams LLP
15 Appold street

London

EC2A 2HB

UK

Legal advisers to the Sole Sponsor and As to Hong Kong law
the Underwriters P.C. Woo & Co.
12th Floor, Prince’s Building
10 Chater Road, Central
Hong Kong

Auditors and reporting accountants HLB Hodgson Impey Cheng
Certified Public Accountants
31/F, Gloucester Tower
The Landmark
11 Pedder Street
Central
Hong Kong

Property valuer DTZ Debenham Tie Leung Limited
16/F, 1063 King’s Road
Quarry Bay, Hong Kong

Tax adviser GDT CPA Limited
1102, Allied Kajima Building
138 Gloucester Road
Wanchai, Hong Kong
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Registered office

Head office and principal place of
business in Hong Kong

Company website

Compliance officer
Company secretary

Members of the Audit Committee

Members of the Remuneration Committee

Members of the Nomination Committee

Authorised representatives

Compliance adviser

Offshore Incorporations (Cayman) Limited
Floor 4, Willow House, Cricket Square
P.O. Box 2804

Grand Cayman KY1-1112

Cayman Islands

Room 2205, 22/F
Cable TV Tower
9 Hoi Shing Road
Tsuen Wan

Hong Kong

http://www.echogroup.com.hk
(Note: contents contained in this website do not form part of
this prospectus)

Mr. Lo Ding To
Ms. Li Fung Shan HKICPA

Mr. Lam Wai Yuen (Chairman)
Mr. Ang Chuk Pai
Mr. Chan Chung Yin, Victor

Mr. Ang Chuk Pai (Chairman)
Madam Cheng
Mr. Chan Chung Yin, Victor

Mr. Ang Chuk Pai (Chairman)
Mr. Lo Ding To
Mr. Chan Chung Yin, Victor

Mr. Lo Ding To
Ms. Li Fung Shan

Tanrich Capital Limited
16th Floor Central Plaza

18 Harbour Road, Wanchai
Hong Kong
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Principal bankers DBS Bank (Hong Kong) Limited
G/F, The Center
99 Queen’s Road Central
Central
Hong Kong

Chiyu Banking Corporation Limited
Shop No. 5A

G/F, Belvedere Square

Tsuen Wan, N.T.

Hong Kong
Principal share registrar and Butterfield Fulcrum Group
transfer office (Cayman) Limited
P.O. Box 609

Grand Cayman KY1-1107
Cayman Islands

Hong Kong branch share registrar and Tricor Investor Services Limited
transfer office 26th Floor, Tesbury Centre
28 Queen’s Road East
Wanchai, Hong Kong
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INDUSTRY OVERVIEW

This section contains certain information which has been directly or indirectly derived,
in part, from various governmental, official or publicly available documents or reports
prepared by iSuppli, the Directors believe that the sources of this information are
appropriate sources for such information and have taken reasonable care in extracting,
compiling and reproducing such information. The Directors 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. The relevant information has not been independently
verified by the Group, the Sole Sponsor or any of their respective affiliates or advisers, and
therefore may not be accurate, complete or updated. The Group makes no representation as
to its accuracy, completeness or fairness of such information and accordingly the
information contained herein should not be unduly relied upon. The information and
Statistics may not be consistent with other information or statistics compiled within or
outside the EU or the United States.

INTRODUCTION

iSuppli is an independent market research company based in USA and found in 1999,
which offers electronics and technology research and advisory services, as well as analysis
reports and databases. The Group commissioned iSuppli to conduct market analysis of, and
provide the electronics components industry view on PCB, IC, package, semiconductor
devices and transmitters or receivers for inclusion in this prospectus at an aggregate fixed
fee of US§18,000. iSuppli is the global leader in technology value chain research and
advisory services and delivers information about the entire electronics value chain.

The methodology used by iSuppli for the preparation of the report involved a
systematic and balanced approach in which both supply and demand are considered.
Primary market research include interviews with contract manufacturers and electronic
component supplier, as well as its customers and distributors, surveys, and third-party
sources, utilizing its long-term industry expertise to develop unbiased intelligence and
assessments. Historical patterning, econometric analyses, manufacturing cost modeling,
price-volume analyses had been used to analyze the data and trends.

EMS INDUSTRY
1. Overview

A provider of EMS focuses not only on manufacturing, unit assembly, and testing for
the brand owners of electronic products. EMS providers also offer value-added services,
including product design support services, after market support, warranty repair, supply
chain management, global distribution, logistics, and quality control management. EMS
providers manufacture products and related components for branded manufacturers in
various industries, including consumer electronics, telecommunications, automotive,
multimedia products, computer accessories, beauty care equipment, etc. EMS providers
are known by their sufficient production capacity and efficient delivery of products to meet
customers’ order requirements.
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The development of the EMS industry is driven by keen competition whereby branded
manufacturers in various industries tend to focus on their core competencies and to
outsource non-core business processes to outside manufacturing services provider. The
trend is to shift manufacturing from high-cost regions, such as U.S. and EU countries to
low-cost regions, such as the PRC and other South East Asia countries. There are a number
of reasons for a brand owner of electronic products to seek EMS providers for the
manufacture of their products and perhaps other additional or functions. Whilst many will
be directly related to a reduction in cost, there are usually a more complex mix of reasons.

EMS providers can provide:

e a second manufacturing resource to that of the brand owner of electronic
products which can absorb some or all of the fluctuations in the demand cycle;

e reduction of working capital for the brand owner of electronic products;
e immediate availability of trained and experience staff;

e shortened time for availability or the acquiring of new technologies;

e  optimization of yield and rework costs;

e  ability to offer after sales and warranty services;

e  ability to work with design, pre-production and other services which may be in
short supply in-house;

e an experienced supply chain management; and
e the reduction in business risk with capital tied up in plants and equipments.

All the above services from the EMS providers can result in the brand owner of
electronic products being able to concentrate its time for its products manufacturing at a
reasonable cost, and leaves the brand owner of electronic products to concentrate on areas
of higher value such as design, research and development, and marketing of its brand.
Outsourcing to EMS providers also enables the brand owners of electronic products to gain
access to the latest equipment, process knowledge and manufacturing technology without
having to make substantial investments in plants and equipments.

2. Hong Kong EMS Industry

Pursuant to the Hong Kong Industry Profiles on electronics published by the HKTDC
on 4 March 2013, Hong Kong’s electronics industry is the largest merchandise export
earner, accounting for 58% of Hong Kong’s total export in 2012. According to the latest
available statistics, Hong Kong was the world’s largest exporter of telephone sets and the
second largest exporter of calculators, sound recording apparatus, computer parts/
accessories and video recording/reproducing apparatus including DVD recorders/players.
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Hong Kong’s electronics exports rose by 7% in 2012. Exports of electronic parts and
components to the Chinese mainland increased steadily on the back of continued expansion
of mainland’s outward processing production. Although exports to the EU were sluggish
amid the on-going development of the European debt crises, exports to the U.S. managed to
expand in the year.

Finished goods constitute about one quarter of Hong Kong’s electronics exports, of
which the majority are consumer electronics for domestic use. The largest category is audio-
visual (AV) equipment, consisting of radios and optical discs players, hi-fi equipment, TV
sets, digital versatile disc (DVD) players/recorders, MP3/MP4 players, etc.

Parts and components constitute about three quarters of Hong Kong’s electronics
exports, of which the majority are re-exported to the Chinese mainland for outward
processing production. Meanwhile, Hong Kong produces and exports a variety of parts and
accessories for telecommunications items, AV equipment, office machines and computers,
as well as components like resistors, capacitors, inductors, crystals, resonators, speakers,
printed circuit boards (PCBs) and transformers.

Most of the Hong Kong manufacturers have relocated their production facilities to the
Chinese mainland, where various production processes like PCB assembly, plastics injection
moulding and sheet metal working are carried out. Their Hong Kong offices focus mainly
on product design and development, industrial engineering, management, logistic support
and marketing, etc. In the wake of the relocation, most of such companies have been re-
classified as non-manufacturing establishments, despite the fact that they have
manufacturing activities across the boundary.

Exports of Electronic Products from Hong Kong

2010 2011 2012

Annual Annual Annual
Growth Growth Growth
Products Value Rate Value Rate Value Rate

(HKS$ (HKS$ (HK$

million) million) million)
Domestic Exports 17,156 14% 9,532 -44% 7,393 -22%
Re-Exports 1,673,793 28% 1,841,149 10% 1,973,389 7%
Total Exports 1,690,949 28% 1,850,681 9% 1,980,782 7%

Source: Hong Kong Trade Statistics, Census & Statistics Department, Hong Kong Trade Development
Council
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Total Export of Electronic Products in Hong Kong by Country

In 2011, the Hong Kong’s total exports of electronic products rose by 9%, after
surging 28% in 2010.

So far, China has been the largest export markets for Hong Kong’s export of
electronic products and the EU(27) is ranked second, constituting approximately 64 %
and 8% of the total export of electronic products respectively in 2011. The following
table shows the geographical breakdown of the total export of electronic products
from 2010 to 2012:

Total exports of electronics by major markets

2010 2011 2012

Share Growth Share Growth Share Growth
(Approximate (Approximate (Approximate (Approximate (Approximate (Approximate
%) %) %) %) %) %)

Chinese
Mainland 63 29 64 10 65 9
EU(27) 8 24 8 3 7 -2
Germany 2 27 2 7 2 -4
Netherlands 2 26 1 -9 1 5
usS 7 25 6 -4 7 9
ASEAN 6 26 6 15 6 4
Singapore 2 22 2 6 2 *(note 1)
Japan 4 20 3 3 3 8

Source: Hong Kong Trade Statistics, Census & Statistics Department, Hong Kong Trade
Development Council

Note 1. Insignificant

Total exports of electronics by categories

2010 2011 2012
Share Growth Share Growth Share Growth
(Approximate (Approximate (Approximate (Approximate (Approximate (Approximate
%) %) %) %) %) %)
Finished
Products 25 26 26 14 27 9
Parts &
Components 75 29 74 8 73 6
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Total export by electronic products

2010 2011 2012
Share Growth Share Growth Share Growth
(Approximate (Approximate (Approximate (Approximate (Approximate (Approximate
%) %) %) %) %) %)
AV Equipment
& Parts 14 12 13 -2 12 4
IT Equipment &
Parts 20 33 20 14 22 13
Telecom.
Equipment &
Parts 17 33 19 21 21 16
Semiconductors,
Electronic
Valves &
Tubes 29 24 29 7 27 1

Source: Hong Kong Trade Development Council

Note 1: Since offshore trade has not been recorded by ordinary trade figures, these numbers do not
necessarily reflect the export business managed by Hong Kong companies.

Hong Kong’s electronics exports rose by 7% in 2012, after a 9% growth in 2011.
Exports of major product categories including IT equipment, telecommunications
equipment, semiconductor items and AV equipment all grew by varying degrees.

Exports to the Chinese mainland, which accounted for nearly two-thirds of the
total electronics exports, grew by 9% in 2011. Exports of electronic parts and
components, the major items of Hong Kong’s electronics exports to the China
mainland, rose steadily on the back of continued expansion of mainland’s outward
processing production.

Meanwhile, electronics exports to the EU were sluggish amid the on-going
development of the European debt crises. But exports to the US managed to expand
steadily in view of a relatively better consumer market. Elsewhere in Asia, exports to
ASEAN, which constituted mainly of parts and components, grew by 4%, while
exports to Japan also rose by 8% in 2012.

Sales Channels

Hong Kong manufacturers of finished electronic items mostly produce on OEM
and the original design manufacturer (“ODM?”) basis for reputable brand names in
overseas markets. Some of these major buyers have set up buying offices in Hong Kong
for direct sourcing. Hong Kong companies also sell to specialised importers and
traders in North America and Europe, who distribute the merchandise under their own
channels or re-sell to their clients for further distribution.
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As for parts and components, many manufacturers produce on custom-made basis
for famous US, European and Japanese companies, such as parts and accessories of
computers, recorders, and radio receivers, as well as components/modules like PCBs
and LCDs. Meanwhile, standard components are usually exported directly to
distributors and manufacturers in overseas markets, although some Hong Kong
companies also have their own sales offices and/or representative offices abroad.

Hong Kong is an important trading hub for electronic parts and components in
Asia-Pacific. Apart from Chinese products, many items from Japan, Taiwan, the US
and South Korea are re-exported via Hong Kong to the Chinese mainland, and vice
versa. A number of multinational manufacturers of parts and components have set up
their offices in Hong Kong, engaging in sales, distribution and sourcing activities in the
Asia-Pacific region.

Industry Trends

Increasing competition from the China mainland and other Asian suppliers has
long been a threat to Hong Kong companies. In response, many manufacturers have
shifted the more labour-intensive processes across the border. They have also changed
their product mix to strengthen their competitiveness, moving towards higher value-
added and more sophisticated products.

While parts and components for consumer clectronics are selling well in Asia,
major players have re-positioned to supply parts and components for commercial and
industrial equipment like computers, telecommunications and navigation systems. For
example, many PCB manufacturers have shifted to the production of fine pitch multi-
layer boards for sophisticated products, while some LCD companies have developed
high-resolution LCD modules for high-value products. These manufacturers tend to
adopt a strategy of higher degree of vertical integration to increase value-added. PCB
layout, schematic drawing, tool-making, production and/or quality assurance are all
done under one roof.

The fast changing consumer pattern has resulted in low inventory levels in major
export markets, requiring quick response for inventory replenishment. Product life
cycles have also shortened amid advancement in technology, leading to the need for
more frequent changes in product features and specification in order to lure
consumers. In this respect, Hong Kong companies are well known for their
adaptability and responsiveness to the rapidly evolving consumer tastes and
technological changes.

3. Markets

As the Group’s total revenue for the year ended 31 March 2013 accounted for
approximately 52.50% from the European Countries and 18.84% from the United States,
the followings are the analysis of the markets for EU countries and North American
countries.
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Exports of electrical machinery and equipment and parts to the EU

Based on the statistics published by United Nations, the export value of electrical
machinery and equipments and parts from Hong Kong to the EU increased from
approximately US$13,561 million in 2005 to approximately US$15,420 million in 2012,
representing a CAGR of approximately 1.9%. The export values from 2005 to 2012
were actually increased at the annual growth rates ranging from approximately -24.7%
to 24.8% gradually. However, the export value in 2012 was decreased slightly by
approximately 1.3% while comparing to 2011, this was mainly due to the on-going
development of the European debt crises in 2012.

The following chart sets forth the export values of electrical machinery and
equipments and parts from Hong Kong to the EU and their respective annual growth
rates from 2005 to 2012.

Export of electrical machinery and equipment and parts thereof,
sound recorders and reproducers, television image and parts and
accessories of such articles from Hong Kong to the EU
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Overview of the EU Economy

According to the International Monetary Fund, the EU economy grew from
approximately US$13,788 billion in 2005 to approximately US$16,584 billion in 2012,
representing a CAGR of approximately 2.7%. The sharp drop in the annual growth
rate of the nominal GDP of EU in 2009 was mainly due to the global economic crisis
broke out in 2008. The global economic crisis caused damage to the economics in the
EU countries. The GDPs of the EU in 2009 and 2010 was backed down to almost
2007’s level. However, the nominal GDP of the EU was approximately US$16,584
billion in 2012 which was decreased 5.7% from 2011 to 2012.

The following chart sets forth the historical and estimated GDPs and annual real
GDP growth rates from 2005 to 2012 for the EU.

Nominal GDP ( European Union), 2005-2012
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Annual Disposable Income per Capita of the EU

Based on statistics published by Eurostat, the real adjusted gross disposable
income of households per capita of the EU has been increasing gradually from 2001 to
2011. The disposable income of households per capita in 2009 was affected by the
global financial crisis inevitably, so the annual growth rate in 2009 recorded a decrease
of approximately 1.6%. The real adjusted gross disposable income of households per
capita of EU increased from approximately Eurol5,453 in 2001 to approximately
Euro19,682 in 2011, representing a CAGR of approximately 2.4%. The following chart
shows the real adjusted gross disposable income of households per capita of EU from
2001 to 2011.

Disposable income of households per capita in the
Euro EU from 2001 to 2011
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Demand for the import of electrical machinery and equipment and parts to the EU

Based on the statistics published by the United Nations, the import of electrical
machinery and equipment and parts from the world to the EU were in line with the
economy cycle in the EU during the period from 2005 to 2011. The import of electrical
machinery and equipment and parts from the world to the EU was increased from
approximately US$174,546 million in 2005 to approximately US$240,890 million in
2011, representing a CAGR of approximately 5.5%.

The following chart shows the import of electrical machinery and equipment and
parts from the world to the EU from 2005 to 2011.

Import of electrical machinery and equipment and parts thereof;
sound recorders and reproducers, television image and sound
recorders and reproducers, and parts and accessories of such

articles from the world to the EU
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Exports of electrical machinery and equipment and parts to the North America

Based on the statistics published by United Nations, the export value of electrical
machinery and equipments and parts from Hong Kong to the North America, which
comprises Canada, Mexico and the United States, increased from approximately US$12,476
million in 2005 to approximately US$16,491 million in 2012, representing a CAGR of
approximately 4.1%. The export values from 2005 to 2007 were increased at the annual
growth rates ranging from approximately 3% to 14%. The export values surged by 27% in
2010, after the decreases in 2008 and 2009 and recorded an increase of approximately 4.5%
in 2012 from a decrease of 2.6% in 2011.

The following chart sets forth the export values of electrical machinery and equipments
and parts from Hong Kong to the North America and their respective annual growth rates
from 2005 to 2012.

Export of electrical machinery and equipment and parts thereof; sound
recorders and reproducers, television image and parts and accessories of
such articles from Hong Kong to the North America
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Overview of the economy of North America

According to the International Monetary Fund, the economy of North America,
comprising Canada, Mexico and the United States, grew from approximately US$15,608
billion in 2006 to approximately US$17,138 billion in 2010, representing a CAGR of
approximately 2.4%. The sharp drop in the annual growth rate of the nominal GDP of
North America in 2009 was mainly due to the global economic crisis broke out in 2008. The
global economic crisis caused damage to the economics in the North America countries. The
GDPs of North America in 2009 was backed down to lower than 2007’s level. Based on the
estimates from the International Monetary Fund, the nominal GDP of the North America
is expected to reach approximately US$18,564 billion in 2012, representing an annual GDP

growth rate of approximately 8.3% from 2011.

The following chart sets forth the historical and estimated GDP and annual real GDP

growth rates from 2006 to 2012 for the North America.
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Disposable personal income per Capita in Current Dollars of the U.S.

Based on statistics published by the U.S. Census Bureau, the annual disposable
personal income per capita in current dollars of the U.S. increased from approximately
US$31,367 in 2005 to approximately US$38,000 in 2012, representing a CAGR of
approximately 2.8%. The disposable personal income per capita in current dollars of the
U.S. from 2005 to 2012 were increased at the annual growth rates ranging from
approximately -3.6% to 5.8%. The following chart shows the disposable personal income
per capita in the U.S. from 2005 to 2012.
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Demand for the import of electrical machinery and equipment and parts to the North America

Based on the statistics published by the United Nations, the import of electrical
machinery and equipment and parts from the world to the North America was increased
from approximately US$290,992 million in 2005 to approximately US$398,903 million in
2011, representing a CAGR of approximately 5.4%. The import of electrical machinery and
equipment and parts in 2009 suffered a decrease due to the global financial crisis. However,
such decrease in the North America was not as severe as the decrease in the EU relatively.

The following chart shows the imports of electrical machinery and equipment and

parts from the world to the North America from 2005 to 2011.
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PRICING TRENDS OF MAJOR MATERIALS USED IN PRODUCTION BY THE
GROUP

PCBs, semiconductors and ICs are the three principal raw materials for the production
of the Group during the Track Record Period. The overview of the price trends of these
materials is set out below.

PCBs

According to iSuppli, the price of PCBs, mainly determined by market demand and
costs of raw materials, has remained relatively stable during the Track Record Period and
even has started a slightly downward trend. The following graph shows the historical prices
from 2006 to 2011 and the forecast prices from 2012 to 2014 of four different major kinds of
PCB:s.

Price trends of PCBs
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iSuppli noted that the market demand for PCBs keeps increasing as they are one of the
important components used for production of mobile phones, computers, household
appliances and other electronic devices, which experience a stable growth in demand from
the respective markets despite the natural disasters in the previous years and the global
economic downturn. These electronic devices undergo expansion in developed countries and
penetrate to emerging countries due to the technological innovation and the strong
investments in worldwide infrastructure. As a result, this has created a continuing demand
for PCBs and iSuppli expects this trend will last in the coming years.
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A PCB is used as critical parts of electric and electronic products for connecting
electronic parts to each other along a circuit pattern designed on a substrate or supporting
the electronic parts, and acts as a passive component widely used in home appliances,
communication devices, and industrial devices. PCBs with electrical components are widely
used in the electronics industry in a variety of products including computers, servers,
televisions and telecommunication devices.

During the Track Record Period, the Group has used the single and double sided
PCBs, multi-layered PCBs and flexible PCB for the production of its Group’s products.
PCB can be classified into a single-sided PCB, a double-sided PCB, and a multi-layered
PCB according to the number of sides of the PCB in which the circuit pattern is formed.
PCBs are also classified into two sorts according to their substrates, which are rigid PCBs
and flexible PCBs. The rigid PCBs is principally applied in a motherboard or a peripheral
card of a computer or a device. A flexible PCB is a circuit board which can be easily bent
and is typically formed by assembling electronic circuits by mounting electronic devices on
flexible plastic substrates. Such flexible PCB is widely used to connect various parts of
electronic equipments.

Besides, according to iSuppli, the costs of most of the raw materials used for
production of PCBs have experienced little fluctuation during the Track Record Period and
are expected to go downwards in the coming years. However, the prices of these raw
materials, mainly including metals, resin and glass fabric, often depend on the price of oil
and energy and are subject to the fluctuation of energy markets. The graph below illustrates
the historical prices of the main raw materials from 2007 to 2011 and their forecast prices
from 2012 to 2015 by iSuppli. Since the costs of raw materials drop, the suppliers are
inclined to lower the selling price of PCBs or give discounts to boost the sales volume and
meet the increasing demand.

Price trends of main raw materials of PCBs
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Semiconductors

iSuppli reported that the price of semiconductors in overall remained flat and had no
material fluctuation during the Track Record Period, and it is estimated to maintain this
trend in the coming years. The following graph illustrates the historical prices of some
major types of semiconductors from 2007 to 2011 and their forecast prices from 2012 to
2014.

Price trends of semiconductors

US$/unit
4,00
3.50
3.00 == DRAM
s~ SRAM
2.50
= Flash Memory
2.00 = Microcontraller (MCLU)
—a—Analog IC
1,50 ~
—— N Discretes
1.00 — -Optical Semiconductor
sensors & Actuators
050 —o—eo—9 @ @ o o ®
0.00

2007 2008 2009 2010 2011 2012 2013 2014
Source: iSuppli

Similar to PCBs, the price of semiconductors mainly depends on the market demand of
their applications and costs of their production materials. iSuppli noted that the demand for
semiconductors and their applications has picked up in the wake of the financial crisis in
2008, and has been boosted by the technology innovation, the improvements in
functionality and features of the applications, particularly mobile handsets and tablets,
and the ongoing market expansions in the emerging countries. Such drivers on demand were
partially offset by the natural disasters, such as the flood in Thailand and the earthquake in
Japan that occurred during the Track Record Period, as well as the weaker consumer
confidence and spending amid the global economic downturn.
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Semiconductors are small silicon devices which are used in controlling the passage of
electrical currents in electronic devices. Semiconductor devices can be single discrete
devices, such as a single transistor and a resistor, and other more complex devices, such as
ICs, which consist of a number of devices manufactured and interconnected on a single
semiconductor substrate. Semiconductor devices broadly divided in terms of functions
include discrete, optical semiconductors, sensor, analog, memory, microprocessor and
microcontroller.

During the Track Record Period, the Group has purchased flash memory, memory
ICs, microcontroller, analog ICs, discrete, optical semiconductors and sensors for its
production.

e Flash memory is a device which stores non-volatile memory that can be
electrically erased and reprogrammed.

e Memory IC is a device which keeps and stores signal and data that can be
retrieved electronically, such as DRAM (Dynamic random-access memory) and
SRAM (Static random-access memory).

e  Microcontroller is a small computer on single integrated circuits containing a
processor core, memory and programmable input/output peripherals.

e Analog IC is a device that handles and controls analog signals.

e Discrete is a single electronic component with only one circuit element, either
passive or active, such as resistor, capacitor, diode or inductor.

e  Optical semiconductor is an electronic device that sources, detects and control
light and converts it to or from electrical signals, and can be divided into two
major groups as luminescent devices (light-emitting diodes and laser diodes), and
light-receiving devices (solar cells and photo-detectors).

e Sensor is a device that measures a physical quantity and converts it into a signal
which can read by an observer or by an instrument.

During the Track Record Period, the Group classified sensor, analog IC, memory IC
and flash memory as ICs for the Group’s raw material purchasing. Discrete and optical
semiconductor are classified as semiconductors for the Group’s raw material purchasing.

Moreover, iSuppli reported that the costs of major raw materials used for production
of semiconductors have stayed relatively stable during the Track Record Period, except
some materials like photo mask, target material and monosilane which had their prices
increased mildly. The price rise in these materials was a result of limited production
capacity, lack of suppliers and technology migration. According to iSuppli, the overall price
trend of production materials of semiconductors is not expected to change in 2013 and
2014. Set out below is the graph of the historical prices of the major raw materials from
2007 to 2011 and their forecast prices from 2012 to 2014.
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LABOUR AND SAFETY MATTERS

The Directors take labour and safety matters as an important social responsibility. The
Directors have confirmed that, during the Track Record Period and up to the Latest
Practicable Date, the Group complied with the Labour Contract Law of the PRC and the
PRC Production Safety Law in all material respects.

Labour Contract Law

According to (1 # N RILFIER 45 8) 5 [7]1%) (Labour Contract Law of the PRC*) effective
on 1 January 2008, labour contracts shall be entered into if labour relationships are to be
established between an enterprise and its employees. Enterprises can only require its
employees to work in excess of the time limit with overtime pay according to the applicable
labour laws and regulations and shall provide wages not lower than the local standards on
minimum wages. Enterprises should establish a system for labour safety and sanitation and
improved the same from time to time, strictly abide by rules and standards on labour safety
and sanitation, educate its employees in labour safety and sanitation in the PRC. Labour
safety and sanitation facilities of the Group have met such standards and the Group has
provided its employees with labour safety and sanitation conditions meeting the state
stipulations and necessary articles of labour protection. During the Track Record Period
and up to the Latest Practicable Date, the PRC Legal Adviser are of the opinion that the
Processing Factory and Yi Gao Tech have no material non-compliance with {3 A & FLH1
B 258 & [A]7%) (Labour Contract Law of the PRC¥*).
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Social Insurances and Housing Provident Fund

According to {ft&rfRFR e EHCE 1T %) (the Interim Regulation on the Collection
and Payment of Social Security Insurance Premiums*) promulgated and implemented on 22
January 1999 by the State Council and other relevant regulations, employing entities shall
participate in social insurance schemes and shall make contribution to social insurance for
its employees. In case an enterprise failed to make full contributions of pension insurance
and unemployment insurance and basic medical insurance for its employees, the relevant
PRC authorities may order the enterprise to pay such outstanding within a prescribed time
limit and might subject to an additional late payment fine of 0.2% per day computed from
the date when the amount becomes overdue will be imposed.

Pursuant to {FH#E A RILAE AL € KE) (the Social Insurance Law of the PRC¥*)
promulgated by the Standing Committee on 28 October 2010 which became effective on 1
July 2011, the PRC government established social insurance systems such as basic pension
insurance, basic medical insurance, work-related injury insurance, unemployment insurance
and birth insurance (the “Social Insurances”) so as to protect the right of citizens in
receiving material assistance from the State and the society in accordance with the law when
getting old, sick, injured at work, unemployed and giving birth. Employers are required to
contribute, on behalf of their employees, to the Social Insurances. If an employing entity
does not pay the full amount of the Social Insurance premiums as scheduled, the relevant
PRC authorities may order it to pay the outstanding contribution together with an
additional payment at the daily rate of 0.05% of such outstanding contribution within a
prescribed time limit. If the payment is not settled by the prescribed time limit, such
employing entity will be subject to a penalty starting from one time and up to three times of
the total outstanding contribution of the Social Insurances.

Pursuant to {fEFEAREEE M) (the Regulations on Management of Housing
Provident Funds*) promulgated by the State Council on 3 April 1999 which became
effective on 3 April 1999 and as amended on 24 March 2002, the PRC companies shall go
through housing provident funds registration with the local housing fund administration
center and open housing fund accounts for its employees in the bank. Failure to
abovementioned registration and accounts opening, a company may be subject to order
to handling within a prescribed time limit. If the company fails to handle within prescribed
time limit, it shall be imposed the penalty ranging from RMB10,000 to RMB50,000. Where
a company fails to pay up housing provident funds within a prescribed time limit, the
housing fund administration center shall order it to make payment in certain period of time,
if the company still fails to do so, the housing provident fund management center may apply
to the court for enforcement of the unpaid amount.

Pursuant to I AR E Y17 HE) (Provisional Measures for Management
of Shenzhen Housing Provident Fund*) (“Shenzhen Housing Fund Measures”) promulgated
on 24 November 2010 and came into force on 20 December 2010 and <Y ARE B4
FEMEITHIE) (Provisional Measures for Payment Management of Shenzhen Housing
Provident Fund*) promulgated on 16 December 2010, business units which were established
before the Shenzhen Housing Fund Measures became effective shall register with I i {+
5 A& 4 & BP0 (Shenzhen Housing Fund Management Centre*) within six months from
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the date of the Shenzhen Housing Measures became effective, which is before 30 June 2011.
Failed to finish the registration within the aforesaid limited period, or has not register the
housing fund deposit, a prescribed time limit will be ordered by Shenzhen Housing Fund
Management Center.

Production Safety Law

According to (1 #E AN RILFIE % 24 &%) (PRC Production Safety Law*) effective
on 1 November 2002, enterprises shall be equipped with the conditions for safe production
as provided in the PRC Production Safety Law and other relevant laws, administrative
regulations, national standards and industrial standards. The Group has equipped with
conditions for safe production and offered education and training program to the
employees thereof regarding production safety. During the Track Record Period and up
to the Latest Practicable Date, the PRC Legal Adviser are of the opinion that the
production facilities of the Processing Factory and Yi Gao Tech have no material non-
compliance with (H# A RILFE %24 E %) (PRC Production Safety Law*).

ENVIRONMENTAL PROTECTION
Environmental protection regulations

Pursuant to Article 7 of (EsIHHEREREEMEH) (Regulations on the
Administration of Construction Project Environmental Protection®) promulgated by the
State Council of the PRC on 29 November 1988, the PRC government conduct unified
supervision and management of the environmental protection of construction projects with
reference to the extent of environmental impact caused by such construction projects
according to the following provisions: (i) for those construction projects that may cause
major impact on the environment, a report on environmental impact should be compiled
giving comprehensive and detailed evaluation of the pollution generated and environmental
impact caused by the construction project; (ii) for those construction projects that may
cause slight impact on the environment, a statement on environmental impact should be
compiled giving analysis or special-purpose evaluation of the pollution generated and
environmental impact caused by the construction project; and (iii) for a construction
project that has slight impact on the environment and necessitates no environmental impact
evaluation, a registration form should be filled out and submitted.

During the Track Record Period, the PRC Legal Adviser are of the opinion that the
Processing Factory complied with all relevant PRC environmental requirements for its
increase in production capacity and relocation in the past according to the approvals issued
by YT E L WIREHR#)S (Shenzhen Municipal Environmental Protection Bureau of
Baoan District*) on 22 September 2003 and 28 December 2006 respectively.

The PRC Legal Adviser are also of the opinion that Yi Gao Tech has obtained all the
necessary approvals in respect of the PRC environmental protection which are required for
its business operation based on the approval issued by Shenzhen Municipal Environmental
Protection Bureau of Baoan District on 6 May 2011.
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A letter has been issued by YT ANJE¥3REEZ B (Shenzhen Municipal Residential
Environment Committee*) on 28 May 2013, which confirmed that, during the period from
26 May 2011 to 31 March 2013 Yi Gao Tech had not violated any laws of the environment
protection.

During the years ended 31 March 2011, 2012 and 2013, the annual costs of compliance
with applicable environmental rules and regulations of the Company were approximately
HK$0.01 million for the three years. The cost of compliance was mainly for the waste
treatment charges. The expected annual cost of compliance for the coming financial year
will be approximately HK$0.01 million. The increase in the annual cost of compliance is
due to the capital expenditure for the environmental protection regarding the treatment of
plastic waste.

THE EU REGULATIONS
The EU anti-dumping regulations

The EU anti-dumping rules are set out in Regulation 1225/2009 on protection against
dumped imports from countries not members of the European Community and Regulation
597/2009 on protection against subsidised imports from countries not members of the
European Community. The said regulations apply when a company exports products to the
EU at prices lower than the normal value of the product on the domestic market. The
European Commission can impose duties if products are dumped in the EU, the dumping
results in a material injury to the EU industry and the EU interests are served by the
imposition of dumping measures. As at 26 September 2013, to the best knowledge of the
Directors having made reasonable enquiries and based on the search conducted by the EU
Legal Adviser in the European Commission’s trade defence investigations database, there
are no ongoing or closed investigations by the European Commission into products similar
to those produced by the Group. The EU Legal Adviser have confirmed in the legal opinion
dated 26 September 2013 that, during the Track Record Period and up to 26 September
2013, they are unaware of any non-compliance with the EU anti-dumping regulations by the
Group.

The EU product safety regulations

Directive 85/374/EEC as amended by 99/34/EC (“Directive”) sets out principles that,
when implemented by EU member States, apply to producers which include the
manufacturer of a finished product or a component part, as well as the person that
imports a product into the EU. The Group is therefore subject to the Directive. The
Directive establishes a general principle that producers should be liable for damage caused
by a product if it does not provide the safety which a person is entitled to expect. Therefore,
the Group may be held liable for damage caused by its defective products to their end-users
in the EU. During the Track Record Period and up to 26 September 2013, to the best
knowledge of the Directors having made reasonable enquiries, no legal claim has been made
against the Group arising from products defects. The EU Legal Adviser have confirmed in
the legal opinion dated 26 September 2013 that, during the Track Record Period and up to
26 September 2013, they are unaware of any non-compliance with the EU product safety
regulations by the Group.
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REGULATIONS OF THE UNITED STATES
Customs and Tariff

Under the Customs Regulations 19 C.F.R. §141.81, a commercial invoice relating to
the importations shall be provided for the United States Customs to classify and appraise
the merchandise. It is required by the Customs and Border Protection (“CBP”) under the
Customs Regulations 19 C.F.R. §141.86-141.89 that the commercial invoice must:

e identify the port of entry to which the merchandise is destined;
e identify the time, place and names of the buyer and seller;

e provide a detailed description of the merchandise;

e provide the quantities and weights;

e provide the purchase price of each item in the currency of sale;
e  provide the country of origin;

e identify all rebates, drawbacks and bounties, specially itemized, allowed upon the
exportation of the merchandise; and

e provide a description of all goods or services furnished for the production of the
merchandise not included in the invoice price.

Under 19 U.S.C. §1304, every article of foreign origin entering the United States must
be legibly marked with the English name of the country of origin unless an exception from
marking is provided for in the law. The country of origin of an article is the country where
the product is manufactured, produced or grown. Articles that are not marked with the
English name of their country of origin at the time of their importation into the United
States shall be subject to additional duties of ten percent ad valorem unless properly
marked, exported, or destroyed under CBP supervision prior to liquidation of the entry.

As confirmed by the US Legal Adviser, during the Track Record Period and up to the
date of this prospectus, the Group has fully complied with the said regulations.
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Anti-dumping

Goods imported into the United States may be subject to antidumping duties or
countervailing duties. Under the antidumping laws, antidumping duties are assessed against
goods which are sold at less than fair value and which cause injury to a United States
industry. Under the countervailing duty laws, if a foreign government provides subsidies to
a company which exports to the United States and an industry in the United States is
injured, countervailing duties are assessed against such goods upon importation.

During the Track Record Period and up to the date of this prospectus, to the best
knowledge of the Directors having made reasonable enquiries and based on the legal
opinion of the US Legal Adviser, no antidumping duties or countervailing duties have been
assessed against products manufactured by the Group.

Product safety

A foreign manufacturer could be sued for personal injuries caused by their defective
products under the so-called “long-arm statute” of the state in which the goods were
purchased provided that the foreign manufacturer must specifically target sales to that
state. Therefore, the Group may be held liable for damage caused by its defective products
to their end-users in the United States.

The US Legal Adviser are of the view that during the Track Record Period and up to
the date of this prospectus, there are no products liability proceedings against the Group
with respect to the products it exports to the United States and no such proceedings which
are pending or known to be contemplated.

To ensure the on-going compliance with the EU and U.S. laws and regulations, and
avoid any claim for product liability or any anti-dumping duty being assessed against the
Group’s products, the Group needs to closely monitor and supervise the performance of (i)
its production department and quality control department to ensure the quality of the
products manufactured by the Group and the products being marked with the English name
of the country of origin if so required, and (ii) sales and marketing department to ensure the
price of the Group’s products is in line with the price of similar products in the EU and the
U.S. market and the invoice of the Group includes all necessary details as required under
the U.S. regulations. The Group has informed its staff of the said laws and regulations and
delegated the compliance tasks to the relevant departments. As Mr. Cheng Kwing Sang,
Raymond who is the chief executive officer and marketing director, has maintained regular
contacts with the Group’s overseas customers and had approximately 20 years of experience
in the electronics industry, the Group has delegated Mr. Cheng Kwing Sang the duty of
supervising, monitoring and ensuring compliance by each department of the Group. Mr.
Cheng Kwing Sang, Raymond is entitled to seek professional advice from foreign legal
advisers if he thinks fit and necessary. In the event of any awareness of the non-compliance
of the said laws and regulations, any potential claim for product liability or potential
liability for anti-dumping duty, the responsible department or Mr. Cheng Kwing Sang,
Raymond is required to report to the Board. Then, the Board will try to find a solution to
minimize the consequence of such non-compliance or potential claim or liability, and ensure
that the Group will not violate such laws and regulations any more or be subject to the same
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or similar claims in the future. As such, the Directors and the Sole Sponsor are of the view
that Mr. Cheng Kwing Sang, Raymond is competent and suitable to supervise, monitor and
ensure the compliance with the United States and U.K. laws and regulations and to lower
the chance of being claimed for product liability or any anti-dumping duty being assessed
against the Group’s products.
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CORPORATE DEVELOPMENT

The Group commenced its business in 1989 when Mr. Lo Yan Yee and Madam Cheng
established Echo Co as a partnership in Hong Kong to engage in the provision of EMS. At
the time of formation of Echo Co, Echo Co was owned as to 50% by Mr. Lo Yan Yee and
50% by Madam Cheng.

On 29 November 1991, Echo Co, the Processing Factory and the Processing Party
entered into the Processing Agreement for a term of 3 years commencing from 29 November
1991 to 29 November 1994. Pursuant to the terms of the Processing Agreement, the
Processing Factory agreed, among other things, to recruit workers for manufacturing, to
provide production premises, to provide utilities setup for production, to process the
Group’s products and to be responsible for the management of the factory operations. The
Group agreed, among other things, to provide machineries and equipments to the
Processing Factory for the manufacturing of the Group’s electronic products, including
all necessary production materials, accessories and packaging materials. The Processing
Factory was originally located at Guanlan Da Bu Xiang Village, occupying a gross floor
area of approximately 800 sq.m. which was provided by Shenzhen City Bao Guan Cheng at
a monthly rental fee of HK$7,200 per month.

On 30 November 1991, B ZHE TR ATEE M) (Administration for Industry and
Commerce of Baoan County*) issued an approval to the Processing Factory which stated
the approved scope of operation was in the form of contract processing of electronic
products, plastic, hardware (including: electronic buzzer, magnetic switches, electrical
system box, buzzer-circuit boards combos, switches and alarms).

In 1993, the Group acquired a chips mounter at a consideration of approximately
HKZ$0.66 million to enhance its productivity.

On 14 October 1994, Echo Co, the Processing Factory and the Processing Party
entered into the first extension agreement to the Processing Agreement pursuant to which
the parties agreed to extend a term of five years expiring on 29 November 1999. The
monthly rental fee of the Processing Factory was increased to HK$9,600 per month which
was calculated by multiplying the monthly unit rental rate of HK$12 per sq.m. with the
total gross floor area of 8§00 sq.m. of the production premises.

In 1997, the Group commenced to provide beauty related electronic products, such as
hair remover and massage toner, to one of its major customers located in the U.K.

In 1999, the Group commenced to provide fishing indicators to one of its major
customers located in the U.K. The Group also commenced to provide security alarms to one
of its major customers located in the U.S. during the same year.

On 18 January 1999, the Processing Party, the Processing Factory and Echo Co entered
into a supplemental agreement to the Processing Agreement pursuant to which the parties
agreed to increase the production capacity of the Processing Factory and add two new
scopes of productions, which were lighting devices and assembling services, to its existing
scope of productions. The proposed increase on the production capacity of the Processing
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Factory was approved by WY& L@ FEEE)S (Shenzhen Municipal Economic
Development Bureau of Baoan District*) on the same day. The Processing Factory then
submitted an application to WWYITHEZE LR TEE )R (Shenzhen Municipal
Administration for Industry and Commerce of Baoan District*) to add lighting devices
and assembling services to the then scope of productions and this application was
subsequently approved on 19 January 1999.

On 16 July 1999, Echo Co, the Processing Factory, the Processing Party and Shenzhen
City Bao Guan Cheng entered into the second extension agreement to the Processing
Agreement pursuant to which the parties agreed to extend a term of ten years expiring on 30
November 2009. Pursuant to the second extension agreement to the Processing Agreement,
the monthly rental fee of the Processing Factory was increased to HK$18,000 since
Shenzhen Bao Guan Cheng has provided a different production premises occupying a total
gross floor area of 1,500 sq.m. with a monthly unit rental rate of HK$12 per sq.m.

In 1999, the Group acquired a high-speed chips mounter at a consideration of
approximately HK$0.55 million and reflow soldering machine from Japan to strengthen its
automated production capability. During the same year, the Group established a product
engineering team and started to provide product design services to its customers.

In 2001, the Group acquired its second high-speed chips mounter at a consideration of
approximately HK$0.76 million from Japan to further enhance its automated production
capability.

On 13 August 2003, Echo Co, the Processing Factory and the Processing Party entered
into a supplemental agreement to the Processing Agreement pursuant to which the parties
agreed to add two new scope of productions, namely the blended and cotton lighting caps,
to its then scope of productions. The proposed two new scopes of productions were
approved by EYITH & % [@ 483 & %) &) (Shenzhen Municipal Economic and Trade Bureau of
Baoan District*) on the same day. The Processing Factory then submitted an application to
G LT BE R E %)% (Shenzhen Municipal Administration for Industry and
Commerce of Baoan District*) to add blended and cotton lighting caps to its then scope of
productions and this application was subsequently approved on 10 October 2003.

On 24 December 2003, Mr. Lo Yan Yee, Madam Cheng and Ms. Cheng established
Echo Electronics as a limited company in Hong Kong and acquired the business of the
Group from Echo Co on 29 June 2005. At the time of incorporation of Echo Electronics,
Echo Electronics was owned as to 30% by Mr. Lo Yan Yee, 60% by Madam Cheng and
10% by Ms. Cheng. The entire shareholdings of both Mr. Lo Yan Yee and Ms. Cheng in
Echo Electronics were held by them respectively as trustees in favour of Madam Cheng
under two declarations of trust both dated 24 December 2003. Messrs. Patrick Mak & Tse,
the Company’s legal advisers as to Hong Kong law are of the opinion that the two
declarations of trust made by Mr. Lo Yan Yee and Ms. Cheng both dated 24 December
2003 are legal and valid.

On 29 June 2005, Echo Co, Echo Electronics, the Processing Factory, the Processing

Party and Shenzhen City Bao Guan Cheng entered into an amendment agreement to the
Processing Agreement. The proposed amendment was the change of foreign party in the
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Processing Agreement from Echo Co to Echo Electronics which would undertake all the
responsibilities of Echo Co as stated in the Processing Agreement. This amendment
agreement was subsequently approved by EIJITHE L [@mE W E 5 /5 (Shenzhen Municipal
Economic and Trade Bureau of Baoan District*) and FEIINTT LPGATECE M5 250 R
(Shenzhen Municipal Administration for Industry and Commerce of Baoan District*) on 4
July 2005 and 30 December 2006 respectively.

The change of the Undertaking Party to the Processing Agreement from Shenzhen City
Bao Guan Cheng to Shenzhen City Da Bu Xiang was approved by I TH & % [@ 4895 & 5) =)
(Shenzhen Municipal Economic and Trade Bureau of Baoan District*) and G TR 1TIEL
B R E %7 )% (Shenzhen Municipal Administration for Industry and Commerce of Baoan
District®*) on 17 June 2005 and 9 August 2005 respectively. Such change was due to the
corporate reorganisation of Shenzhen City Bao Guan Cheng and the change was effective
from 9 August 2005.

In 2005, the Group acquired its third high-speed chips mounter at a consideration of
approximately HK$1.10 million from Japan and another reflow soldering machine from the
United States and once again enhance its degree of production automation.

In order to expand the Group’s production activities and to accommodate the increase
in number of factory workers, the Group had shifted its production operations from
Guanlan Da Bu Xiang Village to Dahe Industrial Zone, Guanlan in December 2006. The
Processing Factory has been renamed from B % [ B K A7 4 %% & 51 M (Baoan District
Guanlan Da Bu Xiang Yi Gao Manufacturing Factory*) to {YIITH B %[5 80 5% = 5 5 ik
(Shenzhen City Baoan District Guanlan Yi Gao Manufacturing Factory*) as the Processing
Factory was no longer located in Guanlan Da Bu Xiang.

On 5 December 2006, Echo Electronics, the Processing Factory, the Processing Party,
Shenzhen City Da Bu Xiang and Shenzhen City Da He Min entered into an amendment
agreement pursuant to which the parties agreed to amend as follows: (i) the Undertaking
Party was changed from Shenzhen City Da Bu Xiang to Shenzhen City Da He Min due to
the relocation of the Processing Factory; (ii) the Processing Factory was renamed from & %
L 45 0 KA A 5= B M (Baoan District Guanlan Da Bu Xiang Yi Gao Manufacturing
Factory*) to YT & % w810 %% = % f Bk (Shenzhen City Baoan District Guanlan Yi Gao
Manufacturing Factory*); and (iii) the Processing Factory was relocated from Guanlan Da
Bu Xiang Village to Dahe Industrial Zone, Huanguan South Road, Guanlan Town, Baoan
District, Shenzhen, Guangdong Province, the PRC with a total gross floor area of
approximately 11,630 sq.m. which comprises a 5-storey factory with a gross floor area of
approximately 8,655 sq.m., a 6-storey staff dormitory with a gross floor area of
approximately 2,845 sq.m., a gatekeeper room and an electricity distribution room
having an aggregate gross floor area of approximately 130 sq.m. Such premises of the
Processing Factory was leased from Ms. Feng Shao Fang and Ms. Zhang Feng Ying, both
are Independent Third Parties and local PRC residents, pursuant to a lease agreement dated
6 November 2006 at a monthly unit rental rate of RMB12.10 per sq.m.
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This amendment agreement was subsequently approved by EYITH & % [@ 4837 HE 5 5
(Shenzhen Municipal Economic and Trade Bureau of Baoan District*) and ZEIIITT T PG4TI
)5 E %7 )% (Shenzhen Municipal Administration for Industry and Commerce of Baoan
District®*) on 8 December 2006 and 30 December 2006 respectively.

In 2008, the Group acquired its fourth high-speed chips mounter at a consideration of
approximately HK$1.95 million from Japan and its first high precision screen printer to
ultimately enhance its degree of production automation.

On 21 October 2008, Echo Electronics, the Processing Factory, the Processing Party
and Shenzhen City Da He Min entered into the third extension agreement to the Processing
Agreement pursuant to which the parties agreed to extend a term of five years expiring on
30 November 2014. Pursuant to the terms of the third extension agreement to the Processing
Agreement, all the parties thereto agreed to maintain the terms principally the same as those
set out in the second extension agreement to the Processing Agreement dated 16 July 1999.

As advised by the PRC Legal Adviser, the Processing Factory has obtained all the
necessary approvals and registrations for all the previous changes and amendments in the
past, which were considered as legal and valid.

In March 2011, the General Office of the People’s Government of Shenzhen
Municipality promulgated the policy on the promotion of the transformation of contract
processing enterprises in Shenzhen into foreign owned enterprises at the original place
without disruption to the production activities. Under the said policy, Echo Electronics
submitted the application for the establishment of wholly foreign-owned enterprise, namely
Yi Gao Tech and the registration form for the transformation of the Processing Factory
into Yi Gao Tech at its original place without disruption on 5 May 2011. On 13 May 2011,
the application was approved by I i B % & £ {2 #£ )5 (Shenzhen Municipal Economic
Bureau of Baoan District*). On 18 May 2011, the People’s Government of Shenzhen
Municipality issued the Certificate of Approval for Establishment of Enterprises with
investment of Taiwan, Hong Kong, Macau and Overseas Chinese in the PRC 3 A LA
B ARG E S EMEEE to Yi Gao Tech. On 26 May 2011, EIITH 5 B & 15
(Market Supervision Administration of Shenzhen Municipality*) issued Yi Gao Tech’s
Business License for {275 N2 IR (Enterprise’s Legal Person*). Pursuant to the said
business license, Yi Gao Tech has a term of business for 30 years commencing from 26 May
2011 and expiring on 26 May 2041 and its scope of business is confined to the production
and sale of electronic, plastic and hardware products, and the import and the export of
goods and technology (excluding distribution and goods under international monopoly).
Pursuant to the Articles of Association of Yi Gao Tech signed by Echo Electronics on 20
April 2011, the total investment of Yi Gao Tech is HK$5,710,000 and its registered capital
is HK$4,000,000 of which HK$3,000,000 is contributed in cash and HKS$1,000,000 is
contributed in the form of equipments, and the registered capital shall be paid by two
installments of which HK$800,000 and HK$3,200,000 shall be paid within 90 days and 2
years after the issue of its business license respectively. Pursuant to the capital verification
report issued by a PRC accounting firm on 17 August 2011, HK$1,800,000 has been paid up
by Echo Electronics, representing 45% of Yi Gao Tech’s registered capital. On 12
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December 2011, the remaining registered capital of HK$2,200,000 has been paid and it was
verified by a PRC accounting firm pursuant to a capital verification report dated 14
December 2011.

On 20 June 2011, Yi Gao Tech obtained a new Customs registration number and as
advised by the PRC Legal Adviser, the Group should apply for the cancellation of the
Processing Agreement and the de-registration of the Processing Factory with the relevant
PRC authorities as well as to transfer its production equipments and remaining raw
materials within 3 months from the receipt of the new Customs registration number and
within 6 months from the receipt of the business license of Yi Gao Tech. On 22 June 2011,
Yi Gao Tech, Ms. Feng Shao Fang and Ms. Zhang Feng Ying, who are Independent Third
Parties, entered into a lease agreement pursuant to which the premises of the Processing
Factory was leased to Yi Gao Tech for a term of 2 years from 1 July 2011 to 30 June 2013 at
a monthly unit rental rate of RMB13.31 per sq.m. On 30 June 2011, the Processing Factory,
Yi Gao Tech, Ms. Feng Shao Fang and Ms. Zhang Feng Ying entered into a supplemental
agreement to the lease agreement dated 22 June 2011 pursuant to which the parties agreed
the lessee would be changed from the Processing Factory to Yi Gao Tech with effect from 1
July 2011.

Referring to KERIINTHACEHIN T AR 36 J5 A 452 2 i B 550K ) (Registration form for the
transformation of processing factory in Shenzhen*) submitted to VEIJII T E % M 4L L3 5
(Shenzhen Municipal Economic Bureau of Baoan District*) on 13 May 2011, which have
been executed by the relevant parties to the Processing Agreement, it indicated that the
Processing Factory, the Processing Party and the Undertaking Party agreed to the
Transformation. The production equipments of the Processing Factory were transferred to
Yi Gao Tech pursuant to HEH O &Y RBiFE) (Tax exemption certificate on imports &
exports*) issued by I B (Shenzhen Customs*) on 23 June 2011. As advised by the PRC
Legal Adviser, the remaining raw materials of the Processing Factory has been transferred
to Yi Gao Tech pursuant to CHENEY B E) (Import declarations*) submitted by Yi
Gao Tech to FIEAAEBA (Nantou Customs*) on 1 September 2011. On 5 September 2011, the
Group applied for the cancellation of the old Customs contracts with FIZH#E (Nantou
Customs*) and the application was subsequently approved on 13 September 2011. The
transfer process of production equipments and remaining raw materials from the Processing
Factory to Yi Gao Tech would only involve a change of legal title but not in physical
location.

On 28 October 2011, Echo Electronics entered into a termination agreement with the
Processing Party, Shenzhen Da He Min and the Processing Factory pursuant to which the
parties agreed the termination of the Processing Agreement. Such termination was
submitted and approved by EIITIE % RAH(LHR (Shenzhen Municipal Economic
Bureau of Baoan District®*) on 16 November 2011. As advised by the PRC Legal Adviser
and pursuant to the termination agreement, Echo Electronics has settled all the outstanding
liabilities, taxation, labour costs and fees in relation to the Processing Factory and it was
agreed that there would be no penalty, compensation or amounts otherwise payable by
Echo Electronics to the various parties for the termination of the Processing Agreement.
The Group was not subject to further liabilities, taxation, labour costs or fees arising out of
the Processing Factory. As confirmed by the Directors, they were not aware of any claims in
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relation to the termination of the Processing Agreement. After the completion of the
transfer of the production equipments, remaining raw materials and factory workers from
the Processing Factory to Yi Gao Tech, Yi Gao Tech has undertaken all the manufacturing
operations of the Processing Factory.

With reference to the notice issued by EIITE % W KB 5 ERBLE 20 R
(Shenzhen Municipal Office of the State Administration of Taxation, Guanlan Tax
Branch of Baoan District*) dated 16 December 2011, the registration of the cancellation of
the taxation of the Processing Factory has been granted. On 19 January 2012, 3!l T & % [
o BLES R BB BT (Local Taxation of Shenzhen Municipal, Guanlan Tax Office of
Baoan District*) confirmed that all tax issues of the Processing Factory have been handled
and approved the cancellation of taxation registration.

On 11 January 2012, the Processing Factory applied to H8H& B (Nantou Customs*)
for the cancellation of CHEFAMINTA:E /218 B G LM AE) (Customs Registration of
Foreign Processing and Manufacturing Enterprises*) and it was approved by Fj5H %
(Nantou Customs*) on 12 January 2012.

On 8 February 2012, the Processing Factory applied to @I i i 35 B B 45 2 (Market
Supervision Administration of Shenzhen Municipality*) for the cancellation of the
registration of the Processing Factory and it was subsequently approved on 10 February
2012 by the issuance of ({3 L8 AZ) (Cancellation Notice of Enterprises*). The PRC
Legal Adviser confirmed that the business and operation of the Processing Factory legally
ceased on 10 February 2012.

Upon completion of the Transformation, Yi Gao Tech is located at the same place as
the Processing Factory in Dahe Industrial Zone, Huanguan South Road, Guanlan Town,
Baoan District, Shenzhen, Guangdong Province, the PRC which comprises premises of one
S-storey industrial building, a staff dormitory building and other ancillary buildings with a
total gross floor area of approximately 11,630 sq.m. As at the Latest Practicable Date, the
Group has a total of 16 permanent full-time employees based in Hong Kong and has
approximately 253 full-time staff in Shenzhen, the PRC. The Group’s administration,
finance, sales and marketing functions are conducted at its Hong Kong head office. The
Hong Kong head office also serves to keep abreast of the latest market information and
international prevailing trends.

As advised by the PRC Legal Adviser, Yi Gao Tech has obtained all necessary licenses,
certificates, permits and approvals for the setting up of a WFOE, the Processing Factory
completed the transfer of production equipments and remaining raw materials to Yi Gao
Tech and the cancellation of the registration of the Processing Factory has been completed.
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CORPORATE REORGANISATION

Prior to the Reorganisation, the shareholding and corporate structure of the principal
operating company of the Group was as follows:

Madam Cheng Log%n{%ee Che%]%;ée;:k Yu
P2 I3
T Thota) v
60% 30% 10%

Echo Electronics Company Limited
B E T ARAR

(incorporated in Hong Kong)

Note: The entire shareholdings of both Mr. Lo Yan Yee and Ms. Cheng in Echo Electronics were held by
them respectively as trustees in favour of Madam Cheng under two declarations of trust both
dated 24 December 2003. Madam Cheng made such trust arrangement to facilitate the
management of the Group’s business by Mr. Lo Yan Yee and Ms. Cheng, especially in respect
of the Group’ s internal operation as well as external liaison with the Group’s suppliers, customers
and other business partners.

Reorganisation

The Company completed the Reorganisation on 14 March 2013 in preparation for
listing of its Shares on GEM pursuant to which the Company became the ultimate holding
company of the Group. Details of the Reorganisation are set out in the paragraph headed
“Reorganisation” in Appendix VI to this prospectus. The Reorganisation consisted
primarily of the following steps:

e the incorporation of the relevant companies of the Group
e acquisition of Echo Electronics and Gold Treasure BVI

e transformation and upgrade of the Processing Factory into a WFOE
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Incorporation of the relevant companies of the Group

()

(b)

(c)

On 6 December 2010, Gold Treasure BVI was incorporated in the BVI with
limited liability with an authorised share capital of US$50,000 divided into 50,000
shares with par value of US$1.00 each. No share was issued upon incorporation.

On 21 December 2010, the Company was incorporated in the Cayman Islands
with limited liability with an authorised share capital of US$50,000 divided into
50,000 shares with par value of US$1.00. Madam Cheng acquired 10 shares of the
Company on the date of incorporation. On 23 June 2011, the authorized share
capital of the Company was increased by HKS$10,000,000 by the creation of
1,000,000,000 new shares of HK$0.01 each, of which 100,000 new shares of
HKS$0.01 each were allotted and issued fully paid at par value to Madam Cheng
on 24 June 2011. On 24 June 2011, the Company repurchased all the 10 issued
shares of US$1 each at a price of US$10 and cancelled 50,000 shares of USS$1 each
in the authorised share capital of the Company. On 13 January 2012, the
Company changed its name from Gold Treasure Hung Holdings Limited to its
current name.

On 26 May 2011, Echo Electronics established Yi Gao Tech.

Acquisition of Echo Electronics and Gold Treasure BVI

()

(b)

On 27 June 2011, Gold Treasure BVI acquired the entire issued share capital of
Echo Electronics by allotment of 10,000 new shares to Madam Cheng.
Accordingly, Madam Cheng transferred all shares of Echo Electronics under
her name and directed Mr. Lo Yan Yee and Ms. Cheng to transfer all their shares
of Echo Electronics to Gold Treasure BVI.

On 14 March 2013, the Company acquired the entire issued share capital of Gold
Treasure BVI by allotment of 9,900,000 new Shares to Madam Cheng.

Transformation and upgrade of the Processing Factory into a WFOE

The Processing Factory has completed the process of transferring its production
equipments and remaining raw materials to Yi Gao Tech on 23 June 2011 and 13 September
2011 respectively. The Processing Factory had been deregistered on 10 February 2012.
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CHANGES IN THE SHAREHOLDING AND CORPORATE STRUCTURE

On 14 March 2013, the Group completed the Reorganisation in preparation for the
Listing. As a result, the Company became the holding company of the Group. The
following chart sets out the structure of the Group immediately after the Reorganisation:

Note: As at the Latest Practicable Date, Madam Cheng is the registered holder of 10,000,000 Shares
representing the entire issued share capital of the Company.

— 82—



HISTORY AND DEVELOPMENT

The following chart sets out the shareholding structure and the principal operating
subsidiaries of the Group immediately following completion of the Placing:

70% 30%
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OVERVIEW

The Group is an established EMS provider in Hong Kong with its principal business of
providing integrated manufacturing services which include design verification, sourcing and
procurement, manufacturing, assembling, testing and inspection, packaging and after-sales
services to its branded customers. The Group has its own product engineering team which
has been providing design verification and enhanced software support to the Group’s
customers.

The Group’s products mainly include hair remover, starter, control board, charger
board and other miscellaneous electronic products which are PCB assemblies used in beauty
related products, fishing related products, security related products and other electronic
related products. In addition, the Group also provides one-stop complete electronic
products manufacturing and assembly services and such complete products include security
alarm, buzzer, fire alarm, massage toner, fishing indicator, and communicator. Moreover,
the Group derives income from providing subcontracting services on PCB assemblies and
manufacture of complete products on a consignment basis. Under this arrangement, the
Group only provides manufacturing services and exclusive of raw materials and
components used in production. The following table sets out the breakdown of the
Group’s turnover by the two main categories, namely, PCB assemblies and complete
products during the Track Record Period:

For the year ended 31 March

2011 2012 2013
Approximate Approximate Approximate
HKS$000 %  HKS$'000 %  HKS$000 %
PCB assemblies
Hair remover 21,607 26.19 8,129 13.33 11,622 16.21
Starter 4,482 5.43 966 1.58 836 1.17
Control board 5,791 7.02 6,142 10.07 11,781 16.43
Charger board 1,705 2.07 1,185 1.94 2,019 2.82
Others (Note 1) 4,476 5.43 4,595 7.55 4,582 6.40
Sub-total 38,061 46.14 21,017 34.47 30,840 43.03
Complete products
Security alarm 8,970 10.87 4,302 7.05 2,992 4.17
Fishing indicator 10,404 12.61 8,797 14.42 8,880 12.38
Massage toner 6,819 8.27 7,295 11.96 14,653 20.43
Buzzer 5,789 7.02 6,603 10.83 5,215 7.27
Fire alarm 3,292 3.99 3,088 5.06 4,743 6.61
Communicator 3,245 3.93 5,759 9.44 3,135 4.37
Sub-total 38,519 46.69 35,844 58.76 39,618 55.23
Total sales of
electronic products 76,580 92.83 56,861 93.23 70,458 98.26
Subcontracting income (Note 2) 5,918 7.17 4,129 6.77 1,249 1.74
Total revenue 82,498 100.00 60,990 100.00 71,707 100.00
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Note:

1. Other electronic products assembled by the Group during the Track Record Period mainly include
power adaptors, LED assemblies, alarms, receivers, keypads and headphones.

2. Electronic products produced by the Group under subcontracting services mainly include power
supply, nail polisher, panel meter, control board, remote control, electronic lock, motor controller
module and other miscellaneous components.

For the years ended 31 March 2011, 2012 and 2013, the Group produced and
assembled a total number of approximately 4,147,513, 3,798,140 and 3,367,581 PCBs and
complete electronic products respectively and in the volume range of approximately 1 to
50,000 units, 1 to 100,000 units and 1 to 150,000 units respectively. For the years ended 31
March 2011, 2012 and 2013, the Group had orders for manufacturing one unit as trial
product and such aggregate sales were approximately 0.69%, 0.32% and 0.31% of total
sales of the Group respectively. The Group does not normally sell one unit of its products to
its customers and the Group’s customers order one unit of the product normally due to their
urgent needs or treating it as a prototype for their testing.

The Group’s manufacturing operations had been conducted at the Processing Factory
located in Shenzhen, the PRC pursuant to the Processing Agreement entered into between
the Echo Co, the Processing Factory and the Processing Party on 29 November 1991. On 5
May 2011, Echo Electronics, a wholly-owned subsidiary of the Company, made an
application to seek the transformation and upgrade of the Processing Factory into a wholly
foreign-owned enterprise (“WFOE”), namely Yi Gao Tech, without relocating or
suspending production (the “Transformation”). Details of the Transformation is set out
in the sub-section headed “Transformation of the Processing Factory into a WFOE” under
this section. As advised by the PRC Legal Adviser, Yi Gao Tech has been set up in
accordance with the relevant PRC laws and regulations and has obtained all the approvals
from competent authorities as well as has performed all necessary legal procedures which
are legal and valid. The Group completed the transfer of the production equipments, raw
materials and factory workers from the Processing Factory to Yi Gao Tech, which has
undertaken and has been conducting all the production activities of the Group since
September 2011 and the Processing Factory was deregistered in February 2012.

The PCBs and the complete electronic products produced and assembled by the Group
of which their end products are mainly distributed to the retailers in the European
Countries and the United States. Since its establishment, the Group has not developed its
own brand for distribution of its electronic products.
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The principal markets of the Group are the U.S. and the European Countries. For each
of the three years ended 31 March 2011, 2012 and 2013, sales to the U.S. accounted for
approximately 20.85%, 19.28% and 18.84%, respectively, of the Group’s total sales; and
sales to European Countries accounted for approximately 56.45%, 53.46% and 52.50%,
respectively, of the Group’s total sales.

The Group’s principal customers are the well established electronic manufacturers and
distributors with their own products. The business relationships between the Group and its
major customers have been ranged from 1 to 15 years as at the Latest Practicable Date.

The table below sets forth a breakdown of the Group’s gross profit and gross profit
margin for its principal segments and principal products, for the Track Record Period:

For the year ended 31 March

2011 2012 2013
Approximate Approximate Approximate
HKS$°000 % HKS$000 % HKS$000 %
Beauty related products:
Hair remover 6,403 29.63 2,003 25.38 3,942 33.92
Massage toner 2,018 29.59 2,326 31.88 8,248 56.29
Fishing related product:
Fishing indicator 1,736 16.68 2,130 24.21 1,020 11.49
Security related product:
Security alarm 1,935 21.57 1,090 25.34 1,025 34.28
Other electronic products:
Starter 887 19.79 111 11.49 124 14.80
Communicator 1,041 32.08 2,461 42.73 1,528 48.75
Buzzer 2,258 39.01 3,128 47.37 2,544 48.78
Control Board 1,740 30.05 1,847 30.07 3,032 25.73
Charger Board 307 18.01 389 32.82 803 39.76
Fire alarm 928 28.22 1,319 42.70 2,314 48.79
Other 1,254 27.99 1,628 35.46 2,005 43.76
Subcontracting income 1,600 27.04 1,916 46.40 410 32.80
Gross profit & gross profit margin 22,107 26.80 20,408 33.46 26,995 37.65

With more than 20 years of experience in the EMS industry, the Group has received a
number of certifications and recognitions in relation to electronic production from various
organizations. Some of such certifications and recognitions include the ISO 9001: 2008 for
the design and manufacturing of electronic buzzers and the manufacturing of magnetic
switches and PCB assemblies), the EMC Certificate from Intertek Testing Services
(Singapore) Pte Ltd, the Global Manufacturer Certificate. The EMC Certificate was
issued to a type of alarms manufactured by the Group was considered to comply with the
requirements under the EMC standards.
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COMPETITIVE STRENGTHS

Although the competition among the provision of EMS is keen, the Directors attribute
the past success of the Group and potential for future growth to the following principal
factors:

Established relationships with key customers

Over the years of operations, the Group has established long-term business
relationships with its major customers, which are well established -electronic
manufacturers and distributors with their own products. The Group has been providing
EMS to its top five largest customers of the Group. As at the Latest Practicable Date, the
Group’s business relationships with these top five largest customers ranged from 1 to 15
years. Such long term business relationships stem from the recognition of the Group’s
quality products and timely delivery of customers’ orders under tight delivery schedules and
short production lead time. The Directors’ views are based on the customer surveys
conducted by the Group with the existing customers. Such customer surveys are conducted
annually with the major customers of the Group in the scope of quality of the products
manufactured, logistics arrangement, customer service and price. The Directors believe that
such relationships help to retain the loyalty of its customers and reinforce commitment from
its customers to place further orders with the Group.

The following tables summarize the duration of relationship and settlement methods
between the Group and its top five customers during the Track Record Period:

Top five customers of the Group for the year ended 31 March 2013

Top five customers Duration of

in terms of revenue, relationship with the Settlement
in descending order Products purchased Group, not less than method
First Beauty related 15 years T/T
Second Fishing related 14 years T/T

Third Other electronic 1 years T/T
Fourth Other electronic 9 year T/T

Fifth Other electronic 2 years T/T

Top five customers of the Group for the year ended 31 March 2012

Top five customers Duration of

in terms of revenue, relationship with the Settlement
in descending order Products purchased Group, not less than method
First Beauty related 15 years T/T
Second Fishing related 14 years T/T

Third Other electronic 6 years Cheque
Fourth Other electronic 15 years Cheque
Fifth Other electronic 7 years T/T
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Top five customers of the Group for the year ended 31 March 2011

Top five customers Duration of

in terms of revenue, relationship with the Settlement
in descending order Products purchased Group, not less than method
First Beauty related 14 years T/T
Second Fishing related 13 years T/T

Third Security related 13 years T/T
Fourth Other electronic 14 years Cheque
Fifth Other electronic 1 year T/T

Leveraging on the established relationships between the Group and its customers, the
Directors believe that such relationships will enable the Group to obtain stable orders from
its customers and maintain a stable production while facing market instabilities.

High quality and reliability

The Group strives to provide quality and reliable products to its customers. A quality
control system had been implemented to monitor the entire production of the products to
ensure that the Group’s products are manufactured with quality and reliable standard.
Quality control measures are carried out at each stage of the manufacturing process starting
from incoming production materials, production to final inspection by quality control staff
of the Group’s manufacturing operation. The quality control division of the Group’s
manufacturing operation is required to prepare reports on any substantial defects found on
the production materials, semi-finished products and finished products, which will then
analyse and discuss with the Group’s corresponding department on how to avoid such
defects from happening in the future. Based on the positive feedback from the Group’s key
customers after their regular factory visits, the Directors believe that the comprehensive
quality control procedures and the standards established at each stage of manufacturing
process starting from incoming production materials are critical success factors of the
Group and constitute a competitive edge over other consumer electronic products
manufacturers. Such edges enable the Group to meet the quality requirements as
required by its customers.

No substantive product return and major customer complaints were recorded during
the Track Record Period. The Directors believe that the Group’s adherence to quality and
reliability helps fortifying the trust among its customers and luring new customers which
subsequently to secure more orders with the Group.

Emphasis on and adherence to international standards

Some of the Group’s customers not only demand for quality products from the Group
but also require the Group to meet certain standards in respect of the Group’s operational
effectiveness, environmental control and social accountability. The Group’s wholly-owned
subsidiary, Echo Electronics and the Processing Factory are both certified to the ISO
9001:2008 for the design and manufacturing of electronic buzzers and the manufacturing of
magnetic switches and PCB assemblies.
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The Company obtained a renewed EMC Certificate from Intertek Testing Services
(Singapore) Pte Ltd on 14 April 2011. This certificate was issued to a type of alarms
manufactured by the Company that was considered to comply with the requirements under
the IEC standards namely, IEC 61000-6-1:2005 and IEC 61000-6-3:2006. EMC stands for
electromagnetic compatibility and is defined as the ability of an equipment to function
satisfactorily in its electromagnetic environment without introducing intolerable
disturbances to anything in that environment. IEC 61000-6-1:2005 is the standard
concerned with the EMC immunity requirements which are to ensure an adequate level
of immunity for the electronic apparatus. IEC 61000-6-3:2006 is the standard concerned
with the EMC emission requirements which are to ensure that disturbances generated by the
electronic apparatus do not exceed a level which could prevent other apparatus from
operating as intended.

As recognition of the Group’s quality production, the Group has been also awarded
with Global Manufacture Certificate. Global Manufacturer Certificate (“GMC”) is a
standard distinguishing quality for Chinese manufacturers which complies with the 8 GMC
standards which include genuine manufacturer, high quality products, dedicated export
team, considerable company size, research and development capability, social
environmental responsibility, trust worthiness and reputation, as well as OEM/ODM
experience. None of the mentioned international standards obtained by the Group is
requested by the Group’s customers in order for the Group to qualify as the manufacturer
for them.

All of the products manufactured or processed by the Group comply with the RoHS.
RoHS is an EU Directive which restricts the use of six hazardous materials, including lead,
mercury, cadmium, hexavalent chromium, polybrominated biphenyls and polybrominated
diphenyl ether, in the manufacture of various types of electronic and electrical equipments.

These accreditations demonstrate the overall quality of the products and the
management of the Group. The Group is capable of fulfilling the specific requirements of
and offering quality assurance to its customers.

Research and development capability

The Group started its business as the manufacturer of OEM products for its customers
since 1989. Over the years, the Group has accumulated certain level of technologies and
experience on manufacturing and assembling consumer electronic products in accordance
with the specifications given by its OEM customers. Leveraging on the experience and
knowledge derived from manufacturing and assembling OEM products, the Group
developed an engineering team focusing on the research and development of softwares,
and provide design enhancement and verification to its customers. As at the Latest
Practicable Date, the engineering team consists of 6 staff including electrical, mechanical
and software engineers. The engineering team has the capabilities to verify and develop the
conceptual designs from the customers and turn such design concepts into deliverable
products by improving the product designs, recommending the proper and suitable raw
materials for production and testing of the trial products. The engineering team of the
Group also aims to provide solutions to improve manufacturing efficiency on the existing
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products of its customers and reduce the cost of production. The engineering team of the
Group co-designs the consumer electronic products with the Group’s customers by
providing design and engineering support based on the customers’ needs and requirements.
As a member of IPC — Association Connecting Electronics Industries, the Group has
access to the market research studies, business reports and executive conference
proceedings, as well as archive of past studies and reports. During the Track Record
Period, the Group participates in exhibitions and international trade fairs in relation to
consumer electronic products, such as China Hi-Tech Fair, China Consumer Electronics
Fair (Shenzhen) and China Electronics Fair. All of the abovementioned keep the Group’s
management abreast of the latest industry trends and the technical developments in the
consumer electronic products. The Directors believe that the Group’s involvement in the
product development stage strengthens the Group’s relationship with the customers and
ensures that the quality of the Group’s products meets the customers’ specifications.

Steady relationships with suppliers

Over the years of operations, the Group has established solid working relationships
with its suppliers, which meet the standards required by the Group, particularly with the
suppliers of Hong Kong. The Directors believe that in order to ensure the quality of its
electronic products, the production materials used in the production process have to be
supplied with consistency and of satisfactory standard. During the Track Record Period,
the Group purchased its production materials from approximately 200 suppliers in Hong
Kong and the PRC. As at the Latest Practicable Date, the Group’s business relationships
with its top five suppliers range from approximately 2 to 13 years.

Experienced management team

The growth and success of the Group’s business are attributable to its experienced and
dedicated management team with extensive knowledge in the EMS industry. The
management team led by the founders, namely Mr. Lo Yan Yee and Madam Cheng, has
over 24 years of operating experience with respect to the business in the EMS industry. Mr.
Lo Yan Yee, one of the founders of the Group and chairman of the Board, has more than
35 years of experience in the electronics industry, having extensive experience and
knowledge in business operations and management. Madam Cheng, one of the founders
of the Group, chief operation officer and executive Director, has more than 34 years
experience in the electronics industry, having extensive experience in the business
development and pricing management. Mr. Cheng Kwing Sang, Raymond, executive
director, chief executive officer and marketing director, who has been working with the
Group for approximately 20 years, possesses extensive experience in marketing and business
promotion. Ms. Li Fung Shan, chief financial officer and company secretary, is a practicing
member of the Hong Kong Institute of Certified Public Accountants and has worked in
various international accounting firms specializing in auditing and accounting. The
Directors believe that the highly experienced management team enables the Group to
capture market opportunities and to formulate and execute sound business strategies, as
well as react to changes in market conditions in a timely manner. In order to ensure a
smooth operation after the Transformation, the senior management team remains stable
without any change after the completion of the Transformation.
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BUSINESS MODEL

The Group’s principal business is providing one-stop electronic manufacturing services
to its customers.

The Group mainly provides PCB assembly and complete product assembly services for
its key customers which are well established electronic manufacturers and distributors with
their own products. PCB assembly is the process of assembling electronic components onto
a PCB. Complete product assembly involves the assembly of assembled PCB with the plastic
parts, the metal parts and packaging materials into the final completed products.

The Group’s PCB assemblies are hair remover, starter, control board, charger board
and other miscellaneous electronic products whereas the complete products manufactured
and assembled by the Group are massage toner, fishing indicator, security alarm, fire alarm,
communicator and buzzer.

A traditional OEM provider manufactures products or components that are purchased
by the customer and retailed under the customer’s brand name. The products manufactured
by an OEM are so made according to the specifications and designs provided by the
customer. The OEM business does not involve the design process, the sourcing and
procurement process as the designs, specifications and raw materials are usually provided

by their customers.

The following table sets out the general difference between OEM provider and EMS
provider in terms of services provided:

Product and design e
development

Raw materials °
procurement

OEM provider

usually according to the
specifications and designs
provided by the customers
and no design enhancement
will be provided to the
customer

parts and components
supplied by the customers
or sourced from suppliers
designated by the
customers
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EMS provider

conducts feasibility studies
on customers’ product
prototypes to help them
develop more efficient
designs

design or co-design the
electronic products with the
brand owners

responsible for sourcing all
the parts and components
required for production

some EMS providers
recommend suitable raw
materials and electronic
components to the brand
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Manufacturing
and assembling

Quality control
and test
development

Supply chain
management

After sales services

OEM provider

provide PCB assemblies
and complete product
manufacturing and
assembly services usually to
high-volume customers

quality control procedures
on semi-finished products
and end products

not provided

not provided

EMS provider

provide PCB assemblies
and complete product
manufacturing and
assembly services to both
low and high-volume
customers

quality control procedures
on the selection and testing
of raw materials, semi-
finished products and end
products

some EMS providers offer
additional transportation
and logistics services

some EMS providers offer
warranty services and
product support services to
the end customers

The Directors believe that the Group distinguishes itself from traditional OEM
providers by providing value-added services to its customers. In addition to the Group’s
PCB assembly and complete product assembly services, the Group also provides design
verification and enhancement services in terms of mechanical, electrical and software for
the process of product development; procurement services by recommending and sourcing
suitable electronic components and raw materials for the production; and providing quality
control services during the production process.
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As a provider of EMS, the Group works with its customers throughout their product
development and manufacturing processes in order to enhance these processes as well as the
reliability of their products. In this respect, the Group provides the following value-added
services:

e Design enhancement and verification — The Group’s engineering department
conducts feasibility studies on customers’ product prototypes to help them
develop more efficient designs. The Group also recommends suitable raw
materials and electronic components for their products.

e Raw materials procurement — The Group have established procurement and
material control teams in Hong Kong to assist its customers to source for reliable
suppliers that offer competitive prices. The procurement and material control
department also continuously negotiates for better pricing and seeks alternative
sources of supplies to achieve additional cost savings for the Group and its
customers.

e  Quality control — The Group imposes quality control procedures on the selection
and testing of raw materials, semi-finished products and the end products
throughout the production process to ensure the quality of the Group’s products.

The table below sets forth the revenue generated by the EMS business classified into
two categories, namely the sales of electronic products and the subcontracting income, in
absolute amounts and as a percentage of the Group’s total revenue during the Track Record
Period:

Year ended 31 March

2011 2012 2013
Approximate Approximate Approximate
HKS$000 %  HKS$'000 %  HKS$'000 %
Sales of electronic products 76,580 92.83 56,861 93.23 70,458 98.26
Subcontracting income 5,918 7.17 4,129 6.77 1,249 1.74
Total 82,498 100.00 60,990 100.00 71,707 100.00

Sales of electronic products comprise sales of PCB assemblies and complete product
assemblies on a turnkey basis. As a provider of turnkey services, the Group is responsible
for sourcing all required components for the product as well as the subsequent
manufacturing processes. Subcontracting income comprises providing services of PCB
assemblies and complete product assemblies on a consignment basis. Under the
subcontracting arrangement, the Group provides manufacturing services by using raw
materials and components that are supplied by the customers.
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The key steps involved in the EMS business flow of the Group are as follows:

Customer places order with the Group
and the customer will also provide the
design files of the products to be
produced which include the

mechanical design, conceptual electrical
design and software design j

I
\
The engineering department
evaluates and verifies the designs
provided by the customers and
provides enhancements in software,
hardware and mechanical design

|

K The procurement and material control \
department ensures cost effectiveness for
the sourcing and procurement of raw

-

\_ /

materials and components from suppliers
for the production and also to safeguard
the raw materials provided by the

\customer
I
\

The production department is
responsible for the manufacturing and
assembling of the PCBs and

A4

For complete product assembly,
the purchasing department is also
responsible for sourcing the
production of plastic parts and
packaging of the products

!

complete products at the
Group’s manufacturing plant

l

The quality control department
inspects and tests the finished
products produced by the production
department and then passes to

the logistics department to

arrange delivery

~

N
-~

/
~

The logistics department ensures the
timely delivery and distribution of the
products which are tailored to meet
different needs of the customers

/
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The quality control department
inspects the plastic parts and the
packaging from the respective
suppliers and passed them

to the production department for
products assembly
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PRODUCTS

For the Group’s EMS service, it provides PCB assembly and complete product
assembly services to OEMs of various consumer electronic products. PCB assembly is the
process of assembling electronic components onto a PCB. Complete product assembly
involves the assembly of assembled PCB with the product parts into the final complete
products. The Group’s assembled products can be broadly classified into four principal
segments, namely beauty related products, fishing related product, security related product
and other electronic products.

Beauty related products
Hair remover

The Group assembles two PCBs for the main and handle unit of the hair remover. The
functions of these two PCB assemblies are (i) to control the laser diode for removing
specific amount of hairs; and (ii) to control the LEDs and buzzer for indication of its
operating status.

Massage toner

The Group assembles the complete unit for the massage toner, which includes
assembling the PCB and procuring the plastic casing. The PCB assembly controls the
functions of electric current and flash for exercising and toning muscles.
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Fishing related product
Fishing indicator

The Group assembles the complete unit for the fishing indicator, which includes
assembling the PCB and procuring the plastic casing. The functions of the PCB assembly
are (i) to control the transducers to transform slight movement into electronic signal for
alerting the users; (ii) to control the speakers, vibrating units and LED for indication; and
(ii1) to control the communication between the fishing indicator and specific receivers via
RF wireless communication. Fishing indicator is an electronic device which indicates to a
fisherman, who uses the fishing technique of angling, that a fish might be hooked at end of
the fishing line.

Security related product
Security Alarm

The Group assembles the complete unit for the security alarm, which includes
assembling the PCB and procuring the plastic casing. The functions of the PCB assembly
are (1) to control the brightness of the LED and loudness of the speakers for alerting; and
(i1) to detect the status of micro switch attached on the secured products.
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Other electronic products
Starter

The Group assembles the PCB for the starter which is used for inductive ignition. The
functions of the starter are (i) to control the ignition coil to step the voltage up to the needs
of ignition; (i) to control the route of pulse precisely; and (iii) to control current limit and
clamp voltage. The Group’s starter is part of the ignition starter switch, which is responsible
for making the electrical connection between the battery and the starter solenoid when
turning the ignition key on the vehicle.

Communicator

The Group assembles the complete unit for the communicator, which mainly includes
assembling the PCB and procuring the plastic and metal casing. The function of the PCB
assembly is to deliver user command and signal with corded/cordless devices. The
communicator is part of the units of the radio paging systems and wireless messaging
systems, which delivers messages or signals to the connected pagers. The radio paging
systems and wireless messaging systems are widely used for hospitals, hotels, restaurants,
casinos and emergency services.

TR T

M nimeaim
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Buzzer

The Group assembles the complete unit for the buzzer, which mainly includes
assembling the PCB and procuring the plastic casing. The function of the PCB assembly is
to control the electromechanical movement on the piezo element which in turn to generate
sound.

Control Board

The Group assembles the PCB with electronic components for the control board. The
function of the control board assembly is to control the external device operation which is
indicated by the LED.
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Charger Board

The Group assembles the PCB with electronic components for the charger board. The
function of the charger board is to convert direct current (“DC”) voltage to reach a certain
level of voltage for charging purpose.

Fire Alarm

The Group assembles the complete unit for the fire alarm, which involves assembling
the PCB and procuring the plastic casing. The function of the PCB assembly is to convert
electronic signal to sound signal by a buzzer.
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PRICING POLICY

All sales are conducted on the basis of confirmed sales orders, the prices for which are
negotiated on a case-by-case basis with each customer. The Group adopts a cost-plus
pricing model for all customers and products categories. The selling price for each order is
calculated in the formula of (estimated raw material costs + estimated labour costs +
estimated factory overhead) x (1 +mark-up percentage).

The following table sets out the range of the mark-up percentage charged on the
Group’s products during the Track Record Period:

For the year ended 31 March

2011 2012 2013
Range of Range of Range of
mark-up mark-up mark-up
percentage  percentage percentage
(%) (%) (%)
Beauty related products:
Hair remover 7-97 4-60 4-86
Massage toner 5-245 2-265 4-283
Fishing related product:
Fishing indicator 4-114 4-102 6—139
Security related product:
Security alarm 9-55 9-67 8-99
Other electronic products:
Starter 2-118 4-77 17-136
Communicator 10-138 10-149 25-176
Buzzer 11-199 6-237 5-380
Control board 11-90 11-98 8-170
Charger board 11-66 13-72 36-97
Fire alarm 20-98 14-85 48-89
Others 2-173 10-236 3-258

*  High mark-up range due to product development fee embedded in the sales price.
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As confirmed by the Directors, the mark-up percentage is determined on a case-by-case
basis and there is no uniform pricing policy for different customer categories and product
categories. The mark-up percentages of products, even belonging to the same product
category, usually vary largely with the style, model and specification of the products. The
Group operates its business as an EMS provider and participates in the product and design
development. The more the complexity of a product, the higher the mark-up margin the
Group charges its customers, due to (i) the increased complexity of the processing involved;
and (ii) part of the product development fee embedded in the sales price for those features.
Therefore, the changes in the range of the mark-up percentage of each product category
during the Track Record Period are usually a result of the change in the sales mix within
that product category. For instance, among the major products of the Group, the Group
did not sell the models of hair removers and fishing indictors having highest complexity for
the year ended 31 March 2012, thus the upper ends of the range of mark-up percentage of
these two product categories lowered as compared to the year ended 31 March 2011. In
contrast, among the major products of the Group, the Group sold the models of massage
toners with higher complexity for the year ended 31 March 2012, the upper end of the range
of mark-up percentage of massage toner hence increased as compared to the year ended 31
March 2011. Moreover, the adjustments on selling prices also have an impact on the mark-
up percentages. For example, the Group has not increased the selling prices of buzzers and
control boards for a long time until the year ended 31 March 2011. After negotiations with
its customers during the year ended 31 March 2012, the Group adjusted the selling prices of
these two products upwards and this led to higher upper ends in their range of mark-up
percentages.

For the year ended 31 March 2013, among the major products of the Group, the Group
acquired a new customer for demand of control board and was able to charge a higher
selling price which leads to a higher mark-up percentage. Also, the Group sold the models
of buzze