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BACKGRO

INTRODUCTION

Hong Kong R&D Centre for Logistics and Supply Chain Management Enabling Technologies
(LSCM R&D Centre) is established with funding support from the Innovation and Technology
Commission of the HKSAR Government and is commissioned to provide a one-stop shop for
technology transfer and commercialization through the following roles:

® Conduct industry-oriented research

® Provide technology and market intelligence

® Provide a platform for exchange of intellectual property/technology

® Promote technology development, transfer and knowledge dissemination

® Facilitate intellectual property commercialization

Since inception, the LSCM R&D Centre was given the mission to foster the development of core
competencies in applied R&D in logistics and supply chain related technologies and facilitate
adoption of these technologies by industries in Hong Kong and mainland China. Our long-term
goal is to strengthen Hong Kong’s economic competitiveness and maintain its position as a

world-class leading logistics hub in the PRD region.

This Project, titled “A Market Intelligence Study on Enabling Technologies for Industries
related to Logistics & Supply Chain Management” is to empower the logistics and supply
chain community in Hong Kong and PRD region with market and technology intelligence
for industry users to locate and adopt new technologies, for technology vendors to identify
market needs so as to develop relevant applications and for R&D parties to gain inspiration

from global technology landscape and to identify prevailing technology gaps for further R&D.

This Publication, namely “LSCM Market Intelligence Report (Issue 5) — June 2009” is to share
findings from on-site company visit exercise focusing on freight forwarding industry. In
addition to technology and market challenges based on interviews with those in this field, we
also cover the latest follow up to China’s RFID industry development in this issue. To download

all past reports and learn more about this project, visit www.lscm.hk/mi.
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PROJECT TEAM

It has been our mission to provide market intelligence and we place emphasis on enabling
technologies which are essential for us to carry on our commitment and dedication to
technology development. To support the study, the Project Team has pulled in expertise from
the LSCM R&D Centre as well as professionals from the industry in Hong Kong and mainland
China to take a combination of approaches to gather industry problems, technology needs
and technology development gaps in Hong Kong and PRD while keeping a close watch on
technologies, policies and standards developments in China.

To gather extensive market intelligence from logistics and supply chain community in Hong
Kong and PRD, the Project Team is proud to partnering with the Hong Kong Productivity
Council and Research Center for Modern Logistics Technology and Management of Lingnan
(University) College, Sun Yat-Sen University to carry out the collaborative work in the region.
They are experienced in conducting surveys and have good industry network to support our
broad-based market study. In addition, the Project Team is working in close collaboration with
the HKU School of Business in the preparation of findings and insightful analysis out of this
market study. This consultancy support includes sharing and discussion of reference materials,

advice on writing approach, research expertise and efficient feedback.

Hong Kong Productivity Council

Hong Kong Productivity Council (HKPC) is a public body established by legislation of Hong Kong
with 40 years of history in serving manufacturing and related servicing industry. The mission of
HKPC is to help Hong Kong enterprises to improve productivity and enhance value along the

value chain in terms of consultancy service, training, technology transfer and other programs.

Role in the Project
e Advise on research methodology
e Carry out in-depth interviews with enterprises in Hong Kong

e Liaise with local industries and promote project results

Research Center for Modern Logistics Technology and Management
Lingnan (University) College, Sun Yat-Sen University

Founded in July 2002, Research Center for Modern Logistics Technology and Management is
a leading research institute of Sun Yat-sen University. The mission of the Center is to foster
excellence in cutting-edge logistics research, education, and industrial collaboration in order

to promote the development of modern logistics in China.

The Center is committed to research, education, and industrial collaboration of various
aspects of logistics management. Logistics problems among the research domains of
the Center include logistics system analysis and design, regional logistics strategy and
planning, organizational logistics system design and optimization, distribution center
design, transportation management and routing optimization, organizational supply chain

management, management information systems in logistics and supply chain.
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PROJECT TEAM

Role in the Project
® Carry out in-depth interviews with enterprises in PRD

® Liaise with industries in PRD and promote project results

School of Business, The University of Hong Kong

The HKU School of Business was established after its transformation from the Department
of Management Studies in the Faculty of Social Sciences in 1995. Since then, the School of
Business has rapidly expanded its variety of programs in terms of major and minor subjects,
as well as enhances its intake of the best and the brightest local and non-local students.
Apart from offering academic programmes, the Faculty of Business & Economics organizes its
research and teaching development activities in clusters through research centres that draw on
members within the Faculty and across campus. The research outputs delivered by the Faculty
are highly recognized and treated as a leading source of innovative thinking for government

and business in Hong Kong and the region.

Role in the Project

® Advise on research direction and provide perspectives in writing market intelligence reports

On the China Watch part, the Project Team has partnered with RFID China Alliance to have a
close watch on the new developments in China. It has an extensive network that the project
team members can leverage in gathering information about technology adoption, policy
changes and development of national RFID standard in China.

RFID China Alliance

RFID China Alliance is the only non-profit industrial association on RFID in China. The Alliance,
comprised of RFID chip, label, middleware, reader, and printer solution providers, was founded
on Nov 5, 2005, under the leadership of the Ministry of Information Industry (MIl) of the
People’s Republic of China. Its core responsibility is to promote RFID’s industrial development
in China, and provide up-to-date information on RFID Chinese governmental policy, latest

technological developments while holding an open attitude on RFID standards and protocol.

Role in the Project
® Closely monitor the policy and standard developments in China

® Provide regular update on RFID adoption and application among industries in China
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PROJECT TEAM

The following are core members of the Project:

Project Coordinator and Principal Investigator
Mr. Anthony KWOK

Manager, Industry & Technology Programs,
LSCM R&D Centre

Deputy Project Coordinator and Co-Investigator
Dr. Frank TONG

Director, Research and Technology Development,
LSCM R&D Centre

Co-Investigator

Dr. Terry YE

Director, Research and Technology Development,
LSCM R&D Centre

Dr. Lawrence CHEUNG
Principal Consultant, IT Industry Development,
HKPC

Mr. William CHAN
Consultant,
LSCM R&D Centre

Dr. Benjamin YEN
Associate Professor, School of Business,
HKU

Project Manager

Ms. Kelly LAM
Manager, Marketing,
LSCM R&D Centre
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Remember to Submit your
R&D Project Applications by
23 June 2009

The LSCM R&D Centre is now inviting
applications for research and development
projects in the following technology areas:

1.RFID Hardware and Systems, special focus
will be placed on:

® RFID Testing and Qualification
e Low Cost RFID Tag Manufacturing Techniques

® RFID Hardware and Systems Development
for Manufacturing and Packaging Industries

® RFID Beyond Gen2

2. Networking and Infrastructure Technologies,
special focus will be placed on:
® Enabling Technologies for Enterprise
e-Logistics Internetworking
e On-Demand Technologies for Logistics
Application Software Service Platforms

3. Applications and Decision Support Technologies,
special focus will be placed on:

® Enabling Technologies for Mobile Logistics

® Enabling Technologies in Electronic Seal
Based Logistics

e Sensor-enabled Logistics Applications

® Positioning Technologies and Optimization
in Asset Tracking and Monitoring

® RFID Systems for Specific Environments

Pease visit www.lscm.hk for detailed description
of the topics and requirements.

Deadline for Applications:
23 June 2009, 5:00 pm (HK Time)

Release of Annual Report on
RFID Development in China

2008-2009

With the strong support from The State
Leading Group Office of Golden Cards Project
Coordination P.R.C., the Annual Report on
RFID Development in China 2008-2009 was
successfully co-published by RFID China Aliance
and CCW Research in early June this year. This
report presents latest status and characteristics
of China and global RFID markets as well as
analysis on various RFID applications and
development trends. For a complete index
of this report or for those who would like to
purchase a copy, visit www.rfidchina.org.

EDITOR'S NOTE

Solicitation of Proposals:
2009 Guangdong-Hong Kong
Technology Cooperation
Funding Scheme

The LSCM R&D Centre is inviting project
proposals for the 2009 Guangdong-Hong Kong
Technology Cooperation Funding Scheme
(TCFS) in the following technology areas:

1. RFID Enabling Technologies for Manufacturing
and Logistic Industries

2.Enabling Technologies for Container
Logistics and Business Internetworking

3.Industry-specific Item Level Tagging and
Service Technology

The TCFS aims to enhance the level of
collaboration on R&D between organizations in
Hong Kong and Guangdong Province. Projects
funded by the TCFS will have to demonstrate an
element of Guangdong/Hong Kong cooperation
(e.g. collaboration between research institutes
and enterprises in Guangdong and Hong Kong).
Please visit www.lscm.hk for specific topic/themes
and application procedures.

Deadline for Applications:
3 July 2009, 5:00 pm (HK Time)

Share your Views on LSCM
Market Intelligence Report

In order to improve the quality of our reports
and bring readers with valuable market and
technology intelligence, we invite you to
complete the reader opinion form in Appendix C.

To download all past reports and learn more
about the project “Market Intelligence Study”,
visit www.lscm.hk/mi.
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EXECUTIVE SUMMAR

In the light of the background as introduced, one of the main roles of the LSCM R&D
Centre includes empowering the logistics and supply chain community in Hong Kong
and PRD with market and technology intelligence. The LSCM R&D Centre was awarded a
2-year project, titled “A Market Intelligence Study on Enabling Technologies for Industries
related to Logistics & Supply Chain Management” in 2008 to focus its efforts on the study
of enabling technology areas which are of the greatest industry concerns. Accordingly,
the release of a suite of LSCM Market Intelligence Report that offers industry players with
analytical results from in-depth interviews from a wide spectrum of industries is a major
work that we have been undertaking. We have benefited from the views gathered through
a series of on-site company visits, forums and meetings along with finding cause for
both requirement and concern from local industries. To provide both research users and
providers with a comprehensive view on RIFD industry development, we also offer featured
report on policy, standardization and the adoption & application of RFID Technology in
relevant industries in China on a regular basis.

Global third-party logistics (3PL) industry faces increasing challenges in times of economic
downturn. On one hand industry players experience pressures on thinner margin, on the
other hand they have to enhance their service offerings and improve operational efficiency
to meet increasing demands from customers. In this report, we examine respondents’
current I.T. adoption status and how they face with unfavorable business environment.
When asked which level describes the best their current I.T. application status, only 20%
of the respondents believed that they are in the stage of “Full I.T. implementation with
integration with both internal and external system”. Given that the current usage of
Warehouse Management System (WMS), Cargo/Shipment Locater and Global Positioning
System (GPS) are rated as the top three most popular applications adopted by freight
forwarders, respondents were then asked which technologies they would like to add to
their current use. There was no prominent selection but demands on different areas were
shown, they included applications for Transportation Process, Warehouse & Distribution,
Purchasing/Supplier Relationship, Supply Chain Track & Trace and Customer Relationship,
etc. On the other hand, around 70% of surveyed companies said their systems have no
integration with terminals and they would like to receive additional information/service
like Status of Flight/Cargo/Container, Cargo Utilization Plan and Dynamic Price from
terminals. The study also found that executives focused very much on improvement on
operational efficiency and service performance when looking to upgrade supply chain
technological capabilities. It is apparent that the economic burden was shared among
logistics and supply chain industries, respondents expressed that Increased Fuel Service
Charge/Cost, Worsen Business Environment and Global Economic Downturn were three
of the top concerns. Meanwhile, it is worth noting that 79% of the respondents agreed
that I.T. is critical for enhancing company’s competitiveness. Despite the severe economic
environment, respondents expected to invest more on |.T. development in terms of I.T.
expenditure. A remarkable increase has shown for companies with investment ratio (% to
revenue) ranged over 9% from the current distribution of 17% to 31% in the future.
On business development strategies, only 25% of the respondents revealed that they would
start development domestic trade business. The recent economic recession may partially
explain the relatively low intention. Nevertheless, Chinese mainland is a vast market
for 3PL service providers; many Hong Kong-based logistics firms are already operating
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successfully on the market. It is recommended that Hong Kong small-to-medium logistics
companies should ride on the CEPA opportunity to explore the promising mainland market
(Details refer to Section 2-6 of Broad Coverage).

In last issue, we reported the Chinese Government’s practical measures to stimulate domestic
demand and boost economic growth. In this report, we look at the software and service industry
in a new context amid the global financial crisis. Although this industry has been affected by
the economic downturn since the second half of 2008, the crisis brought more opportunities
for structural shift and development. The revenue of the software and service industry in China
maintains a high growth rate of 30% in 2008 indicating that the huge market in the country
is buffering the impact from the global financial crisis to some extent. The article “Policy of
China RFID Industry Development” published in the “Global/China Watch” section shares the
key contents in the “Supporting Polices and Measures for the Software and Service Industry
(Document No. 18)” to be revised and issued by the Software Service Department of the Ministry
of Industry and Information Technology (MIIT). According to the article, there will be some
adjustments and new opportunities for the development of the software and service industry
including: (i) New growth in open-source software; (ii) Promising E-commerce market for SMEs;
(iii) Fast development of cloud-computing-based network service; and (iv) New opportunities
from industrial consolidations. In addition, the revenue growth rate of the electronic information
industry in China is projected to be around 15% in 2009 and down to 20% for software’s in 2009
(Details refer to Section 1-4, “Policy of China RFID Industry Development” of Global/China Watch).

Other updates in the article include the monetary policy defined in January 2009 at the
Work Conference of PBOC and the National Forex Management 2009 aiming to maintain
growth in this year. It is clearly stated by the conference that the total money supply
for 2009 is targeted at around 3-4 percentage points higher than the sum of the GDP
growth rate and inflation, with M2 (broad money supply) up by approximately 17%.
A combination of policy instruments such as interest rate, deposit-reserve ratio, and
open market operations will be utilized to adjust the money supply and demand in a
flexible manner. Innovative financial instruments can also be applied to maintain proper
liquidity in the market, if necessary (Details refer to Section 5, “Policy of China RFID
Industry Development” of Global/China Watch).

Lastly, we look at some announcements in last quarter of 2008 by the Ministry of Industry
and Information Technology (MIIT), the Ministry of Science and Technology (MOST) and
the National Development and Reform Committee (NDRC) concerning key technologies
development, foreign investment and information security respectively. These included:
(i) Notification of Project Application under the Key and Special Projects in Critical
Electronic Device, High-end Generic Chip, and Fundamental Software Product and the
related guidelines; (ii) The Catalogue of Advantaged Industries for Foreign Investment
in the Central-Western Region; (iii) Guidelines for the Application for Key Projects in
Research and Development (R&D) and Pilot Applications of UWB Wireless Communication
System under the 863 Program; and (iv) Notification on Relevant Matters on Organization
and Implementation of the Special Program on Information Security 2009 (Details refer to
Section 6-9, “Policy of China RFID Industry Development” of Global/China Watch).
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BROAD COVERAC

The essential details presented in this section are based on information collected from 20
freight forwarding companies (10 from Hong Kong and 10 from mainland China). All interviews
were carried out by research consultants between October 2008 to March 2009, the average
duration per interview took approximately 1.5 to 2 hours. For each company, the research
consultant is required to probe opinions and stimulate discussion surrounding the company’s
current I.T. application level in business & operation processes, demand and aspiration to new
technologies, user requirement specifications, adoption and barriers to new technologies,
industry issues as well as how government policies will affect industry operations. To maintain
consistency of interview approach, a suite of industry focused discussion guide was in use
(Appendix A) and the following diagram outlines the methodology of the study.

1st Draft of
Discussion Guide

for Freight

Forwarding

Solicit comments
from industry
players
and researchers

Analysis

and Reporting

Project Team to
discuss requirements,
target list and
visiting plan

Interim Review with
project team
on data quality and

Review Meeting with
research consultants

visiting plan
Fieldwork in Revision of
ong Kong and PRD Discussion Guide
for Freight
Forwarding

Review Meeting with
research consultants

Revision of

Discussion Guide Pilot Visit:
for Freight On-site interviews
Forwarding (5 samples)




BROAD COVERAGE

PROFILE OF PARTICIPANTS

1 Profile of Participants

1.1 Profile of Participants by Service Coverage

Among the 20 participants who engaged in the freight forwarding industry, they offered
different types of services which were summarized in the following table. All participants
provided core services including Sea Freight, Sea/Air, Warehouse and Distribution and Contract
Logistics. Majority of them have also covered Air Freight, Customs and Cargo Insurance
Brokerage as well as Exhibition & Removal. It is worth noting that over half of the surveyed
companies (accounted for 60%) have covered all services as listed in the table.

1.1 Table
Analysis of Participants by Service Coverage

Sea Freight 20 100%
Sea/Air 20 100%
Warehouse and Distribution 20 100%
Contract Logistics 20 100%
Air Freight 19 95%
Customs Clearance and Brokerage 18 90%
Exhibition & Removal 18 90%
Marine Cargo Insurance 17 85%
Lead Logistics (4PL) 17 85%
Rail Cargo 14 70%
1.1 Chart

Analysis of Participants by Service Coverage

Contract Logistics

Warehouse and
Distribution

Sea/Air

Sea Freight

Air Freight

Exhibition & Removal

Customs Clearance
and Brokerage

Lead Logistics (4PL)

Marine Cargo
Insurance

Rail Cargo
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PROFILE OF PARTICIPANTS

1.2 Profile of Participants by Cargo Handling Capability

Among the 20 participants, all of them processed with Temperature Controlled Cargo handling
capability; majority of the participants (accounted for 90%) could handle Reefer Cargo &
Perishable Goods; whereas 15 out of 20 (accounted for 75%) could provide Dangerous Cargo

handling capability. Details were summarized in the following table.

1.2 Table
Analysis of Participants by Cargo Handling Capability

Temperature Controlled Cargo 20 100%
Reefer Cargo & Perishable Goods 18 90%
Dangerous Cargo 15 75%

1.3 Profile of Participants by Employee Size

In terms of employee size, 40% of our surveyed companies employed less than 1,000 staffs.
Employee size between 1,001 — 5,000 ranked second (accounted for 30%); whereas employee
size between 5,001-10,000 and over 10,000 both accounted for 15% each. Details were

summarized in the following table.

1.3 Table
Analysis of Participants by Employee Size

<1,000 8 40%
1,001-5,000 6 30%
5,001-10,000 3 15%
>10,000 3 15%
Total 20 100%
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PROFILE OF PARTICIPANTS

1.4 Profile of Participants by Job Title

Among the 20 respondents participating in this survey, 17 out of them were graded Director
or Manager (accounted for 85%). Details were summarized in the following table.

1.4 Table
Analysis of Participants by Job Title

Director 6 30%

Manager 11 55%

Executive 2 10%

Not Specified 1 5%
1.4 Chart

Analysis of Participants by Job Title

Not Specified
5%

Executive 10% Director 30%

Manager
55%
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FINDINGS

2 Business Process

In this section, participants explained their business and operation processes to identify
information flows and required technology needs. It was found that their businesses were running
like what we described in below generic workflow diagram for freight forwarding industry.

2 Diagram
Generic Workflow Diagram of Freight Forwarding Industry
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FINDINGS

2.1 Analysis on Current Freight Management System

Based on the information provided by the 20 freight forwarders, 45% said they purchased
their Freight Management Systems from technology providers; it was followed by self
developed (accounted for 40%); whereas 15% of the respondents revealed that they further
developed their purchased systems. Details refer the following table.

2.1 Table
Analysis on Current Freight Management System

Self Developed 8 40%
Purchased from Technology Provider 9 45%
Further Develop the Purchased Version 3 15%
Total 20 100%

2.2 Analysis on Functionality of Freight Management System

When asked the functionality of Freight Management System, the findings indicated that
Customer Relationship Management (CRM) and Reporting were the two most popular
functions provided by their systems, both of them accounted for 95%; it was followed by Data
Analysis (accounted for 65%) and Load Planning (accounted for 45%). Detailed findings were

summarized in the following table.

2.2 Table
Analysis on Functionality of Freight Management System

Data Analysis 13 65%
Load Planning 9 45%
Customer Relationship Management 19 95%
Reporting 19 95%

2.3 Analysis of Satisfaction Level on Freight Management System

Participants were further prompted to examine their satisfactory level towards their current
freight management systems (Satisfactory Level: 1=Less satisfactory; 5=Most satisfactory).
The satisfactory levels rated by freight forwarders from Hong Kong and mainland China
were similar, (rated 3.4 out of 5 and 3.35 out of 5 respectively). The average score across all
participants was 3.38, details refer the following table.

2.3 Table
Analysis of Satisfaction Level on Freight Management System

Hong Kong 3.40
Mainland China FoSID
Total (Hong Kong and mainland China) 3.38
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FINDINGS

2.4 Analysis on Level of Integration with Internal and External Stakeholders

The 20 freight forwarders were asked to provide information on their current system
integration competency with internal and external stakeholders. It is worth noting that more
than half of the surveyed companies (accounted for 60%) had integrated their systems with
both internal and external stakeholders; it was followed by integrated with internal only
(accounted for 25%), only 10% said they had integrated neither internally nor externally.
Detailed findings were shown in the following table.

2.4 Table
Analysis on Level of Integration with Internal and External Stakeholders

External only 1 5%

Internal only 5 25%
Both Internal and External 12 60%
Neither Internal nor External 2 10%
Total 20 100%

2.5 Analysis of Communication Methods in Handling Bookings

Among the 20 freight forwarders, the findings indicated that majority of them were using
traditional methods like email/fax/telephone to receive bookings (accounted for 50%); web
portal (e-booking) ranked second (accounted for 25%); EDI and XML ranked last which
accounted for 25% in total.

2.5 Table
Analysis of Communication Methods in Handling Bookings

Web Portal (e-booking) 25%
Email/Fax/Telephone 50%
EDI 17%
XML 8%

Total 100%
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FINDINGS

2.6 Analysis on Challenges in Current Booking Procedures

The 20 freight forwarding participants provided information on whether they face challenges
in their current booking procedures. 8 out of 20 (accounted for 40%) participants indicated
that they were facing challenges in their current booking procedures. Among them, 56%
claimed that they encountered problems in Receiving P.O., it was followed by Customers’ I.T.

Competency (accounted for 33%) and Infrastructure Issues (accounted for 11%).

2.6a Table
Analysis on Challenges in Current Booking Procedures

Yes 8 40%

No 12 60%

Total 20 100%
2.6bTable

Analysis on Issues in Current Booking Procedures

Customers’ I.T. Competency (i.e. Lack of e-booking) 33%
Receiving P.O. (Incompetent office automation/Clients’ unclear order 56%
descriptions)

Infrastructure Issues (Power shut down/server crash) 1%
Total 100%

2.7 Analysis of Satisfactory Level on Information Provided by Airlines/Ocean Carriers

The 20 freight forwarding participants provided information on their satisfaction level towards
information provided by airlines/ocean carriers. Slightly over one-third of the participants
(accounted for 35%) rated Overall Satisfactory whereas 11 out of 20 (accounted for 55%) rated
the opposite. Details refer the following table.

2.7 Table
Analysis of Satisfactory Level on Information Provided by Airlines/Ocean Carriers

Overall Satisfactory 7 35%
Overall Unsatisfactory 11 55%
Not Specified 2 10%
Total 20 100%
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FINDINGS

2.8 Analysis on Integration with Terminals

detailed findings were shown in the following tables.

2.8aTable
Analysis on Integration with Terminals

When asked whether they had integration with terminals, majority of them (accounted for
70%) indicated that they did not integrate with terminals. The participants were further asked
to express opinion on what kind of additional information they expected from terminals, 50%
of the respondents indicated that they would like to receive information on Status of Flight/

Cargo/Container. It was followed by Cargo Utilization Plan (33%) and Dynamic Price (17%),

Analysis on Additional Information from Terminal

Yes 5 25%

No 14 70%

Not specified 1 5%

Total 20 100%
2.8bTable

Status of the Flight/Cargo/Container 50%
Dynamic Price 17%
Cargo Utilization Plan 33%
Total 100%

2.9 Analysis on Truck Management Mode

2.9 Table
Analysis on Truck Management Mode

outsourcing. 8 out of 20 (40%) indicated they only adopted outsourcing mode.

The mode of truck management among the 20 freight forwarding participants was examined.
Among them, 11 out of 20 (accounted for 55%) managed their own trucks and also adopted

Own Trucks and Outsourcing 11 55%
Outsourcing Only 8 40%
Own Trucks Only 1 5%

Total 20 100%
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3 Current L.T. Applications

companies were examined.

3.1 Analysis on Current I.T. Applications

3.1 Table
Analysis of Participants’ Current I.T. Applications

In this section, current I.T. applications and level of usage out of the 20 freight forwarding

The 20 freight forwarding participants were asked to provide information on their current
I.T. applications. Among the various applications, Warehouse Management System (WMS),
Cargo/Shipment Locater and Global Positioning System (GPS) were the top three most popular
applications adopted by participants, which accounted for 80%, 55% and 55% respectively.

Analysis of Participants’ Current I.T. Applications

Load Optimizer 5 10 5 20

e-Manifest 8 5 7 20

Warehouse Management System 16 3 1 20

Cargo/Shipment Locator 11 5 4 20

Global Positioning System 11 7 2 20

e-Seal 0 13 7 20
3.1 Chart
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3.2 Analysis on Current I.T. Application Status

In this Section, participants were asked to select the most descriptive sentence for their current
I.T. application status. The majority of the respondents believed they were in the stage of “Apply
limited I.T. solution to automate a specific area of operations (e.g. document management
system, warehousing system but not full ERP, finance & accounting system only, etc.)” or “Full I.T.
implementation with integration with other internal systems”, accounted for 40% each. Whereas
the remaining 20% said they were in the stage of “Full I.T. implementation with integration with
both internal and external system”. Results were summarized in the following table.

3.2 Table
Analysis of Participants’ Current .T. Applications Status

1 Totally manual, no hardware & software 0 0%

2 No knowledge and awareness of I.T. application.
The company has no I.T. solution to solve for daily 0 0%
operating issues (except MS Office, public email b
account, etc.)

3 Have knowledge and awareness of I.T. application
but don’t use any L.T. solution (except MS Office, 0 0%
public email account, etc.)

4 Apply limited I.T. solution to automate a specific
area of operations (e.g. document management 8

0,
system, warehousing system but not full ERP, 40%
finance & accounting system only, etc.)
5 Full I.T. implementation with an integration with
other internal systems 8 40%
6 Full I.T. implementation with an integration with 4 20%
both internal and external systems .
Total 20 100%
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4 1.T. Applications Barriers and Concerns

In this section, the biggest challenges in L.T. applications and the motivating factors perceived by
participants for adopting I.T. were examined. In addition, participants were prompted to rank the
importance of several attributes/consideration factors in deploying I.T. application in their companies.

4.1 Analysis on Major Challenges Perceived by Participants

The 20 freight forwarders were asked to indicate the major challenges they faced with
technology adoption (1=Less challenging; 5=Most challenging). The findings indicated that
Difficult to Assess ROl ranked highest (accounted for 47%), followed by Limited budget
(accounted for 45%) and Difficult to Cope with Rapid and Vary Customer Expectation
(accounted for 35%). Details refer the following table.

4.1 Table
Analysis on Major Challenges Perceived by Participants

Difficult to Assess ROI 19 9 47%
Limited Budget 20 9 45%
Difficult fo Copg with Repidand | 5 : 35%
é%cvke ?: nlwne(ms; L)gp ort £ e 28
Data Integration 19 6 31%
\L/l;ﬁ:;es ili(icgvgnition on Application 18 3 17%
e R TR st Rapid 19 3 16%
Complexity of Application 19 3 16%
Shortage of Skilled I.T. People 20 3 15%

4.2 Analysis on Motivating Factors

When asked the motivating factors in deciding to enhance or upgrade their technological
capabilities and customer offerings (1=Less important; 5=Most important), 100% said they
would look for technology that Improves Operation Efficiency/Productivity. It was followed
by Increase Service Performance (accounted for 89%) and Improves Customer Satisfaction
(accounted for 80%). The findings were summarized in the following table.

4.2 Table
Analysis on Motivating Factors

Improves Operational Efficiency/Productivity 19 19 100%
Increases Service Performance 17 19 89%
Improves Customer Satisfaction 16 20 80%
Reduces Human Error 11 19 58%
Enhances Corporate Image 11 19 58%
Increases Company Profitability 8 19 42%
Differentiates Themselves from Competitors 8 19 42%
Build up Long-term Relationship 8 19 42%
Clear ROI 4 18 22%
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4.3 Analysis on Rankings among Various Attributes (Hong Kong vs. Mainland China)

In addition, the 10 freight forwarders from Hong Kong were prompted to rank on 5 concern
areas in deploying I.T. application (People/Price/Technology/Time/Solution Providers’ Capabilities).
Among them, 9 respondents shared views with us and the majority ranked Technology as top
concern (accounted for 44%), it was followed by Price (accounted for 33%) and Solution Providers’
Capabilities (accounted for 22%). On the other hand, the 10 freight forwarders from mainland
China were prompted to rank on 6 concern areas on an I.T. application (People/Price/Technology/
Time/Solution Providers’ Capabilities/Solution Appropriateness). In a total of 10 respondents’
provided information, the majority ranked Solution Appropriateness as top concern (accounted
for 60%), it was followed by Technology (accounted for 30%) and Solution Providers’ Capabilities
(accounted for 10%). The findings were summarized in the following tables.

4.3aTable
Analysis on Rankings among Various Attributes (Hong Kong)

Technology 4 44%
Price 3 33%
Solution Providers’ Capabilities 2 22%
Total 9 100%

Remarks: The above figures are rounded to the nearest integer

4.3a Chart 70%
Analysis on Rankings among 60%
Various Attributes (Hong Kong) 50%

40%

30%
20%
10%

0%

Technology Price Solution
Providers
Capabilities

4.3bTable
Analysis on Rankings among Various Attributes (Mainland China)

Solution Appropriateness 6 60%
Technology 3 30%
Solution Providers’ Capabilities 1 10%
Total 10 100%
4.3b Chart 70%
Analysis on Rankings among 60%

Various Attributes (Mainland China) 50%

40%
30%

20%
10%

0%

Solution Price Solution
Appropriateness Providers
Capabilities
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5 Industry Trends/Characteristics

5.1 Analysis on Industry Trends/Characteristics

In this Section, we discussed industry trends and characteristics with participants and in
what ways it would affect the technology needs of freight forwarding industry. The opinion
indicated that Increased Fuel Service Charge/Cost was the most obvious trend, which
accounted for 33%; followed by Worsen Business Environment and Global Economic Downturn;

which accounted for 29% and 21% respectively.

5.1 Table
Analysis on Industry Trends/Characteristics

Increased Fuel Service Charge/Cost 33%
Worsen Business Environment (Slim margin, fierce competition, etc.) 29%
Global Economic Downturn 21%
Enhanced Credit Control to Minimize Risk 8%
Others (Lack of cargo in the market, market consolidation, etc.) 8%
Total 100%

5.2 Analysis on Micro/Macro Trends

When asked the micro/macro trends that would affect their business operation, the findings
suggested that 86% of the respondents regarded Economy Downturn had great impact to
their business operations, it was followed by Global M&A (accounted for 50%) and New Labor
Law (accounted for 43%). The findings were summarized in the following table.

5.2 Table
Analysis on Micro/Macro Trends

Economy Downturn 86% 14%
Global M&A 50% 50%
New Labor Law 43% 57%
Ocean/Air Alliance 36% 64%
Removal of Factories in South China 29% 71%
Three Links 0% 100%
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5.2 Chart
Analysis on Micro/Macro Trends
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5.3 Analysis on Strategic Development Plan for Domestic Trade

With respect to micro/macro trends which affected their business operation, respondents were
further prompted to advise whether they would start developing domestic trade business. The
findings indicated that only one-fourth of the respondents would start domestic trade business.

5.3 Table
Analysis on Strategic Development Plan for Domestic Trade

Yes 25%
No 75%
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6 Future L.T. Applications

In this section, the 20 respondents were invited to provide information on their current I.T.
investment and their future I.T. applications were examined.

6.1 Analysis on Current vs. Future I.T. Expenditure

Participants were asked to provide information on the percentage of the total investment in
their I.T. adoption (Current I.T. investment % to Revenue). 39% said their I.T. investment level
fell in the range of 4% to 6%, it was followed by Less than 1% (accounted for 17%). Whereas
for the future L.T. investment expenditure, the majority fell into the range of Over 9%, it was
followed by 1%-3% and 4%-6%, both of them accounted for 25%.

6.1 Table
Analysis on Current vs. Future |.T. Expenditure

Less than 1% 17% 13%

1% - 3% 22% 25%

4% - 6% 39% 25%

7% - 9% 6% 6%

Over 9% 17% 31%

Total 100% 100%
6.1 Chart

Analysis on Current vs. Future I.T. Expenditure
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6.2 Analysis on Future L.T. Applications

The 20 freight forwarders were asked to provide comments on their future I.T. strategic plan.
The findings suggested that applications to be developed for Transportation Process and
Warehousing & Distribution ranked the highest, both accounted for 12%; whereas Purchasing/
Supplier Relationship ranked second, which accounted for 11%. The findings were summarized

in the following table.

6.2 Table
Analysis on Future I.T. Applications

Transportation Process 12%
Warehousing & Distribution 12%
Purchasing/Supplier Relationship 11%
Customer Relationship 10%
Communication with Internal & External Parties 10%
Supply Chain Track & Trace 10%
Compliance Management 10%
Add-value Activities 8%
Business Intelligence 7%
Forecasting/Event Management 6%
Supply Chain Security 4%
Financial Management 2%
Total 102%

Remarks: The above figures are rounded to the nearest integer

6.2 Chart
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6.3 Analysis of Views on I.T. Applications/Initiatives

When asked their views on various I.T. applications/initiatives, they included Business/
Operation Intelligence, Software-as-a-Service (SaaS), e-Documentation, RFID and Wireless
Applications, it was indicated that Business/Operation Intelligence received the highest
reorganization (accounted for 58%); it was followed by SaaS (accounted for 53%) and

e-Documentation (accounted for 42%).

6.3 Table
Analysis of Views on Applications/Initiatives

Business/Operation Intelligence 58%

Software-as-a-Service (SaaS) 53%

e-Documentation 42%

RFID 36%

Wireless Applications 32%
6.3 Chart
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6.4 Analysis on Whether L.T. is Able to Enhance Company’s Competitiveness

The 20 freight forwarders were further asked to provide opinion on whether I.T. is able to
enhance the company’s competitiveness, close to 80% of the respondents agreed that I.T. is
critical for enhancing company’s competitiveness.

6.4 Table
Analysis on Whether I.T. is Able to Enhance Company’s Competitiveness

Agree 79%
Disagree 21%
Total 100%
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7 R&D Demand & Aspiration

7.1 Analysis of Interested Areas on LSCM Roadmap

In this Section, participants were asked to indicate their interested areas of LSCM R&D
roadmap. Among the 20 participants, there were 16 participants provided opinions and they
were summarized as follow.

RFID Hardware & System

7 out of 16 (44%) of the participants indicated that they were interested in Theme 1 “Low Cost
RFID Tag Manufacturing Techniques”.

Networking & Infrastructure Technologies

11 out of 16 (69%) of the participants were interested in Theme 6 “Enabling Technologies for
Enterprise e-Logistics Internetworking and 5 out of 16 (19%) of the participants indicated that
they were interested in Theme 5 “On-Demand Technologies for Logistics Application Software

Service Platforms”.
Applications & Decision Support Technologies

11 out of 16 (69%) of the participants indicated that they were interested in Theme 8 “Enabling
Technologies for Mobile Logistics”.

7.1 Table
Summary of Interested Areas on LSCM R&D Roadmap

RFID Hardware & System

Theme 1 “Low Cost RFID Tag Manufacturing Techniques” is set on 7 449
easing the cost issue of adoption and deployment for RFID 0

Theme 2 “RFID for Manufacturing and Packaging Industries” stresses
on easy use of RFID for product manufacturers who need to tag 2 13%
product shipment with RFID

Theme 3 “RFID Testing and Qualification” targets for helping users to 1 6%
test and select appropriate RFID solutions to best fit their use g

Theme 4 “RFID beyond Gen 2" is to ?ush the envelope of current
RFID technology to support practical applications for range, accuracy, 4 25%
security, memory and sensor requirements

Networking & Infrastructure Technologies

Theme 5 In the infrastructure technologies track steers for low-
barrier adoption of logistics I.T. with the approach of “On-Demand 3 19%
Technologies for Logistics Application Software Service Platforms”

Theme 6 “Enabling Technologhies for Enterprise e-Logistics

Internetworking”, fosterin%t e use of I.T. for logistics integration, 1 69%
addresses the common problem in industry for effective and efficient 0
business process integration across enterprise boundary
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7.1 Table
Summary of Interested Areas on LSCM R&D Roadmap (Continue)

Applications & Decision Support Technologies

Theme 7 “RFID Systems for Specific Environments” will foster the
development for RFID application systems for niche but critical 3 19%
requirements in common logistics operations

Theme 8 “Enabling Technologies for Mobile Logistics” encourages

innovative applications for distribution and delivery which are mobile 1 69%
in nature
Theme 9 “Sensor-enabled Logistics Applications” will enable 5 31%

automation in cargo monitoring

Theme 10 “Positioning Technologies and Optimization for Asset Tracking 3 19%
and Monitoring” will add to the capability of real-time cargo tracking 0

Theme 11 “Enabling Technologies in Electronic Seal Based Logistics”
participates in the contemporary e-seal standards development which 2
Is taking place actively not only in the global arena but also across the
local border of Hong Kong and Shenzhen

13%

7.2 Analysis of Views on LSCM'’s Contribution

In this Section, respondents were asked whether they agreed the contribution of LSCM R&D
Centre. Among the 20 respondents, 15 of them provided information and they believed the
long-term goal of LSCM R&D Centre could contribute to strengthen the competitiveness of

Hong Kong's economic.

7.2 Table
Analysis of Views on LSCM'’s Contribution

Yes 15 100%
No 0 0%
Total 15 100%
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8.1 Third-party Logistics Strategic Positioning

Global third-party logistics (3PL) industry faces increasing challenges in times of economic
downturn. On one hand industry players experience pressures on thinner margin, on the other
hand they have to enhance their service offerings and improve operational efficiency to meet

increasing demands from customers.

In Section 5.1, companies expressed their concerns amid difficult business environment,
executives felt that Increased Fuel Service Charge/Cost, Worsen Business Environment and
Global Economic Downturn were three of the top concerns. Respondents’ concerns on global
economic recession were further elaborated in Section 5.2 while micro and macro trends
affected logistic practitioners were further examined. The findings indicated that Economy
Downturn posed the most significant impact to logistic practitioners (86%), it was followed
by Global M&A (50%). However, they regarded the impact of Three Links to their business

operations as “only to a certain extent”.

I.T. is perceived as one of the effective means to enhance company’s competitiveness. To
date, customers have high expectations from their logistics service providers in terms of
service and I.T. capabilities. In fact, 79% of the respondents agreed that I.T. is critical for
enhancing company’s competitiveness (Section 6.4). Despite the severe economic environment,
respondents expected to invest more on I.T. development in terms of I.T. expenditure. A
remarkable increase has shown for companies with investment ratio (% to revenue) ranged
over 9% from the current distribution of 17% to 31% in the future (Section 6.1).

The primary motivating factors for respondents adopting I.T. were examined in Section 4.2.
The findings indicated that the top three motivating factors were Improves Operational
Efficiency/Productivity, followed by Increases Service Performance and Customer Satisfaction.
To this end, I.T. adoption can better equip companies with enhanced processes that lead to

higher operational efficiency and improvements on service offerings.

It is crucial to identify the current position and problems faced by companies before deciding
the strategic targeted position. In this study, all the 20 respondents have covered 3PL services
for their customers. As indicated in Section 3.2, 40% of the respondents rated themselves in
the stage of “Full I.T. implementation with integration with other internal systems"”; whereas
another 40% regarded themselves in the stage of “"Apply limited I.T. solution to automate a
specific area of operation”. According to diagram 8.1a, the majority of the respondents are in
the Interactive stage in terms of I.T. adoption where they have engaged in the inter-company
information exchange. For the remaining 20% of the respondents, they were in the stage
of “Full I.T. implementation with integration with both internal and external systems”. They
are engaged in the co-ordination of information processing with both internal and external
stakeholders in the Integrated stage. On the Product technology adoption, all companies
are in the Process stage where they streamline the processes to ship, distribution, or forward
the product and some of them have engaged in customized service management in the

Personalization stage.
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8.1a Diagram
Third-party Logistics Strategic Positioning
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In addition, in this study we can see that the majority of the freight forwarding companies is
already in a competent strategy position as 85% (17 out of 20) of the respondents have covered
Lead Logistics (4PL) services. 4PL is the evolution of supply chain outsourcing; 4PL coordinates
other 3PL suppliers for the contracting firm. Essentially the 4PL firm manages the logistics service
on behalf of the contracting customer. In addition, 4PL firms provide advanced I.T. services,
consultancy and risk management to their clients. When compare with 3PL service providers,
4PL enjoys several distinctive benefits. First, 4PL provider maintains primary accountability
and quality within the arrangement. Second, 4PL has the overarching responsibility for supply
chain performance; and 4PL should be able to impact the entire supply chain - increasing
revenue, lowering costs, reducing working capital and fixed capital. Diagram 8.1b illustrates
five attributes of 4PL services: from management of assets to management of information,
relationship and integration. To achieve this stage and deliver knowledge and innovation
to clients, the use of L.T. contributes to all five attributes. For instance, visibility tools which
are web-enabled, collaboration tools like inventory and warehouse management, document
exchange, transportation and event management as well as supplier relationship management

are areas where companies could potentially offer value-added services through I.T. adoption.
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8.1b Diagram
Five Attributes of 4PL Services
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Source: C. John Langley Jr., Ph.D.

In order to study the characteristics of those companies who engaged in 4PL services, five are
selected to further review among the 17 respondents which provide 4PL services. It is found
that all the five logistics providers are competent in adopting I.T. in their business operations.
For instance, they are all using web portal (e-Booking) in receiving bookings. In addition, they
are all fully integrated with both internal systems and external stakeholders. With reference
to diagram 8.1a, these five logistics providers are positioned at the top right corner of the
strategic position map. Logistic practitioners are recommended to strategically shift upwards to
the position of 4PL by providing more value-added services to meet customers’ needs and keep
responsive to environmental changes.

8.2 Growing Needs in Freight Management System

In this study, all of the 20 respondents are currently using Freight Management System (FMS) in
their operations. As indicated in Section 2.3, the average score across all participants was 3.38 out
of 5 towards their current FMS. In terms of features offered by FMS, it was found that the most
common features were Customer Relationship Management and Reporting, both accounted for
95%. However, the use of Data Analysis and Load Planning were relatively low, only 65% and 45%
of the respondents indicated that their current FMS could provide such functions respectively.

Low e-Documentations competency created another operational inefficiency for the freight
forwarders. In Section 2.6, 40% of the respondents commented that they had challenges in
handling bookings. Among them, 56% indicated that the most challenging issue was Receiving P.O.,
it included incompetent office automation and clients’ unclear order descriptions. Respondents
explained that some ocean bookings sent via fax were occasionally missed due to human mistakes.
The ocean bookings to the ocean carrier could not access to fax in the peak season and hour.
Respondents spent too much resource to make sure the bookings had been sent. In addition, some
respondents commented that it was inefficient to generate multiply P.O.s in a booking request in
their current systems. The current countermeasure was to encourage customers to place bookings
through e-mail or e-booking system. However, according the findings from Section 2.6, the current
usage of web portal (e-Booking), EDI and XML were low, with only 25% and 8% respectively.
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In fact, a competent FMS can improve logistic company’s overall operational efficiency to
meet escalating customers’ demands. Apart from generic features like quotation and invoice
generation, automated data extraction; advanced features of FMS included data exchange
with external parties, managerial report, financial position tracking, automated document
assembly and generation and end-of-workflow validation at flight closing, etc.

In Section 2.8, 70% of the respondents indicated that their systems have no integration with
terminals; in addition, respondents stated that they want to receive additional information
like Status of Flight/Cargo/Container (50%); Cargo Utilization Plan (33%) and Dynamic Price

(17%) from terminals.

With I.T. integration with internal systems and external stakeholders, the achievement is not
confined to enhance operation accuracy, more importantly, instant information exchange,

total information visibility, real-time collaboration can achieve higher customer satisfaction.

8.3 CEPA Opened the Door to Access PRC Logistics Market
The Closer Economic Partnership Arrangement (CEPA) signed between Hong Kong and the
Mainland government in 2003 has created a beneficiary environment for Hong Kong logistics

firms to operate on the PRC market.

PRC's ever-growing manufacturing industry create stronger demand for competent 3PL
service providers, PRC manufacturers face increasing overseas customers’ demand on 3PL
professionalism as the traditional delivery service cannot meet their requirements. They tend
to accept the concept of outsourcing their supply chain activities to specialist 3PLs whose
services include warehousing and transportation, supply chain management, distribution and

inventory management with advanced I.T. solutions as a backup.

Since PRC’'s WTO accession and as the mainland logistics market gradually opens up, foreign
players have entered the market at an accelerated pace. As a whole, the logistics market in the
PRD ranks among the most advanced regions in China. For example, Shenzhen, the 4th largest
container port in the world, sets itself to be the logistic hub. There are over 2,000 companies
that have logistic business in Shenzhen. Six logistics parks have been set up. Over 50 foreign
companies including UPS, Maersk, FedEx, Kerry Logistics, etc. have registered in the city. MNCs

like Aeon, IBM and Wal-Mart have set up global or regional sourcing centers there.

In Section 5.1, only 25% of the logistic participants indicated that they have planned to start
the domestic trade business. The recent economic recession may partially explain the relatively
low intention preference. Nevertheless, PRC is a vast market for 3PL service providers; many
Hong Kong-based logistics firms are already operating successfully on the market. It is
recommended that Hong Kong small-to- medium logistics companies should ride on the CEPA

opportunity to explore the promising mainland market.
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8.4 LSCM to Facilitate Technology Adoption by Industries through Market-driven R&D

When looking toward what future |.T. applications/initiatives companies would recognize,
the findings suggested that Business/Operation Intelligence and Software-as-a-Service (Saas)
were two of the top responses. The enthusiasm for applications related to e-Documentation,
RFID and Wireless was not fully shown, with 42%, 36% and 32% of the respondents
recognized the values respectively (Section 6.3). There were different reasons expressed by
the respondents, 33% concerned the liability and security on e-Documentation; 16% of the
respondents regarded wireless applications were expensive; whereas for RFID, 29% regarded
it was expensive and 11% believed the application was immature. Interestingly, close to 70%
of the respondents rated “Enabling Technologies for Enterprise e-Logistics Internetworking”
and “Enabling Technologies for Mobile Logistics” as the two most likely interested R&D areas.
Likewise, 44% voted for “Low Cost RFID Tag Manufacturing Techniques” aiming to ease the

cost issue of adoption and deployment for RFID.

“Enabling Technologies for Enterprise e-Logistics Internetworking” refers to the use of I.T. for
logistics integration, addressing the common problem in industry for effective and efficient
business process integration across enterprise boundary. Meanwhile, “Enabling Technologies
for Mobile Logistics” encourages innovative applications for distribution and delivery which
are mobile in nature. This is particularly important for the freight forwarding industry, while
so many enterprises will need to be supported with mobile solutions by the fast growing
wireless technologies, the gap for adoption of mobile solutions is still severe among the
majority of logistics operators. To enhance the competitive advantage of local industries and
nurture the technology enabled environment, the LSCM R&D Centre has been taking the
lead to carry out innovative research and development to improve the accessibility for these
technologies for the industries. In September 2008, a LSCM funded project “Enhancing the
Competitiveness of the Hong Kong Air Freight Forwarding Industry Using RFID and Software
Agent Technologies” was started to develop a basic RFID-based air cargo processing system
and employ software agents to facilitate the important task of flight planning. There were
also projects running to support and facilitate the deployment of RFID technology in other
RFID applications in Hong Kong and PRD region, they included: Package-specific RFID Tagging
and Embedding Technology, Interoperability Technology and Applications for Container RFID
and e-seal, etc. For a full list of our projects and R&D programs available for industry and

research collaboration, please visit www.lscm.hk.
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POLICY OF CHINA RFID INDUSTRY DEVELOPMENT

1. Financial Policies and Measures discussed and deployed by the
State Council aimed at giving a boost to the economy

On December 3, 2008, Premier Wen Jiabao convened an executive meeting of the State Council

to discuss and lay out financial policies and measures that will improve the economy. Relevant

policies and measures were agreed upon after the discussion at the meeting.
(i)  Carry out moderately easy monetary policy and enable the steady increase of money and credit;
(ii) Strengthen and improve the credit service to meet the national demand in finance;

(iii) Speed up the development of a multi-level capital market system to enable the market to

allocate resources;
(iv) Develop insurance for security, as well as financing to ensure a stable economy and society;
(v) Innovate financing ways and broaden the channels of corporate finance;
(vi) Improve foreign exchange management and facilitate vigorous drive in the market investment;
(vii) Speed up the modernization of the financial service to improve the service level in all aspects;
(viii) Step up support for financial and taxation reforms;

(ix) Continue the financial reform, improve the regulatory regime, and strengthen the risk-

monitoring management to ensure financial security and stability.

2.Formulate and issue Supporting Polices and Measures for the
Software Service sector as soon as possible

Document No. 18, issued by the State Council (June 2000), which pertains to support the
development of the software and IC sector, will expire by 2010. Mr. Guo Jianbin, the Deputy
Director of the Software Service Department of the Ministry of Industry and Information
Technology (MIIT), recently expressed that the department will formulate and release policies
and measures encouraging the development of the software service sector as soon as possible.
A revised Document No. 18 with relevant policies will be issued at the earliest convenience
accordingly to the engaged departments and bureaus in the MIIT. The revised document will
mainly cover the following:

(i) Increasing corporate income tax break;
(ii)) Setting up of earmark supporting fund;

(iii) Application of a preferential policy to new forms of software business such as information
service and outsourcing.

We believe that the software industry supports the national economy in two ways: (i) The
application of ICT in the industries is a measure to upgrade and consolidate the productivity
of equipment manufacturing; and (ii) The vigorous development of the I.T. service will improve
and pave the way for the service to coordinate the operational efficiency of the economy

while creating jobs. Investors might wish to focus on the two aspects for opportunities.
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3. Software and Service Industry in a new context amid the Financial Crisis

Since 2008, the American financial crisis has stirred up the global financial market, bringing
considerable impact on the global software and service industry. The crisis has four
characteristics cited below:

(i) The global demand slows down;

(i) The service outsourcing market was affected to some extent. The I.T. expense of
American financial industry was down by nearly 40%, Year over Year income growth rate
was down by 30% plus in the outsourcing enterprises in India, the outsourcing market in
Japan was down by more than 10%, and the software outsourcing growth rate in China

was down to around half of last year’s level;
(iii) The growth rate of big enterprises falls;
(iv) More investment and financing barriers are present for enterprises.

With the impact of the financial crisis, there will also be some adjustments and new
opportunities for the development of the software and service industry as well: (i) New
growth in open-source software; (ii) Promising E-commerce market for SMEs; (iii) Fast
development of cloud-computing-based network service; and (iv) New opportunities from

industrial consolidations.

The software and service industry is an important support of the economy, particularly
during the depression through saving costs, improving efficiency, and integrating resources.
Although this industry has been affected by the global financial crisis since the second half
of 2008, the crisis brought more opportunities for structural shift and development. The
revenue of the software and service industry in China maintains a high growth rate of 30% in
2008 indicating that the huge market in the country is buffering the impact from the global
financial crisis to some extent. The domestic market, faster structural shift, and resource
consolidation should propel the industry forward in a sound and fast manner, so that it could
play a bigger supporting role in upgrading the quality of the national economy and changing
its development mode.
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4. More downward pressure on the Electronic Industry

In the beginning of December 2008, a symposium attended by the representatives of the key
electronic enterprises was convened by the Operation Monitoring and Coordination Bureau
of the MIIT. According to the representatives, the prospect for the electronic information
industry in the coming two years is not very bright and the growth rate of major industries
will suffer a continuous slowdown due to the strong linkage between the global financial crisis
and the domestic market of China. Factors like the I.T. expense dropping faster amid further
global economic downturn, the growing ripple effect from more layoffs and budget-cuts in
multinational corporations, and the growing risk of a broken industrial chain due to the piling
up of closed SMEs will exert a negative influence upon the industrial development and market
sentiment. Based on the judgment of the representatives of the key enterprises and the
analysis of international consultancy companies including the IDC, Gartner, iSuppli and Display
Research, and others, the projections for the electronic information industry for this year, as
well as the next are as follows:

(i) Global I.T. expense is projected to reach 4-5% in 2008 and below 3% in 2009. Revenue
growth rate of the electronic information industry in China is projected to be around
16% in 2008 and with correct efforts will reach 15% in 2009;

(ii) Sales of color TV are projected to be down by approximately 10% globally in 2009;
domestic market will fare better with an estimated sales growth rate of 5%;

(iii) Computer sales are projected to reach a growth rate of 4% globally in 2008 and stay at
the same level in 2009. Laptop computer sales will be up by 10% plus; domestic sales
volume will be up by 20% in 2008 and 10% in 2009;

(iv) Mobile phone sales are projected to grow by 4% globally; up by 5% domestically, and in
2009, sales will stay at the 2008 level;

(v) Semiconductor revenue is projected to grow by 2% globally in 2008 with a possible
negative growth of 5-6% in 2009. Sales volume is projected to grow by 5% domestically
with the revenue up by 10% in 2008; sales in 2009 will stay at the same level with the

revenue down by 2%;

(vi) Software is projected to grow at 10% globally in 2008 while a lower growth rate is
expected in 2009, falling by 2-4 percentage points. The domestic growth rate is projected
to be 28% in 2008 and down to 20% in 2009.
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5.Monetary Policy designed to maintain growth in 2009

The Work Conference of PBOC and the National Forex Management 2009, which ended in
January 6, 2009 defines the term moderately easy monetary policy for the first time, as the
policy aiming at the increasing the total volume of money and credit in a proper manner,
keeping adequate liquidity in the banking system, and enabling a more active role of the
monetary policy in stimulating economic growth while maintaining a stable price. It is clearly
stated by the conference that the total money supply for 2009 is targeted at around 3-4
percentage points higher than the sum of the GDP growth rate and inflation, with M2 (broad
money supply) up by approximately 17%. A combination of policy instruments such as interest
rate, deposit-reserve ratio, and open market operations will be utilized to adjust the money
supply and demand in a flexible manner. Innovative financial instruments can also be applied
to maintain proper liquidity in the market, if necessary. It was stressed in the conference that
consumer lending should be encouraged properly, relevant lending policies and measures
formulated and implemented, specific growing aspects in consumer lending sector nurtured
and strengthened, and the initiatives of the citizens to improve housing supported. Before the
conference, additional growth in lending was estimated to be above RMB4.6 trillion yuan in
2009. In addition, it was stated in the conference that we should fully engage credit issuance,
direct financing and civil financing, strongly support capital market, stabilize stock market
operation, increase bond issuance, encourage equity investment, and facilitate the expansion

of direct financing channels.

6. Notification of Project Application under the Key and Special Projects
in Critical Electronic Device, High-end Generic Chip, and Fundamental
Software Product and the related guidelines issued by the Ministry
of Industry and Information Technology and the Ministry of Science
and Technology

Notification of Project Application under the Key and Special Projects in Critical Electronic

Device, High-end Generic Chip and Fundamental Software Product was released by the

Administration Office for the Implementation of Key and Special Projects in Critical Electronic

Device, High-end Generic Chip, and Fundamental Software Product on November 10, 2008. In

order to improve the independent innovation ability to master critical technology and upgrade

our technical level in relevant fields, we hereby release the guidelines for project application for
the year 2009 under the Key and Special Projects in Critical Electronic Device, High-end Generic

Chip, and Fundamental Software Product in line with relevant implementation requirements.
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1. Safe SoC

INDUSTRY DEVELOPMENT

The above mentioned guidelines cover the following areas and specific projects for application:

1-10High-security E-ID card, reading and writing device chips

. Multi-core CPU for high
performance server

2-10Research on the structure of a new type processor

. Safe and applicable
computer CPU

3-10Research and application of safe and applicable
computer CPU

3-21Research on the key technology of a new type of
heterogeneous multi-core CPU for 3C convergence application

. High performance
embedded CPU

4-1:Research and industrial application of self-developed
high performance embedded CPU

4-21Next-generation high performance embedded CPU

4-3Intellectual property rights analysis and evaluation for
high-end general chip

. Personal mobile
information terminal
SoC

5-10Research and application of the personal mobile
information terminal SoC

5-200 Adaptive multi-mode multi-RF chip

5-30Research in Digital assistant RF, power integration
technology

. Storage control SoC and
mobile storage chip

6-10Mobile storage chip

6-201Smart mobile storage control SoC

6-30Massive memory SIM chip

~N

. Digital TV SoC

7-10Digital TV SoC

7-20Mobile TV SoC

7-30Next-generation coaxial-cable broadband access chipset

7-40Digital family SoC development and industrial
application

8

. High performance IP
core technology

8-10High performance low power consumption embedded DSP

A. Embedded DSP for high density computing
application

B. High performance low power consumption
embedded DSP for terminal applications

8-20High performance critical IP core

A. Embedded high speed, high bit digital to analog and
analog to digital conversion IP core

B. Embedded multi-mode, multi frequency radio
transceiver IP core

Embedded high-density storage IP core

C.
D. Embedded PLA IP core

E. High-speed serial interface IP core

9

. EDA tool development

9-10Pilot platform for EDA tool application and SoC design
methodology research
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1-10R&D and industrial application of server operating system

1. High-credibility server

operating system 1-2Z1Compiling system and tool chain supporting domestic CPU

1-30Reference implementation of domestic operating system

2-TIR&D and industrial application of desktop operating system

2. Safe and easy desktop

operating system 2-20Multi-zone safe desktop operating system

2-30Firmware supporting domestic computer

3-10Real-time embedded operating system and

3. Real-time control development environment
embedded operating X X .
system 3-20R&D and industrial application of embedded software

platform of automobile electronic controller

4-1T0Network operating system for new-type network
application model

4. Embedded operating

system for network 4-21R&D and industrial application of embedded software

platform for smart phone

service
4-30R&D and industrial application for embedded software
platform for digital TV
5. Large universal 5-10R&D and industrial application of large universal DBMS
database management |2and matched kit
system (DBMS) 5-20Unstructured data management system

6-10Reference for implementation and platform of
domestic middleware

}1dNpoid 21eM1]OS |[eluswepuny

6. Middleware of network | 6-27R&D and industrial application of integrated
application service middleware set

6-30R&D and industrialization of domain-oriented
application platform

7. Office and word 7-10R&D and industrial application of integrated network
processing software OA software

8-1JKey application pilot project of basic domestic software

8. Key ICT application of |8-2Z1IPR strategy, ability, and service of basic software
basic software 8-30Testing and evaluation of universal basic software

8-40Testing of integrated domestic software application

7. The Catalogue of Advantaged Industries for Foreign Investment
in the Central-Western Region (Amended in 2008) promulgated
by the National Development and Reform Committee

On December 23, 2008, Decree No.4 of the National Development and Reform Committee (NDRC)
and Ministry of Commerce (MOFCOM) stated that The Catalogue of Advantaged Industries for
Foreign Investment in the Central-Western Region (Amended in 2008) as approved by the State
Council is hereby promulgated. It shall be enforced starting January 1, 2009. The Catalogue of
Advantaged Industries for Foreign Investment in the Central-Western Region (Amended in 2004)
promulgated in July 2004 (Decree No. 13 of the NDRC and MOFCOM of 2004) and the Catalogue
of Advantaged Industries for Foreign Investment in Liaoning Province promulgated in September
2006 (Decree No. 47 of the NDRC and MOFCOM of 2006) shall be repealed simultaneously.
According to the Provisions on Guiding the Orientation of Foreign Investment (Decree No. 346
of the State Council), foreign-invested projects that fall within the Catalogue herein may enjoy
the preferential policies for foreign-invested projects under the category of encouragement.
Foreign-invested projects under the category construction may be executed in line with the
provisions of the Catalogue and in accordance with relevant policies herein.
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8. Guidelines for the Application for Key Projects in Research and
Development (R&D) and Pilot Applications of UWB Wireless
Communication System under the 863 Program issued by the
Ministry of Science and Technology

The guidelines of the application for the key projects in R&D and pilot application of UWB
wireless communication system in the information technology field under the national hi-tech
R&D program (863 Program) was released officially in the last ten days of October 2008.

As a new communication technology emerged at the beginning of this century, UWB will be
one of the main methods for Near Field Communication (NFC) with promising applications
and market potentials. Continuous support through the 863 program for 7 years will help us
achieve significant progress in the R&D of key technologies of UWB wireless communication,
enabling a fledgling R&D ability in developing chip, software, and application system. The
technology for the systematic R&D and application innovations specific for industrial demand
is also available.

Through the program, we aim to achieve breakthroughs in key technologies including the
high-speed wireless transmission via carrier modulation and pulsed mode, low cost and
low power consumption chip design, and network building so as to produce a testing and
validating system based on an independently developed chip. In addition, we intend to expand
the application of UWB wireless communication technology, encourage technology application
in industries, and nurture the new scale growth in the I.T. field. The aims of the program are
listed below:

(i) Achieve breakthroughs in the key technology of high-speed wireless transmission carrier
modulation and pulsed mode and network building, propose a well-rounded UWB
wireless communication regime, and develop a universal solution platform of UWB based
on the independently developed chip and low-cost wireless node to build a testing and
validating network environment;

(i) Promote the UWB wireless communication practice through application innovations so as
to realize pilot applications including the in-door UWB wireless connection, UWB wireless
LAN, UWB through-wall testing/integrated communication system, and other systems;

(iii) Expand the application of the UWB wireless communication technology through a forum,
industrial alliance, or other forms; set up relevant standards, encourage technology

application in industries, and nurture a new scale growth in the I.T. area.
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9. Notification on Relevant Matters on Organization and Implementation
of the Special Program on Information Security 2009 by the General
Office of National Development and Reform Committee

In order to fully implement the work deployed in Opinions on Strengthening Information
Security Work by the Information Work Leading Group of the Nation (Z.B.F 2003 No.270and
the National 11th 5-Year Plan on Information Security (G.X.A 2007 No.2), promote national
competitiveness in the information security industry, strengthen independent controlling
ability on information system, and secure a healthy and fast development of the national
economy and ICT application for the society, the NDRC has decided to organize and carry
out the Special Program on Information Security 2009. Important items in this program
include optimizing industrial structure, improving product performance and function,
nurturing professional service, promoting standardization, supporting backbone enterprises,
and upgrading industrial competitiveness and independent controlling ability in critical
information systems, the focus of the program falls on the following aspects:

(i) Industrial application of information security products that support the national ICT
application and national information security infrastructure

a. Focus on the security application products based on a domestic creditable computing
chip and the industrial application of an integrated high performance application
product based on an independently developed cryptographic technology;

b. Focus on products like secured management of mobile storage, malicious code control,
E-file security management, on-line digital IPR protection, evidence collection from
electronic data, security and confidential examination, and similar products. Focus on
safety and security products for computers like the mobile terminal and desktop terminal,

industrial application of security management, and applications for wireless network;

¢. Focus on the industrial application of such products as safe operating system, safe
middleware, safe server, safe access equipment, safe storage, backup for disaster

recovery, and safe OA software;

d.Focus on the industrial application of a high performance application specific safe
chip and equipment, integrated products with high performance, and multi-security
function for the next-generation network.
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(ii)

(iii)

(iv)
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Professional service in information security for the fundamental information network

and important information systems

Focus on media-based data recovery, backup for disaster recovery, and emergency
response towards national information infrastructure and important information systems
like finance, electricity, and transportation systems. Focus on security testing, assessment,
and examination which support the national information security monitoring policy,
information release, and consultancy for information security related incident. Focus on

custodian service for monitoring and managing security status of information system.

Security standards system for the national E-government development and key standards
for the important information security products

Focus on the R&D of key standards for the national E-government development and
important information security products, which are related with information security
rank protection, risk evaluation, and security for information system which in turn is
related with national secrecy, emergency response, and disaster recovery backup and

security service.
Pilot program of information system adopting independently developed information equipment

In key areas like E-government, banking, securities, electricity, and electricity grid, the
focus is on the building of a pilot program of information system in line with information
security rank protection and adopting independently developed equipment, so as
to hasten the wider application of independently developed products in important
information systems and accumulate experiences for upgrading the security function of

important information systems.

Remark: Original text contributed by RFID China Alliance. If any discrepancy exists between the Chinese and English versions, the
Chinese version shall prevail.
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Background Information
e Company Name, job title and/or department

e Size of Company — No. of staff in Hong
Kong, Mainland China and Overseas

® No. of I.T. staff in Hong Kong, Mainland
China and Overseas

® Year of Establishment

® Service Coverage
a. Air-freight

b.Sea-freight (LCL/FCL/Non Containerized
Load/Buyer Consolidation)

. Sea-Air
.Warehouse and Distribution
. Contract Logistics
Customs Clearance and Brokerage
.Cargo Marine Insurance

=2 B 7 © e, O

.Rail-Cargo

. Lead Logistics (4PL)

j- Fair & Exhibition/Home Removal
k. Others

e Cargo Handling Capability
a. Dangerous Cargo
b. Reefer Cargo & Perishable Goods
c. Temperature Controlled Cargo (e.g.

Beverage)

e Core Industry Sectors:
a. Industrial
b. Life Sciences/Healthcare
. Retail
d. Consumer (FMCG)
e. Fashion/Apparel
f. Aerospace/Automotive
g. Hi-Tech

h. Others (e.g. Oil and Gas)

e Accreditation:
a. TAPA
b.1S09002
c. C-TPAT
d. Others, please specify

FREIGHT FORWARDING

Section A:

Current L.T. Application Level in Business &
Operation Process

In this section, we ask participants how they
typically do their business to identify information
flow and technology needs derived from their
business and operation process.

A generic work flow diagram applicable
for the industry sector being studied

® Does the company operate any “Freight
Management System” (or Operation
Management System)?

¢ If YES, please advise whether it’s a self-
developed system and how long does it
take for such development?

¢ If it's purchased from a technology provider,
how much does it cost? And the maintenance
fee incurred?

¢ How satisfied are you with the current
system? (1 = Less satisfied; 5 = Most satisfied)

® Does your FMS/OPMS provide the function of:
CRM, Reporting, Data Analysis, Load Planning?

® Have you integrated your FMS/OPMS with
external stakeholders, e.g. airlines, ocean
carriers, DTTN/Tradelink, shippers or consignees)?

* If YES, please describe the detailed integration.

¢ |If it's just for internal use, what kind of
the internal systems are being integrated
with? (Accounting/Finance, Sales/
Marketing, Warehouse Management ...etc)

e Does your company support the system
with Bl (Business Intelligence) features in
providing the analytical reporting function,
alert management, shipment trends, ABC
analysis in sorting out the top tier accounts?

® What are the key channels of communication
that your company used to receive bookings?
(e.g. Fax/E-mail with Excel file/Phone Call/
Web-Portal/EDI/RosettaNet/XML or others)

¢ Please advise the distribution of the
above channels in terms of percentage.

¢ Upon receipt of booking, do you have
any acknowledgement of receipt with SO
number to the shippers? If so, please advise
the channels of communication (through
phone call/E-mail/return fax/SMS or others)
and the distribution as well.
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® How does your company send bookings to
airlines and ocean carriers? (e.g. portal, fax
or other ways)?

¢ Do the airlines/ocean carriers send your
company space/order confirmation upon
receipt of your booking? And what are
the channels of communication?

® Have you encountered any challenges in the
booking procedures?

e Does your company spend plenty of
resource on data entry? If so, does your
company fully unitize the raw data for
airway bills/bill of lading and commercial
document preparation? How does your
company overcome this challenge? What
is the level of human error in data entry in
terms of %?

® Do the airlines/ocean carriers provide your
company with sufficient information? Is it
real time information? For example: the
cargo offload, space availability, schedule
delay, special offering? If so, please advise
the channels of communication? What kind
of extra information that you are looking
for from the airlines? How useful of this
information to your business and operation
process? And why?

®* Any systems to monitor the vendor
performance such as airline, ocean carrier,
trucker, warehouse provider, trucker and
sub-contractor? (In providing the KPI
analysis, historical records for the shipment
delay, damage, lost) Is it useful? Does your
company think that the tool in selecting
the optimized vendors based on the
pre-set criteria in considering their past
performance, costs, service readiness?

® Any systems equipped with interface with
terminals (AAT/Hactl/HIT/MTL/OnePort)?
If not, any portals your company is using
(Traxon, Ezycargo, One Port, GT Nexus,
INTTRA)? What is the major function of
these systems/portals? How useful? What
kinds of function need to be improved?

® While cargo/container delivering to the
terminal, any document signed back to
your company? Does your company accept
e-receipt?

FREIGHT FORWARDING

® Would you mind sharing your experience
in using One-Port to retrieve the e-Mate
receipt? (for ocean)

Any additional information does your
company expect from the terminal? Such as
the status of the cargo/container.

While preparing the cargo load plan/
container load plan, does your company
utilize any application or technology such
as cargo load optimizer, cargo optimization
system to facilitate the planning? If not,
why? In current, does your company only
make use of human expertise? How's the
effectiveness? Does it achieve your request?

® Does your company think that the system
in calculating the actual cost allocation on
each kg/CBM useful? (Case elaboration: The
DDU air shipment pickup from Dongguan by
consolidation truck via HKG gateway to L.A.
This involves truck cost, fuel surcharge, air-
freight, customs brokerage, documentation,
terminal charge, CFS...etc)

® Does your company think that the route
optimizer can enhance your carrier, routing
selection in multi-model and region hub
operation?

® For the cargo optimization and improving
the profitability, occasionally operation
department demands the heavy load cargo or
light weight cargo for balancing palletization.
Is it supportive if the system can provide the
historical record of the goods description and
nature and filter the customer information?
According to the immediate information, the
sales/customer service takes action to solicit
the cargo by special offering. (for air only)

Is the system of container load plan useful
for you? If not, why? (for ocean)

® Any issues in preparing e-manifest, customs
declaration? Is it time consuming? Currently
how to manage it? What kinds of technology
or system to adopt in this area?

e Any warehouse management systems
available (CFS warehouse/Air-freight Fast
Moving warehouse)? If so, is it self-developed
or purchased from the technology provider?
If not, does your company think that there is
no such demand?
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® How to avoid mis-handling - cross labeling,
cargo mix-up, cargo miss- loading?

® How to locate your cargo or shipment? By
manual record or by system? Is it necessary to
have a system to locate the cargo location?

e Any systems available for monitoring the
cargo unloading and loading process? By
CCTV or other technologies? If not available,
how to ensure the security and enhance the
visibility?

e Does your company manage your own trucks?
Or it's out-sourced to a trucking company?

® Any GPS or monitoring system to track the
truck/trailer activities? If so, how many
truck installed with those technologies? Is it
a mandatory? Does your company know the
technology of e-seal/smart container?

e While the cargo picked up from the terminal,
in case of abnormal case occurred such as cargo
damage found, wet...etc? Any potential needs
in taking the photos and recording down the
status in where the information given to the
operation department and the consignee is for
decision making on survey arrangement. (for
air) Any other critical challenges?

® How to handle the container damaged in the
process of the empty container collection
and heavy loaded container collection? Any
concerns and issues?

e Are the sales easy to view their sale performance
in term of target, tonnage, revenue, and the
numbers of new accounts...etc?

® |s it necessary to monitor the sales daily
activities? By mobile technology?

FREIGHT FORWARDING

® Any channels for the customer to respond the
issues of price, performance...etc? This will
help the company in continuous improvement?

e As for the DSO and credit limit issues, any
alert systems available to notify the sales or
operation for the shipment control? Is it useful?

® In the track and trace function, how’s close
to the real time? Is it necessary to be real
time? Any plan to enhance this competence?

® Any cargo security concern and issue along
the supply chain?

Show a multiple choice sheet for
participant’s selection

® Please click the following most describing
your current L.T. application.

¢ Totally manual, no hardware and software

¢ No knowledge and awareness of I.T.
application. The company has no I.T. solution
to solve for daily operating issues (except
MS Office, public email account, etc.)

¢ Have knowledge and awareness of I.T.
application but don’t use any L.T. solution
(except MS Office, public email account, etc.)

¢ Apply limited I.T. solution to automate a
specific area of operations (e.g. document
management system, warehousing system
but not full ERP, finance & accounting
system only, etc.)

¢ Full L.T. implementation with an integration
with other internal systems

¢ Full L.T. implementation with an integration
with both internal and external systems
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Section B:
I.T. Application Barriers & Concerns

In this section, we ask participants what are their

concerns and difficulties to apply L.T. solutions.

® \What is the biggest challenge your company
faces with technology adoption?
Please rate the selected items in terms
of the degree of challenge.
(1 = Less challenging; 5 = Most challenging)

data integration
limited budget
difficult to assess ROI

difficult to cope with rapid technological
changes

shortage of skilled I.T. people

user's recognition on application value is low
lack of industry/government support
complexity of application software

difficult to cope with rapid and vary customer
expectation

¢ other (please specify)

* & o o

* ¢ 6 o o

¢ \When deciding to enhance or upgrade your
technological capabilities and customer
offering, what are the most important
motivating factors?
Please rate the selected items in terms
of the degree of importance.
(1 = Less important; 5 = Most important)

improve operational efficiency

increase service performance

improve customer satisfaction

increase company profitability
differentiate themselves from competitors
build up long-term relationship

clear ROI

reduce human error

corporate image

other (please specify)

® 6 6 6 6 6 o o 0 o

® Please rank the following concern areas on
an |L.T. application:
* Price

People

Technology

Time

Solution Providers’ Capabilities

* & o o
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Section C:

Industry Trends/Characteristics

In this section, we ask participants how their
industry characteristics will affect their technology
application needs in the future.

¢ \What are some hot issues/trends of third party
logistics provider now? (Threats, opportunities,
new customer’s requirements, etc.)

¢ How would you see the impact of the
increased fuel service charge nowadays?

¢ Do you agree that I.T. capability is a critical
competitive factor in this industry?

¢ Do you foresee any micro/macro trends that are
going to impact your industry in the future?
Such as airline alliance and the termination of
ocean carrier alliance, Global M&A,

e How is this transformation going to affect
your business process? Such as financial
tsunami, Three Links, new China labor
law, manufactories removal, the change of
operation in China - processing trade to
domestic trade and self-investment

® Do they incur any implications on your
technology application needs? Such as
Wal-Mart mandatory in using RFID, wireless
Technologies, Web-Based Technologies...etc.
If so, what are they and why?
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Section D:

Future I.T. Applications

In this section, we ask the participants about
their expectation the needs of I.T. application,
we would then discuss with them about how our

centre would be able to develop the solution

® In coping with the severe competition, what
kinds of I.T. solutions your company plans to
implement? If NO, why?

¢ What business applications and how you will
automate them with technology in future?
¢ Customer relationship
¢ Purchasing/Supplier relationship
¢ Transportation process
Add-value activities
Warehousing & Distribution
Communication with internal & external
parties (e.g. Portal Technology and Electronic

Document Exchange)

Supply chain track & trace
Supply chain security
Compliance management
Forecasting/Event Management

¢ Business Intelligence

¢ Others (Please Specify)

What do you expect the % of the total cost
in your |.T. adoption?

What is your current spending (in terms of
% and/or absolute amount)?

What is your view on those initiatives/
technologies?

a. RFID

b. Wireless Application such as WiFi Network
¢. e-Documentation such as eFCR

d. Business/Operation Intelligence

e. SaaS

FREIGHT FORWARDING

Section E:
R&D Demand & Aspiration

In this section, we ask participant what
industry/government support are needed in
|.T. adoption

Do you have any expectation for
government/R&D Centre in helping the
industry in term of short-term & long-term?

Show LSCM'’s 2008 R&D Roadmap for
participant to comment

In which areas of LSCM R&D roadmap are
you interested in? And what other key
technology initiatives would your company
be interested?

Are you interested in participating in R&D
projects if such R&D project can resolve
your business problems and improve your
company competitiveness?

If government is willing to support 90%
over the total cost of such R&D project, are
you willing to invest together with other
companies within the industry the remaining
amount and share the project deliverables?
Can you think about the possible themes/
topics for such joint R&D project?

If government is willing to support 50% over
the total cost of such R&D project, are you
interested to invest the remaining amount and
own the IP rights of the project deliverables?

Do you think the function and long-term
goal of the LSCM R&D Centre contributes
to strengthening Hong Kong’s economic
competitiveness? If not, why?
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APPENDIX C

READER OPINION FORM

Thank you for reading the LSCM Market Intelligence Report. In order to improve the quality of
the report and its value to the industry, we invite you to complete this reader opinion form.

1. How do you find the report comprehensive and useful? Does it reflect industry
problems and technology needs?

2. Does the report contain sufficient detail? What other contents you would like to include
in the report?

3. Which parts of the report are the most useful to your work?

4. How does the information in this report impact on your views of enabling technologies?

5. What improvements can be made to this report?

6. Do you have any other comments or suggestions?

7. Would you recommend your colleagues/partners reading this report?

Name 0O Ir O Prof 0 Dr 0 Mr O Mrs O Ms

Company

Phone Number Email

Thank you for your feedback. Please return the completed form by fax: (852) 2299 0552 or email
to klam@lIscm.hk.
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MEMBERSHIP APPLICATION FORM

Act Now!

& Apply Centre Membership
on or before
31 March 2010 to enjoy
Annual Membership
Fee Waiver!

Centre Membership Scheme

Promotional Terms and Conditions:
1. The promotional period is between 1 April 2009 and 31 March 2010 inclusive (the “Promotional Period”).

2. Applicant is required to submit the completed application form via mail or online channel together with all supporting documents within the Promotional
Period. A notification letter will be sent to the successful applicant by mail.

3. Membership application is subject to the LSCM R&D Centre’s usual membership approval procedure.

4. Membership and annual membership fee waiver for successful applicant will expire on 31 March 2010. Next membership year will be started on 1 April 2010,
annual membership fee shall be payable upon renewal.

5. The LSCM R&D Centre reserves the right to amend the promotional offers and these terms and conditions at any time without prior notice. In the event of
any disputes arising out of this promotion, the decision of the LSCM R&D Centre shall be final.

A member of Hong Kong R&D Centres
EREMBESRLMRE




APPENDIX D

MEMBERSHIP APPLICATION FORM

Application Form for LSCM R&D Centre Membership

Membership Categories (please select and mark with a tick)

Centre Membership Categories

O Individual Membership 0O Company / Institute Membership O Technology / Solution Provider Membership

Part 1A- General Information (For “Company/ Institute” & " Technology /Solution Provider” Membership Only)

Company Name (in English) (In Chinese)

Office Address / Correspondence Address Telephone Number

Facsimile Number

Email
Postcode Country Website
Name of Representative (in English) O Ir O Prof ODr OMr OMrs O Ms (in Chinese)
Position (in English) (in Chinese)

Business Registration Number Year of Establishment

No. of Staff (in Hong Kong) No. of Staff (outside Hong Kong)

Part IB - General Information (For individual Membership Only)

Name (in English) O Ir OProf ODr OMr OMrs OMs (in Chinese)

Correspondence Address Telephone Number

Email

Your Job (please specify your company name)

Postcode

‘ Country

Part Il - Industry (olease mark with a tick)

O Government O 3rd / 4th Party Logistics Service O Trucking

O Non-profit Organization

O University

O Technology - Hardware Vendor
O Technology - Software Vendor
0O Technology - System Integrator

O Shipping

O Freight Forwarding - Air / Sea
O Storage & Warehousing

O Carrier Services

O Cargo Terminal Operators

O Logistics & Courier Services
O Retailer

O Manufacturer

O Others, please specify:
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MEMBERSHIP APPLICATION FORM

Part Ill - Payment Method

By Cheque
Please issue a cheque for the appropriate amount made payable to “Hong Kong R&D Centre for Logistics and Supply Chain Management
Enabling Technologies Limited”. Please write the full name of your company at the back side of the cheque. An acknowledgement of
receipt will be returned to you within Ten(10)working days.

Issuing Bank: Cheque Number:

Part IV - Terms and Conditions

1. Membership commences on 1 April and expires on 31 March each year. Annual Membership Fee will be calculated on quarterly
basis (three months) for members joining at any time of the year.

2. Annual Membership Fee is payable upon application. Please issue a cheque payable to “Hong Kong R&D Centre for Logistics
and Supply Chain Management Enabling Technologies Limited”, and attach it to the application form.

3. Annual Membership Fee:
* Free (Individual Membership)
* HK$2,000 (Centre Membership - Company / Institute)
* HK$10,000 (Centre Membership - Technology / Solution Provider)

4. Applications for membership will be considered by the LSCM R&D Centre at the regular meeting scheduled for that purpose, the
entire application procedure will take around Forty-five (45) working days.

5. The applicant reserves the right of terminating the membership by giving no less than Thirty (30) days’ written notice to the
LSCM R&D Centre Office.

6. The LSCM R&D Centre reserves the right to use member’'s company name and logo for display in our official functions and
marketing materials.

7.The LSCM R&D Centre reserves the right to amend these Terms and Conditions at any time without prior notice.

Part V - Declaration of the Applicant

1. The applicant declares that all particulars given in the application are true and correct.

2. The applicant agrees to the Terms and Conditions and the Bylaws relating to Membership (Appendix 1).
3. The applicant agrees to pay the annual membership fee upon application.

4. The applicant agrees the information submitted can be used by the LSCM R&D Centre for membership related purpose.**

Authorization Signature: Position: Date:

(For company membership, please sign with company chop)

*About Your Information and the Personal Data Privacy Ordinance

The membership data can be used by the LSCM R&D Centre for membership related purposes such as production of the Members’ Directory, issuing membership
certificate, sending out circulars and publications, condlucting surveys, or other directly related activities in print or on-line format. If you wish to make alternative
arrangement or not to receive certain information, please inform us in writing. For unsuccessful applications, personal data collected will be destroyed after Six (6) months.

For LSCM R&D Centre Use

Membership Application Received on: Received By:
Approved at Regular Meeting held on: Membership Number:
Membership Class:
Remarks: Handled by:
Funded by: n
HONG KONG.
g Iﬁovaﬁon ﬁd 2 Et L) Centres
Technology Commission BEGRPL
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MEMBERSHIP APPLICATION FORM

Appendix 1

BYLAWS OF THE HONG KONG R&D CENTRE
FOR LOGISTICS AND SUPPLY CHAIN MANAGEMENT
ENABLING TECHNOLOGIES

ARTICLE | MEMBERSHIP

SECTION 1
Categories of Membership: Membership in the Centre shall be in Three (3)
categories as follows:

Individual: An individual membership shall be available to all person who is
interested in innovative logistics and supply chain related technologies

Company / Institute: An organization membership shall be available to all
companies / institutes, e.g. small or medium sized enterprises, venture
capitalists, R&D organizations and universities

Technology / Solution Provider: An organization membership shall be
available to all companies that provide solutions and technologies to end-user
companies, e.g. vendors, SI

SECTION 2

Membership Application Procedures: Application for membership in the Centre
shall be made by completing the prescribed form. The completed form shall
be returned to the Centre in person, by mail or through on-line submission.

In person / By Mail:

1. Obtain the application form in person from the LSCM R&D Centre Office or
download the form online.

2. Carefully read the Notes to applicant on the application form to understand
the requirements and procedure for application for membership.

3. Submit the completed application form and a copy of Business Registration
with annual membership fee* to the LSCM R&D Centre Office in person or
by post. Please issue a cheque for the appropriate amount made payable
to “HK R&D Centre for Logistics and Supply Chain Management Enabling
Technologies Limited”. An acknowledgement of receipt will be returned to you.

4. The LSCM R&D Centre Office will contact you for further information if

necessary and will inform you of the result of the application in due course.

The cheque payment will be settled only when the application is approved.

For membership enquiries, please contact the LSCM R&D Centre

Office at (852) 2299 0551 quoting your reference number or email us at

membership@Iscm.hk

*Applicable to company membership only

&

On-line Submission:

1. Select “Online Registration” under Membership of the Centre’s official
website at www.lscm.hk.

2. Carefully read the Notes to applicant on the on-line application form to
understand the requirements and procedure for application for membership.

3. Submit the completed form and select payment method.

(a) By Cheque

Please issue a cheque for the appropriate amount made payable to “Hong
Kong R&D Centre for Logistics and Supply Chain Management Enabling
Technologies Limited”. The cheque should be sent together with a copy of
Business Registration* to the following address within Two (2) weeks:

Hong Kong R&D Centre for Logistics and

Supply Chain Management Enabling Technologies
Room 202, Level 2, Block B, Cyberport 4

100 Cyberport Road, Hong Kong

(Ref.: Membership Application - Reference No. XXXX)

Please write the full name of your company at the back side of the cheque.
An acknowledgement of receipt will be returned to you.

(b) By Credit Card

Please input credit card information on-line and the annual membership
fee will be debited from this credit card only when the application is
approved. Please send a copy of Business Registration* by fax:
(852) 2299 0552 or email: membership@Iscm.hk within 2 weeks.

4. The LSCM R&D Centre Office will contact you for further information if
necessary and will inform you of the result of the application in due course.
For membership enquiries, please contact the LSCM R&D Centre Office
at (852) 2299 0551 quoting your reference number or email us at
membership@Iscm.hk

o

*Applicable to company membership only.

The LSCM R&D Centre reserves all rights to amend the Terms and Conditions
on the prescribed form at any time without prior notice.

SECTION 3

Membership Dues and Admission: Membership commences on 1 April and
expires on 31 March each year. Annual Membership Fee shall be payable
upon application. For renewal, Annual Membership Fee shall be payable on or
before the first day of the next membership year.

Annual Membership Fee:

Individual: Free
Company/Institute: HK$2,000.00
Technology / Solution Provider: ~ HK$10,000.00

Membership fee will be calculated on quarterly (three months) basis for
members joining at any time of the year.

The amount of Annual Membership Fee shall be determined annually by the
Centre provided that the Centre may in its absolute discretion reduce, remit or
waive any Annual Fee from or paid by an Individual, a Company/Institute or a
Technology/Solution Provider member.

SECTION 4
Termination of Membership: Memberships may be terminated:

(@) by resignation: A member in good standing, may resign at any time by
giving Thirty (30) days written notice, and no annual dues or any part(s)
thereof shall be refunded. Resignation shall take effect not earlier than
Thirty (30) days after receipt of the written notice by the Centre.

(b) by lapsing: A membership will be considered as lapsed and automatically
terminated if such member’s dues remain unpaid for Thirty (30) days after
the first day of the membership year; however, the Centre may grant a
grace period of an additional Thirty (30) days to such delinquent members.
Members whose membership has lapsed shall be allowed to rejoin as a
renewing member at the absolute discretion of the Centre.

(c) by expulsion: A membership may be terminated by expulsion as provided
in Section 7, Article | of these Bylaws, or any other conduct that is seriously
prejudicial to the Centre.

SECTION 5
Transfer of Membership: Membership of the Centre shall not be transferred or
assigned.

SECTION 6

Reinstatement: A person / company whose membership has been terminated
for non-payment of dues may be reinstated as a member upon payment of
the current annual dues. A person / company whose membership has been
terminated for any other reasons may apply for reinstatement as a new applicant
only as prescribed in Section 2 and 3 of this Article |. Reinstatement shall not be
granted to persons / companies with any outstanding indebtedness to the Centre.

SECTION 7

Rules of Conduct: These Guidance Notes apply to all Members. The Centre
may change or add any Rules from time to time provided that such changes or
additions are not contrary to these Bylaws.

(@) Members shall demonstrate a level of competence consistent with their
class of membership

(b) Members shall at all times act with integrity and contribute to society

(c) Members shall not infringe intellectual property rights including but not
limited to copyrights, trademarks, service marks, trade dress, design rights
(registered or not) and patents of other, and shall give proper credit for
intellectual property rights when usage of such right is granted

(d) Members shall respect the privacy of other

() Members shall be honest and trustworthy

() Members shall be fair and not to discriminate regardless of religion, gender,
disability, age, or national origin

(9) Members shall reject bribery in all its forms, and shall avoid engaging in
work or act that leads to conflict of interest situation

(h) Members shall seek, accept, and offer honest criticism of R&D work, and
to credit properly the contributions of others

SECTION 8

Personal Data Privacy Ordinance: The membership data can be used by the
LSCM R&D Centre for membership related purposes such as production of
the Members’ Directory, issuing membership certificate, sending out circulars
and publications, conducting surveys, or other directly related activities in print
or on-line format. If you wish to make alternative arrangement or not to receive
certain information, please inform us in writing. For unsuccessful applications,
personal data collected will be destroyed after Six (6) months.

SECTION 9

Amendments: These Bylaws may be amended by the Board of Directors
of the Centre from time to time at its discretion. In case of any discrepancy
between the Bylaws and the Memorandum of Association of the Centre, the
Memorandum of Association of the Centre shall prevail.
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MEMBERSHIP APPLICATION FORM

Centre Membership

Category Criteria and Benefits Annual Fee
Individual participates as an ordinary member.
N Members’ Benefit
Individual F
Membership e Entry to international networks of companies and researchers ree
e Have preference to participate in LSCM R&D Centre’s organized events (e.g. training,
conference)
Company / institute participates as an ordinary member, e.g. small or medium
sized enterprise, venture capitalist, R&D organizations and universities.
Members’ Benefit
e Entry to international networks of companies and researchers
e Access to LSCM R&D Centre’s project portfolio and information, provided that project
Company / Institute confidentiality is not comprised
Membership e Have preference to participate in LSCM R&D Centre’s organized events (e.g. training, HK$2,000
conference)
e Access to membership networks and member area on website
® Have preference to participate / sponsor / co-organize in LSCM R&D Centre's events
e Company name listed on LSCM R&D Centre website
e Have rights to display “Member of LSCM R&D Centre” on business card and other
various functions, occasions, materials and applications subject to approval
Companies that provide solutions and technologies to end-user companies. They will
have preference to participate / speak / sponsor / co-organize in Centre’s events.
Members’ Benefit
e Entry to international networks of companies and researchers
e Access to LSCM R&D Centre’s project portfolio and information, provided that project
confidentiality is not comprised
Technology / ® Have preference to participate in LSCM R&D Centre’s organized events (e.g. training,
Solution Provider Sl i) HK$10,000
Membership ® Access to membership networks and member area on website
e Have preference to participate / sponsor / co-organize in LSCM R&D Centre’s events
e Company name listed on LSCM R&D Centre website
® Have rights to display “Member of LSCM R&D Centre” on business card and other
various functions, occasions, materials and applications subject to approval
e Opportunity to champion new Supply Chain Management enabling technologies
e Eligible to participate in providing consulting and solutions to LSCM R&D Centre
community

Application Procedures

1. Obtain the application form in person from the LSCM R&D Centre Office or download the form online.
2. Carefully read the notes to applicant on the application form to understand the requirements for membership.

3. Submit the completed form and a copy of Business Registration with annual membership fee* to the LSCM R&D Centre Office in person
or by post. Please issue a cheque for the appropriate amount made payable to “Hong Kong R&D Centre for Logistics and Supply Chain
Management Enabling Technologies Limited”. An acknowledgement of receipt will be returned to you within Ten(10)working days.

4. Postal address: Hong Kong R&D Centre for Logistics and Supply Chain Management Enabling Technologies, Room 202, Level 2, Block B,
Cyberport 4,100 Cyberport Road, Hong Kong

5. The LSCM R&D Centre Office will contact you for further information if necessary and will inform you of the result of the application in due
course. The cheque payment will be settled only when the application is approved.

6. For membership enquiries, please contact the LSCM R&D Centre Office at 2299 0551 quoting your reference number or email us at
membership@lscm.hk.

* Applicable to company membership only
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Hong Kong R&D Centre for Logistics and
Supply Chain Management Enabling Technologies
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Contact Us

Hong Kong R&D Centre for Logistics and
Supply Chain Management Enabling Technologies

Room 202, Level 2, Block B, Cyberport 4,
100 Cyberport Road, Hong Kong

Telephone : (852) 2299 0551
Facsimile : (852) 2299 0552

Email : info@lscm.hk
Website : www.lscm.hk
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