[English Translation]

Knowledge Protects Your Achievement.
Interest Keeps Your Passion.
Both Help You to Develop a Unique IT Startup

[IT Pro - Hong Kong, 6 Feb 2013] The case for making big money is often
exaggerated. With every group of winners comes an even bigger group of losers.
Entrepreneurs fail for many reasons: loss of passion, competition, copyright issues,
etc. The reasons for failure outnumber the reasons for success. Entrepreneurs must
be aware of these obstacles. Many entrepreneurs have told us about the cash flow
problems and other obstacles that hurt the development of startup companies. We
interviewed Grand Award winner of the Entrepreneur Section in the 2012 Asia-Pacific
Information and Communication Technology Alliance (APICTA) Awards to
understand these obstacles from a passionate and legal viewpoint.

Failure Provides Knowledge and SkKill

Mr. Eric Yung, founder of Playnote, first created the startup in 1999 with some
professors from Hong Kong University of Science and Technology (HKUST). At the
time, MP3 music was not popular and MP3 portable players were nonexistent. “| was
a student at that time only. The three professors also had no business experience.
As a result, we learned everything by trial and error. Although it was difficult at the
time, | learned a great deal from these experiences and couldn’t have started the
company any other way,” Eric said.

“I've worked as an entrepreneur since studying at the university. At the time, there
was no startup funding help. And of course, there was no Science Park or Cyberport
either.” Now, there are many entrepreneur support systems. Eric said these support
systems are helpful. However, he said that many issues must be handled by the
entrepreneurs directly. “At the time, we needed to wait at a bank to open a bank
account. Other jobs, including sourcing, purchasing, etc. were also handled by us
directly. The situation is much better now. From the viewpoint of the company, if
entrepreneurs can concentrate on the core business and do not need to handle
those finance, accounting, etc. affairs then the company will be better off.”

“‘However, if from a personal growth point of view, entrepreneurs should understand
knowledge outside of their core business. This will encourage the growth of the
business,” Eric said. “You may have Science Park or Cyberport solve some of your
problems but you need to handle other problems by yourself at a later stage. If you
want to create another startup laer, all this past knowledge and experience can help
you to complete tasks immediately and you won’t need to learn from scratch. Actually,
all this knowledge is essential, no matter what business you’re in.”



Tip 1 for Entrepreneurs:

A company’s operation and minor details can be troublesome but they help you learn
more about business.

Interest Keeps Your Passion

The first product in Eric’'s entrepreneur life was an MP3 portable player. Now, his
current entrepreneur product is music education software--AURALBOOK. Both are
music related products. This is due to Eric’'s background. “I am a pianist and have
also worked as an orchestra conductor and tenor. | have also worked as a guest
lecturer at the Hong Kong Institute of Education to instruct future music teachers
about how to teach.” Eric said AURALBOOK is a unique product in the market and
there is no substitution at the moment.

“Music is a very large part of the consumer market. It is also a market with a high
barrier to entry,” Eric said. “There are 600,000 candidates for examinations for the
Associated Board of Royal Music School (ABRSM) around the world every year.
Among those candidates, 100,000 are from Hong Kong. Music is a universal
language. This market is huge but also requires solid knowledge and content. As a
result, not everyone can enter this market. There is still a lot of room for development
and this is why we concentrated in this music education market.”

“Of course, my own interests are a reason too. In order to maintain the passion of an
entrepreneur, income is very important. However, you must have the spirit of an
entrepreneur before a profit comes. If what you are doing is something you are
interested in, life will be easier. You will feel that it is meaningful to continue.
Furthermore, if you are an actual user of the product, you can understand the good
and bad points of the product more easily.”

“The reason some entrepreneurs start a business is not always interest, at the
beginning. They start the business just because they see a business opportunity but
they are not sensitive to the market. For example, if you don’t play electronic games,
you won't be sensitive to the games you are developing, won’t know whether the
game is really good for the player, won’t know whether the interface is user-friendly.
If you start a business just because you think the market is good and ignore other
factors, the success rate is lower than for a project you are interested in for sure.”

Tip 2 for Entrepreneurs:

We shouldn’t just consider money when designing a product. Personal interest is
also a key factor.

Combination of Technology and Timing

As the demand for music education products is huge, why release the AURALBOOK
now? Because related technology requires good timing. “It is not an easy job to
analyze with digital technology. If the analyzing report of a piece of singing requires



several minutes to process, the user won'’t be satisfied. On the other hand, if you use
a mainframe computer to process, you can get the result immediately but this cannot
be a business. In order to implement an idea, there must be available technology,
which can allow you to use the functions at a reasonable cost. This year is the best
time to start realizing intelligent music technology analysis.” Eric said AURALBOOK
could analyze pitches and beats of users’ singing, through the iPad’s computation
power. AURALBOOK will employ cloud-computing technology to record and further
analyze users’ performance.

“‘Many Hong Kong people learn music but there are not many professional music
teachers,” Eric said. “Music teachers from Hong Kong are usually very good at
playing piano and violin but may not know how to teach. Aural skill is also not their
strong point. The main objective of many Hong Kong students is taking the
examination. In many cases, even though percentage of the score based on the
aural test is low, whether you pass or fail the exam depends on this part. For
examination candidates, AURALBOOK is a very good tool to help them practice.”

The Cantonese version of AURALBOOK was launched in the Hong Kong market first
and then the English version was launched in the worldwide market at a later stage.
Eric said there are more music students in other areas and their target is to learn to
play a musical instrument long term. This is totally different from students in Hong
Kong. Playnote released the Cantonese version first in order to test the market. The
result was very good. Eric believes that music is a universal language. As a result,
the same learning model can be applied to other areas and countries. However, in
the English version, there is no local language style or wordings.

Tip 3 for Entrepreneurs
Sometimes, even though the innovation is far better than the current status and
situation, it may not be successful. We also need to consider the actual market for

demand and our own technical capacity.

Knowledge to Protect Yourself

Eric is an engineer and musician. He also graduated with a Bachelor degree of law
from the University of London. This unique combination led to Playnote becoming a
reality and the production of AURALBOOK. Eric said the idea of studying law is often
ignored by many entrepreneurs: “The key of an IT entrepreneur is innovation and
creativity, but it also involves legal problems like copyright, patent, etc. You will get
into trouble if you know nothing in this area. All your results may be stolen but you
cannot do anything.”

Eric illustrated this point with an example. In the last startup, the MP3 portable player
was very innovative in that year. No local lawyer could understand what it was about.
Even with a lawyer team in New York, Eric still needed to spend a lot of time
discussing with them so that the lawyer team could understand and know how to
write a patent related document. The fee involved is about one million. “After that
experience, | started to know patent and copyright related laws. But | will say if you



ask me about real estate law, | know nothing. For a company’s legal documents, |
will draft them by myself then pass them on to a lawyer to handle. It is unreasonable
for a company, which does not yet have a profit, to pay millions of dollars to apply a
patent. If you know the law yourself, many fees can be saved. That's why | suggest
entrepreneurs should do the hands-on work and learn the essential knowledge,” Eric
said.

Tip 4 for Entrepreneurs

Legal knowledge can not only protect yourself but it can also let you control your way.
You don’t need to have a lawyer to keep an eye on all legal affairs.

Don’t Be Replaceable

Due to this kind of training, Eric and Playnote became non-replaceable. Eric said that
during the panel judgement in APICTA, the judge asked him the question: Is your
product irreplaceable? Can other competitors copy it? “This is a tough question,” Eric
said. “There is nothing in the world that only you can think of and implement.
However, if you have some factors that other competitors do not have, your survival
capability must be higher than that of your competitors.”

“l told the judges that | am a musician and also a music teacher. | am an end user
and also an expert in this area. Besides, | am also an engineer and can utilize my
own technology knowledge to develop a product, which can fit the actual demand in
the market. Lastly, | am a lawyer and | have the legal knowledge to protect the result
from duplication by others. | don’t think | could have received this award without my
mixed background,” Eric said.

By combining so many factors, Playnote was able to receive the grand award. But, is
Eric the only one who can make it? Eric said, “Each entrepreneur’s case is different.
It is impossible to copy another one completely but the method of combining different,
special points is possible. Entrepreneurs should have a strong interest in the
company’s core business and learn the professional knowledge, which can benefit
the business. All knowledge learned can help you have a higher chance of success.
This model can be done by anyone easily.”

Tip 5 for Entrepreneurs

Finding the market opportunity successfully is only the first step. The most important
thing is to be irreplaceable in the market.
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