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Management Discussion and Analysis

FINANCIAL REVIEW

After the business integration in 2009 and in face of the changes
in the market and industry after the economic crisis, the Board of
Directors and the management of the Company adjusted
strategies to focus in the development of businesses with
competitive edges, aiming to expand its shares in specific markets
and the whole industry. Leveraging on the advantageous position
of our core businesses, the Company strengthened the
development of its product chain. Investment in research and
development were further increased, especially for the
development of new and upgraded products for advantageous
businesses, in order to maintain competitiveness of core products.
The Company also enhanced its brand promotion and marketing
activities by expanding the sales network and forming strategic
alliance with business partners to achieve synergy effects. The
Company was devoted to become a specialized provider of
integrated IT services, including the comprehensive solution
comprising the software and related services as well as embedded
systems, IT consultancy, assembling of systems, operation and
maintenance, outsourcing, and end products, for the internal
control of enterprises, telecommunication, government,
pharmaceutical, construction, taxation, finance, coal and
manufacturing sectors. The Group’s interim results show the
following trends:

(1) Satisfactory growth of revenue

During the reporting period, the Group recorded a turnover
of HK$1,290,401,000 (2009: HK$839,759,000),
representing an increase of 53.66% as compared with the
corresponding period of last year. IT services business
recorded a turnover of HK$537,630,000 (2009:
HK$521,907,000), representing an increase of over 3.01%
as compared with the corresponding period of last year. Its
segment results accounted for 63.31% of the overall results.
The total revenue from the international IT sales and IT
components trading segments amounted to
HK$752,771,000 (2009: HK$317,852,000), representing an
increase of 136.83%.
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(2) Decrease in profit

During the reporting period, gross profit was
HK$252,675,000 (2009: HK$227,341,000), representing an
increase of 11.14%, with gross margin of 19.58% (2009:
27.07%). Net profit attributable to shareholders was
HK$119,800,000 (2009: HK$163,354,000). Earnings per
share and diluted earnings per share were HK$3.18 cents
(2009: 5.12 cents) and HK$2.53 cents (2009: HK$3.71 cents)
respectively.

Decrease in gross profit margin was mainly due to: 1. the
revenue contribution from lower margin business such as
international IT sales and IT components trading increased;
and 2. the slight drop in gross profit margin of IT services due
to keen market competition.

And Net margin significantly decreased by 26.66% to
HK$119,800,000 (2009: HK$163,354,000) as compared
with the corresponding period of last year. The decrease was
mainly attributable to: 1. the increase in overall sales and
administrative expenses of 43.21% to HK$146,561,000
(2009: 102,340,000) during the reporting period as
compared with the corresponding period of last year,
because the Company increased its investment in marketing
activities and research and development to enhance the core
competitive edges of its products in face of market
competition and consolidation; and 2. the decrease of
government subsidies and grants during the reporting period
as compared with the corresponding period of last year.
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(3) Strong cash flow and sound liquidity

As at 30 June 2010, shareholders’ funds amounted to
approximately HK$1,534,818,000 (31 December 2009:
HK$1,439,440,000). Current assets were approximately
HK$1,851,232,000, including cash and bank balances of
HK$854,003,000, which were mainly bank deposits
denominated in Renminbi, US dollars and Hong Kong dollars
within three months of maturity when acquired.

Current liabilities were HK$421,866,000, mainly comprised
trade payable, amount due to fellow subsidiaries, other
payables and accrued expenses, and tax payable. The Group’s
current assets were 4.39 times (31 December 2009: 4.46
times) over its current liabilities. The Group had no bank
borrowings as at 30 June 2010.
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The Directors believe that the Group has sound financial position
with sufficient fund to satisfy its capital expenditure and working
capital requirements.
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CAPITAL STRUCTURE

On 24 September 2009, the Company entered into a
supplementary deed (“Supplementary Deed”) with the holder of
Preferred Shares, pursuant to which the Company and the holder
of Preferred Shares have agreed that during the period from 1
October 2009 to 30 September 2011, a dividend at an annual rate
of 6% shall be paid to the holders of Preferred Shares on a
quarterly basis, (i) as to one third (1/3) thereof (i.e. representing
2% per annum) by cash; and (i) as to two-thirds (2/3) thereof (i.e.
representing 4% per annum) by the allotment of additional
Preferred Shares (“Scrip Dividend”) in such number to be
calculated by dividing the amount of Scrip Dividend by the issue
price of scrip share. The issue price of scrip share shall be the
average closing price of the Ordinary Shares as shown on the daily
guotation sheet of the Stock Exchange for the 10 consecutive
trading days immediately prior to such dividend payment date.
Each scrip share is convertible into one Ordinary Share. Save for
the number of Ordinary Shares to be converted, the scrip shares
rank para passu with Preferred Shares in all respects. Further
details regarding the terms of the issue of scrip shares to the
holders of Preferred Shares was set out in the circular of the
Company dated 15 October 2009.

During the reporting period, a total of 4,584,389 scrip dividends,
each can be converted to one ordinary share, were issued to
Microsoft pursuant to an agreement dated 24 September 2009.
The remaining cash dividend of preferred shares at 2% was paid
by internal resources of the Company.

MATERIAL ACQUISITIONS

In April 2010, the Company , through Inspur Genersoft, a wholly-
owned subsidiary of the Company, invested RMB17,970,000 in
Beijing Shenzhou Aerospace Software Company Ltd ([ 1t 5 14 £F
fRRE AR A A ]) (“BISASC”), representing equity interest of
5.6% of the registered capital of BJSASC.

EMPLOYEE INFORMATION

At 30 June 2010, the Group had 2, 858 (30 June 2009: 2,611)
employees. Total employee remuneration, including the Directors’
fees and contributions to the Mandatory Provident Funds,
amounted to approximately HK$73,661,000 (20009:
HK$66,979,000) for the period under review.
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The Group determined the remuneration of its employees
according to their performance and experience. In addition to
basic salaries, discretionary bonus and share options may be
granted to eligible employees with reference to the Group's results
and the employee’s individual performance. In addition, the Group
has provided its employees with Mandatory Provident Funds and
medical insurance coverage.

CHARGES ON ASSETS

As at 30 June 2010, none of the Group’s assets was pledged (31
December 2009: nil).

FOREIGN EXCHANGE EXPOSURE

The Group’s sales and purchase were mainly denominated in US
dollars and Renminbi. The Group did not use any derivative
instruments to hedge against its currency exposures. The Directors
believe that with its sound financial position, the Group is able to
meet its foreign exchange liabilities as and when they become
due.

CONTINGENT LIABILITIES

As at 30 June 2010, the Group had no material contingent
liabilities (31 December 2009: nil).

scussion and Analysis
EEEFNWE DM

AEERBEEEZRE KREEES
¥ AKRE2EEXERFENETZ
RAMEERBIRTELRFAIZ
BIBTEAL R BB A - LN - AR E TR A
ETRHERGIM BB NBERRE

BE K

EERHA

BIE—Z-ZFRA=1tH XEEH
BV ERER(CETAF+ A=+
—H: &\ -

SMNEE [ B

AEEZRBERHEEEIBZARTRIAR
BitE - AEBEYEBEREFAITETA
R nEEERR - EEH8E E4AK
BPBHEARRIBRZBEAT  NEEKH
e R HMIMNER(E

HAREE

R-F-FTHEXA=TA  ALELE
EARREECEEAF A=+
) e

BMEEAERAT —T-TssmEs O O @



)
o
-

1

1

Management Discussion and Analysis

EEENWRDN

BUSINESS REVIEW

The PRC economy continued to improve in the first half of 2010.
However, competition in certain sectors was significantly
intensified. With the support of our shareholders as well as the
cooperation and diligence of all of our staff, the Company
achieved a satisfactory operating result by focusing in the
development of our business with competitive edges (& ¥t %8
7 B B%). Based on the plans formulated at the beginning of the
year, the Company has capitalised its edges in IT services business,
and further optimized and adjusted its existing structure according
to customer and market demands for enhancing its specialized
management and coordination. More efforts were put on the
establishment of systems for market and product development for
the expansion of its domestic and overseas markets and
strengthened the scale and market share of its core business.
Through its commitment to research and development, its
competitiveness was enhanced along with continuous
improvement in its technological and service capability and
efficiency. The Group expanded its core business and maintained
its leading position or edges in the IT services industry with a focus
on integrated solutions including software and related services as
well as embedded systems.

1. IT services business

The IT services business of the Group covers various sectors,

including corporate governance and control,

telecommunication,  government administration,
pharmaceuticals, infrastructure, taxation and finance etc.
Mainly engaged in software and related services as well as
embedded systems, the Company obtained integrated IT
services range from applications, IT consultancy, assembling
of systems, operation maintenance, outsourcing and

intelligent terminal products.
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(1) Software and Embedded solution

(a)

Software and related services

During the reporting period, the Company
strategically developed its businesses with
competitive edge ( % 31k %8 5t B B8) and further
enhance its services by providing dedicated, caring
and professional customer services. Besides further
strengthening the development of general
products, the Company focused on particular
markets and allocated its resources in a well-
targeted manner, with an aim to equip our staff
with professional knowledge, rapidly expand and
refine our products and resolutions and further
enhance its capability of commercialization of our
research and development efforts. As a result,
competitive edges and sound expertise were
formed which make the Company distinguished
from its competitors. Through cultivating experts
who are familiar with customers’ businesses, the
Company was able to provide better services to the
customers by understanding their needs, which
sharpens the Company’s competitive edges.
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Management Discus
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The Company emphasis the importance of
technology development and plays an active role in
the formulation of national standards. Financial
Information Technology — Accounting Software
Protocol GB/T 24589.4-2010 (B 4% 15 BT & 5t
ZE B EER D), a national standard which the
Company led in its formulation, has passed the
experts’ appraisal. In addition, based on the in-
depth research of the latest IT technologies such as
SOA and cloud computing as well as domestic and
international advanced management concepts, the
Company studied the advanced structures and
management concepts of similar overseas products
through its international collaborations. In
addition, by understanding the sophisticated
requirements of the industry and our customers,
the Company formulated detailed product
roadmaps and implementation plans. The
Company has optimised its management of the
research and development, and launched a
consultancy and assessment program of CMMI5.
The Company will apply statistical approaches in its
research and development to evaluate the
effectiveness of its efforts for improvement. The
management team will also be restructured to
strengthen the management of R&D.

O (O Interim Report 2010  Inspur International Limited

NEIBRFRAMAIH - Bk
SEBERIZLENGIE @ &
SE#RBLGB/T 24589.4-2010
(B BEflT 5% E
IR E D) SRRIZE
EEBBTERTE - F
K+ ERAESOA - &
HESRTITRITERRA
INEEEE DR ER
I EREBAE#ReE
BHEBEIIREEROE
ERBENETERES  RE
WMURITEE BEFEMEET
koo BIET T AN ERZ
KERERAIR - Aal7E
EMEBRBEEFER
I IERX BB CMMIGHE 8 5T
il T— P BHRAENS
FERBMEEERRE
BUNELEBBERD
548 U8 R = B A E
WAABER  BefEs
BB - R
B R ERE SR
jj o



During the reporting period, the Company put
more efforts in the research and development of
GSP platform to build a cooperative and effective
management platform of research and
development. The Company launched a series of
products which are based on this platform, and
form a foundation for its entry into target markets.
In the first half of the year, the Company upgraded
its financial management software such as credit
risk management system as well as value and
performance management system; put more
efforts in the research and development of tax
decision-making supporting and analysing system
and anti-counterfeiting receipt lottery system. The
Company also enriched the ECGAP product line by
upgrading government public resources
management solutions and electronic monitoring
products to form integrated solutions of anti-
corruption. The Company integrated OSS related
resources, established a comprehensive business
centre with all functions including pre-sales,
marketing, R&D, construction and services. The
Company has expanded the new OSS business
based on ONEQOSS 2.0 system of China Mobile and
its competitive edges in integrated products. It also
launched new general GS5.2 products, therefore
its products and resolutions cover more than 30
industries including military, equipment
manufacture, construction, coal, pharmaceutical,
fast moving consumer goods, pensions,
government, public utilities etc.
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In the first half of the year, by adjusting its
organizational structure, the Company focused on
target markets and allocated its resources related
to research and development, sales,
implementation and services in a well-targeted
manner, worked closely with our customers to
provide better services. As a result, competitive
edges and sound expertise were formed which
make the Company distinguished from its
competitors. The Company’s taxation software
products are applied in Henan and Guangdong. Its
financial value and performance products gained a
number of new customers including China
Agricultural Bank Heilongjiang Branch, CITIC
Shenzhen, CITIC Tianjin and CITIC Shanghai. The
coverage of E-governance products extended to
Anhui and Hainan provinces, and successfully
provided IT solution services covering governments
of Shenzhen, Guangzhou, Hefei, Beijing etc. As at
the end of the reporting period, the Company has
remained to be the largest player in terms of
market shares, with its market covering 16
provinces with 68 prefectural-level customers. As
0SS telecommunication products have entered
new local and overseas market practice including
Chongging and Tanzania, the Company’s OSS
products have presence in the market of China
Mobile in 17 provinces, the market of China
Unicom in 5 provinces and the market of China
Telecom in a number of provinces. The products are
applied in 16 overseas countries.
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Management Discussion and Analysis

The Company undertook government projects
including Comprehensive Support Platform of SaaS
(Universal Management) (SaaS k7§ CGEREE)
LA EF &) from Ministry of Industry and
Information Technology and targeted its market at
specialised businesses. Focusing on the target
customers, the Company successfully established
strategic partnership with a number of major
customers, including CHANA, South Ordnance
Industry Corporation, HPGC and CASC, and
delivered projects to CCGRP and China Railway
Group. It also worked together with Midea and
CMB to provide delivery of electronic notes
nationwide. The Company also realised another
breakthrough in the transportation and
maintenance project of Sinograin and continued to
consolidate its leading position in a variety of high-
end sectors, such as group management, business
intelligence and supply chain.

In the face of the 3G era and immense
opportunities brought by the integration of cloud
computing and 3-network, keeping pace with the
concurrent applications trend in SAAS, cloud
computing, 3G network, logistic network’s
application for 3G and RFID, the Group will strive to
explore value-added businesses, including data
business and mobile payment, develop the
corporate software system and integrated
application, and accelerate the improvement of
CMMI5 in order to achieve scale expansion and
rapid development. It will grasp new and high-end
customers while maintaining relationships with the
existing customers. Investment in research and
development will also increase to maintain
competitiveness of products. The Company will
strengthen project management and develop
multi-project implementation system, which
further diversify the product lines, enhance market
sales capacities, expand market coverage and
market share, and organize major promotion
activities to further increase market influence of its
brand name.
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(b) Embedded systems and related services (b) MARERL R IEERE

Business intelligence terminal market in China has
huge potential, friendly used in banking industry
and government taxation and is experiencing rapid
changes and development. The Company has
identified and responded to the development trend
of this market and realized the importance of
improving its core competitiveness.

In the tax-collection machine market, since the
introduction of the concept of “tax management
based on invoices” and the relevant documents by
the State Administrative of Taxation in 2005, a total
of 14 provinces and municipalities have
accomplished tender of tax-collection cashier
machines. The Company has maintained its
leading position in the industry as it was selected as
the qualified supplier for 12 provinces and
municipalities, including Guangdong, Beijing,
Shanghai, Liaoning, Jiangsu, Heilongjiang,
Guangxi and Hubei. However, the pace of business
expansion in this market was slow and no market
expansion has yet commenced in some provinces.
In some provinces where the tenders were
completed, no large-scaled implementation has
been carried out, or the time span between the
completion of tender and the launch of promotion
activities was more than two years. In particular,
the recent new concepts of “tax management
based on information technology” ({2 &.%& #%) and
“E-filing of tax” (#4% ¥R #%) has an adverse impact
on the traditional “tax management based on
invoices” method. The market outlook was
affected significantly and players took a wait-and-
see attitude. The Company will respond to the
above adverse impacts by closely monitoring the
latest development of tax control measures,
conducting further research on market
competition, integrating business resources and
offering value-added services to both the tax
collectors and payers.
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Management Discussion and Analysis

In respect of the automatic rate-paying machine
("ARM") market, in 2009, the Company
developed ARM (B ) ## 15 4% s )
Bureau’s transformation from managing-oriented

in line with Tax

to servicing-oriented, which was the first
integrated and automatic tax reporting platform. In
the first half of the year, upon a further
improvement of its functions, ARM has
approximately 30 functions of automatic tax
reporting and filing and was put on trial in 16
provinces and regions including Shandong, Jilin,
Shanxi, Hebei, Chongging and Shanghai.

In respect of the automatic financial terminal
market, the Company has engaged Agricultural
Bank of China Inner Mongolia Branch,
Construction Bank of China Zhejiang Branch,
Agricultural Bank of China Chongqging Branch,
China Life and Huishang Bank as our new
customers in the first half of the year. As for high-
end products of E-banking, the Company has
engaged Agricultural Bank of China Henan Branch,
Agricultural Bank of China Shandong Branch and
Everbright Bank Shandong Branch as our new
customers to maintain its leading position within
this segment market.

As a result of the economic and social
development, it is necessary for the service industry
to improve quality, reduce costs, release workforce
and raise competitiveness by using automatic
equipment. Automatic equipment has great
market potentials. Amid the fierce competition, the
Company will strive to develop this market,
increase the added value of our products, and
further improve its ability of providing integrated
solutions, providing better services for our
customers and expanding the application of our
products in related industry and market.
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1

(2) Software outsourcing business (2) BHIBEEK

In respect of the software outsourcing business, the
Group provided the IT outsourcing (“ITO") services (such
as system application, development and maintenance
services, software product and embedded software
development, quality testing), the business process
outsourcing (“BPO”) services and the product
development outsourcing (“PDO") services (such as
semi-finished parts and platform development) mainly
for international customers. These services, ranging
from low to high end, offered comprehensive
technological support to customers.

In the first half of 2010, the global outsourcing market
saw a slow recovery with fierce competition. The
Company has expanded its business scale and
maintained profits by expanding its domestic and
overseas markets and services, and optimising its
business and personnel structure. The Company also
enhanced its cooperation with strategic contractors
such as Microsoft, NTT DATA, FITEC, KNT, Mitsubishi
and China Mobile in terms of developing products,
providing solutions, marketing and promotion in order
to maintain its advantages in product quality assurance
and testing, development of business applications,
telecommunication supporting systems and terminal
applications, and to maintain a sustainable and stable
growth of its outsourcing business.

During the reporting period, the Company further
increased its investments in BPO services to diversify the
outsourcing business and enhance its anti-risk capability.
In addition, based on the existing outsourcing projects
with Microsoft, the Company has further cooperated
with departments in charge of cloud computing and
copyright of Microsoft to expand related outsourcing
businesses. As at 2010, ISW was ranked among the top
5 in China software outsourcing services market by
CCID Consulting for five consecutive years, and was
selected in the Global Outsourcing 100 by IAOP and
Fortune Magazine for four years (ranking 37 among the
top 100 in 2010).
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Management Discussion and Analysis

International sales of IT products

The Group’s international sales of IT products cover the
provision of IT related products such as PC and notebook to
South America. During the reporting period, turnover of this
business amounted approximately to HK$351,363,000
(corresponding period of last year: HK$138,839,000),
representing an increase of around 153.07% over last year.
The amount accounted for 27.23% of total turnover of the
Group.

In view of its nature of low profits, long operating cycle and
high maintenance expense, more resources will be invested
for a long term, which is not in line with the core business of
the Group as an integrated IT service provider. The Board
decided to exit this operating business segment. However,
the Group will strive to complete all related outstanding
orders and commitments respectively. The outstanding
balances will be settled and this business will terminate by the
end of the year.

IT components trading

During the reporting period, components trading business
recorded turnover of approximately HK$401,408,000,
accounting for 31.11% of total turnover of the Group and
contributing to 24.99% of segment results. The Company
will maintain the stable development of IT components
business through enlarging its customer base and sales
channels.
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Management Discussion and Analysis

EEENWRDN

BUSINESS PLANNING

In the second half of the year, the Company will confront with
various challenges and keep its advantage edges in IT services
industry by implementing the strategy of “specialization”,
optimising and adjusting the existing organizational structure
according to the customers’ needs, increasing its investments,
further expanding both domestic and overseas markets, enlarging
business scales and market shares of its core businesses,
enhancing its R&D ability to raise competitiveness of products,
increasing its servicing ability and efficiency, enhancing its external
cooperation, merger and acquisition, optimising its value chain
and enhancing its ability to provide comprehensive solutions and
services in the core IT services industry.

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN THE
SHARES OF THE COMPANY

As at 30 June 2010, the interests and short positions of the
Directors and the chief executive of the Company in the Shares,
underlying Shares or debentures of the Company and its
associated corporations (within the meaning of Part XV of the
SFO) which were required (a) to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions which they were taken
or deemed to have under such provisions of the SFO); or (b)
pursuant to section 352 of the SFO, to be entered in the register
referred to therein; or (c) to be notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies (the “Model Code”)
contained in the Listing Rules, were as follows:

(A) Long positions in shares of the Company

Name of Directors

BEEEW 514

Beneficial owner

BEamEEA

Dong Hailong
HHEE
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Management Discussion and Analysis

(B) Long positions in underlying shares of
equity derivatives of the Company
Options in the Company (Unlisted and physically settled
equity derivatives)

EEENWR DN

(B) N2 RRALTA T A AIAEES
g o)
ADE 2B GEEDRENZK
ZRAHTETA)

Number of
Description of underlying Subscription
Type of equity derivates shares price
Name of Directors interests RABTE MHER G per share
EE=EB ) ITEWFHS W B BRIAEE
(note) HKS
(Kt &t) (&)
Sun Pishu Beneficial owner Share option 20,000,000 0.0648
B BEmEAA il g

Note: The share options were granted under the Pre-IPO Share
Option Scheme as disclosed in the prospectus of the
Company dated 20 April 2004. These options expire ten
years from the date of grant. Up to the Latest Practicable
Date, none of the above share options had been exercised.

(C) Short positions in shares and underlying
shares of equity derivatives of the Company

As at 30 June 2010, none of the Directors had short positions
in shares or underlying shares of equity derivatives of the
Company.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES

So far as is known to the Directors, as at 30 June 2010, the
following person (not being Director or chief executive of the
Company) had, or was deemed to have, interests or short
positions in the Shares or underlying Shares which would fall to be
disclosed to the Company and the Stock Exchange under the
provisions of Divisions 2 and 3 of Part XV of the SFO or who were
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Management Discussion and Analysis
EEEN®RDN

directly or indirectly interested in 10% or more of the nominal
value of any class of share capital carrying rights to vote in all
circumstances at general meetings of any member of the Group:

(A) Long positions in shares of the Company

EHEEHNEENTRAEBR TESNASE
EEMEMKEARBRERAS ERE
I £B RIS AFEE10%8, A FiERS

(A) RABRODEFE

Name of Shareholders

B R i &

Inspur Group Limited
RHEEER D F

Inspur Electronics (HK) Limited
REE T (BE)BRA A

Matthews International
Capital Management, LLC

Public Mutual Berhad

The Hamon Investment
Group Pte Limited

The Dreyfus Corporation

Type of
interests

4%

Corporate (note)
NCIRCOF:)
Beneficial owner
EmiEaA
Fund Manager

BEKE

Fund Manager
REKE

Fund Manager
RERE

Fund Manager
REKE

Note: Inspur Group Limited is taken to be interested in
1,354,390,000 shares due to its 100% shareholdings in the
issued share capital of Inspur Electronics (HK) Limited.

Approximate

Number of percentage
securities of interests
FiEzEREEBR (LEXARESHT
ROBE EEREFEIL
1,354,390,000 35.92%
1,354,390,000 35.92%
418,820,000 11.10%
227,750,000 6.04%
197,680,000 5.24%
195,405,000 5.18%

fifat - BRI BB R A R AR

ETF (ER)ARARDBEITEA
F100% A HE - Mt - JRFEER
PR A B4R 22 74 1,364,390,0004%

(B) Short positions in shares and underlying
shares and equity derivatives of the
company
As at 30 June 2010, no persons had short positions in shares
or underlying shares of equity derivatives of the Company.
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Management Discussion and Analysis

(C) Long positions in series A senior
redeemable convertible voting preferred
shares of the Company

EEENWR DN

(C) %R 54k nl BB B o] #2 % B
TREREERBROZEHE

Approximate

Number of Equivalent to percentage

securities  ordinary shares of interests

Name of shareholder Capacity fiEze & HER BOER
R A &4 BERROEE LTERYE Bok
Microsoft Corporation Beneficial owner 240,696,443 1,177,814,679 100%

BEamlEE A

Note: Holder of Preferred Share , Microsoft Corporation, has
agreed that in the event that it becomes entitled to exercise
or control the exercise of more than 28% of the voting rights
at general meetings of the Company (other than meeting of
the holder(s) of Preferred Shares), it shall not and shall
procure its nominee(s) not to exercise such portion of the
voting rights attaching to the Preferred Shares and/or Shares
in excess of 28% of the total voting rights at any general
meeting of the Company. At as 30 June 2010, the above
240,696,443 preferred shares convertible into
1,177,814,679 underlying Shares represented approximately
23.80% of the issued share capital of the Company as
enlarged by the full exercise of the conversation rights
attaching to the Preferred Shares.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the six months ended 30 June 2010, neither the Company
nor any of its subsidiaries had purchased, sold or redeemed any of
the Companys listed shares.

COMPETING INTEREST

During the six months ended 30 June 2010, none of the directors,
chief executive, initial management shareholders nor substantial
shareholders of the Company or their respective associates (as
defined in the GEM Listing Rules) had any interests in a business
which competes with or may compete with the business of the
Group.
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EEENWRDN

SHARE OPTION SCHEME

The Company adopted a share option scheme on 8 April 2004. A
summary of principle terms and conditions of the share option
scheme are set out in the section headed “Summary of terms” in
Appendix V of the prospectus of the Company dated 20 April
2004("”2004 share option scheme”). As at the reported date,
there is 20,000,000 share options were outstanding under 2004
share option scheme.

During the reporting period, no option has been granted or
agreed to grant under the share option scheme.

AUDIT COMMITTEE

The Company established an audit committee on 8 April 2004
with written terms of reference in compliance with the GEM
Listing Rules. The primary duties of the audit committee are to
review and supervise the financial reporting process and internal
control systems of the Group. The audit committee comprises
three independent non-executive directors, Mr. Meng Xiang Xu,
Mr. Liu Ping Yuan and Mr. Wong Lit Chor, Alexis. Mr. Wong Lit
Chor, Alexis is the chairman of the audit committee.

The audit committee has reviewed the report and has provided
advice and comments thereon.

CORPORATE GOVERNANCE

The Company applied the principles and complied with all the
code provisions set out in the Code on Corporate Governance
Practices (the “Code”) contained in Appendix 14 of the Listing
Rules throughout the period ended 30 June 2010, save as notice
of at least 14 days, as required under Code A.1.3, was not
adequately given for some regular board meetings which were
scheduled on dates such that most directors were able to attend.
Also, the chairman of the board, as required under Code E.1.2,
was not able to attend the annual general meeting because of
other conference committed.

The Company will improve its meeting scheduling and
arrangement in order to ensure full compliance with Code A.1.3
and E.1.2 in future.
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CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model code for Securities
Transactions by directors of Listing Issuers (“Model Code”)
contained in Appendix 10 to the Listing Rules. The Company has
made specific enquiry of all directors and has been confirmed that
all directors have complied with the Model Code during the six
months ended 30 June 2010.

By Order of the Board

Inspur International Limited
Sun Pishu

Chairman

Hong Kong, 30 August 2010

As at the date of this report, the Board comprised Mr. Sun Pishu,
Mr. Wang Xingshan, Mr. Chen Dongfeng and Mr. Dong Hailong as
executive Directors and Mr. Meng Xiang Xu, Mr. Liu Ping Yuan and
Mr. Wong Lit Chor, Alexis as independent non-executive Directors.

cussion and Analysis
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Condensed Consolidated Statement of Comprehensive Income (Unaudited)
EHHRSE2ZEBER (REE)

For the six Months ended 30 June 2010

The board of Directors (the “Board”) of Inspur International RHBEBER AR (ARG 2EEE
Limited (the “Company”) present the unaudited consolidated ([EF2E)MAZREARAREME L
results (the “Unaudited Consolidated Results”) of the Company A(REED#IEE=—T—FTF A=
and its subsidiaries (the “Group”) for the six months ended 30 BIEAEAZ REEZGEFE([RK
June 2010 together with comparative unaudited figures for the BERGEEBEDER_ZEZENFRBAZ
corresponding period in 2009.These interim results have not been ARBERLBHT - AARRBEREF
reviewed by the auditors of the company, but have been reviewed Bk E EFHEREEBRARRE
by the audit committee of the company. “EBEgHEH
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Condensed Consolidated Statement of Comprehensive Income (Unaudited)
FHRAREZENER (REE)

For the six Months ended 30 June 2010

Six months ended 30 June
BEAA=1THILEAEA

2010 2009

—E-ZF —ETNEF

Notes HK$’000 HK$'000
e FET FHE T
(unaudited) (unaudited)

(REFR) (R &%)

Revenue X 2 1,290,401 839,759
Cost of sales $HE AN (1,037,726) (612,418)
Gross profit EH 252,675 227,341
Other income H AU A 3 27,292 74,512
Administrative and 1TH R ZERY

Selling expenses (146,561) (102,340)
Amortisation of other intangible — E th £ 2

assets & = (9,939) (10,988)
Interest expenses FESH (7,533) (7,367)
Fair value change in convertible B[ # I ZE &)

notes classified as liabilities at NEEED)

fair value through profit or loss & Az 2,124 (4,270)
Fair value change in Preferred BERAREE

Share classified as liabilities at FE)TTAER

fair value through profit or loss (676) —
Share of profit less loss of JE(L B E A A

associates 2 F 15,823 824
Profit before taxation B A% A& 4 133,205 177,712
Taxation T IB 5 (13,291) (16,441)
Net profit for the period BRI BR B 1% )i A 119,914 161,271
Attributable to: e R A

Equity holders of the Company A A& 119,800 163,354

Minority interests DER R S 114 (2,083)

119,914 161,271

Earnings per share B A 6

Basic HAR 3.18 cents 5.12 cents

Diluted e 2.53 cents 3.71 cents
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Condensed Consolidated Statement of Other Comprehensive income (Unaudited)
EHHRSE2ZEBER (REE)

Net profit for the period
Other Comprehensive Income:
Exchange Difference arising
on translation of foreign
operations
Total Comprehensive Income for
the period

Total comprehensive income
attributable to:

Owners of the Company
Minority interests
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Six months ended 30 June
BEA~NA=1tHLEAREA

2010 2009
—E-ZF —ZETNF
HK$000 HK$°000
FETT FAET
(unaudited) (unaudited)
(RAEEZ) (CRAE#EZ)
119,914 161,271
12,064 1,217
131,978 162,488
131,938 164,571
40 (2,083)




Condensed Consolidated of Financial Position (Unaudited)
MG MBRRR (REET)

30.6.2010 31.12.2009

—E-ZF —EThEF
ANA=+H +tZA=+—H
Notes HK$°'000 HK$'000
K&t FETT FEL
(unaudited) (audited)
(K AE#E#) (4 #F1%)
Non-current assets RBEE
Property, plant and equipment Y% - BB R 80,194 86,662
Goodwill B 74,959 74,364
Other intangible assets EMmEREE 58,288 67,981
Available-for-saleInvestment AHEERE 21,116 567
Interests in associates B8 N Bl RE 2R 125,602 141,333
360,159 370,907
Current assets REBEE
Inventories EAY 180,573 261,561
Trade receivables Z 5 W R 8 189,974 188,604
Prepayments, deposits and FERFIE - e Rk
other receivables H {th e I BR 7k 67,125 35,307
Amounts due from customers B EFE L ITENRIE
for contract work 100,861 60,847
Amount due from fellow FE Y [F] &= B BT I & F)
subsidiaries A 8 282,448 195,940
Amount due from ultimate JE W B X 1 IR A R REE
holding company 8 176,248 42,538
Taxation recoverable A Y B 7 IR — 112
Bank balances and cash RITHEBERS 854,003 918,347
1,851,232 1,703,256
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Condensed Consolidated of Financial Position (Unaudited)
HRGZEMBRAR (REES)

30.6.2010 31.12.2009

—E-ZF —EThEF
ANA=+H +t=ZA=+—H
Notes HK$'000 HK$°000
Kt it FET FET
(unaudited) (audited)
(RAEFR) (4 &%)
Current liabilities nEBEE
Trade and bills payables B ZREMNRRRENEE 9 174,084 214,121
Other payables, deposits H A AT BR X
received and accrued Blize &
expenses JEETR X 103,520 93,801
Amounts due to customers for ~ ENEFEA#H TIEFIA
contract work 18,161 15,962
Amount due to fellow ANIEE SN NG -
subsidiaries 9 53,069 20,026
Amount due to ultimate BT S AR 1 IR N R ER
holding company 9 13,271 3,662
Deferred Income- government HESE W A — B AT 4 B
grant 1,280 2,575
Taxation payable JEBBIR 20,780 31,757
Dividend payable FETAR B 37,701 —
421,866 381,904
Net current assets REEEFHE 1,429,366 1,321,352
Total assets less current REERRBAEME
liabilities 1,789,525 1,692,259
Non-current liabilities FREBEE
Deferredincome-government EIEW A — BT AL
grant 13,605 8,449
Redeemable convertible ] FE [B] A] #2 iR 18 S AR
preferred shares 10 188,915 187,676
Convertible notes BRI ES 27,787 29,911
Deferred tax liabilities RAETIAEE 23,166 25,589
253,473 251,625
1,536,052 1,440,634
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Condensed Consolidated of Financial Position (Unaudited)
MG MBRRR (REET)

30.6.2010 31.12.2009

—E-2F —ETNF
AA=+H +=-RA=+—H
Notes HK$'000 HK$'000
Mt &t FET FET
(unaudited) (audited)
(K AE#FR) (#E#Fz)
Capital and reserves BEXRR#E

Share capital % 72 11 7,540 7,540
Reserves B 1,527,278 1,431,900

Equity attributable to owners RAREE AEGER
of the Company 1,534,818 1,439,440
Minority interests DY R RES 1,234 1,194
Total equity AR 1,536,052 1,440,634

BUEAEERAT —E-SEREEs O@



Condensed Consolidated Statement of Changes in Equity (Unaudited)
RERaBHRR (RKET)

At 1 January 2009

Bxchange differences
arising from translation of
OVerseas operation

Profit for the period

Total recognise proft loss)
for the period

Exercise option

Placing of new shares
Dividend paid
Minority interest in

a subsiciary Acquired

At 30 June 2009

At 1 January 2010

Exchange differences
arising from translation of
OVerseas operation

Profit for the period

Total recognise proft loss
for the period

Preferred shares
Dividend payable

At 30 June 2010

ENERAELL
EizE
L

HMERZL
e

BirkERE
(kg0

RERD

EERE

RARBREL
Eizk
HnRg

AnEED
ZBEHE

i
At

bl

St
==

k&

R-8-8F
RA=tH

Preferred
shares Share Retained
equity ~ option profits Minority
Share  Share  Special  reserve  reserve Translation (loss) interests
Capital ~ Premium ~ Reseve  EER  BRE  reene EEHA 0 Totdl 5% ol
Bx  BBEE HARE RARR fif Exdk (58 o RRER &3t
HKS000  HKS000  HKSO00  HKS'O00  HKSO00  HKS00  AKS00  HKSOO0  HKS00  HKS(000
Tin Tir TRt TH T TR TEr T TR T
6164 29553 9 17438 11,755 59943 3%,20 787,148 12810 800,018
— — — — — 1217 — 1217 — 127
- - - - - — 163354 1633% (2083) 161271
= = = = = 1207 16335 164571 (2083) 162488
504 26,793 - - - - - .97 - 0N
60 420265 = = = = — 4088 — 4088
- - - - - - (b2039) (E203) - (p2039)
— — — — — — — —  (10450)  (1045%0)
1288 4259 9 17438 11,755 61160 497535 1337802 B 138199
150 763257 9 17438 - 62431 588682 1439440 1194 1440634
- - - - - 12,138 - 12,138 (14) 12,064
- - - - - — 119800 119,800 114 119914
- - - - - 12138 119800 131938 0 13198
- - - 1141 - - - 1,141 - 1,141
= = = = = — @) @) — )
150 763257 9 18,579 - 1459 670,781 1534818 1234 1536,05
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Condensed Consolidated Cash Flow Statement (Unaudited)
MG EERER (REE)

NET CASH GENERATED FROM

OPERATING ACTIVITIES EEXEELANESEHE

NET CASH FROM (USED IN) FROM R EH (EBH) RIRE
INVESTING ACTIVITIES EKNBESRE

NET CASH FROM (USED IN) XE (EBH) REE

FINANCING ACTIVITIES E¥KENBEERE
NET INCREASE IN CASH AND

CASH EQUIVALENTS BERBASEEYEMFEE
CASH AND CASH EQUIVALENTS

AT BEGINNING OF PERIOD HARERRESEEY
EFFECT OF FOREIGN EXCHANGE

RATE CHANGES IEERIB oL
CASH AND CASH EQUIVALENT

AT END OF PERIOD,

REPRESENTED BY BANK HREAESRESEEY

BALANCES AND CASH RITERERS

Six months ended 30 June
BEAA=1THILEAEA

2010 2009
—E-ZF —TTNF
HK$'000 HK$°000
FETT FAET
(unaudited) (unaudited)
(RAEERZ) CRAE#EZ)
(79,549) 93,609
10,844 (46,938)
(1,954) 312,393
(70,659) 359,064
918,347 606,929
6,315 873
854,003 966,866

BUEAEERAT —E-SEREEs O



BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES

BASIS OF PREPARATION

The condensed consolidated financial statements have been
prepared in accordance with the applicable disclosure
requirements of Appendix 16 to the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited and with Hong Kong accounting Standard 34'Interim
Financial Reporting’.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis.

The accounting policies used in the condensed consolidated
financial statements are consistent with those followed in the
preparation of the Group’s annual financial statements for
the year ended 31 December 2009.

In the current interim period, the Group has applied, for the
first time, the following new and revised standards,
amendments and interpretations (“new and revised
HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA").
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Notes to the Condensed Financial Statements
GLEEE SR B s

BASIS OF PREPARATION AND PRINCIPAL 1. BEERFIEEFEE
ACCOUNTING POLICIES (continued) (#&)
HKFRSs (Amendments)  Amendment to HKFRS 5 as part BRAPERE TN\ FHEM
of Improvements to R (BFTAR) 2Z2BEBUB
HKFRSs 2008 HEEAZ
W - B A
BB BRE
ER|E55 2
EET AR
HKFRSs (Amendments)  Improvements to HKFRSs 2009 EEPMBHRE ZEENEFRM

HH(EFTA)  ZBBMHK
HELER 2

ok #E
HKAS 27 (Revised) Consolidated and Separate BB GFEL  GENRBLME
Financial Statements £275% wmx
(& 158])
HKAS 39 (Amendment)  Eligible Hedged Items BREEGTEN  SEREHIER
F395%
CHENY
HKFRS 1 (Amendment)  Additional Exemptions for BAEMBRE BHIXIRAE
First-time Adopters ERE 15 ZF8HN
(fE7TA) =g
HKFRS 2 (Amendment)  Group Cash-settled Share-based EEFEHRE SBEURE
Payment Transactions ZERIZE 257 KEE A AR D
CHEY) AR
ZRB
HKFRS 3 (Revised) Business Combinations BEMBERE OLELSH
AEBI| 55 355
(#&1&37])
HK (IFRIC) — Int 17 Distributions of Non-cash 5 (B miERE D IRIE
Assets to Owners PIFIERER REBE
RELZE®)
—REE17R

BUEAEERAT —E-SEREEs O@



BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES (continued)

The Group applies HKFRS 3 (Revised) Business Combinations
prospectively to business combinations of which the
acquisition date is on or after 1 January 2010. The
requirements in HKAS 27 (Revised) Consolidated and
Separate Financial Statements in relation to accounting for
the Group’s changes in ownership interests in a subsidiary
after control is obtained and for loss of control of a subsidiary
are also applied prospectively by the Group on or after 1
January 2010.

As there was no transaction during the current interim period
to which HKFRS 3 (Revised) and HKAS 27 (Revised) is
applicable, the application of HKFRS 3 (Revised), HKAS 27
(Revised) and the consequential amendments to other
HKFRSs has had no effect on the condensed consolidated
financial statements of the Group for the current or prior
accounting periods.

Results of the Group in future periods may be affected by
future transactions to which HKFRS 3 (Revised), HKAS 27
(Revised) and the consequential amendments to the other
HKFRSs are applicable.

The application of the other new and revised HKFRSs has had
no effect on the condensed consolidated financial
statements of the Group for the current or prior accounting
periods.
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Notes to the Condensed Financial Statements

BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES (continued)

The Group has not early applied the following new or revised
standards, amendments or interpretations that have been
issued but are not yet effective:

HKFRSs (Amendments) Improvements to HKFRSs 2010

HKAS 24 (Revised) Related Party Disclosures*

HKAS 32 (Amendment)  Classification of Rights Issues?

HKFRS 1 (Amendment)  Limited Exemption from
Comparative HKFRS 7
Disclosures for First-time

Adopters?
HKFRS 9 Financial Instruments®
HK (IFRIC) — Int 14 Prepayments of a Minimum
(Amendment) Funding Requirement*
K (IFRIC) —Int 19 Extinguishing Financial Liabilities

with Equity Instruments?

! Effective for annual periods beginning on or after 1 July 2010
and 1 January 2011, as appropriate

2 Effective for annual periods beginning on or after 1 February
2010

3 Effective for annual periods beginning on or after 1 July 2010

4 Effective for annual periods beginning on or after 1 January
2011

2 Effective for annual periods beginning on or after 1 January
2013

DL ESEE R e

1. MAUEERTESFTBE

()

AEE L EIEE KA TE B
R A2 AT RAG S TR 5
eSS R

ERUBHRE —T-TEEM
BRI (BETA) 2 BB

HEZER
2 BT
ERSFTER  BIEALHEE
52455
(& AE3ET)
ARG EN  HRzHE?
F325%
(1B FT )
BBV BHE BXRXRAALH
AR 158 BRI RS
(1B ET ) AR E 75
LB E 2
ERE R

EREMBEHRE SRIAS
HERIF 95k

&5 (B REESEXRZ
MBE®RER TR IR
ZEZE®)
—2EE145%
(B RTA)

B4 (BRI E ARKNITAEH
EHRENZE SRABS
= =&

! REZE—ZTFLA AT ——
F-A-BERMKRZFEMREE
o RBERIER ©

2 R-E-TF_HA - HIUARFER
ZFEHAMER -

P ORTE-TFL A BRI NURFER
ZFEEHMEER -

fORZE-—F— A HHARAR

ZFEEIRAER -
b ORZE-=F—H - HINURFR
ZFEHAMER -
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BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES (continued)

HKFRS 9 Financial Instruments introduces new requirements
for the classification and measurement of financial assets and
will be effective from 1 January 2013, with earlier application
permitted. The Standard requires all recognised financial
assets that are within the scope of HKAS 39 Financial
Instruments: Recognition and Measurement to be measured
at either amortised cost or fair value. Specifically, debt
investments that (i) are held within a business model whose
objective is to collect the contractual cash flows and (i) have
contractual cash flows that are solely payments of principal
and interest on the principal outstanding are generally
measured at amortised cost. All other debt investments and
equity investments are measured at fair value. The
application of HKFRS 9 might affect the classification and
measurement of the Group’s financial assets.

The directors of the Company anticipate that the application
of other new and revised standards, amendments or
interpretations will have no material impact on the results
and the financial position of the Group.

REVENUE AND SEGMENT INFORMATION

Revenue represents the net amounts received and receivable
for goods sold and services rendered by the Group, less
discounts, returns and allowances.

The Group's operating segments, based on information
reported to the chief operating decision maker (i.e. the
Group's Chief Executive Officer) for the purposes of resources
allocation and assessment of performance, was analysed on
the basis of the business nature.
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Notes to the Condensed Financial Statements
GLEEE SR B s

2. REVENUE AND SEGMENT INFORMATION

(continued)

Business segment

The Group is currently organized into four operating
divisions, namely trading of IT components, International
sales of IT products, software and embedded solution and
software outsourcing. Segment information about these
operating divisions is presented below:

2. BEHRTHER @

%i%/-\*

REBARSEANEBEFT - 25l

RITTHES

CITEmBEIERHEE - %

1 R R A ZURR IR 77 5 M EE #1814 4

BIREFE -

REEIRZEFXGE

F2FETESHREHNT :

Segment revenues and results

for the six months ended 30 June 2010 (unaudited)
BE_2-SERACTHLABRZREERI BUARESE
Information technology services

EEEMRE
International  Software and
sales of embedded software
Trading of IT IT products solution  outsourcing
components MER BAERRAR 003 Total
MTrHEs ERHE BARER PEER &e
HK$000 HK$000 HK$'000 HK$000 HK$000
FET TER TER TER TER
Revenue BEH 401,408 351,363 498,591 39,039 1,290,401
Segment results AECES 31,410 14,705 77,705 1,864 125,684
Unallocated income L ON 1
Unallocated corporate expense A AT ER R (2,218)
Fair value change in convertible T2 A% Z &)
notes classified as liabilities AT EEE)
at fair value through fTABE
profit or loss 2,124
Fair value change in Preferred B 2T 2 (&
Share classified as liabilities ~ £&):t \B %
at fair value through
profit or loss (676)
Share of results of associates  JEIHEE & A R4 - - 15,823 - 15,823
Interest expenses MEXZH (7.533)
Profit before taxation Bt AR 133,205
Taxation B (13,291)
Profit for the period FEREF 119,914
Reportable segment Asset AT E2RNAHEE 154,964 224,145 1,758,583 73,699 2,211,391
Reportable segment Liabilities BT 2RE A HEE 97,930 139,158 429312 8,879 675,339

RBEBEBEARRA

CE-BEAMEE O @



Notes to the Condensed Financial Statements
R 4R & B IS 3R R MY 5

2. REVENUE AND SEGMENT INFORMATION 2. EEHERIBBER @
(continued)
Business segment (continued) E¥ Sk NC-)

Segment revenues and results
for the six months ended 30 June 2009 (unaudited)
BEZZENEAAZTELEANARZAEEGRHBRARES
Information technology services
B E R IR%

International  Software and

sales of embedded software
Trading of IT IT products solution outsourcing
components MTER  HERRAS Eiges Total
TT#E5 B HE BARE HNEER e
HK$000 HK$'000 HK$'000 HK$'000 HK$'000
FEL FEL FAIL FAIL FAIL
Revenue BEE 179,013 138,839 482,229 39,678 839,759
Segment reslts NELE 12,440 9,274 165,956 2,690 190,360
Unallocated income AABRRA 1
Unallocated corporate expense AR EEH T (1,836)
Fair value change in convertible AR ZEM AT E
notes classified as liabilities &5t \B%
at fair value through
profit or loss (4,270)
Share of results of associates  HEE & A AIEE — - 824 — 824
Interest expenses FBZH (7,367)
Profit before taxation Bt A A ) 177,112
Taxation A (16,441)
Profit for the period ER AT 161,271
Reportable segment Asset BT EBRNAHEE 78,576 157,546 1,670,588 70,840 1,977,550
Reportable segment Liabilities AT 2HRMAH AR 52,030 113,055 468,642 5,624 639,351
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Notes to the Condensed Financial Statements

2. REVENUE AND SEGMENT INFORMATION

(continued)

Geographical segment

The Group’s operations are currently carried out in the PRC
and Hong Kong. The following table provides an analysis of
the Group’s turnover by location of markets for the six
months ended 30 June 2010, irrespective of the origin of the

goods/services:
Hong Kong BH
The PRC =8
Consolidated nE
3. OTHER INCOME
Interest income FLEUA
VAT refund HEB R
Government subsidies BT B Ko 47 Bl
and grants
Others HAth

RS M B mR M T

2. EXEREER @

b & 5 $8
AEEZEBEEBENEERPEE
170 Tk 25 AREBIZTIEMEN
(m%E QR 2 SR 252
CES Loy

Sales revenue by
geographical market
30 June

Rt B ™5 E 5

BLEAXA=+AH

ZANBRAEERSE
2010 2009
—E-ZF —TENF
HK$’000 HK$'000
FHETT FAET
(unaudited) (unaudited)
(REFR) (R &%)

401,408 179,013
888,993 660,746
1,290,401 839,759
3. HMEKKA

Six months ended 30 June
BEXA=1THIEAREA

2010 2009
—E-2F —EENF
HK$°000 HK$'000
FET FHE T
(unaudited) (unaudited)

(RAEF&) (RE&F %)

3,866 2,870
15,113 14,463
7,964 56,939
349 240
27,292 74,512

BUEAEERAT —E-SEREHs O@



Notes to the Condensed Financial Statements

RS M B RRME

4. PROFIT BEFORE TAXATION

Profit before taxation has B 750 AT A4 A A8 0 BR
been arrived at T3 FIBEEL
after charging:

Cost of inventories BREAINFERAR
recognised as expenses

Depreciation e

Amortisation of HEMhEmrpEEEH

other intangible assets

5. TAXATION

Current tax: MFH
Hong Kong e
PRC Enterprise Income Tax ~ A BIR¥ATEH

Deferred taxation PRAEFR IR

Hong Kong profits tax has been provided at 16.5% on the
estimated assessable profits for the period. Enterprise income
tax rates applicable to the Group’s subsidiaries in the PRC are
ranging from 10% - 25%, and have been applied to calculate
the Group’s PRC Enterprise Income Tax in accordance with
relevant laws and regulations in the PRC.
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BR %5 A AE R

Six months ended 30 June
BZEZANA=1tHIEAREA

2010 2009
—E-EF —EENEF
HK$’000 HK$'000
FHET FHETT
(unaudited) (unaudited)

(REFER) (REFE)

976,829 542,387
14,586 10,347
9,939 10,988

BiIE

Six months ended 30 June
BEANA=+tHILX@EA

2010 2009
—E-EfF —ETNF
HK$°000 HK$°000
FET FHE T
(unaudited) (unaudited)

(REFZ) (REEFE)

5,183 2,053
10,531 17,115
(2,423) (2,727)
13,291 16,441

BAME IR A BRE AT ERE
A B 16.5%F E o NEBER E
MEBARERANCEMGHEEA
10%ZE25% - FEMPEMERER
BB BEERERTE °



Notes to the Condensed Financial Statements
GLEEE SR B s

EARNINGS/ (LOSS) PER SHARE 6. ZBREF

The calculation of basic and diluted earnings/ (loss) per share BAFERRRERE ARG ER
attributable to the ordinary equity holders of the parent is BER RS RN TIRE T 5 8URE
based on the following data: o

Six months ended 30 June
BZEZAA=1tHIAEA

2010 2009
—E-ZF —ETNF
HK$’000 HK$°000
FET F&T
(unaudited) (unaudited)
(R E&E#%) (R &%)
Earnings B
Earnings/ (loss) for the FSTESRERZFFTHEA 2 & F
purpose of basic earnings (Bt R BIREFRB ARG BARNREH)
/ (loss) per share (Profit/
(loss) for the period
attributable to equity
holders of the parent) 119,800 163,354
Interest on redeemable ] FE 5] AT #2 IRE SR AR 2 I B
convertible preferred shares 7,532 7,367
Fair value change in Preferred 18 ci% 2 7 (B A&
Shares classified as liabilities
at fair value through
profit or loss 676 —
Fair value change in AR R
convertible notes classified A FEZEF AEE
as liabilities at fair value
through profit or loss (2,124) 4,270
Earnings for the purpose STESREERT
of diluted earnings FrER A 2 B F
/ (loss) per share 125,884 174,991

BUEAEERAT —E-SEREEs O



Notes to the Condensed Financial Statements
R 4R & B IS 3R R MY 5

6. EARNINGS/ (LOSS) PER SHARE (continued) 6. BRER @

Six months ended 30 June
BZEZANA=1tHIEAREA

2010 2009
—E-EF —EENEF
HK$’000 HK$'000
FHET FHETT
(unaudited) (unaudited)

(REFER) (REFE)

Number of shares BHEE
(in thousand)
Weighted average number of & & & & E AR R FTEH A

ordinary shares for the ZIntE e E Rk E B
purpose of basic earnings/
(loss) per share 3,770,121 3,192,441

Effect of dilutive potential ~ BE#EE @R 2 £
ordinary shares

— share options — BT 18,603 308,851
—redeemable convertible — AJHE B AT AR B R AR

preferred shares 1,174,169 1,171,398
— convertible notes — AR 2 21,446 42,893

Weighted average number 58 &% #5822 | Frik B
or ordinary shares for the Z hntE e E Rk g B
purpose of diluted

earnings/ (loss) per share 4,984,339 4,715,583
7. DIVIDEND 7. BE
The Board of directors does not recommend the payment of a EFEBEE_ZT—ZTFRA=T
dividend for the six months ended 30 June 2010 (six months HIEANEAPNKRESRHHKFES (ZEF
ended 30 June 2009: nil). NENA=FTHIEA@EA : &) -
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Notes to the Condensed Financial Statements

ARSI R RHME
8. TRADE RECEIVABLES 8. ESEIIRR
The Group allows an average credit period of 30 to 120 days AEERESEFREETHIAE
to its customers. 1208 9 BRARHA -
An aged analysis of trade receivables, amounts due from AT RE 5 R R e R 4
fellow subsidiaries and ultimate holding company at the MEAR REKERARREE R
balance sheet date is as follows: B AR R D AT

30.6.2010 31.12.2009
R-B-B& R-TThE
XB=+A +=A=+—A

HK$°000 HK$'000
FET FHE T
(unaudited) (audited)
(R ER) (F& &%)
Trade receivables B 5 WK

0-30 days 0-30H 89,024 127,263
31-60 days 31-60H 26,024 24,051
61-90 days 61-90 H 22,058 3,105
91-120 days 91-120 H 15,511 8,192
Over 120 days 120 HA £ 37,357 25,993
189,974 188,604
30.6.2010 31.12.2009
R=ZF—Z2F RIZThF
AA=+H +t=—RA=+—H
HK$°000 HK$'000
FET FHE T
(unaudited) (audited)
(CRAZER) (& &%)

Amounts due from FEY[F &= E I B A 7]

fellow subsidiaries

0-30 days 0-30H 264,482 39,031
31-60 days 31-60H 11,042 5,498
61-90 days 61-90 H — 14,294
91-210 days 91-210 H 6,924 137,117
282,448 195, 940

BUEAEERAT —E-SEREEs O



Notes to the Condensed Financial Statements

AR E R RMEE
8. TRADE RECEIVABLES (continued) 8. EFRURM @
30.6.2010 31.12.2009
R=ZB—FF RIZEZTNF
AA=+B +=A=t+-§
HK$’000 HK$'000
FHETT TFAET
(unaudited) (audited)
(RAEFR) (#eF&)
Amounts due from 6 S 2a) ) /NG
ultimate holding company
0-30 days 0-30H 11,185 42,538
31-60 days 31-60 B 155,137 -
61-90 days 61-90 H 2,459 —
91-210 days 91-210H 7,467 —
176,248 42,538
9. TRADE PAYABLES 9. EZEMNEX
Average credit period taken for trade purchases is up to 30 to E5BEERAFHR30HENR -
90 days. The following is an aged analysis of trade payables NTAEESENEKRZIRERNRSE
and amount due to fellow subsidiaries and ultimate holding BB A A R FE A B AR AE AR R B PA A
company for the purchase of goods and services at the BHMERR T

balance sheet date:

30.6.2010 31.12.2009
R-B—BF R-TTAF
AA=+H +t-A=+—H

HK$°'000 HK$'000
FET FET
(unaudited) (audited)
(RAZ#F#) (& &F1z)

Trade and bills payables Z S RENRR R EMNER
0-30 days 0-30H 125,214 175,329
31-60 days 31-60H 20,206 12,491
61-90 days 61-90 H 1,333 4,803
Over 90 days 90 H M £ 27,331 21,498
174,084 214,121
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Notes to the Condensed Financial Statements
GLEEE SR B s

9. TRADE PAYABLES (continued) 9. ESEMNERR %)

30.6.2010 31.12.2009
R=B—FF RZZETIF
ANA=+H +T-—H=+—H
HK$°000 HK$'000
FET FE T
(unaudited) (audited)
(RAEER) (& & #z)

Amounts due to e RS EHE A A

fellow subsidiaries
0-30 days 0-30H 42,041 8,272
31-60 days 31-60H 351 33
61-90 days 61-90 H 3,173 3,392
Over 90 days 90 H A E 7,504 8,329
53,069 20,026
30.6.2010 31.12.2009
R=Z2—2F RZETHF
AA=+H +=—R=+—H
HK$°000 HK$'000
FET FAET
(unaudited) (audited)
(CRAZEZ) (F& &%)
Amounts due to ultimate i ANp S /NGl
holding company

0-30 days 0-30H 1,716 3,662
31-60 days 31-60H 82 —
61-90 days 61-90 H 10,022 —
Over 90 days 90 HEA E 1,451 —
13,271 3,662

BUEAEERAT —E-SEREEs O
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10. REDEEMABLE CONVERTIBLE PREFERRED 10. AT EE B o] 2 PR 18 ST AR

SHARES

The Company issued 132,964,342 and 101,315,217, 6%
Preferred Shares at HK$0.76 and HK$0.92 each on 8
December 2005 and 21 April 2006 respectively. The Preferred
Shares are denominated in Hong Kong dollars. The holder of
the Preferred Shares has the right to convert the Preferred
Shares, at any time from the date of allotment of the
Preferred Shares and up to 7 December 2011 and without
payment of any additional consideration at the conversion
rate of one Preferred Share to five ordinary shares after Share
Subdivision. If the Preferred Shares have not been converted,
they will be redeemed on 8 December 2011 at par. Interest of
6% will be paid annually until the settlement date. The
details of terms of the Preference Shares are set out in the
Company’s circular dated 28 October 2005.

On 24 September 2009, the Company entered into a
supplemental deed with holder of Preferred shares (the
“Supplemental Deed”). Pursuant to the Supplemental Deed,
the Company and the holder of Preferred shares have
mutually agreed that the interest of 6% for the period from 1
October 2009 to 30 September 2011 shall be paid on
quarterly basis (i) as to one third thereof (i.e. representing 2%
per annum) by cash; and (ii) as to two-thirds thereof (i.e.
representing 4% per annum) by the allotment of further
Preferred Shares (“Scrip Dividend”) in such number to be
calculated by dividing the amount of such Scrip Dividend with
the amount of the Scrip Dividend issue price. The Scrip
Dividend issue price is determined to be equal to 100% of
the average closing price of ordinary shares as shown on the
daily quotation sheet of the Stock Exchange for the 10
consecutive trading days immediately prior to such dividend
payment date. Each Scrip Dividend is entitled to convert one
ordinary share. Except for the number of ordinary share
available for conversion, all other terms of Scrip Dividend are
the same as Preferred Shares. Details of the terms of Scrip
Dividend issued to holders of the Preferred Shares are set out
in the Company’s circular dated 15 October 2009. The
Company issued 1,832,495, 1,866,903 and 2,717,486 scrip
dividend at HK$1.068, HK$1.037 and HK$0.73 each on 31
December 2009, 31 March and 30 June 2010 respectively.
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R-ZEZRF+_ANBR-_ZE
ANFEOA=Z+—H XAFHHIA
f% 0.76% 7t & 0.92% 7T # 17
132,964,326% & 101,315,217% i%
BERB6%MELR - BERNNBET
REM - BERZEEABEARLE
BEEABRBH-_"ZZTAF+=_AN
BEZZHA ONF) BAX MEM
HINCERE —RELEREARE
AR (RODHFE) 2 2B B
EERERARGD - BRAELR
REEBBRERD R ——F
TZANBUEEEER - REX
6% ZEEER - BRAELER R
EHERARREZEZTAF T A
ZHNBZBEHA o

R=ZZTZTAFALA=-_+TA ' XA
AHEEERBFEEAGTIMARZL
(MEREAN]) - NAF REXRE
EAMEREE _ZZAF+A—
EZT——FNA=+HHBHHARK
EY 6% E - (VEF=52— (B
BF2%) UBeZM  Ril=ZH 2
Z(AEF4%) BB H EEFEIMETR
S (TARKED) - BEEE &I
R E BB ARRK B BEITEE
o UBRREZTEETREREZ
IR BT BEARIEZ10E R 5 B B
REFIBEREMTEBRFEH WS
B100% ° FHUARNREHATERE
—RERR - BRAERE LT BRE
B o BARRA BB FT A H R 5k
BER—B - MEBERFEART
AR B ERFBERHR A AR Z
SEENFTA+RATENBE -
BEFEREZY AR RIEZZE
NnNE+=ZA=+—H ZT—ZF
=R=+—HEA~NAR=THDAZ
1.0685% T ~ 1.037/8 7T 2 0.73% 7T
%17 71,832,4950% + 1,866,903% &
2,717,486 % 8 Fo i A% B A% 2 -
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10. REDEEMABLE CONVERTIBLE PREFERRED

SHARES (continued)

By the end of June 2010, total number of 240,696,443
preferred shares been issued accordingly which is entitled to
convert into 1,177,814,679 underlying Shares represented
approximately 23.80% of the issued share capital of the
Company as enlarged by the full exercise of the conversation
rights attaching to the Preferred Shares.

The Preferred Shares contain two components, liability and
equity elements. Upon the application of HKAS 32, the
proceeds from issue of Preferred Shares have been allocated
between the liability and equity elements. The equity element
is presented in equity heading “Preferred shares equity
reserve”.

The movement of the liability component of the Preferred
Shares for the period is set out below:

Carrying amount at the REYZIREE
beginning of the
period/ year

Interest charges B

REAA 2 ) R TE LS
Coupon interest payable B E M B RIE R RET
included in other payables ~ FX & ENEREF S

and accrued expenses
Valuation ARE

Coupon interest paid

HE

B
o 2

RS M B mR M T

10. AT BB [B] AT #2 B 1B S AR ()

HE-_ZE—ZFTFA=1+RH —#
%% 17 240,696,443 %t % o] 85 #2 &
1,177,814,6790% 8 B8 i% 15 {h 2K 2 &)
EEEAITEE R 2 BT
WA 2B BITRAA23.80% °

BERBEMBL  2HB/BER
BARED - BEMBREERI2E
BMTA BEKEHEBELES
RBERBA o A DR BIRE
@R AR AFERIR -

BERBEIRD ZESHFINT -

30.6.2010 31.12.2009
R-B-BF R-TTNF
AB=tB +=A=+-H

HK$000 HK$'000
FETT FET
(unaudited) (audited)
(RASE%Z) (F=ZF1z%)
187,676 184,642
7,532 14,734
(1,954) (8,751)
(3.874) (2,949)

(465) —
188,915 187,676

BUEAEERAT —E-SEREEs O
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RS M B RRME

11. SHARE CAPITAL

Ordinary shares of
HK$0.002 each
Authorised:
At 1 January 2010

Issued:
At 1 January 2010

At 30 June 2010

F % 0.002 BT 2 BB

ERE
R-_ZE—ZFF—H—H

BE1T -
R-F-TF-A—H

RZZE—ZEFA=+H

All shares issued during the period rank pari passu with the
then existing shares in all respects.
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1. R
Number
of shares
B EE
‘000 HK$°000
F AR FAET
10,000,000 20,000
3,770,121 7,540
3,770,121 7,540
ERAH 2 EFEER 2 BEITRE

=ERZER -
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12. RELATED PARTY TRANSACTIONS

On 12 January 2009, the Company entered into a new
framework agreement (“New Framework Agreement”) with
Inspur Group Limited, substantial shareholder, which
integrate the current continuing connected transactions with
Inspur Group Limited and its subsidiaries (collectively referred
to as “Inspur Group”) under five categories of activities
which are in line with the current business model of the
Group. Apart from the amounts due from and to related
parties as disclosed in the condensed consolidated balance
sheet, certain of which also constitute connected transaction
under Chapter 14A of Listing Rule of HKEX, the Group had
entered into the following connected party transactions
during the period:

Supply Transactions HERXS
Selling Agency transactions #8552 # E
(1) Aggregate MBS &8
transactions amount
(2) The related QEEARE T
commission amount
Purchase Transactions KBRS
Common Services NERBRS
Transactions
Processing Transactions IR S
Software Outsourcing N AR 75

Services

RS M B mR M T

12.BEALIXRS

Note
K&t

(i)

(iv),
(v)

BUEAEERAT —E-SEREEs O

R-ZZEZNRF—-—A+ZRH ARHA
BEEABRRRAEBEBERAFME
I E (GihE RS ) 7] H#ME
R (FERBRE]) - BEATA
AIEOREE R HENEB AR E
BB ZEan REBERBEER -
RERAGEEERBRMEENE
Yol FE AN T R EE A T ORI - R
BFER S EMRAE14AAT - KK
EEAEAINRIEBUBEER
5 AEBARERY R T BB
Z

Six months ended
BEAA=1THIEAEA

30.June.2010 30.June.2009
—E-=F —ZETNF
HK$'000 HK$°000
FETT FAET
(unaudited) (unaudited)
(RAEERZ) (CRAE#EZ)
444,871 206,116
39,738 2,789

336 26

87,795 51,644
4,244 2,634
59,964 69,651
19,748 24,262
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12. RELATED PARTY TRANSACTIONS (continued)

Notes:

(i)

(ii)

(iif)

(iv)

(vi)

The Inspur group will, with reference to the market price, pay a
premium of no less than 1.5% above the purchase price paid
by the Group.

The Group appoints the Inspur Group to act as selling agency
in the sale of the products and services of the Group. In return,
the Inspur Group will receive a commission of 1% of the total
sale value of the products and services.

The Group will purchase the computer hardware and software
products by the Group from the Inspur Group. The price per
unit of the computer products and components purchased
from Inspur Group will be agreed between parties with
reference to the then prevailing markets prices of such
computer hardware and software products at the relevant
time.

The Inspur Group shall provide Common Services for use the
Group based on normal commercial terms through arm'’s
length negotiation or on terms no less favourable than the
terms available from independent third parties for provision of
similar services.

Inspur Business System Company Limited (“Inspur Business”)
has appointed Inspur Cheeloo Company Limited (“Inspur
Cheeloo”) to provide services of procurement of raw materials
of and assembling and manufacturing tax-collection cashier
machines at processing fee calculated at 5% of the value of
the raw materials (the “Cashier Machines Purchases”) and the
said rate is comparable to the rates in the market.

Software outsourcing services was charged to a related
company Microsoft Corporation at the standard chargeable
rate charged to third parties.
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12.BEALRXRE @
et -

(i)

(ii)

(iii)

(iv)

(vi)

AEBZEXNOBEETOR
1.5% A _EEE B H &8 M TOREE
°

AEEERRHEBREAEEE
SRHEZHERE RBEEY
TR 30 R B R 5 MR 1 %
2% -

AR ER B [P OROF 5% Bl 5K B T B AR
HER - RACEBHEZEME
mE Rt 2 EE  BRATNT2R
ZEEmNE BRREE R 2 mER

TE °

SRR E AN HRB AR
BIRHRT  REEBEGREA
F IR Bl gldm A OR 9 & B A E A
TREHEMT RAKEERERE
BR7% 16 RIERS o

RBARARGERARD RIERE
ERUMEXRERAAMRBERE
Wi 2 R R R AR R I BLE T AR
HARGIRTS - PRUREREY I T B R R
M BEZ5%E -

RBWEE L % = 75 R BB 3
HINEIRE T RE DA -
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