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Management Discussion and Analysis

FINANCIAL REVIEW

The Group's interim results show the following trends:

(1)

(2)

Satisfactory growth of revenue from
continuing operations

During the reporting period, the Group recorded a turnover
of HK$1,029,634,000 (2010: HK$939,038,000) from
continuing operations, representing an increase of 9.65% as
compared with the corresponding period of last year. IT
services business recorded a turnover of HK$572,725,000
(2010: HK$537,630,000), representing an increase of 6.53%
as compared with the corresponding period of last year. Its
segment results accounted for 32.15% of the overall results.
The total revenue from IT components trading segments
amounted to HK$456,909,000 (2010: HK$401,408,000),
representing an increase of 13.83%.

Decrease in profit from continuing
operations

During the reporting period, gross profit was
HK$253,922,000 (2010: HK$234,814,000), representing an
increase of 8.14%, with gross margin of 24.66% (2010:
25.01%). Net profit attributable to shareholders from
continuing operations was HK$41,712,000 (2010:
HK$105,095,000). Earnings per share and diluted earnings
per share from continuing operations were HK$1.1cents
(2010: 2.79 cents) and HK$0.99 cents (2010: HK$2.23 cents)
respectively.

Decrease in gross profit margin was mainly due to the
revenue contribution from lower margin business such as IT
components trading increased.
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Management Discussion and Analysis
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And Net margin from continuing operations significantly
decreased by 60.31% to HK$41,712,000 (2010:

BECEEBFFBREEFRE
KB T F£60.31%E %) A41,712,000

HK$105,095,000) as compared with the corresponding BT (ZZF—Z % : 105,095,000/
period of last year. The decrease was mainly attributable to: TTMEZRE 1  MEM S0
1. the increase in overall sales and administrative expenses of FNHALE - RTRALANERN

55.43% to HK$226,164,000 (2010: 145,506,000) 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 interest to loss HK$5,073,000 from
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(3) Strong cash flow and sound liquidity (3) EEEERE

As at 30 June 2011, shareholders’ funds amounted to
approximately HK$1,726,497,000 (31 December 2010:
HK$1,683,699,000). Current assets were approximately
HK$2,039,625,000, including cash and bank balances of
HK$1,312,261,000, 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$652,617,000, mainly comprised
trade payable, amount due to fellow subsidiaries, other
payables and accrued expenses, and tax payable. The Group’s
current assets were 3.13 times (31 December 2010: 2.92
times) over its current liabilities. The Group had no bank
borrowings as at 30 June 2011.
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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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Management Discussion and Analysis

CAPITAL STRUCTURE

On 24 September 2010, 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 2010,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 4,191,464 scrip dividends,
each can be converted to one ordinary share, were issued to
Microsoft pursuant to an agreement dated 24 September 2009.
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Management Discussion and Analysis
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EMPLOYEE INFORMATION

At 30 June 2011, the Group had 3,256 (30 June 2010: 2,858)
employees. Total employee remuneration, including the Directors’
fees and contributions to the Mandatory Provident Funds,
amounted to approximately HK$121,762,000 (2010:
HK$73,661,000) for the period under review.

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 2011, none of the Group’s assets was pledged (31
December 2010: 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 2011, the Group had no material contingent
liabilities (31 December 2010: nil).
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Management Discussion and Analysis

BUSINESS REVIEW

In the first half of 2011, the Company further developed the IT
solution business by leveraging on its expertise on software and
hardware technologies pursuant to its strategy of “developing
business with technical advantages”. The Company focused on
the provision of services and successfully developed high-end
customer base. The Company increased investments in the
research and development of cloud computing, logistic network
and other new technologies and launched new series of products
using cloud computing technology, including GS, eHr and BI,
which further enhanced the Company’s core competitiveness. The
Company strengthened its marketing efforts to consolidate its
market share. The Company will establish a solid foundation for
future development by converting itself into a cloud computing
solution and service provider and consolidating its position in all
niche markets in three years.

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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Management Discussion and Analysis
EEENWRDM

TR EZS R TIRHA :
(1) Software and related services (1) THRHEBRE

IT services business mainly include:

During the reporting period, pursuant to the strategy of
“developing business with technical advantages”, the
Company developed its high-end customer base from
promising industries by providing high level planning
consulting services and integrated solutions. The
Company distinguished itself from the rivals by
strengthening its competitiveness. In addition, the
Company successfully engaged talents to join its
professional team. The Company delegated more
responsibilities to product managers to improve the
efficiency in consulting, pre-sale coordination, R&D and
launching of products. With the implementation of
CMMI5, the Company further improved project
management and product quality. The Company
continued the research and development and launched
new or upgraded products such as GS, eHr, Bl, ECGAP,
tax planning and wealth management products. New
technologies and features of cloud computing and
logistics network are available in our products, reflecting
our product philosophy of “integrated, versatile,
sophisticated and intelligent”. We have improved our
internal control and risk management on operation,
budget management and supply chain. Our
comprehensive budget management system has been
upgraded to facilitate the closed-end target
management. We have improved our systems for e-
business, procurement control, inventory management
and online payment to support XBRL. In respect of
telecommunication software, the three major carriers
mainly use integrated systems for their network
construction. During the reporting period, the Company
strengthened its cooperation with three major carriers.
As one of China Mobile’s major software suppliers, the
Company participated in the R&D of integrated system
by China Mobile. The Company successfully bid for the
resource management and complaint conveying
systems of China Mobile in Guangdong, Ningxia and
Hebei, which will support the Company’s business
expansion in these provinces. On the other hand, the
Company actively identified opportunities in radio and
television broadcasting market to launched more OSS-
related products. The Company has entered into letters
of intent with some customers for the development of
pricing and network management systems.
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In the first half of 2011, the Company continued to
reorganize its business structure and marketing
department. Marketing activities are targeted to
different regional and segment markets. We cooperated
with the relevant government authorities and industry
associations to organize seminars and product
presentation. We regularly visited senior management
to maintain strong foothold in local markets to gain
shares in regional markets and segment markets. In the
first half of the year, the Company enlarged its market
shares by entering into new contracts with
telecommunication operators in Bolivar, Tajikistan for its
0SS products, which will be applied by 27
telecommunication operators in 24 overseas countries.
Our ECGAP product successfully bid for the approval
processing and monitoring system of Jiangxi provincial
government and public administration system of Anhui
provincial government. As at the date of this report, we
have approximately 100 customers of prefecture-level
government.

Embedded systems and related services

Business intelligence terminal market in China has huge
potential. In particular, with the emerging of new
technologies such as cloud computing, financial and
taxation terminal markets are 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.

(2)
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In the tax-collection machine market, during the current
period, our tax-collection products have been promoted
and applied in 14 cities in which we won tenders in
previous period. As there was no new tender in the first
half of the year, sales of traditional tax-collection
machine decreased. Taxation related products
developed by the Company, including integrated online
invoice machine (E#&FZE — 8 # ) , have been
facilitated with online function for tax-collection
machine products. In order to enhance the development
of the online invoice machine market, the Company has
set up a new department which is responsible for
further developing internet backup system and series of
online invoice terminals. The Company also conducted
trial run of such products in certain markets, and it is
expected to be commercialized in the beginning of next
year. The Company has also strived to develop other
products and solutions, and enhance its marketing
efforts and market shares through terminal equipment
manufacturers, operation and maintenance service
providers.

In respect of the automatic rate-paying machine
("ARM") market, the Company commenced the sales of
small amounts of self-developed ARM (& Bh#f# i 425 )
. It is expected that with the promotion and application
of the projects of the State Administration of Taxation,
taxation authorities in other provinces and cities may
follow and purchase such machines, which will facilitate
the development of the automatic rate-paying machine
market and further enhance the Company’s position in
the automatic rate-paying machine market. In future,
we will further optimize the product mix and functions
of our ARM products and reduce our costs to cope with
the adverse effect of relatively low pricing of our
competitors.

O (O Interim Report 2011 Inspur International Limited

ERERTIS - N QFHE
EmErEZAafie BEARN
14EETHRHERERES - L
FERLBEHNHNETHEEZE f—mub
IR E LIRS -
RIEAIRENERERE _m%z
ZRIBMBRmEMS  BF
BHEEEEMEKICE -
A A AN 58 1E 47 B = Th 35 89
WMAE - HEFIRERZFHEFT -
E-—IHERKEERRR
RINBHRAELm - LA™
GHTHEMER  FEERE
MEEMBEREREER - 270
FESIRBEEMEANE®
MA R WRERBBEL I &RE
MR EERGHEEAERES
NBEATIZHEENE - IBA®
B8 o

TEBRBEmmE » A7 A
W ENE NP KE
(ARM) » BERIE &G/ NILE
RSEE  TEETBEEZERBLRE
EMEREER BFEHEME
B BRAZEREE - i iR
BRMBESNTISER @ #
BN EE BB AR mTIBN
MG #E—FRA - 518 -
ARME REBi# — P TEEME
BRIIEE - TEIRREARA - I
ERBEFHFNEEHENT
FBME o



3)

Management Discussion and Analysis

In respect of the automatic financial terminal market,
the Company successfully won the bid for the automatic
terminal projects of headquarters of Agricultural Bank
of China and Bank of China. In addition, the Company
has actively responded to financial clients’ demands in
expanding third party value-added businesses by
increasing our investments in research and development
projects of various specific automatic terminal
machines, such as banking and medical automatic
terminals (3R B B B)4% % ) , automatic card-issuing
machines ( B B & ~# ) and automatic front desk
machines (&) . Such products are expected to
consolidate the Company’s competitiveness in the
automatic financial terminal market. The Company will
continue to enhance the development in the financial
industry and transform to a comprehensive service
provider by further optimizing and diversifying its
product portfolio, expanding market coverage and
improving its consulting and servicing capabilities.

Software outsourcing business

In respect of the software outsourcing business, the
Group has mainly 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 (such as data
processing, operation and maintenance outsourcing
and call center) as well as the product development
outsourcing (“PDQO") services (such as development of
software products, semi-finished parts and platform) for
top 500 corporations and outstanding IT companies in
the world.

(3)
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In 2011, the outsourcing market has recovered as
investments in IT market has gradually rebounded. The
Company actively optimized its business structure and
focused on the development in Europe, US, Japan and
China markets, particularly the continuous development
of applications in mobile communication industry,
embedded systems and terminal applications, software
testing, corporate management systems and data
processing. The Company has also maintain a long term
cooperation with Microsoft, China Mobile, NTT DATA,
FITEC and KNT to ensure relatively satisfactory operating
results of outsourcing business. The significant capital
investments in cloud computing, internet of things and
communication industry by various governments,
industrial and corporate clients have brought new
opportunities for outsourcing industry. The Company
has closely monitored the development trends of
emerging areas and integrated the technologies and
structures of its diversified product lines. In addition to
the establishment of cloud computing platform, the
Company has promoted technology innovation, system
development and application and maintenance services
to provide “one-site” outsourcing solutions to its
customers.

2. IT components trading

During the reporting period, component trading business
recorded turnover of approximately HK$456,909,000,
accounting for 44.38% of the total turnover and
contributing to 67.85% 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

3. Discontinued business - manufacturing and
sales of IT products

Given the low profits, long operating cycle, low gross profit
margin and high foreign exchange exposure in the
manufacturing and sales of IT products which are not in line
with the core business of the Group as an integrated IT
service provider, the Company terminated this business
segment by the end of 2010. The business recorded turnover
of approximately HK$351,363,000 in the corresponding
period last year, with a gross profit of approximately
HK$16,806,000 and segment results of approximately
HK$14,705,000.

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.
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Other Information

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

As at 30 June 2011, 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

ExE8 514

Beneficial owner
BEnlEs

Dong Hailong
T

@ O (O Interim Report 2011 Inspur International Limited

Type of interests

EERBRSTHRAERAEALQT
B HEROD2EERAR

RZZE——FRXA=1+RH ARAES
RITBARR AR RERBEZE (BF
EHr M EERAEXVEME T2 RE) 2
Bt - HEROHESFT - HE@IIRE
EHLEEROIEXVEETRESD R
EAMEARA NI rzEam AR
(BRREESEMERDBBIHRXRE
RRBREERA 2BEZ AR + (b
RIERE 7 M B RAIFI621R AL ALR
AATREFZELCMZERARKE + 3K
CRBELETRBME LT AR EEFELT
EHR P2 FESTRI([FESTRI) A/
EARB BRIz EmMORRIMT

(A) ARB R 2HF R

Number of Number of
securities interests
ERTEE MHAQFRSBT
B0 EE i =l 4
5,000 0.00%



Other Information

(B) AR RALTAE T AREE

(B) Long positions in underlying shares of

equity derivatives of the Company RHNEFE
Options in the Company (Unlisted and physically settled RAFZEREGEETREMRK
equity derivatives) ZRASTET )
Number of
Description of underlying Subscription
equity derivates shares price
Name of Directors Type of interests B A 67 4 1R AR 17 per share
EEER 54 TAWNHS W B BRAEE
(note) HK$
(P 5E) (&7T)
Sun Pishu Beneficial owner Share option (hoteT) 20,000,000 0.0648
AR E=ERAA R (Frat1)
Wang Xingshan Beneficial owner Share option (note2) 5,000,000 0.682
T H L E=ERAA B (Frat2)
Chen Dongfeng Beneficial owner Share option (hote2) 4,000,000 0.682
PR R &R EREEA B (frat2)
Dong Hailong Beneficial owner Share option (note2) 2,000,000 0.682
Epish- EREEA R (frat2)
Meng Xiangxu Beneficial owner Share option (hote2) 200,000 0.682
=B BEREEA fEfiE (fat2)
Wong Lit Choi Beneficial owner Share option (note2) 200,000 0.682
=219 EnEEA MR (Frat2)

Krat (1) BRERREBENR —_TZME
MAZ+RARABERERZ
ERNGEED GIEL S Fglksy
H e ZERERERE LB HR
AATFERIE - BEREER

Note: (1) 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. AIATEHHE - BB IR RE N R
11E -
(2) On 10 December 2010, the share option were grant to (2) RZE—ZEE+-_A+H H
other director under the option scheme. fth 5 S B FE AR M AR PR RS AR AR 5T
B -

(C) XDRBH RBEAITETR
B AP IR =R
R-T——4XA=+H HEE
FRAD A BAS 67 £ T A48
RARRA 15 A A -

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

As at 30 June 2011, none of the Directors had short positions
in shares or underlying shares of equity derivatives of the
Company.

BRUEBERAT —T——&emEs O O @



Other Information

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 2011, 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
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

Type of
Name of Shareholders interests
BRHESE 5%

Corporate (note)

NCIRCIF:D

Inspur Group Limited
RAEEBR AT

Beneficial owner

BESBEAA

Inspur Electronics (HK) Limited

RBEF (F8) BRAA

Matthews International Capital Fund Manager

Management, LLC REKIE

The Hamon Investment Group Pte Limited Fund Manager

REKE

The Dreyfus Corporation 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.

O (O Interim Report 2011 Inspur International Limited

FERREEMALIARG R
HEROZEERXR
MESRITHABHMAN R ——F

NA=TH TAWAT (WHFRARES
SATHBE) RIROSEEROF - #E
SR BEEREIRS KRB BRIIEXV
HE2RIDB2IENHEEAEMARNT R
BRI E AR - REEIE
EHRENSGEMNIRBBERL TERSE
EAmMEMmKEATARREAE LERE

EI BRI AR AN EE10% sk LA EHE

(A) ARBRODER

Approximate

Number of percentage
securities of interests
iz EARRQF
ERLTER B8 TE
&g 4= BEABESDLE
1,354,390,000 35.72%
1,354,390,000 35.72%
343,745,000 9.06%
262,050,000 6.91%
211,565,000 5.58%

BiaE - ARORBERAR A B RS

T (EB)BRARDEITRA

HI100% A% 4 - Bt - SRBEEA

R 2 7)1 48 A7 1,354,390,000%
BROFPHEA R -



Other Information

(B) 22 B) B £ B2 16 B A 40 B2 A
AETETANAER
R-B——FAA=+A E\A
TRAEDTRD HRASTET A
BARR 3 A A o

(B) Short positions in shares and underlying
shares and equity derivatives of the
company
As at 30 June 2011, no persons had short positions in shares
or underlying shares of equity derivatives of the Company.

(C) Z %I B = 4R 7] F [ ] 42 B Bt
TRERELRROZHR

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

Number of Approximate
securities Equivalent to percentage
fi2z  ordinary shares of interests
Name of shareholder Capacity ERELR HER B EE
BREE 27) RGEB EERHE ER1
Microsoft Corporation Beneficial owner 251,090,335 1,188,208,571 100%
EREAA
Note: Holder of Preferred Share, Microsoft Corporation, has Wiet1 - BEAERZFEEAMBEARER

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. As at 30 June 2011, the above
251,090,335 preferred shares convertible into
1,188,208,571 underlying Shares represented approximately
23.86% 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 2011, neither the Company

nor any of its subsidiaries had purchased, sold or redeemed any of

the Company’s listed shares.

B WMEHBRAR B REITESE
FIITEARRIREAE (BELK
FBEAZEHRIN 228%A £
BERE - AETE REREER
BEATERAREEABREAS
£ TEERR R SR P
HCREREHRABRERERE
28% - REx&EERTITEA -
i 48 % B 251,090,33550 &
1,188,208,571 % #H 8 i 17 & %
FRIGEARFEBEITEELER
FTOf 2 B T K 2 B 31T IR
K#923.86% °

BE  LEIEED RS

RBE-_ZT——F "A=1THLEREA
HIN - AR B SE AN B L R R
B HEHBEARRREMRMABL ©
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Other Information

COMPETING INTEREST

During the six months ended 30 June 2011, 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.

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. On 10 December 2010, a total of
60,100,000 share options were grant to certain employees and
directors of the group under the option scheme entitling the
holders thereof to subscribe for shares of the Company at an
exercise price of HK$0.682 per share.

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. Zhang Ti Qin 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.
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BmEMER

RBE-_ZF——FXA=THLAXEAR
B BIEARFESE  TTHREHR -
ERRABESEBIHMEA(EER LT
A R EA SR B 2 T AT AL
FZEBDHRA EMER -

B IR T

ARER-_ZZENEN A\ BRABK
HEE - BERARBRATERETEZ
TEGRARGHERBRERARR T
MEMA -+ RTENHBRERNMER
[ B R 5 oAl e B i &t SRR e
2| —#i ([20045F BT &) » AR
HFH - WARITE2004F BT 2B
T 4 #2 7220,000,0008% - R T —Z 5
T-A+H > ARFRERERRESE
1% 160,100,000 fE et T R £ B & T
BERESE FRBREREARIRITE
{EEM0.682/8 TR AR B

ABEHRA - ARABERHHFAER
H E T A -

EREES

R-ZZETMFEIANR - KRB DERR
FHRAZEOMBERERIEZEZE
T - ZERLZBETIZAREHRESR
5 B 2 B 75 R OB A2 o 7 AP B 4R
- BREEEH=RBUFNTES
HEFEBRE  REFEERBRNEE
AR - BNAEEREREZESIRE -

Z
54

EZZERCEHARE  YCOHHSE
REEERER -



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 2011, save as 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 E.1.2 in
future.

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 2011

By Order of the Board

Inspur International Limited
Sun Pishu

Chairman

Hong Kong, 29 August 2011

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. Zhang Ti Qin and
Mr. Wong Lit Chor, Alexis as independent non-executive Directors.

Other Information

TERERERTA
AEERBE-T-—FAA=TA
BTEFEEREHFELMERRLR
FRIEI2BERHERRAFAE 2
AR ) — E T AR b AR B 81 4R
W2 LEEARETAFNZ TG
(r=rall) -

ARAREREREZ B BMLHE LEY
ME o AR RRERTRIEE.2RE
\X ]

ERETRSREZBETH

ARRDRAER ETARAKMER105E
EETEFR B Z LMBEITAESTELT
EHRZX SR EST R ([FESFRI]) - K
NAERAMMBEZHEERER - BER
MAEEN _T——FXXA=+THIRX
EARNBEBTRETRIATZIFE

AEEG WD
REEERERAA
E2

BE —E——FNA-+NH

RABETZAR BEFSAEHNTE
FRIREL - FAIFELE  RRESE
EREBGESSE  REVIHTEEFER
HMBIELE - REGLERBRYILLE -
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Condensed Consolidated Statement of Comprehensive Income (unaudited)

FHRAEEEKER (REET)

The board of Directors (the “Board”) of Inspur International
Limited (the “Company”) present the unaudited consolidated
results (the “Unaudited Consolidated Results”) of the Company
and its subsidiaries (the “Group”) for the six months ended 30
June 2011 together with comparative unaudited figures for the
corresponding period in 2010.These interim results have not been
reviewed by the auditors of the company?but have been reviewed
by the audit committee of the company.
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Condensed Consolidated Statement of Comprehensive Income (unaudited)
HHFZSEZEWER (REEFH)

Continuing operations
Revenue
Cost of sales

Gross profit

Other income

Administrative and
other operating expenses

Selling and distribution cost

Amortisation of other
intangible assets

Interest expenses

Fair value change in convertible
notes classified as liabilities
at fair value through
profit or loss

Fair value change in Preferred
Share classified as liabilities
at fair value through
profit or loss

Share of profit less
loss of associates

Profit before taxation
Taxation

Profit for the period from
continuing operations

Discontinued operations
Profit for the period from
discontinued operations

Profit for the period

KFEREERE

BRE
HEMRA

E7
H A

THEREMEEEM

35 & K7y
H & A

MEX

A RERN A FE

(DN

BB AN

BEBRDAR

BE

BB AR

FERERE R E BN

B 352 Bt A
BiIR

2 g A
SFEL S

HR O BR B 18 04 A

ERIEER

B IR AR A

HA R A

%

Six months ended 30 June
BZEXNA=1+HIEAREA

2011 2010

—E——F —T-ZF

Notes HK$000 HK$°000
i ikza FET FE T
(unaudited) (unaudited)
(RAZEZ) (RAZZEZ)

(restated)

(E31)

2 1,029,634 939,038
(775,712) (704,224)

253,922 234,814

3 39,406 27,292
(122,141) (85,099)
(104,023) (60,407)
(8,088) (9,939)
(7,566) (7,533)

— 2,124

5 (676)

(5,073) 15,823

46,442 116,399

5 (4,879) (11,190)
41,563 105,209

— 14,705

41,563 119,914
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Condensed Consolidated Statement of Comprehensive Income (unaudited)
EHEAEEZERER (REET)

Six months ended 30 June
BZEZAA=+tHLEXEA

2011 2010
—E——F —T—TF
Notes HK$'000 HK$°000
Kt aE FET FHE T
(unaudited) (unaudited)
(KAEER) (RAE&F )
(restated)
(&%)
Profit for the period from ZAN/NCI) SR AP =
continuing and FEKLER
discontinued operations B R 1E R F
- Profit for the period from — R EEB IR T
continuing operations 41,712 105,095
- Profit for the period from — B R IEEBEI AR T
discontinued operations — 14,705
41,712 119,800
Non-controlling interests FEICEXFLE R R =
from continuing operations (149) 114
41,563 119,914
Earnings per share from BREAN —REFHE
continuing and KERDEIEED
discontinued operations 6
Basic AR 1.10 cents 3.18 cents
Diluted e 0.99 cents 2.53 cents
Earnings per share from BREN —
continuing operations REFECEER 6
Basic AR 1.10 cents 2.79 cents
Diluted e 0.99 cents 2.23 cents
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Condensed Consolidated Statement of Comprehensive Income (unaudited)
HHFZSEZEWER (REEFH)

Six months ended 30 June
BZEXNA=1+HIEAREA

2011 2010
—E——F —E—TF
HK$'000 HK$'000
FET FE&T
(unaudited) (unaudited)
(KRAEEFE %) (R#E&E%)
Net profit for the period HA R A 41,563 119,914
Other Comprehensive Income: Hith 2 e
Exchange Difference arising FIREIBINEE
on translation of EEZENZRE
foreign operations 38,326 12,064
Total Comprehensive HA P 2 T 4 A
Income for the period 79,889 131,978
Total comprehensive FE(E 2 E
income attributable to:
Owners of the Company ZAN/NEIE Z PN 80,653 131,938
Minority interests YRR S (764) 40

BRYEBERAT —F——ERREE O@



Condensed Consolidated of Financial Position (unaudited)
G SMBRRAR (REES)

Non-current assets
Property, plant and equipment
Goodwill
Other intangible assets
Available-for-saleInvestment
Interests in associates

Current assets
Inventories
Trade receivables
Prepayments, deposits
and other receivables
Amounts due from
customers for contract work
Amount due from
fellow subsidiaries
Amount due from
immediate holding company
Amount due from ultimate
holding company
Taxationrecoverable
Bank balances and cash

Notes

ft it

FRBEE

ME - BB KRB
[k
HtELEE
A ERE

LA NIE: $d

RBEE
FE
Z 5 MR 8
TERHIE - ZERk
H i JE U AR 3R
B EFELHIENRE

JRE s ) 5= [ Fff /B8 2~ m] SR AR

FEU B 1% R AL 2 Rl SRR

e Bx AR PRI 2 ] SR AR

A E IR
RITESREAE
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30.6.2011 31.12.2010
—E——F —F—=
AA=t+H +t=—A=t—H

HK$’000 HK$°000
FET FAIT
(unaudited) (audited)
(RAEHF) (FE g 1z)
91,287 101,124
78,958 77,174
47,435 54,969
22,242 21,740
124,822 127,019
364,744 382,026
166,429 170,361
252,668 243,819
60,189 70,023
84,077 65,532
100,730 82,917
59,499 59,555
3,772 1,402

— 2,532
1,312,261 1,343,682
2,039,625 2,039,823




Condensed Consolidated of Financial Position (unaudited)
BAGZESMBERREK (REET)

Current liabilities

Trade and bills payables

Other payables, deposits
received and
accrued expenses

Amounts due to customers
for contract work

Amount due to fellow
subsidiaries

Amount due to ultimate
holding company

Amount due to non-controlling
interests of a subsidiary

Deferred Income-
government grant

Redeemable convertible
preferred shares

Taxation payable

Dividend payable

Net current assets

Total assets less
current liabilities

Non-current liabilities
Deferred income-
government grant
Deferred tax liabilities

Notes

ft ot

RBAEE
B 5N R NN R B 9
Hi R, Dz S
KR

ENEFPAEHNIENA

JE A<t ) 5= I FfY /B8~ =) SRR

e AR PRI A R SUER

FEAT Bt B 1~ B R4 A 2
EIEWA — BT B

] [0 A 2 A48 ST A

FEBTIR
PR R B

RBEEFR
HMEERABDER

FRBEE

EFEWA — BT FHRE

EEFIAAE

BRYEBERAT —F——ERREE O@

30.6.2011 31.12.2010
—E——F =

~A=+H +t=-—A=+—H
HK$’000 HK$°000
FET FAIT
(unaudited) (audited)
(R EFE %) (FE & 1z)
181,567 282,723
154,109 110,306
23,709 39,389
22,340 20,027
21,632 14,618
3,131 3,060
1,830 5,085
203,074 201,400
3,309 22,274
37,916 —
652,617 698,882

1,387,008 1,340,941

1,751,752 1,722,967

— 11,475

23,078 24,852
23,078 36,327
1,728,674 1,686,640




Condensed Consolidated of Financial Position (unaudited)

ERGREMBRRR CREHFF)

Capital and reserves BEXR#E
Share capital AR R
Reserves f# %

Equity attributable to RAGIHE AEIHER
owners of the Company

Minority interests DEBRRER

Total equity B

O Interim Report 2011 Inspur International Limited

Notes

ft it

"1

30.6.2011 31.12.2010
—E——F —F—=
ANA=+H +=-—A=+—H

HK$’000 HK$°000
FET FAIT
(unaudited) (audited)
(RAEHF) (FE g 1z)
7,583 7,583
1,718,914 1,676,116
1,726,497 1,683,699
2,177 2,941
1,728,674 1,686,640




Condensed Consolidated Statement of Changes in Equity (unaudited)
REERBEBHRR (KRLET)

At 1 January 2010

Bichange differences
afising from translation of
OVerseas aperation

Profit for the period

Total recognise profit (oss)
for the period

Redeernable convertible
preferred shares
Dividend paid

At 30 June 2010
At 1 January 2011

Exchange differences
afising from translation of
Overseas operation

Profit for the period

Total recognise profit (oss)
for the period

Preferred shares
Dividend payable

At 30 June 2011

R-5-3£-F-8

BARRHELL
Eizd
BnRR

RZE-SEAAZTA

R-5--£-F-8

BNEEREEL
EizZ

Shia

AnEEDL
RaiE

B4

EfRE

R-B--ExAZ1A

Preferred
shares Share Retained
equity  option profits Minority
Share Share  Specal  reserve  reserve Translation (loss) interests

Capital ~ Premium  Reserve  EEE  BRE  reene  REHA Total 54 Total
BA  RHEE GREE  RugE B ENGE (BB 4% hRER )
HKS000  HKS000  HKS'000  HKS'000  HKS000  HKS'O00 - HKS'000  HKS000  HKS'000  HKS'000
FiErn FiEn Fin T fér  TEn  TAr A FiEn T
1540 763,257 92 17438 - 62431 588,682 1,439,440 1,194 1,440,634
- - - - VAL VAL (14) 12,064

- - - - - — 119,800 119,800 114 119914
- - - - — 12138 119800 131938 40 131978

- - - 1141 - - - 1141 - 114
- - - - - — (o) @) - (31.701)
7540 763257 2 18519 —  TA569 670781 1534818 134 1,536,052
1583 792,439 9 17438 969  12749% 72895 1,683,699 2941 1,686,640
- - - - - 38,941 - 38,941 615) 38326

- - - - - - 40 40 (149) 41563
- - - - - 38,941 4,12 80,653 (164) 79,889

- - - 61 - - - 61 - b1
- - - - - - (7916)  (37916) - [37916)
758 792439 2 1749 069 166437 73,749 1,726,497 171 1,728,674

BRYEBERAT —F——ERREE O@



Condensed Consolidated Cash Flow Statement (unaudited)

FRGERERER CREHF)

NET CASH GENERATED FROM

OPERATING ACTIVITIES BEEXRELENESEE
NET CASH FROM (USED IN) XE (BBAH) REKRE
FROM INVESTING ACTIVITIES EENWRESEE
NET CASH FROM (USED IN) xE (B8BAH) A&
FINANCING ACTIVITIES EBRNWRESRE
NET INCREASE IN CASH AND
CASH EQUIVALENTS HeERBESEEYEMNFEE
CASH AND CASH EQUIVALENTS
AT BEGINNING OF PERIOD HOBEESRESEEY
EFFECT OF FOREIGN EXCHANGE
RATE CHANGES IEERNE 22 &
CASH AND CASH EQUIVALENT
AT END OF PERIOD,
REPRESENTED BY BANK HERREREASEEY
BALANCES AND CASH RITEBERS
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Six months ended 30 June
BZEZAA=+tHLEXEA

2011 2010
—E——F —FT-ZTF
HK$’000 HK$'000
FET FET
(unaudited) (unaudited)
(RAEE%Z) (CRAZZE %)
(66,944) (79,549)
8,833 10,844
(2,034) (1,954)
(60,145) (70,659)
1,343,682 918,347
28,724 6,315
1,312,261 854,003




Notes to the Condensed Financial Statements

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, except for certain
financial instruments ,which are measured at fair values, as
appropriate.

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 2010 except as described
below.

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").

HKFRSs (Amendments) Improvements to HKFRS Issued
in May 2010

HKAS 24 (Revised 2009) Related Party Disclosures

HKAS 32 (Amendment)  Classification of Rights Issues

1.

RBEEBEERLA

RS M B mR M T

RAEEERFTESFEER

mBLESE
AELFEEREEZCERATBHRR
TREEESFAMASRM IS
BEBERE =+ 5 H85 &
SRR EWRAUNE B R1625
AR ERRkim kR -

EFEFHE

7R B R BT 5 R 3R Y 1R $ R S B
REEELEETHHTADRA
T (%ER) 3 H -

NEBRGEE B HREANERA 25
BEDEREE—_T—ZTFE+_H4
=T HILEFEREEFETBER
KT 2 g5 BUR M T E R
G o

RAPHEE  AEED BRRN
HEESHEASEMZ NIFH R
RIERTHVER] ~ BRI AR 2R (15
MIETBEAMBHRELER]) -
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2 B
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BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES (continued)

HKFRIC 14 (Amendment) Prepayments of a Minimum
Funding Requirement

HKFRIC19 Extinguishing Financial Liabilities
with Equity

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.

The Group has not early applied the following new or revised
standards, amendments or interpretations that have been
issued but are not yet effective. The following new or revised
standards have been issued after the date the consolidated
financial statements for the year ended 31 December 2010
were authorized for issuance and are not yet effective:

HKFRS 10 Consolidated
Financial Instruments'
HKFRS 11 Joint Arrangements’
HKFRS 12 Disclosures of Interests
in Other Entities’
HKFRS 13 Fair Value Measurement’

HKAS 1 (Amendment) Presentation of Items of
Other Comprehensive Income?

HKAS 19 (Revised 2011) Employee Benefits'
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Notes to the Condensed Financial Statements

BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES (continued)

HKAS 27 (Revised 2011) Separate Financial Statements'

HKAS 28 (Revised 2011) Investments in Associate
and Joint Venture'

! Effective for annual periods beginning on or after 1 January
2013
2 Effective for annual periods beginning on or after 1 July 2012

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.

Business segment

At the end of 2010, the Group had discontinued the business
of manufacturing and sales of IT products. The Group is
currently organized into three operating divisions, namely
trading of IT components, software and embedded solution
and software outsourcing. Segment information about these
operating divisions is presented below:

RS M B mR M T
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Notes to the Condensed Financial Statements
IR 4R & B IS SRR MY 5

2. REVENUE AND SEGMENT INFORMATION 2. EEHERTEER®

(continued)

Business segment (continued) EXBoE

Segment revenues and results
for the six months ended 30 June 2011
BE-2-——FXA=tHLAXMEA
ZAREGDBRAREE
Information
technology services

15 BT BR 4%
Software and
embedded software
Trading of IT solution  outsourcing
components E#RHEARX B4 Total
TRHES BRA R HEEK o)
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Revenue S 456,909 507,741 64,984 1,029,634
Segment results R ES 41,641 13,552 6,176 61,369
Unallocated income Ao EHA 2
Unallocated corporate AORC
expense PERX (2,295)
Fair value change in BERRTE
Preferred Share classified ZEABR
as liabilities at fair value
through profit or loss 5
Share of results of associates  JE{GE & N 7 £ 4 — (5,073) — (5,073)
Interest expenses FEZH (7,566)
Profit before taxation BR LRI AE R 46,442
Taxation BIE (4,879)
Profit for the period AR 41,563
Reportable segment Asset BT 2HAHEEE 167,256 2,141,981 95,132 2,404,369
Reportable segment ATEBRNIBAE
Liabilities 128,416 533,044 14,235 675,695
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2. REVENUE AND SEGMENT INFORMATION

(continued)

Notes to the Condensed Financial Statements
Gl EL

Business segment (continued)

Revenue
Segment results

Unallocated income

Unallocated corporate expense

Fair value change in convertible notes
classified as liabilities at fair value
through profit or loss

Fair value change in Preferred Share
dlassified as liabilities at fair value
through profit or loss

Share of results of associates

Interest expenses
Profit before taxation

Taxation

Profit for the period

Reportable segment Asset

Reportable segment Liabilities

:

A

TEREEHLTE
RN

EARATERD
rE

EERERIRE

HExH
B AR

HA

AR

RYzBNNEAE

AYzHNNEAR

E3 i)

=N E))

2. EEHBRTEER®

Segment revenues and results for the six months ended 30 June 2010

BE-T-TERA-THLABAZARENABUARRE

o ‘ Discontinued

Continuing operations operations

REEEEE BRIEEH

Information
technology services
EERIRE

Software and manufacturing

embedded software and sales of

Trading of IT solution  outsourcing IT products
components &4 R# AR ak Total iR Total
Tnlgs BARE  MEEE e HEMERD Fa
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
AT T AT AT T AT
401,408 498,591 39,039 939,038 351,363 1,290,401
31,410 75,604 1,804 108,378 16,806 125,684
1 1
(2218) 2218)
2124 2124
(676) (676)
— 15823 — 15823 15823
(7533) (753)
116,399 16,806 133,205
(11,190) {2,101) (13,291)
105,209 14,705 119,914
154964 1,982,728 73699 1,987,246 224145 221,391
97,930 568,530 83879 536,181 139,158 675339
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Notes to the Condensed Financial Statements

&S M B RRM

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, irrespective of
the origin of the goods/services:

Hong Kong BB
The PRC Fh
Consolidated e
3. OTHER INCOME
Interest income ) 2 WA
VAT refund EERRT
Government subsidies AT 2 Bk K 48 A
and grants
Others Hb

@ O Interim Report 2011 Inspur International Limited

2.

EEBERIPEERN @

b & 5 58
REE Y EIEHEEENE S R B
7o TESHIAREBIZTEFREM
(EmHEQ BB TR 85>
TE DN i

Sales revenue by geographical
market 30 June

Rith BT 5 E 2
BIESA=tHzZAEREXE

2011 2010

—E——fF —_T—-=
HK$°000 HK$'000
FET FHET
(unaudited) (unaudited)
(REEZ) CR#E &%)
(restated)
(E2l)
456,909 401,408
572,725 537,630
1,029,634 939,038

H WA

Six months ended 30 June

BEAA=THLAEA

2011 2010
—E——F —E-TF
HK$'000 HK$'000
FET FET
(unaudited) (unaudited)
(R HF) CRAE#EZ)
11,575 3,866
13,090 15,113
12,850 7,964
1,891 349
39,406 27,292




Notes to the Condensed Financial Statements
Gl EL

4. PROFIT BEFORE TAXATION 4. BRF A AR

Six months ended 30 June
BZEZAA=1HILAEA

2011 2010
—E——F —E-TF
HK$’000 HK$°000
FHETT FET
(unaudited) (unaudited)
(R A& EF &) (K& &%)
(restated)
(E7)
Profit before taxation has R 25 B 48 ) 48
been arrived at kRT3
after charging: BIERFL
Cost of inventories R BRI
recognised as expenses 17 &K A& 692,091 643,329
Depreciation e 16,007 14,586
Amortisation of other H At T & 2
intangible assets 8,088 9,939
5. TAXATION 5. g
Six months ended 30 June
BERA=t+THLAEA
2011 2010
—E——fF —ZE-TF
HK$'000 HK3$'000
FET FET
(unaudited) (unaudited)
(REHF&) (Ris &)
(restated)
(E31)
Current tax: MIFH
Hong Kong BB 6,871 5,183
PRC Enterprise Income Tax ~ B EFT5H (217) 8,430
Deferred taxation EIETIR (1,775) (2,423)
4,879 11,190
Hong Kong profits tax has been provided at 16.5% on the EEFE R IE AR A G EER
estimated assessable profits for the period. Enterprise income SHF 16 5%5E o REFES
tax rates applicable to the Group’s subsidiaries in the PRC are MEATERANCEMERTRA
ranging from 10% - 25%, and have been applied to calculate 10%ZE25% o B X ERD R
the Group’s PRC Enterprise Income Tax in accordance with ERE R EE R R A o

relevant laws and regulations in the PRC.
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Notes to the Condensed Financial Statements

&S M B RRM

6. EARNINGS/ (LOSS) PER SHARE 6.

The calculation of basic and diluted earnings/ (loss) per share
attributable to the ordinary equity holders of the parent is
based on the following data:

Profit from continuing and R EFELE K
discontinued operations B & IL¥ERER

Earnings/ (loss) for the STEEREREBFR A Z &
purpose of basic earnings/ (B ARIRERA A
(loss) per share (Profit/ FEIREAR S A

(loss) for the period
attributable to equity
holders of the parent)
Interest on redeemable A] f& [B] ] #2 iR 4B S AR 2 &
convertible preferred shares
Fair value change in Preferred & %t i& A (BT
Shares classified as liabilities
at fair value through
profit or loss
Fair value change in MRERN AN FEZS T ARR
convertible notes classified
as liabilities at fair value
through profit or loss

E'\I_
i
54)}

Earnings for the purpose AR B R FFTERA 2 &
of diluted earnings/

(loss) per share

O Interim Report 2011 Inspur International Limited

BRAER

BAREAREEREABRGEER
EARREER N TIRE T 5 BURET

s

=
Ean

Six months ended 30 June
BZEZAA=1THILAEA

2011 2010
—E——F —E-TF
HK$’000 HK$°000
FET FAIT
(unaudited) (unaudited)
(CR#E &%) CR#E &%)
41,712 119,800
7,566 7,532

(5) 676
— (2,124)

49,273 125, 884




Notes to the Condensed Financial Statements

EARNINGS/ (LOSS) PER SHARE (continued)

Profit from
continuing operations
Earnings/ (loss) for the

purpose of basic earnings/

(loss) per share (Profit/
(loss) for the period
attributable to equity
holders of the parent)
Interest on redeemable

convertible preferred shares
Fair value change in Preferred B %L i% A 7 (B &

Shares classified as
liabilities at fair value
through profit or loss

Fair value change in
convertible notes classified
as liabilities at fair value
through profit or loss

Earnings for the purpose of
diluted earnings/
(loss) per share

REFHECEEBRT

TR B A T B

RS M B mR M T

6. BRERN @

Six months ended 30 June
BZEANA=1+HIEAREA

AAESBRERBAARAZ &R
(B RAIIAERA A
FE(5 BRI A )

QEACREA T )]

RN RAZ 8

2011 2010
—E——F —T-ZF
HK$’000 HK$’000
FET FE T
(unaudited) (unaudited)
(RAZZE %) (RAZZEZ)
41,712 105,095
7,566 7,532

(5) 676

PN L

— (2,124)

49,273 111,179
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Notes to the Condensed Financial Statements
IR 4R & B IS SRR MY 5

6. EARNINGS/ (LOSS) PER SHARE (continued) 6. BIRER &

Six months ended 30 June
BEZAA=+tHLEXEA

2011 2010
—E——fF —T-THF
HK$'000 HK$°000
FET FHET
(unaudited) (unaudited)
(CR&c#F &) (CR#c#F &)
Number of shares R EE
(in thousand)
Weighted average number st ESREARBFIFTERA 2
of ordinary shares for the N EmRE B
purpose of basic
earnings/ (loss) per share 3,791,567 3,770,121
Effect of dilutive potential B S T @AL ~ 22 £
ordinary shares
— share options — R 17,614 18,603
—redeemable convertible — 7] & [ AT A AR (8 e AR
preferred shares 1,186,124 1,174,169
— convertible notes — A RERER — 21,446
Weighted average number s E SIREE B FIFTRA 2
or ordinary shares for the N EmRE B
purpose of diluted
earnings/ (loss) per share 4,995,305 4,984,339
DIVIDEND =)
The Board of directors does not recommend the payment of a EEEBHE_T——F A=+

dividend for the six months ended 30 June 2011 (six months

ended 30 June 2010: nil).
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Notes to the Condensed Financial Statements
Gl EL

TRADE RECEIVABLES 8. ESEIWERR

AEEREZRPIRHEFHI0HZE
1208 K BRBRER

The Group allows an average credit period of 30 to 120 days
to its customers.

ATREZEEERNERRSH
MBARREKERARREEH

An aged analysis of trade receivables, amounts due from
fellow subsidiaries and ultimate holding company at the

balance sheet date is as follows:

BB D AT -

30.6.2011 31.12.2010
R-B——F RZZT—ZFF
AB=+H +=-—AB=+—8H
HK$'000 HK$°000
FHET F#&T
(unaudited) (audited)
(RAEEF#) ((e &%)
Trade receivables 2 S WK
0-30 days 0-30 H 94,905 149,933
31-60 days 31-60 H 21,907 39,481
61-90 days 61-90 H 8,551 6,605
91-120 days 91-120 H 19,476 3,419
Over 120 days 120 HIA £ 107,829 44,381
252,668 243,819
30.6.2011 31.12.2010
R=—ZB——F R-ZT—ZF
AA=+tH +=ZA=+—H
HK$'000 HK$'000
FET FEIT
(unaudited) (audited)
(RAEFZ) (A& #F1z)
Amounts due from FEW R & &
fellow subsidiaries Bt B A &)
0-30 days 0-30 H 84,252 76,353
31-60 days 31-60 H 1,512 178
61-90 days 61-90 A 2,245 -
91-120 days 91-120 H 5,198 —
Over 120 days 120 B £ 7,523 6,386
100,730 82,917
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Notes to the Condensed Financial Statements

AR E R R M
8. TRADE RECEIVABLES (continued) 8. BEFEWAERM )
30.6.2011 31.12.2010
R=T——F pR=-ZZT-F
ANA=+H +t-A=+—H
HK$’000 HK$'000
FET FHET
(unaudited) (audited)
(REEZ) (f &%)
Amounts due from FEWEEZER AR
immediate holding
company
0-30 days 0-30 H 54,705 59,555
31-60 days 31-60 H 4,794 —
59,499 59,555
30.6.2011 31.12.2010
R=B——F RZ-T—F
AA=+H +t—A=+—H
HK$'000 HK$'000
FET FE T
(unaudited) (audited)
(RAEE#Z) (f &%)
Amounts due from JE W S AR IR A
ultimate holding
company
0-30 days 0-30 H 1,597 1,081
31-60 days 31-60 H = =
61-90 days 61-90 H 2,046 321
91-120 days 91-120 H 104 —
Over 120 days 120 BA 25 —
3,772 1,402
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Notes to the Condensed Financial Statements

TRADE PAYABLES

Average credit period taken for trade purchases is up to 30 to
90 days. The following is an aged analysis of trade payables
and amount due to fellow subsidiaries and ultimate holding
company for the purchase of goods and services at the
balance sheet date:

Trade and bills payables S ENERR R ENZEE

0-30 days 0-30 H

31-60 days 31-60 H

61-90 days 61-90 H

Over 90 days 90 B

Amounts due to fellow JE 1~ [R] &= E B &8 2 =)
subsidiaries

0-30 days 0-30 H

31-60 days 31-60 H

61-90 days 61-90 H

Over 90 days 90 HM E

RS M B mR M T

9. EZEMNERNX

2 ZEEIRETY /308 £90A8 -
LNTEESENERRENRSEER
Bt B B R FE A AR FERR A RIS
BEAMRERDIT -

30.6.2011 31.12.2010
R=B——& R_ZT—ZF
ANA=+H +tZ—A=+—H

HK$000 HK$'000
FET FE T
(unaudited) (audited)
(RAZEZ) (A2 1%)
108,942 200,489
8,082 33,954
16,222 23,720
48,321 24,560
181,567 282,723
30.6.2011 31.12.2010

R=B——& HN-F-T%F
~NA=+H +=-—A=+—H

HK$'000 HK$'000
FETT FET
(unaudited) (audited)
(RAZERZ) (e #Fz)
7,366 2,064

1,559 8,788

86 83

13,329 9,092
22,340 20,027
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Notes to the Condensed Financial Statements
GLEE SR S EL

9.

10.

(40) O

TRADE PAYABLES (continued)

Amounts due to ultimate JES B ARIE IR A T

holding company

0-30 days 0-30 H
31-60 days 31-60 H
61-90 days 61-90 H
Over 90 days 90 B

REDEEMABLE CONVERTIBLE PREFERRED
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.

Interim Report 2011 Inspur International Limited

9. ESEMNERR®

30.6.2011 31.12.2010
R=-F——F RZZ—F
AA=t+H +t=—A=t—H
HK$’000 HK$'000
FET FAIT
(unaudited) (audited)
(R F) (Fe & 1z)
1,217 14,618
20,364 —
51 —
21,632 14,618

10. 7 B B A #2 IR 18 & IR

RZZBEZERF+_ANBR_ZEZE
ANEMA=+—8  XAFHHIN
f% 0.76/% 7T & 0.92/% JT & 17
132,964,3260% & 101,315,217/% i%
BEEE6%MMEBER - BERNIET
REAM - BERZFEABEAL
BEEABRBH -_ZEZTAF+=_AN
HEZZEA (NF) BAXNEM
HIMERE -—REEREARE
R (RD D IFE) 2 ¥ F AR LBl
HELRERAERG - BRUELR
REBBRARD R ——%F
TZANBUAEEEER - REX
6% EEEH - BEELKRZFS
EFHERARREZSZTRAFT A
ZHNBZBEKA o



Notes to the Condensed Financial Statements

10. REDEEMABLE CONVERTIBLE PREFERRED

SHARES (continued)

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. By the end
of June 2011, the Company issued 16,810,776 scrip dividend
shares with principal amount of HK$11,954,495 subject to
the Supplemental Deed.

By the end of June 2011,total number of 251,090,335
preferred shares been issued accordingly which is entitled to
convert into 1,188,208,571 underlying Shares represented
approximately 23.86% 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”.

RS M B mR M T

10. 7] BE [B] 7] # 3R 48 55 IR ()

RZZEZARFAAZ+TTAE - XA

AHEEERFAEATIMAEELY
(MEREAN])  ARElRELREE
BABEREEBE-_ZZNFTH—
HE-_ZT——F L A=THHBIEZ
ELM6%KE - ((EFR=n2— B0
HF2%) LB Ri=ZH 2
Z (BB F4%) & B 5 B s IME ST iR
STR(TARRE]) - BEHE RN
BRRESRBERUARRKEZETER
HoURREEBETEEEREMEZ
HX%QHE/H\HHI EE10ER 5 H
R AR REBRFEH KT
B100% ° B ARKEHATHEKR AL
—RE AR o BRI ERA T B
BN - DA E B FT A H fth {6 3R B

BER—B - MEBERFEEAZET
AR BB IEREFBERH RN AR E =
TENFT A+ HB TR K

BREGARZY  HE_T——F N
A=+H ' &#%1716,810,776/%
N 4% 78 411,954,495 T K BB

{/\ ®

BHE-_Z——FA=+8 " —
%% 17 251,090,33518 7t ik 7] 8 & &
1,188,208,57 1 I #H 78 A% {7 1 2 2 &)
E BT E B R P 2 SR A Fy
TR 2B BEITIRAL23.86% °
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Notes to the Condensed Financial Statements

RS M RRMEE

10. REDEEMABLE CONVERTIBLE PREFERRED

SHARES (continued)

The movement of the liability component of the Preferred

Shares for the period is set out below:

Carrying amount at the
beginning of the
period/ year

Interest charges

Coupon interest paid

Coupon interest payable
included in other payables
and accrued expenses

Valuation

11. SHARE CAPITAL

Ordinary shares of
HK$0.002 each
Authorised:
At 1 January 2011

Issued:
At 1 January 2011

At 30 June 2011

RE 2 IREE

BRI
REIASAOREN R
BRI E A FE BRI

REHBIX R
FEF S
ARERE

&A% 0.002 &7

Z B
R ¢
K=®——%—A—H

GESE
W-F——%—A—F

R-ZF——F7A=1H

All shares issued during the period rank pari passu with the

then existing shares in all respects.
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10. 7] B [B] 7] 2 R 4B 55 IR ()

BEBRBENS EBFHIIWOT -

30.6.2011 31.12.2010
R=F——%F R-_T-ZTF
AA=+tH +-A=+—8~

1. B

HK$'000 HK$'000
FET FET
(unaudited) (audited)
(RAZERZ) (& #Fz)
201,400 187,676
7,566 14,734
(2,034) (1,010)
(3,794) —
(64) =
203,074 201,400
Number of
shares
B& 4 & B
‘000 HK$'000
Ffig FE T
10,000,000 20,000
3,791,567 7,583
3,791,567 7,583
SRR 2 HEF B E B 2 BITIRE

ZH RS -



Notes to the Condensed Financial Statements

BRGZE I HRRMEE
12. RELATED PARTY TRANSACTIONS 12.BEALRS

Apart from the amounts due from and to related parties as KRERAGEEERBERMBEENRE
disclosed in the condensed consolidated balance sheet, U X FEAST F RAEE A TR SN - BRI
certain of which also constitute connected transaction under BEBER ST EMRANE14AE + KRE
Chapter 14A of Listing Rule of HKEX, the Group had entered HEEATHRSBERBER
into the following connected party transactions during the 5 REBERERNTRIAT BB
period: 5 s

Six months ended
BEANA=1THIEAREA

30.June.2011 30.June.2010

—E——F —E—TF

HK$’000 HK$°000

FET FHET

Note (unaudited) (unaudited)

ft ot (REF#) (R &F )

Supply Transactions HER S (i) 196,102 444,871
Selling Agency transactions $HERER H
(1) Aggregate
transactions amount (MEFRZ 25 (i) 144,654 39,738
(2) The related
commission amount QAReeRE 1,193 336
Purchase Transactions KBRS (iii) 19,104 87,795
Common Services NERBRS
Transactions (iv) 5,476 4,244
Processing Transactions MIRS (v) 58,057 59,964
Software Outsourcing A INE R TS
Services (vi) 41,987 19,748
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Notes to the Condensed Financial Statements
GLEE SR S EL

12. RELATED PARTY TRANSACTIONS (continued)

Notes:

(0]

(ii)

(iii)

(iv)

(v)

(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.

O Interim Report 2011 Inspur International Limited
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