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DA ER

EXECUTIVE DIRECTORS

Mr. Wang Xingshan

Mr. Chen Dongfeng
Mr. Sun Chengtong

NON-EXECUTIVE DIRECTORS

Mr. Samuel Y. Shen
Mr. Dong Hailong

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Zhang Ti Qin*

Mr. Wong Lit Chor, Alexis
Ms. Dai Ruimin*

Ms. Zhang Ruijun*

Mr. Geng Yushui

COMPANY SECRETARY

Ms. Chan Wing
Mr. Zou Bo

COMPLIANCE OFFICER

Mr. Dong Hailong

AUDITORS

Deloitte Touche Tohmatsu

PRINCIPAL BANKERS

The Hong Kong and Shanghai Banking Corporation Limited
Bank of China (Hong Kong) Limited

Industrial and Commercial Bank of China Limited

Agriculture Bank of China Limited

*

Mr. Zhang Tigin was resigned on 1 April 2014 as an independent
non-executive director.

Ms. Zhang Ruijun appointed on 1 April 2014 as an independent
non-executive director.

Ms. Dai Ruimin was resigned on 17 April 2015 as an independent
non-executive director.

Mr. Geng Yushui appointed on 17 April 2015 as an independent
non-executive director.

G INSPUR INTERNATIONAL LIMITED e Annual Report 2014

HITES
TR

PRER R SE £
BRCGREE

FHITES

RITELLE
BEgRELE

BAFHTES

SREBE) ST A
BRI E
BIn AL~
RimB Lt *
Bk F RS *

DEWE
L+
5 5 4
EEXfE
EEREE

B BRET
=% o BERSGHAIT

FEFRIEIT

BB HBEZRITAR A A
RERIT(EE)BRAR
R TR TT

PR RTT

* REBHEAR T -MENH-HEHE
BIYFRTES

* RRAXREIR -T-MFMNA-BEE
ERBUIFNTES

* BN ETR - -AFNA T BE
TEFTES

* BEKEER-T-AFHA+ERE
ZERBIUIFNTES



PRINCIPAL SHARE REGISTRAR AND TRANSFER

OFFICE

Royal Bank of Canada Trust Company (Cayman) Limited

4 th Floor,

Royal Bank House 24 Shedden Road,
George Town

Grand Cayman KY1-1110

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND

TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Rooms 1712-1716, 17th Floor

Hopewell Centre

183 Queen’s Road East

Hong Kong

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

PRINCIPAL PLACE OF BUSINESS IN HONG
KONG

Room B&C, 30/F, Tower A
Billion Center

1 Wang Kwong Road,
Kowloon Bay

Kowloon

Hong Kong

Website
www.inspur.com.hk

MAIN BOARD STOCK CODE
596

Corporation Information

DRAEEHR

FERNBFRERTE

Royal Bank of Canada Trust Company
(Cayman) Limited

4 th Floor,

Royal Bank House 24 Shedden Road,
George Town

Grand Cayman KY1-1110

Cayman Islands

ERERNBFELTE

ERPRELFELBRAA
B

BEEANBR 1835%
AR L
171#1712-1716 &

G Y

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

BRIEEXRME

7

o

b aok
amr

&
s
hEEE

BICE R
BaRpD
APE301B&C=E
Huh
www.inspur.com.hk

ERBRA IR

596

RUEBERAR « —ET-—NFEHE °



Chairman’s Statement
EFERE

On behalf of the Board of Directors of Inspur International
Limited (the “Company”), | would like to present the financial
report of the Company and its subsidiaries (collectively referred
to as the “Group”) for the year ended 31 December 2014.

FINANCIAL SUMMARY

During the year under review, the Group recorded turnover
from IT services business of HK$1,703,128,000 (2013:
HK$1,300,980,000), representing an increase of approximately
30.91% as compared with last year. Net loss attributable to
shareholders from continuing operations and discontinued
operations was approximately HK$69,100,000 (2013: profit
of HK$117,696,000), representing a significant decrease
as compared with last year. In 2013, the Group realised
gain on disposal of IT component business of approximately
HK$268,183,000. Net loss attributable to shareholders from
continuing operations was approximately HK$69,100,000 (2013:
loss of HK$150,487,000), representing a slight improvement as
compared with last year.

Basic and diluted loss per share from continuing operations and
discontinued operations were HK7.66 cents (2013: profit of
HK13.81 cents). Basic and diluted loss per share from continuing
operations were HK7.66 cents (2013: loss of HK17.65 cents).

BUSINESS REVIEW AND OUTLOOK

In 2014, facing the continuous unfavourable economic
conditions of the domestic and overseas markets, the Company
continued to pursue its specialized technology development
strategy and moved towards its transformation into a cloud
computing service provider. We concentrated more on market
expansion as well as investing more resources on research and
development and marketing. Over the past year, with regard
to operating income, the Company’s expectations were met
and steady growth was maintained. Despite our efforts on
stringent cost control and standardization of software products
to control costs, the losses from continuing operations reduced
as compared with last year.
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Looking forward to 2015, the Company will continue to
concentrate on enlarging its business scale and continue its
proactive market expansion strategy by building up sales
channels as well as focusing on core products and industries.
As for product development, we will continue to enhance the
level of standardization of our products and actively develop
a new generation of products and improve the efficiency
of implementation. We expect that the IT service business
will continue its fast development as the demand of large
enterprises and groups for enhancing management increases.
The Company will stay abreast of market trends and continue
to transform itself into a cloud computing product, solution and
service provider to strive to give shareholders a more satisfactory
return in the process.

APPRECIATION

On behalf of the Board of Directors, | would like to take this
opportunity to extend my sincere gratitude to our shareholders
for their continuous support. | would also like to thank the
entire staff for their valuable contribution to the Group during
the past year.

Wang Xingshan
Chairman

Hong Kong, 26 March 2015
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Management Discussion and Analysis
EEEFNWR D

FINANCIAL REVIEW

During the year ended 31 December 2014, the revenue of
the Group from continuing operations recorded an increase
of approximately 30.91% as compared with last year; gross
profit of the Group from continuing operations recorded an
increase of approximately 24.90% as compared with last year,
net loss from continuing operations recorded a decrease of
approximately 54.08% as compared with last year.

(1) Revenue from continuing operations

The Group recorded a revenue of HK$1,703,128,000
(2013: HK$1,300,980,000) representing an increase
of 30.91% as compared with last year. Among all,
the revenue of software development and solution in
IT service for the year was HK$1,453,206,000 (2013:
HK$1,106,708,000),representing an increase of 31.31%
as compared with last year; the software outsourcing
business in IT service was HK$ 249,922,000(2013:
HK$194,272,000), representing an increase of 28.65%
as compared with last year. Revenue from the software
were development & solution in IT service mainly includes:
1) the revenue of sales of IT peripherals and purchased
software were HK$760,955,000 (2013: HK$535,373,000),
representing an increase of 42.14% as compared with
last year, 2) the revenue from self-developed software was
HK$692,251,000 (2013: HK$571,335,000), was recorded
an increase of 21.16% as compared with last year.

(2) Gross profit from continuing operations

Gross profit of the Group was HK$554,291,000 for the
year (2013: HK$443,774,000), representing an increase
of 24.90% as compared with last year. The Group’s
consolidated gross profit margin was 32.55 % (2013:
34.11%) for the year decreased1.56%. The year-to-year
decrease in gross profit margin was mainly due to fierce
competition in the software development industry.
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3)

(4)

(5)

Management Discussion and Analysis

Selling and distribution cost and
administrative expenses from continuing
operations

During the year, selling and distribution cost
and administrative expenses amounted to
HK$719,186,000(2013: HK$661,200,000), representing
an increase of 8.77% as compared with last year. The
increase was mainly due to the increase in research and
development (“R&D") costs and marketing expenses. In
particular, the staff cost of Company overall increased
significantly.

Other incomes and other gains and losses
from continuing operations

During the year, the other incomes and other gains
and losses amounted HK$142,041,000(2013:
HK$101,082,000)recorded an increased 40.52%as
compared with last year mainly due to reducing in loss
of fair valuation on preferred shares and increase in tax
refund and interest income from entrusted loan.

Profit attributable to shareholders

Net loss attributable to shareholders for the year from
continuing and discontinued operations was approximately
HK$69,100,000 (2013: Profit of HK$117,696,000),
representing a significant decreased as compared with last
year mainly due to the gain on disposal of discontinued
operations in the amount of HK$268,183,000 in 2013.
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Management Discussion and Analysis

EEENWR DN

(6)

Net loss attributable to shareholders for the year from
continuing operations was approximately HK$69,100,000
(2013: loss of HK$150,487,000), representing a significant
improvement as compared with last year. The Company
incurred loss from continuing operations in 2014 mainly
because: (1) the Company actively increased its spending
on R&D and marketing expenses, which resulted in a
significant year-on-year increase in selling and distribution
cost and administrative expenses of approximately
HK$57,986,000; (2) nil valuation loss on goodwill
impairment and long-term investment impairment for the
year (2013: HK$33,704,000); (3) the loss from continuing
operations was due to fierce competition in the software
development industry and the increase gross margin was
insufficient to cover the increased expenses.

Basic and diluted loss per share from continuing operations
and discontinued operations were HK7.66 cents (2013:
profit of HK13.81 cents). Basic and diluted loss per share
from continuing operations were HK7.66 cents (2013: loss
of HK17.65 cents).

Financial resources and liquidity

As at 31 December 2014, shareholder’s equity of the
Group amounted to HK$1,831,613,000 (31 December
2013: HK$1,938,151,000). Current assets amounted
to HK$1,992,228,000, of which HK$1,015,950,000
was bank deposits and cash balance which were mainly
denominated in Renminbi.
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Management Discussion and Analysis

Current liabilities, including trade and bills payables,
other payables and accrued expenses amounted to
HK$1,042,952,000. The Group’s current assets were
around 1.91times over its current liabilities (31 December
2013: 3.25times).

As at 31 December 2014, the Group had no bank
borrowings.

FOREIGN EXCHANGE EXPOSURE

All of the Group's purchase and sales are mainly denominated in
United States Dollars and Renminbi. The Group has not used any
derivative instrument 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 LIABILIITES

The Group was named as a defendant in a lawsuit filed for
potential breach of contract with a supplier. The plaintiff has
filed judicial claim against the Group and asks for damages
of approximately HK$10,095,000. The Company vigorously
defended this matter. While the outcome of this litigation
matter cannot be predicted with certainty, the Directors do not
believe that the outcome of any of these matters, individually
or in the aggregate, will result in losses that are material to the
consolidated financial statements. Accordingly, no accrual has
been made for this lawsuit.

CAPTIAL STRUCTURE

The Group finances its operations mainly from shareholder
equity, internal generated funds and operation results in current
year.
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Management Discussion and Analysis

EEENWR DN

ACQUISITIONS AND DISPOSAL

On 30 June 2013, the company has completed the disposal
of IT components trading business at a consideration of
HK$294,230,000.0n 30 October 2013, the company has
completed the disposal of assets related to digital media
business at a consideration of RMB$30,000,000 (equivalent to
approximately HK$37,430,000).

On 28 August 2014, the Group disposed of the total
equity of Inspur Commercial Business at a consideration of
RMB30,000,000 (equivalent to approximately HK$37,433,000).

EMPLOYEE INFORMATION

As at 31 December 2014, the Group employed 4,325 employees
(2013: 3,999).

Total employee remuneration, including directors’ remuneration
and mandatory provident fund contributions of continuing
operations, amounted to approximately HK$681,246,000 (2013:
approximately HK$583,773,000).

According to a comprehensive remuneration policy, which was
formulated by the Group and reviewed by the management,
employees are remunerated based on their performance and
experience. On top of basic salaries, discretionary bonus and
share options may be granted to eligible employees with
reference to the Group's and the employee’s performance.
In addition, the Group provides mandatory provident fund,
medical and insurance schemes for employees. The Group also
offers continuous education and training programmes to the
management and other employees to enhance their skills and
knowledge.

On 10 December 2010, 12.02 million options granted under
2008 Share Option Scheme to our senior management and top
R&D employees to encourage our staff create and share value
without shareholders. By the end of year, 12,020,000 options
were vested but not exercised.
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Management Discussion and Analysis

CHARGES ON ASSETS

As at 31 December 2014, none of the Group's assets was
pledged (31 December 2013: Nil).

BUSINESS REVIEW

In 2014, the Group seized the favorable opportunities to expand
the market with demand from our large-scale customers,
and announce the annual enterprise information technology
strategy for the first time. In order to strengthen our marketing
ability to realize the stable growth of software business, a
nationwide tour entitled “Big Data Reconstruct Enterprise
Intelligence” was initiated and a recruitment program named
“Thousand Partners” was launched to focus on exploring
business opportunities and implementing the market expansion
strategy continuously and actively. By adhering consistently to
the “Professional Leading Strategy”, the Company continued to
transform and upgrade itself into a SaaS (Software as a Service)
cloud computing solution provider. By centering on the core
areas of cloud computing, we strengthen technical product
innovations, further develop in areas with superior advantages
and gradually complete optimizing the product portfolio. Our
core competitiveness will be enhanced and new breakthroughs
in the related areas of cloud computing will be realized.

The business of IT services of the Group covers various
sectors, including corporate governance, telecommunications,
pharmaceuticals, construction, finance, coal, manufacturing
and public utilities, and integrated IT services on core solutions,
such as software and related services and embedded systems,
software applications, IT consultation services, system
integration, operation and maintenance, outsourcing and
intelligent terminal products.
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Management Discussion and Analysis
EEEFNWR D

ITARTS 3 205 A TR E

IT services business mainly includes:

(1) Software and related services (1) = &AEERYE

In 2014, the Group focuses on research, applications,
and marketing development in cloud computing, big
data mainly around five areas such as the management
accounting, financial shared services, e-procurement,
business data analysis etc. Our work was to fully
implement our marketing execution ability in regional and
industry and enhance management control in process of
marketing, promotion and sales.

Continue to enhance the marketing expansion: The
company started up the plan named “Big data helps
reconstruction business intelligence” and executed
nationally. The tour of plan covers Shandong, Hebei,
Tianjin, Jiangsu, Guangzhou, Henan, Shanxi, Zhejiang,
Jilin, Beijing, etc, more than 20 provinces and cities of
our country. Through implementation of this plan, more
than 3000 medium-sized corporate customers actively
participated. Through successful participation in SAC 2014
CIO annual meeting and other activities, we strengthen
our market influence and brand awareness. At the same
time, through a series of these kind activities such as the
National partners’ meeting, channel partner’s recruitment
meeting and activities organized with channel partners
called "PS management practices in China, one hundred
city speaking tour”, the Group expand market depth and
width. Continuing promotions in the central enterprises
and large conglomerates market, we successfully signed
contracts with China Power Construction, China can build,
China Tower, China spinning, China Energy Conservation
and Environmental Protection Group, China Electric
Division and other large customers
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Management Discussion and Analysis

Strengthen research and development of new products:
Costumers’ needs in cloud computing and big data
services bring new market demand and growth. Lean
business management and innovation management
model brought new space for enterprise management
software market. In 2014, taking advantage in experience
in management accounting industry, our new product
“profit center accounting 6.0” was released. The new
product, core function as management accounting system,
includes modules such as the overall budget, strategic
cost management, profit center accounting and internal
reporting, to help our users improve working capital
management and master data management (MDM). And
later on released PSV11.0, strengthen fine management.
Combining with cloud computing, big data, innovative
Internet applications and other new technologies,
marketing for enterprise cloud applications falls into three
levels: enterprise cloud application platform, enterprise
cloud applications and industry applications.With the
continuous R&D and release of new product and versions
such as HCM cloud, financial shared center system, data
and business analysis system, the development of large
platform, GSP platform for big data, mobile applications,
internet applications support capabilities etc, further
enhances our core competitiveness of our products in
the market. Our new medicine GSP recognition system
products which applied in En-hua, Deyuan, Henrui,
Dikang and other client got the GPS certified by the
pharmaceutical sector.
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Management Discussion and Analysis
EEEFNWR D

Improve the implementation of the service system: The
Group builds up and improves systems around how to
standardize, specialize and productize our services. The
Group sets up systems to assess the service efficiency,
such as service coverage, success rate of new customers,
renewal rate etc, to strengthen our operation and
maintenance service. We improve our services in
many ways, such as re-planning of the operation and
maintenance service offerings and marketing tools,
promotions on cloud desktop services, providing experts’
services of our headquarters to each our desktop users.
Gradually we deliver our specialization, diversification and
intelligent development to our customers and bring them
a new Internet service experience.

With the launch of the development of mobile Internet
and LTE network construction, market competition
increasingly fierce traditional telecommunications industry,
telecommunications operators are challenged, significantly
reducing investment in traditional business-oriented
network of OSS is to protect the quality of the main
support network NMS pay more attention to production
efficiency and data quality improvement. The company in
2014 strengthen the implementation of the project cycle
management, long faced payment cycle, with industry
players ALTs and other difficulties.Future, the company
will continue to advance towards cloud computing SaaS
product and service providers in transition, to explore and
promote the communications industry cloud environment
solutions business, continue to improve the standardization
and project management software product.
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Management Discussion and Analysis

(2) Embedded systems and related services

In the second half of 2014, the company completed the
sale of the equity interest in tax control equipment. Now
our embedded systems and related services are mainly
applied in the financial industry. In the financial self-
service terminal market, the company further developed
and launched new products for financial industry, such
as providing customers total online and offline solution
among different line type of bank retails covering the
different partitions and a variety of bank-enterprise
cooperation pipeline comprehensive solution, the new
product VTM which launched in four different versions
for different banks application convenience; new desktop,
vertical billing stand-alone product; the wisdom of banking
outlets launched solutions.

In silver medical card business, our company seizes the
opportunity to promote residents’ health card and self-
help solutions to Beijing, Liaoning, Henan, Shanxi, Sichuan
and other provinces and successfully got bulk sales. It
laid a good foundation for future follow-up marketing
opportunities for self-help solutionand residents’ health
card. Through our new innovation products and service,
we influence and catch the potential customers to further
increase the competitiveness as well as profitability.
In marketing aspect, we actively expand to the Bank
of China, Agricultural Bank of China, Bank of China,
Construction Bank with self-service terminals and wisdom
bank outlets selling integrated solutions and products;
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Management Discussion and Analysis
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(3) MEIMER

(3) Software outsourcing business

The Group's outsourcing business, mainly cooperates with
Fortune 500 companies, provides services and products
including outstanding IT enterprise systems application
development, embedded systems development, quality
assurance and other testing information technology
outsourcing (ITO, IT Outsourcing) services, data processing,
transportation Vito pipe, call center and other business
process outsourcing (BPO, Business Process Outsourcing)
services, and software products, software and
development platform development agency (PDO, Product
Development Outsourcing) services

2014, outsourcing business maintains sustained growth
in China. Since the industry’s large service outsourcing
companies get the synergy advantages through joined
forces, the industry becomes more and more competitive.
In this market environment, the company keeps a close
working relationship and long-term cooperation with
the Microsoft, FITEC, NTT DAT, China Unicom, China
Mobile and other strategic clients, and gradually expands
cooperation projects.At same time, we expand domestic
business scale. The company, in 2014, further consolidates
international and domestic market in the field by
increasing the proportion of China’s business district.The
company’s overall business segment is more reasonable.
Software outsourcing industry now into the next era of
great change, large enterprises, Chinese local governments
have begun to outsource some of the innovation and R &
D work, not just in the traditional sense for the company’s
non-core business outsourcing. The core of future industry
trends and business model of outsourcing company will
certainly rely on profits rate and revenue deepening, value
and innovation-oriented development at same time.
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Management Discussion and Analysis

BUSINESS PLANNING

In 2015, the company will continue to implement proactive
market expansion strategies to further strengthen efforts
to market channel construction, increase autonomy and
decentralized decision-making, improve market incentives, to
further enhance the enthusiasm and initiative of each sales
organization. In product development aspect, the current focus
is still on core product improvement and upgrade, increase
research and development on platform. The continuing
recruitment of key technology leaders sand focus on developing
cloud service. Realize the “traditional software business” and
“New Business Innovation” business targets. We will actively
promote international cooperation, conduct more mergers and
acquisitions, and strive to achieve in the leading position of f
cloud computing and related field in near future.
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Directors and Senior Management Profile

EEREAREEERE

DIRECTORS

Mr. Wang Xingshan, aged 50, is the chairman of the Board
and the chief executive officer ("CEQ"), expert in special
government grants from the State Council and an expert of
the general expert team for key projects in respect of advanced
manufacturing technology of the 863 Program under the
“Twelfth Five-Year Plan”. Mr. Wang graduated in Xian Jiaotong
University with a Master degree in computer and maths
sciences in 1987. In early 1990, Mr. Wang as a visiting scholar
conducted research relating to corporate management and
software engineering in the Japan Productivity Center. Mr.
Wang had worked in several departments of Inspur Group. Mr.
Wang has attained over 20 years' experience in the operation
and management of the IT industry in China, particularly in the
field of software and IT service, and has been devoted to the
innovation of ERP technology and innovation of management,
which has led the Company to move towards its transformation
to the leading cloud service provider in China. As a result of
his outstanding achievement, he has been granted various
awards of which have been awarded by the State and provincial
governments , such as the “Top Ten Software Industry Leader of
China”, “"China Management Institute Award” and “Young and
Middle-Aged Expert of Outstanding Contribution of Shandong
Province”.

Mr. Chen Dongfeng, aged 51, is the senior engineer. Mr. Chen
graduated from Shandong Industry University with a Bachelor
degree in computer science in 1984. Mr Chen joined the Inspur
Group in 1984, he had worked in several departments of the
Inspur Group. Currently, he is the General Manager of Inspur
Communication Information System Limited and a director of
a number of subsidiaries of the Inspur Group. Mr. Chen has
attained over 26 years' experience in the IT industry in the
mainland China, in particularly in the field of communication,
he was responsible for managing the joint venture between the
Group and Ericsson as well as the joint venture between the
Group and LG.
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Directors and Senior Management Profile

Mr. Sun Chengtong, aged 50, is the deputy general manager
of Inspur International and general manager of Inspur
(Shandong) Electronic Information Company Limited. He is a
senior engineer. He gained his Master Degree from the School
of Business Administration of Shandong University. Mr. Sun
worked in Bank of China in the 1990s and was responsible for
the development of banking software and the management of
banking business. He joined the Inspur Group in 2000. Mr. Sun
has over 20 years experience in the financial IT industry of the
PRC. He had organised and participated in various important
banking software development projects. Mr. Wu had extensive
experience in the financial IT sector and was awarded the
Second Prize for Excellent Computer Application in Shandong
Province(IU R &t HEHEMBEH KR —F ). Mr. Sun was
appointed as an executive director with effect from 1 April
2012.

Mr. Dong Hailong, aged 37, was in charge of Trading of
IT components department. Mr. Dong graduated from
Southwest Jiaotong University with a Bachelor degree in
Telecommunication Engineering in 1999. Mr. Dong joined the
Company in 2002.

Mr. Samuel Y. Shen (“Mr.Shen”), aged 50, a non-executive
Director, holds a Master’s degree in Computer Science from
University of California, Santa Barbara. Currently Mr. Shen is the
chief operation officer of Microsoft Asia-Pacific Research and
Development Group. As the senior leader of Microsoft in the
region, Mr. Shen is in charge of the strategy and direction for
Microsoft global development in Asia Pacific. Additionally, he
oversees Microsoft Cloud related development and deployment
in China as well as manages the joint-development ecosystem
efforts. Mr. Shen has a solid technical background and rich
experience in business operation and management.
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Directors and Senior Management Profile

EEREAREEERE

Mr. Wong Lit Chor, Alexis, aged 56, an independent non-
executive Director ,graduated from University of Toronto,
Canada in 1981 with bachelor’'s degree in arts majoring in
economics and commerce and has obtained a master of
business administration degree from The Chinese University
of Hong Kong in 1987. He has over 20 years of banking,
investment, corporate finance and securities dealing experience
gained by working as a senior executive in a number of listed
local and PRC financial services companies. Mr. Wong is also an
independent non-executive director of two company listed on
the Main Board of the Stock Exchange of Hong Kong.

Ms. Dai Ruimin, aged 64, an independent non-executive
Director ,was formerly a vice-director of the Information Center
of the Ministry of Human Resources and Social Security of PRC.
Currently Ms. Dai was a member the Advisory Committee of
the Chinese Academy of Governance ("BIX{THEFTE T
BEFREEE") and a member ofthe Committee of National
Standardization of Classification and Code of Disciplines (“E
RO BERBZEEEZEE"). Ms. Dai commenced to work in
the area of personnel infomatisation in the 1980s, and she was
responsible for the general design and layout of the country’s
personnel management information system, the development
of the country’s personnel system software, the building of
personnel system database and civil service database, and the
development of information security of human resource and
social security system. Ms. Dai has over 30 years' experience in
the area of construction of human resource information system
and was awarded the first China Standards Innovation and
Contribution Award. Ms. Dai Ruimin was resigned on 17 April
2015 as an independent non-executive director.
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Directors and Senior Management Profile

Ms. Zhang Ruijun, aged 53, an independent non-executive
Director, graduated from the School of Business of Renmin
University of China with a Ph.D degree in management
studies in 2002. Ms. Zhang is currently a Professor of Finance
and a Ph.D supervisor in the School of Business of Renmin
University of China, and she is engaged in research on IT and
Management Integrations of Enterprise Group Control Strategy,
Enterprise Group Fund Management and Financial Resources,
and Enterprise Risk Management. Several research papers of
Ms. Zhang have been published in academic journals in PRC
during the recent years, such as Management World ( (&
it ) ), Accounting Research ( {&&H#%%) ), China Soft
Science ( (FRE#EFRIEZ) ), Finance & Accounting ( (B1 5 &
#t) ), and Economic Theory and Business Management ( (4%
EIR B EEIE) ). Ms. Zhang has been appointed as an
independent non-executive Director and a member of the Audit
Committee, the Remuneration Committee and Nomination
Committee with effect from 1 April 2014. Ms. Zhang is also an
independent nonexecutive director of a company listed on the
Stock Exchange of shenzhen.

Mr. Geng Yushui, aged 49, is currently a Professor, a Ph.D and
masters degree tutor and the Dean of the Graduate School of
Qilu University of Technology. He also acts as director of several
main research laboratories in the Shandong Province of the
People’s Republic of China (“PRC").
computer software and networking, information management

His research focuses on

and information systems. At the same time, he has also been
appointed as member and executive member of a number of
committees and societies in the PRC, such as a member of the
China Cloud Computing Expert Association (FEBIZstEHRZE
B%); an executive member of China Computer Federation (Jinan
Branch) (CCFER % #6) and an executive counsel member and
vice secretary of Shandong Computer Society (ILI5R & 5+ & e
). Mr. Geng has extensive knowledge in and contributions to
the computer science industry in the PRC. He participated and
led projects on the National Advanced Technology Research and
Development Project (B1Z<“863"); informatization of the National
Development and Reform Commission (BZRENZ ELHE
18); development fund of the Ministry of Industry and Information
Technology of the PRC (L{E#HIEEEE®); Shandong Major
Technologies (L% & & AR H1H); Shandong Technology
Development Project (IR & BHXEE T ), and Shandong Fund

for Nature (LIERE BAES).
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Mr. Geng has received numerous awards, including one 2nd
class and four 3rd class Shandong Technology Improvement
Award (ILFREREES —FH - =% %), one 2nd class China
Light Industry Association Technology Improvement Award (4
B8 T @Rl & — %88, 3 3rd class National Multimedia
Competition Award (2Bl Z HE AKE=%48) and many
more. Further to his achievements, Mr. Geng also owns seven
software copyrights and, over the years, has published more
than 30 articles in the PRC. Mr. Geng has been appointed as an
independent non-executive Director and a member of the Audit
Committee with effect from 17 April 2015.

SENIOR MANAGEMENT

Ms. Chan Wing, aged 44, company secretary of the Company.
She is a member of The Hong Kong Institute of Certified Public
Accountants and the Chinese Institute of Certified Public
Accountants respectively. Prior to joining our company, Ms.
Chan served as a company secretary, authorized representative,
qualified accountant, chief financial officer and director of a
company listing on the main board of The Stock Exchange of
Hong Kong Limited.

Mr. Zoubo, aged 36, is the chief financial controller, authorised
representative and joint company secretary. Mr. Zou was
graduated from Huazhong University of Science and Technology
with a bachelor degree in management and law in 2001. Mr.
Zou joined the Group in 2006.

Mr. Wu Lizhong, aged 47, is the deputy general manager of
Inspur International. He is a senior economist. He graduated
from the College of Business and Economics of Australian
National University with a Master Degree in Business
Management. Before joining the Inspur Group in 1994, Mr.
Wu had worked in several subsidiaries of the Group and
acted as director of certain subsidiaries. Mr. Wu is an expert
in computerisation of tax management and is the vice-
chairman of the Tax Control Device Committee of the China
Computer Industry Association( Bzt E#ip & BILRED
@). His has won various national and provincial awards for his
achievements.
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Corporate Governance Report

The Board is pleased to present this Corporate Governance
Report for the year ended 31 December 2014.

The Board believes that good corporate governance practices
are essential for effective management and enhancement of
shareholders’ value and investors’ confidence.

The Company has taken a proactive approach in strengthening
corporate governance practices, increasing transparency and
sustaining accountability to shareholders through effective
internal control.

THE BOARD

The Company has adopted and complied with the principles set
out in the Code of Corporate Governance Practices (the “CG
Code") contained in Appendix 14 (for Main Board) of the Listing
Rules. In the opinion of the Board, the Company has complied
with all the code provision set out in the CG Code throughout
the year ended 31 December 2014 with the exception of:
(@) Under code provision A.2.1 of the CG Code, the roles of
chairman and chief executive officer (the “"CEQ") should be
separated and should not be performed by the same individual.
Mr. Wang Xingshan is both the Chairman and CEO of the
Company. This structure does not comply with code provision
A.2.1 of the CG Code. The Board considers that vesting the
roles of Chairman and CEO in the same person facilitates the
execution of the Company’s business strategies and maximizes
the effectiveness of its operation. (b) Under code provision
A.6.7 of the CG Code, independent non-executive directors
and other non-executive directors should also attend general
meetings and develop a balanced understanding of the views of
shareholders. Partial Directors were unable to attend the annual
general meeting as they were obliged to be away for business
trips. The Company will improve its meeting scheduling. (c)
Code Provision A.1.1 requires that the Board should meet
regularly and Board meetings should be held at least four times
a year at approximately quarterly intervals. During the Year, two
regular Board meetings and one irregular Board meetings were
held. Although the Board meetings held during the Year were
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Corporate Governance Report
TEER/RRE

not convened on a quarterly basis, the Board considered that
sufficient meetings had been held as business operations were
under the management and the supervision of the executive
Directors. (d) Code Provision A.2.7 requires that the chairman
of the Board (the “Chairman” or the “Chairman of the Board”)
should at least annually hold meetings with the non-executive
Directors (including independent non-executive Directors)
without the executive Directors present. Although the Chairman
did not hold a meeting with the non-executive Directors
without the presence of executive Directors during the Year, he
delegated the company secretary of the Company to gather any
concerns and/or questions that the non-executive Directors and
the independent non-executive Directors might have and report
to him for setting up follow-up meetings, whenever necessary,
in due course.

The Board will continue to enhance the corporate governance
standards and practices of the Company as benefiting the
conduct and growth of its business and to regularly review
such standards and practices to ensure that they comply with
statutory and professional standards and align with the latest
developments. The key corporate governance principles and
practices are as follows:

The Board is responsible for establishing policies, strategies and
plans, providing leadership in creating value and overseeing the
Company'’s financial performance, evaluating the performance
of management on behalf of the shareholders. Directors are
charged with the task of promoting the success of the Company
and making the best interest of the Company. The day-to-day
management, administration and operation of the Company
are in charge by the executive directors and senior management
under the leadership of the Chief Executive Officer. The
Board has also delegated various responsibilities to the Board
Committees. Further details of these committees are set out in
this report.
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The Board meets and discusses on regular basis when required
on the activities and development in the business of the Group.
During the financial year ended 31 December 2014, the Board
held three meetings.

The attendance of the directors at the board meetings are as

follows:

Directors Number of attendance
Mr. Wang Xingshan 3/3
Mr. Chan Dongfeng 3/3
Mr. Sun Chengtong 3/3
Mr. Dong Hailong 3/3
Mr. Wong Lit Chor, Alexis 3/3
Mr. Zhang TiQin 1M
Ms. Dai Ruimin 3/3
Mr. Samuel Y Shen 2/3
Ms. Zhang Ruijun 2/2

* Mr. Zhang Tigin was resigned on 1 April 2014 as an Independent
Non-executive director. Ms. Zhang Ruijun appointed on 1 April
2014 as an independent non-executive director.

Board Minutes are kept by the Company Secretary of the
Company and are sent to the Directors for records and are open
for inspection by the Directors.

Directors have timely access to all relevant information as well
as the advice and services of the Company Secretary and senior
management, with a view to ensuring compliance with Board
procedures and all applicable laws and regulations. Any director
may request independent professional advice in appreciate
circumstances at the Company’s expense, upon reasonable
request made to the Board.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER
(IICEOII)

Mr. Wang Xingshan is both the Chairman and CEO of the
Company. He has executive responsibilities and provides
leadership to the Board so that the Board works effectively and
discharges its responsibilities and that all key and appropriate
issues are discussed by the Board in a timely manner. Also,he
is daily operational decisions and performance of management
of the Group. The Board also comprises Independent Non-
Executive Directors who bring strong independent judgment,
knowledge and experience to the Board. As noted below, all
the Audit Committee members are Independent Non-Executive
Directors. This structure is to ensure a sufficient balance of
power and authority in place within the Group.

BOARD COMPOSITION

Now the Board comprises three Executive Directors, being Mr.
Wang Xingshan, Mr. Chen Dongfeng * and Mr. Sun chengtong
and Non-Executive Directors Mr. Dong Hailong and Samuel Y
Shen and three Independent Non-Executive Directors, being Ms.
Zhang Ruijun ~ Mr. Wong Lit Chor, Alexis and Ms. Dai Ruimin.

The Board members have no financial, business, family or other
material/relevant relationships with each other. Such balanced
board composition is formed to ensure strong independence
exists across the Board. The biographies of the Directors are set
out in Directors and Senior Management Profile section to the
annual report, which demonstrates a diversity of skills, expertise,
experience and qualifications.

The Company has received annual confirmation of
independence from the three Independent Non-Executive
Directors in accordance with Rule 3.13 of the Main Board
Listing Rules. The Board has assessed their independence and
concluded that all the Independent Non-Executive Directors are
independent within the definition of the Listing Rules.
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APPOINTMENTS, RE-ELECTION AND REMOVAL

The Board has established a Nomination Committee (the “NC").
The committee consists of one Executive Director, Mr. Wang
Xing Shan, with two Independent Non-Executive Directors,
Ms. Zhang Ruijun and Mr. Wong Lit Chor, Alexis with effect of
1 April 2014. The primary purpose of the NC is to review the
structure, size and composition (including the skills, knowledge
and experiences) of the Board on a regular basis and make
recommendations to the Board regarding any proposed
changes. The Committee identified suitable individual qualified
to become board members and makes recommendation to
the Board on relevant matters relating to the appointment
or reappointment of directors if necessary, in particular,
candidates who can add value to the management through
their contributions in the relevant strategic business areas and
which appointments will result on the constitution of strong and
diverse Board.

The procedure and process of appointment, re-election and
removal of director are laid down in the Company’s Articles of
Association (the "Articles of Association”). According to the
Articles of Association, all directors of the Company are subject
to retirement by rotation at least once every three years and at
each annual general meeting, one third of the Directors for the
time being shall retire from office for rotation. Besides, any new
director appointed by the Board to fill a casual vacancy or as an
addition to the existing Board shall submit himself/herself for re-
election by shareholders at the next following annual general
meeting.

The meetings of the NC was held once during the year..
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RESPONSIBILITIES OF DIRECTORS

Every newly appointed director is ensured to have a proper
understanding of the operations and business of the Group and
that he is fully aware of his responsibilities under statute and
common law, the Listing Rules, applicable legal requirements
and other regulatory requirements and the business and
governance policies of the issuer. The Directors are continually
updated with legal and regulatory developments, business and
market changes and the strategic development of the Group to
facilitate the discharge of their responsibilities.

The Independent Non-Executive Directors take an active role in
board meetings, contribute to the development of strategies
and policies and make sound judgment on issues of strategy,
policy, performance, accountability, resources, key appointments
and standard of conduct. They will take lead where potential
conflicts of interests arise. They are also members of various
board committees and scrutinize the overall performance of the
Group in achieving agreed corporate goals and objectives, and
monitoring the reporting of performance.

DIRECTORS' SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed issuers (the “Model Code”)
set out in Appendix 10 of Main Board Listing Rule as its own
code of conduct regarding Directors’ securities transactions.
Having made specific enquiries to all Directors, all Directors
confirmed that they have complied with the requirement set
out under the Model Code throughout the period ended
31December 2014.
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SUPPLY OF AND ACCESS TO INFORMATION

In respect of regular board meetings, an agenda and the
accompanying board papers are sent in full to all Directors
at least 3 days before the intended date of a meeting. Board
papers are circulated to the Directors to ensure they have
adequate information before the meeting for the ad hoc
projects.

The Management has the obligation to supply the Board
and its committees with adequate information in a timely
manner to enable it to make informed decisions. Where any
director requires more information than is volunteered by the
Management, each director has separate and independent
access to the issuer’s senior management to make further
enquires if necessary.

All Directors are entitled to have unlimited access to the board
papers and relevant materials. Such information is prepared
to enable the Board to make an informed decision on matters
placed before it.

REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

The Company established a remuneration committee.

The committee consists of one Executive Director, Mr. Wang
Xing Shan, with two Independent Non-Executive Directors, Ms.
Zhang Ruijun and Mr. Wong Lit Chor, Alexis with effect of 1
April 2014.

The principal duties of the remuneration committee are to make
recommendations to the Board on the policy and structure for
the remuneration of the Directors and senior management,
and to consider and approve remuneration for the directors
and senior management by reference to corporate goals and
objectives. The committee shall meet at least once a year if
necessary. No meeting of remuneration committee was held in
the year.
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ACCOUNTABILITY AND AUDIT

The Management provides such explanation and information
to the Board so as to enable the Board to make an informed
assessment of the financial and other information put before
the approval by the Board.

The Directors acknowledge their responsibility to prepare
financial statements for each financial year which give a
true and fair view of the state of affairs of the Group and in
presenting the quarterly results, interim and annual financial
statements and announcements to shareholders. The Directors
aim to present a balanced and understandable assessment of
the Group's, position and prospects. The Board is not aware of
any material uncertainties relating to events or conditions that
may cast significant doubt upon the Group’s ability to continue
as a going concern, the Board therefore continues to adopt the
going concern approach in preparing the accounts.

The Board acknowledges its responsibility to present a balanced,
clear and understandable assessment in the Company’s annual
and interim reports, other price-sensitive announcement and
other financial disclosures required under the Listing Rules, and
reports to the regulators.

The Company applied the principles and complied with all the
code provisions set out in the CG Code throughout the year
ended 31 December 2014, During the year 2014, the Board,
through performed by the external firm, has conducted a review
of the effectiveness of the Group's internal control system
covering all material financial, operational and risk management
functions. These reports are reviewed and appropriate actions
are taken.
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AUDIT COMMITTEE

The Audit Committee currently comprises all three Independent
Non-Executive Directors of the Company, Ms. Zhang Ruijun, Ms.
Dai Ruimin and Mr. Wong Lit Chor, Alexis as the members, who
among themselves possess a wealth of management experience
in the financial profession and commercial sectors.

Directors” attendance at Audit Committee meetings:

Number

Directors of attendance

Mr. Wong Lit Chor, Alexis

(Chairman of the Audit Committee) 2/2
Mr. Zhang Ti Qin 11
Ms. Dai Ruimin 2/2
Ms. Zhang Ruijun 11

The Audit Committee meets the external auditors at least once a
year to discuss any areas of concerns during the audits without
the presence of the management. The Audit Committee
reviews the interim and annual reports before submission to
the Board. The Committee focuses not only on the impact of
the changes in accounting policies and practices but also on the
compliance with accounting standards, the Listing Rules and the
legal requirements in the review of the Company’s interim and
annual reports.

TEERRE

BEREES

EZZBERAAARREM=RBL
FERITEFAEK %ﬂfmf‘ﬁiﬁﬁci
B RRBXLIRBERGLLIREESR
KRB RERUBEXIBXAEEE
ZEBRER -

EEHFEERZERERZEN

= HERE
=RYIRE

(BZRZEEXMRE) 2/2
REEE) ST 1/1
HisHzt 2/2
RIE L 11
EREECHFEFHRL —REINEZE
BER1TE% 5T %ﬁﬂ%ﬂﬂZEﬂFﬂ

B BEETRREE  BRREENE
?&%F%%% RIETEMT R F
BE - ZZEBERFHNARRTHEE
Ei&iﬂj CMEEES ﬁﬁﬁlﬁ&li‘ﬂ &
BoRE  TREAETETER
MR A SRR ZHRTE

RUEBERAR « —ET-—NFEHE @



Corporate Governance Report
TEER/RRE

AUDITORS’ REMUNERATION

During the year, the remuneration paid to the Company’s
auditors, Messrs Deloitte Touche Tohmatsu, is set out as follows:

Fee paid/payable

HK$'000
Services rendered
Audit services 2,000
Other consultancy fee Nil

COMMUNICATIONS WITH SHAREHOLDERS

The Company’s annual general meeting provides a good
opportunity for communication between the Board and
the Company’s shareholders. Chairman of the Board and
Committees are normally present to answer queries raised by
shareholders. External auditors also attend the annual general
meeting every year. Notice of the annual general meeting and
related papers are sent to shareholders at least 20 clear business
days before the meeting.

VOTING BY POLL

At the 2014 annual general meeting, the procedures for
demanding a poll by the shareholders were incorporated in an
annual general meeting circular. The procedures for demanding
a poll by shareholders and for conducting a poll were also
explained by the chairman at the annual general meeting.
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The directors have pleasure in presenting their annual report
and the audited consolidated financial statements for the year
ended 31 December 2014.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of the Group are software development and providing
outsourcing software services. Trading of IT components was
discontinued in 2013.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2014, the five largest
customers accounted for approximately 27.97 % of the
Group's total turnover. The five largest suppliers accounted
for approximately 26.19% of the Group’s total purchases. In
addition, the largest customer accounted for approximately
9.31% of the Group's total turnover while the largest supplier
accounted for approximately 13.95 % of the Group’s total
purchases.

Except for Inspur Group Limited (“Inspur Corporation”), the
substantial shareholder of the Company, and its subsidiaries
(together referred to as “the Inspur Group”), none of the
directors, their associates or any shareholders (which, to
the knowledge of the directors, own more than 5 % of the
Company'’s issued share capital) had any interest in the Group's
five largest customers and suppliers. Sales to and purchases
from the Inspur Group amounted to approximately 4.44% and
0.05 % respectively of the total sales and total purchases of the
Group for the year ended 31 December 2014.

SHARE CAPITAL

Details of movement during the year of the Company’s share
capital are set out in note 31 to the consolidated financial
statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2014
are set out in the consolidated statement of profit or loss on
page 56.
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FINAL DIVIDENDS

At the Annual General Meeting (“AGM") of the Company
to be held on 29 May 2015 (“Forthcoming AGM"), the
Board of Directors (the “Board”) will recommend a final
dividend of HK$0.03 per share with aggregated amount of
HK$27,050,000 (2013: HK$ 0.03 per share) for the year ended
31 December 2014. Subject to the approval of shareholders at
the Forthcoming AGM, the final dividend will be payable on 26
June 2015 to shareholders whose name appears on the register
of members of the Company on 5 June 2015.

PURCHASE, SALES OR REDEMPTION OF LISTED
SECURITIES

During the year ended 31 December 2014, neither the Company
nor any of its subsidiaries had purchased, sold or redeemed any
of the Company’s listed shares.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the
Company’s Memorandum and Articles of Association, or the
laws of the Cayman Islands, which would oblige the Company
to offer new shares on a pro-rata basis to existing shareholders.

RETIREMENT BENEFIT SCHEME

Details of the Group’s retirement benefit scheme are set out in
note 40 to the consolidated financial statements.

SUBSIDIARIES

Particulars of the Company’s subsidiaries are set out in note 43
to the consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements during the year in the property, plant
and equipment of the Group are set out in note 16 to the
consolidated financial statements.
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CONNECTED TRANSACTIONS

Particulars of the Group's related party transactions are set out
in note 41 to the consolidated financial statements, certain of
which also constitute connected transactions under Chapter

14A of the Rules Governing the Listing of Securities on the

Stock Exchange of Hong Kong Limited (the “Listing Rules”). The

connected transactions are as follows:

1.

On 8 April 2004, the Company and the Inspur Group
entered into a trademark licence agreement (the
“Trademark Licence Agreement”) which allowed the
Group to use the trademark “Lang Chao” in Hong Kong,
Taiwan and the People’s Republic of China free of charge.

Further details of such continuing connected transaction
were disclosed in the Company’s prospectus dated 20
April 2004 (the “Prospectus”).

The independent non-executive directors have reviewed
the above connected transaction and confirmed that
the above transaction was in accordance with the
relevant agreement governing the terms that are fair and
reasonable and in the interests of the shareholders of the
Company as a whole.
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2. On 29 November 2013, the Company entered into a new 2 RIZE—=F+—A=+hB- $
framework agreement (“New Framework Agreement”) NAIEEKREFERHEEFRA
with Inspur Group Limited, substantial shareholder, which &ﬁﬂﬁ% al(#tHE R iﬁﬁl)ﬂ
integrate the current continuing connected transactions SFTER R ([FER R - &
with Inspur Group Limited and its subsidiaries (collectively BRIARIMBERAEIZRED R

RERBER « TEEFWT :

referred to as “Inspur Group”) under five categories of

activities which are in line with the current business model

of the Group. The major terms set out as follow:

A

Supply Transactions

On 29 August 2014, the Company and Inspur Group
entered into the Supplemental Agreement ,The
maximum annual caps under Supply Transactions
will not exceed RMB9,600,000, RMB 10,500,000 and
RMB11,550,000 for each of the financial year ended
2014,2015 and 2016 respectively.

Further details of such continuing connected
transaction were disclosed in the Company’s circular
dated 16 October 2014 (the “Circular”) and 29
August 2014 announcement .

The aggregate transactions under Supply
Transactions for the year ended 31 December
2014 amounted to approximately RMB9,487,997
(approximately HK$11,972,236).

The independent non-executive directors have
reviewed the above connected transactions for the
year ended 31 December 2014 and confirmed that
the Supply Transactions were (i) in the ordinary
course and usual course of the Group'’s business; (ii)
on terms no less favourable to the Group than terms
available to independent third parties who are not
connected persons of the Group as defined in the
Listing Rules; and (iii) in accordance with the relevant
agreement governing the Supply Transactions on
terms that are fair and reasonable and in the interests
of the shareholders of the Group as a whole.
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Selling Agency Transactions

The Group appoints Inspur Group to act as selling
agent 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 sales value of the
products and the services. The maximum annual caps
of the value of transactions under Selling Agency
Transactions will not exceed RMB 370,000,000 -
RMB 407,000,000 and RMB 447,000,000 for each of
the financial year ended 31 December 2014, 20125
and 2016 respectively. The expected maximum
amounts of commissions to be paid by the Group to
the Inspur Group will not exceed RMB 3,700,000 *
RMB 4,070,000 and RMB 4,470,000 for each of the
financial year ended 31 December 2014, 2015 and
2016 respectively.

Further details of such continuing connected
transaction were disclosed in the Company’s circular
dated 16 October 2014 (the “Circular”) and 29
August 2014 announcement .

The aggregate transactions under Selling Agency
Transactions for the year ended 31 December 2014
amounted to RMB 369,734,495 (equivalent to
approximately HK$466,541,950) and the related
commission amounted to RMB 3,624,876 (equivalent
to approximately HK$4,573,976).
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The independent non-executive directors have
reviewed the above connected transactions for
the year ended 31 December 2014 and confirmed
that the Selling Agency Transactions were (i) in the
ordinary course and usual course of the Group's
business; (ii) on terms no less favourable to the
Group than terms available to independent third
parties who are not connected persons of the Group
as defined in the Listing Rules; and (iii) in accordance
with the relevant agreement governing the Selling
Agency Transactions on terms that are fair and
reasonable and in the interests of the shareholders of
the Group as a whole.

Purchase Transactions

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 maximum annual caps under supply Transactions
will not exceed RMB 183,000,000 * RMB
200,000,000 adn RMB 220,000,000 for each of the
financial year ended 31 December 2014 and 2015
and 2016 respectively.

Further details of such continuing connected
transaction were disclosed in the Company’s circular
dated 16 October 2014 (the “Circular”) and 29
August 2014 announcement .
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The aggregate transactions under Purchase
Transactions for the year ended 31 December 2014
amounted to RMB139,087,461 (equivalent to
approximately HK$175,504,683).

The independent non-executive directors have
reviewed the above connected transactions for the
year ended 31 December 2014 and confirmed that
the Purchase Transactions were (i) in the ordinary
course and usual course of the Group’s business; (ii)
on terms no less favourable to the Group than terms
available to independent third parties who are not
connected persons of the Group as defined in the
Listing Rules; and (iii) in accordance with the relevant
agreement governing the Purchase Transactions
on terms that are fair and reasonable and in the
interests of the shareholders of the Group as a
whole.

Common Services Transactions

The Inspur Group shall provide office, water, heat,
electricity and vehicles for use (“Common Services”)
by the Group. The expenses to be charged will
be agreed upon between the parties and shall be
determined based on normal commercial terms
through arm’s length negotiation or on terms no less
favourable than he terms available from independent
third partis for provision of similar services. The
maximum annual amount of the expenses payable to
Inspur Group for each of the three years ending 31
December 2016 is RMB 9,800,000, RMB 10,800,000
and RMB 12,000,000 respectively.

Further details of such continuing connected
transaction were disclosed in the Circular dated 9
January 2014.
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The use of Common Services for the year ended
31 December 2014 amounted to approximately
RMB$8,923,511 (equivalent to approximately
HK$11,259,951).

The independent non-executive directors have
reviewed the above connected transactions for the
year ended 31 December 2014 and confirmed that
the Common Services Transactions were (i) in the
ordinary course and usual course of the Group's
business; (ii) on terms no less favourable to the
Group than terms available to independent third
parties who are not connected persons of the Group
as defined in the Listing Rules; and (iii) in accordance
with the relevant agreement governing the Common
Services Transactions on terms that are fair and
reasonable and in the interests of the shareholders of
the Group as a whole.

Processing Transactions

Inspur Commercial System Company Limted (“Inspur
Commercial”) has appointed Inspur Software Group
Company Limited (“Inspur Software”) previously
known as 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 thesaid rate
is comparable to the rates in the market. In general,
Inspur Business will pay the price of the taxcollection
cashier machines (including the processing fee)
within 30 days after receipt of the goods. Inspur
Business and Inspur Group agreed that the
maximum annual caps of the Cashier Machines will
not exceed RMB27,000,000, RMB27,000,000 and
RMB27,000,000 for the year ended 31 December
2014, 2015 and 2016 respectively.

Further details of such continuing connected
transaction were disclosed in the Circular dated 9
January 2014.
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The aggregate amount under Processing Transactions
for the year ended 31 December 2014amounted
to approximately RMB10,752,191 (equivalent to
approximately HK$13,567,434).

The independent non-executive directors have
reviewed the above connected transactions for the
year ended 31 December 2014 and confirmed that
the Processing Transactions were (i) in the ordinary
course and usual course of the Group’s business; (ii)
on terms no less favourable to the Group than terms
available to independent third parties who are not
connected persons of the Group as defined in the
Listing Rules; and (iii) in accordance with the relevant
agreement governing the Processing Transactions
on terms that are fair and reasonable and in the
interests of the shareholders of the Group as a
whole.

Entrusted loan

The Group entered into an entrusted loan framework
agreement A on 29 August 2014, pursuant to which
the Group agree to provide Entrustment Loans to Inspur
Electronic Information Industry Co., Limited CR#E +&
MEZER D AR A F]) through financial institutions. At
the same time, The Group entered into an entrusted loan
framework agreement B on 29 August 2014, pursuant
to which the Group agree to provide Entrustment Loans
to Inspur Software Co., Limited GR# {10 B R A 7))
through financial institutions.
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The maximum amount (including the accrued interest) at
any time outstanding under the Framework Agreement
A shall not exceed RMB300,000,000 (equivalent
to approximately HK$378,000,000). The maximum
amount (including the accrued interest) at any time
outstanding under the Framework Agreement B shall not
exceed RMB200,000,000 (equivalent to approximately
HK$252,000,000).

Further details of such continuing connected transaction
were disclosed in the Circular dated 16 October 2014 (the
“Circular”) and 29 August 2014 announcement.

The aggregate transactions under Entrusted loan
for the year ended 31 December 2014 amounted
to RMB110,000,000 (equivalent to approximately
HK$138,801,262).

The Directors (including the independent nonexecutive
Directors) have reviewed the above connected transactions
for the year ended 31 December 2014 and confirmed that
the Purchase Transactions were (i) in the ordinary course
and usual course of the Group’s business; (ii) on terms
no less favourable to the Group than terms available to
independent third parties who are not connected persons
of the Group as defined in the Listing Rules; and (iii)
in accordance with the relevant agreement governing
the Purchase Transactions on terms that are fair and
reasonable and in the interests of the shareholders of the
Group as a whole.
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During the year ended 31 December 2014, the Group
disposed the total equity of Inspur Commercial Litimed to
Inspur Cheeloo, a fellow subsidiary of the Company for
a cash consideration of RMB30,000,000 (equivalent to
approximately HK$37,430,000).

During the year ended 31 December 2014, the Group
rental properties to a fellow subsidiary of the Company,the
rental income of HK $ 644,000.

The Company has complied with the disclosure
requirements prescribed in Chapter 14A of the Listing
Rules with respect to the above connected transactions
and continuing connected transactions. In addition,
Pursuant to Rule 14A.38 of the Listing Rules, the Board
has engaged the auditors of the Company to perform
certain procedures on the aforesaid continuing connected
transactions. Based on the work performed, the auditors
of the Company have provided a letter to the Board
confirming that the aforesaid continuing connected
transactions:

(i)  have been approved by the Directors;

(i) were entered into in accordance with the pricing
policies of the Company;

(i) were entered into in accordance with the terms of
the relevant agreements governing such transactions;
and

(iv)  did not exceed the annual cap amounts.

A copy of the auditor’s letter has been provided by the
Company to the Stock Exchange.
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DISTRIBUTABLE RESERVES OF THE COMPANY

As at 31 December 2014, the Company’s reserves available for
distribution are set out as below:

Share premium f& 17 % B
Preferred share equity reserve BRI E
Share option reserve BIRERE
Accumulated profits B

Other reserves HAth & s

Under the Companies Law, Cap. 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands, the share
premium of the Company may be distributed subject to the
provision of the Company’'s Memorandum and Articles of
Association and provided that immediately following the date on
which the dividend is proposed to be distributed, the Company
will be in a position to pay off its debts as and when they fall due
in the ordinary course of business. This share premium account
may also be distributed in the form of fully paid bonus shares.

DIRECTORS

The directors of the Company during the year and up to the
date of this report were:

Mr. Wang Xingshan
Mr. Chen Dongfeng
Mr. Sun Chengtong
Mr. Dong Hailong
Mr.Samuel Y Shen
Ms.Zhang Ruijun

(appoint on 1 April 2014)
Mr. Wong Lit Chor, Alexis
Ms. Dai Ruimin

(resigned on 17 April 2015)
Mr. Zhang Tigin

(resigned on 1 April 2014)
Ms. Geng Yushui

(appointed on 17 April 2015)
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DIRECTORS’ SERVICE CONTRACTS

None of the directors has a service contract with the Company
which is not determinable by the Group within one year
without payment of compensation, other than the statutory
compensation.

DIRECTORS' INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No contract of significance to which the Company, any of its
holding companies, fellow subsidiaries or subsidiaries was a
party and in which a director of the Company had a material
interest, whether directly or indirectly, subsisted at the end of
the year or at any time during the year.

DIRECTORS' AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN THE
SHARES OF THE COMPANY

As at 31 December 2014, the interests and short positions of
the directors and the chief executive and their associates in
the shares and underlying shares of the Company or any of its
associated corporations, as recorded in the register required
to be kept by the Company pursuant to Section 352 of the
Securities and Futures Ordinance (the “SFO"), or as otherwise
notified to the Company and The Stock Exchange of Hong Kong
Limited pursuant to the Model Code contained in the Listing
Rules were as follows:

(a) Long positions in the shares of the Company

Name of director Capacity
BEEpnS 56

Dong Hailong Beneficial owner
Eig8e EmERA
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(b) Long positions in the underlying shares of
equity derivatives of the Company

(b)

Options in the Company (Unlisted and physically settled

equity derivatives)

Name of director

ESHSR

Wang Xingshan
T8

Chen Dongfeng
PR AR

Dong Hailong
T8

Sun Chengtong
A

Wong Lit Chor
=AY

Capacity

)

Owner
7 ZEDN
Owner
wmEA
Owner
wmEA
Owner
wmEA
Owner

A A

Description of
equity derivates

RABTHE
T AENFHE
(Note
(M%)

Share Option
fE R

Share Option
edigs

Share Option
fEA

Share Option
fE R

Share Option
fE A

Note (1):  On 10 December 2010,The share options were
granted to director under the Share Option Scheme.

Save as disclosed above, as at 31 December 2014, none

of the directors or the chief executive or its associates had

any interests or short positions in any shares or underlying

shares of equity derivatives of the Company or any of its

associated corporations.
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2014, the register of substantial
shareholders maintained by the Company pursuant to Section
336 of the SFO shows that, the following shareholders other
than the directors of the Company had notified the Company of
relevant interests in the issued capital of the Company.

(a) Long position in shares and underlying
shares of the Company

Ordinary shares of HK$0.01 each of the Company

Name of shareholder Type of Interests
TERRHSE BB ERER

Inspur Group Limited Corporate (Note 1)
RHEERR AT ~al(fsET)

Inspur Overseas Investment Limited Beneficial owner (Note 1)
RBIMEERR AT BEnlEa AMEE)
Wang Yu Kun Beneficial owner

TTE EREEA

Note 1: Inspur Group Limited is taken to be interested

in 288,478,000shares due to its indirect 100%
shareholdings in the issued share capital of Inspur
Overseas Investment Limited.

As at 31 December 2014, no persons have any other
relevant interests or short positions in shares or underlying
shares of equity derivatives of the Company.
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MANAGEMENT CONTRACTS

No contracts concerning the management and administration
of the whole or any substantial part of the business of the
Company were entered into or existed during the year.

SHARE OPTIONS

Details of the Company’s share option schemes are set out in
note 32 to the consolidated financial statements.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Other than the option holdings disclosed above, at no time
during the year was the Company, its holding company, or
any of its subsidiaries or fellow subsidiaries, a party to any
arrangements to enable the directors of the Company to acquire
benefits by means of the acquisition of shares in, or debentures
of, the Company or any other body corporate.

COMPETING INTEREST

During the year ended 31 December 2014, none of the
directors, chief executive, initial management shareholders or
its substantial shareholders of the Company or their respective
associates (as defined in the Listing Rules) had any interests
in a business which competes with or may compete with the
business of the Group.

AUDIT COMMITTEE

The audit committee comprises three independent non-
executive directors, Ms Zhang Ruijun ,Wong Lit Chor, Alexis and
Ms Dai Ruimin. Mr. Wong Lit Chor, Alexis is the chairman of
the audit committee. The primary duties of the audit committee
are to review and supervise the financial reporting process and
internal control systems of the Group.
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Up to the date of approval of these consolidated financial
statements, the audit committee has held two meetings
and has reviewed the Company’s draft annual and interim
financial reports and consolidated financial statements prior
to recommending such reports and consolidated financial
statements to the Board for approval.

The Group’s audited results for the year ended 31 December
2014 have been reviewed by the audit committee, which was of
the opinion that the preparation of such results complied with
the applicable accounting standards and requirements and that
adequate disclosures have been made.

CORPORATE GOVERNANCE

The Group has complied with the applicable code provisions set
out in the Code of Corporate Governance Practices (the “Code”)
contained in Appendix 14 of Listing Rules for Main Board
throughout the period ended 31 December 2014, save as:

(@) Under code provision A.2.1 of the CG Code, the roles of
chairman and chief executive officer (the “CEQ") should
be separated and should not be performed by the same
individual. Mr. Wang Xingshan is both the Chairman and
CEO of the Company. This structure does not comply with
code provision A.2.1 of the CG Code. The Board considers
that vesting the roles of Chairman and CEO in the same
person facilitates the execution of the Company’s business
strategies and maximizes the effectiveness of its operation.

(b)  Under code provision A.6.7 of the CG Code, independent
non-executive directors and other non-executive directors
should also attend general meetings and develop a
balanced understanding of the views of shareholders.
Independent non-executive Directors and non-executive
Directors were unable to attend the annual general
meeting as they were obliged to be away for business
trips. The Company will improve its meeting scheduling
and arrangement in order to ensure full compliance with
Code A.6.7 in future.
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Directors’ Report
BEEgWmE

() Code Provision A.1.1 requires that the Board should meet
regularly and Board meetings should be held at least four
times a year at approximately quarterly intervals. During
the Year, two regular Board meetings and one irregular
Board meetings were held. Although the Board meetings
held during the Year were not convened on a quarterly
basis, the Board considered that sufficient meetings
had been held as business operations were under the
management and the supervision of the executive
Directors.

(d) Code Provision A.2.7 requires that the chairman of the
Board (the “Chairman” or the “Chairman of the Board"”)
should at least annually hold meetings with the non-
executive Directors (including independent non-executive
Directors) without the executive Directors present.
Although the Chairman did not hold a meeting with the
non-executive Directors without the presence of executive
Directors during the Year, he delegated the company
secretary of the Company to gather any concerns and/
or questions that the non-executive Directors and the
independent non-executive Directors might have and
report to him for setting up follow-up meetings, whenever
necessary, in due course.

INDEPENDENCE OF INDEPENDENT
NONEXECUTIVE DIRECTORS

The Company confirmed that annual confirmations of
independence were received from each of the Company's
independent non-executive directors pursuant to Rule 3.13 of
the Listing Rules and all independent non-executive directors are
considered to be independent.
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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 Listed issuers (the “Model Code”)
set out in Appendix 10 of Main Board Listing Rule as its own
code of conduct regarding Directors’ securities transactions.
Having made specific enquiries to all Directors, all Directors
confirmed that they have complied with the requirement set
out under the Model Code throughout the period ended 31
December 2014.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up
by the Remuneration Committee on the basis of their merit,
qualifications and competence.

The emoluments of the directors of the Company are decided by
the Remuneration Committee, having regard to the Company'’s
operating results, individual performance and comparable
market statistics.

The Company has adopted a share option scheme as an
incentive to directors and eligible employees, details of the
scheme are set out in note 32 to the consolidated financial
statements.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float
throughout the year ended 31 December 2014.
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Directors’ Report
BEEgWmE

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed during
the following periods:

(i) The register of members will be closed from 27 May 2015
to 29 May 2015 (both dates inclusive), during which
period no transfer of shares will be effected. In order to
qualify to attend and vote at the AGM, all transfers of
shares accompanied by the relevant share certificates must
be lodged with the Hong Kong branch share registrar
of the Company, Computershare Hong Kong Investor
Services Limited, at 17 Floor1712-1716 room, Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong for
registration no later than 4:30 p.m. on 26 May 2015.

(i) The register of members will be closed from 5 June 2015,
during which period no transfer of shares will be effected.
In order to qualify for the proposed final dividend, all
transfers of shares accompanied by the relevant share
certificates must be lodged with the Hong Kong branch
share registrar of the Company, Computershare Hong
Kong Investor Services Limited, at 17 Floor1712-1716
room, Hopewell Centre, 183 Queen’s Road East, Wanchai,
Hong Kong for registration no later than 4:30 p.m. on 4
June 2015.

AUDITOR

A resolution will be submitted to the annual general meeting to
reappoint Messrs. Deloitte Touche Tohmatsu as the auditor of
the Company. There has been no change in the auditor of the
Company since its incorporation on 29 January 2003.

On behalf of the Board
Wang Xingshan
CHAIRMAN

26th March 2015
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Independent Auditor’s Report

Deloitte.

TO THE MEMBERS OF INSPUR
INTERNATIONAL LIMITED

REEFRERDF

(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Inspur
International Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 56 to
222, which comprise the consolidated statement of financial
position as at 31 December 2014, and the consolidated
statement of profit or loss, consolidated statement of profit or
loss and other comprehensive income, consolidated statement
of changes in equity and consolidated statement of cash
flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

DIRECTORS' RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the
preparation of the consolidated financial statements that give
a true and fair view in accordance with Hong Kong Financial
Reporting Standards issued by the Hong Kong Institute of
Certified Public Accountants and the disclosure requirements
of the Hong Kong Companies Ordinance, and for such internal
control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.
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Independent Auditor’s Report
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AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our
opinion solely to you, as a body, in accordance with our agreed
terms of engagement, and for no other purpose. We do not
assume responsibility towards or accept liability to any other
person for the contents of this report. We conducted our audit
in accordance with Hong Kong Standards on Auditing issued by
the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of
material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s
preparation of the consolidated financial statements that give a
true and fair view in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit
opinion.
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Independent Auditor’s Report
B 3 B BT R

OPINION =
In our opinion, the consolidated financial statements give a BMRA  ZERSVBREREBES
true and fair view of the state of affairs of the Group as at 31 B BHEEAEEMAAMRE &

December 2014, and of its loss and cash flows for the year EERN - ZF—NFE+ A =+—HHE
then ended in accordance with Hong Kong Financial Reporting BARAREHEZB FFERNEBRE

Standards and have been properly prepared in accordance emE - WERBEEQRGHNHEE
with the disclosure requirements of the Hong Kong Companies RELESRE -

Ordinance.

Deloitte Touche Tohmatsu =g o EBERS ST

Certified Public Accountants MESEHAD

Hong Kong B

26 March 2015 —E—RF=A=+/\H
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Consolidated Statement of Profit or Loss

mEeEBRK
For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

Continuing operations
Revenue
Cost of sales

Gross profit
Other income
Other gains and losses
Administrative and other

operating expenses
Selling and distribution expenses
Finance costs
Impairment loss on goodwill
Impairment of other intangible assets
Impairment loss on investment

in an associate
Share of (loss) profit of an associate
Share of loss of a joint venture

Loss before tax
Income tax expense

Loss for the year from
continuing operations

Discontinued operations
Profit for the year from
discontinued operations

(Loss) profit for the year

NOTES
B 5
BEREER
A 7
$HE R AR
EF
H U A 9
H bl & &8 9
TR N E b 238 B
HE KD AR
B FE R AN 11
2R EEE 11
H bR A ERE 19
B 2N R E R EE 1B
23
FE(E B = A\ (B8 ) &
JEEE & AT &R
BREiAIE 1B 11
FTig i 2 10
FEEEETE 2 FAEE
BRI
REBRIEER
F N A 35
FR(EE) R
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2014 2013
—ZE—-NmF —E—=4F
HKS$°000 HK$'000
FHET FET
1,703,128 1,300,980
(1,148,837) (857,206)
554,291 443,774
137,186 93,533
4,855 7,549
(346,202) (357,127)
(372,984) (304,073)
— (4,974)

— (14,491)
(12,964) —
— (19,213)
(18,821) 9,018
(7,177) (4,938)
(61,816) (150,942)
(8,400) (1,282)
(70,216) (152,224)
— 268,183
(70,216) 115,959




Consolidated Statement of Profit or Loss
HEBRHER

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

NOTES 2014 2013
Bt aE —E-mF —E—=F
HK$°000 HK$ 000
FET FET
(Loss) profit for the year attributable 7N R1#EH A B
to owners of the Company FA(EE) &R
— from continuing operations — RBFFELEER (69,100) (150,487)
— from discontinued operations —REBERIEER = 268,183
(Loss) profit for the year attributable 7N Fl#EH A &Y
to owners of the Company FREE)EF (69,100) 117,696
Loss for the year attributable to FEIE AR M o RS
non-controlling interest WNEEBE (1,116) (1,737)
(70,216) 115,959
(Loss) earnings per share BR(EE)ER
From continuing and REFELE
discontinued operations BRI T 15
— Basic —EK (HK7.66 cents) HK13.81 cents
(7.6678L) 13.817% 1l
— Diluted — e (HK7.66 cents) HK13.81 cents
(7.66781ll) 13.817%1l
From continuing operations REFHESE T 15
— Basic — &R (HK7.66 cents) (HK17.65 cents)
(7.66584l)  (17.65/81l)
— Diluted —#58 (HK7.66 cents) (HK17.65 cents)

(7.66384L) (17.655511L)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
FEeRaRAMR2EKRER

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

2014 2013
—2-mFE —T-=F
HK$°000 HK$ 000
FET FET
(Loss) profit for the year FR(EE) & (70,216) 115,959
Other comprehensive (expense) income:  H 2 (B3 ) W :
Item that will not be reclassified TEREFTHEE
to profit or loss: BamaEE -
Exchange differences arising from translation — #& A& 2 R E ¥ M
to presentation currency ELEZIENZ5E (10,374) 50,217
Total comprehensive (expense) income FRE2E(FAX)
for the year W s 48 %8 (80,590) 166,176
Total comprehensive (expense) income EiE2E(AX)
for the year attributable to: a4 %E -
— Owners of the Company . YNGIE ZSUN (79,437) 167,746
— Non-controlling interests — IEIEAR (1,153) (1,570)
(80,590) 166,176
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Consolidated Statement of Financial Position

Non-current assets

Property, plant and equipment

Investment property

Prepaid lease payments

Other intangible assets

Deposits for acquisition of
property, plant and equipment

Available-for-sale investments

Interest in an associate

Interest in a joint venture

Current assets

Inventories
Trade and bills receivables

Prepaid lease payments
Prepayments, deposits and
other receivables
Amounts due from customers
for contract work
Entrusted loan receivable
Amount due from ultimate
holding company
Amounts due from
fellow subsidiaries
Taxation recoverable
Pledged bank deposits
Bank balances and cash

{4

R &

plilRy

FRBEE

% - BERRE
A%
BT E
R AR
EME « BER
BEzEe
A E 2 24
WA
ABATES
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/

B 5 REUERF &
e R &
BT EE R
BARIE B2k
H At i U AR 3K
EREF &K
TiEskEE
EREFTER
JE W B A4 AR
A R)FEE
JE L2 R = [ Bf /B
NSIE ¢

AU B Fi B
DR ITIER
BITEBRIRS
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NOTES
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16
17
18
19

20
21
22

23

24
18

25
26

29

29

27
27

e MR &R

At 31 December 2014

RZZ—mFE+=A=+—H
2014 2013
—E-mF —T—=F
HK$°000 HK$ 000
FET FHET
522,449 242,710
10,518 10,839
38,503 39,652
— 16,669
71,152 —
22,669 23,433
95,640 122,848
172,666 118,077
933,597 574,228
55,648 28,271
375,395 295,702
924 929
69,085 78,632
28,344 32,987
139,598 509,585
36,036 9,423
241,554 192,689
113 95
29,537 15,656
1,015,994 897,467
1,992,228 2,061,436
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Consolidated Statement of Financial Position
EEMBRRE

At 31 December 2014
R=ZE—mFE+=A=1+—H

NOTES 2014 2013
B 5 —E-mE =5
HK$'000 HK$ 000
FET FET
Current liabilities mB B A
Trade and bills payables B 5 RNRR K
ANEY 28 302,047 188,779
Other payables, deposits EM BRI
received and accrued expenses B Wiz e M EATF S 393,287 265,575
Amounts due to customers ERNEEEX
for contract work TiEFREE 25 253,034 104,823
Amount due to ultimate e B A4 iR
holding company NCIFE: 30 2,781 3,102
Amounts due to fellow subsidiaries & {7 & Ef{ B
NGIE ¢ 30 65,121 54,536
Deferred income - EEWAN —
government grant BT 48 BN 33 16,884 11,220
Taxation payable FEIFR IR 9,798 6,577
1,042,952 634,612
Net current assets MENE R 949,276 1,426,824
Total assets less current liabilities BEERREERE 1,882,873 2,001,052
Non-current liabilities EmBEE
Deferred income - FIEWA —
government grant B #66 B 33 27,698 40,403
Deferred tax liabilities RIEFIE & E 34 20,619 18,402
48,317 58,805
1,834,556 1,942,247
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Consolidated Statement of Financial Position
mEeEMBERRE

At 31 December 2014
—E-mFE+=-A=1+—H

NOTES 2014 2013
B aE —E-MF —T-=F
HK$°000 HK$ ‘000
FHET FET
Capital and reserves IR K
Share capital N 31 9,015 9,015
Reserves s 1,822,598 1,929,136
Equity attributable to owners ZANCIEZ Y SN
of the Company JE 5 AR A 1,831,613 1,938,151
Non-controlling interests SRR = 2,943 4,096
Total equity S4BT 1,834,556 1,942,247

The consolidated financial statements on pages 56 to 222 were HMNES6 BEF 222 AMira W BWwE
approved and authorised for issue by the Board of Directors on KAEESEHAERBER-_Z—1F=

26 March 2015 and are signed on its behalf by: A= ‘1'/\ BT WHTIESKKE
E- e
DIRECTOR DIRECTOR
EF BF
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Consolidated Statement of Changes
ey Eay IR ES

For the year ended 31 December 2014
BE_Z-NFE+-A=1+—BItFE

in Equity

Attributable to owners of the Company

Share ~ Share  Other  Special
Gpitl  premium  resenve  reserve
Bx  ROEE BEEE 4RER
HS00 S0 HSOw HSon
it Tt T
(Notea) ~ (Notet)

(Ffia)  (REb)

At January 2013 R-2-=£-f-R 845 8600 (2634 9
Profit for the year ERiE = = - -
Fuchange iferences asing o tslaon REELIERAR - - - -
Totalcomprehensie income (expenses)forthe year Em2Ea ER a8 = = = =
fsuance of sates Upon conveson ofredeemable TERELRELL
comertleprfered shates &k % B0 = =
Didend paid (note 14 EffaY) - - - -
Contrbutions fom non-controling nerests HERERIEE - - -
50 93,000 - -
At31 December 2013 RZ3-ZF+2f=1-R 9015 93017 (2634 9
Loss for the year EfgE - - - _
Fxchange diffrence aing on rnsiton REELIERER - - - -
Total comprefiensie experse for he ear ERAERRAE - - - -
Dividend paid (note 14) EfE(H 1) - - - -
At31 December 2014 RoF-BETZR=-A o015 0 (630) 9
Notes:

(@  Other reserve was resulted from the acquisition of partial interest
in a subsidiary in prior years without changes in control.

(b)  The special reserve of the Group represents the difference
between the nominal value of the shares of the subsidiaries and
the nominal amount of the Company's shares issued for the
acquisition at the time of the reorganisation prior to the listing of
the Company's shares in 2003.
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RATRBARE
Preferred
shares  Share Non-
equity ~ option controling

reserve  reserve  Tranlation  Retained interests
Bk BRE  oreene  opofts  Tol EER
BERE  BE EXRE 2eER & B
oS00 RSO SO0 SO RSO RSO

T T~ T~ = Tt~ T~
i TAT 78T Tér TET TAT

343 063 049 59705 170224 3078

- - - 17e% 1766 (173)
- = 00 = 5000 167

- - 5000 176% 1677 (1570)

- - - - 8% -
- - - Ew sE -
- - - - -

- - N0 9B 3w 1018

B4 D3 5049 6906 198815 40%

- - = (9t00) (@900)  (1116)
- - (1033) - @) j)

S U

_ = - o) Qo)

© s e

B4 063 6 5585 181618 298

Total
it
HS000
i

1,705,282

115959
027

166,176

93,566
(25,365)

158
236,965

1942241

(T0216)
[

[
)
fwe

1834556

(@) RBEFE  HMFHEEREWENEB
NEIEE D M as o B IR E SR G
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Consolidated Statement of Cash Flows
GERERERR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

2014 2013
—E-IF —T-=F
HK$000 HK$°000
FET T
OPERATING ACTIVITIES BEXER
(Loss) profit for the year FR(EE) R (70,216) 115,959
Adjustments for: BT IERE
Income tax PriSHE 8,400 9,951
Share of loss of an associate JEIGEE S A R AR 18,821 (9,018)
Share of loss of a joint venture 3Nl 3= 7177 4,938
Entrusted loan interest income ZAETFBHA (13,657) (2,000)
Interest income FEBUA (32,345) (26,922)
Interest expenses F SR — 4,974
Dividend income from available AEHEREES
-for-sale investments ZRREMA (1,640) —
Amortisation of other intangible assets Hib & Es 3,705 5,568
Depreciation of property, plant nx - BEX
and equipment RIETTE 18,577 26,659
Depreciation of investment property REWFFE 321 321
Net loss (gain) and written off on disposal ~ HHEW%E ~ BFE &
of property, plant and equipment L P
(Moas ) 558 K e 103 (645)
Allowance for bad and doubtful debts REBRE 36,347 26,912
Reversal of allowance for RBRR B D
bad and doubtful debts (2,737) (4,561)
Write-down of inventories FEMR 2,784 7,638
Deferred income - government RREHR BT
grant recognised in profit or loss WA — R B (16,644) (8,190)
Gain on disposal of a subsidiary HERBA Rz Kz (287) (224.314)
Gain on disposal of digital media business HERBRE
E WA 6 — (12,149)
Fair value change in convertible Al O A A 5T
option derivatives embedded BZBRAF A
in redeemable convertible HQ’HHE@TEI’E‘
preferred shares ZATFERE — 11,145
Impairment loss on goodwill EEREERE — 14,491
Impairment loss on investment LN £
of an associate AEEE — 19,213
Impairment loss on other intangible assets ~ E 4 E & ER{EE1E 12,964 —
Impairment loss on amounts due EhEPAEHTIRE
from customers for contract work REBRERER 18,287 6,105
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Consolidated Statement of Cash Flows

MEBRSREBWME

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

Operating cash flows before
movements in working capital

(Increase) decrease in inventories

Increase in trade and bills receivables

Increase in prepayments, deposits
and other receivables

(Increase) decrease in amounts due
from customers for contract work

Decrease (increase) in amounts due
from fellow subsidiaries

(Increase) decrease in amount due
from ultimate holding company

Increase in trade and bills payables

Increase in other payables, deposits
received and accrued expenses
Increase in amounts due to
customers for contract work
Increase in amounts due to
fellow subsidiaries
(Decrease) increase in amount due
to ultimate holding company
Receipts of deferred
income - government grant

Cash generated (used in)
from operations
Income taxes paid

NET CASH GENERATED FROM
(USED IN) OPERATING ACTIVITIES

2014 2013
—E-NF —T—=F
HK$'000 HK$'000
FET FET
HEECHBFEE

REnE (10,040) (33,925)
FEOEM) RS (30,783) 2,871
EE A ET 9T

ZEEM (116,102) (139,131)
BFE - Re REM

JE I BR FK3E N (64,321) (15,260)
EREFEHTIRE

REBOGEM)H D (13,842) 1,703
RS BB

FER A (350) 10,561 (30,495)
e B XA IR A F)

RECE M) RS (28,863) 4,450
EONANE L9

ARES Sl 114,662 43,005
Hib RIS - B

e RIEST RN 136,788 87,878
EREEEHIR

FEBHE N 148,940 17,158
ERRSEHRBRR

FEBE N 11,649 19,797
e B ARAE IR F)

IO )HE (292) 271
WEGEEWA —

B B 10,023 39,751
LEMR(FIA)RS 168,380 (1,927)
B FENR (3,130 (5,640)
BEEKME

(FPA)HReFE 165,250 (7,567)
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INVESTING ACTIVITIES
Purchase of property, plant and equipment
Entrusted loan advanced to
a fellow subsidiary
Net cash from disposal of a subsidiary

Proceeds from disposal of
assets of digital media business
Interest received
Withdrawal of pledged bank deposits
Placement to pledged bank deposits
Proceeds from disposal of property,
plant and equipment
Dividend received from available-
for-sale investments
Repayment of entrusted loan from
a fellow subsidiary
Capital injection in a joint venture
Dividend received from an associate

Advances to fellow subsidiaries
Advance to ultimate holding company
Repayment from ultimate holding company

NET CASH USED IN
INVESTING ACTIVITIES

Consolidated Statement of Cash Flows
GERERERR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

NOTE 2014 2013
Fi3E —E-NF —T—=F
HK$'000 HK$'000
FET FET
RE£HK
BEYE  BELRE (299,770) (158,870)
RIEEIEEN=ING!

B2 EFER (138,766) (507,585)
HEHBQRME

e 36 (4,344) 233,257
BTG IR A 7%

BEZFEHIA — 37,430
BEYHE 32,345 26,922
RREHEBRITER 39,754 5,569
FREERRITER (53,729) (6,055)
HEWE - BE K

REFTISHIA 861 408
BHREAIHHE

BREZRE 1,640 —
FEEHBAREER
FEER 519,525 —
REERREE (63,091) —
BEHOR g HEE A A

ZHBRB 7,997 —
PR TREEHERR (60,985) (51,147)
BR T HREIERA A = (1,597)
RAISER R RIER 2,087 —
RE£KHA

BeFE (16,476) (421,668)
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Consolidated Statement of Cash Flows

MEBRSREBWME

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

FINANCING ACTIVITIES
Interest paid to redeemable

convertible preferred shares holder
Dividend paid to ordinary shareholders

Payment for redemption of

redeemable convertible preferred shares

Repayment to ultimate

holding company
Advance from fellow subsidiaries
Capital injection from

other shareholder of a subsidiary

NET CASH (USED IN) FROM
FINANCING ACTIVITIES

NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF THE YEAR

EFFECT OF FOREIGN EXCHANGE
RATE CHANGES

CASH AND CASH EQUIVALENTS
AT END OF THE YEAR
Bank balances and cash

BMERHK
[e) P 8 [ AT 4 £ SR A
BAAXNFE
mEERFAEARE
%8 (o] ] (3 AT
A PANEA
EERKER
NCIE /S
BESE1=INSIE-FA
ol PNCIEE
BIREE

BMEXK(FA)
R EFE

RERAEEEN
BmCRD) R

FARER
REEED

HEEEUD
e

FREER
REEEYD
BITEBRRRS
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NOTE 2014 2013
= —E-NE —E—=F
HKS$000 HK$000

FET FET
— (6,412)
(27,101) (25,365)
— (11,959)
— (474)

1,274 151,799

— 2,588

(25,827) 110,177
122,947 (319,058)

897,467 1,184,761

(4,420) 31,764

1,015,994 897,467




Notes to the Consolidated Financial Statements

GENERAL

The Company is a public limited company incorporated in
the Cayman Islands and its shares are listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). In the opinion of the directors of the
Company, Inspur Overseas Investment Limited, a company
incorporated in the British Virgin Islands (“BVI”) and Inspur
Group Limited, a company established in the People’s
Republic of China (“PRC") are the immediate holding
company and ultimate holding company, respectively. The
addresses of the registered office and principal place of
business of the Company are disclosed in the introduction
to the annual report.

The functional currency of the Company is Renminbi
("RMB"). For the convenience of the consolidated financial
statements users, the consolidated financial statements are
presented in Hong Kong Dollar (“HK$"), as the Company’s
shares are listed on the Stock Exchange.

The Company is an investment holding company. The
principal activities of the subsidiaries (together with
the Company, referred as the “Group”) are sales of
Information Technology (“IT”) peripherals and software,
software development and provision of software
outsourcing services. The Group was also engaged in
trading of computer components which was discontinued
during the year ended 31 December 2013 (see note 35).

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

—REH
RRB/RHASHSEMAIZAR
RERRA  EERDEFBHAR
SHARAB(EBRA]) ERE
e ARREZRS  ERBRK
HE((RBRXERS ) EMLA
REDRAEIMIEBR AR REHR
FEARLME (B ) BKIZE AR
RAEBERQFDRIAEERER
NEREREER AR o KRBIMGE
M E e & B R W BN F
WoIF

ARBINEEERARE(TAR
% 1) o ARAR BN E B XA
E o BHEEEMERROER
E - HeMBHmRAET(ET])

E ]I

RARIRREERART - FEH B
ARI(BBARRGHEIAER]NEE
X¥BAEEEMBUN(NIT)EERE
o R - RAE G R
BRE - NEBEIMEEFT BEHEH
o BREE-_ZT—=%F+=A
=+—HIEFEEXRIEGE2EM
F£35) o
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Notes to the Consolidated Financial Statements

RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

Amendments to HKFRSs and the new
Interpretation that are mandatorily effective
for the current year

The Group has applied for the first time in the current
year the following amendments to HKFRSs and a new
Interpretation.

Amendments to HKFRS 10, HKFRS 12 and
HKAS 27 Investment Entities

The Group has applied the amendments to HKFRS 10,
HKFRS 12 and HKAS 27 Investment Entities for the first
time in the current year. The amendments to HKFRS
10 define an investment entity and require a reporting
entity that meets the definition of an investment entity
not to consolidate its subsidiaries but instead to measure
its subsidiaries at fair value through profit or loss in its
consolidated and separate financial statements.

To qualify as an investment entity, a reporting entity is
required to:

o obtain funds from one or more investors for
the purpose of providing them with investment
management services;

. commit to its investor(s) that its business purpose
is to invest funds solely for returns from capital
appreciation, investment income, or both; and

o measure and evaluate performance of substantially
all of its investments on a fair value basis.
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Notes to the Consolidated Financial Statements

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

Amendments to HKFRS 10, HKFRS 12 and
HKAS 27 Investment Entities (continued)

Consequential amendments have been made to HKFRS 12
and HKAS 27 to introduce new disclosure requirements
for investment entities.

As the Company is not an investment entity (assessed
based on the criteria set out in HKFRS 10 as at 1 January
2014), the application of the amendments has had no
impact on the disclosures or the amounts recognized in
the Group's consolidated financial statements.

Amendments to HKAS 32 Offsetting
Financial Assets and Financial Liabilities

The Group has applied the amendments to HKAS 32
Offsetting Financial Assets and Financial Liabilities for
the first time in the current year. The amendments to
HKAS 32 clarify the requirements relating to the offset
of financial assets and financial liabilities. Specifically, the
amendments clarify the meaning of ‘currently has a legally
enforceable right of set-off’ and ‘simultaneous realization
and settlement’.

The amendments have been applied retrospectively. As
the Group does not have any financial assets and financial
liabilities that qualify for offset, the application of the
amendments has had no impact on the disclosures or
on the amounts recognized in the Group's consolidated
financial statements.

e IR MR

For the year ended 31 December 2014
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

Amendments to HKAS 36 Recoverable
Amount Disclosures for Non-Financial Assets

The Group has applied the amendments to HKAS 36
Recoverable Amount Disclosures for Non-Financial Assets
for the first time in the current year. The amendments
to HKAS 36 remove the requirement to disclose the
recoverable amount of a cash-generating unit ("CGU") to
which goodwill or other intangible assets with indefinite
useful lives had been allocated when there has been
no impairment or reversal of impairment of the related
CGU. Furthermore, the amendments introduce additional
disclosure requirements applicable to when the recoverable
amount of an asset or a CGU is measured at fair value less
costs of disposal. These new disclosures include the fair
value hierarchy, key assumptions and valuation techniques
used which are in line with the disclosure required by
HKFRS 13 Fair Value Measurements.

The application of these amendments has had no material
impact on the disclosures in the Group’s consolidated
financial statements.
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Notes to the Consolidated Financial Statements

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

Amendments to HKAS 39 Novation of
Derivatives and Continuation of Hedge
Accounting

The Group has applied the amendments to HKAS 39
Novation of Derivatives and Continuation of Hedge
Accounting for the first time in the current year. The
amendments to HKAS 39 provide relief from the
requirement to discontinue hedge accounting when a
derivative designated as a hedging instrument is novated
under certain circumstances. The amendments also
clarify that any change to the fair value of the derivative
designated as a hedging instrument arising from the
novation should be included in the assessment and
measurement of hedge effectiveness.

The amendments have been applied retrospectively. As the
Group does not have any derivatives that are subject to
novation, the application of these amendments has had no
impact on the disclosures or on the amounts recognized in
the Group’s consolidated financial statements.

e IR MR

For the year ended 31 December 2014
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

HK(IFRIC) - Int 21 Levies

The Group has applied HK(IFRIC) - Int 21 Levies for the
first time in the current year. HK(IFRIC) - Int 21 addresses
the issue as to when to recognize a liability to pay a levy
imposed by a government. The Interpretation defines a
levy, and specifies that the obligating event that gives rise
to the liability is the activity that triggers the payment of
the levy, as identified by legislation. The Interpretation
provides guidance on how different levy arrangements
should be accounted for, in particular, it clarifies that
neither economic compulsion nor the going concern basis
of financial statements preparation implies that an entity
has a present obligation to pay a levy that will be triggered
by operating in a future period.

HK(IFRIC) - Int 21 has been applied retrospectively. The
application of this Interpretation has had no material
impact on the disclosures or on the amounts recognized in
the Group's consolidated financial statements.
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Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

APPLICATION OF NEW AND REVISED 2. ERAFHITRLETE B
HONG KONG FINANCIAL REPORTING B EER ([ FRBMBER
STANDARDS (“HKFRSs") (continued) H2EH ) (®)

The Group has not early applied the following new and REBNEIBRRALATEEME
revised HKFRSs that have been issued but are not yet RAEBHFE] REAERT BB B8R
effective: £ XER

HKFRS 9 Financial Instruments' BB HE TRIT A

ZRI%E 95

HKFRS 14 Regulatory Deferral Accounts? ERUBRE EERILIRA ?
R 1457
HKFRS 15 Revenue from Contracts BB BEA K3
with Customers? 81|55 15 HF
Amendments to HKFRS 11 Accounting for Acquisitions of ERMBRE WA R
Interests in Joint Operations® ERE 115 R gaES
(BRI A)
Amendments to HKAS 1 Disclosure Initiative HE SR i EER
F15R(ERIR)
Amendments to HKAS 16 Clarification of Acceptable BEGFEL BB E R
and HKAS 38 Methods of Depreciation F 1657 CORIEC3Apapr
and Amortization® 385k (fE5TA)
Amendments to HKAS 16 Agriculture: Bearer Plants® BEGHER| REEEM
and HKAS 41 F165RM bR
41 5 (BETA)
Amendments to HKAS 19 Defined Benefit Plans: HESEER RERMTE :
Employee Contributions? F19R(BETAR) EEHK
Amendments to HKAS 27 Equity Method in Separate EReER BB HE
Financial Statements® F2THRUBRIA) 2EE=ES
Amendments to HKFRS 10 Sale or Contribution of Assets BB EER RE A EE
and HKAS 28 between an Investor and its F10HNEE B EE
Associate or Joint Venture® @EHAERIZE ZF'EEJE’\]éfE%

2855 (18RI AN) HEEE S
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Notes to the Consolidated Financial Statements

RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

Amendments to HKFRSs

Amendments to HKFRSs

Amendments to HKFRSs

Amendments to HKFRS 10,

HKFRS 12 and HKAS 28

Annual Improvements to
HKFRSs 2010 - 2012 Cycle®

Annual Improvements to
HKFRSs 2011 - 2013 Cycle?

Annual Improvements to
HKFRSs 2012 - 2014 Cycle®

Investment Entities: Applying
the Consolidation Exception®
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Notes to the Consolidated Financial Statements

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

! Effective for annual periods beginning on or after 1 January
2018, with earlier application permitted.

2 Effective for first annual HKFRS financial statements
beginning on or after 1 January 2016, with earlier
application permitted.

2 Effective for annual periods beginning on or after 1 January
2017, with earlier application permitted.

& Effective for annual periods beginning on or after 1 July
2014, with earlier application permitted.

S Effective for annual periods beginning on or after 1 January
2016, with earlier application permitted.

& Effective for annual periods beginning on or after 1
July 2014, with limited exceptions. Earlier application is
permitted.

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduced new requirements for
the classification and measurement of financial assets.
HKFRS 9 was subsequently amended in 2010 to include
requirements for the classification and measurement of
financial liabilities and for derecognition, and further
amended in 2013 to include the new requirements
for general hedge accounting. Another revised version
of HKFRS 9 was issued in 2014 mainly to include a)
impairment requirements for financial assets and b) limited
amendments to the classification and measurement
requirements by introducing a ‘fair value through other
comprehensive income’ (“FVTOCI") measurement category
for certain simple debt Instruments.
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014

BE-T-MFE+-A=+—AILEE

2. RAFTREETEHEH
BREER ([ FEBMBER
HER ) ()
ERMBREENEIRS

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

HKFRS 9 Financial Instruments (continued)

All recognized financial assets that are within the
scope of HKAS 39 Financial Instruments: Recognition
and Measurement are subsequently measured
at amortized cost or fair value. Specifically, debt
investments that are held within a business model
whose objective is to collect the contractual cash
flows, and that have contractual cash flows that
are solely payments of principal and interest on the
principal outstanding are generally measured at
amortized cost at the end of subsequent accounting
periods. Debt instruments that are held within a
business model whose objective is achieved both
by collecting contractual cash flows and selling
financial assets, and that have contractual terms
of the financial asset give rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal amount outstanding, are
measured at FVTOCI. All other debt investments
and equity investments are measured at their fair
value at the end of subsequent accounting periods.
In addition, under HKFRS 9, entities may make an
irrevocable election to present subsequent changes
in the fair value of an equity investment (that is not
held for trading) in other comprehensive income,
with only dividend income generally recognized in
profit or loss.
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Notes to the Consolidated Financial Statements

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

HKFRS 9 Financial Instruments (continued)

e  With regard to the measurement of financial
liabilities designated as at fair value through profit
or loss, HKFRS 9 requires that the amount of
change in the fair value of the financial liability that
is attributable to changes in the credit risk of that
liability is presented in other comprehensive income,
unless the recognition of the effects of changes
in the liability’s credit risk in other comprehensive
income would create or enlarge an accounting
mismatch in profit or loss. Changes in fair value of
financial liabilities attributable to changes in the
financial liabilities” credit risk are not subsequently
reclassified to profit or loss. Under HKAS 39, the
entire amount of the change in the fair value of the
financial liability designated as fair value through
profit or loss was presented in profit or loss.

° In relation to the impairment of financial assets,
HKFRS 9 requires an expected credit loss model,
as opposed to an incurred credit loss model under
HKAS 39. The expected credit loss model requires
an entity to account for expected credit losses and
changes in those expected credit losses at each
reporting date to reflect changes in credit risk since
initial recognition. In other words, it is no longer
necessary for a credit event to have occurred before
credit losses are recognized.
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Notes to the Consolidated Financial Statements

RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

HKFRS 9 Financial Instruments (continued)

o The new general hedge accounting requirements
retain the three types of hedge accounting. However,
greater flexibility has been introduced to the types
of transactions eligible for hedge accounting,
specifically broadening the types of instruments that
qualify for hedging instruments and the types of risk
components of non-financial items that are eligible
for hedge accounting. In addition, the effectiveness
test has been overhauled and replaced with the
principle of an ‘economic relationship’. Retrospective
assessment of hedge effectiveness is also no longer
required. Enhanced disclosure requirements about
an entity’s risk management activities have also been
introduced.

The directors of the Company do not anticipate that the
application of HKFRS 9 in the future may have a material
impact on amounts reported in respect of the Group’s
financial assets and financial liabilities.
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Notes to the Consolidated Financial Statements

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

HKFRS 15 Revenue from Contracts with
Customers

In July 2014, HKFRS 15 was issued which establishes
a single comprehensive model for entities to use in
accounting for revenue arising from contracts with
customers. HKFRS 15 will supersede the current revenue
recognition guidance including HKAS 18 Revenue, HKAS
11 Construction Contracts and the related Interpretations
when it becomes effective.

The core principle of HKFRS 15 is that an entity should
recognize revenue to depict the transfer of promised
goods or services to customers in an amount that reflects
the consideration to which the entity expects to be entitled
in exchange for those goods or services. Specifically,
the Standard introduces a 5-step approach to revenue
recognition:

o Step 1: Identify the contract(s) with a customer

o Step 2: Identify the performance obligations in the
contract

o Step 3: Determine the transaction price

o Step 4: Allocate the transaction price to the
performance obligations in the contract

o Step 5: Recognize revenue when (or as) the entity
satisfies a performance obligation
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

HKFRS 15 Revenue from Contracts with
Customers (continued)

Under HKFRS 15, an entity recognizes revenue when
(or as) a performance obligation is satisfied, i.e. when
‘control’ of the goods or services underlying the particular
performance obligation is transferred to the customer.
Far more prescriptive guidance has been added in HKFRS
15 to deal with specific scenarios. Furthermore, extensive
disclosures are required by HKFRS 15.

The directors of the Company anticipate that the
application of HKFRS 15 in the future may have a material
impact on the amounts reported and disclosures made in
the Group's consolidated financial statements. However, it
is not practicable to provide a reasonable estimate of the
effect of HKFRS 15 until the Group performs a detailed
review.
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Notes to the Consolidated Financial Statements

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

Amendments to HKFRS 11 Accounting for
Acquisitions of Interests in Joint Operations

The amendments to HKFRS 11 provide guidance on how
to account for the acquisition of a joint operation that
constitutes a business as defined in HKFRS 3 Business
Combinations. Specifically, the amendments state
that the relevant principles on accounting for business
combinations in HKFRS 3 and other standards (e.g. HKAS
36 Impairment of Assets regarding impairment testing of a
cash generating unit to which goodwill on acquisition of a
joint operation has been allocated) should be applied. The
same requirements should be applied to the formation
of a joint operation if and only if an existing business is
contributed to the joint operation by one of the parties
that participate in the joint operation.

A joint operator is also required to disclose the relevant
information required by HKFRS 3 and other standards for
business combinations.

The amendments to HKFRS 11 apply prospectively for
annual periods beginning on or after 1 January 2016.
The directors of the Company do not anticipate that the
application of these amendments to HKFRS 11 will have
a material impact on the Group’s consolidated financial
statements.
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Notes to the Consolidated Financial Statements

RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

Amendments to HKAS 16 and HKAS 38
Clarification of Acceptable Methods of
Depreciation and Amortization

The amendments to HKAS 16 prohibit entities from
using a revenue-based depreciation method for items of
property, plant and equipment. The amendments to HKAS
38 introduce a rebuttable presumption that revenue is
not an appropriate basis for amortization of an intangible
asset. This presumption can only be rebutted in the
following two limited circumstances:

(@ when the intangible asset is expressed as a measure
of revenue; or

(b) when it can be demonstrated that revenue and
consumption of the economic benefits of the
intangible asset are highly correlated.

The amendments apply prospectively for annual periods
beginning on or after 1 January 2016. Currently, the
Group uses the straight-line method for depreciation
and amortization for its property, plant and equipment,
and intangible assets respectively. The directors of the
Company believe that the straight-line method is the
most appropriate method to reflect the consumption
of economic benefits inherent in the respective assets
and accordingly, the directors of the Company do not
anticipate that the application of these amendments to
HKAS 16 and HKAS 38 will have a material impact on the
Group's consolidated financial statements.
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Notes to the Consolidated Financial Statements

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

Amendments to HKAS 16 and HKAS 41
Agriculture: Bearer Plants

The amendments to HKAS 16 and HKAS 41 define a
bearer plant and require biological assets that meet
the definition of a bearer plant to be accounted for as
property, plant and equipment in accordance with HKAS
16, instead of HKAS 41. The produce growing on bearer
plants continues to be accounted for in accordance with
HKAS 41.

The directors of the Company do not anticipate that the
application of these amendments to HKAS 16 and HKAS
41 will have a material impact on the Group'’s consolidated
financial statements as the Group is not engaged in
agricultural activities.

Amendments to HKAS 19 Defined Benefit
Plans: Employee Contributions

The amendments to HKAS 19 clarify how an entity should
account for contributions made by employees or third
parties to defined benefit plans, based on whether those
contributions are dependent on the number of years of
service provided by the employee.

For contributions that are independent of the number
of years of service, the entity may either recognize the
contributions as a reduction in the service cost in the
period in which the related service is rendered, or to
attribute them to the employees’ periods of service
using the projected unit credit method; whereas for
contributions that are dependent on the number of years
of service, the entity is required to attribute them to the
employees’ periods of service.
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

Amendments to HKAS 19 Defined Benefit
Plans: Employee Contributions (continued)

The directors of the Company do not anticipate that the
application of these amendments to HKAS 19 will have a
significant impact on the Group’s consolidated financial
statements as the Group does not have any defined
benefit plans.

Amendments to HKAS 27 Equity Method in
Separate Financial Statements

The amendments allow an entity to account for
investments in subsidiaries, joint ventures and associates in
its separate financial statements

] At cost

o In accordance with HKFRS 9 Financial Instruments
(or HKAS 39 Financial Instruments: Recognition and
Measurement for entities that have not yet adopted
HKFRS 9), or

o Using the equity method as described in HKAS 28
Investments in Associates and Joint Ventures.

The accounting option must be applied by category of
investments.

The amendments also clarify that when a parent ceases to
be an investment entity, or becomes an investment entity,
it shall account for the change from the date when the
change in status occurred.
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Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

APPLICATION OF NEW AND REVISED 2. RAMTREETERY
HONG KONG FINANCIAL REPORTING BHREZA ([ FEBHBR
STANDARDS (“HKFRSs") (continued) HEA @

Amendments to HKAS 27 Equity Method in BRSFTERE275E (155

Separate Financial Statements (continued) R) BYEEHRK 2R

(&)
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Notes to the Consolidated Financial Statements

RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

Amendments to HKFRS 10 and HKAS 28
Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture
(continued)

Amendments to HKFRS 10:

e An exception from the general requirement of full
gain or loss recognition has been introduced into
HKFRS 10 for the loss control of a subsidiary that
does not contain a business in a transaction with
an associate or a joint venture that is accounted for
using the equity method.

o New guidance has been introduced requiring that
gains or losses resulting from those transactions
are recognized in the parent’s profit or loss only to
the extent of the unrelated investors’ interests in
that associate or joint venture. Similarly, gains and
losses resulting from the remeasurement at fair value
of investments retained in any former subsidiary
that has become an associate or a joint venture
that is accounted for using the equity method are
recognized in the former parent’s profit or loss only
to the extent of the unrelated investors’ interests in
the new associate or joint venture. The directors or
the Company do not anticipate that the application
of these amendments to HKFRS 10 and HKAS 28 will
have a material impact on the Group's consolidated
financial statements.
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Notes to the Consolidated Financial Statements

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

Annual Improvements to HKFRSs 2010-2012
Cycle

The Annual Improvements to HKFRSs 2010-2012 Cycle
include a number of amendments to various HKFRSs,
which are summarized below.

The amendments to HKFRS 2 (i) change the definitions
of ‘vesting condition” and ‘market condition’; and (ii)
add definitions for ‘performance condition’” and ‘service
condition” which were previously included within the
definition of ‘vesting condition’. The amendments
to HKFRS 2 are effective for share-based payment
transactions for which the grant date is on or after 1 July
2014.

The amendments to HKFRS 3 clarify that contingent
consideration that is classified as an asset or a liability
should be measured at fair value at each reporting date,
irrespective of whether the contingent consideration is a
financial instrument within the scope of HKFRS 9 or HKAS
39 or a non-financial asset or liability. Changes in fair value
(other than measurement period adjustments) should be
recognized in profit and loss. The amendments to HKFRS
3 are effective for business combinations for which the
acquisition date is on or after 1 July 2014.

The amendments to HKFRS 8 require an entity to disclose
the judgements made by management in applying the
aggregation criteria to operating segments, including a
description of the operating segments aggregated and the
economic indicators assessed in determining whether the
operating segments have ‘similar economic characteristics’;
and (ii) clarify that a reconciliation of the total of the
reportable segments’ assets to the entity’s assets should
only be provided if the segment assets are regularly
provided to the chief operating decision-maker.
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

Annual Improvements to HKFRSs 2010-2012
Cycle (continued)

The amendments to the basis for conclusions of HKFRS
13 clarify that the issue of HKFRS 13 and consequential
amendments to HKAS 39 and HKFRS 9 did not remove the
ability to measure short-term receivables and payables with
no stated interest rate at their invoice amounts without
discounting, if the effect of discounting is immaterial. As
the amendments do not contain any effective date, they
are considered to be immediately effective.

The amendments to HKAS 16 and HKAS 38 remove
perceived inconsistencies in the accounting for
accumulated depreciation/amortization when an item of
property, plant and equipment or an intangible asset is
revalued. The amended standards clarify that the gross
carrying amount is adjusted in a manner consistent
with the revaluation of the carrying amount of the asset
and that accumulated depreciation/amortization is the
difference between the gross carrying amount and the
carrying amount after taking into account accumulated
impairment losses.

The amendments to HKAS 24 clarify that a management
entity providing key management personnel services to a
reporting entity is a related party of the reporting entity.
Consequently, the reporting entity should disclose as
related party transactions the amounts incurred for the
service paid or payable to the management entity for the
provision of key management personnel services. However,
disclosure of the components of such compensation is not
required.

The directors of the Company do not anticipate that the
application of these amendments will have a material
effect on the Group's consolidated financial statements.
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Notes to the Consolidated Financial Statements

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

Annual Improvements to HKFRSs 2011-2013
Cycle

The Annual Improvements to HKFRSs 2011-2013 Cycle
include a number of amendments to various HKFRSs,
which are summarized below.

The amendments to HKFRS 3 clarify that the standard does
not apply to the accounting for the formation of a types of
joint arrangement in the financial statements of the joint
arrangement itself.

The amendments to HKFRS 13 clarify that the scope of
the portfolio exception for measuring the fair value of a
group of financial assets and financial liabilities on a net
basis includes a contracts that are within the scope of,
and accounted for in accordance with, HKAS 39 or HKFRS
9, even if those contracts do not meet the definitions of
financial assets or financial liabilities within HKAS 32.

The amendments to HKAS 40 clarify that HKAS 40 and
HKFRS 3 are not mutually exclusive and application of
both standards may be required. Consequently, an entity
acquiring investment property must determine whether:

(@) the property meets the definition of investment
property in terms of HKAS 40; and

(b) the transaction meets the definition of a business
combination under HKFRS 3.

The directors of the Company do not anticipate that the
application of these amendments will have a material
effect on the Group’s consolidated financial statements.
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

Annual Improvements to HKFRSs 2012-2014
Cycle

The Annual Improvements to HKFRSs 2012-2014 Cycle
include a number of amendments to various HKFRSs,
which are summarized below.

The amendments to HKFRS 5 introduce specific guidance
in HKFRS 5 for when an entity reclassifies an asset (or
disposal group) from held for sale to held for distribution
to owners (or vice versa), or when held-far-distribution
accounting is discontinued. The amendments apply
prospectively.

The amendments to HKFRS 7 provide additional guidance
to clarify whether a servicing contract is continuing
involvement in a transferred asset for the purpose of the
disclosures required in relation to transferred assets and
clarify that the offsetting disclosures (introduced in the
amendments to HKFRS 7 Disclosure - Offsetting Financial
Assets and Financial Liabilities issued in December 2011
and effective for periods beginning on or after 1 January
2013) are not explicitly required for all interim periods.
However, the disclosures may need to be included in
condensed interim financial statements to comply with
HKAS 34 Interim Financial Reporting.

@ INSPUR INTERNATIONAL LIMITED e Annual Report 2014

2. RAFEIREETERY

&R ([ &R M B H
HEA ) (5

BRI SR =T ——
EE_T-MERNIEE
B

BB SRR = F— ==
TR RN BEET
BRI HRE RN 2 SEEE - A
BERIT -

BEMBHRELEMNE SR ZEFTR
AXEIATHERKEE(RKLE
MADRRIEHEEN DB RFE
FIEA AHE (RZIFR) RFFEH
ERIEARERIES] - ZFIER]
EEHER -

BB KRS LR E 7 RNEEINE
SIBBERBEVNREEERTRES
REES(REBAEEEBMEX
M TEMS ) ES L FTE S B
M EAREREEREE(ERZ
T——F+_AEMIR=-"ZT—=
F-A BB BARER
ZEBUBRELENE TR ZIER]
AEHE M HEERCRHEE
SIA) o A - WEXFHALA
REBI RS - BN B A G E
A% 345k P BT i 3R & -



Notes to the Consolidated Financial Statements

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

Annual Improvements to HKFRSs 2012-2014
Cycle (continued)

The amendments to HKAS 19 clarify that the high quality
corporate bonds used to estimate the discount rate for
post-employment benefits should be issued in the same
currency as the benefits to be paid. These amendments
would result in the depth of the market for high quality
corporate bonds being assessed at currency level. The
amendments apply from the beginning of the earliest
comparative period presented in the financial statements
in which the amendments are first applied. Any initial
adjustment arising should be recognized in retained
earnings at the beginning of that period.

The amendments to HKAS 34 clarify the requirements
relating to information required by HKAS 34 that is
presented elsewhere within the interim financial report but
outside the interim financial statements. The amendments
require that such information be incorporated by way of
a cross-reference from the interim financial statements
to the other part of the interim financial report that is
available to users on the same terms and at the same time
as the interim financial statements.

The directors of the Company do not anticipate that the
application of these will have a material effect on the
Group's consolidated financial statements.
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES
Statement of compliance

The consolidated financial statements have been prepared
in accordance with HKFRSs issued by the HKICPA. In
addition, the consolidated financial statements include
applicable disclosures required by the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
and by the Hong Kong Companies Ordinance (Cap. 32).

Basis of preparation

The consolidated financial statements have been
prepared on the historical cost basis except for certain
financial instruments, which are measured at fair values,
as explained in the accounting policies set out below.
Historical cost is generally based on the fair value of the
consideration given in exchange for goods.

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date,
regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if market
participants would take those characteristics into account
when pricing the asset or liability at the measurement
date. Fair value for measurement and/or disclosure
purposes in these consolidated financial statements
is determined on such a basis, except for share-based
payment transactions that are within the scope of HKFRS 2,
leasing transactions that are within the scope of HKAS 17,
and measurements that have some similarities to fair value
but are not fair value, such as net realizable value in HKAS
2 or value in use in HKAS 36.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Basis of preparation (continued)

In addition, for financial reporting purposes, fair value
measurements are categorized into Level 1, 2 or 3 based
on the degree to which the inputs to the fair value
measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which
are described as follows:

o Level 1 inputs are quoted prices (unadjusted) in
active markets for identical assets or liabilities that
the entity can access at the measurement date;

o Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

o Level 3 inputs are unobservable inputs for the asset
or liability.

The principle accounting policies adopted are set out
below.

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company and its subsidiaries. Control is
achieved when the Company:

o has power over the investee;

° is exposed, or has rights, to variable returns from its
involvement with the investee; and

o has the ability to use its power to affect its returns.
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Basis of consolidation (continued)

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control
listed above.

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary. Specifically, income
and expenses of a subsidiary acquired or disposed of
during the year are included in the consolidated statement
of profit or loss and other comprehensive income from
the date the Group gains control until the date when the
Group ceases to control the subsidiary.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in full on
consolidation.

Allocation of total comprehensive income to non-
controlling interests

Total comprehensive income and expense of a subsidiary
is attributed to the owners of the Company and to the
non-controlling interests even if this results in the non-
controlling interests having a deficit balance.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Basis of consolidation (continued)

Changes in the Group’s ownership interests in
existing subsidiaries

When the Group loses control of a subsidiary, a gain or
loss is recognised in profit or loss and is calculated as the
difference between (i) the aggregate of the fair value
of the consideration received and the fair value of any
retained interest and (ii) the previous carrying amount
of the assets (including goodwill), and liabilities of the
subsidiary and any non-controlling interests. All amounts
previously recognised in other comprehensive income
in relation to that subsidiary are accounted for as if the
Group had directly disposed of the related assets or
liabilities of the subsidiary (i.e. reclassified to profit or loss
or transferred to another category of equity as specified/
permitted by applicable HKFRSs). The fair value of any
investment retained in the former subsidiary at the date
when control is lost is regarded as the fair value on initial
recognition for subsequent accounting under HKAS 39,
when applicable, the cost on initial recognition of an
investment in an associate or a joint venture.
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Goodwill

Goodwill arising on an acquisition of a business is carried
at cost less any accumulated impairment losses, if any, and
is presented separately in the consolidated statement of
financial position.

For the purposes of impairment testing, goodwill is
allocated to each of the relevant cash-generating units
(or groups of cash-generating units) that is expected to
benefit from the synergies of the combination.

A cash-generating unit to which goodwill has been
allocated is tested for impairment annually or more
frequently whenever there is an indication that the unit
may be impaired. For goodwill arising on an acquisition
in a reporting period, the cash-generating unit to which
goodwill has been allocated is tested for impairment
before the end of that reporting period. If the recoverable
amount of the cash-generating unit is less than its carrying
amount of the unit, the impairment loss is allocated first to
reduce the carrying amount of any goodwill allocated to
the unit and then to the other assets of the unit a pro rata
on the basis based on the carrying amount of each asset
in the unit. Any impairment loss for goodwill is recognised
directly in the profit or loss. An impairment loss recognised
for goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill is included in the
determination of the amount of profit or loss on disposal.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Investments in an associate and a joint
venture

An associate is an entity over which the Group has
significant influence. Significant influence is the power to
participate in the financial and operating policy decisions
of the investee but is not control or joint control over
those policies.

A joint venture is a joint arrangement whereby the parties
that have joint control of the arrangement have rights to
the net assets of the joint arrangement. Joint control is the
contractually agreed sharing of control of an arrangement,
which exists only when decisions about the relevant
activities require unanimous consent of the parties sharing
control.

The results and assets and liabilities of associates and joint
ventures are incorporated in these consolidated financial
statements using the equity method of accounting. The
financial statements of associates and joint ventures
used for equity accounting purposes are prepared using
uniform accounting policies as those of the Group for like
transactions and events in similar circumstances. Under
the equity method, an investment in an associate or a joint
venture is initially recognised in the consolidated statement
of financial position at cost and adjusted thereafter to
recognise the Group’s share of the profit or loss and other
comprehensive income of the associate or joint venture.
When the Group's share of losses of an associate or joint
venture exceeds the Group's interest in that associate or
joint venture (which includes any long-term interests that,
in substance, form part of the Group’s net investment in
the associate or joint venture), the Group discontinues
recognizing its share of further losses. Additional losses are
recognised only to the extent that the Group has incurred
legal or constructive obligations or made payments on
behalf of the associate or joint venture.
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Investments in an associate and a joint
venture (continued)

An investment in an associate or a joint venture is
accounted for using the equity method from the date on
which the investee becomes an associate or a joint venture.
On acquisition of the investment in an associate or a joint
venture, any excess of the cost of the investment over
the Group's share of the net fair value of the identifiable
assets and liabilities of the investee is recognised as
goodwill, which is included within the carrying amount of
the investment. Any excess of the Group's share of the net
fair value of the identifiable assets and liabilities over the
cost of the investment, after reassessment, is recognised
immediately in profit or loss in the period in which the
investment is acquired.

The requirements of HKAS 39 are applied to determine
whether it is necessary to recognise any impairment loss
with respect to the Group’s investment in an associate
or a joint venture. When necessary, the entire carrying
amount of the investment (including goodwill) is tested
for impairment in accordance with HKAS 36 Impairment
of Assets as a single asset by comparing its recoverable
amount (higher of value in use and fair value less costs
of disposal) with its carrying amount. Any impairment
loss recognised forms part of the carrying amount of
the investment. Any reversal of that impairment loss is
recognised in accordance with HKAS 36 to the extent that
the recoverable amount of the investment subsequently
increases.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Investments in an associate and a joint
venture (continued)

The Group discontinues the use of the equity method
from the date when the investment ceases to be an
associate or a joint venture, or when the investment (or
a portion thereof) is classified as held for sale. When the
Group retains an interest in the former associate or joint
venture and the retained interest is a financial asset, the
Group measures the retained interest at fair value at that
date and the fair value is regarded as its fair value on initial
recognition in accordance with HKAS 39. The difference
between the carrying amount of the associate or joint
venture at the date the equity method was discontinued,
and the fair value of any retained interest and any
proceeds from disposing of a part interest in the associate
or joint venture is included in the determination of the
gain or loss on disposal of the associate or joint venture.
In addition, the Group accounts for all amounts previously
recognised in other comprehensive income in relation to
that associate or joint venture on the same basis as would
be required if that associate or joint venture had directly
disposed of the related assets or liabilities. Therefore, if a
gain or loss previously recognised in other comprehensive
income by that associate or joint venture would be
reclassified to profit or loss on the disposal of the related
assets or liabilities, the Group reclassifies the gain or
loss from equity to profit or loss (as a reclassification
adjustment) when the equity method is discontinued.

The Group continues to use the equity method when an
investment in an associate becomes an investment in a
joint venture or an investment in a joint venture becomes
an investment in an associate. There is no remeasurement
to fair value upon such changes in ownership interests.
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Investments in an associate and a joint
venture (continued)

When the Group reduces its ownership interest in an
associate or a joint venture but the Group continues to
use the equity method, the Group reclassifies to profit or
loss the proportion of the gain or loss that had previously
been recognised in other comprehensive income relating
to that reduction in ownership interest if that gain or loss
would be reclassified to profit or loss on the disposal of
the related assets or liabilities.

When a group entity transacts with an associate or a joint
venture of the Group (such as a sale or contribution of
assets), profits and losses resulting from the transactions
with the associate or joint venture are recognized in the
Group’s consolidated financial statements only to the
extent of interests in the associate or joint venture that are
not related to the Group.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods sold and services provided in the normal course
of business, net of discounts, returns and sales related
taxes.

Revenue from the sale of goods is recognised when the
goods are delivered and titles have passed, at which time
all the following conditions are satisfied:

o the Group has transferred to the buyer the significant
risks and rewards of ownership of the goods;

o the Group retains neither continuing managerial
involvement to the degree usually associated with
ownership nor effective control over the goods sold;
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Revenue recognition (continued)

the amount of revenue can be measured reliably;

it is probable that the economic benefits associated
with the transaction will flow to the Group; and

the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Revenue from a contract to provide services is recognised

by reference to the stage of completion of the contract.
The stage of completion of the contract is determined as

follows:

installation fees are recognised by reference to the
stage of completion of the installation, determined
as the proportion of the total time expected to install
that has elapsed at the end of the reporting period;

servicing fees are recognised by reference to the
proportion of the total cost of providing the service;
and

revenue from time and material contracts is
recognised at the contractual rates as labour hours
and direct expenses are incurred.

Revenue from provision of consultancy and software

development services, software outsourcing and

commission income are recognised when services are

provided.
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Revenue recognition (continued)

Interest income from a financial asset is recognised when
it is probable that the economic benefits will flow to
the Group and the amount of income can be measured
reliably. Interest income from a financial asset is accrued
on a time basis, by reference to the principal outstanding
and at the effective interest rate applicable, which is the
rate that exactly discounts the estimated future cash
receipts through the expected life of the financial asset to
that asset’s net carrying amount on initial recognition.

Dividend income from investments is recognised when the
Group's rights to receive payment have been established
(provided that it is probable that the economic benefits
will flow to the Group and the amount of revenue can be
measured reliably).

Value Added Tax (“VAT") refund is recognised as income
when the Group’s rights to receive the VAT refund has
been established.

The Group's accounting policy for recognition of revenue
from operating leases is described in the accounting policy
for leasing below.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Property, plant and equipment

Property, plant and equipment including leasehold
land (classified as finance leases) and building held for
administrative purposes other than properties under
construction as described below are stated in the
consolidated financial position at cost less subsequent
accumulated depreciation and subsequent accumulated
impairment losses, if any.

Depreciation is recognised so as to write off the cost
of items of property, plant and equipment other than
properties under construction and less their estimated
residual values over their estimated useful lives, using the
straight line method. The estimated useful lives, residual
values and depreciation method are reviewed at the end
of each reporting period, with the effect of any changes in
estimate accounted for on a prospective basis.

Properties in the course of construction for production,
supply or administrative purposes are carried at cost, less
any recognised impairment loss. Costs include professional
fees, the amortisation of prepaid lease payments provided
during the construction period and, for qualifying assets,
borrowing costs capitalised in accordance with the Group’s
accounting policy. Such properties are classified to the
appropriate categories of property, plant and equipment
when completed and ready for intended use. Depreciation
of these assets, on the same basis as other property assets,
commences when the assets are ready for their intended
use.
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Property, plant and equipment (continued)

If an item of property, plant and equipment becomes
an investment property because its use has changed
as evidenced by end of owner-occupation, the transfer
does not change the carrying amount of the property
transferred and it does not change the cost of that
property for measurement or disclosure purpose.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on the disposal or retirement of an item
of property, plant and equipment is determined as the
difference between the sales proceeds and the carrying
amount of the asset and is recognised in the profit or loss.

Investment properties

Investment properties are properties held to earn rentals
and/or for capital appreciation. Investment properties
include land held for undetermined future use, which is
regarded as held for capital appreciation purpose.

Investment properties are initially measured at cost,
including any directly attributable expenditure Subsequent
to initial recognition, investment property is stated at
cost less subsequent accumulated depreciation and any
accumulated impairment losses. Depreciation is recognized
so as to write off the cost of investment property over
their estimated useful lives and after taking into account
of their estimated residual value, using the straight-line
method.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Investment properties (continued)

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use and no future economic benefits are expected
from its disposals. Any gain or loss arising on derecognition
of the property (calculated as the difference between the
net disposal proceeds and the carrying amount of the
asset) is included in the profit or loss in the period in which
the property is derecognised.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Costs of inventories are calculated
using the first-in, first-out method. Net realisable value
represents the estimated selling price for inventories less
all estimated costs of completion and costs necessary to
make the sale.
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Government grants

Government grants are not recognised until there is
reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be
received.

Government grants are recognised in profit or loss on
a systematic basis over the periods in which the Group
recognises as expenses the related costs for which
the grants are intended to compensate. Specifically,
government grants whose primary condition is that the
Group should purchase, construct or otherwise acquire
non-current assets are recognised as deferred income
in the consolidated statement of financial position and
transferred to profit or loss on a systematic and rational
basis over the useful lives of the related assets.

Government grants that are receivable as compensation
for expenses or losses already incurred or for the purpose
of giving immediate financial support to the Group with
no future related costs are recognised in profit or loss in
the period in which they become receivable.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Software development contracts

Where the outcome of a software development contract
can be estimated reliably, revenue and costs are recognised
by reference to the stage of completion of the contract
activity at the end of the reporting period, measured based
on the proportion that contract costs incurred for work
performed to date relative to the estimated total contract
costs, except where this would not be representative of
the stage of completion. Variations in contract work,
claims and incentive payments are included to the extent
that the amount can be measured reliably and its receipt is
considered probable.

Where the outcome of a software development contract
cannot be estimated reliably, contract revenue is
recognised to the extent of contract costs incurred that
it is probable will be recoverable. Contract costs are
recognised as expenses in the period in which they are
incurred.

When it is probable that total contract costs will exceed
total contract revenue, the expected loss is recognised as
an expense immediately.

Where contract costs incurred to date plus recognised
profits less recognised losses exceed progress billings,
the surplus is shown as amounts due from customers
for contract works. For contracts where progress billings
exceed contract costs incurred to date plus recognised
profits less recognised losses, the surplus is shown as
amounts due to customers for contract works. Amounts
received before the related work is performed are included
in the consolidated statement of financial position, as a
liability, as advances received. Amounts billed for work
performed but not yet paid by the customers are included
in the consolidated statement of financial position under
trade receivables.
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Research and development expenditure

Expenditure on research activities is recognised as an
expense in the period in which it is incurred.

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recorded in the respective functional currency (i.e. the
currency of the primary economic environment in which
the entity operates) at the rates of exchanges prevailing on
the dates of the transactions. At the end of the reporting
period, monetary items denominated in foreign currencies
are retranslated at the rates prevailing at that date. Non-
monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of
monetary items, and on the translation of monetary items,
are recognised in profit or loss in the year in which they
arise.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s entities
are translated from their functional currencies into the
presentation currency of the Company (i.e. HK$) using
exchange rates prevailing at the end of the reporting
period. Income and expenses are translated at the average
exchange rates for the year, unless exchange rates
fluctuate significantly during the period, in which case, the
exchange rates prevailing at the dates of transactions are
used. Exchange differences arising, if any, are recognised
in other comprehensive income and accumulated in equity
under the heading of translation reserve (attributed to non-
controlling interests as appropriate). On deconsolidation of
a group entity which is not a foreign operation, exchange
differences which were accumulated in the translation
reserve arising from translating the assets and liabilities of
the relevant entity into the presentation currency of the
Group, will be transferred directly to retained profits.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are added
to the cost of those assets until such time as the assets
are substantially ready for their intended use or sale.
Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from ‘profit before taxation” as
reported in the consolidated statement of profit or loss
because it excludes items of income and expense that are
taxable or deductible in other years and it further excludes
items that are never taxable and deductible. The Group’s
liability for current tax is calculated using tax rates that
have been enacted or substantively enacted by the end of
the reporting period.
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Taxation (continued)

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities
in the consolidated financial statements and the
corresponding tax base used in the computation of taxable
profit. Deferred tax liabilities are generally recognised
for all taxable temporary differences. Deferred tax assets
are generally recognised for all deductible temporary
difference to the extent that it is probable that taxable
profits will be available against which those deductible
temporary differences can be utilised. Such assets and
liabilities are not recognised if the temporary difference
arises from goodwill or from the initial recognition (other
than in a business combination) of other assets and
liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
an associate, and interest in a joint venture, except where
the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference
will not reverse in the foreseeable future. Deferred tax
assets arising from deductible temporary differences
associated with such investments are only recognised to
the extent that it is probable that there will be sufficient
taxable profits against which to utilise the benefits of the
temporary differences and they are expected to reverse in
the foreseeable future.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Taxation (continued)

The carrying amount of deferred tax assets is reviewed at
the end of the reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profits
will be available to allow all or part of the asset to be
recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset is realised, based on tax rate
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount
of its assets and liabilities.

Current and deferred tax is recognised in profit or loss,
except when it relates to items that are recognised in other
comprehensive income or directly in equity, in which case,
the current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively.
Where current tax or deferred tax arises from the initial
accounting for a business combination, the tax effect is
included in the accounting for the business combination.
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Intangible assets
Intangible assets acquired separately

Intangible assets with finite useful lives that are
acquired separately are carried at costs less accumulated
amortisation and any accumulated impairment losses.
Amortisation for intangible assets with finite useful lives
is recognised on a straight-line basis over their estimated
useful lives. The estimated useful life and amortisation
method are reviewed at the end of each reporting
period, with the effect of any changes in estimate being
accounted for on a prospective basis.

An intangible asset is derecognised on disposal, or when
no future economic benefits are expected from use or
disposal. Gains or losses arising from derecognition of an
intangible asset are measured at the difference between
net disposal proceeds and the carrying amount of the
asset and are recognised in the profit or loss in the period
when the asset is derecognised.

Intangible assets acquired in a business combination

Intangible assets acquired in a business combination
are recognised separately from goodwill and are initially
recognised at their fair value at the acquisition date (which
is recognised as their cost).

Subsequent to initial recognition, intangible assets with
finite useful lives are carried at cost less accumulated
amortisation and any accumulated impairment losses.
Amortisation for intangible assets with finite useful lives
is recognised on a straight line basis over their estimated
useful lives.

@ INSPUR INTERNATIONAL LIMITED e Annual Report 2014

FESHBE®)

BEE
B RBNRTAE

BIWENB A ERRAZELE
B RAN R R 5t 5H S RETRLE S
Bk - AR ERRY BV EE
A ET ATE A F A B AR A TR
# o AETRIERFHREH AR
FEERMEE Biasr - mEMMGE
HENTERAREEAR -

BYEENHEXBHEANLE
THBE SRR E R ot b 4K 1 #E
R ARILERBLEEMESE
Yo gt sk BT 1R 1R 6 AT IS TR IR R RR B
BEREEZEZHAE  UREE
R FER AR R o

EBEHTBRBNETEE

REBE G I iE 2 B & E RS
ZBoRER  BRRKBEHZA
FEERASEEELEEZKAN)
R o

BRHERR - ARERRYZER
BE R AR R AT #EH M AR R R At
BEERYIE - RMEFTAIE RS
B SRATER B S o



Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Impairment losses on tangible and
intangible assets other than goodwill

At the end of the reporting period, the Group reviews
the carrying amounts of its tangible and intangible assets
with finite useful lives to determine whether there is any
indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount
of the asset is estimated in order to determine the extent
of the impairment loss, if any. When it is not possible to
estimate the recoverable amount of an individual asset,
the Group estimates the recoverable amount of the
cash-generating unit to which the asset belongs. Where
a reasonable and consistent basis of allocation can be
identified, corporate assets are also allocated to individual
cash-generating units, or otherwise they are allocated
to the smallest group of cash-generating units for which
a reasonable and consistent allocation basis can be
identified.

Recoverable amount is the higher of fair value less costs
to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset for which the estimates of future
cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or a cash-generating unit) is
reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or cash-generating unit)
is increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been
determined had no impairment loss been recognised
for the asset (or a cash-generating unit) in prior years. A
reversal of an impairment loss is recognised as income
immediately.
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial instruments

Financial assets and financial liabilities are recognised on
the consolidated statement of financial position when a
group entity becomes a party to the contractual provisions
of the instrument.

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets
and financial liabilities (other than financial assets and
financial liabilities at fair value through profit or loss) are
added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair
value through profit or loss are recognised immediately in
profit or loss.

Financial assets

The Group's financial assets comprise loans and receivables
and available-for-sale financial assets. The accounting
policies are set out below. The classification depends
on the nature and purpose of the financial assets and is
determined at the time of initial recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Subsequent to initial recognition,
loans and receivables (including trade and bills receivables,
deposits and other receivables, amounts due from ultimate
holding company and fellow subsidiaries, entrusted loan
receivable, pledged bank deposits and bank balances and
cash) are carried at amortised cost using the effective
interest method, less any identified impairment losses (see
accounting policy on impairment loss on financial assets
below).
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)
Financial assets (continued)

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial assets and of allocating
interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees and points paid or
received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts)
through the expected life of the debt instrument, or,
where appropriate, a shorter period to the net carrying
amount on initial recognition.

Interest income is recognised on an effective interest basis
for debt instruments.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that
are either designated or not classified as financial assets at
fair value through profit or loss, loans and receivables or
held-to-maturity investments.

Available-for-sale equity investments that do not have a
qguoted market price in an active market and whose fair
value cannot be reliably measured and derivatives that are
linked to and must be settled by delivery of such unquoted
equity instrument are measured at cost less any identified
impairment losses at the end of the reporting period (see
accounting policy on impairment loss on financial assets
below).

Dividends on available-for-sale equity instruments are
recognised in profit or loss when the Group's right to
receive the dividend is established.
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Notes to the Consolidated Financial Statements

RE M BEHRMEE

For the year ended 31 December 2014
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)
Financial assets (continued)
Impairment of financial assets

Loans and receivable and available-for-sale financial assets
are assessed for indicators of impairment at the end of
the reporting period. Financial assets are considered to
be impaired where there is objective evidence that, as a
result of one or more events that occurred after the initial
recognition of the financial asset, the estimated future
cash flows of the financial assets have been affected.

For all financial assets, objective evidence of impairment
could include:

o significant financial difficulty of the issuer or
counterparty; or

o breach of contract, such as default or delinquency in
interest or principal payments; or

o it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

For certain categories of financial asset, such as trade
receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on
a collective basis. Objective evidence of impairment for
a portfolio of receivables could include the Group’s past
experience of collecting payments, an increase in the
number of delayed payments in the portfolio past the
average credit period and observable changes in national
or local economic conditions that correlate with default on
receivables.

For loans and receivables, the amount of the impairment
loss recognised is measured as the difference between
the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the financial
asset’s original effective interest rate.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)
Financial assets (continued)

Impairment of financial assets (continued)

For available-for-sale financial assets carried at cost,
the amount of the impairment loss is measured as the
difference between the asset’s carrying amount and
the present value of the estimated future cash flows
discounted at the current market rate of return for a
similar financial asset. Such impairment loss will not be
reversed in subsequent periods.

The carrying amount of the loans and receivables is
reduced by the impairment loss directly for all financial
assets with the exception of trade receivables, where
the carrying amount is reduced through the use of an
allowance account. Changes in the carrying amount of the
allowance account are recognised in profit or loss. When
a trade receivable is considered uncollectible, it is written
off against the allowance account. Subsequent recoveries
of amounts previously written off are credited to profit or
loss.

For loans and receivables, if in a subsequent period, the
amount of impairment loss decreases and the decrease
can be related objectively to an event occurring after
the impairment losses was recognised, the previously
recognised impairment loss is reversed through profit or
loss to the extent that the carrying amount of the asset at
the date the impairment is reversed does not exceed what
the amortised cost would have been had the impairment
not been recognised.
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial instruments (continued)

Financial liabilities and equity instrument

Debt and equity instruments issued by a group entity
are classified as either financial liabilities or as equity
in accordance with the substance of the contractual
arrangements and the definitions of a financial liability and
an equity instrument.

An equity instrument is any contract that evidences a
residual interest in the assets of the Group after deducting
all of its liabilities. Equity instruments issued by the
Company are recognised at the proceeds received, net of
direct issue costs.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash payments (including all fees and points paid or
received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts)
through the expected life of the financial liability, or,
where appropriate, a shorter period, to the net carrying
amount on initial recognition.

Interest expense is recognised on an effective interest
basis.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial liabilities and equity instrument (continued)
Redeemable convertible preferred shares

Preferred shares issued by the Company that contain both
liability and conversion option components are classified
separately into respective items on initial recognition.
Conversion option that will be settled other than by the
exchange of a fixed amount of cash or another financial
asset for a fixed number of the Company’s own equity
instruments is a conversion option derivative. At the
date of issue, both the liability and conversion option
components are recognised at fair value. In subsequent
periods, the liability component of the preferred shares
is carried at amortised cost using the effective interest
method. The conversion option derivative is measured at
fair value with changes in fair value recognised in profit or
loss.

Transaction costs that relate to the issue of the preferred
shares are allocated to the liability and conversion
option components in proportion to their relative fair
values. Transaction costs relating to the conversion
option derivative is charged to profit or loss immediately.
Transaction costs relating to the liability component are
included in the carrying amount of the liability portion and
amortised over the period of the preferred shares using
the effective interest method.

Other financial liabilities

Other financial liabilities including trade and bills payables,
other payables and accrued expenses and amounts due
to ultimate holding company and fellow subsidiaries
are subsequently measured at amortised cost, using the
effective interest method.
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial instruments (continued)
Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial assets and substantially all
the risk and reward of ownership of the asset to another
entity.

On derecognition of a financial asset, the difference
between the asset’s carrying amount and the sum
of the consideration received and receivable and the
cumulative gain or loss that had been recognised in other
comprehensive income and accumulated in equity is
recognised in profit or loss.

The Group derecognises financial liabilities when, and only
when, the Group's obligations are discharged, cancelled or
expire. The difference between the carrying amount of the
financial liability derecognised and the consideration paid
and payable is recognised in profit or loss.

Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating lease.

The Group as lessor

Amounts due from lessees under finance leases are
recognised as receivables at the amount of the Group’s net
investment in the leases. Finance lease income is allocated
to accounting periods so as to reflect a constant periodic
rate of return on the Group’s net investment outstanding
in respect of the leases. Rental income from operating
leases is recognised in profit or loss on a straight-line basis
over the term of the relevant lease.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Leasing (continued)
The Group as lessee

Operating lease payments are recognised as an expense on
a straight line basis over the relevant lease terms, except
where another systematic basis is more representative
of the time pattern in which economic benefits from the
leased asset are consumed.

Leasehold land and building

When a lease includes both land and building elements,
the Group assesses the classification of each element as
a finance or an operating lease separately based on the
assessment as to whether substantially all the risks and
rewards incidental to ownership of each element have
been transferred to the Group, unless it is clear that both
elements are operating leases in which case the entire
lease is classified as an operating lease. Specifically,
the minimum lease payments (including any lump-sum
upfront payments) are allocated between the land and the
building elements in proportion to the relative fair values
of the leasehold interests in the land element and building
element of the lease at the inception of the lease.

To the extent the allocation of the lease payments can be
made reliably, interest in leasehold land that is accounted
for as an operating lease is presented as “prepaid lease
payments” in the consolidated statement of financial
position and is amortised over the lease term on a straight-
line basis. When the lease payments cannot be allocated
reliably between the land and building elements, the
entire lease is generally classified as a finance lease and
accounted for as property, plant and equipment.
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Share-based payment transactions

Equity-settled share-based payment transactions
Share options granted to employees of the Group

The fair value of services received determined by reference
to the fair value of share options granted at the grant date
is recognised as an expense on a straight line basis over
the vesting period, with a corresponding increase in equity
(share option reserve).

At the end of the reporting period, the Group revises its
estimates of the number of options that are expected to
ultimately vest. The impact of the revision of the original
estimates during the vesting period, if any, is recognised
in profit or loss such that the cumulative expense reflects
the revised estimate, with a corresponding adjustment to
share option reserve.

When the share options are exercised, the amount
previously recognised in share option reserve will be
transferred to share premium. When the share options are
forfeited after the vesting date or are still not exercised at
the expiry date, the amount previously recognised in share
option reserve will be transferred to retained profits.

Retirement benefits costs

Payments to the Mandatory Provident Fund Scheme and
other retirement benefit schemes managed by the PRC
government are charged as expenses when employees
have rendered service entitling them to the contributions.
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Notes to the Consolidated Financial Statements

KEY SOURCES OF ESTIMATION
UNCERTAINTY

The key assumptions concerning the future, and other
key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing
a material adjustment to the carrying amounts of assets
and liabilities within the next financial year, are discussed
below.

Inventories

A significant portion of the Group’s working capital is
devoted to inventories and the nature of inventories
is subject to frequent technological changes. As at 31
December 2014, the carrying amount of inventories
was HK$55,648,000 (2013: HK$28,271,000). The
management reviews the inventory age listing on a
periodic basis to identify slow-moving, obsolete and
defective inventories. The management estimates the net
realizable value for such inventories based primarily on
the latest invoice prices and current market conditions.
The amount of allowance would be changed as a result
of changes in current market conditions and technology
subsequently.

During the year ended 31 December 2014, inventories of
HK$2,784,000 (2013: HK$7,638,000) are written-down.
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
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KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Useful lives and impairment of property,
plant and equipment

The Group determines the estimated useful lives and
related depreciation charges for its property, plant and
equipment. This estimate is based on the historical
experience of the actual useful lives of property, plant and
equipment of similar nature and functions. Management
will increase the depreciation charge where useful lives are
expected to be shorter than previously estimated, or it will
write-off or write-down obsolete or non-strategic assets
that have been abandoned or sold.

Determining whether certain property, plant and
equipment is impaired requires an estimation of the
value in use of those property, plant and equipment. The
value in use calculation requires the Group to estimate
the future cash flows expected to arise from respective
property, plant and equipment and a suitable discount
rate in order to calculate the present value. Where the
actual future cash flows are less than expected due to
unfavourable changes in the major assumptions adopted
in the Group's estimation a material impairment loss may
arise. As at 31 December 2014, the carrying amount of
property, plant and equipment is HK$522,449,000 (2013:
HK$242,710,000).
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Notes to the Consolidated Financial Statements

KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Estimated impairment of trade receivables,
amounts due from ultimate holding
company and fellow subsidiaries, and
entrusted loan receivable

When there is objective evidence of impairment loss,
the Group takes into consideration the estimation of
future cash flows. The amount of the impairment loss is
measured as the difference between the asset’s carrying
amount and the present value of estimated future cash
flows (excluding future credit losses that have not been
incurred) discounted at the financial asset’s original
effective interest rate (i.e. the effective interest rate
computed at initial recognition). Where the actual future
cash flows are less than expected, a material impairment
loss may arise. As at 31 December 2014, the carrying
amount of trade receivable is HK$375,395,000 (net of
allowance for doubtful debts of HK$66,714,000) (2013:
carrying amount of HK$295,702,000, net of allowance
for doubtful debts of HK$34,791,000). Additionally,
as at 31 December, 2014, the carrying amounts of
amounts due from ultimate holding company and fellow
subsidiaries are HK$36,036,000 (2013: HK$9,423,000)
and HK$241,554,000 (2013: HK$192,689,000),
respectively. As at 31 December, 2014, the carrying
amount of entrusted loan receivable is HK$139,598,000
(2013:HK$509,585,000).
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

4.

KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Estimated impairment of amounts due from
customers for contract work

Revenue and profit recognition on contracts to provide
service are recognised by reference to the stage of
completion of the contract activity at the end of reporting
period, which is measured as total contract costs incurred
for work performed to date relative to estimated total
contract costs to be incurred upon completion of the
contract.

In estimating the total contract costs, management
considers the actual costs incurred for similar completed
contracts as well as market prices of raw materials,
subcontract labor costs and other related costs that
will affect the estimation of budget cost, based on past
experience and current market information. As market
conditions keep changing, actual costs incurred upon
completion of the project may differ significantly from
that initially estimated, which would affect the amounts
due from customers for contract work, contract revenue
and profit recognised in the period in which such changes
take place. As at 31 December 2014, the carrying amount
of the amounts due from customers for contract work is
HK$28,344,000 (2013: HK$32,987,000).

During the year ended 31 December 2014, an impairment
loss of HK$18,287,000 (2013: HK$6,105,000) on amount
due form customers for contract work is recognised.
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Notes to the Consolidated Financial Statements

CAPITAL RISK MANAGEMENT

The Group’s policy is to maintain a strong capital base
so as to maintain creditor and market confidence and
to sustain future development of business. The Group's
overall strategy remains unchanged from prior year.

The capital structure of the Group consists of equity
attributable to owners of the Company, comprising issued
share capital, reserves and retained profits.

The directors of the Company review the capital structure
on a continuous basis taking into account the cost of
capital and the risks associated with each class of capital.
Based on recommendations of the directors, the Group
will balance its overall capital structure through the
payment of dividends, new share issues as well as the issue
of redeemable convertible preferred shares or convertible
notes to strategic investors or the redemption of the
existing debt.

FINANCIAL INSTRUMENTS

(a) Categories of financial instruments

AEHERE

Financial assets
Available-for-sale investment
Loans and receivables

(including cash and cash equivalents) RERBRSEED)
Financial liabilities TRAE
Amortised cost B HRC AR

5.

ER M EWERR (BT

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

EXRERER

AEENBREETBEELAE
- EREEALDSHAKES
ELEYSTHRREBHER - A&
BHEEREELEFESR -

AEBEARBEHBEHEL AR A
BARGERDE(BEDBEITRA
it S AR BR s M) ) AELRKC

ARRBFREBEGKA RS
B EERRFERT EAGRE -
REEZZHERZZ  AKEZEA
IRRTRCR ~ BITHIRD R B ITRI B
Bl AT A (8 e AR B FT RAR R IR T 3R
RIREEBOREER FEERE
BANGER -

€WMIA

(a) £ T EFERI
2014 2013
—E—NF =4
HKS$'000 HK$'000
FET FET
22,669 23,433
1,752,597 1,940,724
495,002 334,713

RHEBRERAR « —Z-—NFEHE @



Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

6. FINANCIAL INSTRUMENTS (continued) 6. €T EE)
(b) Financial risk management objectives (b) Bt EIEEEBFEREK
and policies K

The Group's major financial instruments include
trade and bills receivables, other receivables,
entrusted loan receivable, amounts due from
ultimate holding company and fellow subsidiaries,
pledged bank deposits and bank balances and cash,
trade and bills payables, other payables and accrued
expenses, amounts due to ultimate holding company
and fellow subsidiaries. Details of these financial
instruments are disclosed in respective notes. The
risks associated with these financial instruments and
the policies on how to mitigate these risks are set
out below. The management manages and monitors
these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

Market risk
Currency risk

The Group collects most of its revenue in HK$ and
RMB and incurs most of the expenditures as well as
capital expenditures in HK$ and RMB. The directors
consider that the Group’s foreign currency exchange
risk is insignificant as the majority of the Group’s
transactions are denominated in functional currency
of each individual group entity.
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Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

6. FINANCIAL INSTRUMENTS (continued) 6. TRITH®)
(b) Financial risk management objectives (b) Bt EIEEEBFEREK
and policies (continued) R(#)
Market risk (continued) miEmEkE (&)
Currency risk (continued) EimE b (&)
The Group currently does not have a foreign currency 7N 5 B 3R B I AR O S R
hedging policy. However, the management monitors e AW EREERINE
foreign exchange exposure and will consider hedging Bk TeREFTERZER
significant foreign currency exposure should the B RIMNEE R o
need arise.
The carrying amounts of the Group's foreign MREHRBE - NEEAINE
currency denominated monetary assets and liabilities TECEREERABENR
at the reporting date are as follows: EEWT :
Assets Liabilities
BE =R
2014 2013 2014 2013

—E—NE —ZT—=-F ZE-NE —T—=F
HK$’000 HK$'000 HK$°000 HK$'000

FET FAET FET FET
Relative to RMB:  HE¥f AR :
HK$ BT 7,516 1,462 — —
Relative to HK$: BT
United States Em([ZExT])
Dollars (“US$") 135,781 140,014 — —
Japanese Yen HE(THE])
("JPY") 3,845 3,912 — —

RHEBRERAR « —Z-—NFEHE @



Notes to the Consolidated Financial Statements

RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

6.

FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives

and policies (continued)
Market risk (continued)
Sensitivity analysis

For the entities of which their functional currency is
HK$ while holding assets denominated in US$, the
directors consider that, as HK$ is pegged to US$, the
Group is not subject to significant foreign currency
risk from change in foreign exchange rate of HK$
against US$ and hence only consider the sensitivity
of the change in foreign exchange rate of HK$
against currencies other than US$. The sensitivity
analysis includes only outstanding monetary items
which are denominated in relevant foreign currencies
and adjusts its translation at the year end for a 5%
change in the relevant foreign currencies exchange
rates. A positive number below indicates a decrease/
increase in post-tax loss/post-tax profit for the year
where the relevant foreign currencies strengthens
5% against the functional currency of each group
entities. For a 5% weakening of the relevant foreign
currencies against the relevant foreign currencies,
there would be an equal and opposite impact on
the post-tax loss/post-tax profit for the year and
the balances below would be negative. 5% (2013:
5%) is the sensitivity rate used by management in
the assessment of the reasonably possible change in
foreign exchange rates.

Decrease in post-tax loss FRRBIRERE
for the year VE

(2013: Increase in post-tax (ZE—=%: £
profit for the year) BR 4% 5 F)3E n)

HK$ impact BT &

JPY impact HEZ
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HESEEENEEEAE
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EMEZES% - AIFRBRBIE
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2014 2013
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Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

6. FINANCIAL INSTRUMENTS (continued) 6. TEMTAR®)
(b) MHZEREBREEERERK

(b) Financial risk management objectives

and policies (continued)
Market risk (continued)
Interest rate risk

The Group's fair value interest rate risk relates
primarily to fixed rate entrusted loan receivable. The
Group is also exposed to cash flow interest rate risk
in relation to variable-rate bank balances.

The Group's cash flow interest rate risk primarily
related to its bank balances carried at prevailing
market rate. In addition, the Group has concentration
of interest rate risk on its floating rate bank balances
which expose the Group significantly towards the
change in the People’s Bank of China’s interest rate.

The Group currently does not have an interest rate
hedging policy. However, the management monitors
interest rate exposure and will consider hedging
significant interest rate exposure should the need
arise.

The sensitivity analyses below have been determined
based on the exposure to the variable-rate bank
balances in the PRC. The analysis is prepared
assuming the PRC bank balances outstanding at
the end of the reporting period were outstanding
for the whole year. A 50 basis points (2013: 100
basis points) increase or 50 basis points (2013: 50
basis points) decrease is used, which represents
management’s assessment of the reasonably possible
change in interest rates.

R(#)
miE kR (4E)
&

AEBZ A FENXRRE
ZHEKREFEMNEZFTER
B ANEBIRE S ETY S
RITEREBEANR S RER
Z@Eg -

AEEMBRERENEER
T EHRBTHSEN RS
HISR{TA AR - o /A
RERBRITHEBRELREEE
W ARRITH ST
EARB - 40K EE
CELIES

$Elfﬁﬁjlﬂﬂ <RI

°¢‘ﬁﬁ'§f¥%§%¥ﬂ“
B TERHEERNEERY
/qﬂéﬁﬂz?—\ﬂ & o

A THEESTTIRESEH
FERIBITHEKRRARET -

T 75 R A& R ?Ei&ﬁﬁii”
AR EEE P B RITABRR
2FEREERAREDL - 50
EEH(ZZT—=4F:100&
B MK S0EE(ZE—=
FS50EH)FBIIRKREE
EHMNEGFENEGEEZHD
2 o
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

6.

FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives

and policies (continued)

Market risk (continued)
Interest rate risk (continued)

The management adjusted the sensitivity rate
from 100 basis points to 50 basis points for the
upward interest rate after considering the market’s
expectation on the future interest rate in the coming
year.

If interest rates had been 50 basis points (2013:
100 basis points) higher or 50 basis points (2013:
50 basis points) lower and all other variables were
held constant, the Group's post-tax loss for the
year ended 31 December 2014 would decrease
by HK$3,810,000 (2013: post-tax profit would
increase by HK$5,134,000) and increase by
HK$3,810,000 (2013: post-tax profit would decrease
by HK$2,568,000), respectively.
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6.

EWMITE®
(b) BIEREMEEBEZRK

R(#)
miE kR (E)
FEm s (58)

BB T — AR
R g TEE IR I U
ELERBI100E2FHZE50E
B . B SRR o

fiti F| & £ AS0E Bh(= &
— Z F:100E %) =® T
BKS0OE BH(Z T — = F:
SOE B ) i FT B H fib & &
RETE AXREEEE
—E—WOMFEF+ZR=+—
BEFEzhRBREEBES
2 Bl B 43,810,000% T
ZE—=F: KkEBE®EN
& # 505,134,000 7t ) &
# 03,810,000 T(= &
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Notes to the Consolidated Financial Statements

FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives

and policies (continued)

Credit risk

The Group’s maximum exposure to credit risk in the
event of the counterparties’ failure to perform their
obligations as at 31 December 2014 and 2013 in
relation to each class of recognised financial assets
is the carrying amount of those assets as stated in
the consolidated statement of financial position. In
order to minimise the credit risk, the management
of the Group has delegated a team responsible for
determination of credit limits, credit approvals and
other monitoring procedures to ensure that follow-
up action is taken to recover overdue debts. In
addition, the Group reviews the recoverable amount
of each individual trade and bills receivable, amounts
due from ultimate holding company and fellow
subsidiaries at the end of the reporting period to
ensure that adequate impairment losses are made
for irrecoverable amounts. The Group’s trade and
bills receivables as at 31 December 2014 are due
from a large number of customers, spread across
diverse industries. The management closely monitors
the subsequent settlement of the customers. In this
regard, the directors of the Company consider that
the Group's credit risk is significantly reduced.

The Group has concentration of credit risk on trade
receivables from ultimate holding company and
certain fellow subsidiaries. The ultimate holding
company and certain fellow subsidiaries are within
software development and solution segment and
located in PRC.

The Group's bank balances are deposited with banks
with high credit ratings and the Group has limited
exposure to any single financial institution.

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

6.

FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives

and policies (continued)
Liquidity risk

In the management of the liquidity risk, the Group
monitors and maintains adequate cash and cash
equivalents by continuously monitor forecast and
actual cash flows and matching the maturity profiles
of certain financial assets (including trade and bills
receivables, entrusted loan receivable, amounts
due from ultimate holding company and fellow
subsidiaries, pledged bank deposits and bank
balances and cash) and certain financial liabilities
(including trade and bills payables, other payables
and accrued expenses, amounts due to ultimate
holding company and fellow subsidiaries).

The following table details the Group’s remaining
contractual maturity for its non-derivative financial
liabilities based on the agreed repayment dates. The
table has been drawn up based on the undiscounted
cash flows of financial liabilities based on the earliest
date on which the Group can be required to pay.
The table includes both interest and principal cash
flows.
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Notes to the Consolidated Financial Statements

FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives

and policies (continued)

Liquidity risk (continued)

2014 E-pE
Tradeand bils payables ~ EREREARENEE
Other payables and Ht RS
accrued expenses REFRY
Amount due to ulfimate HEW
holding company 2k
Amounts due F‘éﬁﬂﬁj T%
to fellow subsidiaries RAE

Weighted
average
effective

interest rate
il 371
BRI

%

%

e IR MR

For the year ended 31 December 2014

BEZ—NF+-R=+—HILFE
6. SRITHEM®
(b) M EKREREBZERK
RE)
REBELRER(E)
Total
Repayable carrying
on demand Total  amountat
o less than 3 months 6 months undiscounted  31.12.2014
3 months to6  tofyear cashflows W=E-I&
REXEE months AMER  toSyeas  KfEEE t-A=t-H
IHR=R  ZEXfER E-F -21f HESE EEELE
HKS 000 HKS 000 HKS 000 HKS 000 HKS 000 HKS 000
FEr F&r FEn FEr F&r FEr
269,040 23,995 9,012 = 302,047 302,047
124,255 54 744 — 125,053 125,053
2,781 — — — 2,781 2,781
54,606 10,515 — — 65,121 65,121
450,682 34,564 9,756 — 495,002 495,002
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Notes to the Consolidated Financial Statements

RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

6. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives

and policies (continued)

Liquidity risk (continued)

Weighted
average
effective

interest rate

TETH

BRI

%

2013 “Z-=F
Trade and bill payables ~ ZZEREHREMNZE -
Other payables and accrued £ &7

EXpEnses RIS -
Amountdueto ultimate  [EHE&

holding company BRAFNE -
Amountsduetofelow  ERASENE

subsidiaries RAE -
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6. SRITHEM®
(b) R EEBZERK
R(E)

REBELRER(E)
Total
Repayable carying
on demand Total amount at
or less than 3 months 6 months undiscounted ~~ 31.12.2013
3 months 106 to 1 year ahflons RZF-=%
FEYER months AR TtoSyeas  AMBRE TZA=1-A
FPN=EA  ZE~EA B —Z1% nEEE (FEESE
HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HKS 000
AT AT AL TAT AL AT
146,065 23,293 19,421 = 188,779 188,779
65,719 - 22,577 — 88,296 88,296
3,102 — — — 3,102 3,102
54,536 = = = 54,536 54,536
269,422 23,293 41,998 — 334,713 334713




Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

6. FINANCIAL INSTRUMENTS (continued) 6. TRIAE®%E)
(c) Fair value measurement of financial () EMIAZATHEFE
instruments
Fair value of the Group’s financial liabilities that AEERKSEMEENQAF
are measured at fair value on a recurring basis ErENESRmAENATE
Some of the Group's financial liabilities are measured AEENBLERBEGE IR
at fair value at the end of each reporting period. XEFRBPLEEBN QA FEES
The following table gives information about how B TREREAVMNERE
the fair values of these financial assets and financial ZEeRmEERERAGER
liabilities are determined (in particular, the valuation FE(LCERGEREKRTE
technique(s) and inputs used). R AZUE)NER -
Relationship of
Valuation techniques Significant unobservable inputs to
Fair value as at Fairvalue  and key inputs unobservable inputs fair value
Financial liabilities WAT R hierarchy ~ fhERER EXTTEE FEEH
SREE WATE LYEER TEZHABE BAE ABBRATENBE
31.12.2014 17.11.2013
“E-mE -
t=A=t-B t-ATtH
HKS 000 HK$ 000
FE7 AT
Derivative financial n/a 42,002%  Level3 Binomial Tree Pricing  Share price volatiity of 42.08%,  The higher the volatility the
instrument in TER F=4 model, the key inputs  taking into account the historical  higher the fair value.
the consolidated are: the underlying share  share price of the Company.
statement of price, exercise price, B ) ; ‘ N
e fisk free interest rate wadend yield of 3.46%, takln’g The higher the d\vwden.d
) el into éccount management's  yield the lower the fair
GEUBMRE dhidendyeld experience and knowledge of  value.
MITEERIA the dividend to be paid.
“FARRBE T g a0 #R R ATELS
EHANEER: 1BH _
e RARMEELRE -
RE TFE R
BAE REKIR  REKERAE346% R BEKEXHEA AT
BRENEE - EREHRTINREME EHE-
BRAE
& Derivative financial instrument in the consolidated * BRAEMBRRARNTESRTIA
statement of financial position represents conversion FEMREITET A - HRAMERE
option derivatives. Such option was exercised on 17 BER-_ZE—=F+—A++tH
November 2013. The fair value of such option at 17 1 - EABRER-ZT—=F
November 2013, date of conversion, amounted to +—A++tB(EBREHNAF
HK$42,002,000. {B/442,002,000/&7T °

RHEBRERAR « —Z-—NFEHE @



Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

6.

FINANCIAL INSTRUMENTS (continued)

(c) Fair value measurement of financial

instruments (continued)

Fair value of the Group's financial liabilities that
are measured at fair value on a recurring basis
(continued)

There is no transfer between the different levels of
the fair value hierarchy for the year.

The directors of the Company consider that the
carrying amounts of financial assets and financial
liabilities recorded at amortised cost in the
consolidated financial statements approximate their
fair values.

Included in other expense, gains and losses set out
in note 9, a loss of HK$11,145,000 was related to
financial assets and financial liabilities designated as
at fair value through profit or loss held in 2013.

Fair value measurements and valuation
processes

The board of directors of the Company has engaged
independent professional qualified valuers, to
determine the appropriate valuation techniques and
inputs for fair value measurements.
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Notes to the Consolidated Financial Statements

FINANCIAL INSTRUMENTS (continued)

(c) Fair value measurement of financial

instruments (continued)

Fair value measurements and valuation
processes (continued)

In estimating the fair value of an asset or a liability,
the Group uses market-observable data to the extent
it is available. Where Level 1 inputs are not available,
the Group engages the third party qualified valuers
to perform the valuation. The board of directors
of the Company works closely with the qualified
external valuers to establish the appropriate valuation
techniques and inputs to the model. The findings are
reported to the board of directors of the Company
every half year to explain the cause of fluctuations in
the fair value of the assets and liabilities.

Information about the valuation techniques and
inputs used in determining the fair value of various
assets and liabilities are disclosed above.

e IR MR

For the year ended 31 December 2014
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Notes to the Consolidated Financial Statements

RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

6. FINANCIAL INSTRUMENTS (continued) 6.

(c) Fair value measurement of financial
instruments (continued)

Reconciliation of Level 3 fair value
measurements (continued)

There is no derivative financial instrument at 31
December 2014. The derivative financial instrument
at 31 December 2013 in the consolidated statement
of financial position was under Level 3 fair value

LRI E®)
() EMIEZAFETE

(&)

B=RDAFEFEHERCE)

RZE—NF+ZA=+—
HYETESMTA - R4
BHEMRARARTE—=F
+-—A=+—B0TEER

measurements. TEBE=HAVETE -
2013
—ET—=F
HK$ 000
FET
At 1 January 2013 R-E—=F—H—H 30,857
Total losses in profit or loss BanEaERE 11,145
Settlements “e (42,002)
At 31 December 2013 RZZE—=F+=—A=+—H —

Fair value losses on derivative financial instrument
are included in ‘other gains and losses'.
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Notes to the Consolidated Financial Statements

REVENUE
Continuing operations

Revenue represents revenue arising on software
development contracts and software outsourcing
contracts. An analysis of the Group’s revenue for the year
is as follows:

Revenue from software
development contracts

— Sales of IT peripherals and software —HEITRAZE
RE
— Software development — A
Revenue from software gHINMEE WA

outsourcing contracts

SEGMENT INFORMATION

Information reported to the board of directors, being
the chief operating decision maker, for the purposes
of resource allocation and assessment of segment
performance focuses on types of services provided. No
operating segments identified by the chief operating
decision maker have been aggregated in arriving at the
reportable segments of the Group.

Specifically, the Group’s reportable and operating
segments under HKFRS 8 “Operating Segments” are as
follows:

1. Software development and solution
2. Software outsourcing

An operating segment regarding the trading of computer
components was discontinued in 2013. The segment
information reported below does not include any amounts
for these discontinued operations, which are described in
more detail in note 35.

THFRESORA

]
AR

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

LN
HREREXR

WAIBE A D REEINEE
HWELBRA - REBAFEZ WA
O

2014 2013
—E-NF T
HK$000 HK$000
FET FET
760,955 535,373
692,251 571,335
249,922 194,272
1,703,128 1,300,980

7 EBE

RERDEMFEDBREANES
B(IBREARE)ZHRCENE
RRPTRRERGZEE - HEES
ikﬁ%ﬂ“fﬂ’]gLﬁaB]ﬂﬁ%bﬂ
RARENZH®RD L -

RER  BEEBIGREERE
SHIEEHE] ALEZ T2 H
EEHWIT

1. EHERBERERAR

2. EUHFINE
BHEITTHES 2 &&EDER =3
—=FEREE o TXFTHRE
HERT T BIEEEZEERIEE
2458 0 ELFBHNME
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E XD A
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

8. SEGMENT INFORMATION (continued) 8. ZEPER(E)
Segment revenues and results DEBU A K 4R
The following is an analysis of the Group's revenue and TXEHIARERAZMEED
results from continuing operations and reportable and B ZWMARFBEREEBN D
operating segment. il
For the year ended 31 December 2014 AR —F—FE—H=+—HIF
FF
Continuing operations BESEEK
Software
development
and solution Software
BB outsourcing Consolidated
BRI R BnHiNe =E
HK$000 HK$'000 HK$°000
FET FET FET
Segment revenue DA 1,453,206 249,922 1,703,128
Segment (loss) profit 7 &8 (B 1R ) A (42,433) 14,937 (27,496)
Other income, HAWA ~ Wz REE
gains and losses 1,583
Share of loss FEILEEE A EEE
of an associate (18,821)
Share of loss EiEE&ERRER
of a joint venture (7,177)
Central administrative costs A R/ Bk 7 (9,905)
Loss before tax BRI ATE R (FEE e %5)
(continuing operations) (61,816)
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Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

SEGMENT INFORMATION (continued) 8. ZHWEHRH)
Segment revenues and results (continued) paci 1 O ES (€ )
For the year ended 31 December 2013 BRE—F—=—Ff=-A=1—HI
FF
Continuing operations BESEEK
Software

development

and solution Software
{FF%  outsourcing  Consolidated
FERR TR /LD )
HK$°000 HK$ 000 HK$ 000
FET FET FET
Segment revenue 72 EBIA 1,106,708 194,272 1,300,980
Segment (loss) profit HE(EE) & T (130,192) 12,396 (117,796)
Other income, HA A - Wz R E1E
gains and losses (5,796)
Share of profit JE {5 Bt i 1 B] s A
of an associate 9,018
Share of loss BIEAENAIEE
of a joint venture (4,938)
Impairment loss on BENRRERERE
investment in
an associate (19,213)
Central administrative costs ~ F7 R1TBBL A (7,243)
Interest expenses FEFR (4,974)
Loss before tax BREIAIEIE (B ¥15)
(continuing operations) (150,942)
Note: All of the segment revenue reported for both years was i REFENSBRASREINS
from external customers. BERHEHEWA -
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

8.

SEGMENT INFORMATION (continued)
Segment revenues and results (continued)

The accounting policies of the operating segments are
the same as the Group's accounting policies described in
note 3. Segment (loss) profit represents the profit mainly
earned by/loss from each segment without allocation
of other income, gains and losses including mainly net
foreign exchange gain/loss and interest income, fair value
change in conversion option derivatives embedded in
redeemable convertible preferred shares, gain or loss on
disposal of property, plant and equipment, share of (loss)
profit of an associate and share of loss of a joint venture,
impairment loss on investment in an associate, central
administration costs including directors’ remuneration and
interest expenses. This is the measure reported to the chief
operating decision maker for the purposes of resource
allocation and performance assessment.
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Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014

SEGMENT INFORMATION (continued)

Segment assets and liabilities

The following is an analysis of the Group’s assets and

8. &

EE-MEF-A=+—HItFE

HER (®)

THEERERE
TXHIIALET 2RELHAE

liabilities by operating and reportable segment. DZEERBERDHNT °
At 31 December 2014 R-FE—mF+—_A=+—H
Software
development
and solution Software
B{BI%  outsourcing Consolidated
MBRTR LN =e
HK$000 HK$000 HK$000
FET FET FET
ASSETS EE
Segment assets DHEE 906,088 91,116 997,204
Property, plant ER N
and equipment 522,449
Investment property REME 10,518
Interest in an associate BE N RS 95,640
Interest in a joint venture A &R AL 172,666
Bank balances and cash RITREBREEA R 991,375
Prepaid lease payments EREERIEA 39,427
Other unallocated assets Hit RN EE 96,546
Consolidated total assets ~ &FEEELE 2,925,825
LIABILITIES &
Segment liabilities DEEE 955,756 60,366 1,016,122
Taxation payable e B8 9,798
Deferred tax liabilities EXEHBEEE 20,619
Other unallocated liabilities  E b KA E & & 44,730
Consolidated total liabilities 434 B EE%E 1,091,269
R B R B R D A
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

8. SEGMENT INFORMATION (continued) 8. AWERE)
Segment assets and liabilities (continued) PHEEREBEMH)
At 31 December 2013 R—FE—=Ff+=-H=+—H
Software
development
and solution Software
% outsourcing  Consolidated
MR R BN Ta
HK$000 HK$°000 HK$°000
FET FET FET
ASSETS &E
Segment assets DEHEE 1,047,093 94,570 1,141,663
Property, plant ERN
and equipment 240,402
Investment property REME 10,839
Interest in an associate b N m RS 122,848
Interest in a joint venture AR A RER 118,077
Bank balances and cash RTESRNIR S 874,788
Prepaid lease payments BNHERIE 40,581
Other unallocated assets HARD R EE 86,466
Consolidated total assets HEEERE 2,635,664
LIABILITIES afE
Segment liabilities DEBEE 633,908 14,765 648,673
Taxation payable eI IR 5,582
Deferred tax liabilities REFIAEE 12,063
Other unallocated liabilities Hi AR D EE 27,099

Consolidated total liabilities 474 B {&HE5E 693,417
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Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

SEGMENT INFORMATION (continued) 8. oEERE
Segment assets and liabilities (continued) PHEEREBEMH)
For the purposes of monitoring segment performances RERSBRERDEHEEIR

and allocating resources between segments:

all assets are allocated to operating segments, other
than property, plant and equipment for Group
administrative purpose, interest in an associate,
interest in a joint venture, bank balances and cash,
prepaid lease payments and other assets including
taxation recoverable, certain non-trade portion of
amounts due from related parties, prepayments and
deposits.

all liabilities are allocated to operating and reportable
segments, other than taxation payable, deferred tax
liabilities and other liabilities including certain non-
trade portion of amounts due to related parties and
other payable in relation to corporate administrative
costs.

FMEEEANTEERED
BERTEAEEERE
MR BB k& RBE
NE DR NAZE QA E
@ RITEHRERE AN
MEFBERAEMEE(BREA
WEHIE - AR TS T
FEZE D KIE - BNFKE
K3zw ) QBRSO o

MERBHIEER 2HRE
B0 EERMNTIE BT
MEABEIEMAE(RREE
NEEB L ETIHE S DK
TR N EL Aty b 27T BURK AN 4E B8
FEAF3RIR) RIBR SN ©
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

8. SEGMENT INFORMATION (continued) 8. ZEPER(E)
Other segment information Hith 75 ZBE R
For the year ended 31 December 2014 BE_F—MFEF+_H=1—HiF
FF
Continuing operations BEREEK
Amounts included in the measure of segment profit or ESBEENISDEEERTTARN
segment assets: RIE -
Software
development
and solution Software
BH4BEA  outsourcing Total  Unallocated Consolidated
BRER L8N CE KB ga

HK$000 HKS$'000 HK$000 HKS$000 HKS"000
TET TET FET TEx TET

Additions to property, RENE  BERE

plant and equipment 9,898 544 10,442 290,239 300,681
Depreciation of property, 1% - BERRZENE

plant and equipment 17,586 728 18,314 263 18,577
Amortisation of At AESE

other intangible assets — 3,705 3,705 — 3,705
Impairment loss on amounts EMEF AL T2

due from customers HEEE

for contract work 18,287 — 18,287 — 18,287
Impairment loss on Hithm&E

other intangible assets REERE — 12,964 12,964 — 12,964
Write-down of inventories 7 &R 2,784 — 2,784 — 2,784
Allowance for bad REREB

and doubtful debts 36,347 — 36,347 — 36,347
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Notes to the Consolidated Financial Statements

SEGMENT INFORMATION (continued)

Other segment information (continued)

For the year ended 31 December 2074 (continued)

Amounts regularly provided to the chief operating decision
maker but not included in the measure of segment profit

or segment assets and not allocated to any operating and

reportable segment.

Interest in an associate
Interest in a joint venture
Share of loss of an associate
Share of loss of a joint venture

B AT
BB

e HsE & N R B R
EhaZRAIER

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

DEHER ()
Ht o & E# ()

BE_FT—WFF—_A=1+—HI
FE(E)

ITEREARETHMERBRER
EI’E%T:L /mf‘J_JZA*Eéqﬁﬁflfﬁﬁ
AB YW ES B =L KA 2,
SFEFOELT -

HK$°000
FET

95,640
172,666
(18,821)

(7,177)
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

8. SEGMENT INFORMATION (continued) 8. ZHWEHRH)
Other segment information (continued) Hith 5 BBE R (4)
For the year ended 31 December 2013 ZE =FEfZA=1—HI
i&g
Continuing operations BELSEEK
Amounts included in the measure of segment profit or ESBEENISDEEERTTARN
segment assets: RIE -
Software
development
and solution Software
FHEFEM  outsourcing Total  Unallocated  Consolidated
BRAR 4N CE ADE e

HK$ 000 HK$ 000 HK$000 HK$ 000 HK$ 000
TET TET TET TET TET

Additions to property, RENZE  BEREE

plant and equipment 5,598 831 6,429 152,441 158,870
Depreciation of property, ~ ¥1% * R R

plant and equipment RENE 25,586 810 26,396 263 26,659
Amortisation of other EtEREE

intangible assets = §ic 1,862 3,706 5,568 — 5,568
Impairment loss on goodwill EEHEEE 14,491 — 14,491 — 14,49
Impairment loss on amounts  ENEF AN TRFE

due from customers REEE

for contract work 6,105 = 6,105 = 6,105
Write-down of inventories  Z & iR 7,638 = 7,638 — 7,638
Allowance for bad RERREE

and doubtful debts 26,912 — 26,912 — 26,912
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Notes to the Consolidated Financial Statements

SEGMENT INFORMATION (continued) 8.
Other segment information (continued)

For the year ended 31 December 2013 (continued)

Amounts regularly provided to the chief operating decision
maker but not included in the measure of segment profit
or segment assets and not allocated to any operating and
reportable segment.

Interest in an associate /N ey

Interest in a joint venture A ENRER

Share of profit of an associate FEAG B N B s

Share of loss of a joint venture E{hE EARIEE

Impairment loss on investment g NAIRE R EEE
in an associate

Finance costs IR I

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

DEHER ()
Ht o & E# ()

HE_F—=F1_A=1—HI
i&*(%)

BT R T H TR B
HEH RTINS BEESL R
A B85 i B AL AG A R ] 2.
SEFEMT -

HK$'000
FET

122,848

118,077
9,018
(4,938)

(19,213)
(4,974)
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

8.

SEGMENT INFORMATION (continued)
Geographical information

The Group’s operations are currently carried out in the
PRC (excluding Hong Kong), the country of domicile, and
Hong Kong except for some services rendered by the
provision of outsourcing software development services
division which are located in other regions.

Information about the Group’s revenue from continuing
operations from external customers is presented based on
location of markets or customer irrespective of the origin
of the services. Information about the Group’s non-current
assets* by geographic location of assets:

Revenue from
external customers

DEER (E)
i & &R

AEERFETEER - T2
BEB)RBBEERY - ST
FESNB AR B PTER L RO E T AR
MR E MR o

AEERMSHERKEF T
(i R 7% R ) 8 0 2 SN BB P
FEREWAZER - REEKRE
EMEREI D ZIERBDEE*H
HEAER

Non-current assets*

REIIMFEFE WA FRBEE*
2014 2013 2014 2013
—E-NFE —T—=-F ZZTB-0OF —T-=F
HK$000 HK$'000 HK$°000 HK$'000
FExT FET FETT FET
Hong Kong BB = = 19,122 19,707
The PRC (excluding EP
Hong Kong), (B
(country of domicile) B5E)
(FrEE) 1,541,021 1,151,147 891,361 526,983
Others Hb 162,107 149,833 445 4,105
1,703,128 1,300,980 910,928 550,795
B Non-current assets excluded those relating to available-for- * ERBEETBEAHLER
sale investments. & e
Information about major customer FEEFER

Continuing operations

No individual customer accounted for over 10% of the
Group's total revenue during both years.
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Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

OTHER INCOME AND OTHER GAINS AND 9. HMWA - KEREIE
LOSSES

2014 2013
—2-ME —E-=F
HK$°000 HK$'000
FHET FET
Continuing operations BEREXRK
Other income: HM A :
Interest income on bank deposits ) EUA 32,345 26,922
Interest income on entrusted ZEEFFBWA
|loan receivable 13,657 2,000
Value added tax refund (Note a) EEBER(HiEa) 72,680 56,349
Government subsidies and grants (Note b) BT 85 K & B) (M5 b) 16,644 8,190
Dividend income from A EREEE
available-for-sale investments AR EHA 1,640 =
Others HAth 220 72
137,186 93,533
Other gains and losses: Hinl 2= R EE -
Net foreign exchange gain SN A F R 184 2,172
Net (loss) gain and written off on disposal HEW% - BE & &XE
of property, plant and equipment (B518) e )5 58 K il 88 (103) 645
Fair value change in conversion option A FE O] AT IR SE AR 2
derivatives embedded in redeemable BRAT AT IRIESTAE
convertible preferred shares TEZARBEED — (11,145)
Gain on disposal of assets of digital S SRS S v e
media business (Note c) (P 5 ) — 12,149
Gain on disposal of a subsidiary (Note d) H &M B R 7z Wz
(MizEd) 287 —
Others HAty 4,487 3,728
4,855 7,549
Included above is income from unlisted investments of NEBERRBIFELMHRENK
HK$1,640,000 (2013: nil). A RAFEEER1,640,000/8 T

(Z2—=%:8)-
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

9.

OTHER INCOME AND OTHER GAINS AND

LOS

Notes:

(a)

SES (continued)

Inspur (Shandong) Electronic Information Company Limited
(“Inspur Shandong Electronic”), Inspur Communication
Information System Limited (“Inspur Communication”),
Shandong Inspur Commercial System Company Limited
("Inspur Commercial System”) and Inspur Group Shandong
Genersoft Incorporation (“Inspur Genersoft”) are engaged
in the business of distribution of self-developed and
produced software. Under the current PRC tax regulation,
it is entitled to a refund of VAT paid for sales of self-
developed software in the PRC.

For the year ended 31 December 2014, the amount of
approximately HK$16,042,000 (2013: HK$6,917,000)
represents the subsidies received from the PRC Government
for the purpose of encouraging the development of group
entities engaged in new and high technology sector. The
subsidies received are in substance a kind of immediate
financial support to the group’s entities with no future
related costs and recognised as income when the approval
of the relevant government authority has been obtained.
There are no other conditions attached to the subsidies
granted to the Group.

For the year ended 31 December 2014, the amount
of approximately HK$602,000 (2013: HK$1,273,000)
represents the grants from the Government for funding
of some feasibility studies which benefit the society as a
whole. The grants received are recognised as income when
the related feasibility studies have been completed and the
approval of the relevant Government authority has been
obtained.
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Notes to the Consolidated Financial Statements

OTHER INCOME AND OTHER GAINS AND
LOSSES (continued)

Notes: (continued)

()

(d)

On 22 August 2013, the Group and JEBIEX{FEBE B R
2 |] Inspur Software Group Company Limited* (“Inspur
Software”), previously known as JR#IZE & & {F E %
BBRAA] Inspur Cheeloo Software Industry Company
Limited* (“Inspur Cheeloo”), a fellow subsidiary of the
Group, entered into an agreement, pursuant to which
the Group agreed to sell and Inspur Cheeloo agreed to
acquire the assets of digital media business of the Group
for a total consideration of RMB30,000,000 (equivalent to
approximately HK$37,430,000). A gain of HK$12,471,000
was recognised on disposal of such assets during the year
ended 31 December 2013.

On 28 August 2014, the Group and Inspur Software
entered into an agreement, pursuant to which the Group
agreed to sell and Inspur Software agreed to acquire
the entire share equity of the Inspur Commercial for a
total consideration of RMB30,000,000 (equivalent to
approximately HK$37,433,000). A gain of HK$287,000
was recognised on such disposal during the year ended 31
December 2014.

* English name is for identification purpose only.

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

9. HfA - MEREEE)

BaE : (48)

(@)

(d)

R=ZE—=F#NA=+=8"
AREBERBHGEBREGRA
A(CREE M EBREE
BEMHEXBRA AR
ERDESEENERQR)F L
WiE Bl AEBRE D
ERRHEEREKBASEE
METHEBEBEE  BRE
A A R #30,000,0007T(# &
7 4937,430,00058 7T ) H =
—E—=5+=-A=+—HIt
FERLEHRBEEERR RS
12,471,000 T °

RZTE—HmEFENR=Z+N\H "
AN 55 [ E2OR 8 X1 BT S Ak
Bt AEERE DS KRR
14 [R) 2 Uk SR 80 7 PR R 48 2 2B AR
# - BREAR AR 30,000,000
Jo(#8 & K #J37,433,0007%8
L) HEZZE—WF+ =8
=+—BUEFEREBALE®ER
25 287,000 78 7T ©

* REXEBEHRBR -

RHEBRERAR « —Z-—NFEHE @



Notes to the Consolidated Financial Statements

RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

10. TAXATION

Continuing operations
Current tax:
PRC Enterprise Income Tax

(Over)underprovision

in prior years:

PRC Enterprise Income Tax
Deferred taxation (note 34)

10. BB
2014 2013
—2-mFE —T=F
HK$°000 HK$ 000
F#ET FET
BEREEK
BNHARR 1A :
RS 7,099 1,241
BAFE (BEEE)
BETE
PR EFTER (916) 781
EIER A (FI5E34) 2,217 (740)
8,400 1,282

Hong Kong Profits Tax is calculated at 16.5% on the

estimated assessable profit for both years.
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Notes to the Consolidated Financial Statements

10. TAXATION (continued)

Under the Law of the PRC on Enterprise Income Tax (the
“EIT Law") and Implementation Regulations of the EIT
Law, the tax rate of the PRC subsidiaries is 25% from 1
January 2008 onwards.

The statutory tax rate for PRC Enterprise Income Tax of
25% is applied to the Group’s PRC subsidiaries except
for Inspur Communication, Inspur Commercial and Inspur
Genersoft. Inspur Communication, Inspur Commercial
and Inspur Genersoft are recognised as “New and High
Technology Enterprise” and therefore entitled to apply
a tax rate of 15%. The entitlement of this tax benefit is
subject to renewal by respective tax bureau in the PRC
every three years. The latest approval for all of the PRC
subsidiaries enjoying this tax benefit were obtained in year
2014.

Pursuant to the Notice of Ministry of Finance and the State
Administrative of Taxation concerning certain preferential
policies on enterprise income tax <<&f{[2000]255% <&
B BERNBER  SRESSERRBEHERMERK
BREXZREGBENIRBEREEMNBA>>E &, Inspur
Guoyou (Shanghai) Services Incorporation (“Worldwide
Shanghai”), which was recognised as “Software
Enterprise”, is exempted from PRC Enterprise Income
Tax for two years starting from its respective first profit-
making year, followed by a 50% reduction for the next
three years. The first profit-making year for Worldwide
Shanghai is the fiscal year 31 December 2009. The 50%
tax reduction for Worldwide Shanghai was ended in 2013.

The implementation of the EIT Law has no impact on the
tax relief granted to the PRC subsidiaries.

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

10. BB (H)

RETBEEERBRA(EREME
%) MABRAE AR - BB
ARABERE-ZTTN\F—A—HiE
HER25% °

BORMEE  REEA RS R
BRAEMHIN  AEBETEE AR
MERTEERAEGIAERES
25% ° RFERE - REERHRMR
FOR B8 R B R E Bl = H i
Ml HERATE15% © %
BHBEEAT=FEREEREKR
WHEAER - E_T—F - 5%
EzHPEMBARCESHES
XRIARKEBNRIAL -

BRETHRBEREARGBERERE
T E S EBBUR A B A
F1[2000]25 5% < B BR &6 « B =K ¢
BHam - BHEESBREEE G
EXENMEKEREFZRAEBHUK
BEBMENBAIEK  RES
B(LEB)EEEMERAR(&E
EBDIERIEMHAEE] BEE
R FERRFAREHNP R
EREH EE=FR¥ =mEL
BHEEENFEAREBEZE TN
F+-A=+—HLBFE &
BLERRIRER T —=FK

_|t o
B EAETORL &R E T B
BRRICER 2 MBERR
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Notes to the Consolidated Financial Statements

RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

10. TAXATION (continued)

The taxation for the year can be reconciled to the loss
before tax per the consolidated statement of profit or loss

as follows:

10. BIE (&)

R4 A B
BRAEATES RS BRI ¢

K AFREZHIAR

2014 2013
—E-mF —E-=F
HKS$'000 HK$ 000
FHET FEIT
Loss before tax BT R BT (61,816) (150,942)
Tax at PRC Enterprise Income LR E R EMREN
Tax rate of 25% (2013: 25%) TR 25% HH
(ZE—=%:25%) (15,454) (37,735)
Tax effect of share of loss FE(REE & A A ES 1R
(profit) of an associate Ca ) 2 TG & 4,705 (2,255)
Tax effect of share of loss [E(hE &R
of a joint venture BEIHBEE 1,794 1,235
Tax effect of expenses not PRI A 2
deductible for tax purpose % 10,581 25,287
Tax effect of income not taxable BRI A 2 T 5o 2
for tax purpose (5,038) (844)
Tax effect of tax losses and deductible RERBSEE &—HD i
temporary differences not recognised EREHINBEE 6,344 14,437
(Over)underprovision in respect of BEFE(BREREE)
previous years BET R (916) 781
Deferred tax on withholding tax B Bff B8 A R TR
arising from PRC subsidiaries M EE 2 RLEHRIE 6,384 376
Taxation for the year REEHIE 8,400 1,282

Note: The PRC Enterprise Income Tax rate is used as it is the

domestic tax rate in the jurisdiction where the operation of

the Group substantially based.

@ INSPUR INTERNATIONAL LIMITED e Annual Report 2014

GEE

TEIMEMEHRESANEEE
Ba R R AR WBARE -



Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

10. TAXATION (continued) 10. BiIE(4)
At the end of the reporting period, the Group has unused RERPEER - XEBEHFRIA
tax losses of HK$216,371,000 (2013: HK$190,994,000) i 18 /& 18216,371,000% (= &
available for offset against future profits. No deferred tax — = 4 :190,994,000/% 7t ) A] A
asset has been recognised in respect of such losses at the A EH R&R N - A RERG
end of the reporting period, due to the unpredictability BRI - R B 185 A SR 2 A
of future profit streams. Included in unrecognised tax TR MR 2 WMEAE AW EiEX
losses are losses of HK$1,827,000, HK$43,523,000, EEBEREENIBEEE o RERH
HK$78,381,000, HK$57,748,000 and HK$25,377,000 BEEBEFSNIN _ZT—HF
that will expire in 2015, 2016, 2017, 2018 and 2019, —E—RNFZF—+tF - ZF
respectively. Other tax losses may be carried forward —NERZZE-NFEMNEER
indefinitely. 1,827,000/ 7t * 43,523,000 7T

78,381,000 JT ~ 57,748,00078 Tt
. 25,377,0007%8 7T o E A FiIEE1E
ol 2[R HR 4GRS o

11. LOSS FOR THE YEAR 11. FREE
2014 2013
—E-mF —E—=
HK$°000 HK$ 000
FHET FET
Continuing operations HEREXER
Loss for the year has been arrived RNEE BB
at after charging (crediting): (GTA) T3I&IE -
Allowance for bad and doubtful debts RIBEREE 36,347 26,912
Reversal of allowance for bad RIBIREERD
and doubtful debts (2,737) (4,561)
Impairment loss on amounts due W EF &K TR
from customers for contract work B EE 18,287 6,105
Impairment loss on goodwill (Note a) 2R EE 1 (fsEa) — 14,491
Impairment loss on intangible mEEERBERE
asset (Note b) (FifsEb) 12,964 —
Research and development costs BRARZMNAEER
recognised as an expense 112,450 96,712
Auditor’s remuneration 2 BUAD B 5 2,000 2,000
Cost of inventories recognised as e R 8 B A AN 2 Y
expenses in cost of sale (including FEXAR(BEFEM
write-down of inventories of % 2,784,00078 7T
HK$2,784,000 (2013: HK$7,638,000) (=F—=%:
7,638,000/%7T)) 554,660 266,845

RHEBRERAR « —Z-—NFEHE @



Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

11. LOSS FOR THE YEAR (continued) 1. FAEBE®)
2014 2013
—E-lmF —ZE—=
HK$°000 HK$'000
FHET FET
Depreciation for property, M R R EITE
plant and equipment 18,577 26,659
Depreciation for investment property B YEITE 321 321
Amortisation of other intangible H S Ak
assets (including in selling (BERNIEEN
and distribution expense) o EERAN) 3,705 5,568
Gross rental income from KEMER I ALLZE
investment property (644) (322)
Amortisation of prepaid lease payments  JE {78 & x4 54 924 917
Less: Prepaid lease payments capitalised 35 : B4 BIEE TIZH
into construction in progress FETARER (924) (917)
Directors’ remuneration (note 12) EEME (KizE12) 3,188 2,945
Other staff costs Hu 8 TR
Salaries and other benefits e K EHMER 582,211 487,540
Retirement benefits RINEFET 2R
scheme contributions 95,847 93,288
681,246 583,773
Interest expense on redeemable RAEERNBHESEZ
convertible preferred shares wholly A] B& [o] o] HaR% = 5 %
repayable within five years Z A B — 4,974
Operating lease rentals in respect of WANENETEESY
office premises and staff quarters 4REETH S 23,960 21,389
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Notes to the Consolidated Financial Statements

11. LOSS FOR THE YEAR (continued)

Notes:

(a)

The goodwill of HK$14,491,000, which had been
allocated to the cash generating unit (“CGU") of Inspur
Genersoft and its subsidiaries, was fully impaired during
the year ended 31 December 2013 based on the following
impairment assessment carried out by the management on
this CGU.

The recoverable amount of CGU was determined on the
basis of higher of fair value less costs to sell and value in use
calculation. The Group performed impairment assessment
by estimating the value in use of the cash generating
unit in which the goodwill is attributable to, which
approximately the fair value less cost to sell or where there
are revision in future estimated cash flows due to changes
in facts and circumstances. Its recoverable amount was
based on certain similar key assumptions. The value in use
calculations used cash flow projections based on the revised
financial budgets approved by management covering 5-year
period, and a discount rate of 25%. No growth rate was
expected for the cash flows beyond the 5-year period. Due
to the unexpected keen competition for technician and
staff with advance technology knowledge which drive up
their salaries drastically and change of suppliers’ selection
criteria by certain major customers, tender of certain orders
were lost while the orders obtained were completed at a
lower margin, the management revised the estimation of
cash flows from that of prior year. Such estimation was
based on the units’ past performance and management'’s
expectation for the market development. Since the carrying
amount of goodwill and relevant assets allocated to the
CGU exceeded their relevant recoverable amount based
on the revised cash flow projections, the management had
recognised impairment of HK$14,491,000 for the goodwill
allocated to this CGU during the year ended 31 December
2013.

During the year ended 31 December 2014, actual revenue
generated from the customer included in the customer base
is less than the projected revenue by the management.
Therefore, the management of the Group recognised an
impairment loss of HK$12,964,000 in relation to customer
base.

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

1. FREBE®E)

it

(a)

BE_ZTZ—=F+=-_A=+—
HEFE EoRZREBEAR
BHREMRBRARZESEE
BA([HeELEEM])HFE
14,491,000 8 L EBEURE « It
DEREEEHZREGEABM
HEITZ AT BER R ©

REELEEMN 2] REIE TR
BAFERLEKALEFEAER
MEZREETE - NEBGHAT
AEEEREELESEN Z(FERE
B (B A FER &R A4 sk
WMEESERIBREFABRK
HEFRESREBE]) - HimEST
WA - JRESETERS
THEUEZBREMEE - FHE
B ERAEREEEMLE
hEKETNBEENRERE
Al IM K AB25% - KA
FRBERITEEE - HRYA
HRERMAZETRNEBRES
FEFeKFP)HFEMERET
HEE T BRI R E T E
ERFPHHERRERTZENE
F) - B TR BRI FR IS KB AT T
REEBSMETEABERE - B
IEEBEEHEAFRESRMGFED
85T » ZMEFT DEREMBER
RREBEEEHMSERAOTELS -
HROETREELEMN ZEE
LRiEBEENRAEBRLEEE
RIS ET IR 7% TEOR & A8 8 AT UL
L5 wEHE—T—=F1+—
A=+t—RHIEFEEEBEEEHRS
T ZRSEEBN ZEERER
Y& 14,491,000 7T °

 EZE—NFE+=_A=+—H
LEFE BRFHEARFELY
B AR A S 1R B AT TR R B R
= At AEBEEERTF
B 7 SRR 1B 5 #8 12,964,000 78

JG ©
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

12. DIRECTORS’ AND CHIEF EXECUTIVE'S 12. EBERESTHRAEME
EMOLUMENTS
The emoluments paid or payable to each of the nine (2013: MIZ(TE—=F:8R)EEX
eight) directors were as follows: N EMNZBEmT :
Other emoluments
Efi <
Performance  Retirement
Salaries related benefits
and other incentive scheme Share
benefits  payments contributions based

Fees He¢k HXREE  BUEN  payment Total
wE  HERN WMRBEE  HEMAR ROXA @zt
HKS000 HKS000 HKS 000 HKS000 HKS 000 HKS 000
TEx FEx FEx FEx FEx FEx

For the year ended HZ-2-mF

31 December 2014 t=A=1-A

LEE

Executive Directors HTEE
Wang Xingshan (Note 3) TR (H5E3) = 985 = 56 — 1,041
Dong Hailong Bk = 12 = = = 12
Chen Dongfeng R = 988 = 57 = 1,045
Sun Chengtong bang — 806 — 44 — 850
Non-Executive Director ~ FHTEE
Shen Yuangin i = = = = — —
Independent BIFHTES

Non-Executive Directors
Wong Lit Chor, Alexis e 120 = = = = 120
Zhang Tigin (Note 2) REEZ(fT2) 15 — — — — 15
Dai Ruimin EIpiote 60 - - = = 60
Zhang Ruijun (Note 1) winE (1) 45 — — — — 45
Total gt 240 2,791 — 157 — 3,188
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Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

12. DIRECTORS’ AND CHIEF EXECUTIVE'S 12. EERBESTHAEMS

EMOLUMENTS (continued) (&)
Other emoluments
Performance  Retirement
Salaries related benefits
and other incentive scheme Share
benefits payments  contributions based
Fees ek HERFBE  RUIEH payment Total
we  EtEN WRBZE HEEX ROXRE et
HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000
TET TET T TET T T
For the year ended HZ-2-=%
31 December 2013 t=A=+-A
LEE
Executive Directors HTEE
Wang Xingshan (Note 3) TR (M3E3) = 861 = 39 — 900
Dong Hailong EhE = 167 = 8 = 175
Chen Dongfeng REE — 885 — 55 — 940
Sun Chengtong R = 643 - 47 — 690
Non-Executive Director ~ FHTES
Shen Yuangin i - - - - - -
Independent BIFHTES
Non-Executive Directors
Wong Lit Chor, Alexis 22U 120 = = = = 120
Zhang Tigin (Note 2) REE([2) 60 = = — — 60
Dai Ruimin Bingl 60 - - - - 60
Total st 240 2,556 — 149 — 2,945
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

12. DIRECTORS’ AND CHIEF EXECUTIVE'S 12. EBERESTHRAEME

EMOLUMENTS (continued) (&)

Notes: st -

(1) Zhang, Ruijun was appointed as an independent non- (1 RZTE—HENFHEA—HB - Kns
executive director on 1 April 2014. BLRERBIEANTESE -

(2)  Zhang, Tigin resigned as an independent non-executive (2) RZZE—HFWMA—HB  KkEDH
director on 1 April 2014. BHEBS IERITES o

(3) Wang Xingshan is the Chief Executive. His emoluments 3) FHELAZSITHRAE - A E#H
disclosed above include those for services rendered by ENETHeEREEERSTT
them as the Chief Executive. A B TRt R4 T 0 E B -

No directors of the Company waived any remuneration REZMEEAN  ARAIHEEER

and no remuneration was paid by the Group to any of ZWEERME - MASE I ER

the directors as an inducement to join or upon joining the EfRIES NS ERRSIEEM

Group or as compensation for loss of office during both AR B Sk 1% 5 AR I ) SR B S B

years. e -
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Notes to the Consolidated Financial Statements

13. EMPLOYEES' REMUNERATION

Of the five individuals with the highest emoluments in the
Group, two (2013: two) were directors of the Company
whose emoluments are included in the disclosures in note

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

13. EEME
EAEERERSHMALS &
ARE(—CE—=%: WR)AK
AREE  HEMEBWERLX

12 above. The emoluments of the remaining three (2013:
three) highest paid individuals were as follows:

izE12 - A T =& (ZB—=4:
=R)EeFMA TS FBD

T

2014 2013

—E-NF —T—=
HK$'000 HK$'000
FET FET
Salaries and other benefits o M EMET 3,396 3,328
Retirement benefit scheme contributions R {R4& A5t 21 5k 111 27
3,507 3,355

Their remuneration were within the following bands: RENFMNRIATEE -
2014 2013
—E-NF =
No. of No. of
employees employees
EEZAR EE 8 H
Nil to HK$ 1,000,000 ZEILE 1,000,000 7T 2 2
1,000,001 /& TR

HK$1,000,001 to HK$1,500,000 1,500,000 7 JT 1 1

No remuneration was paid by the Group to any of the five
highest paid individuals as an inducement to join or upon
joining the Group or as compensation for loss of office
during both years.

RMEER  AEEHBERARR
BEMA TN EESREIKRE
IOAAER B 38 15 T AR 1O 2R R 3k
BERAH(E
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Notes to the Consolidated Financial Statements

RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

14. DIVIDEND 14. RE
2014 2013
—E-F =
HK$'000 HK$'000
FET FET
Dividends recognised as distribution FANERE
during the year: DRI R
2013 final dividend - HK$0.03 —E-=FERARH
BB —0.03%8 7T
(2013: 2012 final dividend - (ZE—=%:
HK$0.03) per share —E-—FEBRARH
&S —0.03%7T) 27,101 25,365
Subsequent to the end of the reporting period, a final REMPHEERR  EFEERR
dividend of HK$0.03 in respect of the year ended 31 BHE_T—NF+-A=+—H
December 2014 (2013: final dividend of HK$0.03 in I FESRARERE0.038T(=
respect of the year ended 31 December 2013) per share T =F HE_FT-=F1_A
has been proposed by the directors and is subject to =+ —BIEEESRKRIKRE0.03
approval by the shareholders in the forthcoming annual BIT) - HEARBIRNANE A A

general meeting.

BRBFERNEG LHERTAMEE -
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Notes to the Consolidated Financial Statements

15. (LOSS) EARNINGS PER SHARE

For continuing and discontinued operations

The calculation of the basic and diluted (loss) earnings
per share attributable to the owners of the Company
are based on the (loss) profit for the year attributable to
owners of the Company and on the number of shares as
follows:

Number of shares Sk 4=
Weighted average number of TEESRENR

ordinary shares for the purpose
of basic earnings per share

The computation of diluted loss per share for 2014 does
not assume the exercise of the Company’s options since
the exercise price of those options was higher than the
average market price for shares for 2014.

The computation of diluted earning per share for 2013
does not assume the conversion of the Company’s
outstanding redeemable convertible preferred shares since
their exercise would result in a decrease loss per share for
2013 from continuing operations. The computation of
diluted earnings per share does not assume the exercise
of the Company’s options because the exercise price of
those options was higher than the average market price
for shares for 2013.

EL TP ER A 2 DN
T EREE

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

15. ER(B1R)ER

RFECERERLEER

ARFEAE ARGESRBHERR
58 (518) BRI TYIREA A A
A 4 PO (B9 IR T 3RS
BEHE

2014 2013
—F-mF =F—=

‘000 ‘000

TR THE

901,536 852,398

RRAR AR ERA=F
—mETHFYE  HE-E D
T ERETHAL RERLSE
ST -

=SNG EIFHE R PRy
B BER T =FXKEHE
REXBNBREBERD @ 578
T-_FEREERNTERRE
BnE A R rT B - R
ARPHENTEESR T —=
FHEFHE HE_T—=FF
BEERN T BERRZFHEDE
1TfE ©

RHEBRERAR « —Z-—NFEHE @



Notes to the Consolidated Financial Statements

RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

15. (LOSS) EARNINGS PER SHARE (continued) 15.
From continuing operations

The calculation of basic and diluted loss per share from
continuing operations attributable to the owners of the
Company is based on the following data:

(Loss) profit is calculated as follows: (18 )& T 8% &Y
ETEMT

(Loss) profit for the year attributable to ~ ZANQBHEA AFEL
the owners of the Company FE(EE) &N

Less: Profit for the year from B REBERIE

discontinued operations EBAEF &N

Loss for the purposes of basic and FTESRER KEEEE
diluted loss per share IRz REFERE
from continuing operations ES E

The denominators used are the same as those detailed
above for both basic and diluted loss per share.
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BR(ER) BN ()
REFEEERS

AR AT
%5 S LA R R 18 TS R AE T
B

2014 2013
—2-mFE —F=F
HK$'000 HK$'000
FET FET
(69,100) 117,696

— 268,183
(69,100) (150,487)
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Notes to the Consolidated Financial Statements

15. (LOSS) EARNINGS PER SHARE (continued)

From discontinued operations

The calculations of the basic and diluted earnings per share
from discontinued operations are based on the profit for
the year from discontinued operations and on the number

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

15. BER(BB) BN ®)

ERIEE
EREEBZSRBENERREE
BFTIRBEE KL REBHF RS
RTIBMEBFE

of shares as follows:

2014 2013
—Z2—NEF —ZE—=
‘000 ‘000
Fi T
Number of shares B EE
Weighted average number of ordinary s ESRELREF
shares for the purpose of basic FRER A 2 hnte
earnings per share 55 %@Hﬁ%ﬂ( = 901,536 852,398
Effect of dilutive potential ordinary shares: #5881 L@z £ -
- redeemable convertible — 7] B8 [B] A #R AR 18 SE AR
preferred shares — 52,279
Weighted average number of ordinary st EEREERF)
shares for the purpose of diluted FrER AR 2 AN
earnings per share T E BT S B 901,536 904,677

B RAR F BN TERSR =
— =M THE  HE-E—=

The computation of diluted earnings per share for 2013
and 2014 does not assume the exercise of the Company’s
options because the exercise price of those options was FR-ZF-NFEREE RN &
BREAFHESEITRE

Basic earnings per share for the discontinued operation is ERIFEB 2 ERERBIRER
nil per share (2013: HK$31.46 cents per share). Diluted BROZEBWZZ—=F : BKREK
earnings per share for the discontinued operation is nil per M31.46781L) -ERIEEBH 2T
share (2013: HK$29.64 cents per share). RSB F AEFREHZEW(=

—=%F : BRAR% 29.64 1) -

higher than the average market price for shares for 2013.
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Notes to the Consolidated Financial Statements

RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

16. PROPERTY, PLANT AND EQUIPMENT 16. ¥1% - BEKRRE
Furniture,
Leasehold Machinery fixtures
landand  Leasehold and  and office Construction
building improvements  Specialised  equipment  equipment Motor in
gL fE  equipment BER HH - £ER vehicles progress Total
k&% nEEE  ERRE EL] e i ERIR Ch
HK$000 HKS 000 HKS000 HK$000 HKS 000 HKS000 HK$000 HKS 000
TEr FEr 7En .23 FEr 7Er FEr FEr
osT A
Atllanuary 203 RZF-=%-A-H 21,363 7,755 46,174 21,665 50,675 1,209 44332 193,173
Additions R - 1,107 184 2431 2127 580 152,441 158,870
Disposalsfwritten off  HE/ s - - (12,153) (6,554) (357) (346) = (19410)
Transfer toinvestment EBRZRENE
property (11,668) (442) = = = = = (12,110)
Disposal of a subsidiary i E—FHEA = = = = (1.277) = - (1,277)
Bxchange adjustments [ 3% 5 115 1,547 652 1,181 50 3,460 7,010
M3 December 2013 W=F-=%
t-h=1-H 9,700 8,535 35,752 18,194 52,349 1,493 200,233 326,256
Additions R — — 205 7187 1,507 1,542 290,240 300,681
Disposalsfritten off & /#ish = = = (1,522) (781) (494) = (2,797)
Disposal of a subsidiary i E—FHEA - = = = (645) = = (645)
Bxchange adjustments [ 2 38% (1) (53) (238) (105) (339) ) (1211) (1,956)
At31 December 2014 W=F-M&
T-h=1-H 9,699 8,482 35,719 23,754 52,091 2,532 489,262 621,539
ACCUMULATED ZithE
DEPRECIATION
At 1 January 2013 R=Z-=F-A-H 1,29 49771 24,940 6,947 32,653 1,015 - 71,824
Charge for theyear ~ AFE i 118 1,129 7792 5,026 12,480 114 = 26,659
Eiminated on disposals/ {F EEH 4/ i
written off - - (8,153) (6,113) (114) (311) - (14,691)
Transfer from ERBRENE
Investment property (707) (243) — - - — - (950)
Disposal of a subsidiary & —FEHBAT - - - - (1,266) = = (1,266)
Exchange adjustments [ 5% 332 1 37 838 212 804 8 = 1970
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Notes to the Consolidated Financial Statements

16. PROPERTY, PLANT AND EQUIPMENT

(continued)

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

16. V% BERSRE @)

Furniture,
Leasehold Machinery fixtures
land and Leasehold and  and office Construction
building improvements  Specialised  equipment  equipment Motor in
RELH fE  equipment BEL & £ER vehicles progress Total
kg nEEE SRHfE #fE HARE RE ERIE st
HKS 000 HKS'000 HKS'000 HKS 000 HKS'000 HKS'000 HKS 000 HKS'000
23 FET FEn 23 FET FEr FEr FET
At31 December 2013 RZ%-=
t-h=1-H 704 5,900 25467 6,072 44,557 846 - 83,546
Chargefor theyear  AZEE X 269 1328 5810 4,838 6,060 m = 18,577
Eiminated on i ERFHE/ HR
disposalsfwritten off = = = (1,241) (665) = = (1,906)
Disposal of a subsidiary HiE—~FHHBAT - = = = (572) = = (572)
Exchange adjustments ~ [E 2% - (39) (163) (35 (312) (6) = (555)
At31 December 2014 RZF—MF
T-A=1-H m 7189 31,114 9,634 49,068 1112 — 99,090
CARRYINGVALUES R
At31 December 2014 RZF—M%
t-h=1-H 8,726 1,293 4,605 14,120 3,023 1420 489,262 522,449
At31 December 2013 R=%-=
t-h=1-H 8,9% 2,635 10,285 12122 1,192 647 200,233 22,110
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Notes to the Consolidated Financial Statements

RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

16. PROPERTY, PLANT AND EQUIPMENT

(continued)

The above items of property, plant and equipment other
than construction in progress are depreciated, after taking
into account of their estimated residual values, on a
straight-line basis at the following rates per annum:

Leasehold land and building  Over shorter of 15 years or
terms of leases

Leasehold improvements Over shorter of 4 years or
terms of leases

Specialised equipment 20% - 25%

Machinery and equipment 10% - 20%

Furniture, fixtures and 10% - 33'/,%
office equipment

Motor vehicles 10% - 20%

The leasehold land and building held by the Group is
situated in Hong Kong under medium-term lease. As the
leasehold interest in land cannot be allocated reliably
between the land and buildings elements, the leasehold
interest in land continued to be accounted for as property,
plant and equipment.

The construction in progress mainly represents the new
office building of the Group in the PRC.
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RE BB HSREE - LAWE -
PR N 1R B (FEZ TA2RR SN BA
BARRRATNERERTE

HELH B 1s5FBEEHR
kiEF (UBREEAZE)

HEWE HBad4FRHEEHR
KB (A& 58 EBLE)

ZAXME  20%-25%

28 10%-20%

i)

Bk~ F 10%-33",%
& Rt
NS

E 10%-20%

REEFEEE L1 REFiEH H
BHOFAE - AR L HEES T 6
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Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

17. INVESTMENT PROPERTY 17. REW*
Investment
property
REYHE
HK$°000
FET
CcosT oS
At 31 December 2013, 1 January 2014 R—ZZT—=F+=-A=+—8H"
and 31 December 2014 —T-MOFE-A—BK
—F-mE+=A=+—8 11,160
ACCUMULATED DEPRECIATION A E
At 1 January 2012 W_ZE——_F—H—H —
Provided for the year FNRHE 321
At 31 December 2013 and 1 January 2014 R-Z—=F+-A=+—HAK
—T-MFE—-—H—H 321
Provided for the year FNEE 321
At 31 December 2014 R_ZE—MFE+_HA=+—H 642
CARRYING VALUES IREE
At 31 December 2014 R_ZE—MFE+_HA=+—H 10,518
At 31 December 2013 R_E—=F+_H=+—H 10,839
The above investment properties are depreciated on a A _EIEE Y A B 4R A N F 3T
straight-line basis at the following rates per annum: EXFE
Buildings Over the shorter of the term of BF 8 7 & HARR K&
the lease and 15 years 15F(ABREE RE)
The fair value of the Group's investment properties R_E—WNFE+_A=+—H -
at 31 December 2014 was HK$21,900,000 AEBREMENLRAFTER
(2013:HK$21,200,000). The fair value has been arrived 21,900,000 jo(=— & — = & :
at based on a valuation carried out by Asset Appraisal 21,200,000 7T) - ZAFEDE
Limited, independent valuers not connected with the R EEENERBAERA A
Group. The valuation was determined by reference to (EAREEEEER B L ERD) P
recent market prices for similar properties in the similar EITHMHESD - ED2EHMU
locations and conditions. 3 P AB A HE B R iR T Y BT

BET -
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Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

17. INVESTMENT PROPERTY (continued) 17. BEYE @)

The fair value was determined based on the income
approach, where the market rentals of all lettable units of
the properties are assessed and discounted at the market
yield expected by investors for this type of properties. The
market rentals are assessed by reference to the rentals
achieved in the lettable units of the properties as well as
other lettings of similar properties in the neighbourhood.
The discount rate is determined by reference to the yields
derived from analysing the sales transactions of similar
commercial properties in Hong Kong and adjusted to
take into account the market expectation from property
investors to reflect factors specific to the Group's
investment properties.

In estimating the fair value of the properties, the highest
and best use of the properties is their current use.

Details of the Group's investment properties and
information about the fair value hierarchy as at 31
December 2014 are as follows:

Commercial property units located UREBERIEE
in Hong Kong YIS
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NEFEDRBEBAZEE - EF9
AR HEELNHISES R
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BREITAHE - IR KT E DM
FERURENENHERHME
ERRERETF - WERFHEBEAG R
MERBEENTIHEY  URBRA
SEREVEMHANREE -

BEHENDRTER UEANRS
NEERBAE BT ER -
R-ZZE—WHE+-_A=+—H " &K
CSEREMEFBREBATES
FRERIT

Fair value

as at

31/12/2014
R-B-mE

+=A

Level 3 =+—H
E= WAEE
HK$'000 HK$°000
FEx FET
21,900 21,900




Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

18. PREPAID LEASE PAYMENTS 18. FMNHEEMIEA
2014 2013
—F-mFE —_FT=F
HK$'000 HK$ 000
FET FET
Analysed for reporting purposes as: FMEBAMEBELAT
FIEDHT -
Current asset mMENE E 924 929
Non-current asset ERBEE 38,503 39,652
39,427 40,581
The Group's prepaid lease payments comprise a leasehold AEBEWENHEEREBEFHHE
land in the PRC under medium-term lease. ETRPEMBE LM -
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RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

19. OTHER INTANGIBLE ASSETS

COST
At 1 January 2013
Exchange adjustments

At 31 December 2013

Disposal of a subsidiary
Exchange adjustments

At 31 December 2014

ACCUMULATED
AMORTISATION
AND IMPAIRMENT

At 1 January 2013

Charge for the year

Exchange adjustments

At 31 December 2013

Charge for the year

Disposal of a subsidiary

Impairment loss
recognised

Exchange adjustments

At 31 December 2014

CARRYING AMOUNTS
At 31 December 2014

At 31 December 2013

19. EttEREEE

Registered Customer
software base Total
B mE s EFEH Fohy
HK$'000 HK$’000 HK$'000
FET FET FET
B
NZE—=F—H—H 57,741 57,385 115,126
s 1,882 — 1,882
RZE—=F+-_A=+—H 59,623 57,385 117,008
HE—FHEAR (15,310) — (15,310)
FE 3 2 (66) — (66)
RZE—NFE+=-A=+—H 44,247 57,385 101,632
2 EERRE
N-ZZB—=F—H—H 56,998 37,006 94,004
REESH 1,858 3,710 5,568
P 767 — 767
R-ZE—=F+-A=+—H 59,623 40,716 100,339
REEXH — 3,705 3,705
HE—FHHEAR (15,310) — (15,310)
BRI EEE
— 12,964 12,964
0 5 (66) — (66)
RZZE—NE+-_A=+—H 44,247 57,385 101,632
BREE
RN—_E—NF+-_A=+—H — — —
R-ZE—=F+-_A=+—H — 16,669 16,669
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19.

20.

Notes to the Consolidated Financial Statements

OTHER INTANGIBLE ASSETS (continued)

The intangible assets of the Group were acquired as part
of business combinations in prior years.

The above intangible assets have finite useful lives.
Intangible assets are amortised on a straight-line basis over
the following periods:

Registered software
Customer base

5 years
10 years

AVAILABLE-FOR-SALE INVESTMENTS

The balance represents investments in unlisted equity
securities issued by a private entity (2013: two private
entities) established in the PRC. At 31 December 2013,
the Group held 10% interests in Shandong Aerospace
Information Limited (“Shandong Aerospace”) which
was disposed of in 2014 through the disposal of Inspur
Commercial, and 5.56% interests in Beijing Shenzhou
Software Technology Limited (“Beijing Shenzhou”). At 31
December 2014, the Group held 5.56% interests in Beijing
Shenzhou. Shangdong Aerospace and Beijing Shenzhou
are principally engaged in software development.

They are measured at cost less impairment at the end of
reporting period because the range of reasonable fair
value estimates is so significant that the directors of the
Company are of the opinion that their fair values cannot
be measured reliably.

20.

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

f&/\\\ﬁ/ﬁé(%%?)

TF  AEEWRBELEE R
EBEHHN—FED °

BB EENERFRER - K

BEARAN A T F RSN

2 fEn s hEF

BER +4

AHEHERE
EHRER—B(CE—=F : WfHE)

EF'.ﬁXiZ?F_tm NAEWRE -
R-ZFB—=%t+-"HA=t—8"
7K & @ #5 A Shandong Aerospace
Information Limited([Shandong
Aerospace]) 10% Rz (AR =T
—EFEBEERHEA RS mE
+ & ) & Beijing Shenzhou Software
Technology Limited([Beijing
Shenzhou|)5.56% HEzZE - R —F
—MOFE+=A=+—H FX&EE#H
A Beijing Shenzhou 5.56% &z °
Shangdong Aerospace } Beijing
Shenzhou = ¢ F B FIZE TS -

HREEAFENGFEEREE

R ARREZRREHEQFED
AT SR E - SRR 2R
I E AR ANFUROR ER £ -

RHEBRERAR « —Z-—NFEHE @
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For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

21. INTEREST IN AN ASSOCIATE 21. RBE NT 2 s

2014 2013
—2-mFE  —T—=
HK$'000 HK$ 000
FET FET
Cost of investment in an REE QR ZIRE
associate - unlisted AR —3JEE™ 102,114 102,808
Share of post-acquisition profits and JE (5 W B 18 4 ) B2 B
other comprehensive income, ZHEEA - {1k
net of dividends received B E (24,520) 638
Exchange adjustments bE 5 2L 18,046 19,402
95,640 122,848

R-E—NFER—_ZE—=F+_"F4
=+—8 AEER 7B ER A

As at 31 December 2014 and 2013, the Group had
interest in the following associate:

A s -
Proportion of
nominal value
of registered
capital held Proportion
Form of Country of by the Group of voting
business registration AEERE power held
Name of entity structure and operation HER BRER  Principal activities
EREH [SES:1 5% AR EEER BEEZAEDL ZEDL TEEH
Qingdao Lejin Inspur Sino-foreign The PRC 30% 30% Manufacturing and sale
Digital Communication owned enterprise H of wireless GSM mobile
Limited* ("SFOE") phones and value added
("Qingdao Lejin") RINEERE software for mobile
BELSRBHUT phones
BEARAT SUERHEER
GSMBEEE 2
BEE AL AR

# The English name of the associate is for identification

purpose only.
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21.

Notes to the Consolidated Financial Statements

INTEREST IN AN ASSOCIATE (continued)

The goodwill of HK$19,213,000 included in the cost of
investment in an associate was fully impaired in 2013.

As at 31 December 2013, the management has carried out
the impairment assessment on the investment in Qingdao
Lejin. The recoverable amount of the associate has been
determined on the basis of higher of fair value less costs
to sell and value in use calculation. Its recoverable amount
is based on certain similar key assumptions. The value
in use calculations used cash flow projections based on
the revised financial budgets approved by management
covering 5-year period, and a discount rate of 25%. No
growth rate is expected for the cash flows beyond the
5-year period. Such estimation is based on the units’
past performance and management’s expectation for
the market development. Since the carrying amount
of the investment in an associate exceeds its relevant
recoverable amount based on the revised cash flow
projections, the management has recognised impairment
of HK$19,213,000 for the goodwill in the investment in
an associate during the year ended 31 December 2013.

Summarised financial information of the
associate

Summarised financial information in respect of the Group's
associate is set out below. The summarised financial
information below represents amounts shown in the
associate’s financial statements prepared in accordance
with HKFRSs.

The associate is accounted for using the equity method in
these consolidated financial statements.

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

21. REFE DT 2R (8)

R—EBE R EZKABE
P2 19,213,000 TER ==
—=FREURE -

W_ZE—=%F+-"A=+—H &
BECOHHESLENREETR
BEFE - B AR KREISED
BEATFERBEEKNEFRER
W%%F%%ﬁﬁoﬂwﬁéﬁﬂ
ERETEUEEREZTE - £
BEMNTERBERNEEEMILE
ﬂi,ﬁﬂff@{ uTﬁﬁﬁ?ﬁﬁmfﬁimu
B K 25% M T - FHEIR B F
BREREBTTHE - ZMAEFHE
REMHBERRAEEEEE TS
BRI - AR EQRHE
ﬁmﬁﬁﬁﬁﬂﬁ%mm{ﬂﬁﬁ
7t = T8RN #) A8 78 AT Uk =l BEE
BEEEREZ = _:i‘f‘fﬂ
Zt+—BULEFERBERRNKTE
719,213,000 B LHBEERE °

]

BEQRNMBERHE

BRAAREEEE RPN EE R
ZRT o LTI HER R RS
RIBF BV SR E LR PR L
REEHRERAFTERE

ﬁﬁ*éﬂj%ﬁﬁ% SEARZERE M

B 58

RHEBRERAR « —Z-—NFEHE @
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21. INTEREST IN AN ASSOCIATE (continued) 21. REt&E N R 2= (@)
Summarised financial information of the BEQNTMNPEENHRE
associate (continued) (&)

2014 2013
—E—NE T—=F
HK$000 HWfOOO
FET FET
Current assets MBEE 2,326,994 972,714
Non-current assets ERBE E 221,118 200,873
Current liabilities M EE (2,229,312) (764,094)
Revenue WA 8,611,736 4,148,075
(Loss) profit and total FRN(ER)RF &
comprehensive income for the year 2 H U A AR ZE (62,737) 30,060
Reconciliation of the above summarised financial B s E R B AR S B R R
information to the carrying amount of the interest in N RER B P B 2N A $ = EREE
the associate recognised in the consolidated financial HERWT -
statements:
2014 2013
—E—-NmEF ZE-=F
HK$000 HK$000
FET FET
Net assets of Qingdao Lejin EERENEEFE 318,800 409,493
Proportion of the Group's AEEMFESEE%ES
ownership interest in Qingdao Lejin HmEENAD 30% 30%

Group's share of net assets of an associate 72 [ & (5 Bt 4 A 5] 8)
BEFE 95,640 122,848
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Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

22. INTEREST IN A JOINT VENTURE 22. REE QR R
2014 2013
—E-mF —T—=
HK$'000 HK$'000
FET FEIT
Cost of investment in a REERRIZIRE
joint venture - unlisted AR —3JEE™ 185,683 122,952
Share of post-acquisition losses FE(R U IE 12 Bt I B
and other comprehensive income 2mEEA (12,351) (5,175)
Exchange adjustments bE H, 5 B (666) 660
172,666 118,077
As at 31 December 2014 and 2013, the Group had RZE—MOFER_T—=F+=H
interest in the following joint venture: =+—HB XxEERTIEELERAE
AR
Proportion of
nominal value
of registered
capital held Proportion
Form of Country of by the Group of voting
business registration AEERE power held
Name of entity structure and operation HMER BRE®E Principal activities
EREH [EES =1 S AR & EER REEZADL ZEM FEEER
Shandong Inspur Cloud  SFOE The PRC 33.33% 33.33% Trading of computer
Computing Industry ~ FIMEEBE H components
Investment Co., Ltd. BEERTH
(“Inspur Cloud”)*
LWERAEEEHE
EXRERRAT
# The English name of the joint venture is for identification # BB NBIME X A BEMZ
purpose only.
During the year ended 31 December 2014, each HE-_Z-—NFE+=-_A=+—HI1t
shareholders of Inspur Cloud contributed RMB50,000,000 FE  ORHEFZIRE AR HES
(equivalent to approximately HK$63,091,000) to Inspur H & AR ¥ 50,000,000 7T (FHE R
Cloud. #763,091,00087T) °

RHEBRERAR « —Z-—NFEHE @
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For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

22. INTEREST IN A JOINT VENTURE (continued) 22.

Summarised financial information of joint
venture

Summarised financial information in respect of the Group’s
joint venture is set out below. The summarised financial
information below represents amounts shown in the joint
venture's financial statements prepared in accordance with
HKFRSs.

The joint venture is accounted for using the equity method
in these consolidated financial statements.

Current assets MBEE

Non-current assets ERBE E

Current liabilities mEAE

Non-current liabilities EmEEE

The above amounts of assets and UEEENEBESRE
liabilities include the following: BIELT&IA -
Cash and cash equivalents RekREFED

Revenue WA

Loss and total comprehensive expense FRNEBEEAEZERASBE

for the year

The above loss for the year A EFAEE
includes the following: BIENATEIE :
Depreciation and amortisation P& Kk i
Interest income MEHA
Income tax (refund) expense Frisfi GERR) Sz

@ INSPUR INTERNATIONAL LIMITED e Annual Report 2014
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REBATIZER(E)
BE QTN K ERRE
AEEABATNNBEEREER
RTX o LTS B R E 518 1%
BB SRS AR AEAT
BERENFTREHE o

BER T%ﬁ%& SERZEERA M

B 78

2014 2013
—ZE—-NmF —E—=4F
HK$'000 HK$ 000
FET FET
314,859 297,097
426,797 311,092
(148,515) (209,161)
(75,092) (44,798)
123,076 168,059
256,828 106,197
(21,531) (14,814)
9,436 1,335
— 1,886
(852) 714




Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

N F 2R (8
AN BERESE

22. INTEREST IN A JOINT VENTURE (continued) 22. AEE

Summarised financial information of joint BERQ
venture (continued) E

/\

i

BB E RS E R A M AR R
NERNR S L AR REE

Reconciliation of the above summarised financial
information to the carrying amount of the interest in the

joint venture recognised in the consolidated financial SRR -
statements:
2014 2013
—E-mF —E-=fF
HK$000 HK$'000
FET FET
Net assets of Inspur Cloud SRHERREEFE 518,049 354,230
Proportion of the Group's AEBEMFRBES
ownership interest in Inspur Cloud HEEENBS L 33.33% 33.33%
Carrying amount of the Group's REERBHESGH
interest in Inspur Cloud ERREREE 172,666 118,077
23. INVENTORIES 23. &
2014 2013
—E—-NmE —T—=F
HK$'000 HK$000
FHET FET
Raw materials JRA# 19,800 18,038
Work in progress & 6,080 4,185
Finished goods SR on 29,768 6,048
55,648 28,271

RHEBRERAR « —Z-—NFEHE @
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For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

24. TRADE AND BILLS RECEIVABLES

Trade and bills receivables B 2 U BR TR & e U = i

Less: Allowance for bad and doubtful debts i, : FiE 8RB

The Group allows a credit period of 30 to 210 days (2013:
30 to 210 days) to its customers. The following is an aged
analysis of trade receivables net of allowance for bad and
doubtful debts presented based on the invoice dates at
the end of the reporting period, which approximated the
respective revenue recognition dates.

0 to 30 days 0£30H

31 to 60 days 31260H
61 to 90 days 61290H
91 to 120 days 912 120H
121 to 180 days 1212180 H
Over 180 days 180 BIA E
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24. ESEWRAR R EREE

2014 2013
—F-mEF =F—=
HK$°000 HK$'000
FRET TET
442,109 330,493
(66,714) (34,791)
375,395 295,702

AEBEREFPRHI0E2108H
EEH(ZZT—=F:30%210
H) U TAREHRPLEH (BT
WEERB AR RBEEEAH
23 E ZEKER (R REER
BE) MR DT ©

2014 2013
—E-NmEF —ET—=F
HK$'000 HK$ 000
FExT FET
153,109 129,638
86,534 69,938
23,697 13,426
19,711 1,510
27,249 17,918
65,095 63,272
375,395 295,702




Notes to the Consolidated Financial Statements

24. TRADE AND BILLS RECEIVABLES (continued)

Before accepting any new customer, the Group uses a
scoring system to assess the potential customer’s credit
quality and defines credit limits by customers. Limits and
scoring attributed to customers are reviewed periodically.
69% (2013: 73%) of the trade receivables that are
neither past due nor impaired have the best credit scoring
attributable under the credit scoring system used by the
Group.

Included in the Group's trade receivable balance are
debtors with aggregate carrying amount of approximately
HK$68,910,000 (2013: HK$53,718,000), which are past
due at the end of the reporting period for which the
Group has not provided for impairment loss as there has
not been a significant change in credit quality and the
amounts are considered recoverable. The Group does not
hold any collateral over these balances. The average age of
these trade receivables is 220 days (2013: 214 days).

Ageing of trade receivables which are past due but not
impaired (based on the invoice date)

121 - 180 days 1212180H
Over 180 days 180 BHIA £

e IR MR

For the year ended 31 December 2014
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24. ESEWRAR R EREE

(#8)

REMERFTEFR - NEBEHEA
AN RGAMEEREFZEEE
= EBXREFPEELR -HLTEF
ZEEEREFIDSEHR - R
BAEERAZEETS RS
69%(ZZFT—=ZF :73%)NEH
FEW AR KB A BB E - A
BAEEEND °

AEECE S RBRRERBDIEE
WERR - ZERBRFEREEY
468,910,000 T(ZF— =4 :
53,718,000/87T) r REWMAEE
HEBH BEREEERITEEX
B EZELBREAEWITKE - &
REE W ER B EEIBELEE -
REEW BB ZSEKRFTEEME
o ZEE SHRUERR 2 FIRER
A220H(ZZT—=4F:2148) -

WRIEZFZEHHEBRERBEZ &

5 IR Z Rt
2014 2013
—2-nmFE —F-=F
HK$000 HK$°000
FET TET
12,908 16,812
56,002 36,906
68,910 53,718
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For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

24. TRADE AND BILLS RECEIVABLES (continued) 24. EFEWRR R EWEE

(%)
Movement in the allowance for bad and doubtful debts RIZBR IR I~ &
2014 2013
—E—-NmE —T—=F
HK$000 HK$ 000
FET FET
Balance at beginning of year FHEER 34,791 18,850
Allowances recognised on receivables ThIEUN BR TRHE R 2 B 36,347 26,912
Disposal of a subsidiary HE—EHB AT (1,442) (7,180)
Reversal of allowance for bad RIZHR BB E
and doubtful debts (2,737) (4,561)
Exchange adjustments PE S (245) 770
Balance at the end of year F R 66,714 34,791
There is no individually impaired trade receivables which RZE—MNER-ZZT—=F+_A1
have been under dispute included in the allowance for bad =+—H8 REREGHELTEEE
and doubtful debts at 31 December 2014 and 2013. FIEFZZEREE SRR -
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For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

25. AMOUNTS DUE FROM (TO) CUSTOMERS

FOR CONTRACT WORK

Contracts in progress at the end of the ~ RNERHPLAEH 2
reporting period: EEIE:
Contract costs incurred plus BEELAERKAMNE

B e 82t R
EHEREE
R

recognised profits less
recognised losses
Less: Progress billings

Analysed for reporting purposes as: mEMS DI
Amounts due from contract customers

Amounts due to contract customers

As at 31 December 2014, retentions held by customers
for contract works amounted to HK$8,610,000 (2013:
HK$5,560,000). Advances received from customers for
contract work amounted to HK$125,543,000 (2013:
HK$88,376,000) included in other payables and accrued
expenses.

The management assessed the recoverable amounts of
the contract costs and determined that costs incurred
for certain long outstanding contracts were impaired.
Accordingly, impairment loss of HK$18,287,000 (2013:
HK$6,105,000) was recognised in during the year ended
31 December 2014.

B (EM)FEFEHNIRE

R & B P RIA
ENEHEFRIA

IE
2014 2013
—F-mFE T =F
HK$000 HK$'000
FET FIET
1,360,443 865,523
(1,585,133) (937,359)
(224,690) (71,836)
28,344 32,987
(253,034) (104,823)
(224,690) (71,836)

R-ZZT—HWFE+_A=1+—H &
FMBA# TIEFRIAES,610,000
B m(=ZF — =% :5,560,000%
L)  BEWMEBEFPEHITEBRK
125,543,000 (=T — = F :
88,376,000/ 7T) © T AE fth RS
R RIEETRY

EERECTEEANAHA B E
BhETETAREANAGHNES
MEKAERE - Bt HE=Z
—OF+—A=+—HILFEC#®
ZREE 18 18,287,000 T (— &
—=% :6,105,000/87T) °
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For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

26. ENTRUSTED LOAN RECEIVABLE 26. EIWETER

The Group entered into an entrusted loan framework
agreement on 23 August 2013, pursuant to which the
Group agreed to provide entrusted loan to Inspur Electronic
Information Industry Co., Limited (“Inspur Electronic
Information”), a fellow subsidiary of Group, through
a financial institution. The entrusted loan receivable of
HK$509,585,000 was interest bearing at 5.6% per annum
and matured in June 2014. The entrusted loan receivable
was secured by the entire shareholdings in a subsidiary of
Inspur Electronic Information. Such receivable was fully
settled in 2014.

The Group entered into an entrusted loan framework
agreement on 29 August 2014, pursuant to which the
Group agreed to provide entrusted loan to Inspur Software
Co., Limited (“Inspur Software”), a fellow subsidiary of
Group, through a financial institute. The entrusted loan
receivable of HK$139,598,000 is interest bearing at 5.6%
per annum and matured by June 2015. The entrusted
loan receivable is secured by the entire shareholdings in a
subsidiary of Inspur Software.
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H o BREZAEZTLURFET(EE
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FAREWEREZRE N - — E RS

=
/B °
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I —HEXTERERGE B
- AEBRE BB BEER A
SENRSEENB AR B FE
EHRAR(DRBERG DIREET
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27. BANK BALANCES AND CASH/PLEDGED

BANK DEPOSITS

Bank balances and cash comprise cash held by the Group
and short-term bank deposits with an original maturity of
three months or less. The bank balances carried interest at
market rates which range from 0.01% to 3.09% (2013:
0.01% to 3.10%) per annum.

At 31 December 2014, bank and cash balances of
approximately HK$31,728,000, HK$3,858,000 and
HK$11,662,000 (2013: HK$140,028,000, HK$3,912,000
and HK$1,462,000) are denominated in US$, JPY and
HKD, respectively, which are not denominated in the
functional currency of respective group entities.

At 31 December 2014, pledged bank deposits represented
deposits pledged to banks to secure bank acceptance bills
and general banking facilities granted to the Group and
are therefore classified as current assets. The pledged bank
deposits carry interest at market rates which range from
0.35% t0 2.35% (2013: 2.85% to 3.25%) per annum.

At 31 December 2014, no pledged bank deposits (2013:
HK$5,217,000) is denominated in US$, which is not the
functional currency of respective group entities.

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

27. BITEHBKREE CEF

RITERK

RITHB IR BERAEEMFR
© RIRE =18 A kAR EIH 2 52 88
RITHER o RITHEBRIZN T 0.01%
£3.09%(ZF—=%F:001% %
3.10% )M B FF KT8 -

R-ZE—NOF+_A=+—8 -
BT R IR & 484 431,728,0007%
JT * 3,858,000 Jt & 11,662,000
B m(ZF — =4 : 140,028,000
B JC 3,912,000 T &
1,462,000 L) D BRI AZE T~ B
BRBITEE MTEASEEE
B EHEE -

RZZE—MOFE+=—A=+—H B2
EHRRITERERASEER TH
RITARLEBR —RRITEEMR
RITHEAOTR B2 BEARE
BE - MIPBRITEROMSH XS
FNTF035%F235% (=T —=
F:2.85%F3.25%) °

RZZT—MF+=—A=+—80 " #
EOEBRITERAETIEZ
T — =4 :5217,0007TC) M
WHENEEBEENNEEEE
{Eo
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RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

28. TRADE AND BILLS PAYABLES

Trade and bills payables, other payables, deposits received
and accrued expenses principally comprise amounts
outstanding for trade purposes and ongoing costs. The
average credit period taken for trade purchases is 30 to
120 days.

The following is an aged analysis of trade and bills
payables for the purchase of goods and services received
presented based on the invoice date at the end of the
reporting period.

28. EZENERAREMNRE

BHRNERARENER - Atk
NER  cWiZE REAFXER
BRANEZAERERAEE
A-BEZRBITHEEHRRIE
120H -

AT RBERmMEIRENE S
ENERARENRER2RPEE
BRBEREEREEZINREKD
1 e

2014 2013

—2-mFE  —F-=
HK$000 HK$'000
FETT FET

Trade and bills payables B O RNERRENZE

0 - 30 days 0£30H 224,293 133,415
31 - 60 days 31260H 40,358 21,841
61 - 90 days 61290H 18,827 9,659
Over 90 days 90 HMA 18,569 23,864
302,047 188,779
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Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

29. AMOUNTS DUE FROM ULTIMATE 29. BUERERATRIRESE
HOLDING COMPANY AND FELLOW Bt /X B FRIE
SUBSIDIARIES

2014 2013
—E—F —F—=
HK$'000 HK$000
FET FHET
Amounts due from related companies: JE W FRE A R RKIR
Trading in nature Zo5MhE
Fellow subsidiaries HE EaIpNG] 123,665 135,442
Ultimate holding company S @/NC] 35,761 7,154
159,426 142,596
Non-trading in nature FEFHHEE
Fellow subsidiaries H% [ Bf /8 22 =] 117,889 57,247
Ultimate holding company S /NGl 275 2,269
118,164 59,516
Total amounts due from ek R = RIBAREE
related companies 277,590 202,112
Analysed as: DT -
Amounts due from fellow subsidiaries JE W5 [R) &= (B8 /B
UNGIECE 241,554 192,689
Amount due from ultimate JE WS A 4R 12 IR
holding company UNEIE /¢ 36,036 9,423
Total amounts due from JrE Ui 2 2 RIBMETE
related companies 277,590 202,112
The Group allows an average trade credit period of 30 to REB G EWE R £ BN E A A
210 days (2013: 30 to 210 days) to its trade receivables B RPERT A Bl E 5 e W EBR ZR (L
due from its fellow subsidiaries and ultimate holding ¥YI30HZE210H (_” —=4%:30
company. HZE210R)MEEH

RHEBRERAR « —Z-—NFEHE @



Notes to the Consolidated Financial Statements

RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

29. AMOUNTS DUE FROM ULTIMATE
HOLDING COMPANY AND FELLOW
SUBSIDIARIES (continued)

The following is an aged analysis of trade receivables
due from related companies presented based on the
invoice date at the end of the reporting period, which
approximated the respective revenue recognition dates.

0 - 30 days 0Z30H
31 - 60 days 31260H
61 - 90 days 61290H
91 - 210 days 91&210H

The trade receivables due from fellow subsidiaries and
ultimate holding company are neither past due nor
impaired at the end of the reporting period. These fellow
subsidiaries and ultimate holding company have strong
financial position with continuous subsequent settlements
and there have been no historical default of payments by
respective fellow subsidiaries or ultimate holding company.
In determining the recoverability of trade receivables due
from fellow subsidiaries and ultimate holding company,
the Group considers any change in the credit quality of the
amounts due from related companies from the date credit
was initially granted up to the end of the reporting period.

The amounts due from fellow subsidiaries and ultimate
holding company which are non-trading in nature are
unsecured, interest free and repayable on demand. In the
opinion of the directors, it is expected to be recoverable
within twelve months.
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29. BREISEHE 2R &

RERATFRIEAE)

FEURRRE N R E 5 IR N 23
HEE A REZAEEZT|NKRE
DMTINT - 2WmAEE A EERKES
MR B HIEE -

2014 2013
—E—NEF —ET—=4F
HKS$'000 HK$'000
FHET FET
153,349 109,705
960 8,458

13 15,434

5,104 8,999
159,426 142,596

FE W [F] 5= B P 1B 1 ] R S AR AL R
A E S RWRFRN 2RAEE B
EBHTNERE ZFREEN
EPNCIINE Sl NI B IO
2 HIRAHEETHE ARSE
BENBHRN - EHEERKE
SENBARLRRRZERARES
RS WER - AEEZEE )
RELEESREERBEEAE
WEERABIRBZ EEERE L -

BFESUEENREKREEENRBR
Al N AR AR R RIA R ER
B R2ERREREE - EFR
A AHZEFEART _EAR
Yo o



Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

30. AMOUNTS DUE TO ULTIMATE HOLDING 30. ENRAERATRARES
COMPANY AND FELLOW SUBSIDIARIES g NG S|
2014 2013
—F-mFE T =F
HK$'000 HK$ 000
FET FET
Trading in nature BEo51hE
Fellow subsidiaries RIEEHE A A 55,791 46,431
Ultimate holding company B AR A A — 294
55,791 46,725
Non-trading in nature FEHHEE
Fellow subsidiaries 5 & B Fi B A A 9,330 8,105
Ultimate holding company 53 S N 2,781 2,808
12,111 10,913
Total amounts due to related companies  J& {5 B#sE A 5 FIE 485 67,902 57,638
Analysed as: DT
Amounts due to fellow subsidiaries EANIEEE!
B/ A B FIR 65,121 54,536
Amount due to ultimate S B A4 A%
holding company NGIE O] 2,781 3,102
Total amounts due to related companies  JE{REE N &) FRIA4EXE 67,902 57,638
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RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

30. AMOUNTS DUE TO ULTIMATE HOLDING
COMPANY AND FELLOW SUBSIDIARIES

(continued)

The average credit period taken for trade purchases from
related companies is 30 to 120 days. The following is an
aged analysis of the amounts due to related companies
which are trading in nature at the end of the reporting

period.

0 to 30 days 0&30H

31 to 60 days 31260H
61 to 90 days 61290H
Over 90 days 90 HIA E

The amounts due to fellow subsidiaries and ultimate
holding company which are non-trading in nature are
unsecured, interest free and repayable on demand.
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30. ENRAERATREE
EENGEZCEIE )

M AR ETE HRENTIE
EHA30%21208 - EZHEE®
ENAEQRFERERPBLEEH
RIERERDITIAT ©

2014 2013
—2-mFE —T=F
HK$°000 HK$'000
FET BT
38,605 10,182
9,640 17,059

— 3,965

7,546 15,519
55,791 46,725

FE LN RN R EEKE QT
N B YRR R IR A AR
RENMIEBERKERE -



Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

31. SHARE CAPITAL OF THE COMPANY 31. KAFRAE
Number
Notes of shares
Bt aE gvip ¢E|
‘000 HK$ 000
FR FHET
Authorised: AERE
Ordinary shares of HK$0.01 each RZE—=4%F
At 31 December 2013, = H=r—E
1 January 2014 —T-lmF
and 31 December 2014 —H—H
Rk ZF—MF
+-—A=+—H”
FA%0.01 %
2 E AR 2,000,000 20,000
Issued and fully paid: BEEITRERE
R=E==
At 1 January 2013 —H—H 4,227,440 8,455
Conversion of redeemable ] B B8 e AR
preferred shares (b) 280,241 560
Share consolidation 1D & O (a) (3,606,145) —
At 31 December 2013, RZZE—=%F
1 January 2014 +=—A=+—8"
and 31 December 2014 —ET—gF
—HA—HK
—ZT— 5
+=A=+—8 901,536 9,015

RHEBRERAR « —Z-—NFEHE @
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RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

31. SHARE CAPITAL OF THE COMPANY

(continued)

Notes:

(@  The number of ordinary shares have been adjusted due to
share consolidation of the Company with effect from 18
November 2013. Five ordinary Share of HK$0.002 each
was consolidated into one new ordinary share of HK$0.01
each.

(b)  On 17 November 2013, the holder of redeemable
converted preferred shares converted 56,048,273
redeemable converted preferred shares into 280,241,365
ordinary shares of HK$0.002 each in the Company at a
conversion price of 0.184 per share.

All the shares which were issued during both years rank
pari passu with the then existing shares in all respects.

@ INSPUR INTERNATIONAL LIMITED e Annual Report 2014

31.

AN NE )

BaE

(b)

HRARANBRMNDEHE T
—=F+—A+ N \HRBEK &
TEBRHEE THE - ZREE
0.002 BT AKRE BRSO &
— R EREEO.01 BTN LR

B o

R=—E—=F+—HF+t8"
AERARRKRELRFE A
LA & A% 0.184 7% T /) #2 A% (& 1%
56,048,273 P& AT BE [B] Al 2 A% 18
R & 0 A K A 7] 280,241,365 A%
FALEE 0.002 7 T HY 3B A% o

FIBER LA MFRBITZERNDES
TEEEMRARNDFERETE

7 o



Notes to the Consolidated Financial Statements

32. SHARE OPTION SCHEMES

Equity-settled share options scheme

The Share Option Scheme (the “Option Scheme™) of the
Company were adopted by the Company pursuant to
the written resolutions of all shareholders passed on 10
November 2008 for the primary purpose of providing
incentives or rewards to selected participants for their
contribution to the Group and/or to enable the Group
to recruit and retain high-calibre employees and attract
human resources that are valuable to the Group and any
entity in which the Group holds any equity interest. The
Option Scheme shall be valid and effective for a period of
ten years after the date of its adoption. Under the Option
Scheme, the board of directors of the Company may
grant options to eligible participants including employees,
executives or officers and directors (including executive
and non-executive directors) of the Company or any of its
subsidiaries, and any suppliers, consultants and advisers
who will contribute or have contributed to the Group to
subscribe for shares in the Company.

At 31 December 2014, the number of shares available
for issue and remained outstanding under the Option
Scheme are 12,020,000 shares (2013: 12,020,000 shares)
representing 0.01% (2013: 0.01%) of the issued share
capital of the Company, respectively.

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

32. R AESHE

PR RB IR AE AT &

ARARBZEERERR_TENF
T—ATHEENEMRBARRMN
AR BI(TRERAERT S ) - =
ZENRAKIEZ 2HERRKS
HARKE 2 BRI HER @ R -
R/ SEHREEBER G EES
B8 RIIHAKERAKRERFE
TR ENEECAEREEIAD
BIR - BT SIN IR E B st
THEARARITE - RIEBEBEAES
g ARREZEARARERSH
EZ(BRARAHEERMKE R A
ZIEE - 1THAE S4&BERH
TREMITERAMBES B ES
AEBERERMZ ERHER - B
REBAAN) R IR RBEARR ARG
B A HE -

R-ZE—MNME+-_A=+—H8 &
BEERERT 8 TR IT R A RITE
B IR 8 B 9 5l £ 12,020,000 A%
(ZZ— =4 :12,020,0004% )
DREERARAB B BEITRAE
0.01%(=ZFT—=%F:0.01%) °

RHEBRERAR « —Z-—NFEHE @



Notes to the Consolidated Financial Statements
A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

32. SHARE OPTION SCHEMES (continued) 32. BBIRESTEI(®)

Equity-settled share options scheme
(continued)

The total number of shares in respect of which options
may be granted under the Option Scheme is not permitted
to exceed 10% of the shares of the Company of the
adoption date of the Option Scheme unless prior approval
from the Company’s shareholders in general meeting
has been obtained. The number of shares which may be
issued upon exercise of all outstanding options granted
and yet to be exercised under the Option Scheme and
any other share option schemes of the Company must
not exceed 30% of the shares in issue from time to time.
The total number of shares in respect of which options
may be granted to any eligible participant in any twelve-
month period is not permitted to exceed 1% of the shares
of the Company in issue at any point in time, unless prior
approval from the Company’s shareholders in general
meeting has been obtained. Options granted to substantial
shareholder or an independent non-executive director of
the Company in excess of 0.1% of the Company's share
in issue and with a value in excess of HK$5 million must
be approved in advance by the Company's shareholders in
general meeting.
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REES AT BB AR fE T & (D)

RIE IR RT B AT g3 2 i AR
FTS AR ) 48 BTN S BB AN A B A R
MERETEERRMA10%
HELERRAE FEAQFRE
HEEE RIBRSN o« EAITE AT REAR IR AR
G T B DA e AN A B fr] A BB A%
RETEIFTBE R ERRITERE
fREMEIT 2 RN BB SRAT
BB BITIRHD 30% « RE[+=
B A BE R TEMEERSH
EBEREMPRNDEE - TS
BARBREMEREEBEITRG
1% EEEERRAES LEAR
AR R BLEE BIBRSN - BT ARAA)
FTERRIBILIEPTESTBARAN
REIE BTN 0.1% B EEEB
85,000,000 % 7T 2 AR HEZR = 5T
FERBRAEG FEEAQ BRI E -



Notes to the Consolidated Financial Statements

32. SHARE OPTION SCHEMES (continued)

Equity-settled share options scheme
(continued)

There is no general requirement that an option must be
held to any minimum period before it can be exercised
but the board of directors is empowered to impose at its
discretion any such minimum period at the time of grant
of any particular option. Options offered must be taken
up not later than 28 days after the date of offer. A non-
refundable remittance of HK$1 is payable as consideration
by the grantee upon acceptance of every grant of option
under the Option Scheme. The period during which an
option may be exercised will be determined by the board
of directors at its absolute discretion, save that such period
of time shall not exceed a period of ten years commencing
on the date which the option is granted. The exercise price
is determined by the board of directors of the Company,
and will not be less than the highest of (i) the closing
price of the share on the Stock Exchange’s daily quotation
sheet on the date of offer (ii) the average closing price
of the shares on the Stock Exchange's daily quotation
sheet for the five business days immediately preceding the
date of offer and (iii) the nominal value of a share of the
Company.

On 10 December 2010, a total of 12,020,000 share
options were granted 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$3.410 per share.

40% of the share options granted at 10 December
2010 are exercisable at date of grant; 40% of the share
options are exercisable after 1 year from date of grant; the
remaining 20% of the share option are exercisable after 2
years from the date of grant. All options are vested on the
first day of respective exercise period.

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

32. BikrEsHE(#)

PR RE IR AR & ()

— R IR E BRI RI 1T 2 AT 28
FACREHR  BEFERE
EJEM‘?{Hﬂﬂﬂl%‘J%H&%ﬁ%E’J’%ﬁﬁ
MEREHR - 2L BAREAR
W28 B NERE - 7¥<&/\
REZREBRESF RO 2 ER
AR - A 1T AR
REERNRE - BRETEHHE

SERENEETE - EZBETE
E%ﬁ?‘?{ﬁjﬁﬁﬂﬁf% BHEEET+4F - 17
EEHAR TET 18K
RIAT Z & () #) B B S2 Py
A aﬁﬂi%ZHxTﬁHﬂZ M8 (i) &
EENAHNAEZXBHBIAE
BB & 2 B F 15 U & K (iii)
RAFRMEE

R—ZZE—ZF+=-A+A8" ZIS
AEIBEEREFER LG
12,020,000 B ETFT A S E &
TEREREZES  BHABERERBA
ARITEEBER3.410BTREAL
DR °

—E-TFEL+_FTARKZER
P A0%BREATNFZLEAR
1T1E + BINA0% BE AR 48 AT I %
EB—FRITFE MART20%HE
MRl AR E AR ERITE - AT
EERENRSITEHEREES
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RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

32. SHARE OPTION SCHEMES (continued)

Equity-settled share options scheme

(continued)

Details of specific categories of options as at 31 December

2014 are as follows:

Date of grant
REBH

Option Scheme 10 December 2010

PRt &l

The following table discloses details of the Company’s
share options held by directors and employees and
movements in such holdings during the year ended 31

—F-TF+=-ATH

32. BIRfERTEI ()
REES AT BB AR fE T & (D)

ATRERERER_FT—HF
TTA=t—HZFHE:

Exercise

Exercise period price
1758 THEE
HK$

BT

10 December 2010 to 3.410

9 December 2020

—E-FE+=A+AE

—E-FF+=-ANA
HE_T—=Fk-T—DNOF+=
A=+—BLtFE EFkESM
BARNAEREREEEHFENT

December 2013 and 2014: KWE
QOutstanding at
1.1.2014
and 31.12.2013 Outstanding
Outstanding at RIF-IF at
1.1.2013 Exercise —A-Ak Exercise 31.12.2014
WZT-=% during  —E-= duing = M=B-WE
Option type —A-A theyear +-A=+—H theyear T=A=+-H
BREER RATTE ERif RATTE R HRTR
Option Scheme BiRiET2 12,020,000 — 12,020,000 — 12,020,000
Weighted average EFATEE
Exercise price (HKS) (%1) 3410 = 3410 = 3410

The number of share options exercisable at the end of
reporting period was 12,020,000 (2013: 12,020,000).
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Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

32. SHARE OPTION SCHEMES (continued) 32. BikrEsHE(#)
Equity-settled share options scheme gt S Y BB I i at &1 (48)
(continued)

Details of the share options held by the directors included ERAEEEMFEERENFIBN
in the above table are as follows: ™
Qutstanding at
1.1.2014
and 31.12.2013 Outstanding
Outstanding at RZZ-IF at
1.1.2013 Exercise —A-8k Exercise 31.12.2014
RZE-=F duing ~ —Z-=F duing = W=B-ME
Option type —-A-A theyear TZA=1—H theyear T=A=t-H
BRESH RATE ERniTie RAITE ERfT WRITHE
Option scheme BiE 2320,000 — 2320000 — 2320000
Fair value of share options granted to employees RTEEZERENELEBET
determined at the date of grant is expensed over the WATFEREBHAR S - WiEE
vesting period, with a corresponding adjustment to the ABRANEENERERE BE
Group's share option reserve. For the year ended 31 TE—=FRkZT-—NE+A
December 2013 and 2014, no share option expense S+ —HIEFETED ERERE
has been recognised and no corresponding adjustment > iHEER - B mAEEREE N
recognised in the Group's share option reserve. SEMEREREER -

RHEBRERAR « —Z-—NFEHE @
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A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

33. DEFERRED INCOME - GOVERNMENT 33. IEFEWA — BUF B

GRANT

Subsidiaries of the Company receive grants from the RNARINEARIEEBARE) - B
Government for funding of some development projects AETEERRETeENEEIERRMH
which benefits the society as a whole. When the project e o HABGHMERERTLT
is completed, the relevant Government department will RrETE 2 TE o FrEmBI N 1E
evaluate the quality of the results. The grants received BRIEE T T BEMABERTEER
are recognised as income when the related development ERERBBA -

projects have been completed and the approval of the
relevant Government authority has been obtained.

The current portion of the deferred income - government EEWA — BT B B EAER 1578
grant represents grants received related to projects HKRERMEE B R —FANTHK
expected to be completed within one year from the end of #)IE B FTER B -

the reporting period.
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The following is the deferred tax liabilities recognised and
movements thereon during the current and prior reporting

years:

At 1 January 2013

Exchange adjustments

Charge (credit) to profit
or loss (note 10)

At 31 December 2013

Charge (credit) to profit
or loss (note 10)

At 31 December 2014

Note: Under the EIT Law of the PRC, withholding tax is imposed

34. DEFERRED TAX LIABILITIES

—T—=%—A—H
B 5, 3%

LS ESESE TGN
Bz (HEE10)

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

34. EEFIEAE

AT RRAREFESBERS

FEHRZEEHRBARERELE
& :
Withholding
tax arising
from PRC Other
subsidiaries intangible
A B B 1 assets Total
MENHR HEEEE #et
HK$'000 HK$°000 HK$°000
T BT BT
13,859 5,281 19,140
— 2 2
376 (1,116) (740)
14,235 4,167 18,402
6,384 (4,167) 2,217
20,619 — 20,619
Mzt - BREBETECEMAEHE 2%

on dividends declared in respect of profits earned by PRC
subsidiaries from 1 January 2008 onwards. No deferred
taxation has been provided for in the consolidated financial
statements in respect of temporary differences relating
to the undistributed profits of certain PRC subsidiaries
amounting to approximately HK$412,380,000 (2013:
HK$310,949,000) as the Company controls the dividend
policy of these subsidiaries and it is probable that the

profits will not be distributed in the foreseeable future.

SNF—A—HRBEPEK B
Ak AT % FI S R A9 AR B U
N o AAARDEEHIE THE
WEBA MR SR B EHE
A AR AAE AT RAS R AT gE e
DR - BT ERNGRS B SRR B
BB THBEWERRAD KE
Kz ERF = %849412,380,000 78
o(= T — = 4 : 310,949,000
PETT) VEH IRAE R TR R o

RHEBRERAR « —Z-—NFEHE @
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A BBRMEE

For the year ended 31 December 2014

BE

“EMEFZA=T—HIEFE

35. DISCONTINUED OPERATIONS

On 6 June 2013, the directors resolved to dispose of
Inspur (HK) Electronic Limited (“Inspur (HK) Electronic™),
a wholly owned subsidiary of the Group which engaged
in trading of computer components. On 16 April 2013,
the Group entered into a sales and purchase agreement,
pursuant to which the Group has conditionally agreed to
dispose of Inspur (HK) Electronic (“the Disposal’’) for a
cash consideration of HK$294,230,000. The Disposal was
completed on 30 June 2013 and details are set out in note
36.

The business of the Group’s trading of computer
components, which was solely carried out by Inspur (HK)
Electronic, was considered as a discontinued operation of
the Group as a result of the disposal.

The profit for the year end 31 December 2013 from
discontinued operation is analysed as follows:

Profit of trading of computer
components for the year

Gain on disposal of trading of
computer component business
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35. ORIEER

RZZFE—=F/"HH EFATE
HEAEE —RUBERTHES
E’JAiéfFfﬁ% AR (BB *%ﬁ
REDRF(EE)EF]) -
?_:EEH+AE'$%.ﬂi
—HEHEEW=S Bt AEEFK
HREEERB(BFB)EF(THE
£15]) - HREMK(E /294,230,000
BT e HESEHERZZE—=F~
RA=1+RH%K - FI5EMNHIE36 -

HRHEZENTE  HAKEE
BRI (BB )EFEFENERTH
BHXRBNE/AREN—RER
IERERS -

BEREXRBEHE_T—=F1+_A4
=+ RLEFENENDFOT

Year ended
31.12.2013
BZE
—E—-=£F
+=ZA=+—H
LtHFEE
HK$'000
FET

A BT E B 0

43,869

HEEMITHE S X B W

224,314

268,183



Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

35. DISCONTINUED OPERATIONS (continued) 35. BRLEER &)
The results of the trading of computer components RZE—=F—A—HBEZZ—=
operations for the period from 1 January 2013 to 30 FRNA=THHEA  EETHE
June 2013, which have been included in the consolidated DPEBHERCOT AGZEERRE
statement of profit or loss, were as follows: TR
Year ended
31.12.2013
BZ
—E—=
+t=A=+—H
LFE
HK$000
TET
Revenue g 1,234,706
Cost of sales FHE R AR (1,181,994)
Administrative and other TH R EALERT
operating expenses (175)
Profit before tax BR 7 AT 45 ) 52,537
Income tax expense FrigBiF < (8,668)
Profit for the year F N A 43,869
Profit for the year end 31 December 2013 from ERIEEBEE_T—=F1+=A
discontinued operation included the following: =T —HLEFENRMNBEATE
I8 :
Year ended
31.12.2013
BZ
—E—=
+t=A=+—H
LFE
HK$000
TET
Cost of inventories recognised as expense &2 A $H & B A 17 & A A
in the cost of sales (including reversal (BESATHEFEMRERD)
of write-down of inventories of nil) 1,181,994
Depreciation and amortisation e i 3
Staff costs BT 812
No tax charge or credit arose on gain on discontinuance of BRI EE R e I MR E A T IE R
the operation. SRR o

RHEBRERAR « —Z-—NFEHE @
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A BBRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

35. DISCONTINUED OPERATIONS (continued) 35. BRLEER &)
Cash flows for the year ended 31 December 2013 from ERIEEBEE_T—=F1+=A
discontinued operations: St HRLEFEMNRERE -
HK$000
FET
Net cash inflow from operating activities CEXBNHERAFRE 7,581
Net cash outflow from investing activities KEEBORE ML FEE (7)
Net cash outflow from financing activities BMEXBHIR SN L FHE (3,904)
Net cash inflows REMNFE 3,670
The carrying amounts of the assets and liabilities of Inspur RB(BER)EFHNEERABNE
(HK) Electronic at date of disposal are disclosed in note 36. EHENEmMERBENE6 -
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36. DISPOSAL OF SUBSIDIARIES
(a) Disposal of Inspur (HK) Electronic

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

36. HE—XMBELQH

(a)

As referred to in note 35, the Group discontinued its

trading of computer components operations at time
of disposal of its subsidiary, Inspur (HK) Electronic.

The net assets of Inspur (HK) Electronic on the date

of disposal, i.e. 30 June 2013, were as follows:

Consideration received:
Cash received

Analysis of assets and liabilities
over which control was lost:
Property, plant and equipment
Inventories
Trade and bills receivables
Amounts due from fellow
subsidiaries
Prepayments deposits and
other receivables
Bank balances and cash
Trade and bills payables

Other payables and accrued liabilities

Tax payable
Amounts due to fellow subsidiaries

Net assets disposal of

HERH(HR)E

K R3S AT AL AEEE
A EEHEARCRB(E
)BT )RR BT
BHEL - RIHERMEHE=
T-=FXA=+H)  BH
(BB)EFHEEFENT

HK$'000
FET
B WEAE :
BEIR & 294,230
30.6.2013
—E—=fF
NA=+H
HK$'000
FET
BAERFENEER
BBz
ME - BB MEE 11
EAS 110,521
B I REBEFRERERE 60,956
JE L (5] 55 B BT I R RO 3R ER
43,076
FENRIE -~ BE REMEUERR
2,495
RITHEB RS 60,973
B O RNERRENZE (51,501)
HibERFR RERTAE (2,905)
FE I8 (9,066)
FE 1< [R] &= B Fff | & ) 3k IE (144,644)
BHEEEFE 69,916
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For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

36. DISPOSAL OF SUBSIDIARIES (continued) 36. HE—ZXMEBLQF (®
(a) Disposal of Inspur (HK) Electronic (@ HERHB(FE)E
(continued) (&)
30.6.2013
—T=F
NA=1H
HK$ 000
FET
Gain on disposal of a subsidiary: HE&—XHEA T2 :
Total consideration RE®LSE 294,230
Net assets disposal of EHEEEFE (69,916)
224,314
Net cash inflow arising HEELEZRERAFE
on disposal:
Cash received BUWIR® 294,230
Less: bank balances and B BERERITERKIIRS
cash disposal of (60,973)
233,257
The impact of Inspur (HK) Electronic on the Group's RBM(BEB)ETYHB ARG
result and cash flows in the current and prior periods THRAEEXERRER
is disclosed in note 35. ENFERBENMTE3S -
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For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

36. DISPOSAL OF SUBSIDIARIES (continued) 36. HE—RMIBAR (&)
(b) Disposal of Inspur Commercial (b) HERMEHAZRSG
On 28 August 2014, the Group and the Inspur RZE—MENAZTA
Software, a fellow subsidiary, entered into an B AEFHREENEA
agreement, pursuant to which the Group agreed to AORBMEHILHE B
sell and Inspur Software agreed to acquire Inspur bt XEBREHE KR
Commercial, a subsidiary of the Company, for a BHREWBEARRNNE
total consideration of RMB30,000,000 (equivalent NERHERA RS BR(E
to approximately HK$37,433,000). The net assets of & A R #30,000,000 7T (48
Inspur Commercial on the date of disposal, i.e. 30 % 1 4937,433,000/8 7T ) °
September 2014, were as follows: REEBHHBI ZE—NF N
A=+8) REERRHEN
BEFEWDT
HK$000
FET
Consideration received: 2 WERE -

Cash received 2 W EUIR & 37,433

RHEBRERAR « —Z-—NFEHE @
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For the year ended 31 December 2014
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36. DISPOSAL OF SUBSIDIARIES (continued) 36. HE—XMERAT (#)
(b) Disposal of Inspur Commercial (continued) (b) HEREEARSZ(HE)
30.9.2014
—E-mF
hB=+H
HK$000
FET
Analysis of assets and liabilities BXZEFIENEER
over which control was lost: BENDH:
Property, plant and equipment M - BB NEE 73
Available-for-sales investments AHHERE 631
Inventories FE 452
Trade and bills receivables B S IE & e E iR 1,025
Prepayments deposits and TERIR - RE R E A FE U ARR
other receivables 2,244
Amount due from ultimate e S 2 NS E
holding company 106
Amounts due from JE W [R] &= [ Ff |8 & R 5k IE
fellow subsidiaries 403
Tax recoverable CIEEE A 189
Bank balances and cash IRITAEMREIRS 41,777
Trade and bills payables B RNERKEMNER (261)
Other payables and accrued liabilities E b fE{ BR 3k K AT B & (7,483)
Amounts due to fellow subsidiaries &/ [5) 5= [ B 8B A 7 78 (2,010)
Net assets disposal of BEHEEEFE 37,146

@ INSPUR INTERNATIONAL LIMITED e Annual Report 2014



Notes to the Consolidated Financial Statements
AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

36. DISPOSAL OF SUBSIDIARIES (continued) 39. HE—FRMIBAR (&)
(b) Disposal of Inspur Commercial (continued) (b) HERHEMARSZ(E)
30.9.2014
—E-mF
hB=+H
HK$000
FET
Gain on disposal of a subsidiary: H&E—XRKMBATHIWE :
Total consideration REARZE 37,433
Net assets disposal of BEHEEEFE (37,146)
287
Net cash inflow HEELEZRESRAFEE .
arising on disposal:
Cash received 2 W ER & 37,433
Less: bank balances and B BERERITERKIRSE
cash disposal of (41,777)
(4,344)

RHEBRERAR « —Z-—NFEHE @



Notes to the Consolidated Financial Statements

RE M BEHRMEE

For the year ended 31 December 2014
BE_T-NF+-_A=1+—HILFE

37. REDEEMABLE CONVERTIBLE PREFERRED 37.

SHARES

The Company issued 9% redeemable convertible preferred
shares (“Preferred Shares”) at par value of HK$63,523,000
each with a maturity date of 8 November 2013. Details of
the terms of Preferred Shares are set out in the Company’s
circular dated 14 November 2011. All of the Preferred
Shares were converted or redeemed in 2013.

The Preferred Shares contains two components, liability
and embedded conversion option.

The movement of the liability component and conversion
option derivative of the Preferred Shares for the year is set

out below:
At 1 January 2013 RZE—=F—H—H
Interest charge FIBEZH
Coupon interest paid for the year FRENZEENE
Conversion or redemption B o g O]
Loss arising on changes of fair value AN EEHELEZER
At 31 December 2013 and RZE—=F+T=H
1 January 2014 =+—HB —ZT—MF
and 31 December 2014 —A—BRZZT—MF

+=—A=+—8

On 17 November 2013, the New Preferred Shares with
principal amount of HK$51,564,000 was converted
into 280,241,365 ordinary shares of the Company. On
8 December 2013, the Preferred Shares with principal
amount of HK$11,959,000 was redeemed by the
Company.
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A R AT R R

AN A LA # 63,523,000/ 7T &Y
M EE1T 9% r] & 0] A] ] fR B R AR
([B%&RKR])  BBHRAAR=-Z—=
F+—ANB - EABEERERZ
HIEENAAR —E——F+—A
+IBZREE - FTEBERER =

T =EHBRMEE -
B 51 B I B (S A SR
5 -

FRESLREBERD BRRETE
TRENEHHEINWT :

Conversion

option

Liability derivatives
component B E
aERs fTET R
HK$°000 HK$°000
FHT FHT
64,961 30,857
4,974 —
(6,412) —
(63,523) (42,002)
— 11,145

RZE—=F+—A++tH " Xx&
51,564,000 7 7T & {8 %t i J) %
#5280,241,365 iR AR A 5] @A o
R_ZZF—=F+=AN\A8 ' £RQ7A
& [@ A4 11,959,000 JT K18 %

B e



Notes to the Consolidated Financial Statements

37. REDEEMABLE CONVERTIBLE PREFERRED

SHARES (continued)

The weighted average effective interest rate of the liability

component of Preferred Shares is 9%.

The fair value of conversion option derivatives at the date

of conversion (i.e. 17 November 2013) were calculated

using the binominal model. The inputs into the model

were as follows:

Share Price
Expected life of options
Expected volatility (Note)

Expected dividend yield
Interest rate

B IRET £ 5

TE RO ()
Y HAR 5. 55
kS

Note: Expected volatility was determined by using the historical

volatility of the Company'’s share price over the previous

years.

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

7. UEEBRRELER®E)

B B &I o 2 T BB F
RE9Y% o

HgBBIZE—=F+—A++t
B)zBBRETETARFENIS
BAEAGE - ZRAFAL2EMW
B

17.11.2013
—g—=

+—A+tH

HK$0.335
0.335%87C
0 years
0
42.08%
3.463%
6.59%
MiEE : FEERR B4R AN 2 BB E R
BHRIBETE °
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For the year ended 31 December 2014

HEZ

38.

E—NETZA=T—HILFE

OPERATING LEASE COMMITMENTS
The Group as lessee

At the end of the reporting period, the Group had
commitments for future minimum lease payments under
operating leases in respect of rented premises which fall
due as follows:

Within one year —FR
In the second to fifth years inclusive F_EFRF
(BREREMF)

Operating lease payments represent rentals payable by the
Group for its office premises and staff quarters. Leases are
negotiated for an average term of two years and rentals
are fixed for an average of two years.

The Group as lessor

Property rental income earned during the year was
HK$644,000 (2013: HK$322,000). The properties are
expected to generate rental yields of 3% on an ongoing
basis. All of the properties held have committed tenants
for the next year.

At the end of the reporting period, the Group had
contracted with tenant for the following future minimum
lease payments:

—FR

Within one year

@ INSPUR INTERNATIONAL LIMITED e Annual Report 2014

38. KEHERIE

REBEREBEA

REFRWMEER - REBRBLE
RERFRNERRRERS 2%
P BIEIE R

2014 2013
—E-NEF T
HK$000 HK$000
FET FET
1,875 2,039

116 104

1,991 2,143

KEHEHSEAEEENBAE
FETIEEHEE - HEFHEME
B —x  MEEFHMFEEE—

S
IN °

AEEEALBEA

FRMERNERSKAAL
644,000/ (= & — = F:
322,000/8 70 ) ° 2 W ETE B B
BEE3%NHNHESWEE - FTIFAE
YERFELGEAGEEE o

NEWRPEER  AEBEDEBF

TR RKRFERENKETLAE
)

2014 2013
—2-mFE  —F=
HK$'000 HK$'000
FET TET
644 322




39.

40.

Notes to the Consolidated Financial Statements

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

CAPITAL COMMITMENTS 39. EAERE
2014 2013
—E-lF —F—=
HK$'000 HK$000
FET FET
Capital expenditure in respect of the MERMED
construction of property contracted HESHEICENN
for but not provided in the consolidated 484 B 75 RE A
financial statements SHRZEARREE 323,740 515,426
Capital expenditure in respect of the HERMED
construction of property authorised but 1B 15 R ETH) 2
not contracted for BN = 76,798

RETIREMENT BENEFIT SCHEME

The Company’s subsidiaries in Hong Kong operate the
Mandatory Provident Fund Scheme under the rules and
regulations of the Mandatory Provident Fund Schemes
Authority. The Group’s employees are required to join the
scheme. The Group has followed the minimum statutory
contribution requirement of 5% of eligible employees’
relevant aggregated income with a cap of HK$1,500
per employee per month since 1 June 2014 (previously
HK$1,250 per employee per month).

The Company's subsidiaries in the PRC, in compliance
with the applicable regulations of the PRC, participated in
various central pension schemes operated by the relevant
municipal and provincial governments. These subsidiaries
are required to make defined contributions to these
schemes at a fixed percentage of their covered payroll.
The Group has no other obligation for the payment of its
staff's retirement and other post-retirement benefits other
than the contributions described above.

The total contributions in respect of the current accounting
period charged to consolidated income statement amount
to HK$96,004,000 (2013: HK$93,437,000).

40. RAKEFETE

ZiNNSIE: 1 NI e e
AESTEEERNRAIRIETEH
TRBIERESEE - AEEET
HEZMEE - BT —ME X
A—Bi  AEEEREEERE
HAREEREEREEFBERA
5% R LRASEEESA
15008 (B A AEBREEEA
1,250%7T) °

RESTHRBEERARD - ARERE
B ARIHSELIEBBRE MR
fieE 2 h RRAREF B - ZEM
BARAR EAFEIMRESF 2
Bl B 2 LA FaT 8IE H E R
e B DA ERRON - AN E L
32 1 B TERIK R E MR RIZE R
BB

BT e:t B AEe RS XRIMDK
2 A5 96,004,0008 (==
— =4 : 93,437,000/ 7T) °

RHEBRERAR « —Z-—NFEHE @



Notes to the Consolidated Financial Statements
A BBRMEE
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41. RELATED PARTY TRANSACTIONS/
BALANCES

Apart from the entrusted loan receivable, the amounts
due from and to related parties as disclosed in notes 26,

29 and 30 respectively, the Group had entered into the

following related party transactions during the year:

4. BEATRS ek

M HisE 26 ~ 29 & 300 B & A fE

Wz
FIAIN

AER - BRNREMNBEEAL

AEBRAFEEET N

SIREALTR S :

Ultimate
holding company Fellow subsidiaries

REERATR 5] 55 [ Fff /22 =]

2014 2013 2014 2013
—E-OE —ZE—= —E—mE —ZFT—=

HK$000 HK$000 HK$000 HK$000
FHET T FET FET
Sales of goods HEEm — — — 532,799
Services income AR 7S UL A 75,687 10,837 402,827 71,394
Purchase of goods R E W 593 565 188,479 138,149
Sales commission expenses $5& & % 756 108 3,818 2,106
Property rental expenses ¥ E X 3,581 12,409 7,679 —
Property rental income — #IEME LA — — 644 322

(a)

During the year ended 31 December 2014, the
Group disposed of Inspur Commercial, a wholly
owned subsidiary of the Group to Inspur Software,
a fellow subsidiary of the Company for a cash
consideration of RMB30,000,000 (equivalent to
approximately HK$37,433,000).

During the year ended 31 December 2013, the
Group disposed of Inspur (HK) Electronic, a wholly
owned subsidiary of the Group to Inspur Electronic
Information (Hong Kong) Co., Limited, a fellow
subsidiary of the Company for a cash consideration
of HK$294,230,000.
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(a)

HE_Z -—DOF+ = A
=+—HLFE AEEM
RAARMBESEEWERFR
HMEGLEAEBRNE2EN
BRARIRHMEABRS  Be
KB A& A R 30,000,000
Jo(#8 & M #937,433,0007%
TT) e
BHE-_ZZ—-—=%+=AH
=+—HLFE AEEM
AARMESEBE B R RR
HEFEE(BB)ERAT
HEASBENZENB QA
RB(HEB)ETF BHaRE
/294,230,000 7T °



41.

42.

Notes to the Consolidated Financial Statements

RELATED PARTY TRANSACTIONS/
BALANCES (continued)

(@) (continued)

During the year ended 31 December 2013, the
Group disposed the assets of the digital media
business to Inspur Software, a fellow subsidiary
of the Company for a cash consideration of
RMB30,000,000 (equivalent to approximately
HK$37,430,000).

(b) During the year ended 31 December 2014, certain
operating lease rentals in respect of office premises
and staff quarters amounted to HK$10,189,000
(2013: HK$6,731,000) were under operating leases
signed by ultimate holding company on behalf of
subsidiaries of the Group.

Compensation of key management
personnel

The remuneration of directors during the year are set
out in note 12, which is determined by the remuneration
committee having regard to the performance of individuals
and market trends.

CONTINGENT LIABILITIES

The Group was named as a defendant in a lawsuit filed for
potential breach of contract with a supplier. The plaintiff
has filed judicial claim against the Group and asks for
damages of approximately HK$10,095,000. The Company
vigorously defended this matter. While the outcome of
this litigation matter cannot be predicted with certainty,
the Directors do not believe that the outcome of any of
these matters, individually or in the aggregate, will result
in losses that are material to the consolidated financial
statements. Accordingly, no accrual has been made for
these matters.

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

A. BEALTRG Eehm)

(@ (&)

BHE_ZT—=%+=A8
=+—HLEEE AfEH
EEANGIE IR =N
REBE ML EHTEEREE
BKEE BHeREAAR
¥ 30,000,000 7T (16 & K 49
37,430,000 7T) °

by BE-_ZFT—WNF+ = A
=t+—HBLEFE - HETHA
ERBIBFEZ2RKERES
10,189,0008 jo(= & —
& 16,731,000/ 1) &
MAOBZEZERARAREE
BB ARIERE -

mE |11 2F

TEEEAENSE

EENFRZHFMENZE 12
BHFHEZES2EREAXRE LTS
BBEE

42. FARBE

SBIEAWE  MEEEZEFE
BEEEAGHNNEREFR  RE
MZEEFEEERFEBEKRY
10,095,0008 7T ° A A gt bk = #
TTEMIEE - FIEMNER TR
e EFRMMEGEEEHER
BREERRFTELANBRBESEHA
ANEHTBBRREEERER -
Eitt - HIEHIWRBEITETR

RHEBRERAR « —Z-—NFEHE @
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For the year ended 31 December 2014
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43. PARTICULARS OF PRINCIPAL SUBSIDIARIES

OF THE COMPANY

Particulars of the material subsidiaries of the Company at

31 December 2014 and 2013 are as follows:

Form of

business
Name of company structure
NA%R BEGEVA

Inspur Shandong Electronic ~ Wholly foreign
RAURET owned enterprises
("WFOE")
IERELE
=)
Jinan Qi Information SFOE

Technology Limited¥ ~~ FMAELE
ERRRRANAERAR

Jinan Communication Domesic imited

BRE Tty company
('DLLC")
NEERERAA
(TRERRERAR])

@ INSPUR INTERNATIONAL LIMITED e Annual Report 2014

Place of
incorporation/
registration
AL/
Bisg

PRC

Class of
share held
BAERHER

Capital
contribution
HE

Capital
contribution
i

Captal
contrbution

KAREEMBLAFE

NAR=F

Principal activities

TEEH

Ivestment holding and
manufacture, trading of
computer products

=210 §9
EHERE

Investment holding

mmwﬁi
AT

Investment holding

REMR

43.
RAREFEZEBARMNME
—NFERZFE—=F+-_A=+—
HEVREBIT

Paid up
issued ordinary
share capital/ Proportion of interest
registered capital held by the Company
HRERTEERS/HftER KARfEREZAAY
2014 2013 014 2013
= 5k = St 3=
Directly Indirectly  Diecly  Indirectly
13 i3 B% Bk
USS90,675,000  US§90,675,000 - 100% - 100%
067500057 906750007
RMB5,000,000 RNIBS, 000,00 - 100% - 100%
ARH AER
5,000,007 5,000,007
RMB50,000,000  RMBS0,000,000 - 100% - 100%
AR¥ AER
50,000,000 50,000,007
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AN B HRMEE

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

43. PARTICULARS OF PRINCIPAL SUBSIDIARIES 43. AR T EM B A RIFE

OF THE COMPANY (continued) (&)
Place of Paid up

Form of incorporation/ issued ordinary

business registration  Class of share capital/ Proportion of interest
Name of company structure HRRL/  share held registered capital held by the Company Principal activties
LgR BRERRA Bing FERHEH HRERGEERA/HfER KARfEREZAAY TERE

2014 2013 2014 2013
“%-b 5= “%-0f 5-IE

Directly Indirectly ~ Diecly  Indirectly
R AR B% Bk

Inspur Communication SFOE PRC Capital RMB50,000,000  RMB50,000,00 - 100% - 100%  Manufacturing, sale and
RERE miaERE e contribution ARH ARE Gevelopment of
i 500000007 50,0000007C computer software
Inspur Commercia® DLLC PRC Capital RMB20,000,000  RMB20,000,00 - - - 100%  Software development
RHERA NEEREAAR  #A contrbution ARH AEE ittt
i 20,000,000 % 20,000,00070
Inspur Worldwide (Shandong) - WFOE PRC Capital US§2,317,300 US§2,317,300 - 100% - 100%  Provison of outsourcing
Senie Limited EEERE Mg contribution 30ET 2317307 software development
RHLHILR)ES 8 senices and rading of
RIERAR computer products
REFERE
bk v
Inspur Genersoft DLLC PRC Capital RVIB100,000,000  RIB100,000,00 - 0% - 100%  Softwere development
RHRRHE MEEREMAR  +A contribuion ARE A&E il
i 1000000007 39,9320007
Inspur Financial ystem DLLC PRC Captal RMBS,000,000 RWB5,000,000 - 100% - 100%  Software development
RACRZA WERREMDE  4E contributon ARE ARE il
i 5,000,0007% 5,000,0007¢
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For the year ended 31 December 2014
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43. PARTICULARS OF PRINCIPAL SUBSIDIARIES 43. X QT EEMB R TFE

OF THE COMPANY (continued)

Place of Paid up
Form of incorporation/ issued ordinary
business registration  Class of share capital/
Name of company structure HRRL/  share held registered capital
LgR BRERRA Bing FERHEH HRERGEERA/HfER
2014 2013
“%-b i S
Shandong Inspur Genersoft  DLLC PRC Capital RMB18,000,000  RMB18,000,00
formation Technology ~ WEBRERRE  HE contrbution ARE ARE
Limited TR 18,000,0007% 18,000,007
IFRRER AR
BRA
Shandong Inspur Financal
Software Information
Limited
WERECHIAEE  DUC PRC Capttal RMB35,000,000  RMB35,000,000
BRAT WEERERDT  wE contrbution I\ ARE
i 35,000,007 33,000,007
Inspur (HK) Cloud Senvice ~~ Incorporated HK Ordinary HK$10,140 HK$10,140
Limied il & Bk 1014027 10,1407
4 (&%) ERBARAR
Jinan Inspur Mingda
Information Technology
Limited
ERRASERERA  DUC PRC Capttal RMB100,000,000 V310,000,000
BRA WEERE[LAT ol contrution AER ARE
i} 1000000007 100,000,007

* The subsidiary was disposed in 2014.

& The English name of these PRC incorporated entities are for
identification purpose only.

The above list includes the subsidiaries of the Company
which, in the opinion of the directors, principally affect
the results of the Group for the year or form a substantial
portion of the assets and liabilities of the Group. To give
details of other subsidiaries would, in the opinion of the
directors, result in particulars of excessive length.

None of the subsidiaries had issued any debt securities
during the year and at the end of the year.
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(#&)

Proportion of interest

held by the Company Principal activities
KAfGRR AN TEEH
2014 2013
i . St

Directly Indirectly ~ Diecly  Indirectly
R AR B% Bk

- 100% - 100%  Software development
e

- &% — &% Software development
FigiEES

- 100% - 100%  Provision of -Cloud
senice
A CloudfRA

- 100% - 100% ot yet commenced
Dusiness

WARRIEEER
* ZMBRRR-T-HEHE -
o ORPEEMRIEBMRXE
TREHER -
FREFIRARMBRR - EFR
REEWNBAR IR EAEEF
NEEIBRASBEERBEN
TEHD EERR/RHEMHE
RAZFHBHREFATERITE °

MEMBARNFARFRETE
A& 55 e



Notes to the Consolidated Financial Statements

THE COMPANY

Statement of financial position

Assets
Interests in subsidiaries
Amounts due from subsidiaries
Bank balances
Other current assets

Current liabilities
Net assets

Capital and reserves
Share capital (note 31)
Share premium
Preferred share equity reserve
Share option reserve
Translation reserve
Retained profits (Note)
Other reserves

44. SUMMARY FINANCIAL INFORMATION OF

e IR MR

For the year ended 31 December 2014
BE_ZT-NF+-_A=1+—HItFE

44, KRB 2 MEERBE

B S AR O 3R
At 31 December
BR+=BA=+—H
2014 2013
—E-NF —E-=F
HK$'000 HK$'000
FET FE T
BE
BB A RS 793,513 798,043
& UALBfH B A B FR B 575,108 422,236
IRITHER 3,544 291,331
HE iR EE 171 172
1,372,336 1,511,782
RBEE 214,720 316,568
BEFE 1,157,616 1,195,214
B
FE A (BIzE31) 9,015 9,015
f&10 & B 953,078 953,078
B S 13,442 13,442
EIREREE 22,624 22,624
HhE 107,771 114,381
R A (BT E) 58,425 89,413
H b &G (6,739) (6,739)
1,157,616 1,195,214
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For the year ended 31 December 2014
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44. SUMMARY FINANCIAL INFORMATION OF 44, KD F2MBERBE(8)

THE COMPANY (continued)

Statement of financial position (continued) B RS AR R TR ()
Note: Movement in retained profits MisE - (RE RNz &

At 1 January 2013 R_ZT—=%F—H—H

Profit for the year & 5 A

Dividend paid BEfIRE

At 31 December 2013 R-ZE—=F+"A=+—H

Loss for the year FANEE

Dividend paid B E

At 31 December 2014 RZE-—mF+=A=+—H
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Retained
profits
REER
HK$°000
FET

(110,818)
225,596
(25,365)

89,413
(3,887)
(27,101)

58,425



Financial Summary
MBEE

For the year ended 31 December
BE+-A=+—-BHLFE
2010 2011 2012 2013 2014
“E-%F ZF—% ZF-ZfF ZT--F ZB-NF
HK$000 HK$ 000 HK$000 HK$000 HK$'000
THET FET FET FET FET

RESULTS £
Continuing operations BERSEER
Revenue KA 1,418,833 1,258,139 1,161,560 1,300,980 1,703,128
Profit (loss) before taxation BRELADE R (B18) 144,819 (,417)  (154,023)  (150,942) (61,816)
Taxation HiIE (13,548) (8,131) (4,189) (1,282) (8,400)
Profit (loss) for the year from  REH B L L EISH

continuing operations FREFM(ER) 131,271 (10,548)  (158,212)  (152,224) (70,216)
Discontinued operations BRIEETK
Profit for the year from REERIEXES

discontinued operations B9 Mg A 46,263 58,708 58,843 268,183 —
Profit (loss) for the year FRmM(EE) 177,534 48,160 (99,369) 115,959 (70,216)
Profit (loss) for the year EHER

attributable to: w Al (E18) -

Owners of the Company RATIHEE A 177,972 50,408 (93,319) 117,696 (69,100)

Non-controlling interests FEERR RS (438) (2,248) (6,050) (1,737) (1,116)

177,534 48,160 (99,369) 115,959 (70,216)

RHEBRERAR « —Z-—NFEHE @



Financial Summary (continued)

MEEE(E)
At 31 December
Rt=A=+-—H
2010 2011 2012 2013 2014
“T-FF % ZT-F ZT-=f —B-NF
HK$000  HK$000  HK$000 HK$000 = HKS$'000
FETT FET FETL FET FET
ASSETS AND LIABILITIES EEHREF
Total assets BEE 2,421,849 2,355,053  2,335316 2,635,664 = 2,925,825
Total liabilities Baf (735,209)  (515,966)  (630,034)  (693,417) (1,091,269)
1,686,640 1,839,087 1,705,282 1,942,247 = 1,834,556
TOTAL EQUITY AL
Equity attributable to owners AR RIHEA A
of the Company FE(h RS 1,683,699 1,834,635 1,702,204 1,938,151 = 1,831,613
Non-controlling interests IR 2,941 4,452 3,078 4,096 2,943

1,686,640 1,839,087 1,705,282 1,942,247 = 1,834,556

@ INSPUR INTERNATIONAL LIMITED e Annual Report 2014



iNspur &



	封面

	目錄
	公司資料
	主席報告
	管理層討論及分析
	董事及高級管理層簡歷
	企業管治報告
	董事會報告
	獨立核數師報告
	綜合損益表
	綜合損益及其他全面收益表
	綜合財務狀況表
	綜合權益變動報表
	綜合現金流量報表
	綜合財務報表附註
	財務概要
	封底


