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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.
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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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() 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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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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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 disc