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Management Discussion and Analysis

BEEENRE DN

FINANCIAL REVIEW

As at June 2015, the Company had disposed communications
industry solutions business which was listed as discontinued
operation in the last corresponding period. In September of
2015, the company had completed disposal of assets related to
finance business which was listed as discontinued operations
and adjusted the comparative figures retrospectively. During
the reporting period, the loss from continuing operations
attributable to the equity holders of the Company amounted
to HK$5,179,000 (2015: loss HK$16,698,000). Net loss from
continuing operations recorded a decrease as compared
with the corresponding period of last year. Because the gain
from the equity disposal amounted to HK$75,764,000 was
recognized in the corresponding period of last year, results in a
significant decrease in the profit from continuing operation and
discontinued operation in current reporting period.

(1) Revenue from continuing operations keep
on stable growth

The Group recorded a revenue of HK$521,703,000 (2015:
HK$432,175,000) representing an increase of 20.72%
as compared with corresponding period of last year. The
revenue of software development and solution for the
year was HK$359,647,000 (2015: HK$296,775,000),
representing an increase of 21.19% as compared with
corresponding period of last year; On the other hand,
the software outsourcing business was HK$ 162,056,000
(2015: HK$135,400,000), representing an increase of
19.69% as compared with last corresponding period.
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Management Discussion and Analysis

(2) Operations loss from continuing operation

decrease

During the reporting period, gross profit of the Group
from continuing operation was HK$152,841,000 (2015:
HK$121,138,000), representing an increase of 26.17%
as compared with corresponding period of last year, and
gross profit margin was 29.30% (2015: 28.03%). The loss
from continuing operations amounted to HK$4,988,000
(2015: loss HK$17,725,000). Basic and diluted loss per
share from continuing operations were HK0.57 cents
(2015: loss 1.85 cents). Basic and diluted loss per share
from continuing operations and discontinued operations
were HK0.57 cent (2015: profit of HK0.21 cents).

During the reporting period, loss from continuing
operations reduced compared with the corresponding
period of last year mainly because: (1) Although fierce
competition in the market and the overall economic
situation are still not so good, the revenue and gross
margin of our ERP business keep stable growth; (2) We
start to get rental income from investment properties;(3)
Although the Company is continuing investing in R&D,
overall trend of cost growth began to under control.
During the reporting period, the distribution expenses
and administrative expenses were HKD226,839,000
(2015:184,794,000) and representing 22.75% increase
compared with the corresponding period of last year.
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Management Discussion and Analysis

BEEENRE DN

(3) Sufficient working capital

As at 30 June 2016, shareholders’ funds of the Group
amounted to approximately HK$1,721,282,000 (31
December 2015: HK$1,738,760,000). Current assets were
approximately HK$1,356,059,000, including cash and
bank balances of HK$561,776,000, which were mainly
bank deposits denominated in Renminbi, US dollars and
Hong Kong dollars within three months of maturity when
acquired.

Current liabilities were HK$727,885,000, mainly comprised
trade payable, amount due to fellow subsidiaries, other
payables and accrued expenses. The Group's current assets
were approximately 1.86 times (31 December 2015: 1.84
times) over its current liabilities. The Group had no bank
borrowings as at 30 June 2016.

The Directors believe that the Group has sound financial
position with sufficient fund to satisfy its capital
expenditure and working capital requirements.

EMPLOYEE INFORMATION

At 30 June 2016, the Group had 3,319 employees. Total
employee remuneration, including the Directors' fees and
contributions to the Mandatory Provident Funds, amounted to
approximately HK$315,102,000 for the period under review.

The Group determined the remuneration of its employees
according to their performance and experience. In addition to
basic salaries, discretionary bonus and share options may be
granted to eligible employees with reference to the Group’s
results and the employee’s individual performance. In addition,
the Group has provided its employees with Mandatory Provident
Funds and medical insurance coverage.
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Management Discussion and Analysis

CHARGES ON ASSETS

As at 30 June 2016, bank deposits in the amount approximately
HK$14,368,000 of the Group’s assets was pledged (31
December 2015: HK$14,994,000).

FOREIGN EXCHANGE EXPOSURE

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

CONTINGENT LIABILITIES

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 asked for damages
of approximately HK$9,551,000. The Company vigorously
defended this matter. While the outcome of this litigation
matter cannot be predicted with certainty, the Group
recognized a provision of HK$5,372,000 in 2015 year (equivalent
to approximately RMB4, 500,000) which represents the best
estimate and based on the legal advice. Except for the above
disclosure, the Group had no material contingent liabilities.
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Management Discussion and Analysis

BEEENRE DN

BUSINESS REVIEW

In first half of 2016, to follow the trend of “internet +”, we
fully implement the “data-centric” strategy, foothold field of
enterprise information and adhere to concept of the Internet,
sophisticated, wisdom. Through the use of cloud computing,
big data, networking, mobile Internet and other technologies,
through inheritance and innovation, our company continues
to focus on data-centric transition to the cloud operation,
and becomes a leader of industry of Chinese enterprises’
management software and cloud service provider.

The business of IT services of the Group covers various industry
sectors, including corporate governance, pharmaceuticals,
construction, finance, coal, manufacturing, and grain reserves
etc. Our company provides software and related integrated
IT total solution services based on IOT, covering application
software, IT consulting service, systems integration, operation
and maintenance, outsourcing etc, IT services mainly include the
following segments:

(1) Software and related services

To actively reflect to challenges of traditional enterprise
integration “Internet +” plan, around the industry
characteristics such as intelligent manufacturing,
pharmaceuticals, construction, grain reserves and
mining industries, Inspur strengthens the R&D of cloud
computing, big data research applications and release
hybrid cloud solutions to promote the traditional
enterprises to be internet -based enterprises. On the other
hand, Inspur strengthens the management accounting
product development and marketing promotion along
with innovation and change of the “Internet +" era.. The
company released cloud solution such as the financial
cloud, procument cloud, e-commerce cloud, wisdom
warehouse system and human resource service cloud
solutions etc.
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Management Discussion and Analysis

The Company grasps opportunities of Chinese grain
reserve industry informatization. Based on the wisdom
warehouse IOT solution system, we provide warehouses
information integration to the warehouses in all sizes
and authorities in grain reserves industry in all levels. We
adhere to our independent innovation, enhance core
self-developed technologies, and apply 10T technology
companied with grain reserve characteristic together
to upgrade intellectualized level of our solutions. Our
Wisdom Warehouse system was applied in around 600
warehouses. And our grain sales management software
was installed in used in 11 provinces, like Heilongjiang,
Jilin, Liaoning, Anhui, Jiangsu, Jiangxi etc, and get a lot of
favorable feedbacks and comments. Relying on our deep
understanding in 10T technology and grain industry, we
will keep our leading position in IT service in grain industry.
In the first half of the year, we signed contacts with China
Grain Reserve and Jilin for application of our Wisdom
Warehouse system. |OT project becomes our important
growth in future.

In marketing promotion, the company continues to
focus on cloud products, solution and service integrated
based on the demand of large enterprises. At the same
time, around our advantage sectors, such as SOE reform,
program of collecting Value-Added tax in lieu of Business
Tax, e-procument, fund management, we carry out a
lot of market promotions covering several provinces and
cities. The company faces to the key industry clients, digs
out commercial opportunities, and effectively improves
brand’s influence and market competition ability. At
same time, around our advantage industries such as
the pharmaceuticals, construction industries, SOE and
public services industry,our company developed targeted
products such as financial share, HCM, financial control,tax
management etc and performed effective market
promotions to get orders. Through our named client
system and head office management, we signed contacts
with major d clients such as Grain wisdom warehouse,
Huiyuan Juice, China Railway, Tsinghua Holdings etc.
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Management Discussion and Analysis
EEBNWR DN

For Research and Development: During the reporting
period, we further integrate R&D resource and knowledge
sharing. For released financial share products, we will
further enlarge its applications. To meet the changes of the
law and regulations on taxes, we develop more modules
and functions on the products accordingly. Our signed
client has accomplished the trial version of e-procument
system and we will further improve and upgrade this
system. Our funding management cloud products have
been commercialized and will soon be released in the
market. We accomplished development on HCM Core and
have signed contract with client in application. Meanwhile,
we upgraded our core module of ERP system, including
redesigning our production development map, added new
function on GS, internationalize more, prioritize cloud
applications, and internet use friendly etc. More R&D on
GSP6.1 was taken to achieve the need of business process
integration and unifying organizational model.

For delivery: Through set-up central and district delivery
center, the company continues to enhance the delivery
and operation management and reallocate the resources
among the different districts. In order to improve delivery
efficiency, we put more effort on staff training, case study
and execution guidance and practice etc. Continue to
implement the project contract responsibility system and
motivate the implementation to ensure the successful
delivery of major projects such as Qilu Pharmaceutical,
CCCC Fourth Harbor Bureau, China Railway 11th Bureau,
and wisdom warehouse.
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Management Discussion and Analysis

(2) Software outsourcing business

The Group's software outsourcing business mainly includes
providing IT services to fortune 500 companies, including
the provision of IT Outsourcing (“ITO") services, such
as system application development, embedded system
development, quality testing, Business Process Outsourcing
("BPQ") services, such as information processing, business
localization, operation and maintenance hosting, call
center etc, and also data analysis service, Infrastructure
maintenance services, cloud services.

In first half of 2016, service outsourcing business in
China maintains steady growth. Since more and more
alliances are formed among the large service outsourcing
enterprises, scale advantage makes intense competitive
within the industry. In this market environment, through
close cooperation relationship with the company like
Microsoft, China Telecom, Zuowang and other strategic
clients, more projects gradually expanded. At the same
time, we put more efforts to contact the potential
domestic market, and expand size in the domestic
business. China's large enterprises and local governments
have begun to outsource some parts of the innovation
and R & D work, not only just in the traditional sense of
the company's non-core business outsourcing services.
The revenue and gross profit margin of outsourcing
business will be improved accordingly. Valued-added
and innovation will be the core trend of future business
development model.

BUSINESS PLANNING

In the second half of 2016, the company will continue to follow
the plan drew up in the early of the year: focus on the core
products, implement aggressive market expansion strategy,
increase investment in key provinces, expand our advantages
in leading industries such as construction and grain reserve etc
and improve our market incentive and assessment policy. The
company will focus even more on current core products’ R&D,
upgrades of production’s function and invests more on R&D
in platform. Through international cooperation, improve our
product competitiveness to realize the two hard target of being
the “traditional software supplier” and “Cloud Services business
innovation supplier”.
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Other Information

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

As at 30 June 2016, the interests and short positions of the
Directors and the chief executive of the Company in the Shares,
underlying Shares or debentures of the Company and its
associated corporations (within the meaning of Part XV of the
SFO) which were required (a) to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions which they were
taken or deemed to have under such provisions of the SFO); or (b)
pursuant to section 352 of the SFO, to be entered in the register
referred to therein; or (c) to be notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies (the “Model
Code”) contained in the Listing Rules, were as follows:

(A) Long positions in shares of the Company

Name of Directors Type of interests

EEEE &4

Beneficial owner

ERmlEAA

Dong Hailong
Esr
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Other Information

(B) ARBIRALTETEREER

(B) Long positions in underlying shares of

equity derivatives of the Company B A
Options in the Company (Unlisted and physically settled RARIZ BREGE LT REYRK
equity derivatives) ZRALTETR)
Number of
Description of underlying  Subscription
equity derivates shares price per
Name of Directors Type of interests RALTAE R R 5 share
EEER 5% TENFHE HEE BRABE
(note) HKS
(K1at) (&r)
Wang Xingshan Beneficial owner Share option (note1) 1,000,000 3.41
F L EnEBA RBAHE(Hfat 1)
Share option (note 2) 3,000,000 1.71
RBAE (et 2)
Share option (note 3) 1,200,000 1.34
RERRHE (H1at 3)
Jin Xiaozhou,Joe Beneficial owner Share option (note 2) 1,800,000 1.71
/N EnEBA RBAE (et 2)
Dong Hailong Beneficial owner Share option (note 1) 400,000 3.41
st EnEBA RBRE(Hfat 1)
Share option (note 2) 200,000 1.71
RBAE (et 2)
Share option (note 3) 100,000 1.34
RERRHE (H1at 3)
Shen Yuangin,Samuel  Beneficial owner Share option (note 2) 200,000 1.71
FRITE EmEEA RBAE (et 2)
Share option (note 3) 100,000 1.34
RERRHE (H1at 3)
Wong Lit Chor, Alexis  Beneficial owner Share option (note 1) 40,000 3.41
=2 EnEBA RBRE(Hfat 1)
Share option (note 2) 400,000 1.71
RBAE (et 2)
Share option (note 3) 100,000 1.34
RERRHE (H1at 3)
Zhang Ruijun Beneficial owner Share option (note 2) 200,000 1.71
KInE EnEBA RBAHE (et 2)
Share option (note 3) 100,000 1.34
REARHE (H1at 3)
Note: (1) On 10 December 2010,the share option were grant Miat - () BREENR-_Z-TF+=

to other director under the option scheme.

(2)  On 16 July 2015,the share option were grant to
other director under the option scheme.

(3)  On 13 May 2016,the share option were grant to

other director under the option scheme.
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Other Information
Hig e

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

As at 30 June 2016, none of the Directors had short
positions in shares or underlying shares of equity
derivatives of the Company.

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2016, 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 positions in shares of the Company

Name of Shareholders

IREREE R

Type of interests

4%

Corporate (note)

NI,

Inspur Group Limited

RAEEERRA]

Beneficial owner

BEmBEAA

Inspur Overseas Investment Limited

RFIMTEBR AR

WANG Yukun Beneficial owner
TTER BEREAA
Note: Inspur Group Limited is taken to be interested in

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

As at 30 June 2016, no person has any other relevant
interests or short positions in shares or underlying shares
of equity derivatives of the Company.
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Approximate
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PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the six months ended 30 June 2016, neither the
Company nor any of its subsidiaries had purchased, sold or
redeemed any of the Company’s listed shares.

COMPETING INTEREST

During the six months ended 30 June 2016, none of the
directors, chief executive, initial management shareholders or
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.

SHARE OPTION SCHEME

The Company adopted a new share option scheme on 10
November 2008.

On 10 December 2010, a total of 12,020,000 share options
were grant to certain employees and directors of the group
under the option scheme entitling the holders thereof to
subscribe for shares of the Company at an exercise price of
HK$3.41 per share.

On 16 July 2015, a total of 40,000,000 share options were
grant to certain employees and directors of the group under
the option scheme entitling the holders thereof to subscribe
for shares of the Company at an exercise price of HK$1.71 per
share.

On 16 May 2016, a total of 30,000,000 share options were
grant to certain employees and directors of the group under
the option scheme entitling the holders thereof to subscribe
for shares of the Company at an exercise price of HK$1.34 per
share.

As at 30 June 2016, the numbers of shares available for issue
and remained outstanding under the option scheme are
43,020,000 shares.

Other Information
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Other Information

AUDIT COMMITTEE

The Company established an audit committee with written
terms of reference in compliance with the Listing Rules. The
primary duties of the audit committee are to review and
supervise the financial reporting process and internal control
systems of the Group. The audit committee comprises three
independent non-executive directors, Mr. Wong Lit Chor, Alexis,
Ms. Zhang Ruijun and Mr.Ding Xianggian. Mr. Wong Lit Chor,
Alexis is the chairman of the audit committee.

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

CORPORATE GOVERNANCE

The Company 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 30 June 2016, 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.
Partial Independent non-executive Directors and other
non-executive director 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 OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model code for Securities
Transactions by directors of Listing Issuers ("Model Code”)
contained in Appendix 10 to the Listing Rules. The Company has
made specific enquiry of all directors and has been confirmed
that all directors have complied with the Model Code during the
six months ended 30 June 2016

By Order of the Board

Inspur International Limited
Wang Xingshan

Chairman

Hong Kong, 26 August 2016

As at the date of this announcement, the Board comprised Mr. Wang
Xingshan and Mr. Jin Xiaozhou,Joe as executive Directors, Mr.Samuel
Y.Shen and Mr. Dong Hailong as non-executive Directors; Mr. Wong Lit
Chor, Alexis, Ms. Zhang Ruijun and Mr. Ding Xiangqgian as independent
non-executive Directors.

Other Information
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Condensed Consolidated Statemel or L
HHRFEREREMEERER (REET)

The board of Directors (the “Board”) of Inspur International
Limited (the “Company”) present the unaudited consolidated
results (the “Unaudited Consolidated Results”) of the Company
and its subsidiaries (the “Group”) for the six months ended 30
June 2016 together with comparative unaudited figures for the
corresponding period in 2015. These interim results have not
been reviewed by the auditors of the company, but have been
reviewed by the audit committee of the company.

Continuing operations BEREER

Revenue LR

Cost of sales 4 B AR

Gross profit EA

Other income HAKA

Increase in fair value of KEWME 2 R BN
investment properties

Administrative and other THEEMEEER
operating expenses

Selling and distribution expenses THE KR53 EHA AR

Share of profit of associates FE(R B R R AR

Loss before taxation BR7% A& 1R

Taxation I8

Loss for the period from FIBICE FE TSR B
Continuing operations BRE1E 1R

Discontinued operations BRI

Profit for the period from B AR IERIEHEA A& A

discontinued operations
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of Profit 4rﬁ|”.;stand Other Comprehensive Income (Unaudited)

REBBRAERAR(ARBN2EEZS
(EF2 DMAZERARRREMBA
A AR DBE—FT—RFRNA=T
BLIEAREA ZRREZRGE S FATRE
ERGAFRDNER T -—AFRBLZ
ABEBEZLLBETF - ARBXBERE
B MRk A - BEFHIRACAARRE
“REEEM

Six months ended 30 June
BEASA=THILAEA

2016 2015

—F-—Xx"E T 0F

Notes HK$°000 HK$'000
Kt FET FET

(unaudited) (unaudited)
(RAZZFER) (RAZEZFZ)

(restated)

(BEZ%Y)

2 521,703 432,175
(368,862) (311,037)

152,841 121,138

3 58,918 33,620

3,059

(137,329) (105,713)
(89,510) (79,081)

7.831 21,589
(4,190) (8,447)
5 (798) (9,278)
(4,988) (17,725)

7 — 18,611
(4,988) 886
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Condensed Consolidated Statement of Profit orL@d ther Comprehensive Income (Unaudited)
HHGEEEREMEERER(REET)

Six months ended 30 June

BEANA=THIEAEA

2016 2015

—¥-~F —T-Af

Notes HK$'000 HK$°000
T3 FHAT FET

(unaudited) (unaudited)
(RAER) (RAEFEZ)

(restated)
(BES)
(Loss) profit for the period attributable AN Bl A A B EIA
to owners of the Company (E518) = F)
— from continuing operations —REBEREER 6 (5,179) (16,698)
— from discontinued operations —RE R ILF — 18,611
(Loss) profit for the period attributable N2 BB A EIEEEA
to owners of the Company (JB18) %A (5,179) 1,913
Profit (Loss) for the period attributable — FEIZR%#ES (G BRI
to non-controlling interest (E518)m A 191 (1,027)
(4,988) 886
(Loss) earnings per share from B (EE) &
continuing and discontinued REFELER
operations ERIEERTS
Basic HA (0.57) cents 0.21 cents
Diluted e (0.57) cents 0.21 cents
Loss per share from continuing BREERERHE
operations BT
Basic HAK (0.57) cents (1.85) cents
Diluted #E (0.57) cents (1.85) cents
REBBEBRERAT | —F—XPHEE » 19



Condensed Consolidated Statement of Pro it“r/lpssand Other Comprehensive Income (Unaudited)
BHGRAESERAMEERERCREET)

Six months ended 30 June

BEANA=THIEAEA

2016 2015
—¥-xF —T-nf
HK$'000 HK$°000
FHAT FAT

(unaudited) (unaudited)
(FRAEER) (RAEERZ)

(restated)
(EZEZ)

Net (loss) profit for the period from HIA (BB ) a Pk BB EE

continuing and discontinuing I

operations (4,988) 886
ltem that may not be reclassified to TreEMHBEEEER2EE

profit or loss
Other Comprehensive (expenses) Income: Efih 2 EHES
Exchange Difference arising Fg BRIV EEE 2

on translation M H ZERE (40,727) 7,183
Gain on revaluation upon transfer from — EEY¥ - BENEES

property, plant and equipment to KEWE 2 BfhWE

investment properties 55,351
Deferred tax on revaluation upon EHEME  BERERER

transfer from property, plant and KB 2 BEHELETIA

equipment to investment properties (13,124)
Total Comprehensive Income HA 2 E s

for the period (3,488) 8,069
Total comprehensive (expenses) e 2 E K&

income attributable to:

Owners of the Company RRBIHEB A (3,582) 9,092

Minority interests DB R e e 94 (1,023)

(3,488) 8,069
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Condensed Consolidated Statemenjéf

inan
BHGZES B R RCREEST)

| Position (Unaudited)

30.6.2016 31.12.2015
AL —E-hF
HiaF AA=+H +=ZA=+—H
Notes HKS$000 HK$°000
FET FEr
(unaudited) (audited)
(KRAEER) (A& &%)
Non-current assets FREBEE
Property, plant and equipment EN N E T 486,825 505,788
Investment property wEME 321,828 269,255
Prepaid lease payments T EREE 34,358 35,564
Available-for-sale Investment A ERE 20,984 21,454
Interests in associates BN R R 143,945 127,679
Interest in a jointly venture BENAER 150,529 166,024
1,158,469 1,125,764
Current assets RBEE
Inventories 58 9,958 1,945
Trade and bills receivables 2 5 EWRR R
A e 9 109,742 116,198
Prepaid lease payments TRt T ERER 855 874
Prepayments, deposits and BRFIE - 'EXk
other receivables H fih pEUg BR FR 82,147 51,108
Amounts due from customers EREFPERIE
for contract work FKIE 25,526 26,073
Entrusted loans receivable e ZRFEE K 11 341,772 —
Amount due from ultimate FEW B AR IR A F)
holding company KR 9 2,489 1,166
Amount due from fellow FEW RIS E B A 7]
subsidiaries FE 9 207,426 143,833
Pledged bank deposits EEARITER 14,368 14,994
Bank balances and cash RITHESB LIRS 561,776 1,095,218
1,356,059 1,451,409
REBBEBERAT | —FT—XPHEE »
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Condensed Consolidate‘d‘fgtatemgnt of‘Financial Position (Unaudited)
AR SHBRRRCREE)

Current liabilities
Trade and bills payables

Other payables, deposits received
and accrued expenses
Amounts due to customers for
contract work
Amount due to ultimate
holding company
Amount due to fellow subsidiaries

Deferred Income-government grant
Taxation payable

Net current assets
Total assets less current liabilities

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

Capital and reserves
Share capital
Reserves

Equity attributable to owners
of the Company

Minority interests

Total equity

RBEE
B2 R IRF R
ANES
HipENERF - 2o
B MR
BRNEFAEH
THIERA
B AR X AR

FEfS R & BB QA
TR
BEIEW A — BT # B
FEBIIIA

REEEFH
REERRBAE

FRBEE
EIEWA — BT HBR
EEFRIARE

EX KA
EEN
fFéf

EA/NGCIE PN A 5o

DR RS

RS
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30.6.2016 31.12.2015
—E-RE —T—RF

Kt ~NA=+H +=—A=+—H
Notes HKS$000 HK$'000
FET FET
(unaudited) (audited)
(RABER) (FE &%)

10 105,531 134,164
436,934 470,169

114,795 117,858

10 780 1,095
10 36,330 43,592
— 12,118

33,515 10,425

727,885 789,421

628,174 661,988

1,786,643 1,787,752

32,538 28,074

31,564 19,753

64,102 47,827

1,722,541 1,739,925

12 9,015 9,015
1,712,267 1,729,745

1,721,282 1,738,760

1,259 1,165

1,722,541 1,739,925




Condensed Consolidated Stateme;tlﬁ

€ Vin Equity (Unaudited)
HHSREREEFHR(KREET)

Retained
Share profits
Share Share Special other option  Translation (loss) Minority
Capital ~ Premium  Reserve  Reserve  reserve  reseve  RiEdAl Total  interests Total
Ra  REEE GRRE  AMRE BREGE ENEE (58 i JUhRRES fait
RSO0 HKSOOD  HKSO0D  HKSO0D  HKSOD  HKSOD  HKSOOD  HKSUOD  HKSUOD  HKSOOO
fér  FEr  TEn  fEr  FEr  TEn fAr TEr fEn FAr
At 1 January 2015 AE-1f--A 9,015 953077 9 13443 0613 237528 595835 1,831,613 293 183455
Bxchange differences N

aisngfrom tansation R ER

of overseas operation - - - - - 1179 - 1179 4 7183
Profit oss) for the period &R = - - - - - 1913 1913 (1.007) 86
Total recogise proft BrBED.

(loss) for the period BEHE = - - - - 7179 1913 9,092 (103 8,069
Dividend payeble Bfifke = = = = = — o) (7.0) - (104
At 30 June 2015 W-%-1f

~B=1AH 9,015 953,077 92 13443 0613 244707 50702 1,813,659 1920 1815579
At1 January 2016 H=F-5E

-R-A 9015 953077 9 (2,638) 40,550 153,974 584,686 1,738,760 1165 1,739,925
Bxchange differences AR

aisngfrom tensation ~~ ZERER

of overseas operation = = = = = (40,630) = (40,630) @) @)
Profit oss) for the period. PR = = - - - - G179 (5179) 191 (4.88)
Recognitonof farvale ~ BZRENELLE

of Investment property nn a1 nn

Recogriton of AR

Share option 13,150 13,150 13,150
Dividend payable A = = = = = - (a0 (21.040) - (104)
Tolecoguiseequy ~ HAEEAER

for the period = = = o 13,150 (40,630) (32.205) (17478) 9% (17,384)
At 30 June 2016 HNoE-AE

~A=1AH 9015 953077 9 39,503 53,700 113,344 552461 1,721,282 1259 17254
REMEBRERAR | ZT—AFHES »
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Condensed Consolidated Statement of €ash Flow Statement (Unaudited)
RS ERERER(REET)

NET CASH USED IN OPERATING
ACTIVITIES

NET CASH USED IN FROM INVESTING
ACTIVITIES

NET CASH USED IN FINANCING
ACTIVITIES

NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF PERIOD

EFFECT OF FOREIGN EXCHANGE RATE
CHANGES

CASH AND CASH EQUIVALENT AT
END OF PERIOD, REPRESENTED
BY BANK BALANCES AND CASH

LEXBRELNRESFH

EHARREXBNREFE

EHRARBMEXRBNRSFHE

RERAESEYIEM
(R) B
HANBRERAEEED

SMNEERNB 2 RE

HRBRERAEEED
RITERRRE
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Six months ended 30 June

BEANA=THIEAEA

2016 2015
—E—RE —EF—HF
HKS$'000 HK$'000
FET FET
(unaudited) (unaudited)
(RABER) (RAEFEZ)
(91,254) (132,026)
(391,930) (162,145)
(27,046) (27,046)
(510,230) (321,217)
1,095,218 1,015,994
(23,212) 3,970
561,776 698,747




Notes to the(@en

BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES

BASIS OF PREPARATION

The condensed financial statements have been prepared
in accordance with Hong Kong Accounting Standard 34
“Interim Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants and the applicable
disclosure requirements of the Listing Rules.

PRINCIPAL ACCOUNTING POLICIES

The condensed financial statements have been prepared
under the historical cost basis, except for certain financial
instruments, which are measured at fair value.

The accounting policies used in the condensed
consolidated financial statements for the six months ended
30 June 2016 are consistent with those followed in the
preparation of the Group’s annual consolidated financial
statements for the year ended 31 December 2015.

In the current interim period, the Group has applied the
following new and revised Hong Kong Financial Reporting
Standards (“HKFRSs"”) issued by the HKICPA which are
effective for the Group’s financial year beginning 1 January
2016.

1.

REEBEERQA

inancial Statements
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Az BREEMBERRMERZE
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'Notes to the Condense
AR E BBWMERMEE

1. BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES (continued)

PRINCIPAL ACCOUNTING POLICIES (continued)

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

Amendments to HKAS 1 Disclosure Initiative
Amendments to HKAS Clarification of Acceptable
16 and HKAS 38 Methods of Depreciation and
Amortization
Amendments to HKAS Agriculture: Bearer Plants

16 and HKAS 41

Amendments to HKAS 27 Equity Method in Separate
Financial Statements

Amendments to HKFRS 10, Investment Entities:
HKFRS 12 and HKAS 28 Applying the Consolidation
Exception
Amendments to HKFRSs Annual Improvements to

HKFRSs 2012 - 2014 Cycle

The application of the above new or revised HKFRSs in
the current interim period has had no material effect on
the amounts reported in these unaudited condensed
consolidated financial statements and/or disclosures set
out in these unaudited condensed consolidated financial
statements.
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Notes to the@éﬁ

BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES (continued)

PRINCIPAL ACCOUNTING POLICIES (continued)

The Group has not early applied the following new and
revised HKFRSs that have been issued but are not yet

effective:

HKFRS 9

HKFRS 15

HKFRS 16

Amendments to HKAS 7

Amendments to HKAS 12

Amendments to HKFRS 15

Amendments to HKFRS 10
and HKAS 28

! Effective for annual periods beginning on or after 1 January

2018.

Z Effective for annual periods beginning on or after 1 January
2019.

3 Effective for annual periods beginning on or after 1 January
2017.

4 Effective for annual periods beginning on or after a date to

be determined.

The Group is in the process of making an assessment on
the impact of these new standards, amendments and
interpretations. The Group considers that these new and
revised IFRSs are unlikely to have a significant impact on

Financial Instruments’

Revenue from Contracts
with Customers!

Leases?

Disclosure Initiative?

Recognition of Deferred
Tax Assets for Unrealized
Losses®

Clarifications to HKFRS 15
“Revenue From Contracts
with Customers”!

Sales or Contribution of
Assets between an
Investor and its Associate
or Joint Venture*

the Group's financial reports of the coming year.
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28

REVENUE AND SEGMENT INFORMATION

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

Business segment

The Group is currently organized into software
development and solution and software outsourcing.
An operation regarding to the communications industry
solutions business and financial business was completed
disposal in the last corresponding period (“Discontinued
Operations”). The Segment information reported below
does not include any amounts for these discontinued
operations, which are described in more detail in note 7.
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Notes to the Condensed Financial Statements

REVENUE AND SEGMENT INFORMATION 2.

(continued)

Business segment (continued)

About these operating divisions is presented below:

Continuing Operations

Revenue
Segment results

Unallocated income
Unallocated corporate expense
Share of results of associates

(Loss) before taxation
Taxation

(Loss) for the period

HREEEEE

n=

- JEE g M I\ K A 4
BB ES D fRES

AOBHA

A EC R
()N E
BRELATE 1B

BiIA

HNEE

B RLRS M RRMEE

EEHENRSEER®)

Segment revenues and results for
the six months ended 30 June 2016
BE-_Z—A"FXRA=tHILEA~ERZ

REFZDBRARFE

Information
technology services

= BRI AR

Software
development

and solution Software

BHFB%  outsourcing Total
RRRAR B =a
HKS$'000 HKS$000 HK$'000
FET FET FET
359,647 162,056 521,703
8,293 (1,647) 6,646
14,740

(33,407)
7,831

(4,190)

(798)

(4,988)
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2. REVENUE AND SEGMENT INFORMATION 2. EEERIEER®
(continued)
Business segment (continued) E VS E(C)
Continuing Operations (continued) FrE & (B)

Segment revenues and results for
the six months ended 30 June 2015
HE-ZT-—RFAA=THIEAREAZ
NEBEZDBWARFEE

Information technology services

= B R AR
Software
development
and solution Software

B outsourcing Total
M ERAR T 2 NS Ka
HK$ 000 HK$'000 HK$'000
FET FET FET
Revenue S 296,775 135,400 432,175
Segment results e A T E (28,172) 1,919 (26,253)
Unallocated income RO BLUA 410
Unallocated corporate expense F 7Bt (M (4,192)
Share of results of associates — FE{GEGE A B 2EAE 21,589
(Loss) before taxation MR F R ES 18 (8,446)
Taxation HiIE (9,279)
(Loss) for the period HANES1E (17,725)
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OTHER INCOME

Interest income FLEWA

VAT refund IREBR
Government subsidies and grants BB 8L
Rental income HEBA
Others HAth

LOSS BEFORE TAXATION

Loss before taxation has been R AT S 1R A HORR
arrived at after charging: TFEIBREE
Cost of inventories recognised ERAAZA

as expenses FEKA
Depreciation e

AR S MR EE

3. HMEBKA

Six months ended 30 June

BEANA=THIEAEA

2016 2015
—E-XRF —E—hF
HK$'000 HK$'000
FET FET
13,768 12,861
21,056 19,019
12,054 47
11,682 322
358 1,371
58,918 33,620

4. BREIAIEE

Six months ended 30 June
BEZA~A=1+HIEAEA

2016 2015
—E-RE —T—NF
HK$’000 HK$'000
FET FET
94,533 63,813
9,693 6,092

Iff
v
L
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5. TAXATION

32

Current tax: S

Hong Kong BB

PRC Enterprise Income Tax Bl ZEAET
Deferred taxation IRIETIR

Enterprise income tax rates applicable to the Group's
subsidiaries in the PRC are ranging from 10% - 25%,
and have been applied to calculate the Group’s PRC
Enterprise Income Tax in accordance with relevant laws
and regulations in the PRC.
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Six months ended 30 June
BZASA=1THLAEA

2016 2015
—E-REF —T—A1F
HK$'000 HK$'000
FET FET

— 9,278

798 —

798 9,278

AEBETERBARBERNDRE
BB ER10% E25% °
CEMGHERBEEBTEER R

AR -
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(LOSS)/EARNINGS PER SHARE 6. BR(EE)ER

The calculation of basic and diluted earnings/(loss) per BARIERRRERE ARETR
share attributable to the ordinary equity holders of the ERREER(ER) HRE T
parent is based on the following data: HIREE -

Six months ended 30 June

BEANA=THIEAEA

2016 2015
—E-RE —_ZT-hF
HK$°000 HK$°000
FET FET
(restated)
(EEZ))
(Loss)/profit from continuing REFELER
and discontinued operations ERIEER(BE)ZF
(Loss)/earnings for the purpose of STEEREREF
basic earnings/(loss) per share PR 2 (E518) &7
((Loss)/profit for the period attributable (A BIAERE A
to equity holders of the parent) FEEHAM (E518) & A)) (5,179) 1,913
(Loss)/Earnings for the purpose of AAESEEERNPTRA 2
diluted (loss)/earnings per share (EB8R) &M (5,179) 1,913
Loss from continuing operations REFERSEEBER
Loss for the purpose of basic loss FTESRERNEEMRAZ
per share (Loss for the period B8 (B2 Rl
attributable to equity holders of A AEIEEBRAERE)
the parent) (5,179) (16,698)
Number of shares (in thousands) R
Weighted average number of ordinary st ESRERAEFFIRAZ
shares for the purpose of basic N EmaR g E
(loss)/earnings per share 901,536 901,536
Effect of dilutive potential ordinary shares EfEEEE L RAL 2 2
— share options — AR — —
Weighted average number or AESREERT(EER)
ordinary shares for the purpose of FrER A 2 ik 15
diluted (loss)/earnings per share TmRE A 901,536 901,536
REBBEBERAT | —FT—XPHEE »
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7. DISCONTINUED OPERATIONS

AT June and September 2015, the company has completed
the disposal of communications industry solutions
business and financial business. Details of disposal of
communications industry solutions business and financial
business are set out in the announcement dated 10 April
2015 and 9 July 2015 and the circular date 14 May 2015
and 5 August 2015.

The profit for the period from discontinued operation is
analysed as follows:

(Loss) profit of business operation BEEBENESRED

for the year NEABIRBFI(EE)
Gain on disposal of business REBEXBLEH
EBERTIS

8. DIVIDEND

The Board of directors does not recommend the payment
of a dividend for the six months ended 30 June 2016 (six
months ended 30 June 2015: nil).
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7 Bl FERK &SR BIRE MOR B © Bl
X% - HERBBEXBRERE
BHER2HENR T —AFN
AtBEREtANBHRMHARRKEB
HR-ZE-RFAATEBERNAR
FEABK -

REHEERIEXZBEMDIAT -

Six months ended 30 June
BEZA~A=1THIANER

30.6.2016 30.6.2015
RZB—XRE R-_Z—HF
HK$000 HK$ 000

FET FET
— (57,153)

— 75,764

— 18,611

BRE

B 1E 7S 8 A A 3 AP H AR B (

EEEREE T E A=
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TRADE AND BILLS AND OTHER 9. EWERR  EWREEREAM
RECEIVABLES FEUR R

AEEREZFEFREREFHI0BE
210 HAVERERER o

AT R E 5 e WEBR TR N UL [R] & B
B AR R EIER A BNEE

M RRER DA -

The Group allows an average credit period of 30 to 210
days to its customers.

An aged analysis of trade receivables, amounts due from
fellow subsidiaries and ultimate holding company at the
balance sheet date is as follows:

30.6.2016 31.12.2015
R-B-AE N-T-1F
AB=+H +=A=+—~

HK$000 HK$ 000
FET FET

Trade and bills receivables =) A E O e
0-30 days 0-30 H 26,449 29,525
31-60 days 31-60 H 13,242 5,874
61-90 days 61-90 H 2,423 6,862
91-120 days 91-120 H 4,408 19,356
121-180 days 121-180 H 694 6,937
Over 180 days 180 HEA 62,526 47,644
109,742 116,198
30.6.2016 31.12.2015
R=ZB—RE RKR-ZT—AF
ANA=+H +—A=+—H
HK$’000 HK$ 000
FET FET

Amounts due from fellow subsidiaries & 7] &= B[ B A &)
0-30 days 0-30 H 79,260 18,858
31-60 days 31-60 H 15,244 1,552
61-90 days 61-90 H 4,389 14,702
91-210 days 91-210 H 4,155 101,928
Over 210 days 210 HBA £ 104,378 6,793
207,426 143,833
REBEEBARLX2AE | ZE—APHEE »
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9. TRADE AND BILLS AND OTHER
RECEIVABLES (continued)

Amounts due from ultimate JEW R AR IE IR A R
holding company

0-30 days 0-30 A

31-60 days 31-60 H

61-90 days 61-90 H

91-120 days 91-120H

Over 120 days 120 HA E

10. TRADE AND BILL AND OTHER PAYABLES

Average credit period taken for trade purchases is up
to 30 to 120 days. The following is an aged analysis of
trade payables and amount due to fellow subsidiaries and
ultimate holding company for the purchase of goods and
services at the reporting date:

9. EWHRR - EWmE&Eﬁ

@L&FA
30.6.2016 31.12.2015
REB—FRE R_Z—HF
~NA=+H +=—A=+—H
HKS$000 HK$ 000
FET FET
1,124 621
— 27
1,365 518
2,489 1,166

10. EZERERXK

FEAS 3K

- RERHAb

BB ERMFH/30HE120
He AT RESEMNES &F‘HH
BB AR KRB &R
REE B RRRE DT

30.6.2016 31.12.2015
R=Z—ARF RZT—1F
AA=+H +=—HA=+—H
HK$’000 HK$ 000
FET FET

Trade and bills payables Z S EMNERR R ENER
0-30 days 0-30H 18,486 36,613
31-60 days 31-60 H 5,041 16,609
61-90 days 61-90 H 2,786 3,095
Over 90 days 90 HU 79,218 77,847
105,531 134,164

36 < INSPUR INTERNATIONAL LIMITED | Interim Report 2016




Notes to the{@en\

10. TRADE AND BILL AND OTHER PAYABLES

(continued)

Amounts due to fellow subsidiaries
0-30 days

31-60 days

61-90 days

Over 90 days

Amounts due to ultimate
holding company

0-30 days

31-60 days

61-90 days

Over 90 days

ARIEESE =P
0-30H

31-60 H

61-90 H

90 HMA £

&N BERASTE X 2N A,
R BRI A )

0-30 H
31-60 H
61-90 H
90BN E

gy
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10. ESENERR  EBERHM
PEFFR (@)
30.6.2016 31.12.2015
REZB—FRE R-_Z—AF
~NA=+H +=—A=+—H
HKS$000 HK$ 000
FET FEIT
2,728 5,618
202 —
30 27
33,370 37,947
36,330 43,592
30.6.2016 31.12.2015
R=ZB—RE RIZE—AF
ANA=+H +—BA=+—H
HK$000 HK$ 000
FET FET
59 666
57 —
57 —
607 429
780 1,095
RHMERERAT | B ATRHEE »



'Notes to the Condense
AR E BBWMERMEE

11. ENTRUSTED LOAN RECEIVABLE

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
Electronics Information Industry Co., Ltd, a fellow
subsidiary of Group, through a financial institute. The
entrusted loan receivable of HK$341,772,000 at 30 June
2016 was interest bearing at 4.35% per annum and
matured and settled in September 2016.

12. SHARE CAPITAL 12.
Ordinary shares of HK$0.01 each FAZ0.01 BT 2 E@mR
Authorised: EE

At 1 January 2016 RZZE—RF—H—H
Issued and fully paid: BETRERE

At 1 January 2016 RZZE—RF—H—H

At 30 June 2016 R_TB—RFRA=1TH

All shares issued during the period rank pari passu with
the then existing shares in all respects.
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W ETEER

AEER-Z—WFNA=T1H
I —HEZEETERGE B
I AEERERIRS KRR
SENRASEEMBAFTRBETFE
MEERNDERAAIREERE
HKeR=—_FBE—XREXA=1+8"
JiE Wg & 35X B 30 341,772,000/ T i%
4.35% K FFEFERRZF—
FNARR AR ERE -

i 2
Number
of shares
BHEE
‘000 HK$000
F FHATE
2,000,000 20,000
901,536 9,015
901,536 9,015

T
N
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i
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H
U
o
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13. RELATED PARTY TRANSACTIONS 13. BEALRS
Apart from the amounts due from and to related parties KRERAFEEEEREBERTERNE
as disclosed in the condensed consolidated statement W K FE AT B ESE A T RIESN - IR
of financial position, certain of which also constitute BEAERSET EMRAIE 14AF - K
connected transaction under Chapter 14A of Listing Rule SEEEEATHRZBKBEER
of HKEX, the Group had entered into the following related 5 » REBAREARS K& AT @R
party transactions during the period: 2

Six months ended
BEASA=1+HIEAEA

30.6.2016 30.6.2015

A —E-hF

Note HKS$°000 HK$'000

KiaE FET FEr

Supply Transactions HERZ S (i) 6,654 9,754
Selling Agency transactions HERERS

(1) Aggregate transactions amount M EARS & (ii) 127,189 127,252

(2) The related commission amount () B & & %8 1,259 494

Purchase Transactions RERS (iii) 5,402 38,194

Common Services Transactions NHRBRZ S (iv) 6,172 6,827

Leasing Services Transactions HE R (v) 11,682 322
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13. RELATED PARTY TRANSACTIONS (continued)

Notes:

0)

(ii)

(iii)

(iv)

(v)

The Group will supply Inspur group goods and service with
reference to the market price.

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

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

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

The Group shall provide office for use (Leasing Services)
to Inspur Group. The expense 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 favorable than the terms
available to independent third parties for provision of
similar services.
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13. BEAXRZ @)

0)

(ii)

(iii)

(iv)

(v)

AEEZTZERESR TR
&£HE -

AEBZERGEEETASEE
EmREEZHERE  RES
BB TSR EREREHEE R
BE1% 2@ -

7R E5 (B35 1) R 3 5 B R S 2 i #K
EREM - RMEESHELE
PAEmNREZEE  SHATH
T2RBRREERMRNARERER
ZTEWE °

RASEREREERAKE
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