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Business Overview

Telecommunications and Internet

The Group is one of the early service providers in wireless Internet platform design, development and
operation, and also one of the largest professional service providers in application development and
adaptation for mobile clients. As a trusted partner of China’s telecommunications operators and

equipment makers, the Group provides its customers with product design and development, and

operation and promotion services such as mobile payment, mobile instant messaging, mobile SNS,
enterprise mini blog, mobile application stores, PTT (push to talk intercom phones), embedded
browser, mobile advertising platform, etc. Through development of products for Fetion of China

Mobile, the Group has a solid foundation in the field and will promote integrated communication

strategy for China Mobile.

The Group has been providing long-term services for well-known Internet IT companies. The Group
strengthened customer cooperation and established capability centers, improving servicing
efficiencies. Leveraging on the accumulation of Internet industry experiences, the Group achieved
breakthroughs in multiple large customers in the Internet industry. The Group consolidated its industry
solutions and provided customers with “end-to-end” services, further maintaining its leading industry
position. The key customers in the Internet industry include Tencent, Alibaba, Baidu, and etc. For
example, the Group signed a strategic cooperation with Tencent Cloud to become its highest ranked
channel partner. Furthermore, the Group signed a strategic cooperation with Baidu to start a
comprehensive partnership in Al development, and together with Baidu, help promote smart
upgrades.

Manufacturing Logistics

The Group has been actively engaged in the manufacturing logistics industry for many years and owns
a number of proprietary intellectual property software, such as the Production Execution System
(MES) and the Logistics Operations Management System (LES). They provide customers with
sophisticated bottom-level automation systems and top-level decision support systems. The Group
has a leading market position from factory application to group control, from management consulting
to IT planning to system development, from IT operation to maintenance of “end-to-end” services. The
business scope includes tobacco, machinery and equipment manufacturing, automotive, steel,
pharmaceuticals, printing, paper and other industries. As the IT strategic partner of the tobacco
industry, the Group has the core advantages of keeping up with the market trend and leading IT
capabilities, qualifying itself to participate in the establishment of industry application standard. The
Group has 100% coverage of the top 100 tobacco companies and provides integrative platform
services for different applications. The MES business continues to expand and has the number one
market share in the industry. Secondly, the Group, through management application phases,
established a safe enterprise manufacturing environment, satisfying the accuracy of raw material
tracking and inventory and increasing enterprises management level. Next, through big data projects,
the Group further increased its big data capabilities and accumulation of experiences to be used in
more and different industries. Lastly, in order to adapt to the new technologies and IT requirements,
the Group developed a safety management system surround the industry, forming a one-stop safety
and operation IT solution based on the cloud. Through the formation of a unified platform (cloud
platform), the Group will continue to expand its cloud integration and platform development
(customized) capabilities and with Huawei create joint hybrid cloud solutions to be applied to many
industries.
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The smart manufacturing cloud is based on the standard model of a smart factory and uses a SaaS
model to serve the government related industries, manufacturing companies, society and consumers.
It is a combination of “smart industrial applications” that supports the development of urban industries
and enterprises. The Group, with the goal of Smart Manufacturing Cloud to increase industry upgrade
transformation and “value change” capabilities, developed a smart industrial ecosystem to provide
new technological applications, based on cloud computing, big data, and mobile 10T, in research and
development, design, process, processing, logistics and the full-service process. There are three
major service advantages with this. First, to integrate all the ecosystem resources and promote
resources sharing for all manufacturers and their supply chains. Next, through the new PaaS platform
(facing the “new manufacturers), to build a rich industry template datable to support the development
of different manufacturing applications and needs. Lastly, to use industrial diagnostic cloud, cloud
MES, cloud PDM, cloud ERP, cloud real-time site management, and other SaaS applications to
support the implementations of the solutions.

The Group, using its smart manufacturing cloud as foundation, has started working with local
governments in Jiangsu, Chongging, etc. to collaborate with their smart manufacture demonstration
zones. The Group will, through the establishment and operation of the smart manufacturing cloud
platform, promote the “establish pioneering manufacturing bases that are globally competitive”
initiatives, to help manufacturers realize digitalization, smart evolution, and help built said bases faster,

promoting true smart manufacture transformation.

Hi-Technology

The Group’s high-technology business has clients located in America, Europe, Japan and Greater
China, to whom the Group provides comprehensive and tailor-made services. Standardized delivery of
services was achieved through delivery centers set up around the world. According to IDC’s market
research reports, the Group was ranked in the top 3 in China’s overall offshore outsourcing market,
and ranked in the top 2 in the European and American market. For the 8th consecutive year, the
Group was named as “Global Outsourcing 100” by IAOP (International Association of Outsourcing
Professionals). The Group’s major customers include Microsoft, GE, etc..

The Group is Microsoft’s first Global Premier Vender in the PRC, Microsoft’'s most valuable global
vendor, and a preferred supplier of Microsoft's MCS (Microsoft Consulting Services) in the PRC. It has
also obtained the certification COPC (Customer Operations Performance Center).

At the same time, Catapult, a subsidiary of the Group, is one of Microsoft's 32 Solution Providers
(NSPs). Its business experts cover all of Microsoft's products and became a vendor with Azure,
Microsoft 365 and Dynamics 365 Microsoft cloud products. In 2018, Mrs. Gavriella Schuster, Senior
Vice President of Microsoft’s global partner company, became the Group’s non-executive director,
further strengthening the Group’s strategic cooperation with Microsoft to serve Microsoft’s global

customers.
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vi.

Vii.

Government and Large Enterprises

Over the years, as a pioneer for e-government, the Group has leveraged its extensive industry
experience and its understanding of the intrinsic nature of customers’ needs and based on Resource-
One, undertaken a number of key national technological projects. As the chief integrator, the Group
has achieved outstanding results in a number of national Golden Projects, such as Golden Auditing,
Golden Quality, Golden Insurance, Golden Agriculture (Agricultural Management and Service
Information System), Golden Macroeconomic Management (Macroeconomic Management Information
System) and Golden IC-Card Projects, by which Resource-One was recognized by CCID as the top
brand among e-government application support platform products in China, establishing a

comprehensive leading position in e-government. According to IDC market research, the Group has
maintained among the top three in the overall rankings in the market of government industry solutions
for a number of consecutive years.

Public Service

Through years of professional experience accumulation, the Group maintained the leading market
position in public transportation, railway transportation, airports, and other related transportation
related solutions market. The Group three “firsts”. The first nationwide “one card access” payment
and clearing system, ticket exchange payment and clearing system, and AFC system (automated fare
collection system with proprietary I1P). The Group provides its transportation clients with AFC system,
ACC system, rail transportation project management, smart transportation, airport operation
management system and other solutions, professional application integration and operation and
maintenance services. The Group’s ACC system takes the majority of the market share in China. The
Group provides security management, material management and big data and development services
to a number of airport and port customers.

In the energy sector, the Group maintained its “Provide Value Add Services for Its Customers” belief,
and through a series of partners, formed partnerships with key clients in subsectors including power
generation, power grids, and mining, providing them with industry specific solutions, professional
management, and management solutions. The Group independently developed the power industry
products, supported by a professional team and excellent operational system, and joined Huawei to

expand the market in the fields of power marketing and production management.
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MAJOR ACCOMPLISHMENTS

JointForce (JF) — Software Eco-Cloud Platform

The JointForce Platform focuses on providing customers with “more, faster, better and convenient” software
services, with the continuous upgrading and optimization of services content and capabilities and the
continuous evolution and upgrading of business models, JointForce expanded its resources to more than
400 cities (districts and counties). JointForce has more than 420,000 engineers, more than 20,000 service
providers and 55,000 contracting companies . In 2018, contract value amount was over RMB2.8 billion.
JointForce formed a cloud ecosystem focusing on software development field, and have made significant
progress in the demand side, supply side and platform construction.

On the demand side, JointForce is based on the “Cloud Integrative” service platform to connect the
government’s software service demand, and relies on the “Honeycomb” industry Internet enabled platform to
connect the software service demand of the manufacturing industry and gather IT solutions of the intellectual
manufacturing industry, building the ecosystems of the government and enterprise.

During the reporting period, JointForce launched the “Cloud Integrative” service for government
informationization, and built an “Internet+software transaction service platform”. It has signed strategic
cooperation agreement of “Cloud Integrative” services with the governments of Nanjing, Xi'an, Baiyun District
of Guangzhou, Yubei District of Chongqing and Zhenjiang. The “Cloud Integrative” platform registered more
than 3,000 government units, with 263 cumulative service projects, and the amount of service projects
exceeded RMB100 million. Among them, Nanjing and Xi'an have completed the “Cloud Integrative” pilot
verification and entered the formal operation stage. The “Cloud Integrative” platform supports supplier
selection and bottom line management through massive digital resources-based supplier big data services,
achieving the goal of “finding the most suitable enterprise in the shortest time”. This has shortened the
procurement cycle by 30%. The “Cloud Integrative” platform, through the full-online project delivery
environment, help to manage project schedules, risks, problems, code quality, core personnel investment,
online software asset management, forming a closed loop from procurement to delivery, and achieving the

goal of “enhanced delivery acceptance control and overall upgrade of management efficiency”.

On the supply side, JointForce collects and connects with a wide range of software suppliers through “cloud-

based software park”. During the reporting period, the “cloud-based software park” has made rapid progress

in Zhejiang, Guangxi, Guangdong and Shandong provinces. It completed the construction of service platform
for the park, and provided services in key provinces such as Jiangsu, Shandong, Zhejiang, Hubei, Anhui,
Chonggqing, Shaanxi, Fujian, Guangdong and Guangxi and will continue to build the JointForce software
ecosystem.
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In addition to the above-mentioned breakthroughs in demand side and supply side, JointForce continued to
optimize and upgrade. During the reporting period, JointForce completed accurate portraits, also known as
due diligence, of 13,000 enterprises, built enterprise capability and credit model, implemented data platform
2.0 and intelligent recommendation system 3.0 based on “Al+big data”, strengthened big data analysis
capability, enriched digital marketing tools, and constructed digital operation system. During the reporting
period, JointForce worked with the Beijing branch of China Unicom to develop solutions such as Internet of
Things and big data, set up online professional service stores, and launched such ecological zones as cloud
services, big data and intelligent manufacturing, and provided the cloud transformation and the political
exploitation service fast channel for the user. During the reporting period, JointForce fully optimized the
service flow, continuously upgraded the service system, enhanced the bilateral delivery experience, optimized
the online development environment, and the platform-hosted enterprise-level code has exceeded 1 billion
lines. During the reporting period, JointForce and China Software Industry Association jointly issued
Evaluation Standard for Software Service Provider's Delivery Capability to standardize the software delivery
process, optimize the structure of the software industry, and led the transformation and upgrading of the
industry.

. Intelligent Manufacturing
During the reporting period, JointForce followed the development trend of the “Made in China 2025 Core
Integrator” and carried out several strategic cooperation with well-known enterprises, research institutions
and governments. During the reporting period, the Group achieved strategic cooperation with Bosch of
Germany, FORCAM of Germany, ESI of France, Haier, Phoenix Contact of Germany, Fast Group and NARI
and other enterprises in the field of industrial Internet platform. The Group committed to co-building on-line
industrial manufacturing software services ecosystem. Among them, the “Collaborative Manufacturing
Platform Project for Commercial Vehicle Supply Chain” which the Group participates in was selected as the
“Industrial Internet Pilot Demonstration Project in 2018” by the Ministry of Industry and Information
Technology. The Group and the Turing Al Institute of Nanjing, led by Yao Qizhi, co-founded JointForce-Turing
Research Institute, which is committed to promoting the application of digital city, intelligent manufacturing
new technology, new business, new model and new business activities. The Group participated in the
investment of Turing Technology Fund, achieved the combination of industrial and financial development
model, and deepened the Group layout in the field of artificial intelligence. The Group, together with the China
Information Technology Industry Federation, promoted the construction of “Industrial Software International
Cooperation Industrial Base”, and planned to build an international industrial software industry group
integrating R&D, design, production and service within five years. The Group introduced a number of leading
industrial software enterprises, incubated more than 100 innovative industrial software enterprises, drove
related industry linkage to obtain more than RMB10 billion of revenue. The Group, in cooperation with China
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with Huawei, incubated the industry benchmark ISV, enabled the Huawei cloud partners, and built the Huawei
cloud partner ecosystem. Currently, the Group has built 10 incubation centers in Nanjing, Guangdong,

Beijing, Shanghai, Zhejiang, Hebei, Shaanxi, Chongqing, Fujian and Shandong as well as the supporting
technical support team of nearly 100 people, covering 10 representative offices of Huawei Group, helping
Huawei to jointly expand its 1,500 of cooperation partners and identify more than 120 NP cooperation

partners.

During the reporting period, the Group developed a new cooperation model with Tencent cloud, and
cooperated on such projects as operation and maintenance services of a municipal public security bureau, Ul
design of car networking, private cloud of a core media group; Through Tencent cloud independent software
vendor (ISV) authentication, the Group obtained Tencent cloud subcontract channel; Through Tencent
enterprise ISV authentication, the Group has access to Tencent enterprise sub-contracting channel and
becomes professional version of the product agency. Through its own research and development of audio-
video encryption solutions, the Group guides the Better Life electronic migration to Tencent cloud and single
audio-video distribution platform project.

Big Data

During the reporting period, the Group’s big data business firmly implemented the strategy of “focusing on
the industry” and “deepening dive into solution”. It continued to consolidate its existing advantages in the
financial industry, maintained a good development trend in the newly entered airports, all-in-one cards,
government affairs big data and other fields, and expanded to new high-potential manufacturing industry
customers, such as high-tech enterprises and automotive.

During the reporting period, the competitive advantage of data services in the financial sector was further
consolidated, great progress was made in the planning of forward-looking data platforms and the production
of data services. In the banking field, the Group focused on joint-stock banks and urban commercial banks.
Under the banking sector, the Group strengthened governance, the supervision of service entities and
industry development requirements to provide customers with mature mixed architecture big data platform
and data management governance platform solutions, and helped customers constantly improve operational
efficiency and management level in venture capital measurement and other advantages of data applications.
During the reporting period, the data control and governance project implemented for an urban commercial
bank was successfully completed and delivered. The urban commercial bank is a global banking of top 500
enterprises, which has high requirements in digital transformation and data governance, the Group’s big data
service team launched its implemented data management project successfully, which provided an important
guarantee for its new generation of core system high-quality operation. This project used a set of commercial
bank data control landing methods, tools and platform, with high degree of compatibility with “Guidelines on
Data Control of Banking Financial Institutions” issued by CIRC, which is expected to bring considerable
incremental customers under the good market prospects when the domestic commercial banks in the future
will large-scale implement Guidelines above. During the reporting period, a successful bid was made for the
venture capital measurement engine project of an important urban commercial bank in the Pan-Pearl River
Delta region. It is a customized solution for the venture economic capital measurement project of small and
medium-sized financial institutions made by MSCI and Chinasoft International, which will provide the best
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practice case for market venture capital measurement to serve more small and medium-sized financial
institutions in the future. During the reporting period, the construction of a big data analysis mining platform
for an urban commercial bank in cooperation with an Internet financial and technology giant was successfully
completed, and it is expected to continue to provide services in the customer’s follow-up projects, and also

has more in-depth cooperation with Internet technology companies in other financial and technology projects.

In the field of insurance, based on the deep understanding of business demand and technology development
trend, the Group provided continuous data platform construction and development services for its customers,

and has innovated and developed intelligent application products such as intelligent insurance pricing for
automobile insurance, intelligent competition analysis for property insurance, etc. and successful won several
large-scale insurance enterprises procurement projects. In addition, under the guidance of the insurance
regulatory agency, the second batch of Code for Data of Factors of Insurance Business was completed, and

the operation project of the Personal Accident Injury Insurance and Health Insurance Risk Management
Platform was successfully completed.

In the field of securities, big data platform structure, data management and governance, public opinion, risk
transmission, associated accounts and other big data basises and innovative applications have been
accumulated and explored, and together with the securities industry institutions, filling the information gap
with data intelligence technology. Spare no effort on both technology supervision for core institutions and
intelligent data analysis for business organizations. During the reporting period, a number of big data
consultation and implementation projects, including big data platform, data standard control, bond trading,

new generation of supervision and scientific and technological supervision, the customer and the enterprise
portrait were successfully awarded in the field of securities, bonds, futures, funds and management, etc. It
provided the high technical content and the practical efficiency data engineering service for the multi-level
capital market construction and the intelligence front line supervision.

During the reporting period, the intelligent airport business greatly expanded. With the down-to-earth project
accumulation and internal R&D investment in recent years, the team has initially formed a relatively
comprehensive big data solution of intelligent airport, becoming the leading domestic airport intelligent data
center construction service provider. During the reporting period, the Group won the bid for the Beijing New
Airport intelligent data center system, set up a big data analysis processing and distributed computing
storage platform with international advanced level, and used big data, artificial intelligence, complex event
processing and other technologies enabling “Airport 3.0 of Intelligent Airport”. The winning bid marks the
Group’s successful entry into the domestic airport’s first tier of intelligent data center service providers. The
project is progressing smoothly during the reporting period and is expected to be delivered on schedule with
the new airport in 2019. During the reporting period, the Group won the bid for Wuhan Tianhe International
Airport intelligent data warehouse construction project, and the project is progressing smoothly and is
expected to complete at the end of 2019. During the reporting period, the second phase of the West Airport
construction data center project will be completed and delivered with high quality, and the Group will provide
continuous data intelligent application development, data governance and data center maintenance services
in combination with customer digitization and intelligent strategy.
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During the reporting period, customers in the one-card industry were able to continue to expand, which
successfully won the bid for Jiangsu traffic one-card platform data mining project, and successfully
completed the final evaluation of the first phase of the project during the reporting period. The review experts
fully affirmed the scientific and advanced content of implementation and delivery of Jiangsu interconnected
business analysis, GIS visualization analysis, data forecast and analysis. During the reporting period, the
Beijing one-card big data project undertaken by the team also successfully passed the acceptance, showing
that the data service business line is becoming mature in the field of the city one-card big data platform

engineering construction capability.

During the reporting period, the government big data business steadily grew. The first phase of “Changping
government data cloud” project was successfully completed and implemented. The project integrated the
standard system of information sharing of government affairs in Changping district, constructed the
environment of government affairs in the whole area, completed the data concentration and application
migration of nearly 300 systems, constructed the basic database and theme database, basically completing
the construction task of “cloud of Changping” in the third phase of the whole project design, and realized the
goal of “setting the standard and building the platform” and “integrating data and collecting integration”.
During the reporting period, the construction of the second phase “digital Changping” project has been
launched, and the target of “promoting governance and sharing” and “applying and digging” will be taken as
the traction to further enhance the level of digitalization and interconnection of government affairs in

Changping district.

During the reporting period, key customers in the fields of automobile and optical manufacturing have been
developed, and breakthroughs have been made in the manufacturing industry. The Group won the bid of
both the main data management project of Sunny Optical Technology Co., Ltd., the biggest comprehensive
optical product manufacturer in China, and the data management project of Foton Co., Ltd., the biggest

commercial vehicle manufacturer in China. Under the background that the domestic manufacturing
enterprises use new information technology to improve management level and operating efficiency, the
above-mentioned project is a good beginning for the Group’s big data business to develop high-tech and

automobile manufacturing market with broad prospects.

During the reporting period, the Group participated in the preparation of several national White Papers in the
field of big data and artificial intelligence. As a chief editor, the Group participated in the White Paper on
Knowledge Mapping led by the Cloud Computing and Big Data Institute of CAICT, which is the first national
White Paper in the field of knowledge mapping technology industry in China. It is a valuable tool for both
supply and demand in the process of knowledge mapping industry landing. During the reporting period, the

Group also continued to participate in the first domestic White Paper on Data Asset Management Practice,
led by Cloud Computing and Big Data Institute of CAICT. The White Paper is an important guiding document
in the field of domestic data asset management, which was revised twice after the first edition was publicly
released in November 2017 and version 3.0, was released in December 2018. During the reporting period,
the data asset management platform with independent intellectual property rights became one of the first
domestic products to be evaluated through the data product standards of CAICT of Ministry of Industry and

Information Technology.
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Huawei

During the reporting period, Huawei's business grew steadily, the Group cooperated more closely with
Huawei cloud, and was awarded “Huawei Cloud Best Partner” at the 2018 China Eco-partner Conference
held by Huawei and entered Huawei's core supplier list. In the field of overseas software services, the
strategic cooperation between the Group and Huawei has achieved with a substantive breakthrough, the
“Co-sell” model for telecom operators has been successfully implemented in Malaysia and Myanmar. The
Group has won a software operation and maintenance project of BSS operation support system from Time,
the second-largest fixed-line operator in Malaysia. Mobile Money APP, a self-developed product of the
Group, has been successfully applied in Huawei's KBZ project in Myanmar, making an important contribution
to the commercialization of Myanmar’s first mobile payment system. The Group expanded its technology
service center in India and obtained the engineering procurement qualification of Huawei India. The joint
innovation project in Hong Kong progressed smoothly and obtained both product procurement and
engineering procurement qualifications as well. During the reporting period, the Group actively innovated in
the traditional technical services, through the “zero distance” innovation, enhanced the initiative service
awareness of all staff, improved customer awareness and cooperation level, received good results, and
successfully entered the “Supplier Development Plan” of Huawei with excellent service capabilities and

development potential.
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HSBC
During the reporting period, HSBC business, with a 3000-person team, achieved a rapid growth. The Group
built the first Xi'an ODC(offshore development center) together with Galaxy Macau.

During the reporting period, the Group undertook the key projects of HSBC'’s risk control department,
monitored the money laundering risk of commercial customers through the whole process, deeply discovered
the potential value of commercial customers, and provided data support for nearly 70 countries and regions
to continuously monitor 30 million key customers. The Group participated in two major releases of HSBC
Hong Kong mobile bank APP project and completed APP new versions launched in China, UK and Singapore.
The Group helped HSBC to upgrade its new network banking system and its business grew by 30%. During
the reporting period, small and medium-sized enterprises digital transformation business of HSBC in the
global service made breakthroughs. The Group’s digital transformation business delivered by Xi'an team was
catching up with the UK and India, to achieve superior competitiveness. During the reporting period, the
Group provided a new generation of intelligent query and reporting solutions, which were applied to
customer’s core system and was highly recognized by customers. This will be launched and promoted in
multiple countries later. During the reporting period, the Group won the award of the new generation of HSBC
online personal banking system ASP PIB Banking 2.0 project, which was successfully launched in Xi'an.

During the reporting period, the Group extended its business model of serving HSBC to other bank clients in
overseas markets. Hang Seng Bank’s business team has doubled in size and the Group has become the
biggest outsourcing provider of Hang Seng Bank. The Group participates in the third generation of global
individual bank platform and commercial bank platform project of Hang Seng Bank, which has been widely
applied in China, Hong Kong, Macao, Singapore, etc., and has been recognized by customers. During the
reporting period, Malaysia Mobile Bank, a new generation of TP platform, officially launched with Duitnow fast
payment function, which reduced the previous days of the process to 20 seconds, and supported more

payment scenarios and more agent types, and provided more convenience and efficient payment service for
300,000 users in the Malaysian market. In addition, the Group has established a cooperative relationship with
the Bank of Montreal, signed a short-term MSA contract, successfully opened new customers of foreign

banks, and also opened a new situation of diversification of customers of foreign banks.
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Finance and Banking

During the reporting period, financial and banking services business continued to grow rapidly which
consolidated its competitive advantages. The Group deepened its partner relationship with customers and
explored innovative areas in the meanwhile. In view of the development and transformation demand of
financial and banking customers, the Group grasped the market hot spot, increased investment in product
R&D, strengthened the innovation of solution business, and responded to the changes of market and

competition pattern in time.

During the reporting period, the Group continued to expand cooperation with over 40 of new customers
including domestic banks, foreign banks, regional branches, private banks, securities, and fund non-bank
institutions. The total number of existing cooperative customers reached 500. During the reporting period, the
Group provided product solutions and software development integration services to 15 large state-owned
banks and national joint-stock banks, covering such areas as core host, credit financing, payment settlement,
credit card, risk management, professional testing, and implemented the application scene in artificial
intelligence, financial cloud services, big data applications and etc. Among them, the credit card full process
system helps a number of banks achieve more than 50 million high-performance transactions, credit product
integration, financial approval, marketing channels, performance visualization, intelligent advertising
recommendation, real-time risk detection, receipt reconstruction, global payments, process management and
foundation platform have provided powerful help to client business innovation. During the reporting period,
the Group’s City Commercial Bank and Agricultural Credit customers exceeded 200. In terms of large
financial groups and non-bank financial institutions, during the reporting period, the Group carried out project
cooperation with more than 30 institutions, such as Haier Group and Fosun Group, and the project
cooperation with China UnionPay and Foreign Exchange Center increased rapidly. The Group established
cooperation with banking financial technology companies and carried out projects in credit financing, financial
cloud services, and Al application direction. For foreign banks, the Group developed its business direction
well during the reporting period, maintaining long-term cooperation with more than 40 clients of foreign banks
in Europe, the United States, Japan, South Korea, Southeast Asia and Australia, etc. A number of products in
the fields of network payment, bill business, supply chain, cross-border payment, and data integration and
reporting have reached more than 90% of the foreign bank’s customers. In the overseas customer
development aspect, the Group has realized the all-channel billing software of overseas sale to the world’s
top five well-known banks, and has completed the project’s overseas implementation in Southeast Asia many

times, and maintained the business cooperation with many overseas branches of Bank of China.
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During the reporting period, the banking and financial sectors continued to promote technological innovation.
With the help of the strategic cooperation with Baidu, the Group provided customers with technology

enabling, model innovation and business upgrade. In cooperation with well-known universities, by using big
data to build business model, artificial intelligence in the financial field is achieved in-depth application and
scene landing to create greater value for customers. The Group used big data and Al technology to upgrade
data warehouse, data exchange, intelligent mining and other platform products. During the reporting period,
the Group actively responded to the “going global” strategy, promoted customer portraits, smart marketing,

anti-money laundering and other solutions overseas, and promoted the implementation of its banks in

Southeast Asia.

During the reporting period, the Group continued to invest in research and development of market trends,
integrating advanced technologies such as automatic voice, machine learning, biometric identification, micro-
services, and big data analysis into the product, realizing business innovation and product upgrade. Many
products, such as intelligent collection, intelligent marketing, application of anti-fraud, intelligent risk control,
intelligent merchant cloud and overseas full-channel billing, have obtained software copyright and product
registration. Among them, the bill product completed 100 customer’s ticket exchange, paper electric fusion
and ticket payment project on-line; The collection product introduced Al technology to help customers
decrease their overdue rate of return. More than 20 business varieties of supply chain products help
customers to establish a supply chain financial ecosystem with “multi-flow in one” including material flow,
business flow, information flow and capital flow. Core products of Internet credit controls business risk
through expert rules and big data analysis model. Financial card-based products continued to expand
business scenarios, integrated a variety of payment models, built a trading wind-control model to prevent
fraud, and completed the product upgrade.

Insurance and Securities Industry

During the reporting period, the insurance securities business grew rapidly, and the size of the team
exceeded one thousand people. In the insurance industry, Taikang Insurance, CPIC, CIITC, China Life €,
PICC, Sunshine Insurance, Anbang Insurance and other major client's business have steadily developed.
China Guarantee Policy Registration Platform data quality pre-promotion and property insurance applications,
China Life P~ C and Car Insurance decision support system, insurance metadata and data quality
management system, insurance Internet competitive analysis system were all implemented online. During the
reporting period, the Group expanded ODC outsourcing business with clients such as AIA Insurance Asia-
Pacific and AIA Insurance China, and established AIA ODC in Zhangjiang Hi-tech Park of Shanghai, becoming
a new base for AIA outsourcing business. During the reporting period, the securities industry continued to
expand at a high speed, the enterprise-level data warehouse (EDW) of the China Securities Depository and
Clearing Corporation Limited, the new supervision of the Shanghai Stock Exchange, the supervision and risk
management of the Shanghai Stock Exchange’s bonds, the second phase of the Shanghai Stock Exchange’s
big data, and the second phase of the national stock exchange’s data infrastructure, the new monitoring
system of Shenzhen Stock Exchange Hadoop platform and other projects successfully launched. The Group
won the bid for a new generation of information platform planning advisory services project to achieve high-
end consulting projects breakthrough.
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Telecommunication, Internet and Mobile Terminal

During the reporting period, Tencent’s business grew rapidly. With about to 2,000 people on the team now,
and the business model is transforming from human capital outsourcing to project outsourcing. The Group
won the first bid of fixed-price (FP) auditing projects, whole package gaming project and Tencent Al data
labelling projects. What's more, the Group deepen the cooperation with QQ music. During the reporting
period, the Group set up the first Chinasoft International-Tencent Nearshore Delivery Center (NDC) in
Shenzhen to lay the foundation for building NDC in other regions. During the reporting period, the Group won
Tencent Interactive Entertainment Group (IEG) annual first quality supplier again. And maintaining Tencent
IEG exclusiver service provider for three years in a row.

During the reporting period, the Group’s Ali business made breakthroughs in the following aspects. The
Group entered the human-computer interaction laboratory business of Alibaba DAMO Academy for the first
time. In order to upgrade and transform the management delivery of the technology outsourcing of Ali Group,
the first pilot project of the artificial intelligence lab Tmall EIf Project entered the IDU (Independent Delivery
Unit) transformation, which helped Ali business to jointly release the Al consumer product Tmall EIf X1. For
the first time, the Group undertakes the content audit business of Alimama quality control platform and
promotes it smoothly. The successful bidding and delivery of 10 million-grade project of “Ant Financial
Insurance Audit” filled the blank of ant insurance business. During the reporting period, the Group became
the first school-enterprise cooperation supplier of Amap on-site service.

During the reporting period, the Group doubled the growth of Baidu's business, adding cooperation with
Baidu's main channel business--search division while consolidating its traditional EBG business. In addition,
the Group further deepened cooperation with Baidu in the field of Al, expanded Al annotation, data analysis,
learning model research and development of new cooperation content, and laid a solid foundation for the
follow-up more extensive and in-depth cooperation.

During the reporting period, the Group successfully won the bid for research and development of China Mobile
Suzhou R&D Center in 2018. The Group successful won MIGU Co., Ltd exclusive service, to maintain an
absolute advantage. The Group cooperated with SCNJ on “operation+technology” in Xi'an area.

High-Tech Business

During the reporting period, the Group received Microsoft China Tierl service provider qualifications. The
business team grew rapidly, and expanded cooperation with Microsoft globally in China, US, India and
Singapore. In the emerging business level, the Group grasped the strategic direction of Microsoft's Cloud+Al,
and actively promoted the cooperation with Microsoft in Azure cloud and Al voice, which already has the
mature Azure and Al voice expert team. The Group carried on the market promotion jointly with Microsoft,
from the market in China area to the whole Southeast Asia.



34 Business Overview

During the reporting period, the Group continued to enhance 10T solutions and technical services capacity,
broke through technology bottlenecks, improved self-research and development capabilities. During the
reporting period, the Group’s GE business grew rapidly, won the bid of GE Thinking Working platform loT
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MARKET

During the reporting period, the Group’s main businesses are concentrated in the Greater China region. The huge market
potential in the Greater China region continues to bring growth opportunities for the Group. The Group provides ITS to

customers from 32 countries and number of Top 500 companies in the world, accumulating experiences in servicing

international customers. Going with the “Belt and Road” initiative, the Group will combine and increase its cooperation with
Huawei's products and industries to speed up its global layout. The Group will improve its existing strategic centers in

China, America, Mexico, Romania, Japan, India, Malaysia and etc., and planning to build global centers in Russia and Egypt
in the future. The Group will utilize cloud driven digitalization services to promote global servicing layout, become a world
class ITS enterprise, and build out China’s influence in the global IT market.

HUMAN RESOURCES

As of the end of 2018, the Group has a total of 62,495 employees, representing a YoY increase of 23.0% (2017: 50,823).
During the reporting period, the annual average employee size was 56,659, representing a YoY increase of 15.6% (2017:
49,006).

As of the end of 2018, the Group employs 60,036 technical staffs, accounting for 96.1% of the total employees. Of which,
22,553 technical staffs are project managers, consultants, and senior engineers, accounting for 37.6% of the total technical

staffs.

Since listing on the GEM board in 2003, the Group’s increase in employment size is as follow:
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OPERATING RESULTS

The Group’s consolidated income statements in 2017 and 2018 are as follow:

Revenue
Service revenue

Cost of sales and services

Gross profit

Other income

Loss from derecognition of financial assets
measured at amortised cost

Impairment losses, net of reversal

Other gains or losses

Selling and distribution costs

Administrative expenses

Research and development costs

Other expenses

Finance costs

Share of results of investments accounted
for using the equity method

Profit before taxation

Income tax expense

Profit for the year
Profit for the year attributable to owners
of the Company

Chinasoft International Limited

Percentage Percentage
Percentage  of service Percentage  of service
2018 of revenue revenue 2017  of revenue revenue
RMB’'000 RMB'000
10,585,013 N/A N/A 9,243,684 N/A N/A
10,339,012 N/A N/A 8,807,512 N/A N/A
y y 070 U7 y y .27/0 A0
(7,340,356) (69.3%) (71.0%) (6,493,218) (70.2%) (73.7%)
3,244,657 30.7% 31.4% 2,750,466 29.8% 31.2%
64,078 0.6% 0.6% 100,491 1.1% 1.1%
(7,139) (0.1%) (0.1%) (3,846