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CHARALTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM™)
OF THE STOCK EXCHANGE OF HONG KONG LIMITED (THE “STOCK
EXCHANGE™)

GEM has been established as a market designed to accommodate companies to which a
high investment risk may be attached. In particular, companies may list on GEM with
neither a track record of profitability nor any obligation to forecast future profitability.
Furthermore, there may be risks arising out of the emerging nature of companies listed on
GEM and the business sectors or countries in which the companies operate. Prospective
investors should be aware of the potential risks of investing in such companies and should
make the decision to invest only after due and careful consideration. The greater risk
profile and other characteristics of GEM mean that it is a market more suited to
professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities
traded on GEM may be more susceptible to high market volatility than securities traded on
the main board of the Stock Exchange and no assurance is given that there will be a liquid
market in the securities traded on GEM.

The principal means of information dissemination on GEM is publication on the Internet
website operated by the Stock Exchange. Listed companies are not generally required to
issue paid announcements in gazetted newspapers. Accordingly, prospective investors
should note that they need to have access to the GEM website in order to obtain up-to-
date information on GEM-listed issuers.

The Stock Exchange takes no responsibility for the contents of this report, makes no
representation as to its accuracy or completeness and expressly disclaims any liability whatsoever
for any loss howsoever arising from or in reliance upon the whole or any part of the contents of
this report.

This report, for which the directors of Chinasoft International Limited (the “Company”) collectively
and individually accept full responsibility, includes particulars given in compliance with the Rules
Governing the Listing of Securities on the GEM of the Stock Exchange for the purpose of giving
information with regard to the Company. The directors of the Company, having made all
reasonable enquiries, confirm that, to the best of their knowledge and belief.— (1) the information
contained in this report is accurate and complete in all material respects and not misleading; (2)
there are no other matters the omission of which would make any statement in this report
misleading; and (3) all opinions expressed in this report have been arrived at after due and careful
consideration and are founded on bases and assumptions that are fair and reasonable.
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HIGHLIGHTS

¥ Achieved the turnover of approximately RMB89,075,000 (2004: RMB58,816,000) for the)
three months ended 31 March, 2005, representing an increase of approximately 51.4%
as compared to the corresponding period in 2004

¥ Accomplished a net profit attributable to Shareholders of approximately RMB8,045,000
(2004: RMB5,458,000) for the three months ended 31 March, 2005, representing an
increase of approximately 47.4% as compared to the corresponding period in 2004

¥ Basic earnings per share and diluted earnings per share of the Company werg
approximately RMB0.012 (2004: RMB0.009) and RMBO0.011 (2004: RMBO0.008)
respectively for the three months ended 31 March, 2005

¥ The Directors do not recommend the payment of an interim dividend for the threg)
months ended 31 March, 2005

FIRST QUARTER RESULTS

The board of Directors (the ODirectorsO) of the Company is pleased to announce the unaudited
consolidated results of the Company and its subsidiaries (the OGroupO) for the three months ended
31 March, 2005, together with the comparative unaudited results of the Company for the
corresponding period in 2004, as follows:




CHINASOFT INTERNATIONAL LIMITED

CONSOLIDATED INCOME STATEMENT (UNAUDITED)

For the three months
ended 31 March,

2005 2004
Notes RMBO000 RMBO000
Turnover 2 89,075 58,816
Cost of Sales (67,378) (45,221)
Gross Profit 21,697 13,595
Other operating income b 24
Distribution costs (3,332) (2,782)
Administrative expenses (9,365) (3,631)
Amortisation of Development costs
& Technical Knowhow (638) (40)
Profit from operations 8,362 7,166
Finance costs 117 (36)
Share of result of an Associate 365 b
Profit before taxation 8,844 7,130
Taxation 3 (799) (536)
Net profit before minority interests 8,045 6,594
Minority interests b (1,136)
Net Profit attributable to shareholders 8,045 5,458
Dividend 5 b b
Earnings per share

b basic 4 0.012 0.009

b diluted 4 0.011 0.008
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UNAUDITED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Enterprise
Share Share  Translation General  expansion Accumulated
capital premium reserve reserve fund profits Total
RMBO000 RMBO000 RMBO000  RMBO000 RMBO000 RMBO000  RMBO000
At 1st January, 2004 33,920 45,080 49 1,074 589 45,399 126,111
Net profit for the period b b b b b 5,458 5,458
At 31st March, 2004 33,920 45,080 49 1,074 589 50,857 131,569
At 1st January, 2005 36,968 85,185 0 1,250 589 75,313 199,395
Net profit for the period b b b b b 8,045 8,045
At 31st March, 2005 36,968 85,185 90 1,250 589 83,358 207,440
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Notes:
1. BASIS OF PRESENTATION

The financial statements of the Group have been prepared in accordance with Hong Kong
Financial Reporting Standards (which also include statements of Standard Accounting
Practice and Interpretations) issued by the Hong Kong Institute of Certified Public
Accountants, accounting principles generally accepted in Hong Kong, the disclosure
requirements of the Hong Kong Companies Ordinance (Chapter 32 of the Laws of Hong
Kong) and the Rules Governing the Listing of Securities on GEM (the OGEM Listing RulesO).
They have been prepared under the historical cost convention.

2. TURNOVER

Turnover, which is stated net of valued-added tax and other sales tax and returns,
represents amounts invoiced to customers, except in respect of provision of solutions
services and IT outsourcing services where turnover represents the value of work done
during the year, including amounts not yet invoiced.

For the three months
ended 31 March,

2005 2004
RMBO000 RMBO000
Solutions 73,760 82.81% 48,152 81.87%
IT outsourcing 14,298 16.05% 10,664 18.13%
IT consulting and training services 521 0.58% b b
Standalone software product 496 0.56% b b
89,075 100% 58,816 100%

3. TAXATION

Pursuant to an approval document issued by the State Tax Bureau of Beijing Haidian District
dated 21st November, 2000, Beijing Chinasoft International Information Technology Limited
(OBeijing ChinasoftO), a wholly-owned operating subsidiary of the Group, has been
designated as an advanced technology enterprise and is entitled to three years of
exemption from income tax followed by three years of 50% tax reduction commencing from
the first-profit-making year with effect from 2000.

Beijing Chinasoft is subject to the income tax computed at the rate of 7.5% for the three
years ending 31 December, 2005 and at the rate of 15% on its taxable profit thereafter.

No provision for Hong Kong Profits Tax has been made for the relevant periods as the
Group did not have any assessable profit arising in Hong Kong during the relevant periods.

There were no significant unprovided deferred taxation during the relevant periods and as at
the respective balance sheet dates.
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4. EARNINGS PER SHARE

The calculation of the basic earnings per share for the three months ended 31 March, 2005
was based on the net profit attributable to shareholders of the Company (the OShareholdersO)
of approximately RMB8,045,000 during the three months ended 31 March, 2005 (2004:
RMB5,458,000) divided by the weighted average number of ordinary shares then issued of
697,500,000 shares (2004: 640,000,000 shares) during the three months ended 31 March,
2005.

The calculation of diluted earnings per share for the three months ended 31 March, 2005 was
based on the net profit of RMB8,045,000 for the three months ended 31 March, 2005 (2004:

RMB5,458,000) divided by the weighted average number of shares used in calculation of
diluted earnings per share for the three months ended 31st March, 2005 of 761,240,000

(2004: 642,808,608).

5. DIVIDEND

The Directors do not recommend the payment of an interim dividend for the three months
ended 31 March, 2005 (2004: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

For the three months ended 31 March, 2005, the Company reported an unaudited turnover of

approximately RMB89,075,000 (2004: RMB58,816,000), representing an increase of approximately
51.4% as compared with the corresponding period last year. For the three months ended 31

March, 2005, the Company recorded an unaudited net profit attributable to Shareholders of

RMB8,045,000 (2004: RMB5,458,000), representing an increase of 47.4% as compared with the

corresponding period last year. The gross profit margin was approximately 24% (2004: 23%).
Basic earning per share is approximately RMB0.012 (2004: RMB0.009). Diluted earnings per
share is approximately RMB0.011 (2004: RMBO0.008).

Both remarkable increase in turnover and gross profit were attributable to the provision of e-
Solution for Oe-TobaccoO and Oe-AuditO. During the reporting period, the Group has promoted
nationally the Second Phase Projects of the OTobacco Production and Operational Decision
Management System for the State Tobacco Control BureauO as well as entered into several
contracts with the State Audit Office on developing the Oe-QualityO Project, which provided the
Group with a good source of profit.

The gross profit margin and the net profit margin of the Group for the three months ended 31
March, 2005 was approximately 24% and 9% respectively (Year 2004: approximately 23% and
9% respectively).
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As for the ratio of distribution costs to turnover was 3.7%, representing a decrease of 1% as
compared to 4.7% of the corresponding period last year. The percentage of administrative
expenses to turnover was 10.5% representing an increase of 4.3% as compared to 6.2% of the
corresponding period last year. With an expansion of the size of the Group's operations, the
increase in administrative expenses due to the increase in technical support staffs and the set up
costs for new offices plus increase in depreciation are reasonable.

BUSINESS REVIEW
2005 first quarterly business review:

¥ Completed all contract-signing of the Second Phase Projects for OTobacco Production and
Operational Decision Management System for the State Tobacco Control BureauO

¥ Entered into several contracts with the State Audit Office, achieved new progress in the
Oe-AuditO project

¥ Passed the expert debate on the feasibility study of Oe-QualityO Project Phase |

¥ The Expert team invited by the Group won the tenders for the Company one by one,
demonstrating the effectiveness of the Oinvitation of external expertO policy

Completed all contract-signing of the Second Phase Projects for OTobacco Production and
Operational Decision Management System for the State Tobacco Control BureauO®

During the reporting period, the Group has entered into business contracts with seven commercial
enterprises of the tobacco industry, as such the Group has completed all contract-signing of the
Second Phase Projects for OTobacco Production and Operational Decision Management System
for the State Tobacco Control BureauO.

During the reporting period, the State Tobacco Control Bureau convened a meeting and highly
appraised the implementation of the Second Phase Projects of the OTobacco Production and
Operational Decision Management System for the State Tobacco Control BureauO by the Group.
At the same time, the State Tobacco Control Bureau adopted the solutions provided by the

Group:

1. To introduce and integrate the project into the internal administration of enterprises
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