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ASIAINFO TECHNOLOGIES LIMITED
ANNUAL REPORT 2020

DEFINITIONS AND GLOSSARY
OF TECHNICAL TERMS

DEFINITIONS

In this annual report, unless the context otherwise requires, the following expressions have the following meanings:

“AGM”

“Articles of Association”

“Asialnfo Chengdu”

“Asialnfo China”

“Asialnfo International”

“Asialnfo Security”

“Audit Committee”

“Board”

“Board Committees”

“CAICT”

the forthcoming annual general meeting of the Company to
be held on 28 May 2021

the articles of association of the Company, as amended
from time to time

Asialnfo Technologies (Chengdu), Inc. (2515 & (BX %)
ABR7AE]), a limited liability company incorporated in the
PRC on 31 December 2001, which is a wholly-owned

subsidiary of Asialnfo Security

Asialnfo Technologies (China), Inc. (Z2{EEHE (FE) R
2 \]), a wholly foreign-owned enterprise incorporated in
the PRC on 2 May 1995, which is an indirect wholly-owned
subsidiary of the Company

Asialnfo International Investment Limited, a limited liability
company incorporated in the British Virgin Islands on 24
July 2014, which is ultimately solely and beneficially owned
by Dr. TIAN

Asialnfo Security Technology Limited (GE{E R 2RI RHHE
fRZ2 7)), a limited liability company incorporated in the PRC
on 25 November 2014, which is ultimately controlled and

beneficially owned as to approximately 58.73% by Dr. TIAN :

the audit committee of the Company

the board of Directors of the Company
the Audit Committee, the Nomination Committee, the -
Remuneration Committee and the Strategy and Investment £

Committee

the China Academy of Information and Communications £
Technology
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“CG Code”

“Chief Executive Officer”

“China Mobile Group”

“Company”, “Asialnfo” or

“Asialnfo Technologies”

“connected person”

“Director(s)”

“ESG Guide”

“ESG Report”

“ETSI”

“Exercise Notice”

"GI’OUP"

“GSMA”

“Hong Kong”

”HKS"

“|EEE”

“Independent Third
Party(ies)”

the Corporate Governance Code as set out in Appendix 14

to the Listing Rules

the chief executive officer of the Company

China Mobile Limited and its subsidiaries

Asialnfo Technologies Limited (3515 BHZIER BR A F), an
international business company incorporated in the British
Virgin Islands on 15 July 2003, whose Shares are listed on
the Stock Exchange (stock code: 1675)

has the meaning ascribed thereto under the Listing Rules

the director(s) of the Company

the Environmental, Social and Governance Reporting Guide

as set out in Appendix 27 to the Listing Rules

the Environmental, Social and Governance (ESG) Report

the European Telecommunications Standards Institute, a [
non-profit telecommunication standardisation organisation
approved and established by the European Commission
written or electronic notice of the grantee to the Company [
to exercise share options on or after the vesting date of the
share options

the Company and its subsidiaries

the Global System for Mobile Communications Association,
an industry organisation in the global mobile i
communication area

the Hong Kong Special Administrative Region of the PRC
Hong Kong dollars, the lawful currency of Hong Kong

the Institute of Electrical and Electronics Engineers

third party(ies) independent of and not connected with the |

Company and any of its connected person(s)
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“International Business”

“ITAIWC”

“ITU”

“Lease Agreement”

“Lease Framework

Agreement”

“Listing Rules”

“Model Code”

“MPE”

“MPF Scheme”

“Network Security

Business”

“New International
Management Support

Framework Agreement”

“New International
Technological Service

Framework Agreement”

“New Security Management
Support Framework

Agreement”

“New Security
Technological Security
Service Framework

Agreement”

the software business serving the telecom operators
headquartered in Southeast Asia, Europe and other regions
outside the PRC

the Information Technology Application Innovation Working

Committee

the International Telecommunication Union

the lease agreement entered into between Asialnfo China
and Asialnfo Chengdu on 30 December 2019

the lease framework agreement entered into between the
Company and China Mobile Communication Co., Ltd. on 20
April 2020

the Rules Governing the Listing of Securities on the Stock

Exchange

the Model Code for Securities Transactions by Directors of

Listed Issuers as set out in Appendix 10 to the Listing Rules

mandatory provident fund

the MPF scheme operated by the Group for all eligible |;
Hong Kong employees

the business of providing network security-related software

products and services in the PRC

the management support service framework agreement
entered into between the Company and Asialnfo

International on 29 December 2020

the technological service framework agreement entered into [ 8
between the Company and Asialnfo International on 29
December 2020

the management support service framework agreement
entered into between the Company and Asialnfo Security
on 29 December 2020

the technological service cooperation framework agreement '
entered into between Asialnfo Security and the Company
on 29 December 2020
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“New Security
Technological Service
Framework Agreement”

“Nomination Committee”

“PRC” or “China”

“Pre-IPO Share Award
Scheme”

“Pre-IPO Share Option
Scheme”

“Prospectus”

“Remuneration Committee”

“Reporting Period”

“R&D"”

“RMB”

“RSU”

ugEQ”

“Share(s)”
“Shareholder(s)”
“Software Products and

Services Framework
Agreement”

. “Stock Exchange”

“Strategy and Investment
Committee”

“TME”

“Trust Management
Committee”

the technological service cooperation framework agreement
entered into between the Company and Asialnfo Security
on 29 December 2020

the nomination committee of the Company

the People’s Republic of China

the pre-IPO restricted share award scheme of the Company

the pre-IPO share option scheme of the Company

the prospectus of the Company dated 6 December 2018

the remuneration committee of the Company

the year ended 31 December 2020

research and development

Renminbi, the lawful currency of the PRC

the restricted share units in relation to the Pre-IPO Share
Award Scheme

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong), as amended or supplemented or
otherwise modified from time to time

ordinary share(s) of the Company

holder(s) of the Share(s)

the software products and services framework agreement
entered into between the Company and China Mobile
Communication Co., Ltd. on 20 April 2020

The Stock Exchange of Hong Kong Limited

the strategy and investment committee of the Company

the International Telecommunication Management Forum

the trust management committee of the Company
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“ys”

“USD” or “USS$”

“2019 Share Option
Scheme”

“2020 Share Award

Scheme”

"o

the United States of America

US dollars, the lawful currency of US

the share option scheme adopted by the Company on 25
November 2019

the share award scheme adopted by the Company on 7
January 2020

per cent

GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains terms used in this annual report that are related to business of the Group. A

and their meanings may not always correspond to standard industry meaning or usage of these terms.

ch, these terms

“p”

“plOT”

ugsS”

“B domain”

“CMMI Level 5"

“CRM”
uCSSP”

“DevOps

“DSaaS”

“ERP”

artificial intelligence

artificial 10T

business support systems used for the management of
customer information, customer business and service
processes and customer related services and resources,
often used together with OSS to form end-to-end
comprehensive business and operation management
systems for the telecom industry

BSS domain

international standard for measurement of Software
Capability Maturity Model (SW-CMM), CMMI Level 5
represents the highest level

customer relationship management

certified service solution partner

development and operation system

data-driven operation, namely the date-driven SaaS
operation services

enterprise resource planning
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“Internet of Things” or “10T”

v d

“MSP”

“NSA/SA”

“0O domain”

“0-RAN”

“0SS”

“SaaS”

“SDN/NFV”

“3D”

“"4G”

“5G”

the network of physical objects — devices, vehicles,
buildings and other items — embedded with
electronics, software, sensors and network connectivity
that enables these objects to collect and exchange
data

information technology, the application of computers
and telecommunications equipment to store, retrieve,
transmit and manipulate data

managed service provider

non-standalone/standalone

0SS domain

open radio access network

operations support systems, a collective term for the
software solutions telecom operators use to support
their network operations, often used together with BSS

to support various end-to-end telecommunications
services

software as a service, a software licensing and delivery
model in which software is licensed on a subscription
basis and is centrally hosted

software defined network/network function
virtualisation

3-dimension, referring to a spacing system in which a
direction vector is added in the flat second dimension
system

the fourth-generation of mobile telecommunications
technology, applied in amended mobile web access, IP
telephony, gaming services, high-definition mobile TV,
video conferencing, 3D television and cloud computing

the fifth-generation of mobile telecommunications [
technology which has higher speed and capacity and
lower latency than 4G
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Dr. ZHANG Ya-Qin

Mr. GE Ming

Ms. TAO Ping

AUDIT COMMITTEE
Mr. GE Ming (Chairman)
Dr. ZHANG Ya-Qin

Mr. ZHANG Liyang

Ms. TAO Ping

REMUNERATION COMMITTEE
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NOMINATION COMMITTEE
Dr. TIAN Suning (Chairman)
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Mr. GE Ming

Ms. LIU Hong

Ms. TAO Ping
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COMPANY SECRETARY
Ms. YU Wing Sze
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2020 2019 Changes
Financial data RMB million RMB million

Revenue 6,020 5,721

Revenue from “Three New”
businesses 780 378 106.5%

Gross profit 2,303 2,127 8.3%
1.1

percentage

Gross profit margin (%) 38.3% 37.2% points

Profit for the year 662 409 62.0%
310
percentage
points

Net profit margin 11.0%

0.85 51.8%
9.6%

0.4
percentage
point

easures required by, or
% ﬁgures. The use of these

nder HKFRS. Please refer to
- Non-HKFRS Measurement
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“BG is bringing us a new and
boundless world and the era
of connecting everything is
approaching at an
accelerated pace.”

TIAN Suning

Chairman & Executive Director
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Dear Shareholders,

Looking back, 2020 was an extremely extraordinary year. The sudden onslaught of the
COVID-19 epidemic had caused significant adverse impact on the economy and society
with all industries facing unprecedented difficulties and challenges in production and
operation. At the same time, guided by the national “new infrastructure” strategy, the
transformation on digitisation, cyberisation and intelligentisation of the economic
society was further accelerated, bringing new opportunities for the development of

industrial internet.

During the Reporting Period, Asialnfo Technologies boldly shouldered its social
responsibilities to work with operators, governments and other social sectors to fully
support the epidemic prevention and control, and facilitate the resumption of work and
production on one hand, and it actively responded, turned crises into opportunities,
and seized the development opportunities brought by the new infrastructure to
accelerate its strategic transformation on the other hand. It achieved steady
improvement in overall performance in the first half year and accelerated its
development in the second half year with a sound growth for the entire year, especially
the rapid development in the “Three New” businesses (data-driven operation DSaa$,
vertical industries and enterprise cloudification, OSS), which accounted for double-digit
of its total revenue for the first time and achieved a new milestone. The Company
continued to accelerate its development pace and moved forward unwaveringly driven

by its “One consolidation, Three developments” strategy.

On behalf of the Board, | hereby present the annual report of the Group for the year
ended 31 December 2020 to the Shareholders.

OVERALL RESULTS

In 2020, despite the impact of the epidemic, the overall operation of the Company still
maintained a sound growth momentum. Especially driven by the rapid development of
the “Three New” businesses, our revenue amounted to approximately RMB6,020 million,
increased by 5.2% year-on-year, among which, revenue from the “Three New”
businesses amounted to approximately RMB780 million, increased by 106.5% year-on-
year and accounted for double-digit (approximately 13.0%) of its total revenue for the
first time. Profit for the year amounted to approximately RMB662 million, increased by
62.0% year-on-year. The adjusted net profit amounted to approximately RMB737 million
and the adjusted net profit margin amounted to approximately 12.2%, representing a
year-on-year increase of 0.4 percentage point, which recorded a new high in

profitability.

The Board, after taking into full consideration of various factors including Shareholders’
returns, profitability, cash flow level and capital needs for future development of the
Company, has decided to propose the distribution of the 2020 final dividend of
HK$0.345 per Share at the AGM with the annual dividend payout ratio of approximately
40%.
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BUSINESS DEVELOPMENT

Accelerating the development of DSaaS business with strong doubled revenue
growth

The current digitalisation process in society is accelerating and the coverage of information services
is further extended. Facing the COVID-19 epidemic, digitalised economy has rebounded and moved
further ahead with robust development, and the value of data resources in the operation and
management of various industries is further demonstrated. The Company continues to increase its
efforts in expanding its DSaaS business with “abundant compliant data resources, innovative
leading new technologies based on AIOT, cloudification and 5G, and digitalised products based on
business scenarios” by cooperating with operators to provide assistance for customers in relevant
key industries with precision marketing, intelligence-based operation, and quality and efficiency
improvements to leverage on the value of digitisation.

In 2020, our products and applications of the DSaaS business continued to innovate and diversify
and the results-based charging model was further promoted on a scalable basis, with expanding
customer layout and strong willingness to continue in use and was highly recognised. In particular,
we became the ecological partner for the Tencent Enterprise Wechat to jointly explore the large
government and business customer-oriented market for the enterprise wechat and develop the
wechat ecology-based private traffic. In addition, the value of the DSaa$S business has become more
prominent during the course of combating against the epidemic spread. We complemented with
the National Health Commission and Ministry of Industry and Information Technology to provide
systematic and all-round product support for epidemic prevention and control. Our self-developed
products such as epidemic trend sensing products, visualisation of 3D immersive data on sensitive
regions and joint public health emergency response plans of COVID-19 were strongly
recommended by the Ministry of Science and Technology of the PRC, CAICT and the Cloud
Computing Open Source Industry Alliance, and have been widely applied. In 2020, the revenue
from the DSaaS business was approximately RMB352 million, up by 131.7% year-on-year, recording
a new high in growth rate.

Focusing on the development of vertical industries and enterprise cloudification
with continuous customer layout expansion

In 2020, the Company continued to expand its layout in the vertical industries and enterprise
cloudification market by focusing on five strategic vertical industries including the finance, energy,
transportation, government affairs and postal services sectors, tapping into customer demand and
providing CRM, data management, DevOps, Cloud MSP, smart city development and other products
and services, created benchmark product models, gradually replicated and promoted them in the
industry, hence the network of large corporate customers was further expanded.

In the five strategic vertical industry sectors, we received high recognition from our insurance and
banking customers in respect of our DataGo data governance, CRM, DevOps, unified certification
and other products. We launched the 5G smart energy solutions to provide assistance in the new
infrastructure of the energy industry. We built an enterprise-level comprehensive operation
management system for expressways and promoted charging products to facilitate the
informatisation of the expressways transportation industry. We built key projects such as CRM, data
centers, and Postal Savings Bank of China big data platforms to contribute efforts in technological
innovations in the postal industries. In the smart cities sector, we entered into “smart city” strategic
partnerships with the two core cities Chongqing and Shenzhen, achieving a breakthrough in the

“smart city” sector.



In the cloud business sector, we provided customers with cloud-native technologies and products,
cloud MSP, cloudification and cloud-based intelligent transformation services, and deepened the
co-operation with mainstream cloud vendors to facilitate customers to adopt and apply cloud
technology. We completed projects co-supported by Alibaba Cloud’s technology one after another,
and expanded new projects including Hebei Steel, Delong Steel and Sany Group after the
successful implementation of the OCJ e-commerce project. Moreover, we were rated as the
“Excellent” grade, the highest level of Trusted Cloud MSP certification in the Trusted Cloud « Cloud
MSP Competency Assessment hosted by the CAICT.

As of the end of 2020, the Company provided services to 85 large-scale corporate customers, up by
44.1% year-on-year, and customer retention rate continued to maintain a high level of over 99%.
The revenue from vertical industries and enterprise cloudification business amounted to
approximately RMB180 million, up by 63.7% year-on-year.

Accelerating 5G business expansion with solid, leading position in operators
market

Guided by the national “new infrastructure” strategy, the 5G construction was in full swing and had
entered into its “fast track” development, and operators were accelerating the integration of cloud-
network. The Company closely leveraged on the development trend of BSS & OSS integration in
the 5G era, vigorously promoted the business integration in several segments, continued to
enhance BSS software and service advantages, provided BSS systems that enable 5G business
operation scenarios, provided strong support for operators’ 5G business development as well as
expanded and upgraded 5G OSS network intelligent products, deeply engaged in the formulation
of 5G OSS system protocol to create first-mover advantages and provided assistance for operators
in optimising 5G network quality and improving network experience.

For the BSS business, we proactively overcame the adverse impact of the epidemic, quickly
established an emergency support mechanism, and utilised online collaborative tools to provide
service support to customers to ensure project progress and improve efficiency. We actively
engaged in the formulation of proposals and specifications for operators’ smart middle office
platform, assisted in the construction of projects for smart middle office platform in various
regions. We actively explored 5G multi-quantity, multi-dimensional and multi-model billing
capabilities and propelled the launching of the 5G SA billing system. We assisted operators in the
construction of digitalised new IT, reconstructed the digitalised ecosystem and accelerated
integrated new operations. In 2020, the number of telecom operator customers the Company
served increased steadily, and the customer retention rate continued to maintain a high level of
over 99%.

For the OSS business, we cooperated closely with the three major telecom operators and always
committed to the innovation and commercialisation of 5G network intelligence. For the 5G 0SS
network intelligent products, we have established several provincial-level or the Group’s
commercialised works, provided assistance for operators in 5G network intelligent operation and
maintenance. Further to the 27 commercialised works in the 5G OSS business in the first half of
2020, 73 commercialised works were achieved throughout the year, accelerated the development
from “multi-sites layout” to “all-round deployment”. In 2020, the revenue from the Company’s OSS

business amounted to approximately RMB248 million, up by 114.0% year-on-year.
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Creating quality products with leading technology R&D capabilities and
craftsmanship

Adhering to the philosophy of “R&D first, innovation as priority”, we continued to enhance our R&D
innovation capabilities and technology-driven capabilities, increased the innovation and R&D efforts
in emerging businesses, built a high-end product planning system, and empowered the vertical
industries and ecological partners. In 2020, we have built an industry-leading 5G cloud network
product system, in which the 5G network slicing technology and products are leading the industry
and 5G network middle office system product has a demonstration effect in the industry.
Customers experience management (i.e. CEM) covers all domain, SDN/NFV product accelerates the
cloud network integration, and 5G private network is deployed in advance to continuously enhance
the influence of the 5G cloud network intelligence industry. The Company has created a data and
Al product system, and many products have been fully commercialised in vertical industries such as
data middle office, Al middle office, edge Al, intelligent operation and maintenance (i.e. AlOps),
knowledge mapping, RPA robot process automation platform, etc. The Company also further
evolves the middle office product system, including cloud management platform, PaaS platform,
big data platforms, GIS platform, Al platform, etc. to constitute the technical foundation that
empowers various industries. In addition, the Company created a series of innovative product sets,
including 5G urban digital twin platforms, 3D visualisation, 5G private network operation platforms,
DevOps, etc. to help operators and vertical industry customers carry out digital transformation and

innovation.

In 2020, we made great efforts to strengthen our capability, with multiple key innovative
technologies and products granted with patents and software copyrights. At present, the Company
owns over 900 software copyrights in total. While strengthening our technological innovation, we
had also established an innovative closed-looped model from standardisation to commercialisation,
and actively participated in 19 international/national technical standards organisations such as
3GPP, ITU, ETSI, IEEE, TMF and O-RAN, leading and contributing to the 19 international
communication technology standards. Moreover, in the context of new infrastructure and IT
innovation, we actively facilitated the construction of independent controlled products and
technology stacks to promote IT innovation development in domestic software. Our data base
product AntDB was selected as the key product on innovative aspect for information technology
application by the ITAIWC.

Building an ecological cooperation system of “One Mainstay, Three Links”, and
co-operating with industry partners for synergistic development

By taking our own internal development as the mainstay and to coordinate with the external
“Three Links”, we had initially built an ecological co-operation system of “One Mainstay, Three
Links” to explore the continuous deepening co-operation with all the parties in the industry
through diversified co-operation methods, and jointly explore development opportunities to
achieve complementary advantages, resources sharing, and win-win co-operation. In the capital
link, we promoted the implementation and growth of the Company’s strategic business through
capital linkage. In the future, we will continue to proactively identify investment and merger
opportunities which will achieve the Company’s strategic synergy. In the strategic link, we had

entered into strategic partnerships with 70 companies: we deepened the strategic co-operation



with China Telecom, China Mobile and China Unicom to jointly propel the development of 5G
technology, especially the strategic shareholding investment from China Mobile, which further
promoted the long-term strategic co-operation between the two parties, and explored
development opportunities in face of new strategic sectors. We promoted the cloud ecosystem
construction and digital transformation for corporate customers with strategic partners such as
Alibaba Cloud, Tencent Cloud, Baidu and Huawei. We established strategic partnerships with the
governments of Shenzhen and Chongqing and their affiliated enterprises to promote the
construction and operation of smart cities. In the business link, we deepened the business co-
operation with industry partners to promote coordinated business development, especially the

rapid development of the “Three New” businesses.

LOOKING FORWARD

Looking forward, opportunities and challenges still coexist for a long period of time.

We will embrace 5G, cloud computing, big data, Al, IOT and other advanced technologies actively,
promote strategic transformation unswervingly and solidify “One consolidation” with high-quality
and promote “Three developments” with high speed. For traditional business, we will continue to
strengthen the leading position in operators market, explore business potentials vigorously and
continue to improve efficiency. For “Three New” businesses, we will accelerate the scalable
expansion, in which DSaa$S business attaches equal importance to its scale and model innovation;
vertical industries and enterprise cloudification business focuses on the industry and high-quality
development; OSS business accommodates both stock and increment to increase their market

shares.

We will work together with industry partners to build an open, co-operative ecosystem, continue to
facilitate the reform of business models, accelerate to follow the pace with the construction of
China’s “new infrastructure”, “IT innovation” and “new-type smart city”, aiming to become the

enabler of the digital transformation for large enterprises in the 5G era.

Finally, on behalf of the Board, | would like to take this opportunity to express our heartfelt thanks
to all Shareholders, our customers and all circles of society for their support to the Company. |
would also like to express our gratitude to all our staff for their relentless efforts and contributions.
We will work together to build Asialnfo Technologies into a respectable enterprise with pride for
staff.
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In terms of operation products and services, the Company provides financial marketing
cloud, API service, risk control service and other personalised industry digital operation
services for financial industry customers, and deliver government affairs customers with
digital operation services of public governance, such as smart population, integrated
governance, smart public security, smart park, etc; provides operators with abundant
products and services including stock operation, 5G innovative operation, smart middle
office operation, equity operation, grid-based operation and multiple channel operation. In
terms of business model optimisation, we have actively promoted the results-based
charging, with the settlement commission revenue with a group customer exceeding RMB10
million and have successfully replicated and promoted the model to several provinces. As an
ecosystem partner of Tencent Enterprise WeChat, we carried out private traffic projects
around Tencent WeChat and other ecosystems, with continuous expansion in customer scale
and tens of million of orders were accumulated for the whole year. The “Big Data Product
Development and Joint Operation Laboratory” in collaboration with China Mobile was
successfully selected into the “Benchmarking Project” of China Mobile, and was released and
promoted to the entire group. In terms of customer base expansion, we added new key
customers such as Migu Video, China Mobile Online, municipal governments, China
Huarong, China UnionPay, Shanghai Pudong Development Bank, DIMA Industry, Enovate
Motors, China Tobacco, Chongging Gas, etc.

Focusing on the development of vertical industries and enterprise cloudification, and
continuously expanding customer base

In 2020, the government intensely introduced new infrastructure, information innovation
and other related policies, which further accelerated the digital transformation process in
China. The size of China’s software market continues to grow at a high speed. According to
the forecast by CAICT, the software industry revenue will exceed RMB15 trillion by 2025,
with a compound annual growth rate of 13.8%. In the process of digital transformation,
more large government and enterprise customers choose cloud services which enable the
cloud market in continuous and rapid growth. Meanwhile, as a complex of information
technology and various urban sectors, smart city is enjoying a strong momentum of
development. Large smart city projects commenced construction one after another, and
government departments at all levels are increasing their investments in the relevant fields.

During the Reporting Period, the Company continued to increase its presence in the vertical
industries and enterprise cloudification, focusing on the five industries of finance, energy,
transportation, government affairs and postal service by relying on our four core capabilities
to expand customer base. In the field of energy and electricity, the Company offered 5G
smart energy solutions to empower the new infrastructure of the energy industry, which
won multiple orders in LTE/5G wireless private network, cloud platform construction and Al
application from China Nuclear Power Engineering, China Energy, State Power Investment,
etc., and signed strategic co-operation agreements with China National Nuclear Power, China
Nuclear Power Engineering, CHN Energy, SPIC and YUDEAN Group. In the field of
transportation, the Company built an enterprise-level comprehensive expressway operation
and management system, promoted the informatisation of the transportation industry, and
obtained multiple expressway projects of several provinces including Yunnan, Guangdong
and Hunan. In the financial field, our DataGo data governance product and CRM products
obtained orders from insurance customers such as PICC Life Insurance, our DevOps products
obtained orders from Guangfa Bank and Huarong Technology, our unified certification

THE REVENUE
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products obtained orders from Huatai Securities, and the Company continued to deepen the
co-operation with China Construction Bank, Agricultural Bank of China, CITIC Bank, Harbin
Bank and other customers. In the field of postal service, the Company delivered key projects
such as China Post CRM and data center, and helped the head office and branches of Postal
Savings Bank of China to build a big data platform to facilitate technological innovation in
the postal industry.
In the field of cloud business, on one hand, the Company actively sought for co-operation
opportunities with major cloud manufacturers, expanded the share of customer-side

THE ) . . . )
projects, and provided clients with cloud native technology and products, cloud MSP,

COMMERCIALISATION cloudification and cloud intelligent transformation services. On the other hand, the Company

WORKS OF 5G 0SS

3

created business opportunities in vertical industries and helped bring project orders of cloud
infrastructure to the cloud cooperative partners. During the Reporting Period, the Company
and Alibaba Cloud achieved fruitful results in their cooperation. On the basis of OCJ
e-commerce Project, we jointly expanded Hebei Iron and Steel, Delong Iron and Steel, Sany
Group and other data middle office projects. In addition, the Company obtained the highest
level of Trusted Cloud MSP, “Excellent Level” certification, in the Trusted Cloud ® Cloud MSP
Capability Assessment hosted by CAICT.

In the field of smart city, the Company reached a strategic co-operative relationship with
two core cities, Chongging and Shenzhen, and achieved a breakthrough in the “smart city”
sector. Based on its core competence, the Company has made presence in niche fields such
as government data governance, data middle office, Al middle office, smart environmental
protection, smart energy, smart construction site, smart pension, and integrated visual
cloud.

Seizing the development opportunity of BO domain integration in 5G era with 0SS
business growing rapidly

Under the guidance of the national “new infrastructure” strategy, 5G development has
entered the “fast track”. In 2020, China built over 600,000 new 5G base stations and over
718,000 have been opened. With the commercialisation of 5G, operators will continue to
accelerate 5G construction, and investment in OSS software and services will also maintain a
healthy trend. In addition, 5G private network is accelerating its penetration into vertical

industries, which will bring a new increment space to the OSS development.

In 2020, the Company followed the 5G development trend and continued to deepen BO
domain integration and upgrade smart 5G network products. 5G network slicing, network
middle office, ReTiNA, SDN and other products continued to improve, 5G network slicing
products embraced the industry leading position, 5G private network gained a first-mover
advantage, network middle office in the leading camp, and 5G network intelligent products
possessed industry-leading influence.

In terms of technology leadership, the Company continued to build the influence of 5G
network intelligent technology, and actively participated in the work of international
standards and industrial alliances. The Company continued to promote 3GPP, ITU-T, ETSI,
O-RAN, ISO, IEEE, CCSA, 5G Slicing Alliance and other related works, which passed 19
international standards in total and won 2 TMF Catalyst Awards in 2020. The Company
jointly innovated with operators in 5G private network smart SLA, NWDAF and other fields,
deeply participated in the specification formulation of the next generation OSS system, and
seized the technical high ground for the subsequent commercialisation of 5G OSS.
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Further consolidating the leading position in the operator market and continuing to
guide the transformation and upgrading of BSS

The year 2020 was the year for the universal commercialisation of 5G in China. The three
major operators accelerated 5G networks construction and business development. The
number of current 5G package users in China has exceeded 300 million. With the growth of
5G users and the continuous business development, operators’ investment in 5G business
support, smart operation, IT transformation and centralisation, and product innovation will
continue to grow.

During the Reporting Period, the Company actively followed up the development strategy of
operators, continued to strengthen its leading position in the telecom BSS market and
continued to expand its business presence and maintained high market shares. The
Company sustained to strengthen the long-term stable cooperative partnership with existing
customers including operator headquarters, provincial companies and municipal companies
on the one hand, and followed the trend in the operators’ investment diversion and sought
cooperation opportunities proactively with potential customers including professional
operator companies, government departments and enterprises on the other hand.

In terms of 5G business support, the Company has steadily promoted the construction of
operators’ 5G SA billing system, 5G multi-dimensional billing, 5G network slicing end-to-end
management, 5G cloud network integration support, 5G integration package support, and
5G business end-to-end support upgrades and other 5G business support work. In terms of
5G smart operations, the Company actively participated in the construction of the smart
middle office and rights center of operators, continued to deepen customer operations such
as grid operations, digital content and service operations, and private traffic operations, so as
to enable operators to refine their operations. In terms of IT support transformation and
centralization, the Company continued to guide operators’ IT support transformation
planning, and promoted the construction of large-scale IT projects such as centralised nodes,
big data platforms, business operation management center supported by China Mobile, IOT
billing, government and enterprise billing centers, and accounting centers. In terms of digital
product innovation, the self-developed databases supported the domestication of operator
databases, the R&D of RPA robots helped automate and intelligentised business processes,
the development of knowledge mapping products helped customer service systems to be
more intelligent, and the building of an all domain Al platform contributed to smart front
office business.

Leading in technology R&D and product strength, and building high-quality products
with craftsmanship

In 2020, the Company adhered to the philosophy of “R&D first, innovation as priority”,
further improved technology and product R&D system, continued to improve the R&D
innovation strength and technology leading capability, optimised the R&D layout, and
increased the innovation and R&D investment in emerging businesses. Meanwhile, the
Company continued to build Asialnfo Competitive Products Plan System, building quality
products with craftsmanship, enabling vertical industry and ecosystem partners. In 2020,
with the 5G commercial in acceleration, the Company has built the core product system of
Asialnfo Technology, cultivated the capabilities of all domain products and solutions, and
accelerated to promote the commercialisation of our products in the telecommunication and
other vertical industries.

AND ANALYSIS
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The Company has built an industry-leading 5G cloud network product system, in which the
5G network slicing technology and products are leading the industry and 5G network
middle office system product has a demonstration effect in the industry. Customers
experience management (i.e. CEM) covers all domain, SDN/NFV product accelerates the cloud
network integration, and 5G private network is deployed in advance to continuously
enhance the influence of the 5G cloud network intelligence industry. In the BSS field, the
Company has successfully helped operators to achieve the upgrade of the core IT system for
5G SA, and the full commercialisation of smart middle office system. The Company has
created a data and Al product system, and many products have been fully commercialised in
vertical industries such as data middle office, Al middle office, edge Al, AlOps, knowledge
mapping, RPA robot process automation platform and other products. The Company also
further pushes forward the evolution of the middle office system, including cloud
management platform, PaaS platform, big data platforms, GIS platform, Al platform, etc. to
constitute the technical foundation that empowers various industries. In addition, the
Company has established a IT application innovation system with AntDB selected as the key
product on innovative aspect for information technology application by the ITAIWC and
created a series of innovative product sets, including 5G urban digital twin platforms, 3D
visualisation, 5G private network operation platforms, DevOps, etc. to help communication
and vertical industry customers carrying out digital transformation and innovation.

Building an ecological cooperation system of “One Mainstay, Three Links”, co-operating
with industrial partners for synergistic development, and winning wide recognition in
comprehensive strengths

During the Reporting Period, the Company constructed the preliminary ecological co-
operation system of “One Mainstay, Three Links”, and the exploration in ecological co-
operation achieved initial results. First of all, the Company used the capital link in the
“capital ring” to promote the strategic business implementation and growth, sought
investment as well as merger and acquisition opportunities which will bring strategic
synergy to the Company proactively, invested in innovative enterprises with core
technology, core product and new operation mode, or established joint ventures to expand
new business, strengthened the synergies at capital level and business level, and injected
new growth impetus to the outward development. Secondly, the Company reached strategic
co-operation with more enterprises in the “strategy ring” to join hands with operators, cloud
manufacturers and device makers for complementary purposes and win-win co-operation. In
particular, after China Mobile made a strategic investment in Asialnfo to be its second
largest shareholder, both parties deepened strategic co-operation, jointly explored
opportunities in digital intelligence, and provided customers with richer and multi-level
communication, information infrastructure and digital services. Finally, the Company sought
complementary co-operation opportunities in the “business ring”, realised rapid complement
of their own technical and product capabilities through various forms of co-operation, and
rapidly transformed product technical capabilities into business implementation. As of 31
December 2020, the Company had a total of 70 strategic partners, including operators, cloud
manufacturers and 5G manufacturers, and enterprises in vertical industries.

In 2020, the Company also won a number of awards, and its industry influence continued to
rise. The awards included the China’s Top 100 Comprehensive Competitiveness in Software
and Information Technology Services in 2020, China’s Most Influential Enterprise Brand in
Software Industry, the Top 100 “Leap Technology Enterprise” Award in Hong Kong Stock in
2020, and Outstanding Enterprise Award in Software and Information Services in China. The
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Company’s technology and solutions have been highly recognised by the industry by
winning two Golden Purple Bamboo Awards in the communication industry in 2020, namely
“Excellent Product and Technical Solution” and “5G Scenario Billing Contribution Enterprise”,
and four awards of TMF, including “Best New Catalyst Project”, “Digital Presentation Award”,
“Best Social Influence Award” and “Best Catalyst Award”, as well as “2020 China Artificial
Intelligence Leading Enterprise” Award, the runners-up for 2020 International AlOps
Challenge, the Champion of 2020 International Telecommunication Union (ITU) 5G Artificial
Intelligence Challenge in China, and the “2020 CIS Annual Innovation Product” Award for the
Edge Al All-in-one Machine. Many of our products have won China Excellent Software
Product Award by China Software Industry Association and the Annual 100 Independent
Innovation Achievement Awards by China International Software Expo. The Company
actively participated in the work of standardisation organisations and associations, and now
serves as a member of international standardisation organisations such as 3GPP, GSMA, TMF,
ETSI and ITU, as well as the standing director of the China Information Industry Technology
Federation, and vice chairman unit of Alliance of Industrial Internet, Internet Society of
China, China Software Industry Association, a member of the Working Group for DevOps
Standards, a member of the Cloud Computing Standards and Open Source Promotion
Committee, a vice chairman unit of the RPA Industries Development Alliance, and a vice
chairman unit of the Modern Digital City Industry Alliance. In addition, based on the original
qualifications, the Company has further won the capability assessment of Information
System Construction and Service (CS4 level), the excellent qualification of the “Cloud
Management Service Capability Assessment Certificate” by CAICT, the Level 3 evaluation in
the continuous delivery of “DevOps Capability Maturity Model”, the first batch of the highest
certification of “Advanced Level” for the DevOps tool evaluation, and successively passed the
international certification of CMMI Level 5, the world’s highest international software
certification.

FUTURE OUTLOOK:

The year 2021 is the inauguration year of China’s “14th Five-Year Plan”. The Company will seize the
opportunity to build “One consolidation” with high quality, promote “Three developments” at a
high speed. The Company will fully support 5G construction and promotion, assist the
cloudification and cloud use of large enterprises in vertical industries, further promote the
enhancement of data-driven operation value of various industries, and strive to become an enabler
of the digital transformation of large enterprises.

In the DSaa$S sector, we will further develop the leading edge, continue to expand the scale and
seize the market share. On one hand, we will continue to deepen the success models such as
results-based charging and make persistent efforts to promote it to more customers. On the other
hand, we will actively expand customers in vertical fields such as finance, government affairs and
public services, and continues to expand the customer base and business scale.

In the sector of vertical industries and enterprise cloudification, we will focus on five major
industries for in-depth development, further enhance sales and product capabilities, and continue
to expand the business scale. In the MSP sector, we will make deep binding with cloud vendors,
facilitate the implementation of co-operation projects, build benchmarks and expand market share.
In the smart city sector, we adhere to the product principle of “strengthening the middle office,
participating in applications and integrating the bottom”, and actively seek co-operation with local
governments, operators, cloud giants and regional leading companies to promote the
implementation of smart city projects.

AND ANALYSIS
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REVENUE
RMB

6,020

MILLION

In the OSS sector, we will actively participate in operator network intelligence and network
management system upgrades to expand market share. Relying on the industry-leading 5G cloud
network product system, we will continue to enhance the influence of our 5G OSS products in the
industry and help operators accelerating the cloud network integration and 5G private network
layout to realise the sustained and rapid growth of 5G OSS.

In the telecom BSS sector, we will seize the opportunity to accelerate the 5G popularisation,
provide customers with 5G business support, smart operations, professional company business
support platforms, localised independent controllable products in the telecommunications industry,
etc., further expand the business presence and continue to consolidate the leading position in the
operator market.

FINANCIAL OVERVIEW

Summary

In 2020, the Company continued to enhance the “One consolidation, Three developments”
strategic development thinking, and had achieved a good momentum of development and
operating results. Driven by the rapid development of “Three New” businesses, in 2020, the revenue
amounted to approximately RMB6,020 million (2019: approximately RMB5,721 million), increased by
5.2% year-on-year, among which, the revenue from the “Three New” businesses amounted to
approximately RMB780 million (2019: approximately RMB378 million), increased by 106.5% year-on-
year, with the growth reaching a new high. DSaaS business revenue was approximately RMB352
million, increased by 131.7% year-on-year; vertical industries and enterprise cloudification business
revenue was approximately RMB180 million, increased by 63.7% year-on-year; OSS business
revenue was approximately RMB248 million, increased by 114.0% year-on-year.

In 2020, the Company’s profitability continued to increase. Our gross profit was approximately
RMB2,303 million (2019: approximately RMB2,127 million), increased by 8.3% year-on-year, and our
gross profit margin was 38.3% (2019: 37.2%), representing a year-on-year increase of 1.1 percentage
points. Profit for the year was approximately RMB662 million (2019: approximately RMB409 million),
representing a significant year-on-year increase of 62.0%, and profit margin for the year reached
11.0% (2019: 7.1%), up by 3.9 percentage points year-on-year. The adjusted net profit amounted to
approximately RMB737 million (2019: approximately RMB673 million), and the adjusted net profit
margin was 12.2% (2019: 11.8%), representing a year-on-year increase of 0.4 percentage point.

In 2020, the net cash generated from operating activities amounted to approximately RMB710
million (2019: approximately RMB546 million), increased by 30.0% year-on-year, the net cash
generated from operating activities remained increasing.

Revenue

During 2020, the Company adhered to the business development strategy of “One consolidation,
Three developments”, and through industry-focused and digital transformation, the Company
accelerated its scalable expansion in the new business sectors in DSaaS, vertical industries and
enterprise cloudification, OSS business and brought revenue growth.
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The following table sets forth the breakdown of our revenue by business category, both in
absolute amounts and as percentages of our total revenue, for the periods indicated:
2020 2019
RMB’000 % RMB’000 %
Revenue
Software business:
Traditional business 5,239,769 87.0 5,341,013 93.4
New businesses 779,709 13.0 377,651 6.6
DSaaS 351,600 5.8 151,737 2.7
Vertical industries and enterprise cloudification 180,329 3.0 110,143 1.9
0SS 247,780 4.2 115,771 2.0
Total software business 6,019,478 100.0 5,718,664 100.0
Network security business 377 — 2,752 —
Total 6,019,855 100.0 5,721,416 100.0

Revenue in 2020 amounted to approximately RMB6,020 million (2019: approximately RMB5,721
million), representing a year-on-year increase of 5.2%. Among which, revenue from the “Three New”
businesses was approximately RMB780 million (2019: approximately RMB378 million), a growth of
106.5% year-on-year, accounting for approximately 13.0% of the revenue (2019: approximately
6.6%), and became an important driver for the Company’s business expansion.

Traditional business includes BSS business and sale of third-party hard-ware and software, system
integration services, business consulting services and corporate trainings. In 2020, revenue from
traditional businesses amounted to approximately RMB5,240 million (2019: approximately RMB5,341
million), a slight decrease of 1.9% year-on-year, accounting for approximately 87.0% of the revenue
(2019: approximately 93.4%), which was mainly due to the slowdown in contracts signed and
project delivery due to COVID-19.

In 2020, the revenue of “Three New” businesses arising from the provision of DSaaS amounted to
approximately RMB352 million (2019: approximately RMB152 million), representing a continuous
and rapid year-on-year increase of 131.7%, which was primarily due to the fact that we kept
abreast of market changes, quickly upgraded and optimised digital operation series products and
services, and the customer distribution and scale expanded rapidly.

In 2020, the revenue of “Three New” businesses arising from vertical industries and enterprise
cloudification achieved approximately RMB180 million (2019: approximately RMB110 million), a
significant year-on-year increase of 63.7%, which was mainly due to our continuous focus on and
assisted the digital transformation of the sectors such as government affairs, energy, postal,
transportation and other industries and brought revenue growth.
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THE GROSS
MARGIN

38.3%

In 2020, the revenue of “Three New” businesses arising from OSS business grew rapidly, and
achieved approximately RMB248 million (2019: approximately RMB116 million), a rapid increase of
114.0% year-on-year, which was mainly due to the accelerated popularisation of 5G
commercialisation and breakthrough in 5G commercial implementation achieved by operators in
many provinces for OSS business with rapid expansion in business scale.

Cost of Sales

In 2020, the cost of sales was approximately RMB3,717 million (2019: approximately RMB3,594
million), increased by 3.4% year-on-year, which was mainly due to the increase in implementation
costs of projects resulting from the expansion of business scale.

Gross Profit and Gross Profit Margin

In 2020, our gross profit was approximately RMB2,303 million (2019: approximately RMB2,127
million), up by 8.3% year-on-year, and our gross profit margin was approximately 38.3% (2019:
37.2%), representing a year-on-year increase of 1.1 percentage points. The increase in gross profit
margin in 2020 had reflected both our continuous strategic results in the product R&D of middle
office as well as our enhanced project management and continuous efficiency improvement in
project execution and delivery.

Selling and Marketing Expenses

In 2020, the selling and marketing expenses amounted to approximately RMB473 million (2019:
approximately RMB462 million), representing a year-on-year increase of 2.3%, which was primarily
due to our increased expansion of new business scale and the increase in manpower input.

Administrative Expenses

In 2020, the administrative expenses amounted to approximately RMB321 million (2019:
approximately RMB293 million), representing a year-on-year increase of 9.9%, which was primarily
due to the increase in recognised expenses this year resulting from the implementation of the 2019
share option scheme and the 2020 share award scheme.

R&D Expenses

R&D expenditures are fully expensed in the current period according to the Group’s accounting
policies. In 2020, the R&D expenses amounted to approximately RMB840 million (2019:
approximately RMB862 million), representing a slight year-on-year decrease of 2.6%. We focused on
our corporate strategy, proactively responding customer’s continuous business needs during their
digital transformation and market changes brought about by 5G, and continued to increase
investment in 5G-related products, DSaaS series products and R&D of technical platform products
with industrial characteristics.

Income Tax Expenses

In 2020, the income tax expenses amounted to approximately RMB102 million (2019: approximately
RMB132 million), representing a year-on-year decrease of 22.5%, which was mainly due to the effect
of the decrease in the taxable income. The effective income tax rate calculated based on the
adjusted profit before tax was 12.2%.



ASIAINFO TECHNOLOGIES LIMITED

ANNUAL REPORT 2020

MANAGEMENT DISCUSSION

AND ANALYSIS

Profit for the Year

In 2020, we achieved a profit for the year of approximately RMB662 million (2019: approximately
RMB409 million), representing a significant year-on-year increase of 62.0%. Profit margin for the
year reached 11.0% (2019: 7.1%), representing a year-on-year increase of 3.9 percentage points. The
main reason is the increase in revenue brought by the expansion of business scale and the
diminishing impact of non-operating items in 2020.

Non-HKFRS Measurement Indicators

We believe that indicators such as adjusted net profit provide useful information for investors and
others to compare operating performance across different periods and different companies by
eliminating the impact of items which are, in the view of our management, not indicative of our
business performance. Our management also adopts the same approach to understand and assess
our operating results. The impact of adjustments in 2020 was significantly reduced year-on-year.
The adjusted net profit for 2020 was approximately RMB737 million (2019: approximately RMB673
million). The following table reconciles our adjusted net profit for the periods indicated to the
profit for the year in accordance with HKFRS:

2020
RMB’000

(unaudited)

2019
RMB’000
(unaudited)

Reconciliation of profit for the year to adjusted net profit

Profit for the year

Add:
Pre-IPO share-based compensation plan related expenses
Amortisation of intangible assets due to acquisition
Interest expenses for the privatisation of syndicated loan

Net foreign exchange loss

Adjusted net profit

662,103 408,815
68,812 233,648
5,185 15,131
— 11,373

841 3,570
736,941 672,537

Financial Position

Net Current Assets

Our net current assets as at 31 December 2020 was approximately RMB2,911 million (31 December
2019: approximately RMB1,247 million), increased by 133.4% year-on-year. The change was mainly
due to the combined effects of the capital injection by the China Mobile Group and the increasing
income generated from operating activities of the Company. As at 31 December 2020, the
Company had sufficient working capital and its net current assets continued to improve.

Trade and Notes Receivables

Our trade and notes receivables represented the outstanding trade and notes receivables from our
customers for the purchase of our products or services. On 31 December 2020, trade and notes
receivables amounted to approximately RMB942 million (31 December 2019: approximately RMB841
million), representing a year-on-year increase of 12.0%. The turnover days of trade and notes
receivables were approximately 56.2 days (2019: approximately 51.2 days). Such change was mainly
due to the expansion of the business scale (the data disclosed above included trade and notes
receivables from the China Mobile Group).
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DECREASED TO

2.9%

Contractual Assets and Contractual Liabilities

On 31 December 2020, contractual assets amounted to approximately RMB1,722 million (31
December 2019: approximately RMB1,555 million), representing a year-on-year increase of 10.8%.
On 31 December 2020, contractual liabilities amounted to approximately RMB393 million (31
December 2019: approximately RMB297 million), representing a year-on-year increase of 32.5%.
Contractual assets and contractual liabilities changed in line with the expansion of the business
scale.

Goodwill

As at 31 December 2020, our goodwill in total amounted to approximately RMB1,932 million (31
December 2019: approximately RMB1,932 million), which was derived from the business
combination completed in 2010. The Company engaged a professional independent valuer to
conduct an impairment evaluation on goodwill as at the end of 2020. During the Reporting Period,
no indication for impairment of goodwill was identified and we did not record any goodwill
impairment loss. We will embrace 5G, cloud computing, big data, Al, IOT and other advanced
technologies actively, promote strategic transformation unswervingly and solidify “One
consolidation” with high-quality and promote “Three developments” with high speed, which will
have a positive impact on the scale of revenue and profit in the future year. Details of the value
and assumptions for the goodwill evaluation were set out in Note 15 to the consolidated financial
statements.

Trade and Notes Payables

The trade and notes payables represented outstanding trade and notes payables to third-party
hardware and software suppliers and outsourcing service providers. As at 31 December 2020, the
trade and notes payable amounted to approximately RMB149 million (31 December 2019:
approximately RMB358 million), representing a year-on-year decrease of 58.3%. The turnover days
of trade and notes payables decreased to approximately 24.9 days (2019: approximately 36.3 days),
which was mainly attributable to the payment of amounts due to the suppliers.

Significant Investments Held, Significant Acquisitions and Disposals of Subsidiaries and
Future Plans for Significant Investments on Capital Asset Acquisition

The Group had no significant investments held or significant acquisitions and disposals of
subsidiaries for the year ended 31 December 2020. As at 31 December 2020, the Group had no
future plans for significant investments in capital asset acquisitions or disposals of subsidiaries.

Indebtedness, Contingencies and Pledge of Assets
We are committed to ensuring a comprehensive financial security and maintain a healthy cash level
and stable liability structure with sufficient solvency.

For the year ended 31 December 2020, we had total bank borrowings of approximately RMB137
million (2019: approximately RMB594 million), representing a year-on-year decrease of 76.9%, which
was mainly due to the repayment of bank loans during the year. As of 31 December 2020, our
working capital was mainly derived form the shareholders’ investment and daily operation and the
gearing ratio' was approximately 2.5% (2019: 15.2%).

Note 1: Gearing ratio was calculated by dividing total bank borrowings by total equity and multiplied by
100%.
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AND ANALYSIS

As of 31 December 2020, our total restricted cash deposits amounting to approximately RMB272
million (2019: approximately RMB350 million) had been pledged to secure bank borrowings, letters
of guarantee and notes payable.

As of 31 December 2020, save as disclosed in this annual report, we did not have any plan for
material external debt financing, nor there was any outstanding debt securities, charges,
mortgages, or other similar indebtedness, leasing commitments, guarantees or other material
contingent liabilities. For details of our capital commitments and operating leasing commitments,
please refer to note 35 set out in the consolidated financial statements.

Cash Flow

Our business features enable us to maintain a healthy cash flow level. The net cash generated from
operating activities in 2020 amounted to approximately RMB710 million (2019: approximately
RMB546 million), representing a year-on-year increase of 30.0%. This was primarily attributable to
the combined effects of the continuous growth in the business scale and the enhanced internal
intensive management.

Our net cash used in investing activities in 2020 was approximately RMB1,012 million, which was
mainly due to the purchase of wealth management products issued by various banks and other
financial institutions by the Company. No single wealth management product investment
accounted for over 5% of the Group's total assets. In 2019, we recorded a net cash generated from
investing activities of approximately RMB823 million, which was mainly due to the discharge of
mortgaged bank deposits.

Our net cash generated from financing activities in 2020 was approximately RMB199 million, which
mainly due to the combined effects of the proceeds from the share subscription by the China
Mobile Group and repayment of bank loans and payment of annual dividends. In 2019, we
recorded a net cash used in financing activities of approximately RMB1,366 million. Such cash
outflow was mainly used for the repayment of bank loans.

Foreign Exchange Risk

Foreign exchange risk is the risk of loss resulting from changes in foreign currency exchange rates.
Fluctuations in exchange rates between RMB and other currencies in which the Group conducts
business may affect its financial position and results of operations. The foreign exchange risk facing
the Group mainly comes from movements in the HKD/RMB and USD/RMB exchange rates.

As of 31 December 2020, the Group did not have foreign currency hedging activity. However, the
management of the Group monitors foreign exchange exposure and will consider hedging
significant foreign currency exposure should the need arise.

Funding and Working Capital Management

Funding and liquidity are managed by the treasury department. The treasury department is
responsible for the overall management and implementation of the Group’s internal funding,
including developing funding management policy of the Group, preparing the annual funding plan,
supervising and evaluating the execution and implementation of funding plan and taking charge of
the daily funding management of the members of the Group. We also adopt an intensive funding
management policy and issue the administration measures on various aspects for funding
management such as account management, capital budget, fund payment as well as credit and
facility grants so as to ensure fund safety and improve the performance and efficiency in funding
management.

THE
CASH FLOW

110

MILLION
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1 ABOUT THIS REPORT
Guidelines for this Report
Asialnfo Technologies is pleased to publish the 2020 Environmental, Social and Governance
(“ESG”) Report (“ESG Report” or this “Report”). This Report is prepared in accordance with
the Environmental, Social and Governance Reporting Guide (“ESG Guide”) set out in

Appendix 27 to the Listing Rules and published in both Chinese and English version.

Scope of this Report
Reporting scope: Unless otherwise stated, the reporting scope covers the Group.

Reporting period: Unless otherwise stated, the reporting period is from 1 January 2020 to 31
December 2020.

Statement on this Report
This Report is prepared based on the reporting principles of materiality, quantitative,
balance and consistency in the ESG Guide and is disclosed in compliance with the provisions

of “comply or explain”.

Materiality: The Group determines the impact of ESG-related issues on internal and external
stakeholders through the materiality issue assessment process, so as to conduct key

responses and disclosures on material issues.

Quantitative: The Group establishes data statistics mechanism for the measurable KPIs
specified in the ESG Guide, and discloses the numerical calculation results in this Report and

indicates the basis of calculation and statistical standard.

Balance: This Report reflects objective facts and discloses both positive and negative

indicators information.
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3 STAKEHOLDERS’ COMMUNICATION
Daily Communication with Stakeholders
The Group has always been committed to establishing diversified communication channels
with stakeholders, attached great importance to the expectations and reasonable
suggestions given to us by stakeholders and established a normalised and multi-channel
communication mechanism for stakeholders to actively understand and respond to the

reasonable demands of various stakeholders.

We look forward to obtaining valuable opinions on the sustainable development of the
Group through the effective interaction with all parties, so as to truly integrate the ESG
governance into our daily operation. The table below sets out the major external

stakeholders identified by the Group, expectations and requirements and the

communication channels during the Reporting Period.

Stakeholders

Expectations and Requirements

Communication Channels

Investors or

Financial performance

General meeting

Shareholders Information disclosure Annual report, financial statements and
Investors interaction and communication announcements
Results release meetings and road shows
The Company’s website
Staff Safety and health CEO direct contact line
Development potential and platform Staff satisfactory survey
Training activities
Customers Products and services Customer satisfactory survey
Privacy security Product release meetings and exhibitions
Customer communication platform
Suppliers Procurement policy Annual assessment

Fair transaction
Sound cooperation

Tendering and bidding activities
Purchasing activities

Business partners

Product R&D
Product support-based services capacity
Supply chain management

Communication through meetings
Public events

Government or
regulatory bodies

Compliance with laws and regulations
Anti-corruption

Community investment

Achieving high energy efficiency
Environmental protection

Government-enterprise
cooperation projects

Special reporting

Regular supervision

Media

Information security management
Prevention from child and forced labour
Employment management

Press conference
Media interview
New media such as MicroBlog and WeChat
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During the Reporting Period, we organised a wide variety of activities to communicate with

stakeholders and achieved good communication results.

Since 2017, the Group has specifically developed the first real-time communication platform
for its internal employees — Microservice Platform (f AR 75 1 38 &%), which covers all
employees in which every employee can raise questions about the processes and policies of
various human resources, administrative, financial and other affairs, and can also ask
questions about the office OA and “Xin Tribe ({5 #65%)” App of the Group. The Group has
collected suggestions from employees on the execution of policies, which provided
reference for improvement for subsequent work. Meanwhile, internal employees will be
notified of information on various activities, training, campus recruitment, internal position
recommendation. Each functional department has a dedicated “customer service” staff to
answer questions from employees. As of the end of the Reporting Period, the seven sub-
groups of the Microservice group had completed online answers to 21,122 questions, and a
part-time “customer service” staff had responded to 1,173 questions on average and had

become a personal butler for every Asialnfo employee.

Materiality Analysis on ESG Issues

In order to ensure the continuity and consistency of material issues, during the Reporting
Period, on top of the material issues identified in 2019 and taking into account the
development trends of the industry in 2020 and the business characteristics of the
Company, the Group re-analysed and updated the existing material issues. Compared with
2019, three new issues have been added: namely energy efficiency, protection of intellectual
property rights and 5G product R&D and the issues of prevention of child and forced labor
has been deleted. During the Reporting Period, with the increasing concern of all sectors of
society on climate change, the emergence of 5G technology and the increasing efforts to
protect intellectual property rights, the materiality of related issues has increased to a
certain extent. The adjusted issues have been submitted to the Board for approval. The
materiality of environmental and social issues is ranked in the following materiality analysis
matrix diagram and table. The issues in the yellow areas in and near the upper right corner
are identified as highly important ones and will be highly disclosed in the following chapters
accordingly. Issues in the white areas in the upper left and lower right corners are identified
as moderately important issues, and issues in the blue areas in the lower left corner are the
least important issues. In addition, Asialnfo Technologies will make reference to the analysis
results in our future sustainable development works to effectively promote the Group's

sustainable development process of various works.
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Materiality Analysis on ESG Environmental Issues of
Asialnfo Technologies in 2020

High

Importance to stakeholders

o High

Importance to the Group

Materiality Analysis on ESG Social Issues of
Asialnfo Technologies in 2020

®® oc®

Importance to stakeholders

Importance to the Group

Environmental Aspects

Issues of high materiality

Resources utilisation and

® High

management
2. Achieving high energy
efficiency
3. Pollutants emission and
management
Issues of medium 4. Environmental protection
materiality and natural resources
5. Electronic waste
Issues of low materiality 6. Mitigation and adaptation
to climate change
Social Aspects
Issues of high materiality 1. Product liability
2.  Employment management
3. Information security
management
4.  Supply chain management
Issues of medium 5. Employees development
materiality and training
6. Intellectual property
protection
5G product R&D
Occupational health and
safety
9. Social-economic
compliance
10. Anti-corruption
Issues of low materiality 11. Community investment
12. Interaction and

communication with

investors
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MAINTAIN OUR PRODUCT RESPONSIBILITY AND EMPOWER
INDUSTRY DEVELOPMENT THROUGH INNOVATION

Customer-oriented Product Responsibility Management

Asialnfo Technologies has in-depth insight into IT, network environment and business
operation demand, and is committed to becoming an enabler of large enterprises’ digital
transformation. During the course of business operations, Asialnfo Technologies has always
complied with the laws and regulations such as the Product Quality Law of the People’s
Republic of China ({(#2E AR FEFIEIE A& £ %)), Advertising Law of the People’s Republic
of China ((FZE AR FEFIEEE%)), Network Security Law of the People’s Republic of China
(PEAREMBAELEZ2E)) and Interim Measures for the Administration of Internet
Advertising (( EE$#BESE R E1TH%)) to ensure that no major violations of relevant laws

and regulations that affect business operations occurred during the Reporting Period.

Asialnfo Technologies insists on its customer-centric business philosophy and actively
embraces emerging technologies such as 5G, cloud computing, artificial intelligence, Internet
of Things and big data. Leveraging our in-depth business abilities, solid industry experience,
excellent project management capabilities and abundant software product mix, we focus on
government, finance, transportation, postal, telecommunications and other sectors by deeply
exploring customer demand, establishing smooth complaints and feedback channels,
maintaining good customer relationships and improving customer service experience, so as
to continuously improve our service quality, explore new business model in the industrial

Internet era and empower customers to achieve digital transformation.

Asialnfo Technologies strictly protects customer privacy. During the Reporting Period, we
issued several rules such as the Asialnfo Technologies Customer Support Security
Management Requirements ((RERIRE P X HELZ 2B EK)), Asialnfo Technologies
Customer Support Network Security Management Standard ((SE{5RIH B P T BEREL2E
2 # & )) to regulate the management in network security, employee security,
environmental security, access control, and development security, office terminal security
and data security, and establish a supervision mechanism to carry out regular supervision
and inspections to discover and deal with problems in a timely manner. In addition, the
Company has issued the Asialnfo Technologies Source Code Security Management
Requirements ({2815 BHR R % 2 & 1 23K)), which provides for security management
of the source code of the Company and its customers to ensure the security of the source
code, which further improves the customer data protection system and privacy policy

system, and effectively protects the privacy rights of customers.

Asialnfo Technologies attaches great importance to product after-sales service, establishes a
sound customer complaint management mechanism, and expands customer complaint
feedback channels. Once complaint cases received are confirmed by the customer service
department, it will immediately coordinate with the relevant departments for handling, and
customer service department will be responsible for the entire follow-up process, and will
not treat the case as completed until the complaining customer confirms that the issue is
resolved. During the Reporting Period, the total number of complaints about products and
services received by the Group was nil, and there was no recall of products sold due to

safety and quality issues.
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Surpassing Self-developed Innovative Technology

Innovation is the primary driving force for development. Asialnfo Technologies keeps pace
with the times with pioneering and innovative spirit. Guided by the business strategy of
“One consolidation, Three developments” and in response to the national strategy, we
leverage our expertise to facilitate the construction of “new infrastructure” and the
technological upgrading of the entire society, making our contribution to the strategy of
Digital China.

During the Reporting Period, Asialnfo Technologies continued to formulate and improve its
internal policies such as the Asialnfo Technologies Product R&D Project Management
Measures ((SEIE Bt E MM IE B B E #1)5)) and 2020 R&D Project Performance
Evaluation Plan ({2020F #2518 B &30 E % /7 %)) to standardise the establishment, process
tracking, project closure, performance assessment and other processes of software product
R&D projects in a systematic manner. Asialnfo Technologies has allocated different capital
investment and project personnel and set up different approval procedures for different
types of R&D projects, which has effectively improved the efficiency of resources allocation
and optimised the management process of R&D projects.

Asialnfo Technologies adheres to the concept of “R&D first, innovation first”, continues to
enhance R&D and innovation capabilities and technology leadership capabilities, optimise
R&D layout, and enhance innovation in emerging business directions and R&D investment.
From product to product leadership, Asialnfo Technologies will build a high-quality product
planning system to create high-quality products with ingenuity, and empower vertical
industries and ecological partners.

In 2020, for 5G to empower hundreds of industries, Asialnfo Technologies has built a core
product system and cultivated product and solution capabilities. A number of high-quality
products have been successfully commercialised in the communications and vertical
industries.

We have built an industry-leading 5G cloud network product system, 5G network slicing
technology and product industry leadership, 5G network mid-station system product
industry demonstration effect, customer experience perception CEM covering the entire
domain, SDN/NFV product cloud network integration accelerated, 5G dedicated and
advanced network layouts, continuously improving the influence of the 5G cloud network
intelligent industry.

In the BSS field, we have successfully helped operators upgrade their core IT systems for 5G
SA, and the intelligent middle office system has been fully commercialised.

We have built a data and artificial intelligence product system. Data middle office, Al middle
office, edge Al, AlOps intelligent operation and maintenance, knowledge graph, RPA robot
process automation platform and other products are fully implemented in vertical industries.

We further continue to evolve the middle office system, including cloud management
platform, PaaS platform, big data platform, GIS platform, Al platform, etc., which constitutes
the technology base that empowers hundreds of industries.

We have created a series of innovative product sets, including 5G urban digital twin
platform, 3D visualisation, 5G private network operation platform, DevOps, etc. to help
customers in communications and vertical industries to carry out digital transformation and
innovation.
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In 2020, Asialnfo Technologies has formed a more completed technology and product
research and development system, and won mul