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Financial Highlights & Key Events in 2003

Financial Highlights

2003 2002 2001
Net revenue* $ 57.50 $64.70 $71.40
Total revenues $116.20 $121.30 $189.00
Gross profit $34.00 $40.30 $55.50
(Loss) income from operations $ (28.00)** $4.70 $10.40
Net income $ (28.10)** $2.90 $11.70
Diluted earnings per share $(0.63)** $0.06 $0.26

(All figures in US$ million, except per share déta)

*Net Revenue is defined as total revenue net of hardware costs. Please refer to the table reconciling this Non-GAAP measure for the five years ended
December 31, 2003, on page 21 of the Company's Farm 10k included in this report. Asialnfo believes that the presentation of this non-GAAP measure
provides useful information for investors regarding the Company's financial performance. The presentation of this additional information is not meant

to be considered in isolation. or as a substitute for the Company's financial results prepared in accordance with GAAP.

**In the first quarter of 2003 Asialnfo took a non-cash impairment charge of US$30.2 million, resulting from an independent valuation of the goodwill
and acquired intangible assets mainly attributable to the Company's February 2002 acquisition of Bonson Information Technology Holdings.
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Key Events im 2003

February Telecommunications veteran Xingshéng Zhang named Chief Executive Officer of
Asialnfo; James Ding elected Chairman of Board.

June Asialnfo and Ericsson (China) sign a Memorandum of Understanding on strategic
co-operation to explore 3G related solutions.

July Asialnfo and Frost & Sullivan sign a Memorandum of Understanding on strategic
co-operation to jointly offer China's telecom carriers specialized advice on business
operations management and support systems that combines integrated IT solutions,
leading software and advanced operation and management consultancy.

August Asiainfo and the China Academy of Teleccm Technology (CATT) of the Ministry
of Information Industry (MIl) sign a Memorandum of Understanding on future
strategic co-operation to jointly conduct telecom operation development research
under the authority of the MlL

October Asialnfo celebrates its 10th Anniversary by holding a commemoration event with
its employees, customers and partners in Beijing. At the same time, the company
holds its first annual "Asialnfo Investment Community Day" at its China headquarters.

October Asialnfo enters new markets with US$3 million asset acquisition from Pacific Software.

November Asialnfo and Nokia sign a Memorandum of Understanding on strategic co-operation
to jointly research 3G and wireless data applications.

o ,,;% November Asiainfo and Shanghai Mobile sign a Memorandum of Understanding on future
/, strategic co-operation, particularly in the Business Operation Support System
A ‘u// \ (BOSS) related field. Immediately following this, Asialnfo wins a BOSS network

optimization contract with Shanghai Mobile.
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To Our Shareholders

Xingsheng Zhang
President and CEO

"Looking ahead to 2004, the
uncertainty resulting from the
telecom reorganization that has
clouded China’s telecom industry for
the last few years is finally clearing
and we are now in a better position
to plan for the future.”

Dear Fellow Shareholders,

The year 2003, which marked Asialnfo's ten-year
anniversary, was a year of challenges, changes and
achievements for our company. As we look back on the
past decade, we reflect on the great strides the company
has made - from building China's first national commercial
Internet backbone in 1995, to being the first private Chinese
technology company to list on Nasdagq in 2000, to achieving
our current position as one of China's top IT companies.
The hurdles of the year - continued industry restructurings
and uncertainty in the telecom market, as well as
unforeseen events such as the SARS outbreak in mid-year
- were good reminders of our need to be flexible and
adaptable, and to be continually prepared for the
unexpected as we enter our second corporate decade.

When | joined Asialnfo in April 2003, | was immediately
struck by the strong company tradition that existed and
the enormous passion of our employees. | spent the first
few months immersing myself in the company's
remarkable history and culture, as well as examining our
core strengths and weaknesses. During the last ten years
we have been a leading system integrator and software
developer for China's telecom industry, establishing a
strong brand identity and loyal customer base. Looking
to the future, | believe we have the potential to strengthen
the company by diversifying our revenue streams and
becoming not just a provider of software solutions and
systems integration, but a provider of services in
partnership with our key customers.

As a result, during the year we made significant changes
to our management team, strategy and organizational
structure. We reorganized our strategic business units
(SBUs) around core customers in order to best strengthen
customer relationships and ensure deep understanding
of their needs. We promoted managers from within and
hired new management members to lead these SBUs,
ensuring a professional management team with broad
expertise and experience.




In 2003 we also began to establish strategic cooperation
agreements with leading international and domestic
organizations including China Academy of Telecom
Technology (CATT) of MII, Ericsson, Nokia, Frost & Sullivan
and Shanghai Mobile. These partnerships enable us to
bring additional benefits to our customers through greater
depth of service and encourage increased collaboration
between Asialnfo and industry leaders.

And importantly, we made a strategic acquisition, bringing
on Pacific Software's Human Resource Management and
Business Intelligence assets at the end of the year, enabling
us to diversify our customer base into new industries for
the first time in the company's history. Strategically, the
acquisition represented a change from a total telecom
solutions provider to a total customer solutions provider.
Our ability to now offer more in-depth solutions and
services to a wider range of customers across industry
sectors is not only beneficial to Asialnfo and our long term
growth, but also to our customers in meeting their changing
needs.

The initial results from these actions have already been
extremely positive, with very good customer feedback to
our increasingly customer-focused and market-centric
organization. From a financial point of view, the increased
efficiency of our new structure also enabled us to meet
our annual guidance for net income, despite the fact that
revenues were down from last year.

Looking ahead to 2004, the uncertainty resulting from the
telecom reorganization that has clouded China's telecom
industry for the last few years is finally clearing and we
are now in a better position to plan for the future. While
overall telecom spending in 2004 is likely to remain at the
same level as this year, we believe most of the Chinese
operators will focus more on value-added service solutions,
business support systems, customer relationship
management and billing solutions - all of which are key

strengths for Asialnfo. Other areas, such as investments
in broadband technaology, are also likely to continue and
Asialnfo is well positioned to work with our long-term
customers in this and other areas of growth.

Asialnfo's newly established HRM business is also poised
to take advantage of market opportunities. China's newly
established State Assets Supervision and Administration
Commission (SASAC) has sent a clear message to all of
China's large companies and State Owned Enterprises
that improving management efficiency and introducing
modern management structures should be a priority going
forward. This will lead to increased demand for advanced
business and management support systems such as HRM
solutions offered by Asiainfo. We believe we are in a
strong position to capture a large share of this market as
we currently enjoy a significant competitive advantage
over both domestic and international players due to our
size and market knowledge.

These trends are positive for our business, and with our
new strategy, company structure, and improved customer
relationships we are confident that 2004 will be a good
year for the company and a strong start to our second
corporate decade.

I'd like to end by thanking our shareholders, customers,
partners and employeeas for the tremendous support shown
to Asialnfo over the last ten years. Today we are turning
a new page on the company's history, as a mature company
with a strong management team and solid plan for growth.
Like all businesses, we will continue to face new challenges
in the future, and | have full confidence in our ability to
prosper in the next ten years and beyond.
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Xingsheng Zhang
President and CEQ
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In 2003, Asialnfo took a number of important steps designed to position the company for long-term
growth. With newly acquired offerings in the areas of Human Resource Management and Business
Intelligence, the company diversified into areas outside of the telecom industry and expanded into new
and fast growing vertical market segments. During the course of the year the company also conducted
an internal restructuring, reorganizing its Strategic Business Units (SBUs) to revolve around specific

customers and/or areas of business. Asialnfo created one point of sales contact per major customer,
with SBUs focused on key clients such as China Mobile, China Telecom, China Unicom and China
Netcom, and was able to streamline relationships and service. This more integrated approach has
already allowed Asialnfo to serve and anticipate its customers’ needs more efficiently and effectively
and will further strengthen the company’s “total customer solutions” capabilities going forward.

Products and Sclutions

Asialnfo leverages its core strengths in information technology software and services into product and
solution offerings to leading telecommunications service providers, as well as major enterprises in the
power and transportation markets in China. The company's offerings include seven categories of software
products, each of which is given the name "Open" because the software instalied is designed with open
architecture to facilitate further development and customization for specific purposes. Asialnfo integrates
a combination of these products, together with its services, into solutions according to individual customer
needs.

AiOpenBOSS

AlOpenBOSS is capable of being developed into full-service business operation support systems (BOSS)
based on its core convergent billing function. Software products under this category include Asialnfo
Online Billing System, Asialnfo Convergent Billing System, Al-BS Mobile Business Operating Support
System and Asialnfo Integrated Settlement System.

AlOpenCRM

AlOpenCRM is a leading customer relationship management (CRM) solution suite launched by Asialnfo
for Chinese telecommunications operators. AlOpenCRM is an efficient system for operators to improve
customer service quality, customer satisfaction and build strong customer relationships. Products in
this suite include Asialnfo Customer Care and Relationship Management System and Asialnfo Order
Management System.

AlOpenBI

The core of Asiainfo's business intelligence (Bl} solution, AlIOpenBl|, is a carrier-class operating analysis
and decision support system platform. With embedded technology such as data warehousing, online




analytical process and data mining, A/OpenB/ enables carriers to make management decisions based on analysis
of customer behavior, competitive environment, business profitability and other parameters. The system is able
to proactively generate business operation reports, which serve as a basis for top management decisions. The key
product under AlQpenBlis called AIOmniVision.

AlOpenXpert

AlOpenXpert, Asialnfo's network management product suite, includes network access and backbone infrastructure
design and implementation for telecommunication and Internet service providers. A/OpenXpert supports a wide
array of network technologies, which generally involve: network planning, network design, network implementation
and network performance optimization. The main software product in the network management area is A/NetXpert.

AlCpenAPP

Asialnfo designs and provides applications for Internet access, Internet Protocol (IP) telephony and virtual private
networks (VPN) that enable the provision of commercial services to end-users. Specific software products include:

- Asialnfo Mail Center (AIMCJ: the company's flagship online messaging software. It supports electronic mail
systems ranging from small Internet service providers to large-scale mail hosting providers, allowing them to
offer e-mail services;

- Asialnfo Unified Messaging System (AIUM) and Asialnfo Internet Short Messaging Gateway (AlISMG}): information-
exchanging platforms for wire, wireless and Internet networks, providing customers with the freedom to choose
among e-mail, telephone, facsimile and mobile telephone for sending and receiving text messages;

- Asialnfo VisionXpert (AIVX): a support system for video-conferencing operations, providing conference schedule
management, resource management and the management of users' data and rights.

AlOpenElS

"EIS" refers to enterprise information solutions, and the main product under A/OpenElS is Human Resources
Management (HRM) Systems, which provide enterprises with a highly functional and efficient computerized system
that enables the accurate, timely and standardized capturing, storage, analysis and maintenance of all HR-related
information. The company's HRM solution is also capable of facilitating all key HR management functions, from
basic data collection, filing, analysis and reporting, to performance review and salary/incentives management, to
organization development management. In particular, the HRM solution allows China's large enterprises, especially
those former or existing state-owned enterprises, to comply with governmental requirements on human resources
management and requirements of domestic labor laws on pension, housing and insurance. It also supports the
management of career promotion systems for skilled workers based on numerous state-administered tests. With
the acquisition of Pacific Software's HRM business in December 2003, Asialnfo is now a leading provider of human
resource management software solutions for large enterprises in China.

AlOpenPRM

AlOpenPRM is a system recently developed by Asialnfo that calculates, manages and reconciles payment for
intercarrier network access, including settlement of roaming charges between mokile operators, as well as management
of agreements and settlements between operators and their business partners. "PRM" refers to partnership relationship
management. The AIOpenPRM solution also provides support to telecommunications
operators in their services o large enterprise customers and high-end individual
customers, as well as their relationship management with third-party sales channels.

Services

An integral part of Asialnfo's total customer solutions business is providing customers
with professional IT services including network planning, design and optimization,
as well as technical training, while gradually outsourcing lower end services,
such as hardware installation. In direct response to its customers' needs, Asialnfo
has recently expanded its services business to include the provision of professional
maintenance and support services. This service component of the company's
business will become increasingly important, particularly as telecom networks
become more complex and Chinese carriers pay more attention to improving
their efficiency.




Board of Directors

Dear Fellow Shareholders,

It was with great pride that | took on the responsibility of Chairman of the
Board in 2003. Since Edward Tian and | founded the company ten years ago,
the Board has played an important role in guiding the company's development
and ensuring commitment to issues such as strong corporate governance
and high levels of transparency. The roles and responsibilities of Boards
of Directors have received increasing scrutiny in recent times, and Asialnfo
has always followed and responded to these debates with care. This past
year we took a number of steps to ensure that we continue to uphold the
highest standards - both in China and internationally.

In 2003 we welcomed three new board members, Weiying Zhang, Ying Wu
and Tao Long, each of whom is "independent" under the Nasdaq Market
Rules. With backgrounds in economics, telecommunications, accounting,

i .
| James Ding finance, and management, they add an even deeper level of expertise to our
Chairman of the Board already strong Board.

All members of our audit committee are "independent" and qualify as "audit
“W@n‘ﬂ«ﬁmg Gﬂ@S@ﬂV with committee financial experts", as defined by the Securities and Exchange
Commission rules. In addition, in response to new requirements under the

Asialnfo’s management
g & Sarbanes-Oxley Act and other corporate governance rules, Asialnfo updated

team, we look forward to its code of ethics, audit committee charter, disclosure policy, and insider
another strong and trading policy. Asialnfo's compliance committee, which includes our CFO
successiul vear for the and other management personnel, has initiated various activities to raise
company. o employees' awareness of the importance of complying with legal, regulatory

and ethical requirements.

As we move into 2004, we will continue to ensure that our Board and Board
Committees have the resources needed to fulfil the company's oversight
processes. Working closely with Asialnfo's management team, we look
forward to another strong and successful year for the company.

Sincerely,

“L 2

James Ding
Chairman of the Board




Board of Directors @

James Ding*
One of Asialnfo’s co-founders, Mr. Ding served as Chief Executive Officer and president of Asiainfo from May 1999
until April 2003 and has served as a member of the Board of Directors of Asiainfo since the company’s inception.
He was Senior Vice President for Business Development and Chief Technology Officer from 1997 to 1999. Prior to
that, Mr. Ding was the company’s Senior Vice President and Chief Technology Officer from 1993 to 1997.

Alan Bickell"*®
Mr. Bickell has served as a member of the Board of Directors of Asialnfo since March 1999. Mr. Bickell retired in
November 1996 as corporate Senior Vice President of Hewlett-Packard Company and Managing Director of Geographic
Operations, a position he had held since 1992.

Tao Long1"3
Mr. l.ong has served as a member of the Board of Directors of Asialnfo since January 2003. He founded and has
served as Chairman of Beijing Investment Consultants, Inc. since 1991. Mr. Long has also been an Associate Professor
and Director of the Western Accounting Division of China Central University of Finance & Economics for the past
19 years. Previously, Mr. Long worked for KPMG in New York as an auditcr and financial analyst.

Chang Sun®?*
Mr. Chang Sun has served as a member of the Board of Directors of Asialnfo since December 1997. Mr. Sun has
been a Managing Director of Warburg Pincus, a major shareholder and affiliate of Asialnfo, since 1995. Previously
he was an Executive Director of Goldman Sachs {Asia) LLC.

Edward Tian
As a co-founder of Asialnfo, Dr. Tian has served as a member of the Board of Directors of Asialnfo since the
company's inception. He served as Asialnfo’s President until May 1999. Tocday Dr. Tian is the Vice President of China
Netcom Communications Group Corporation (“CNC Group”), CEO of CNC International Corporation Ltd., and CEQ
of CNC Southern Corporation Ltd.

Ying Wu
Mr. Ying Wu is the co-founder and Vice-Chairman of Nasdag-listed UTStarcom Inc., a leading global provider of
wireless and wireline access and IP switching solutions, and President of UTStarcom China. Before founding Starcom
in 1991, which later merged with Unitech in 1995 to become today's UTStarcom, Mr. Wu was a member of the
technical staff and senior project manager of AT&T Bell Labs, which he joined in 1987.

Xingsheng Zhang
Xingsheng Zhang serves as President and Chief Executive Officer of Asialnfo. A twenty-year veteran in the Chinese
telecommunications industry, Mr. Zhang was previously Chief Marketing Officer of Ericsson (China) Co. Ltd. Before
joining Ericsson, Mr. Zhang worked in engineering and management positions with different organizations of Beijing
Toll Telecom Bureau, Beijing Telecom Administration and China International Telecom Construction Corporation of
Ministry of Posts & Telecom, now Ministry of Information Industry.

Weiying Zhang"*
Mr. Weiying Zhang, a highly respected economics and management expert in China, joined Asialnfo’s Board of
Directors in October 2003. Professor Zhang has had a long career working on developing economic policies for
China, and his works have contributed significantly to the ongoing formulation of enterprise reform policies and,
specifically, the transition and development of Chinese State Owned Enterprises in China. Currently he is a member
of the Advisory Board for the State Informatization Committee, and a member of the Advisory Board for the
Telecommunication Law Drafting Committee. Professor Zhang received his doctorate degree in economics from
Oxford University, and is now a Professor of Economics and the First Associate Dean of Guanghua School of

Management at Peking University.

Michael Zhao
Mr. Zhao has served as a member of the Board of Directors of Asialnfo since 1999. He worked with the company
from January 1997 until September 2003 in a number of roles, the last as Senior Vice President and General Manager
of the Communications Solutions Unit {previously, Network Infrastructure Solutions). Today Mr. Zhao is the President
and CEO of Array Networks, Inc. Mr. Zhao has a Ph. D. from State University of New York at Buffalo and an MBA
from Rutgers, the State University of New Jersey.

1 Audit Committee

2 Compensation Committee

3 Finance Committee

4 Nominating and Corporate Governance Committee
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Except for historical information, the statements contained in this Annual Report on Form 10-K are forward-
looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the
Securities Exchange Act of 1934. The Private Securities Litigation Reform Act of 1995 (the “Reform Act™)
contains certain safe harbors regarding forward-looking statements. Certain of the forward-looking statements
include management’s expectations, intentions and beliefs with respect to our growth, our future operating
results, the nature of the industry in which we are engaged, our business strategies and plans for future
operations, our needs for capital expenditures, capital resources and liquidity, and similar expressions concerning
matters that are not historical facts. Such forward-looking statements are subject to risks and uncertainties that
could cause actual results to differ materially from those expressed in the statements. All forward-looking
statements included in this document are based on information available to us on the date hereof, and we assume
no obligation to update any such forward-looking statements. These cautionary statements are being made
pursuant to the provisions of the Reform Act with the intention of obtaining the benefits of the safe harbor
provisions of the Reform Act. Among the factors that could cause actual results to differ materially are the
factors discussed below under the heading “Item 7. Management’s Discussion and Analysis of Financial
Condition and Results of Operation—Factors Affecting Our Operating Results and Our Common Stock.”

" <

In this report, “Asialnfo,” the “Company,” “we,” “us,” and “our” refer to Asialnfo Holdings, Inc. and its

subsidiaries.

PART I
ITEM 1. Business

Overview

We are a leading provider of high-quality software and network solutions in China. We provide total customer
solutions to some of China’s largest companies, helping our customers to increase their business value in fast-
growing and evolving markets. In the telecommunications market, our software products and network services
enable our customers to build, maintain, operate, manage and continuously improve their communications
infrastructure. Our largest customers are the major telecommunications carriers in China and their provincial
subsidiaries, such as China Telecommunications Corporation, or China Telecom, China Network
Communications Group Corporation, or China Netcom Group, China Mobile Communications Corporation, or
China Mobile, and China United Telecommunications Corporation, or China Unicom. Recently, through our
acquisition of a human resources management, or HRM, and business intelligence, or BI, software business, we
have gained exposure to new customers in industries such as transportation, power and iron and steel.

We commenced our operations in the United States in 1993 and moved our major operations from the United
States to China in 1995. We began generating significant network solutions revenues in 1996 and significant
software revenues in 1998. We conduct the bulk of our business through our wholly-owned operating
subsidiaries, Asialnfo Technologies (China) Inc., or Asialnfo Technologies, and Asialnfo Management Software,
Inc., or Asialnfo Management, which are both Chinese companies.

In China, we have designed and implemented most of the nation’s major commercial Internet backbone projects,
including ChinaNET for China Telecom, UniNET for China Unicom and CMCCNET for China Mobile. Each of
those projects included the carrier-class, meaning high performance, highly fault tolerant, software components
that we develop and sell. Our software products can support millions of users, are designed with open
architecture to facilitate customization, and are tailored for the specific needs of the China market. Because those
software products, along with our network integration services, have a broad range of applications for our
customers’ businesses, including their fixed-line, wireless and Internet services, our business has grown from a
pure Internet infrastructure developer to a total communications infrastructure software and services provider.

We believe that there are opportunities for us to expand into new business areas and to continue to grow our
business both organically and through acquisitions. On December 4, 2003, we completed our acquisition of

3




certain HRM and BI assets valued at approximately $9 million from Pacific Software (China) Limited, a
privately held, medium-sized software solutions company based in Hong Kong, and from its affiliate, New
Century Pacific Software (Beijing) Limited, a wholly-foreign-owned enterprise based in Beijing, China. We
expect that this acquisition will help us to expand into the HRM and BI software markets, and will expose us to
customers in other industries, outside of our traditional telecommunications customer base.

Industry Background

According to China’s Ministry of Information Industry, or MII, in 2003 China’s fixed-line phone subscribers
increased by 23% to 263 million and wireless phone users increased by approximately 30% to 268 million.
During that period, total revenue generated by the telecommunications sector reached approximately $55.54
billion, up 13.9% from the previous year. China’s telecommunications sector continues to serve as a growth
engine for the country’s overall economy, in which GDP grew at a rate of 9.1% in 2003, according to the
Ministry of Finance of China. The following table sets forth certain information relating to China’s economic
growth and the telecommunications industry in China as of the dates indicated:

As of December 31, Compound Annual
Growth Rate
2000 2001 2002 2003 (2000-2003)
China’s population (inmillions) ........................ 1,267 1,276 1,286 1,303 1.3%
China’s GDPpercapita(RMB) ........................ 7,081 7,543 7,930 8,300 4.7%
Fixed-line Telephone
Access lines in service (in millions) . ................ 144.8 1804 2144 2633 22.1%
Penetrationrate ™ . ... ... ... 114% 14.1% 16.7% 21.2% 23.0%
Wireless Telephone
Subscribers (inmillions) .. ............... ... ...... 84.5 1448 2066 268.7 47.1%
Penetrationrate ™ .. ............ e 6.7% 11.3% 16.1% 20.9% 46.1%
Internet
Users (inmillions) .. ............. i, 225 337 591 795 52.3%
Penetrationrate ™ . ... .. ... 1.8% 26% 4.6% 62% 51.0%

(1) Determined by dividing the number of subscribers or users by the total population of China.

Sources: Data in respect of China’s population and GDP per capita are derived from information published by the National Statistical Bureau
of China; data in respect of mobile subscribers are derived from information published by the Ministry of Information Industry; data
in respect of Internet users are derived from information published by China Internet Network Information Center.

China’s government has set aggressive goals for the future growth of China’s telecommunications industry.
According to the MII's Tenth Five-Year Plan, the industry will continue to grow three times as fast as China’s
GDP during the period from 2001 through 2005. By 2005, the MII expects telecommunications service revenues
to reach approximately $110 billion, which is triple the figure in 2000. The capacity of fixed switching
equipment is expected to reach 300 million lines, while mobile switching capacity is expected to reach 360
million lines. There will be approximately 200 million subscribers of data, multimedia and Internet services with
a penetration rate of 15%. Based on preliminary calculations, a total of approximately $150 billion will be
invested in the telecommunications industry, which is 20-30% higher than the total investment under China’s
Ninth Five-Year Plan.

Over the past several years, the telecommunications industry in China has gone through several restructurings.
These restructurings have been accompanied by industry deregulation and rapid growth in the market for
telecommunications services. Prior to a major industry restructuring in 1999, the telecommunications market in
China was dominated by the predecessor company of China Telecom. In 1999, the predecessor company of
China Telecom was divided into the four companies, focusing on fixed line, mobile telephony, satellite
communications and paging, respectively. In May 2002, the telecommunications industry was further
restructured with the split of China Telecom into two independent companies. China Netcom Group was formed
by merging the telecommunications assets of China Telecom in ten northern provinces of China with China
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Netcom Corporation Ltd., or China Netcom, and Jitong Communication Co., Ltd. The southern division of the
original China Telecom continues to operate under the China Telecom name.

At the end of 2003, there were five major licensed telecommunications operators in China. China Telecom,
China Netcom Group, China Unicom and China Railway Communications Corporation, or China Railcom,
provide fixed-line services, while China Mobile and China Unicom are licensed to provide wireless services.
China Satellite Communications Corporation, or China Satcom, the sixth licensed telecommunications operator
in China, has smaller operations and specializes in satellite communications. All six operators are Internet service
providers. In terms of total income in 2003, China Mobile held 37.4% of the market in China, followed by China
Telecom with 31.1% and China Netcom Group with 16.6%. China Unicom ranked fourth with a market share of
13.4% while remaining operators together held the remaining 1.5%, according to MIL

With the introduction of more competition, telecommunications service providers are becoming more conscious
of the return on their infrastructure investments. With the rapidly increasing number of subscribers and the
restructuring of China’s telecommunications industry, the competitive focus of carriers is moving from pricing to
quality and product differentiation, while their investment focus is moving from network construction to
operation support systems that help increase service quality and customer satisfaction, and reduce response time
to market demands and trends.

According to MII, overall capital expenditure in the telecommunications sector increased by 8.6% to $26.8
billion in 2003. We anticipate the expenditure level in 2004 to be at the same level as 2003, while the focus of the
expenditure will be on data, value-added service platforms and support networks such as BOSS, CRM and
billing, which are all solutions we offer.

Market Opportunities

China’s telecommunications industry is expected to grow at a rate of 14% in 2004, according to MII. The number
of fixed-line users is expected to reach 290 million, and the number of mobile phone users is expected to reach
320 million in 2004, according to MIL. In the services area, China is expected to have approximately 60 million
users of Personal Handy-Phone System, or PHS, 16.7 million subscribers of code division multiple access, or
CDMA, mobile services, 10 million users of broadband and 100 million users of the Internet in 2004. At the
same time, China’s large state-owned enterprises are expected to increase their investment in human resources
management and business intelligence software and solutions, according to the China Center for Information
Industry Development, or CCID.

We believe that the principal market opportunities for us include the following:

Telecommunications business and operation support systems (BSS/0SS). With increased competition in
China’s telecommunications industry, China’s telecommunications carriers are shifting their focus from capacity
expansion to operation efficiency. As a result, we believe a well-developed BSS/OSS system for customer
relations management will be the core competence and investment focus for carriers. We expect China’s major
telecommunications carriers to restructure their existing technology-oriented and network-based operational
support systems and increase their investments in their customer-oriented and service-based BSS/OSS systems.

Value-added telecommunications services. Gartner Group, an independent research firm, predicts that
revenues from traditional voice service will maintain a growth rate of 7% from 2004 to 2006. In the next two
years, value-added telecommunications services are expected to be the main driving force in the development of
China’s telecommunications industry. Mobile data services are expected to grow at an annual rate of 96%, while
Internet services are expected to maintain an annual growth rate of 38%. Investment in value-added services of
the four largest telecommunications operators in China are expected to reach an annual growth rate of 78% in the
next two years. Because of the diversity of services and technologies, investment in value-added services is
expected to focus on interconnection among the operators and billing mechanisms for various services.
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Network construction, network optimization and network maintenance. Although network construction for
the major telecommunications operators in China has largely been completed, the restructurings of China
Telecom and China Netcom and the development of value-added services have brought new requirements for
sophisticated functions on those networks. In particular, the increasing use of broadband presents opportunities
for network optimization. In addition, outsourcing of network maintenance has become another growing market
as telecommunications operators shift their investment focus from networks to services.

Human Resources Management (HRM) and Business Intelligence (BI). HRM and BI software is a
developing market globally. According to a recent 1DC research report on HRM systems, global enterprise
expenditure on human resources services is expected to reach $103.3 billion by 2007 and the global market for
BI software solutions is expected to- grow at an average annual rate of 27% to 2005. CCID predicts that more
than 60% of Chinese enterprises will invest in HRM systems in the next two years, and 16% of Chinese
enterprises will implement HRM programs in 2004. According to IDC, China’s HRM market will reach a scale
of $100-150 million by 2005. Facing more and more market competition, many enterprises in China have
adopted the strategy of utilizing thorough analysis of data regarding customers, markets and products to reduce
operational costs and to increase profits, making BI a promising and growing market.

Our Strategy

Our vision is to be the leading company providing world-class software and solutions to high profile customers
in telecommunications and enterprise solutions markets.

Through the implementation of our business strategies since 2000, we have successfully transformed ourselves
from a systems integrator of Internet networks to a total customer solutions provider of software and network
services. Our strategy is to provide high quality software products and IT service for our customers to help them
achieve sustainable development. The key aspects of our strategy include the following:

The escorting plan. We hold the leading positions in the markets for construction of BSS/OSS systems and
Internet networks in China, which we believe are two of the most important areas for the future development of
telecommunications operators. To further strengthen our leading position, and to better support
telecommunications operators, in 2003 we announced what we refer to as our “escorting plan” for
telecommunications operators. Through our escorting plan, we aim to build strong partnerships with
telecommunications operators so as to better understand their requirements and to provide them with their most
valued products and services. This, in turn, will bring us better opportunities to market our products and services.

New Service Provider (SP). Based on our software products and professional services, and our close
relationships with telecommunications operators, we plan to establish a new business model with
telecommunications operators to develop the market for value-added telecommunications services in China.
Since the end of 2003, we have undertaken experimental programs with telecommunications operators, and have
established a new business unit, called New Services, to address this market.

Enterprise market strategy. 1In December 2003, Asialnfo acquired the HRM and BI software businesses of
Pacific Software and integrated the acquired assets into a new business unit, Enterprise Information Solutions, or
EIS. The current strategy of EIS is to develop and expand its HRM and BI businesses in the market for large
enterprises in China, and to promote our strength in software, technology and services in that market.

Focus on high value information technology professional services. We focus on providing our customers
with high value IT professional services, such as network planning, design and optimization, while gradually
outsourcing lower end services, such as hardware installation. We believe the service components of our
telecommunications solutions will become increasingly important as telecommunications networks become more
complex and more customized. As such, we intend to continue to develop our services business to include
provision of professional maintenance and support services to our existing customers.
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Attract and retain highly qualified personnel. We intend to continue our strategy to attract and retain the best
and most qualified personnel in China’s IT industry. In view of the specific needs of the China market, we target
our recruitment effort on Chinese citizens who have information technology and professional competence and
international exposure. We believe that we have been able to attract and retain qualified personnel by offering
attractive compensation packages, a challenging and rewarding work environment, and the opportunity to work
for a leading company in China.

Our Competitive Strengths

Through ten years of development, we have become the largest telecommunications software and solutions
provider in China. The key factors that contribute to our strong competitive position are:

The leading provider of telecom BSS/0SS solutions. We are the leading provider for China Mobile’s
operation support systems. We developed one of the largest telecommunications customer management systems
in the world for Zhejiang Mobile, a subsidiary of China Mobile. Our successful work for China Mobile provides
us with a solid position to support other telecommunications operators in their BSS/OSS systems construction.

The leader in Internet related markets. We are a leader in designing and implementing China’s Internet
infrastructure. We built first-class Internet backbones and provincial access networks, as well as user
management systems and email systems, for China Mobile, China Telecom, China Netcom and China Unicom.
As development of IP based value-added telecommunications services are becoming telecommunications
operators’ most important business strategy, we anticipate that the systems we constructed will help us to gain an
advantageous market position.

Large-scale software development. Our software products, such as those for online billing solutions, e-mail

solutions, business operation support systems solutions and CRM solutions, are capable of handling more than
ten million telecommunications services users. Our large-scale software development capabilities will further

help us to ensure efficiency and profitability in future development.

Customer-centric and cost-effective project management capability. Our project delivery time with key
customers usually lasts between three to six months, and at times may last over a year. We believe customer
satisfaction is essential to preserve customer loyalty. As such, we remain in close contact with our customers to
meet their needs and demands during the course of these projects. Through experience and time, we have
developed a unique project management system to achieve maximum customer satisfaction in a cost-effective
manner. We believe our effective project management system distinguishes us from our competitors in China.

Established customer relationships. We have close relationships with all leading telecommunications service
providers in China and have provided our services and products to most of them. Our in-depth understanding of
their requirements allows us to successfully deliver customized solutions and maximize the opportunities created
by investment in communications infrastructure in China. Moreover, we have strong customer service and
research and development teams based in China, which allows us to respond quickly and efficiently to the needs
of our customers.

Products and Solutions

We leverage our core strengths in information technology software and services into product and solution

. offerings to ieading telecommunications service providers, as well as major enterprises in the power and
transpertation markets in China. Our offerings include seven categories of software products, each of which is
given the name “Open” because the software installed is designed with open architecture to facilitate further
development and customization for specific purposes. We integrate a combination of these products, together
with our services, into solutions according to individual customer needs.
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AlIOpenBOSS

AlIOpenBOSS provides a flexible, expandable operation support platform for convergent billing solutions for
mobile operators. AIOpenBOSS supports the business of mobile operators by providing a full line of integrated
solutions including billing, account processing, operations management, customer services, settlements, as well
as system monitoring and disaster recovery management. AlIOpenBoss is capable of being developed into a full-
service operations support system based on its core convergent billing function. Software products under this
category include Asialnfo Online Billing System, Asialnfo Convergent Billing System, AI-BS Mobile Business
Operating Support System and Asialnfo Integrated Settlement System.

AIOpenCRM

AlOpenCRM is a leading customer relationship management solutions suite we launched for Chinese
telecommunications operators. AIOpenCRM is an efficient system for operators to improve customer service
quality and customer satisfaction. Our suite of customer relationship management solutions allows wireless and

fixed-line telecommunications operators to improve customer service and establish strong customer relationships.

Our AIOpenCRM products include solutions for Asialnfo Customer Care and Relationship Management System
and Asialnfo Order Management System.

AlOpenBI

The core of the AIOpenBI solution is a carrier-class operating analysis & decision support system platform. With
embedded technology such as data warehousing, online analytical process and data mining, AIOpenBI enables
carriers to make management decisions based on analysis of customer behavior, competitive environment,
business profitability and other parameters. The system is able to proactively generate business operation reports,
which serve as a basis for top management decisions. Our main product under AIOpenBI is called
AIOmniVision.

AlIQOpenXpert

AlOpenXpert, Asialnfo’s network management product suite, includes network access and backbone
infrastructure design and implementation for telecommunications and Internet service providers. Our main
product under AIOpenXpert is call AINetXpert. AIOpenXpert supports a wide array of network technologies and
generally involves one or more of the following services:

*  Network planning. We provide our customers with strategic and tactical reviews of their current network
operations and future network requirements. We do much of this work before the customer awards a contract
in order to assist them in developing an appropriate request for proposal and to improve our chances in
winning the contract. The planning includes defining client business requirements, developing appropriate
information architectures and selecting preferred technology.

*  Network design. We detail the network specifications and implementation tactics necessary to achieve our
customers’ objectives. We also consider how the new technology will integrate with the customer’s existing
hardware and software and how it will be managed on an ongoing basis.

*  Network implementation. We install recommended systems to meet our customers’ network requirements.
Key activities include project management, hardware and software procurement, configuration and field
installation and testing, building network management centers and developing customized network and
services management applications. We believe that our expertise in integrating new systems without
disrupting our customers’ ongoing business operations adds significant value and reduces risks.

*  Network performance optimization. 'We maximize the efficiency of communications networks by
improving network utilization. Examples of these services include network traffic analysis and identification
of bottlenecks, recommendations for efficient allocation of bandwidth, fault detection and isolation, and
performance audit and tuning.




AlIOpenAPP

We design and provide applications for Internet access, Internet protoco! telephony and virtual private networks
and allow our clients to provide commercial services to their customers. We also provide high volume messaging
software and services, and Web-based as well as other Internet applications. Software products within our
AIOpenAPP solutions include Asialnfo Mail Center (AIMC), Asialnfo Unified Messaging System (AIUM),
Asialnfo Internet Short Messaging Gateway (AIISMG) and Asialnfo VisionXpert (AIVX).

Asialnfo Mail Center (AIMC). Our flagship online messaging software, AIMC, is an integral part of our service
application offerings. AIMC is carrier-scale messaging software designed to support electronic mail systems for
the full range of email service providers, from small Internet service providers to large-scale mail hosting
providers with millions of mailboxes and thousands of domains. Its flexible design allows service providers to
offer Web-based free e-mail, basic e-mail service and premium business secure e-mail to end-users. The ability
to scale both horizontally and vertically allows rapid expansion when more capacity is needed. The system is
built to accornmodate clustering technology and is highly fault tolerant. In addition to major telecommunications
and Internet service providers, top Internet content providers in China are among the key customers for AIMC.
To meet the demand for more efficient and secure electronic message exchanges, AIMC provides innovative
functions and anti-spam control. The wireless application protocol, or WAP, and short messaging system, or
SMS, functions allow the end user to access email at any time with a mobile connection. AIMC also enhances
user experience with its stream-based video mail function.

Asialnfo Unified Messaging System (AIUM). AIUM is an information-exchanging platform for wire, wireless
and Internet networks providing customers complete access to message transmission and retrieval. ATUM gives
the user freedom to choose among various media, such as e-mail, telephone, facsimile and mobile telephone, to
send and retrieve messages.

Asialnfo Internet Short Messaging Gateway (AIHISMG). AIISMG is a business support platform for value-added
short messaging services. AIISMG is the only one-layer short messaging gateway used by China Mobile (which
facilitated more than 80 billion short messages in 2002) to achieve single-point access and provincial roaming
within China. Furthermore, AIISMG supports multi-protocols to enable short messages transported between
different carriers and different mobile networks, including digital mobile (global system for mobile
communications, or GSM), CDMA, personal handy phone system, or PHS, and third generation, or 3G networks.

Asialnfo VisionXpert (AIVX). AIVXis a support system for video-conferencing operations, providing the
following functions: '

¢ Conference management—scheduling user participation in conferences and booking meeting times and
venues;

»  Resource management—carrying out deployment strategies over system resources, supporting products of
different manufactures and providing inter-operator development and redundancy design;

*  User m