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CORPORATE INTRODUCTION
DA

Shares of the Company are listed on the Main Board of the Hong Kong Stock Exchange (stock code: 0268) and the Company is
headquartered in Shenzhen, the PRC. Adhering to the core values of “Acting in all Conscience, with Integrity and Righteousness”,
the Company is committed to helping businesses achieve their growth targets and let the sun shine on every company through
dedicated services. It strives to provide them with the most trusted enterprise service platform. Through persistent efforts to
explore China’s Cloud enterprise service market, Kingdee has retained the largest share in the enterprise application software
sector for fast-growing enterprises for 15 consecutive years, and has grasped the biggest share in the enterprise-grade SaaS
Cloud services industry for the second year, also the Company has grasped the biggest share in the enterprise-grade SaaS ERM
(as known as Cloud ERP) and Financial Cloud services industry for the third year.

In addition, Kingdee’s diverse Cloud services and products are the preferred choices of leading enterprises. They include “Kingdee
Cloud Cosmic” (a Cloud service platform for large enterprises), “Kingdee Cloud Galaxy” (a digital innovative Cloud service
platform for medium and large enterprises and fast-growing enterprises), “Kingdee Jingdou Cloud” (one-stop Cloud services
platform for micro and small-sized enterprises), “Cloud-Hub” (intelligent Cloud office), “Guanyi Cloud” (Cloud services for
E-commerce operators), “Cargeer” (Cloud services for auto dealers) and “Wojia Cloud”(Cloud services for Property Industry).
With its strengths in management software and Cloud services, Kingdee provides services and products to more than 6.8 million
enterprises, government agencies and other organizations around the world.
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MBIHE

2019 2018 2017 2016 2015

RMB’000 RMB” 000 RMB000 RMB'000 RMB'000

ARBTT ARETT ARETT ARETT ARETT

Revenue EEH 3,325,590 2,808,658 2,303,458 1,862,207 1,516,773
Profit attributable to owners AR AR

of the Company BEAEGLERN 372,580 412,106 310,004 288,230 105,766

Dividends per share BREE HKDER#1.28  HKDBEH115  HKDEEA1 62 - -

Earnings per share SRER
- basic - 7 RMBAR¥11.528 RVMBARE1319% RMBAR®11.045  RMBARE9987  RMBARM382%
— diluted il RMBAR¥11.228 RVMBARM1245% RMBAR®10755  RMBARE94D  RMBARM360%

Earnings Per Share - Basic

BREH - £F

RMB
ARED

2015

2016

2017

2018

13.19

2019

Return on Equity
PHENRE
%

Bt

2015

2016

2017

2018

2019
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FINANCIAL HIGHLIGHTS
EEE

Revenue

RMB'000

ARMTR 3,325,590

2,808,658

2,303,458

1,862,207
1,516,773

2019

2015 2016 2017 2018

Profit Attributable to Owners of the Company
FOFRESEARGERT

RMB'000
ARETT

412,106

372,580

310,004

288,230

105,766

2019

2015 2016 2017 2018
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Operating Profit
BRERN

RMB'000
ARETT

453,307

420,759 423,187

341,434

248,900

2018

2019

2015 2016 2017

Net Cash generated from Operating Activities
BEEIDEENBES

RMB'000
ARETT

905,515 g

823.690

612,093
656,440

2019

2015 2016 2017 2018
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Year ended 31 December

2019 2018 2017 2016 2015
—B-nE T N\F ZE—+tF ZET—RF ZT—hHF
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR®TRE ARETT ARBTRT ARETT ARETT
Revenue L 3,325,590 2,808,658 2,303,458 1,862,207 1,516,773
Gross profit EF 2,673,587 2,294,319 1,876,484 1,514,246 1,226,617
Profit before income tax MERFTE R AT & F 396,131 448,030 378,420 209,275 279,697
Profit for the year FEEFA 365,798 409,270 323,612 215,220 217,438
Assets
Non-current assets IERENEE 4,178,706 4,419,040 3,268,476 3,020,595 2,429,498
Current assets REEE 4,241,447 3,159,513 3,533,582 2,956,719 3,073,959
Total assets MEE 8,420,153 7,578,553 6,802,058 5,977,314 5,503,457
Equity and liabilities ERRAR
Equity attributable to owners AN EHERIEHE A
of the Company e 5,986,928 5,466,060 3,995,341 3,475,810 3,217,069
Non-controlling interests DHRL R S 158,743 66,607 47,739 60,356 29,649
Total equity BT 6,145,671 5,532,667 4,043,080 3,536,166 3,246,718
Non-current liabilities EREEE 276,389 179,319 1,354,101 1,518,414 1,338,024
Current liabilities REaE 1,998,093 1,866,567 1,404,877 922,734 918,715
Total liabilities wafE 2,274,482 2,045,886 2,758,978 2,441148 2,256,739
Total equity and liabilities ERERNEE 8,420,153 7,578,553 6,802,058 5,977,314 5,503,457
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CHAIRMAN’S STATEMENT
FRW|E

Xu Shao Chun Chairman of the Board
B"BOE ESSEFE

2020 is destined to be an extraordinary
year for Kingdee. We are at the key step
of our cloud transformation.

2020 X FE R LH) —F » HEEED
BE - RREHE  FRIER 2%
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~ CHAIRMAN’S STATEMENT
TEHRE

2019 was a year of great challenges for the global economy. China’s economy
maintained strong growth despite global macro slowdowns and trade frictions.
In such ever-changing environment, we were able to accelerate the cloud
transformation and take Kingdee's transformation to a new level through our 3.0
strategy. We realized that business will return to its basic principle. Kingdee
reformed its service and R&D system to be closer to our customers. Robert
Xu Shaochun’s WeChat Public Account was able to capture customer feedback
in real time, an efficient way to close the feedback loop. In 2019, the Group’s
total revenue grew by 18.4% year-on-year (yoy). Cloud business maintained
strong momentum, with 54.7% revenue growth yoy. Kingdee remained as the
No.1 enterprise SaaS ERM (Cloud ERP) and Financial Cloud vendor for three
consecutive years.

In 2019, Kingdee achieved breakthroughs in cloud business. We evidenced
that Chinese enterprises has accelerated digital transformation to provoke the
next generation of “Enterprise Business Capability”. On such basis, we released
our Kingdee Cloud Cosmic 2.0 version in 2019, an ERP platform for large
enterprises and added over 100 enterprise applications on 20 cloud services.
We also actively expanded the PaaS platform, ISV ecosystem and laaS strategic
partnership. In 2019, Kingdee gained 130 new cloud cosmic customers,
including China Southern Industries Group Corporation, WISDRI, SF Express
and Peak Group, etc., with total contract value exceeding RMB200 million. In
addition, Cosmic was selected into Gartner's Global High-Productivity PaaS
vendor list. On Kingdee Cloud Galaxy side, revenue grew 43.5% yoy to RMB868
million, with dollar retention rate of 90%. Major newly added customers for
Galaxy were Huawei Marine, Hikvision, Fotile, Sangfor, Netease Youdao and
Xiaomi Mi Stores, etc.

In 2019, Kingdee successfully achieved self-transformation to continuously
lead the market. We released the 2079 Industrial Internet White Paper in order
to expand our footprints into industrial internet. The Group formed a series
of joint ventures with industry vertical leaders, such as Guangdong Xinnong
Interconnection Technology with Wens Group for digital modern agricultural
platform, ZRCC with CRRC Zhuzhou for railway equipment platform, and
Yundee with China Unicom for industrial internet platform. Additionally, with
China’s IT localization becoming a prevailing trend, Kingdee Cloud was selected
as a strategic partner of the Ministry of Industry and Information Technology,
becoming a recommended cloud service provider for 26 cities in 17 provinces
throughout China. Kingdee Cloud also received the ITSS certification, a
recognized industry standard for IT implementation and reliable service.
Kingdee made more efforts in other key industries including healthcare, internet
finance and steel. The Group would collaborate closely with industry giants to
seek growing opportunities in China’s “Belt and Road” initiative.

095 - 2REEEEHE  EHEETE - BE[HES
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In 2019, we built a thriving corporate culture. The core value of Kingdee
Philosophy is “Kingdee strives for excellence and customer satisfaction,
ultimately fulfilling customers’ demand for growth and success.” We believe
that digitally transforming enterprises is the leading factor driving an era of
greater cloud adoption. SaaS is built upon cloud business ecosystem focusing
on customer success centered, sustainable growth and high value services.
Kingdee is committed to construct “One Kingdee, One Family, One Culture”,
bringing love and care to every customer.

Outlook

During the 2020 Chinese New Year, the pneumonia epidemic caused by the
novel coronavirus (COVID-19) affected all sectors of the society in China, but
we harbor confidence in the long-term development of enterprise cloud services
industry. The epidemic will be a catalyst to the adoption of cloud transformation
and mobile collaboration among government, enterprises and individuals. More
and more traditional enterprises will leverage information and digital technology
to integrate their online and offline businesses, evolving into platform
enterprises.

2020 is destined to be an extraordinary year for Kingdee. We are at the key step
of our cloud transformation. We firmly believe that the Kingdee Philosophy
“striving for employee excellence and customer satisfaction, ultimately
fulfilling customers’ demand for growth and success” will help us overcome all
challenges to become China’s leading platform enterprise in cloud services.

Acknowledgement

On behalf of the Board of Directors, | would like to extend our sincere gratitude
to all Kingdee customers, shareholders and investors for your confidence and
support. This is the engine of Kingdee’s all growth. In the meantime, | would
also like to express my heartfelt thanks to Kingdee's staff for staying true and
conscious to yourselves, and your unswerving dedication and commitment to
Kingdee.
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JIEW AND OUTLOOK

RBEOBRRRE

1.

Group Financial Results

The Group recorded total revenue of RMB3,325,590,000 (2018:
RMB2,808,658,000) in 2019, up by 18.4% year-on-year. With
increasing investments in the cloud services business, revenue from
this segment continued to climb and grew by 54.7% year-on-year
in 2019. Meanwhile, revenue from ERP business slightly increased
by 2.7% year-on-year. Cloud service business accounted for 39.5%
of total revenue. The migration of cloud business ecology has
deepened.

The profit attributable to owners of the Company decreased
by approximately 9.6% from 2018 to RMB372,580,000 (2018:
RMB412,106,000).

Basic earnings per share attributable to owners of the Company
for the reporting period decreased by approximately 12.7%
year-on-year to approximately RMB11.52 cents (2018: RMB13.19
cents).

Net cash generated from operating activities of the Company for the
reporting period increased by 6.3% year-on-year to approximately
RMB962,927,000 (2018: RMB905,515,000).

Group Strategy Review

Committed to becoming the most trusted enterprise service platform,
Kingdee aims to help enterprises achieve coexistence and a win-win
situation. Based on the insight into Chinese enterprise management and
digital transformation, the Group continuously pushed forward Kingdee's
cloud service ecosystem.

The Group developed the following strategic initiatives:

Promoting “Cosmic Platform + Finance & HR Application +
Ecosystem” to enhance Kingdee Cloud’s competitiveness;

Establishing industry’s best practice for SME’ sustainable growth;
Integrating project sales and execution into a unified system to
serve high-quality large enterprises’ customers;

Helping channel partners to transform into service partners to grow
collaboratively;

Building Customer Success system to enable all-around customer
services.
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' BUSINESS REVIEW AND OUTLOOK
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Group Business Review

As a leading innovative technology company in China’s enterprise service
market, the Group has ranked No.1 in the enterprise application software
for fast-growing enterprises for fourteen consecutive years. Kingdee held
the largest market share in SaaS ERM (Cloud ERP) for three consecutive
years, and was selected into Gartner's Global High-Productivity PaaS
vendor list and HCM (Human Capital Management) Market guide.

Cloud Services Business Review

Revenue from the cloud business grew by 54.7% year-on-year from
RMB849,256,000 in 2018 to RMB1,313,595,000 in 2019, accounting for
39.5% of total revenue.

Enterprise Cloud Services

During the reporting period, Kingdee’s enterprise cloud services
business achieved 53.3% yoy growth, from RMB605,095,000 in 2018
to RMB927,375,000 in 2019. Kingdee Cloud Cosmic made major
breakthrough in the large enterprise market, with revenue reaching RMB60
million and 130 new customers. Kingdee Cloud Galaxy also recorded
robust growth in 2019, with revenue of RMB868 million representing
43.5% yoy growth.

Kingdee Cloud Cosmic achieved breakthroughs in large enterprise
market, leveraging its highly competitive platform solution.

As the first local cloud-native platform solution, Kingdee Cloud
Cosmic has completed compatibility check with major local upstream/
downstream hardware/software solutions and was selected into Gartner’s
High-Productivity (low-code or no-code) PaaS global vendor list.
Throughout the year, Kingdee maintained biweekly update on Cosmic and
released Cosmic 2.0 version, which newly added 100 enterprise modules
on 20+ cloud services, including Finance, Supply Chain Management
(SCM), Human Resources (HR), Collaboration, Marketing, Taxation, Al Big
Data Service, Progress Management and Program Development Service
Cloud. Cosmic filed 73 invention patents and 3 design patents, 50 patents
of which are under review by the State Intellectual Property Office (SIPO).
These patents covered various aspects of technological innovation,
including cloud-native technology, application software development and
enterprise management. One of the core patents of Cosmic cloud-native
architecture won the National Patent Award. Meanwhile, Kingdee Cloud
Cosmic continued to increase investment in resources, and strived
to attract competitive partners in the industry, with the total number
of Cosmic partners increasing to 160, including 55 ISV partners, 90
developer partners and 15 content partners during the reporting period.

Kingdee International Software Group Company Limited

= DEEBHRE

SHRERBERTEIMERBEMSORREF AR - &
IDCHE - BEUERERRLCEERRGEMGESE
KE—  BESFEMENSaS ERM (ZERP) EFR &L
MHHERERE— WAE TCatnerER 2B £ E
J1PaaSE R HERE B kA N EAE R MISIER(HCM
Market Guide) °

(1)

Annual Report 2019

SRBHERY

BERN ERBEBRLIERMT%  REFREHD
AR #849,256,00070 2 AR #51,313,595,0007T » 15 £ EE
BRI A#939.5% ©

ERERE

BEHN - CEERBEHBRARLIERSI% {5
[ B A #5605,095,0007T 2 A K #927,375,0007T © &
BEESERCETHNERE  ERUAARE
MO000ETT - BEINRKHEF - LT ¢ EERER
FEPERRY  ERNAARBIGBET ALER
43.5% °

SRE-EFSFREYNE  XERTRRFRY

SRZ e ESEARNENETUERERERENK
PEERBETE BATEFTEARI  WEAR
Gartner 2 3R/ A = NPaaSHEERI B 8% - WIIF ESEM
EHENERGREILHOERy FIEXE6G T &5
FV2ORA « T T EZRBERENSREBE - &
XENE - HERE ANE - BRE - EHE BB
EAREERBE  RERBE  HERBEZ2NH
BERBMIGRCERR - BEHRN SR B
EHABEREFBIRR TTIELAEFHAF - MEINE
FETEF  HPBBEECEAEF RERRE - 5L
HRRETERERN - BREMHE  CEEREE
HERABITAE - B ESERE RMERN —EZD
BHEBRAREFE - b SBZ e BESHEMAE
BN ZENREIBLBTERFNNEENABET
BERBR - REHAN  ESEEBHLAEEINR
(ISVEFERSR - MEEBHIOR - RABHR) o



* BUSINESS REVIEW AND OUTLOOK
(¥ROERRE

During the reporting period, Kingdee Cloud Cosmic achieved around
RMBG60 million in revenue. Kingdee signed 130 new Cosmic customers,
including central State Owned Enterprises (SOE) such as China South
Industries Group Corporation, WISDRI, Guodian Finance Leasing, CISRI,
CITIC Consumer Finance, BP PetroChina, China Mobile loT, and large
enterprises such as SF Express, Tianjin Steel, Tiantie Group, Conch
Cement Info, Peak Group, Xiamen ITG, Guangdong Yihao Foodstuff and
Jingye Group. Total new contract value exceeded RMB200 million. For
determinants of demand were IT localization, management upgrade, value
chain transformation and IT architecture upgrade. In addition, Kingdee
signed strategic partnership with Delong Holdings, Hesteel Group, Hubei
Jierui and Jiangsu Fu-Comme Technology to promote the reconstruction
of the industry value chain.

Kingdee Cloud Galaxy Expedited to Strengthen Industry Modules,
to Boost Cloud Adoption in China.

Since the initial launch in 2015, Kingdee Cloud Galaxy remained
focusing on product upgrade and improving service. Galaxy was chosen
as a recommended cloud service vendor for 26 cities in 17 provinces.
It was picked as a strategic partner of the Ministry of Industry and
Information Technology and received the ITSS certification. Galaxy was
also recognized by Amazon AWS as the exclusive best SaaS partner.
Kingdee released the Galaxy V7.5 version, China’s first intelligent
manufacturing cloud with PLM+ERP+MES applications. This product was
awarded as the “2019 CEIA Best Smart Factory Lite MES”. Meanwhile, a
high-performance & low-cost smart manufacturing solution was integrated
on Galaxy MES Cloud and Huawei ROMA platform. Galaxy added a few
industry leading modules, including Omni-channel management through
WeChat Mini-program, Financial Shared Service Lite version, Expense
Reimbursement Mobile version, Multi-language option and Smart
Operating Dashboard, etc. Thanks to Galaxy, Kingdee was named as
China’s Top-100 Smart Maintenance Service Providers and Top-20 Cloud
Computing Application Innovators.

During the reporting period, Galaxy maintained robust growth, with
its revenue increased by over 43.5% year-on-year to RMB868 million.
Customer dollar retention rate was 90%. By end-2019, Galaxy
accumulated over 13,800 customers. Kingdee renewed with major
customers including Huawei, Tencent, Samsung, Haier, LG, Bliss Cake,
Oppein Home and Muwu BBQ, also signed new renowned customers
including Huawei Marine, Hikvision, Fotile, Sangfor, Netease Youdao,
Xiaomi Mi Stores, Chucheng, Wuzhen Travel, Jissbon and Shiseido
(Guangdong). The Group continued to transform channel partners into
service partners, and migrated existing customers to cloud. Indirect sales
of Galaxy Public Cloud increased by nearly 98% year-on-year, with its
customers accumulating to approximately 4,000.
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Finance Cloud Services

Kingdee’s finance cloud services business recorded RMB169,873,000 in
revenue, representing 98.2% yoy growth comparing to RMB85,724,000 in
2018.

Jingdou Cloud Achieved Robust Revenue Growth and Propelled
the Growth of Ecological Partner.

During the reporting period, Jingdou Cloud achieved revenue growth of
87.8% year-on-year. Paying customers grew by 45% yoy, bringing total
number of customers to over 117,000. Dollar retention rate remained
at approximately 80%. On Jingdou ecosystem, Kingdee built strategic
partnership with a few SaaS players throughout the year. Through
Kingdee’s sales network, these SaaS partners gained over 850 customers
in total. The Group made significant progress in cooperation with telecom
operators. Jingdou Cloud entered China Mobile Cloud’s market place and
signed 13,000 new customers cumulatively.

Industry Specific Cloud Services and Other Cloud Services

Industry specific cloud services recorded RMB142,901,000 revenue in
2019, representing 33.5% yoy growth comparing to RMB107,081,000 in
2018. Other cloud services recorded RMB73,446,000 revenue in 2019, up
43.0% yoy comparing to RMB51,356,000 in 2018.

Guanyi Cloud Continuously Made Optimizations and Promoted
Competitiveness of its Products.

During the reporting period, revenue from Guanyi Cloud increased 14.0%
year-on-year with dollar retention rate over 80%. Kingdee consistently
improved user experience for C-ERP, which was connected to other
Kingdee Cloud products to combine e-commerce and finance module. On
the 2019's Double 11 Day, Guanyi Cloud processed over RMB69.9 billion
of GMV, and 328 million transaction orders which increased 22.8%
year-on-year.

Kingdee International Software Group Company Limited
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* BUSINESS REVIEW AND OUTLOOK
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Cloud Ecosystem Grew to Maturity with Cloud Businesses in
Various Fields.

EAS Cloud was built for the cloud transformation of large enterprises.
Within two months of initial launch, Kingdee signed a few public
cloud customers, including Huawei Marine, Shanghai Huangpu
Urban Development and Evercan Group. KIS Cloud led its partners
to promote SMEs’ cloud migration. With 7,200 new customers, it
established strategic cooperation with SaaS players, such as FXiaoKe and
Yunpiaotong. CloudHub was strengthened by adding enterprise-grade
OTA (Over-the-Air Technology) to improve mobile collaboration function,
with new contracts with industry leaders such as Country Garden, Hisense
and Central China. Kingdee Finance focused on building applications
for financial scenes and data mining. In pursuit of compliance and digital
loan innovation, it was awarded "2019 China Leading FinTech 50" by
KPMG. Automotive cloud Cargeer and property management Wojia
Cloud also registered robust growth. On the industry cloud side, Kingdee
jointly established Xinnong Interconnection Technology with Wens
Group for modern agricultural solution, and Yundee with China Unicom
for industrial internet platform solution. China CITIC, CITIC Trust and
Kingdee jointly funded the establishment of CITIC Consumer Finance
Co., Ltd. to stimulate domestic demand and consumption.

ERP Business Review

During the reporting period, revenue from ERP business increased
by 2.7% year-on-year from RMB1,959,402,000 in 2018 to
RMB2,011,995,000 in 2019.

Kingdee EAS business recorded flat revenue with financial sharing
business providing a full coverage of 10 major industries; s-HR business
delivered an outstanding performance in the large enterprises market
with new customers from China Top 500 Enterprises and Fortune Global
500 Enterprises including CRRC Zhuzhou, Hesteel Group, Xiamen
C&D, Wanxiang Group, Vanke Service, Tencent CSIG and WeSure, to
achieve local substitution; Smart manufacturing business launched
“The Brain of Enterprise Operation” solution to meet the rising need
of on-site intelligent decisions from large manufacturing enterprises;
tax management solutions achieved breakthroughs in its growth with a
year-on-year increase of nearly 300%.

Kingdee K/3 WISE mainly focused on three business areas: smart finance
and tax, smart supply chain and smart factory, aiming to transform
traditional enterprises to digitalized enterprises. KIS recorded steady
growth with over 100,000 new customers. In 2020, K/3 WISE and KIS will
lead its existing customers to use cloud services of Kingdee instead of
attracting new customers.
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Kingdee Apusic further improved its market share in domestic middleware
market and worked closely with upstream and downstream software
and hardware players, now fully compatible with domestic mainstream
products. Apusic remained as the top brand in the most preferred
middleware survey for the 6th consecutive time.

Investment Property Business

As of 31 December 2019, the Group had carrying amount of
investment properties of RMB1,856,200,000 (as of 31 December 2018:
RMB1,816,206,000). During the reporting period, the Group leased
available space in software parks in Beijing, Shanghai and Shenzhen.
The Group generated net rental income of RMB73,243,000 in 2019
(RMB72,941,000 in 2018), and fair value gains on investment properties
of RMB39,994,000 in 2019 (RMB94,516,000 in 2018).

Kingdee International Software Group Company Limited  Annual Report 2019
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MANAGEMENT DISCUSSION
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AND ANALYSIS

Major Financial Information 1. FEMBRH
Revenue BxN
For the year ended 31 December 2019, the Group recorded total revenue BE_T-NFTA=+—HIt  AEEHERE
of RMB3,325,590,000, representing a year-on-year growth of 18.4% ¥3 ARMES325590,0007T + RLIER184% (ZF—N
(2018: RMB2,808,658,000). Revenue from the ERP business amounted to F: AR2,808,658,0007T) © RECEERERTEZE
RMB2,011,995,000 (2018: RMB1,959,402,000), up by 2.7% year-on-year. BHWABARE2011995000T (ZZ2—N\F: AR
Revenue from Cloud services increased by 54.7% year-on-year to #:1,959,402,0007T) © RILLIE&2.7% ° ZERISWA R LL
RMB1,313,595,000 (2018: RMB849,256,000). R54.7% 2 AR 1313595000 (ZE—NF: ARE
849,256,0007C) °
Revenue included the following:
2019 2018
—E-NE —E-N\F
RMB’000 RMB’000
AR®TT AREFT
ERP business CEERERNSEK 2,011,995 1,959,402
— Sales of software and hardware products —HEHMLEHESR 945,631 936,620
~ Software implementation services — B RS 488,476 482,209
— Software solution consulting, maintenance, —BRAR - Fif B
upgrade and other supporting services TR EMTIRRS 577,888 540,673
Cloud business ERBER 1,313,595 849,256
— Enterprise cloud services - EERE 927,375 605,095
~ Finance cloud services — B ER 169,873 85,724
~ Industry cloud services - TEERS 142,901 107,081
— Other cloud services - HtERS 73,446 91,356
3,325,590 2,808,658

The abovementioned increase in revenue in ERP business was mainly
attributable to the increase in sales of software license and software
solution consulting, maintenance, upgrade and other supporting
services. The increase in revenue from cloud services business was
mainly attributable to the increase in revenue from subscription services
of Kingdee Cloud Cosmic, Kingdee Cloud Galaxy and Jingdou Cloud
products.

Gross profit

During the reporting period, the Group recorded gross profit of
RMB2,673,587,000 (2018: RMB2,294,319,000), up by 16.5%
year-on-year. The gross profit margin declined 1.3 percentage point yoy to
approximately 80.4% (2018: approximately 81.7%). The decline in gross
profit margin was mainly attributable to the increase in laaS cost along
with the expansion of cloud customer base.

il $ AR R BN E B e R
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Selling and marketing expenses

During the reporting period, selling and marketing expenses amounted
to approximately RMB1,644,384,000 (2018: RMB1,491,302,000). This
represented year-on-year increase of 10.3%, mainly due to the increase in
selling and marketing expenses resulted from the increase in revenue. As
a percentage of revenue, the percentage of selling and marketing expenses
decreased slightly from 53.1% in 2018 to 49.4% in 2019, mainly resulted
from the implementation of the Group’s cost control measures.

Administrative expenses and Net impairment losses on
financial assets

During the reporting period, administrative expenses and net impairment
losses on financial assets and contract assets were RMB434,740,000
in aggregate, representing a year-on-year increase of 13.8% (2018:
RMB382,039,000). In terms of revenue percentage, the percentage of
administrative expenses and net impairment losses on financial assets
decreased slightly from 13.6% in 2018 to 13.1% in 2019, mainly resulted
from the implementation of the Group’s cost control measures.

Research and development expenses

In 2019, total research and development costs were RMB650,499,000,
representing a year-on-year increase of 30.0% (2018: RMB500,301,000),
the ratio of which to revenue increased from 17.8% in 2018 to 19.6%
in 2019. The capitalized amount in 2019 was RMB477,654,000, up by
26.0% year-on-year (2018: RMB379,237,000). Amortisation of research
and development costs was RMB413,982,000 in 2019, representing
a year-on-year increase of 45.7% (2018: RMB284,094,000), and the
research and development costs recognised in the consolidated income
statement was RMB586,827,000 in 2019, up by 44.8% year-on-year
(2018: RMB405,158,000). The Group continued to invest in the
development of Cloud products, resulting in further increase in total
research and development costs during the year.

Fair value gains on investment properties

In 2019, fair value gains on investment properties was RMB39,994,000,
representing a year-on-year decrease of 57.7% (2018: RMB94,516,000).
Fair value of investment properties are determined by management based
on the valuations performed by independent professional valuer primarily
using the income approach. The relevant key assumptions include term
yields, reversionary yields and fair market rents.

Other income and gains-net

In 2019 other income and gains-net was RMB376,157,000, representing
a slight year-on-year increase of 9.7% (2018: RMB342,971,000), mainly
due to the gains on disposal of associates of RMB47,426,000.

Kingdee International Software Group Company Limited
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Operating profit

In 2019, operating profit decreased 6.5% year-on-year to
RMB423,787,000 (2018: RMB453,307,000). The change in operating
profit margin is due to the Group accelerated the development of
Kingdee Cloud Cosmic and the R&D expense increased by 44.8%
yoy. ERP business’ operating profit increased 16.2% year-on-year
to RMB505,615,000 (2018: RMB435,052,000). Cloud business’
operating loss increased 30.7% year-on-year to RMB195,065,000
(2018: RMB149,202,000). Investment properties operating business’
operating profit declined 32.4% year-on-year to RMB113,237,000 (2018:
RMB167,457,000), due to the decrease in fair value gains on investment
properties.

Finance income/costs -net

In 2019, the finance income — net value amounted to RMB5,370,000. In
2018, finance costs — net value was RMB1,037,000.

Income tax expense

In 2019, the income tax expense amounted to RMB30,333,000,
representing a year-on-year decrease of 21.7% (2018: RMB38,760,000),
mainly due to the decrease in pre-tax profit.

Net Profit and Basic Earnings per Share

In 2019, net profit attributable to owners of the Company was
RMB372,580,000 (2018: RMB412,106,000). Net profit margin was 11.2%
(2018: 14.7%). Basic earnings per share was RMB11.52 cents (2018:
RMB13.19 cents).

Financial assets at fair value through profit or loss

As at 31 December 2019, the Group’s financial assets at fair value
through profit or loss amounted to RMB1,024,942,000, representing
an increase of RMB386,056,000 as compared with 31 December 2018,
including the non-current portion of RMB428,791,000 (31 December
2018: RMB427,456,000) and the current portion of RMB596,151,000 (31
December 2018: RMB211,430,000).
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Financial assets at fair value through profit or loss included the following: AR BEGEEEZDTABRNEREEDTEUT
BH :

2019 2018
—2-hE —E-N\F
RMB’000 RMB’000
AR®TT ARBTIL

Investments designated at fair value through profit or loss BEAABEEHENEZNRE
Wealth management products (i) BEEEEM() 687,312 288,347
Preferred shares (i) B 5T AR (i) 254,491 253,456
Listed stock ERE 59,139 66,480
Unlisted equity investment FELTRERE 24,000 24,000
Unlisted convertible bonds FLETHAERES = 6,603
1,024,942 638,886
Less: non-current portion B FEREE A (428,791) (427 456)
596,151 211430

(i)

Kingdee International Software Group Company Limited

This represented the Group’s investments in various wealth management
products issued by commercial banks and state-owned financial institutions.
These products have a term ranging from 3 months to 36 months. They
have an expected annual return rate ranging from 2.36% to 5.00%. No
single wealth management product investment accounted for over 5% of the
Group’s total assets. The fair values of these investments were determined
based on income approach.

It mainly represented the Group’s investment of 535,643,887 Series E
Preferred Shares issued by Facishare Co., Ltd., which is mainly engaged
in the business of social network working platform for precise interactive
marketing and enterprise collaborative management. The fair value of the
investment was determined based on market approach.

Annual Report 2019
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Investments in associates

The carrying amount of the Group’s investments in associates as at
31 December 2019 was RMB282,649,000 (as at 31 December 2018:

BERR

RBEHARENTEERE ARNERNBARE
282,649,000 (=Z—\F : ARH234,403,0007C)

RMB234,403,000).
2019 2018
—E-hEF —E-N\F
RMB’000 RMB'000
AR®TR ARBTT
At 1 January »—HA—H 234,403 31,420
Additions (a) Zn(a) 110,241 185,191
Disposal (b) BE(b) (26,401) -
Conversion from a subsidiary to an associate (c) FREIREBA() - 16,000
Dilution gain (c) HRFIE(©) - 714
Revaluation gain upon losing of control (c) RAREIEGIR R E () - 5318
Dividend received Lellal (50) -
Share of losses of associates (d) FRBERENBBHE) (35,544) (4,240)
At 31 December ®B+-A=+—H 282,649 234,403
(a) It mainly included the following investments in associates during the year: () FREEFRYUTIMERANEE
Investment  Equity interest
Principle activities amount acquired by Measurement
Name of associate and place of operation (RMB ’000) the Group  method
RELHE FHREWE
BREAREE FETDMEERM (AE¥®TT) ke HERHE
Citic Consumer Finance Co., Ltd. Provision of consumer
financing service in the PRC 90,000 30.0%  Equity method
REHESRAERAT TEHBREEEERE RS EmE
Shenzhen Kuaixue Education Development Co., Ltd. Provision of online education
service in the PRC 15,000 5.0%  Equity method
FYRBHERRERDF THERMER BB RS Bt

IZRRAKERESHRBEYEE - —T-NEN
A SEBAEEEEBARNRN 2 BHERBLE
=7

It mainly represented the disposal of the Group’s 45% interest in Qingdao (b)
Xinrun. In September 2019, the Group disposed of all its 45% interest in
Qingdao Xinrun to an independent third party.

© —T-N\F+-f FEEFEFAREESERES
FEEEENTINNTARY £AEBEEEE
BB 34 0% TR IR Z545% + TR FEUA 3 4978 A R IET14.000
T RERBEAAEEAATHEERRYE
BliE - BHFERANGEATESETRYE - £2H
EREREAAEHEREBNAAEHENRE - %
EREWO A4 BEETE - BHER 753180007
AR B E3s o

In December 2018, Qingdao Xinrun, a then subsidiary of the Group, received
RMB17,111,000 of capital injection from certain third parties and as a result,
the Group’s interest in Qingdao Xinrun diluted from 80% to 45%, resulting
in a dilution gain of RMB714,000; in addition, the Group lost control over
Qingdao Xinrun upon the dilution and the investment had been accounted
for as an associate since then. The Group’s interest in Qingdao Xinrun after
the dilution was re-measured to fair value upon losing of control and a
revaluation gain of RMB5,318,000 was recognised accordingly.
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(d)  During the year, RMB2,518,000 of the Group’s share of loss of an associate
in excess of its investment cost which was recognised against the loan to the
associate in prior years was fully recovered as a result of the full settlement
of the loan to the associate during the year.

() FA- ARTEERER A R %2,518,0007T 4R E K E
FAEHBEERRED  RERABK I ERERE
e -

Loans to third parties BPE=HER
2019 2018
—Z-hE ZT-N\F
RMB’000 RMB'000
AR%TR ARBFIL

Loans to third parties BFE=HER

— Current portion - REEHMH 230,869 88,720
— Non-current portion — JEnEhEin 12,350 18,940
243,219 107,660

The loans to third parties represented loans made under the micro-credit
business, which bear interest from 4.28% to 24.00% (2018: 4.28% to
18.00%) per annum and are repayable with fixed terms agreed with the
customers, and all denominated in RMB.

As at 31 December 2019, RMB50,690,000 of loan to third parties was
pledged for a short-term borrowings.

The fair values of the loans to third parties approximated their carrying
amounts and the fair value hierarchy is level 2. The interest accrued was
due within 12 months and presented in interest receivables.

The Group considers the probability of default upon initial recognition of
asset and whether there has been a significant increase in credit risk on
an ongoing basis throughout each reporting period. To assess whether
there is a significant increase in credit risk, the Group compares the risk
of a default occurring on the asset as at the reporting date with the risk of
default as at the date of initial recognition.

As at 31 December 2019, due to the actual loss rate of loans was less
than 0.1% and no significant change in credit quality, the Group performs
collective impairment assessment of loans to third parties by grouping
together all its loans to third parties with similar credit risk characteristics,
a general provision of 1% of the principal was provided against the loan
principals.
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Loans to related parties

As of 31 December 2019, the carrying amount of loans to related parties
was nil (as at 31 December 2018: RMB721,513,000). All loans to related

parties were collected during the year.

RPRBAER

ARARZE-NEF+ A=+ —-BHEETHES
EXERAT (ZE-N\Ft-A=T-0: ' ARE
721,513,0007T) © 4 TR T MBS 2K -

2019 2018
0¥ —T-\§
RMB’000 RMB'000
ARBTT AREFT
Loans fo related parties BYEH A ER
~ Current portion — REEHH - 256,976
~ Non-current portion — JEmEE = 464,537
- 721513
Contract assets and Contract obtaining costs ERBERGADBRE
Assets and related to contracts with customers HEFPARAEBNERE
2019 2018
—E-hE —E-)N\F
RMB’000 RMB’000
AE¥TT ARBFT
Current contract assets relating to software BHEBERERBANRSEREE
implementation contracts 451,685 494,662
Costs for obtaining contracts (i) A RIBUSBCA() 60,667 -
Loss allowance BREE - -
Total M=t 512,352 494,662

Contract liabilities

As at 31 December 2019, the Group’s contract liabilities amounted to
RMB996,996,000. The corresponding contract liabilities amounted to
RMB846,755,000 as at 31 December 2018. The increase in contract
liabilities during the year was mainly due to the growth of the Group’s
cloud business.
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Event occurring after the reporting period

After the outbreak of Coronavirus Disease 2019 (“COVID-19 outbreak”)
in early 2020, a series of precautionary and control measures have been
and continued to be implemented across the country/region. The Group
will pay close attention to the development of the COVID-19 outbreak
and evaluate its impact on the financial position and operating results
of the Group. As at the date on which this set of financial statements
were authorised for issue, the Group was not aware of any material
adverse effects on the consolidated financial statements as a result of the
COVID-19 outbreak.

Liquidity, financial and capital resources

As at 31 December 2019, the Group recorded a total cash and bank
deposits of RMB2,586,565,000 (31 December 2018: RMB1,812,674,000).
As at 31 December 2019, the Group held wealth management products
of RMB687,312,000 (31 December 2018: RMB288,347,000). A
substantial part of the Group’s cash, bank deposit and wealth management
products were denominated in RMB and the RMB-equivalent of the
part denominated in foreign currencies were RMB180,074,000 as at 31
December 2019 (31 December 2018: RMB170,579,000), which were
mainly denominated in US dollar and Hong Kong dollar (“HKD").

As at 31 December 2019, the Group’s net current assets amounted
to approximately RMB2,243,354,000 (31 December 2018:
RMB1,292,946,000). As at 31 December 2019, the current ratio being
current assets over current liabilities was approximately 2.12, improving
from 1.69 as at 31 December 2018.

As at 31 December 2019, the Group’s borrowings amounted to
RMB199,625,000 (31 December 2018: RMB301,125,000), representing
a year-on-year decrease of 33.7%. Gearing ratio is calculated as net debt
(representing total borrowings less cash and cash equivalents) over total
capital (representing total equity plus net debt). The Group was at net
cash position as of 31 December 2019 and 31 December 2018.

Cash flow and fair value interest rate risk

The Group’s exposure to changes in interest rates is mainly attributable to
its borrowings, details of which have been disclosed in note 22 of note to
the consolidated financial statements. Borrowings carried at floating rates
expose the Group to cash flow interest-rate risk whereas those carried at
fixed rates expose the Group to fair value interest-rate risk.
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The Group currently does not use any interest rate swaps to hedge its
exposure to interest rate risk. However, the Group will consider hedging
significant interest rate exposure should the need arise.

As at 31 December 2019, borrowings of the Group which were bearing
at floating rates amounted to approximately RMB85,625,000 (2018: nil).
As at 31 December 2019, if the interest rates had been 50 basis point
higher/lower and all other variables were held constant, the Group’s
post-tax profit for the years ended 31 December 2019 would has been
approximately RMB385,000 (2018: nil) lower/higher.

Foreign exchange risk

The functional currency of the Company and its major subsidiaries
is RMB. The majority of the revenues of the Group are derived from
operations in the PRC.

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 US dollars
(“USD”)/RMB and Hong Kong dollars (“HKD”)/RMB exchange rates.

The Group does not have a foreign currency hedging policy. However, the
management of the Group monitors foreign exchange exposure and will
consider hedging significant foreign currency exposure should the need
arise.

At 31 December 2019, if RMB had weakened/strengthened by 5% against
HKD with all other variables held constant, profit before tax for the year
would have been higher/lower by RMB6,279,000(2018: RMB4,723,000),
mainly as a result of foreign exchange gains/losses on translation of HKD
denominated cash at bank and in hand.

At 31 December 2019, if RMB had weakened/strengthened by 5% against
USD with all other variables held constant, profit before tax for the year
would have been higher/lower by RMB18,332,000 (2018: RMB7,058,000
higher/lower), mainly as a result of foreign exchange gains/losses on
translation of USD denominated borrowing and cash at bank and in hand.
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Credit risk

Credit risk arises from cash and cash equivalents, contractual cash flows
of debt instruments carried at amortised cost, at fair value through profit
or loss (FVPL) and deposits with banks and financial institutions, as well
as credit exposures to customers, including outstanding receivables.

The management manages the credit risk of cash and cash equivalents,
pledged and short-term bank deposits and wealth management products
(classified as financial assets at FVPL) by transacting with state-owned
financial institutions and reputable commercial banks which are all
high-credit-quality financial institutions in the PRC and Hong Kong.

In relation to trade receivables and contract assets, the Group has two
kinds of distribution channels, one is sales to distributors and the other is
sales to end customers.

For distributors, the Group has assessed the credit quality of the
distributors, taking into account their financial position, past experience
and other factors. Individual risk limits are set based on internal
or external ratings in accordance with limits set by the board. The
compliance with credit limits by distributors is regularly monitored by
management.

For sales to end customers, the Group has no significant concentration
of credit risk in trade receivables since the balance of trade receivables is
composed of numerous individual small items and the exposure spreads
over a large number of customers.

The Group’s investments in debt instruments, including loans to third
parties and related parties are considered to be low risk investments. The
credit ratings of the investments are monitored for credit deterioration.

For other receivables, management makes periodic collective assessment
as well as individual assessment on the recoverability of the receivables
based on historical settlement record and past experience. The directors
of the Company beligve that there is no material credit risk inherent in the
Group’s outstanding balances of other receivables.
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Fund and working capital management

Our funds and liquidity management are centrally carried out by our fund
management department. Our fund management department is generally
responsible for overall management and implementation of funds,
including formulating the capital management policy for our Group,
guiding, coordinating and standardizing the fund management of regional
companies, making annual funding plans, reviewing and summarizing
annual capital budget, overseeing and assessing fund management of
each regional company. Our finance departments of regional companies
are committed to implementing the fund management policies formulated
by our headquarters and are responsible for making funding plans and
executing capital operations at subsidiary level. We have also adopted
sophisticated fund management policies and implemented a set of rules
and guidelines on fund management, such as the Group Capital Internal
Control Management Measures ((SEEE & EMANIZEENIE))
and Fund Settlement Of Branch Offices Management Measures (€% Xz
B S EEEIEIL) ), to enhance the effectiveness and efficiency
of fund management, thereby ensuring our financial security and reducing
cost of capital.

To manage our idle cash on hand, we purchase and redeem wealth
management products using them as our “cash pool” from which we
could readily access cash as needed and generate higher yield than bank
deposits. The underlying financial assets of the wealth management
products in which we invested primarily consist of the low- risk wealth
management products issued by financial institutions. The amount
of the purchase will be determined based on our surplus funds. Our
main treasury policy on fund management is the Wealth Management
Administration Solution (<& & 32 8 & 2 ##%) ). We consistently
comply with our treasury policy during the procedures of purchasing the
wealth management products and managing the relevant departments, as
well as in conducting business, accounting and filing.

We are committed to safeguarding overall financial security and
maintaining a strong cash position and a healthy debt profile with
strong repayment ability. By adopting a full, reasonable and professional
assessment mechanism, preparing annual and monthly funding plans, we
have established disciplined fund management principal, which allows us
to efficiently manage market risks.

For budget management, we have established a monthly, quarterly and
annual budget management system, then seek approval from our chief
financial officer. The capital budget plans should be made based on the
objective basis of the Group’s business plans, project schedules, and
contractual payment terms to ensure that the plan accurately matches the
actual business needs.
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Major properties TEME
The following table sets forth the details of the major properties held by TRERTASEHE-Z-NE+-A=1+—HLLF
the Group as of 31 December 2019. =R EL:0F TN
Fair value of
Occupancy
portion
Property name Location Existing use Lease term HiBn
WERR ik RHERE HBHR HEEE
RMB'000
ARETT
Beijing Kingdee Software Park Valley No. 4 Fuxing Street, Mapo Town, Shunyi District, Beijing Offices Long-term 732,200
IERE R City, the PRC BOE =H
F B R IEE R SR AR E A
Shanghai Kingdee Development Center No. 88 Chenhui Road, Zhangjiang High Technology WRE & 371,900
HEBEHR Park, Pudong District, Shanghai City, the PRC Offices Long-term
FE ETERR IR E R R EKE85
Shenzhen Kingdee Development Center ~ No. 2, No.12 Technology Road South, High Technology Offices Long-term 680,200
| R HR Park, Nanshan District, Shenzhen City, Guangdong BOE =H
Province, the PRC
FEIER A AT I E R R R 125525
Shenzhen W1-B Level 4, Building W1, High-tech Industrial Village, Offices Long-term 71,900
AYIW1-B No. 1 Technology Road South, Nanshan District, N $23:1
Shenzhen City, Guangdong Province, the PRC
FEEREFITMELERRE —Ke R ENW
BEEME
1,856,200
2. Employee and Remuneration Policy 2. RBARWMBE
During the reporting period, total number of employees in the Group REAN %E:E\IA%”%&%M: ZK;%M f@ﬁ(ﬁ
reached 8,903. Based on core value of “Acting in all Conscience, with A if‘t@ CTEEIRROEERR  BREEE
Integrity and Righteousness”, the Group was committed to implementing BB BREIOATHE  BEIZFZENEEA
ED S e =gt
the strategy of “talent activation, talent introduction, talent development”, Za ﬁ,ﬁ@lﬁﬁ&)\z‘%ﬂ /ﬁﬁ%@@%i ° [l - SE
to attract elite talent, top-class professionals and graduates for Kingdee’s ﬂﬂﬂ\ﬁﬁ“%ﬁl@' ﬂﬁﬂé‘/\%ﬁﬁ%ﬁ'\%ﬁﬁb1tﬁﬁ4 I ¢C)
cloud transformation. Meanwhile, the Group strategically raised incentives THBRAMABIER - z\%giﬁﬁfiféﬂt © EmIRE
for R&D staffs to effectively retain talents. In order to enhance platform fe @éfﬁfgﬁ{? ARBEDTEBET  BLREY
management, product & service integration and operation & management %}5 ’ g#a@,ﬂmgg EHT(KRER) g&@g@a
integration, Kingdee commenced organization restructuring to strengthen g5 %ﬁﬁwﬁgfmjf%)gmﬁl EETUES AT
its Platform-as-a-Service for its customers and partners. The Group also DEERRXE  ReGNSHEREBRRE -

released Kingdee Philosophy to promote leadership and praise customer
success-focused employees. This fortified the customer-centric value and
brought benefits to all Kingdee stakeholders.
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Social Responsibility

During the reporting period, the Group continued to support public welfare
activities. Kingdee has contributed to the “Siyuan-Kingdee Education
Relocation Class Project”, “Siyuan Foundation Ya'an Poor Students
Phase Il Project” and “China Management Model 50", which promoted
theoretical and practical dialogues, communication and cooperation.

During the epidemic of COVID-19, the Group donated RMB10 million
through China Siyuan Foundation for Poverty Alleviation to support
frontline medical staff fighting against COVID-19 in Wuhan and
surrounding areas, also to pay tribute to these Wuhan heroes. Moreover,
Kingdee provided a number of preferential policies to help affected
enterprises and organized online sharing expert events on enterprise
management topics to advice on business operations. During this period,
Kingdee actively participated in the epidemic prevention and control, and
postponed the return date after the Chinese New Year holiday. Kingdee
guaranteed its phone and online customer services around the clock, and
provided priority services to enterprises in affected areas.

Outlook

During the COVID-19 outbreak, the Group timely responded to all-sided
demand and fought the virus in all-ways in the beginning of 2020. To
carry out enterprise social responsibility, Kingdee utilized all kinds of
technology to minimize impact on business operation. With sufficient
reserves in cash and funding, the Group believes the impact remained
under control.

In 2020, we see rising demand for cloud transformation in the COVID-19
epidemic, similar to the development of consumer mobile internet in
the 2003 SARS crisis. Cloud service market in China is going through
leaping development with accelerating enterprise cloud transformation
and mainstream adoption of mobile office, online procurement and
cloud-based enterprise management. The Group will also be benefited
from the rising IT localization trend. After the epidemic, “businesses will
return to its basic principle, and will primarily focus on the success of
customers.” The Group will further accelerate its cloud transformation,
focusing on the collective strategy of “Platform + Finance & HR
Application + Ecosystem” to enhance product competitiveness, setting
industry best practices to enable growth for enterprise. The Group
will effectively set footprint into large enterprise market and transform
partners’ service-oriented business model. Kingdee will continue to build
its customer success system, to bring cloud technology for Chinese

itERE
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enterprises and win with Kingdee in cloud. Meanwhile, 2020 is the first
year of all-product cloud transformation for Kingdee, of which profitability
may be under pressure. Look forward, the cloud business will greatly
enhance the Group’s profitability and further consolidate Company’s
leadership in the enterprise-grade SaaS services.
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DIRECTORS
Executive Directors

XU Shao Chun (#2 %), aged 57, is the founder of the Group, chairman
of the Board, chief executive officer and the Government Special Allowance
Expert awarded by the State Council. Mr. XU graduated from the Southeast
University in Computer Science and obtained a Master of Accounting from the
Research Institute for Fiscal Science, Ministry of Finance (now known as the
Chinese Academy of Fiscal Sciences) and an Executive Master of Business
Administration (EMBA) from China Europe International Business School. Mr.
XU is a member of the Accounting and Information Technology Commission
of the Ministry of Finance. He has served as a member of each of the Ninth
and Tenth Central Committee of China Democratic National Construction
Association, a director of the China Siyuan Foundation for Poverty Alleviation,
and the vice president of the China Software Industry Association. By virtue
of the profound understanding of the corporate strategy and operation
management, the forward-looking technology sensitivity and keen insight on
the development trend of the global software industry, Mr. XU has been actively
promoting the objective of “Enable the Chinese management model to rise
in the world”, and is committed to leading the Group to become the world’s
leading service provider of management and IT integrated solutions. Owing to
his outstanding achievements in implementation of this undertaking, Mr. XU
was awarded frequently. He has been awarded “World Indigenous Entrepreneur
Award of the United Nations”, “10 Outstanding Youths of China’s Software”, “10
Outstanding Entrepreneur Award”, “Outstanding Leader of China’s Information
Industry”, “30 Effective People who Contributed to the Success of Shenzhen's 3
Decades of Reform and Opening”, “Meritorious Shenzhen Business Leaders who
Contributed to the Success of Shenzhen’s 4 Decades of Reform and Opening”
and “Shenzhen Science and Technology Innovation Mayor’s Award”.

LIN Bo (# %), aged 47, is an executive Director. Mr. LIN obtained a bachelor’s
degree of Computer Science from the Xiamen University. He is currently the
chief financial officer of the Company. After joining the Company in 1997, Mr.
LIN has served as the general manager of the Company in the Fujian Province
Region, the general manager of the Operation Management Department and
the director of the Strategic Development Department of the Group. Mr. LIN
has extensive experiences in strategic planning, marketing management and
financial management.
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Non-executive Directors

DONG Ming Zhu (ZEBA®E), aged 65, is a non-executive Director. Ms. DONG
obtained a Master Degree of Business Administration from the Zhongnan
University of Economics and Law. She is now the chairman of the board and
President of Gree Electric Appliances, Inc. of Zhuhai Co., Ltd (stock code
S7000651), a company listed on the Shenzhen Stock Exchange, and a member
of the 13™ National People’s Congress of the PRC. Ms. DONG had been awarded
the “National May Day Labor Prize”, and had been elected as a member of
gach of the 10" 11" and 12" National People’s Congress, a member of the
Standing Committee of the China National Democratic Construction Association
and a member of the 10" Executive Committee of All-China Women’s
Federation. Ms. DONG has solid experience in marketing and management of
household appliances, and the Regional Sales Model that she developed has
been commended as an “Excellent Achievement of Modernizing Enterprises’
Management of Guangdong Province”. Ms. DONG has been dedicating to
creating local Chinese brands and was granted the “Innovation Award of CCTV’s
China’s Economic Figures of the Year 2010”.

ZHOU Bo Wen (F{B3Z), aged 44, is a non-executive Director (appointed
on 18 March 2020). Mr. ZHOU received a Ph.D. in Electrical & Computer
Engineering from the University of Colorado at Boulder, the United States of
America and a bachelor's degree from the University of Science & Technology
of China. Mr. ZHOU serves as the president of JD Cloud and Al, a group
which integrates the charter and responsibilities of three major former
business departments under JD.com, Cloud, Al and loT. Mr. ZHOU is a fellow
of the Institute of Electrical and Electronic Engineers (abbreviated as IEEE)
and an expert member of the National New Generation Artificial Intelligence
Development Research Center. Mr. ZHOU formerly was also a director of the
Al Foundations Lab at International Business Machines Corporation (“IBM”)
Research in New York and the chief scientist of the IBM Watson Group. Mr.
ZHOU has decades of experience in natural language technology, machine
learning and artificial intelligence.
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Independent non-executive Directors

Gary Clark BIDDLE (EE#), aged 68, is an independent non-executive
Director. Mr. BIDDLE is the Professor of Financial Accounting at the University
of Melbourne, and a visiting professor at each of the Columbia University
Business School, The University of Hong Kong and the London Business
School. Mr. BIDDLE earned his MBA and PhD degrees at University of Chicago.
He has served as a professor at each of the University of Chicago and the
University of Washington, the dean of the Faculty of Business and Economics
at The University of Hong Kong, a chair professor at each of the Accounting
Department of The University of Hong Kong and PCCW, and an associate dean
of the School of Business and Management of The Hong Kong University of
Science and Technology, where he was also a member of the Council, Court,
Senate and held the title of Synergis-Geoffrey Yeh Chair Professor. He has
served or is serving as visiting professor at globally leading business schools,
including the Columbia Business School of the Columbia University in the
United States of America, the London Business School in the United Kingdom,
the International Institute for Management Development in Switzerland, the
China Europe International Business School in China and the Moscow School
of Management SKOLKOVO in Russia. Mr. BIDDLE is a member of each of
the American Accounting Association, American Institute of Certified Public
Accountants, Hong Kong Business and Professionals Federation, Hong Kong
Institute of Certified Public Accountants and Hong Kong Institute of Directors,
and he is the former president and co-founding council member of the Hong
Kong Academic Accounting Association. He is a leading expert in financial
accounting, financial markets, valuation, value creation, corporate management
and performance metrics, including economic value appreciation rate. Mr.
BIDDLE is also an independent non-executive director of Shui On Land
Limited (stock code HK-272), a company listed on the Main Board of the Stock
Exchange of Hong Kong Limited (the "Stock Exchange").

CAO Yang Feng (& {% #8) aged 47, is an independent non-executive
Director. Mr. CAQ is the director of Institute of Global Entrepreneurship
& Innovation (Hong Kong) and the management practice professor of the
Guanghua School of Management, Peking University. Mr. CAO obtained a
doctoral degree in International Entrepreneurship and Strategic Management
from Copenhagen Business School, and a doctoral degree in Human Resource
Management from the Renmin University of China. Mr. CAO previously engaged
postdoctoral research in the Department of Strategic Management from the
Guanghua School of Management, Peking University. Mr. CAO is a member of
each of the Academy of Management, The Academy of International Business
and The International Association for Chinese Management Research, and Mr.
CAO has previously provided strategy counselling services and training services
for some large enterprises. Mr. CAO has published many enterprise management
articles in the academic field with profound insights and has won a number of
awards. Mr. Cao is also an independent director of Wens Foodstuff Group Co.,
Ltd. (stock code SZ300498) and a non-independent director of JA Solar Co.,
Ltd. (stock code S7002459), which are companies listed on the Shenzhen Stock
Exchange.
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LIU Chia Yung (2] % %), aged 61, is an independent non-executive
Director. Mr. LIU obtained a Master Degree of Business Administration from
the University of Missouri in the United States of America. Mr. LIU joined
Trend Micro Inc., a company listed on the Tokyo Stock Exchange (stock code
TY0-4704) in 2002, and served as the president of the Asia Pacific region and
then the general manager of global services business group, being responsible
for the overall business operation in Asia Pacific region, research and
development, and Trend Micro’s global enterprises cyber security outsourcing
service planning. Mr. LIU joined Green and Associates in 2007 and has served
as the general manager, focusing on strategic human resources consulting
since then. Mr. LIU has rich experience in Hi-Tech marketing, business strategy
planning and global corporation management. Mr. LIU has acted as the adjunct
professor at the Soochow University in Taiwan and a visiting professor at the
Peter F. Drucker Academy in Beijing.

COMPANY SECRETARY

SIU Man Ho, Simon (F3 %), aged 46, is a practicing solicitor of the
High Court of Hong Kong. He obtained a Bachelor of Laws degree from The
University of Hong Kong in 1996 and is a partner of a law firm, namely Sit,
Fung, Kwong & Shum. Mr. SIU is also a China Appointed Attesting Officer
appointed by the Ministry of Justice of the PRC. His areas of practice include
corporate finance, capital markets, securities, mergers and acquisitions, joint
ventures and general commercial matters. He also actively participates in
charitable and social services in Hong Kong. He was previously appointed as
the director of Hong Kong Pok Qi Hospital. He is currently acting as the legal
adviser for United Hearts Youth Foundation, VQ Foundation and Hong Kong
Taekwondo Association as well as the school manger of The Association of
Directors and Former Director of Pok Oi Hospital Ltd. Leung Sing Tak College.
He is also the member of the Committee of the Chinese People’s Political
Consultative Conference in Yangjiang City of Guangdong Province, the PRC.
Mr. SIU was an independent non-executive director of each of Weiye Holdings
Limited (stock code HK-1570) from March 2016 to December 2018 and Jiashili
Group Limited (stock code HK-1285) from June 2015 to December 2015. Mr.
SIU is currently an independent non-executive director of each of Wai Yuen
Tong Medicine Holdings Limited (stock code HK-897), Brilliant Circle Holdings
International Limited (stock code HK-1008), Shuang Yun Holdings Limited
(stock code HK-1706) and HKE Holdings Limited (stock code HK-1726), which
are companies listed on the Main Board of the Stock Exchange.
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SENIOR MANAGEMENT

XU Shao Chun (#& 2 %), chief executive officer of the Company — see the
paragraph under “Executive Directors” above.

LIN Bo (#ki), chief financial officer of the Company — see the paragraph
under “Executive Directors” above.

SHEN Chong Feng (3L5288), aged 49, is the president of Kingdee Software
(China) Co., Ltd (“Kingdee China”). Mr. SHEN is mainly in charge of the
management software business in the Company. Mr. SHEN graduated from
the Changchun University of Science and Technology (now known as the Jilin
University) with a master’s degree in engineering. Before joining Kingdee, Mr.
SHEN was a lecturer at the Changchun University of Science and Technology.
He joined Kingdee in 1998 and has served as the department manager of
Shenzhen Branch, the general manager of Dongguan Branch, the general
manager of Shenzhen Branch, the general manager of South China and the
senior vice president of Kingdee China. He is currently the president of
Shanghai Guanyi. Since joining Kingdee in the past 21 years, Mr. SHEN has
made important contributions in the key management positions of Kingdee, and
has rich theoretical and practical experiences in business management.
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The Directors are pleased to present to the shareholders their report together
with the audited consolidated financial statements of the Group for the year
ended 31 December 2019.

Principal Activities and Geographical Analysis of Operations

Shares of the Company are listed on the Main Board of the Hong Kong Stock
Exchange (stock code: 0268) and the Company is headquartered in Shenzhen,
the PRC. Adhering to the core values of “Acting in all Conscience, with Integrity
and Righteousness”, the Company is committed to helping businesses achieve
their growth targets and let the sun shine on every company through dedicated
services. It strives to provide them with the most trusted enterprise service
platform. Through persistent efforts to explore China’s Cloud enterprise service
market, Kingdee has retained the largest share in the enterprise application
software sector for fast-growing enterprises for 15 consecutive years, and has
grasped the biggest share in the enterprise-grade SaaS Cloud services industry
for the second year, also the Company has grasped the biggest share in the
enterprise-grade SaaS ERM (as known as Cloud ERP) and Financial Cloud
services industry for the third year.

In addition, Kingdee's diverse Cloud services and products are the preferred
choices of leading enterprises. They include “Kingdee Cloud eCosmic” (a
Cloud service platform for large enterprises), “Kingdee CloudeGalaxy” (a
digital innovative Cloud service platform for medium and large enterprises and
fast-growing enterprises), “Kingdee Jingdou Cloud” (one-stop Cloud services
platform for micro and small-sized enterprises), “Cloud-Hub” (intelligent Cloud
office), “Guanyi Cloud” (Cloud services for E-commerce operators), “Cargeer”
(Cloud services for auto dealers) and “Wojia Cloud”(Cloud services for Property
Industry). With its strengths in management software and Cloud services,
Kingdee provides services and products to more than 6.8 million enterprises,
government agencies and other organizations around the world.

The revenue and profit attributable to the owners of the Company for the
year ended 31 December 2019 were approximately RMB3,325,590,000 and
RMB372,580,000, respectively. Of such revenue, approximately 60.5% was
derived from the sales of ERP business and approximately 39.5% was derived
from the Cloud services business. For details, please refer to the consolidated
income statement set out on page 91.

The Group has established three software parks which are located in Shenzhen,
Shanghai and Beijing, respectively. As at 31 December 2019, the Group
had nearly 50 branches mainly engaging in marketing and service and had
approximately over 2,000 cooperation partners providing consultation, technical
support, implementation services and distribution of its products and after-sale
services to the customers of the Group.
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Business Review

A fair review of the business of the Group and a discussion and analysis of
the Group’s performance during the year as required by Schedule 5 to the
Companies Ordinance (Chapter 622 of the Laws of Hong Kong) (the “Companies
Ordinance”), including (i) a discussion of the principal business risks and
uncertainties facing the Group; (i) an indication of likely future developments
of the Group’s business; and (iii) the key financial performance indicators of the
development, performance and position of the Group’s business are provided in
the “Management Discussion and Analysis” section, on pages 17 to 29 of this
annual report and Note 3 to the consolidated financial statements.

Results and Final Dividend

The performance for the year ended 31 December 2019 is set out in the
consolidated income statement on page 91. The Board recommended the
declaration and payment of a final dividend of RMB1.1 cents (equivalent to
approximately HKD1.2 cents) per share out of the share premium account of the
Company (the “Share Premium Account”) for the year ended 31 December 2019
(the “Final Dividend”) (2018: RMB1.00 cent). Such declaration and payment of
the Final Dividend out of the Share Premium Account is subject to the approval
of the shareholders of the Company at the forthcoming annual general meeting
of the Company (the “AGM”) and it is expected that the Final Dividend will be
paid in cash on or about 1 June 2020.

For further details of the proposed declaration and payment of the Final
Dividend out of the Share Premium Account, please refer to the announcement
of the Company dated 18 March 2020 and the circular of the Company dated 9
April 2020.

Dividend Policy

The Company does not have any pre-determined dividend distribution ratio.
The declaration of future dividend will be subject to the Directors’ decision
and will depend on, among other things, the earnings, financial condition,
cash requirements and availability, and any other factors that the Directors may
consider relevant. Any declaration and payment as well as the amount of the
dividends will be subject to any restrictions under the applicable laws and the
Company’s constitutional documents. The historical dividend distribution record
of the Group should not be used as a reference or basis to determine the level
of dividends that may be declared or paid by the Group in future.
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Distributable Reserves

As at 31 December 2019, the retained earnings of the Company were
approximately RMB16,395,000 (2018: approximately RMB42,340,000); and the
amount standing to the credit of the Share Premium Account was approximately
RMB2,963,096,000 (2018: approximately RMB2,903,459,000). Under
Chapter 22 of the Companies Law (Revised) of the Cayman islands, the share
premium of the Company is available for paying distributions or dividends
to shareholders subject to the provisions of its Memorandum and Articles of
Association and provided that immediately following the distribution of dividend
the Company is able to pay its debts as they fall due in the ordinary course of
business.

Closures of Register

The register of members of the Company will be closed from (i) Thursday, 7
May 2020 to Tuesday, 12 May 2020 (both days inclusive) and (ii) Monday, 18
May 2020 to Wednesday, 20 May 2020 (both days inclusive), during which
periods no transfer of shares will be registered. In order to be qualified to (i)
attend, participate in and vote at the AGM to be held on 12 May 2020 and (ii)
receive the Final Dividend, respectively, all transfer documents accompanied by
the relevant share certificates must be lodged with the Company’s branch share
registrar and transfer office in Hong Kong, Computershare Hong Kong Investor
Services Limited at Room 1712-1716, 17/F, Hopewell Centre, 183 Queen’s Road
East, Hong Kong not later than 4:30 p.m. on (i) Wednesday, 6 May 2020 and (ii)
Friday, 15 May 2020, respectively.

Bank Loans and Other Borrowings

Details of bank loans and other borrowings for the year ended 31 December
2019 are set out in Note 22 to the consolidated financial statements.

Reserves

Details of movements in the reserves of the Group for the year ended 31
December 2019 are set out in the statement of changes in equity on page 93 of
the annual report.

Donations

During the year ended 31 December 2019, the Group made charitable and other
donations amounted to approximately RMB1,000,000 (2018: approximately
RMB4,000,000).

Five-Year Financial Summary

A summary of the results and of the assets and liabilities of the Group for the
last five financial years is set out on page 7 of the annual report.

Fixed Assets

Details of movements in the fixed assets of the Group for the year ended 31
December 2019 are set out in Note 7 to the consolidated financial statements.
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Interests of the Directors in Contracts

Save as disclosed under the heading “Continuing Connected Transactions” and
“Related Party Transactions” in this report, no Director or an entity connected
with a Director has or had a material interest in any transaction, arrangement or
contract of significance to the Group’s business for the year ended 31 December
2019 in which the Group was a party.

Pre-emptive Rights

There are no provisions regarding pre-emptive rights under the laws of
Cayman Islands or the articles of association of the Company (the “Articles
of Association”), which would oblige the Company to issue new shares to its
existing shareholders in proportion to their existing shareholdings.

Principal Properties

Details of the principal properties held for development and/or sale and for
investment purposes are set out on page 28 of the annual report.

Tax Relief

The Company is not aware of any relief from taxation available to its
shareholders by reason of their holding of the shares of the Company.

Share Capital and Options
e  Share Capital

Details of the movements in share capital of the Company for the year
ended 31 December 2019 are set out in Note 18 to the consolidated
financial statements. Shares were issued during the year as a result of the
exercise of share options. Details about the issue of shares are also set
out in Note 18 to the consolidated financial statements

e  Purchase, Sale or Redemption of Listed Securities

During the year ended 31 December 2019, neither the Company, nor any
of its subsidiaries, had purchased, sold or redeemed any of its listed
securities.

Share Option Schemes

The share option schemes were adopted by the Company to encourage and
reward the contribution of eligible persons to the Company. Eligible persons
include employees, directors, partners, consultants, suppliers and customers of
the Group.
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Pursuant to the share option scheme adopted by the Company on 11 July 2005
(the “2005 Scheme”) and the adjustment made due to the bonus issue in 2011,
an aggregate of 529,501,600 share options were granted, of which 305,534,193
share options were exercised and 178,833,307 share options lapsed since its
adoption. During the year ended 31 December 2019, 13,693,175 share options
were exercised and 17,416,500 share options were lapsed, thus, 45,134,100
share options remained outstanding as at 31 December 2019.

At the AGM of the Company convened on 8 May 2015, the Company terminated
the 2005 Scheme and adopted a new share option scheme (the “2015 Scheme”)
with a validity period of ten years. The remaining life of the 2015 Scheme
was around 5 years as at the date of this report. As at 31 December 2019, the
Company had granted 40,000,000 share options pursuant to the 2015 Scheme,
of which 11,999,500 shares options were exercised and 4,510,000 share
options lapsed since its adoption. Hence, 23,490,500 share options remained
outstanding. According to the scheme mandate limit of the 2015 Scheme, the
Company may further grant 219,264,096 share options (being 259,264,096
share options less the 40,000,000 share options granted), representing
approximately 6.6% of the total number of issued shares of the Company as at
the date of this report.

The maximum number of shares issuable upon exercise of the share options
granted under the 2015 Scheme and any other share option scheme(s) of
the Company (including exercised and outstanding share options) to each
eligible participant in any 12-month period is limited to 1% of the shares of
the Company in issue as at the date of grant. Any further grant of share options
in excess of such 1% limit shall be subject to the issue of a circular by the
Company and the approval of the shareholders of the Company at a general
meeting.

The grant of share options to a director, chief executive or substantial
shareholder, or to any of their respective associates, is subject to the approval
in advance by the independent non-executive Directors, excluding the
independent non-executive Director(s) who is/are the grantee(s) of the share
options. In addition, the grant of any share option to a substantial shareholder
of the Company or an independent non-executive Director, or to any of their
respective associates, in excess of 0.1% of the shares of the Company in
issue as at the date of grant and with an aggregate value (based on the closing
price of the shares of the Company as at the date of grant) in excess of HK$5
million, within any 12-month period, is subject to the issue of a circular by
the Company and the approval of the shareholders of the Company in advance
at a general meeting. The grantee, his associates and all core connected
persons of the Company must abstain from voting at such general meeting. The
granted options can be exercised during its respective validity period under the
respective share option schemes.

BEAREAR -_ZZAF LA+ - BARNBRIBRAS L
R E (220 F48) RE-S——F4d
RARBETMELNAR - BB BREAAR - R
£ Fis AR P2 48 B0 /5529,501,600f% - HL 305,534,193 0% i AR A B 1%
T6 17883 0TRBREEAK - R-ZZE-NFFERS
HY N - 13,693,175MR PR AR IE AT (2 - 17,416,500 BB AR 2 %
MeBIE-F-AF+-A=1—HIL 451341005 M2
HARITEE ©

E-Z-AFIA\BARORREFAEL  ARACR
- ZTREHELRAT —RANBRESS (2T~
HFEE] - BRBRIEF - BEARERMHA - T~
IFFHEANBHROARE BE_T-NF+T_A=1—
Bl ARRAZF—RFFEIRMIAR - & 140,000,000
BERE- B —E-NF+t-A=1t—HI APET
511,999,500 - 23,490,500%5 & A #E i R AT 12 B BB R ET
BIBIRA 450,000 B RED KM - RE-_F—AFHA
NBBREAFASHAEN S AFHEIRE  AREIHA
15 1H219,264,006 A% & AR 12 (B1259,264,096/% B2 [ 12 6l & 1% 1 9
40,000,000 858 18) - (EBERRELAMHZE  ARADHET
B 17 496.6% °

REETZEASER - RRE-F-nFHEREARAME
MEMmBRESERE BIRE (BRETRRHATRZ
B BTEMANAMSAER2EERTZRSRHE
B UREERARFEETRNIBAR - MBRELBBZ
1REBRE - ARRRASETRBIRRBRAEH
KARRBRLLAE ©

MARRIZEE RSTRAERTIERRIARERAZE
MHEARNERE SLLARGELFNTESIE
(G RBREARAZBUIFRTESRIN o 4o - REM
T EABRARRR T RRRIBUFNTESTARSE
FREABBEARL 2 BREMSZRG - PHRARHER
ARREETRMDIRRAE (BRERHEBARFRD 2K
miEFHE) 18500000087 - MIARBATEBERELR
BRAGHRADARR A - BERARAREBEA
URADBNMAEGLOBEALAEZRRASG LHER
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The exercise price of the share options is determined by the Board, but may not ~ BEREZTHERMESSET  BTEERATI=Z38255
be less than the highest of (i) the closing price of the shares of the Company as % : (\ARARORENE B (WEARXHA) EHRTEH
stated in the daily quotation sheet of the Stock Exchange on the date of grant,  HBREXRFIZKHE : (NEARABRGHREERTE BRI AE
which must be a trading day; (ii) the average closing price of the shares of the ~ R ZBEMIHMNEBREXRMIZFHRHE  R(i)KAF
Company as stated in the Stock Exchange’s daily quotation sheets for the five — B2 ®E(E °

trading days immediately preceding the date of grant; and (iii) the nominal value

of the shares of the Company.

Details of the movements of the share options pursuant to the 2005 Scheme and &It =T—AF+-A=+—HI BRE_TTHFERE

the 2015 Scheme during the year ended 31 December 2019 are as follows: FERZT-RFHEMNEEFBER RO TRE
Options
Exercise Exercise  Options held at Options granted exercised during Options lapsed ~ Options held at
Date of period price per 31 December during the ~ the reporting during the 31 December
grant (Note 3)  share (HKD) 2018 reporting period period (Note 2) reporting period 2019
BEHm
RIS-N\E BEHM fTHEs BEHR RIB-nF
Name or category of 34 e fiém® +-R=1-A Rty BRENA %4 +ZB=+-A
participants SREFN g (H&E3) (B7) <HREME  BREBE (Wi2) WERE®E <HRRENE
Oriental Gold Limited (Note 1) Origntal Gold Limited (F£E1) 20042014
23412014 fo0 22/04/2024 266 2,500,000 - - 2,500,000
12/06/2015
12/5/2015 {0 11/06/2025 46 2,500,000 - - 2,500,000
Sub-total ait 5,000,000 - 5,000,000
LinBo TR 16/03/2011
16/3/2011 10 15/03/2021 427 400,000 - - 400,000
12/06/2015
120512015 {0 11/06/2025 46 300,000 - - 300,000
Sub-total ait 700,000 700,000
Gary Clark Biddle Gary Clark Biddle 12/05/2015
12/5/2015 {0 11/06/2025 46 50,000 - 50,000 - 0
Dong Ming Zhu i) 20032013
21312013 10 21/03/2023 13 200,000 - - 200,000
12/05/2015
12/5/2015 {0 11/05/2025 46 200,000 200,000
Sub-fotal &t 400,000 400,000
Liu Chia Yung A5E 12/06/2015
12/5/2015 fo 11/05/2025 46 200,000 - 200,000 - 0
Other employees in aggregate EfEELY
14/0412009
141412009 {0 13/04/2019 0.9667 85,000 - 8,000 - 0
17/09/2009
17/9/2009 0 16/09/2019 1417 3,410,000 - 1,506,000 1,904000 0
2300412010
23042010 10 22/04/2020 25017 10,978,000 - 3.257,000 - 7,721,000
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Options

Exercise  Options held at Options granted exercised during Options lapsed  Options held at

Date of price per 31 December during the ~ the reporting during the 31 December
grant share (HKD) 2018 reporting period period (Note 2) reporting period 2019
HEmm
RIB-I\E BEDR ffEgy GEER RIZ-0E
Name or category of 1] iR t-A=1-A i BRERE %4 +ZA=+-A
participants SHERN g (87) CHREWE  BREBE (Wi2) WRE®E <HBREHE
16/3/2011 4275 3,560,000 - 1,620,000 - 1,940,000
197812011 30 6,066,000 - 509,000 - 6,157,000
30302012 187 3,125,000 - 1,250,000 1,875,000 0
22082012 11 15,881,425 - 224392 13,637,500 0
22032013 134 17,639,600 - 1,768,000 - 15,871,600
23142014 266 11,798,750 - 1,454,250 - 10,344,500
1205201 46 30,462,500 - 6,812,000 3410000 20,240,500
Other employees in aggregate  EMESHH (44)
(subtotal) 103,606,275 - 20,265,175 20,826,500 62,524,600
TOTAL ait 109,956,275 - 20,505,175 20,826,500 68,624,600
Notes: BisE -

(1) Mr. Xu Shao Chun, an executive Director, the chairman of the Board, the president (1) RARTEE EXCIRRERNTERIELELERS

and the chief executive officer of the Company, holds 100% interests in Easy Key
Holdings Limited, which in turn holds 100% interests in Oriental Gold Limited.

(2)  During the reporting period,

Easy Key Holdings Limited + 5% 73 &2 & 2% Oriental Gold Limited ©

@ EREHA-

a. M. Gary Clark Biddle had exercised 50,000 options on 24 May 2019, and a.  Gary Clark BiddeS EER =2~ NERTA=FTHATE

the closing price of the shares immediately before the date on which the
options were exercised was HKD8.38;

TR EE R50, 0008 - EREERETEASZA
M B AE 8387 ¢

b.  Mr Liu Chia Yung had exercised 200,000 options, of which (i) 150,000 b, BIREERETETERELE 22000008 - AFRZT

options was exercised on 25 March 2019 and (ii) 50,000 options was
exercised on 25 October 2019, and the weighted average closing price of
the shares immediately before the dates on which the options were exercised
was HKD8.91

—NEZRZTH BT 7150,0000HEMAE - ARE=
T-NFTAZTHRTTRE T50,0008MHEE - ERE
BRGETRE BB A mE T RTEAEBIT -

(3)  The vesting period of the share options granted is four years and the vesting () BRESRTWEEHANT BEIEAERNBHR12ER

schedule is 25% after 12 months from the date of grant, 25% after 24 months from
the date of grant, 25% after 36 months from the date of grant, and 25% after 48

months from the date of grant.

FE25% - BRI AHRMEAREL% - BRH A HHE36E A
FE25% & BRI B B ie48(E A B 25%

For further details, please refer to Note 21 to the consolidated financial ~ BZHMEER - FL2REHABRKMTT2 -

statements.
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Share Award Scheme

The share award scheme (the “Share Award Scheme”) was adopted by
the Company on 4 December 2015 to provide incentives and reward the
contributions of certain employees and directors of the Group. The Share Award
Scheme shall be valid and effective for a period of 10 years commencing from
the adoption date. For details of the Share Award Scheme, please refer to the
announcement of the Company dated 18 December 2015.

During the year ended 31 December 2019, the Company had granted 19,178,000
award shares pursuant to the Share Award Scheme, of which a total of 6,450,000
awarded shares granted to the Directors were still outstanding, details of which
are as follows:

R {7 & Myt &

ARRAZT—RF+ - ANBRH 2K R 8 ([ %
B E]) UREBBUARRBASEETEERESME
MER - BRORBFAERAZBRERBSTFE - FHAK
DRBHEZHEELEANR T RF T ATNBEZ
N

RBE-Z-NFT-A=+—-RLLEFE - RERK EDE
BRI HET19.178 000 BB - ARRERNAHARE
&) 22 B 7 $£6,450,0000 - BRIFIEAT -

As at 31 Granted during Vested during As at 31

December 2018  the reporting period the reporting period December 2019

AZE—\E R_E—-RE

Name of Director EEnS +ZA=+—-H BEPAEH BEMNRE TZA=1+—H
Xu Shao Chun ®LE 4,750,000 1,200,000 1,750,000 4,200,000
LinBo WOR 2,162,500 800,000 712,500 2,250,000

For further details, please refer to Note 21 to the consolidated financial statements.

Directors

The composition of the Board during the financial year ended 31 December
2019 and up to the date of this report is as follows:

Executive Directors

Mr. Xu Shao Chun (Chairman of the Board and Chief Executive Officer)
Mr. Lin Bo (Chief Financial Officer)

Non-executive Directors

Ms. Dong Ming Zhu
Mr. Shen Yuen Ching (resigned on 18 March 2020)
Mr. Zhou Bo Wen (appointed on 18 March 2020)

Independent non-executive Directors

Mr. Gary Clark Biddle
Mr. Liu Chia Yung
Mr. Cao Yang Feng
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According to the Articles of Association, each Director shall retire by rotation
at least once every three years and all the retiring Directors are eligible for
re-election at the AGM in that year. At the AGM, three Directors, namely Mr. Lin
Bo, Mr. Gary Clark Biddle and Mr. Liu Chia Yung shall be retired by rotation and
be eligible for re-election. Additionally, Mr. Zhou Bo Wen, who was appointed
as a non-executive Director on 18 March 2020, shall hold office only until the
AGM and shall also be eligible for re-election at the AGM.

None of the Directors who shall be retired and proposed for re-glection at the
forthcoming AGM has an unexpired service contract with the Company or any
of its subsidiaries which is not terminable within one year without payment of
compensation, other than statutory compensation.

The Company received a written confirmation from each independent
non-executive Director of his independence pursuant to Rule 3.13 of the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”).
The Company considers all the independent non-executive Directors to be
independent.

Directors’ and Chief Executive’s Interests or Short Positions
in the Shares, Underlying Shares or Debentures

As at 31 December 2019, the interests and short positions of the Directors and
chief executive of the Company in the shares, underlying shares and debentures
of the Company and its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong) (the “SFQ")), which will be required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO or
which will be required, pursuant to Section 352 of the SFO to be entered in
the register referred to therein, or which will be required to be notified to the
Company and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules, were as follows:

REAFMRERMAEI6E SUESEE)F=FRE
BRI MEREESHRERREFBRRBFAE LE
BEE - REERRAE - AREAL - Gary Clark BiddleSE 4 K
AXELRLERERBESRISERBEEL - %I BA
XEER-Z-_ZF=A+\BEZERFATES  EBE
BERERRAGITNASSERBERET -

IRREERRAGRERRABENESHEEAEER
HEFAMBART AR —FREARE (ZEBERN)
TR L Z DR E RIS 1555 o

RE(EABARBABRDAZSF LRI (T ETHAA)
FIBE ARFCHIBEBUFNTESRRLBUME L
EHHER - ARARREWBUFNTESREBUAL -

EERERTHRARRES HREHRNFESHES
Hike

RIZB-NE+ZA=1T—F  ARAIGNEEREHITH
ABEARAFZEEAEE (FER(ESRBEEID (B
BEDIENE) ([FHRBEGD) EXVERR) W, - 4
BRmREEETAERREE SRS ROEXVE D ET
FOEMRER BBAMARREMEBRN - REEF LD
FIGOIEB2MR T AT E 2 B sk - SRE TR
RIS+ 2 (LM RARERETEFRINBETAD ([FE
SR ORTEREBARRAMBBH I EEIAEN
T
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Long positions/short positions in shares/underlying shares of the

Company

FAFHEREHARRHRZEE

Number of shares/
underlying shares
(where appropriate)

Types of interests

Percentage of
total number of
issued shares
(approximate)

HERTRE
Bin / HERBR R HEEAL
Name of Directors EEgS BB (mER) #aNE i
Xu Shao Chun BLE 715,198,624(L)  Interests of controlled corporation (Note 1)
PR AR s ()
4,200,000(L)  Beneficiary of a trust (Note 2)
EaxamA (M)
17,255,034(L)  Beneficial owner
EREBA
Aggregate: A&t 736,653,658 22.18%
Lin Bo W 1,786,438(L)  Beneficial owner
BEmBEAA
2,250,000(L)  Beneficiary of a trust (Note 3)
EiaxamA (fiFs)
Aggregate: At 4,036,428 0.12%
Gary Clark Biddle Gary Clark Biddle 1,180,000(L)  Beneficial owner 0.04%
ERBAA
Dong Ming Zhu EL TR 400,000(L)  Share option (Note 4) 0.01%
e ALY
Liu Chia Yung 2R%E 200,000(L)  Beneficial owner 0.01%

BREAA
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Notes:

The percentage of the total number of issued shares was calculated by the number of the
aforesaid interests or short positions divided by the total number of issued shares as at
31 December 2019 of 3,320,690,571.

1. 0f the 715,198,624 shares, 419,312,000 shares (of which 5,000,000 were share
options) were held through Oriental Gold Limited and 295,886,624 shares were
held through Billion Ocean Limited. Easy Key Holdings Limited is wholly owned
by Mr. Xu Shao Chun, which wholly owns Oriental Gold Limited and Billion
Ocean Limited. Therefore, Mr. Xu Shao Chun is deemed to be interested in those
715,198,624 shares.

2. The 4,200,000 shares are the awarded shares granted to Mr. Xu Shao Chun and
held by the trustee to the Share Award Scheme — Bank of Communications Trustee
Limited. Details of the awarded shares are set out in the section headed “Share
Award Scheme” of this report.

3. The 2,250,000 shares are the awarded shares granted to Mr. Lin Bo and held by
the trustee to the Share Award Scheme — Bank of Communications Trustee Limited.
Details of the awarded shares are set out in the section headed “Share Award
Scheme” of this report.

4. Details of the share options are set out in the section headed “Share Option
Schemes” of this report.

5. (L) denotes long position and (S) denotes short position.

Save as disclosed above, as at 31 December 2019, none of the Directors and
chief executive of the Company had any interests and short positions in the
shares, underlying shares and debentures of the Company and its associated
corporations (within the meaning of Part XV of the SFO), which will be required
to be notified to the Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO or which will be required, pursuant to Section
352 of the SFO to be entered in the register referred to therein, or which will be
required to be notified to the Company and the Stock Exchange pursuant to the
Model Code.

Directors’ Rights to acquire Shares or Debentures

Save as disclosed in the section headed “Share Option Schemes” above, none
of the Directors or their respective associates (as defined under the Listing
Rules) was granted by the Company, or any of its subsidiaries, any rights or
options to acquire shares or debentures in the Company during the year ended
31 December 2019.

GEX

LREARRERTERANBD L IREMABERARNHE
DHBRUARARZE-AF T A=+ —BNBERITARNHEE
3,320,690,571Ff1 5% ©

1. 1££715,198,6244% A% 15 7+ 419,312,0000% B 17 (£ F5,000,0000% A
BEAR#E) £ Oriental Gold Limited¥574 - 295,886,624A% A% {7 FaBillion
Ocean Limited#57 © Easy Key Holdings Limited B #4 A &R £ 2 &
B E2E MK Oriental Gold Limited XBillion Ocean Limited + #%
DESFEERE R LT15,198 642 B HE B #E RS o

2. BRI REEE] - RTHRDEEE 242000008 ZE A
HETRBRBRITERERDANSE - ZEDBRHNFEHR
ARE [ ZEEE] -

3. RIR I SRENEHEI] - PO SE A 2 2,250,0008% BRI Ak 17
ERBBZBRITEAERAANE - ZRBRHOFEHRN
Ad [ty ZEEtEl]

4 RBBENFEBRNARS [ERET S 26 -

5. (DRRER - MOBIRTAA -

BRABRMRENONRZIN BE-Z-NE+T-A=t—H
It ARFREEERESTHRARRAREE S LML
PIEXVEI EBAME AR R RB X AR ARE KRB E AT
(REEFRAEEOIEXVBNES) 2BH - AERHOK
ErmED  ZAERERBEFLAEEIIFEXVEHET - 56
B BAEGARERBRA - RREES RS GHIE06214%
REATHREOECMALEE  IREFETAAMNER
DR R R R o

EFUMEHRRFOET

WX TR 8 REES REE-T-NE+-A
Zt—HUEFE  ARERENBRAMEAARAESER
FEBEA (TR LTAR) TARTEBAARARL X
B E RV R -
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REPORT OF ﬁlRECTOﬂS
EFEERE

Substantial Shareholders’ and Other Persons’ Interests FERRRETATIREBEFBSRESHERARE
and Short Positions in the Shares, Underlying Shares and
Debentures

As at 31 December 2019, as far as the Directors were aware, the following  BEZEFRM R-Z—AE+-A=1+—8 U TAL (K
persons (other than the Directors and chief executive of the Company) had ~ RARZEZBR&ETHAERIN) RAAR KM REERGF
interests and short positions in the shares and underlying shares of the — BEBRBEFLAEHEOIEXNVINETTERADAIHTE R
Company which would fall to be disclosed to the Company under the provisions — {RIEZE ARSI SR TRBEFE 2 BTk
of Part XV of the SFO and required to be recorded in the register required to be ~ Z#EzmHAE

kept under Section 336 of the SFO:

Interests in shares/underlying shares of the Company FAFRG HRBHFZES
Number of shares/ Percentage of total
underlying shares number of issued share
(where appropriate)  Capacity (approximate)
HERTRA
[ ] ] #yEskt
Name BEER B A (MERA) #EIKH #i
Easy Key Holdings Limited Easy Key Holdings Limited 715,198,624(L)  Interests of controlled corporation 21.54%
(Note 1) (P&ET) RIERAR 2 s
Oriental Gold Limited (Note 1) Oriental Gold Limited 419,312,000 (L) ~ Beneficial owner 12.63 %
(BtEE1) ESHBA
Billion Ocean Limited (Note 1) Billion Ocean Limited 295,886,624(L)  Beneficial owner 8.91%
(PH&ET) ERAERA
The Capital Group Companies, Inc.  The Capital Group Companies, 326,739,761(L)  Interests of controlled corporation 9.84%
(Note 2) Inc. (FiH5E2) RERAE 2 s
Capital Research and Management  Capital Research and 326,739,761(L)  Investment manager 9.84%
Company (Note 2) Management Company WEKE
(Bt5E2)
JPMorgan Chase & Co. (Note 3)  JPMorgan Chase & Co. 28,685,014(L)  Interests of controlled corporation
(Fi5E3) 19,505,855(5)  PAMEMR AR 2 KR
99,901,000(L)  Investment manager
REEE
101,861,927(L)  Approved lending agent
R HRIEA
5,972,000(L)  Person having a security interest in
shares
BERMIRBEEROA
SUBTOTAL: I 236,419,941(L) 7.12%
19,505,855(S) 0.59%
101,861,927(P) 3.07%
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Number of shares/
underlying shares

Percentage of total
number of issued share

(where appropriate)  Capacity (approximate)
HERTERR
B{n /485 HEESL
Name BRER B8 H (MER) #EEIKE i
JD Oriental Investment Limited JD Oriental Investment Limited 288,526,000(L)  Investment manager 8.69%
(Note 4) (P 5E4) REKE
FMR LLC FMR LLC 209,200,485(L)  Investment manager 6.30%
Rage
BlackRock, Inc. (Note 5) BlackRock, Inc. (Ki#E5) 185,743,505(L)  Interests of controlled corporation 5.59%
10,166,000(5)  AIERR AR 2w 0.31%
Citigroup Inc. (Note 6) Citigroup Inc. (PFZE6) 2,567,908(L)  Interests of controlled corporation
i NI
50,000(S)
165,759,113(L)  Approved lending agent
BAEREREA
12,789,000(L)  Person having a security interest in
shares
RERMORBFRZHA
SUBTOTAL: AT 181,116,021(L) 5.45%
50,000(S) 0.00%
165,759,113(P) 4.99%
Notes: BizE -

LEARRERTERAN B L HREMLEERARNHA
ARBARRRR - NET A=+ - BNERTARRNEKA
3,320,690,57 151 % ©

The percentage of the total issued shares was calculated by the number of the aforesaid
interests or short positions divided by the total number of issued shares as at 31
December 2019 of 3,320,690,571.

FE715,198,624 0 B 1 7 » (1)419,312,0000% A% 15 (£ 5,000,0008%
AEERLHE) e Oriental Gold Limited ( FiFasy Key Holding Limited % &
HA) 58 - (ii) 295,886,624A% A7 EBillion Ocean Limited ( F3Easy
Key Holdings Limited 2 &5 ) #75 -

1. Of the 715,198,624 shares, (i) 419,312,000 shares (of which 5,000,000 share 1.
options) were held by Oriental Gold Limited; and (ii) 295,886,624 shares were
held through Billion QOcean Limited, each a company wholly owned by Easy Key
Holdings Limited.

RE=ZF — LE N A M A mThe Capital Group Companies, Inc.
JERX WM 2 B & - %326,739,7610% {7 F Capital Research and
Management Company ( £ The Capital Group Companies, Inc. 2 &%)
B -

2. According to the disclosure of interest form filed by The Capital Group Companies, 2.
Inc. on 4 September 2019, those 326,739,761 shares were held by Capital
Research and Management Company which is wholly owned by The Capital Group
Companies, Inc.
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48

According to the disclosure of interests form filed by JPMorgan Chase & Co. on 26 3 BREZZT-NF+=A=+/SHAJIPMorgan Chase & CoiERH

December 2019:

WAHER

(@)  JPMorgan Chase & Co. was deemed to be interested in the shares of the (a)

Company as follows:

JPMorgan Chase & Cot & {ER I T AR 17 A 2

Direct interest
Name of controlled corporation Name of controlling person % control (Y/N)  Number of shares
HEH#R
RREENER BEALHER BHES % (R/%) 1.1
JPMorgan Asset Management (Taiwan) Limited JPMorgan Asset Management (Asia) Inc. 100.00 Y 6,253,000(L)
JPMorgan Asset Management (Taiwan) Limited JPMorgan Asset Management (Asia) Inc. 3
J.P. Morgan Bank Luxembourg S.A. - Amsterdam Branch J.P. Morgan Bank Luxembourg S.A. 100.00 Y 378,000(L)
J.P. Morgan Bank Luxembourg S.A. - Amsterdam Branch JP. Morgan Bank Luxembourg S.A. 7
J. P Morgan AG J.P- Morgan International Finance Limited 100.00 Y 18,000(L)
J.P. Morgan AG J.P. Morgan International Finance Limited T
J.P. Morgan Bank Luxembourg S.A.- Stockholm Bankilial JP Morgan Bank Luxembourg S.A. 100.00 Y 2,045,000(L)
J.P. Morgan Bank Luxembourg S.A.- Stockholm Bankilial J.P. Morgan Bank Luxembourg S.A. =
J.P. Morgan Securities LLC J.P Morgan Broker-Dealer Holdings Inc. 100.00 Y 2,885,613(L)
J.P. Morgan Securities LLC J.P. Morgan Broker-Dealer Holdings Inc. T 2,885,613(S)
JPMORGAN ASSET MANAGEMENT (UK) LIMITED JPMORGAN ASSET MANAGEMENT HOLDINGS (UK) LIMITED 100.00 Y 415,000(L)
JPMORGAN ASSET MANAGEMENT (UK) LIMITED JPMORGAN ASSET MANAGEMENT HOLDINGS (UK) LIMITED =
J.P. Morgan nvestment Management Inc. JPMorgan Asset Management Holdings Inc. 100.00 Y 6,070,000(L)
J.P- Morgan Investment Management Inc. JPMorgan Asset Management Holdings Inc. T
J.P. Morgan Bank Luxembourg S.A. - Oslo Branch J.P Morgan Bank Luxembourg S.A. 100.00 Y 76,000(L)
J.P. Morgan Bank Luxembourg S.A. - Oslo Branch J.P. Morgan Bank Luxembourg S.A. =
JPMaorgan Chase Bank, N.A. - Sydney Branch JPMorgan Chase Bank, National Association 100.00 Y 531,000(L)
JPMorgan Chase Bank, N.A. - Sydney Branch JPMorgan Chase Bank, National Association =
J.P. Morgan Bank Luxembourg SA. J.P. Morgan International Finance Limited 100.00 Y 80,000(L)
J.P. Morgan Bank Luxembourg SA. J.P. Morgan International Finance Limited =
JPMorgan Asset Management (Japan) Limited JPMorgan Asset Management (Asia) Inc. 100.00 Y 875,000(L)
JPMorgan Asset Management (Japan) Limited JPMorgan Asset Management (Asia) Inc. =
JPMorgan Chase Bank, N.A. - Hong Kong Branch JPMorgan Chase Bank, National Association 100.00 Y 1.444.000(L)
JPMorgan Chase Bank, N.A. - Hong Kong Branch JPMorgan Chase Bank, National Association a3
JPMorgan Chase Bank, National Association JPMorgan Chase & Co. 100.00 Y 99,982,927()
JPMorgan Chase Bank, National Association JPMorgan Chase & Co. =
JPMorgan Asset Management (Asia Pacific) Limited JPMorgan Asset Management (Asia) Inc. 99.99 Y 62,185,000(L)
JPMorgan Asset Management (Asia Pacific) Limited JPMorgan Asset Management (Asia) Inc. =
J.P MORGAN SECURITIES PLC J.P. MORGAN CAPITAL HOLDINGS LIMITED 100.00 Y 31,753.401(L)
J.P. MORGAN SECURITIES PLC J.P MORGAN CAPITAL HOLDINGS LIMITED = 16,620,242(S)
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Direct interest

Name of controlled corporation Name of controlling person % control (Y/N)  Number of shares
EEHEG

RREENER BEALHER BHES % (/%) 11

J.P. Morgan (Suisse) SA J.P. Morgan International Finance Limited 100.00 Y 1,428,000(L)

J.P- Morgan (Suisse) SA J.P. Morgan International Finance Limited =

JPMorgan Asset Management (Asia) Inc. JPMorgan Asset Management Holdings Inc. 100.00 N 89,313,000(L)

JPMorgan Asset Management (Asia) Inc. JPMorgan Asset Management Holdings Inc. &

JPMorgan Asset Management Holdings Inc. JPMorgan Chase Holdings LLC 100.00 N 95,798,000(L)

JPMorgan Asset Management Holdings Inc. JPMorgan Chase Holdings LLC &

JPMorgan Chase Holdings LLC JPMorgan Chase & Co. 100.00 N 98,683,613(L)

JPMorgan Chase Holdings LLC JPMorgan Chase & Co. & 2,885,613(S)

J.P. Morgan Bank Luxembourg S.A. J.P- Morgan International Finance Limited 100.00 N 2,499,000(L)

J.P. Morgan Bank Luxembourg S.A. J.P. Morgan International Finance Limited &

J.P. Morgan International Finance Limited JPMorgan Chase Bank, National Association 100.00 N 35,778, 401(L)

J.P. Morgan International Finance Limited JPMorgan Chase Bank, National Association & 16,620,242(S)

JPMaorgan Chase Bank, National Association JPMorgan Chase & Co. 100.00 N 37,753,401(1)

JPMorgan Chase Bank, National Association JPMorgan Chase & Co. & 16,620,242(5)

J.P. Morgan Broker-Dealer Holdings Inc. JPMorgan Chase Holdings LLC 100.00 N 2,885,613(L)

J.P. Morgan Broker-Dealer Holdings Inc. JPMorgan Chase Holdings LLC & 2,885,613(S)

JPMORGAN ASSET MANAGEMENT HOLDINGS (UK) LIMITED JPMORGAN ASSET MANAGEMENT INTERNATIONAL LIMITED 100.00 N 415,000(L)

JPMORGAN ASSET MANAGEMENT HOLDINGS (UK) LIMITED JPMORGAN ASSET MANAGEMENT INTERNATIONAL LIMITED &

JPMORGAN ASSET MANAGEMENT INTERNATIONAL LIMITED JPMorgan Asset Management Holdings Inc. 100.00 N 415,000(L)

JPMORGAN ASSET MANAGEMENT INTERNATIONAL LIMITED JPMorgan Asset Management Holdings Inc. &

J.P. MORGAN CAPITAL HOLDINGS LIMITED J.P- Morgan International Finance Limited 100.00 N 31,753 401(L)

J.P. MORGAN CAPITAL HOLDINGS LIMITED J.P Morgan International Finance Limited & 16,620,242(S)

details of JPMorgan Chase & Co.’s derivatives interests are as follows: AR (b)

° Listed derivatives — Cash settled: 203,000(S)

° Unlisted derivatives — Cash settled: 26,150,000(L) and 3,116,269(S)

JPMorgan Chase & Co. 2 fT4 MEZMFHBENT ¢

LT — T EBRE 5203,000)

FEEMOTER -4 E B £ R26,150,000(L)% &

3,116,269(5)
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According to the disclosure of interests forms filed by JD Oriental Investment 4.
Limited, Max Smart Limited, JD.com, Inc., JD.com Investment Limited and Liu
Qiangdong Richard on 26 May 2015, Max Smart Limited, JD.com, Inc., JD.com
Investment Limited and Liu Qiangdong Richard were deemed to be interested in the
shares of the Company as follows:

WE-Z—HER A —+758JD Oriental Investment Limited * Max
Smart Limited + JD.com, Inc. * JD.com Investment Limited 22238 5 4 5=
TEZRAGIRE + Max Smart Limited + JD.com, Inc. » JD.com Investment
Limited B2IR R E ERZR OB RES - T -

Direct interest

Name of controlled corporation Name of controlling Person % control (Y/N)  Number of shares
EE#ER

REENER BEALHER BHES% (/&) i1

Max Smart Limited Liu Qiangdong Richard 100.00 N 268,526,000 (1)

Max Smart Limited EIES 5

JD.com, Inc. Max Smart Limited and Fortung Rising Holdings Limited 82.80 N 288,526,000 (L)

JD.com, Inc. Max Smart Limited and Fortune Rising Holdings Limited E

JD.com Investment Limited JD.com, Inc. 100.00 N 288,526,000 (L)

JD.com Investment Limited JD.com, Inc. i

JD Oriental Investment Limited JD.com Investment Limited 100.00 Y 268,526,000 (L)

JD Oriental Investment Limited JD.com Investment Limited =
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5.

According to the disclosure of interests form filed by BlackRock, Inc. on 24
December 2019:

(@)

BlackRock, Inc. was deemed to be interested in the shares of the Company

as follows:

5.

BB =T —NF+ = A=/ BBlackRock, Inc. B B A EE K
&

(a)

BlackRock, Inc. 4 & fERZ IR D A 12 - 10T ¢

Direct interest

Name of controlled corporation Name of controlling person % control (Y/N)  Number of shares
EEHER
RREENAR BEALHER BHEsE (/%) .1
Trident Merger, LLC BlackRock, Inc. 100.00 N 3,138,000(L)
Trident Merger, LLC BlackRock, Inc. &
BlackRock Investment Management, LLC Trident Merger, LLC 100.00 Y 3,138,000(L)
BlackRock Investment Management, LLC Trident Merger, LLC i
BlackRock Holdco 2, Inc. BlackRock, Inc. 100.00 N 182,605,505(L)
BlackRock Holdco 2, Inc. BlackRock, Inc. i 10,166,000(5)
BlackRock Financial Management, Inc. BlackRock Holdco 2, Inc. 100.00 N 179,406,505(L)
BlackRock Financial Management, Inc. BlackRock Holdco 2, Inc. i 10,166,000(5)
BlackRock Financial Management, Inc. BlackRock Holdco 2, Inc. 100.00 Y 3,199,000(L)
BlackRock Financial Management, Inc. BlackRock Holdco 2, Inc. i
BlackRock Holdco 4, LLC BlackRock Financial Management, Inc. 100.00 N 71,425,000(L)
BlackRock Holdco 4, LLC BlackRock Financial Management, Inc. i 5,329,000(S)
BlackRock Holdco 6, LLC BlackRock Holdco 4, LLC 90.00 N 71,425,000(L)
BlackRock Holdco 6, LLC BlackRock Holdco 4, LLC S 5,329,000(S)
BlackRock Delaware Holdings Inc. BlackRock Holdco 6, LLC 100.00 N 71,425,000(L)
BlackRock Delaware Holdings Inc. BlackRock Holdco 6, LLC & 5,329,000(S)
BlackRock Institutional Trust Company, National Association BlackRock Delaware Holdings Inc. 100.00 Y 26,916,000(L)
BlackRock Institutional Trust Company, National Association BlackRock Delaware Holdings Inc. T 5,329,000()
BlackRock Fund Advisors BlackRock Delaware Holdings Inc. 100.00 Y 44.509,000(L)
BlackRock Fund Advisors BlackRock Delaware Holdings Inc. 3
BlackRock Capital Holdings, Inc. BlackRock Financial Management, Inc. 100.00 N 42,231,000(L)
BlackRock Capital Holdings, Inc. BlackRock Financial Management, Inc. & 4,570,000(5)
BlackRock Advisors, LLC BlackRock Capital Holdings, Inc. 100.00 Y 42,231,000(1)
BlackRock Advisors, LLC BlackRock Capital Holdings, Inc. = 4,570,000(S)
BlackRock International Holdings, Inc. BlackRock Financial Management, Inc. 100.00 N 65,750,505(L)
BlackRock International Holdings, Inc. BlackRock Financial Management, Inc. i 267,000(5)
BR Jersey International Holdings L.P. BlackRock International Holdings, Inc. 86.00 N 65,750,505(L)
BR Jersey International Holdings L.P. BlackRock International Holdings, Inc. & 267,000(S)
BlackRock Lux Finco Sarl. BlackRock HK Holdco Limited 100.00 N 7,953,968(L)
BlackRock Lux Finco S, BlackRock HK Holdco Limited i
BlackRock Japan Holdings GK BlackRock Lux Finco S.4 . 100.00 N 7,953,968(L)
BlackRock Japan Holdings GK BlackRock Lux Finco Sa . &
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Direct interest

Name of controlled corporation Name of controlling person % control (Y/N)  Number of shares
EE#ES

REEENAR BEATHER BHEAE (/%) B&

BlackRock Japan Co., Ltd. BlackRock Japan Holdings GK 100.00 Y 7,953,968(L)

BlackRock Japan Co., Ltd. BlackRock Japan Holdings GK T

BlackRock Holdco 3, LLC BR Jersey International Holdings L.P. 100.00 N 55,286,398(L)

BlackRock Holdco 3, LLC BR Jersey International Holdings L.P. & 267,000(S)

BlackRock Canada Holdings LP BlackRock Holdco 3, LLC 99.90 N 861,000(L)

BlackRock Canada Holdings LP BlackRock Holdco 3, LLC &

BlackRock Canada Holdings ULC BlackRock Canada Holdings LP 100.00 N 861,000(L)

BlackRock Canada Holdings ULC BlackRock Canada Holdings LP T

BlackRock Asset Management Canada Limited BlackRock Canada Holdings ULC 100.00 Y 861,000(L)

BlackRock Asset Management Canada Limited BlackRock Canada Holdings ULC &

BlackRock Australia Holdco Pty. Lid. BR Jersey International Holdings L.P. 100.00 N 983,400(L)

BlackRock Australia Holdco Pty. Ltd. BR Jersey International Holdings L.P. &

BlackRock Investment Management (Australia) Limited BlackRock Australia Holdco Pty. Ltd. 100.00 Y 983,400(L)

BlackRock Investment Management (Australia) Limited BlackRock Australia Holdco Pty. Lid. R

BlackRock (Singapore) Holdco Pte. Ltd. BR Jersey International Holdings L.P. 100.00 N 9,480,707(L)

BlackRock (Singapore) Holdco Pte. Ltd. BR Jersey International Holdings L.P. i

BlackRock HK Holdco Limited BlackRock (Singapore) Holdco Pte. Lid. 100.00 N 9,480.707(L)

BlackRock HK Holdco Limited BlackRock (Singapore) Holdco Pte. Ltd. &

BlackRock Asset Management North Asia Limited BlackRock HK Holdco Limited 100.00 Y 1,526,739(L)

BlackRock Asset Management North Asia Limited BlackRock HK Holdco Limited i

BlackRock Cayman 1LP BlackRock Holdco 3, LLC 100.00 N 54,425,398(L)

BlackRock Cayman 1 LP BlackRock Holdco 3, LLC i 267,000(S)

BlackRock Cayman West Bay Finco Limited BlackRock Cayman 1 LP 100.00 N 54,425,39(L)

BlackRock Cayman West Bay Finco Limited BlackRock Cayman 1 LP S 267,000(5)

BlackRock Cayman West Bay IV Limited BlackRock Cayman West Bay Finco Limited 100.00 N 54,425,398(L)

BlackRock Cayman West Bay IV Limited BlackRock Cayman West Bay Finco Limited % 267,000(5)

BlackRock Group Limited BlackRock Cayman West Bay IV Limited 90.00 N 54,425,398(L)

BlackRock Group Limited BlackRock Cayman West Bay IV Limited E 267,000(5)

BlackRock Finance Europe Limited BlackRock Group Limited 100.00 N 16,516,340(L)

BlackRock Finance Europe Limited BlackRock Group Limited F

BlackRock (Netherlands) B.V. BlackRock Finance Europe Limited 100.00 Y 406,000(L)

BlackRock (Netherlands) B.V. BlackRock Finance Europe Limited =

BlackRock Advisors (UK) Limited BlackRock Finance Europe Limited 100.00 Y 244.000(L)

BlackRock Advisors (UK) Limited BlackRock Finance Europe Limited 2
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(b)

Direct interest

Name of controlled corporation Name of controlling person % control (Y/N)  Number of shares
EE#ER

RREENER BEALHER BHES % (/%) i1

BlackRock International Limited BlackRock Group Limited 100.00 N 4224 203(L)

BlackRock International Limited BlackRock Group Limited 5

BlackRock International Limited BlackRock Group Limited 100.00 \ 256,000(L)

BlackRock International Limited BlackRock Group Limited E

BlackRock Group Limited-Luxembourg Branch BlackRock Group Limited 100.00 N 33,428,855(L)

BlackRock Group Limited-Luxembourg Branch BlackRock Group Limited T 267,000(S)

BlackRock Luxembourg Holdco S.arl. BlackRock Group Limited-Luxembourg Branch 100.00 N 33,428855(L)

BlackRock Luxembourg Holdco S.a r. BlackRock Group Limited-Luxembourg Branch & 267,000(S)

BlackRock Investment Management Ireland Holdings Limited BlackRock Luxembourg Holdco S.a .. 100.00 N 13,229.855(L)

BlackRock Investment Management Ireland Holdings Limited BlackRock Luxembourg Holdco S.ar.. E

BlackRock Asset Management Ireland Limited BlackRock Investment Management Ireland Holdings Limited 100.00 Y 13,229,855(L)

BlackRock Asset Management Ireland Limited BlackRock Investment Management Ireland Holdings Limited 3

BLACKROCK (Luxembourg) S.A. BlackRock Luxembourg Holdco S.a r. 100.00 Y 20,180,000(L)

BLACKROCK (Luxembourg) S.A. BlackRock Luxembourg Holdco S.a r. E 267,000(S)

BlackRock Investment Management (UK) Limited BlackRock Finance Europe Limited 100.00 N 1.371,000()

BlackRock Investment Management (UK) Limited BlackRock Finance Europe Limited &

BlackRock Investment Management (UK) Limited BlackRock Finance Europe Limited 100.00 Y 14,495, 340(L)

BlackRock Investment Management (UK) Limited BlackRock Finance Europe Limited =

BlackRock Fund Managers Limited BlackRock Investment Management (UK) Limited 100.00 Y 1,371,000(1)

BlackRock Fund Managers Limited BlackRock Investment Management (UK) Limited i

BlackRock Life Limited BlackRock International Limited 100.00 Y 4244203(L)

BlackRock Life Limited BlackRock International Limited =

BlackRock UK Holdco Limited BlackRock Luxembourg Holdco S.a r. 100.00 N 19,000(L)

BlackRock UK Holdco Limited BlackRock Luxembourg Holdco S, T

BlackRock Asset Management (Schweiz) AG BlackRock UK Holdco Limited 100.00 Y 19,000(L)

BlackRock Asset Management (Schweiz) AG BlackRock UK Holdco Limited =

details of BlackRock, Inc.’s derivatives interests are as follows:

o Unlisted derivatives — Cash settled: 4,875,000(S)

MR (b)

BlackRock, Inc. 2 074 i BIFFHIBAT

- FLETITER - FERER - 48750009)
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and

7.

54

According to the disclosure of interests form filed by Citigroup Inc. on 28 6.
November 2019:

(a)

Citigroup Inc. was deemed to be interested in the shares of the

Company as follows:

RIE=F—NF+— B =1/\BCitigroup Inc. 3 FE MMEE R :

Direct interest
Name of controlled corporation Name of controlling person % control (Y/N)  Number of shares
HEHES
REEENER BEALTHER BHEsE (/&) B&
Citicorp LLC Citigroup Inc. 100.00 N 165,759, 113(L)
Citicorp LLC Citigroup Inc. Y
Citibank, NA. Citicorp LLC 100.00 Y 165,759,113(L)
Citibank, NA. Citicorp LLC 7
Citigroup Global Markets Holdings Inc. Citigroup Inc. 100.00 N 15,356,908(L)
Citigroup Global Markets Holdings Inc. Citigroup Inc. ) 50,000()
Citigroup Financial Products Inc. Citigroup Global Markets Holdings Inc. 100.00 N 15,356,908(L)
Citigroup Financial Products Inc. Citigroup Global Markets Holdings Inc. & 50,000(S)
Citigroup Global Markets Hong Kong Limited Citigroup Financial Products Inc. 100.00 Y 828,000(L)
Citigroup Global Markets Hong Kong Limited Citigroup Financial Products Inc. T 50,000(5)
Citigroup Global Markets Holdings Bahamas Limited Citigroup Financial Products Inc. 90.00 N 14528,908(L)
Citigroup Global Markets Holdings Bahamas Limited Citigroup Financial Products Inc. &
Citigroup Global Markets Limited Citigroup Global Markets Holdings Bahamas Limited 100.00 Y 14,528 908(L)
Citigroup Global Markets Limited Citigroup Global Markets Holdings Bahams Limited T
(b)  details of Citigroup Inc.’s derivatives interests are as follows: PAK (b)  Citigroup Inc. 2 HTE B FFEWMT ¢
e Unlisted derivatives — Cash settled: 702,000(L) - FEMITER-FERLA : 702,000(L)
(L) denotes long position, (S) denotes short position and (P) denotes lending pool. 7. (DRTEE - OFRRKE  MEPEREE.
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Public Float

Based on the information that is publicly available to the Company and to the
best knowledge of the Directors, the Company has maintained the prescribed
public float under the Listing Rules during the reporting period and as at the
latest practicable date prior to the issue of the annual report.

Equity-linked Agreement

There was no equity-linked agreement being entered into during the year or
subsisting at the end of the year.

Continuing Connected Transactions

(1) Strategic Cooperation Framework agreement and Product
Promotion Cooperation Framework Agreement hetween
Kingdee China and CloudHub

As the 2018 strategic cooperation framework agreement expired on 31
December 2018 and the transactions contemplated thereunder would
continue to be entered into on a recurring basis, on 1 January 2019,
Kingdee China (a wholly-owned subsidiary of the Company) and
Shenzhen CloudHub Network Co., Ltd.* (“Shenzhen CloudHub”) entered
into: (a) the 2019 Strategic Cooperation Framework Agreement: Shenzhen
CloudHub appoints Kingdee China as a distributor (the “Cloud-Hub
Products Distributorship”); and Shenzhen CloudHub agrees to use the
strengths of its mobile office platform to provide sales support, business
consultation and other services for the sale of Kingdee collaborative
office software in consideration of a service fee payable by Kingdee
China to Shenzhen CloudHub (the “Kingdee Products Sales Support
Services”). The pricing for the transactions under the Cloud-Hub Products
Distributorship and the Kingdee Products Sales Support Services should
be determined by reference to market prices offered to any independent
third party by Shenzhen Cloud-Hub and/or Kingdee China (as the case
may be) for the distribution of similar products and provision of similar
services. The annual cap for the year ended 31 December 2019 approved
by the Board was RMB60,000,000 and the actual transaction amount
was RMB36,959,000; and (b) the 2020 Product Promotion Cooperation
Framework Agreement: Kingdee China agrees to use its channels and
networks to promote the PublicCloud Products of Shenzhen Cloud-Hub
in consideration for a promotion fee payable by Shenzhen CloudHub to
Kingdee China. The annual cap for the year ended 31 December 2019
approved by the Board was RMB30,000,000 and the actual transaction
amount was RMB6,871,000. The term of the two agreements was both one
year from 1 January 2019.
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As both the 2019 strategic cooperation framework agreement and the
2019 product promotion cooperation framework agreement have expired
on 31 December 2019 and the transactions contemplated thereunder shall
continue to be entered into on a recurring basis, on 31 December 2019,
Kingdee China and Shenzhen CloudHub entered into the 2020 strategic
cooperation framework agreement and the 2020 product promotion
cooperation framework agreement, pursuant to which the parties agreed
to continue the existing cooperation as disclosed above with each other
for a term of one year commencing from 31 December 2019. The annual
caps for the year ending 31 December 2020 approved by the Board are
(a) RMB60,000,000 under the 2020 strategic cooperation framework
agreement; and (b) RMB15,000,000 under the 2020 product promotion
cooperation framework agreement.

Please refer to the announcements of the Company dated 10 March 2017,
30 June 2017, 2 January 2018, 2 January 2019, 31 December 2019 and 2
January 2020, respectively, for further details.

2020 Partnership Agreement between Kingdee China and
Kingdee Medical

On 31 December 2019, Kingdee China (a wholly-owned subsidiary of the
Company) and Kingdee Medical Software Technology Co., Ltd.* (“Kingdee
Medical”) entered into the 2020 Partnership Agreement, pursuant to which
Kingdee China agreed to authorise Kingdee Medical to be its sale partner
so that Kingdee Medical can purchase products from Kingdee China
and then distribute those products in the PRC for a term of one year
commencing from 1 January 2020. The annual cap for the year ending 31
December 2020 approved by the Board, which is the maximum aggregate
amount payable by Kingdee Medical to Kingdee China regarding the
distribution of Kingdee China’s products is RMB3,300,000.

Please refer to the announcement of the Company dated 31 December
2019 for further details.
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(4)

Lease Agreements between Kingdee China and Suishou
Technology

Pursuant to a lease agreement dated 1 January 2018 entered into between
Kingdee China (a direct wholly-owned subsidiary of the Company)
and Shenzhen Suishou Technology Co., Ltd. (“Suishou Technology”),
with regard to renting of offices to Suishou Technology for a term
commencing from 1 January 2018 to 31 December 2020. The annual
cap for the continuing connected transactions approved by the Board is
RMB13,420,146 for each of the years ended/ending 31 December 2018,
2019 and 2020.

On 1 January 2019, Kingdee China and Suishou Technology also entered
into another lease agreement (together with the lease agreement dated 1
January 2018 above, the “Lease Agreements”) under which Kingdee China
agreed to lease an additional office to Suishou Technology for a term of
three years commencing from 1 January 2019. The aggregate annual caps
for the continuing connected transactions contemplated under the Lease
Agreements (being the aggregate of the annual rentals and charges) are
RMB14,327,900 for each of the years ended/ending 31 December 2019,
2020 and 2021 as approved by the Board.

The actual rental paid by Suishou Technology to the Kingdee China for the
year ended 31 December 2019 was RMB14,124,000.

Please refer to the announcements of the Company dated 30 June 2017, 2
January 2018 and 2 January 2019 for further details.

Loan Extension Agreements

Reference is made to the announcement dated 28 July 2016 in respect
of, inter alia, the loans in the principal amount of RMB61,679,000 and
RMB104,979,000, respectively advanced to CloudHub and Shanghai Jinyi
Medical Health Software Co., Ltd. (“Shanghai Jinyi Medical”) by Kingdee
China (a wholly-owned subsidiary of the Company), both with a term of
three years from 1 January 2016 to 1 January 2019. On 14 December
2018, Kingdee China entered into the loan extension agreements (the
“Loan Extension Agreements”) with each of CloudHub and Shanghai Jinyi
Medical, respectively, pursuant to which Kingdee China agreed to extend
the maturity date of the outstanding loans of RMB31,679,000 (CloudHub)
and RMB104,979,000 (Shanghai Jinyi Medical) to 31 December 2021 at
an annual interest rate of 5%.

The aggregate annual cap under the Loan Extension Agreements is
RMB143,490,900 for each of the years ending 31 December 2019, 2020
and 2021 (i.e. RMB33,262,950 for CloudHub and RMB110,227,950 for
Shanghai Jinyi Medical).

(3)

(4)
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As at 31 December 2019, there was no outstanding loans under the Loan
Extension Agreements as CloudHub and Shanghai Jinyi Medical had paid off all
the outstanding loans and its interests under the Loan Extension Agreements in
July 2019.

Please refer to the announcements of the Company dated 28 July 2016 and 14
December 2018 for further details.

Pursuant to Rule 14A.55 of the Listing Rules, the Directors (including the
independent non-executive Directors) considered that the terms of the
transactions and their respective annual caps discussed above have been
entered into (i) according to the agreements governing them on terms that are
fair and reasonable, (ii) on normal commercial terms and in the interests of the
Company and shareholders of the Company as a whole, and (iii) in the ordinary
and usual course of business of the Group.

Pursuant to Rule 14A.56 of the Listing Rules, the Board engaged the Company’s
auditor to perform certain agreed-upon procedures in respect of the continuing
connected transactions set out above on a sample basis. The auditor has
reported their factual findings on the selected samples based on the agreed
procedures to the Board and has confirmed that the continuing connected
transactions set out above have complied with the requirements under Rule
14A.56 of the Listing Rules.

The Company has complied with the disclosure requirements of Chapter 14A
of the Listing Rules in respect of the abovementioned connected transactions.
Save as disclosed above, during the year ended 31 December 2019, there were
no other connected transactions or continuing connected transactions of the
Company which require the compliance with any of the reporting, announcement
or independent shareholders’ approval requirements under Chapter 14A of the
Listing Rules.

Related Party Transactions

Details of the related party transactions undertaken in the usual course of
business of the Group for the year ended 31 December 2019 are set out in Note
37 to the consolidated financial statements.

Save as otherwise disclosed in “Continuing Connected Transactions” above,
the related party transactions set out in Note 37 to the consolidated financial
statements did not fall under the definition of “connected transaction” or
“continuing connected transaction” as defined in Chapter 14A of the Listing
Rules.

Competing Interest

None of the Directors or their respective associates (as defined in the Listing
Rules) had an interest in a business, which competes or may compete with the
business of the Group.
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Management Contracts

No management contracts concerning the whole or any substantial part of the
business of the Company were entered into or existed during the Reporting
Period.

Major Customers and Suppliers

The percentages of sales and purchases for the year atributable to the Group’s
major customers and suppliers, respectively, are as follows:

Sales

- the largest customer 0.63%
- the five largest customers in aggregate 2.15%
Purchases

- the largest supplier 14.55%
- the five largest suppliers in aggregate 29.63%

At no time during the year had the Directors, their associates or any shareholder
of the Company (which to the knowledge of the Directors owns more than 5% of
the Company’s issued share capital) had any interest in the major customers or
suppliers set out above.

Indemnity of Directors

A permitted indemnity provision (as defined in Section 469 of the Companies
Ordinance) for the benefit of the Directors is currently in force and was in force
throughout this year.

Compliance with Laws and Regulations

During the year ended 31 December 2019 and up to the date of this report, the
Group has complied with all the relevant laws and regulations in the places
where the Group operates in all material respects.

Environmental, Social and Governance

Details of the Group’s environmental policies and performance as well as the
Group’s relationships with its stakeholders during the reporting period will
be included in the 2019 Environmental, Social and Governance Report to be
published the Company.

Retirement Scheme

Details of the retirement scheme operated by the Group are set out in Note 29 to
the consolidated financial statements.

Auditor

PricewaterhouseCoopers was appointed as the external auditor of the Company
for the year of 2019, and there has been no change in the Company’s auditor
in any of the preceding three years. A resolution for the re-appointment of
PricewaterhouseCoopers as the Company's auditor will be proposed at the
forthcoming AGM.
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Appreciation

On behalf of the Board, | would like to express our sincere thanks to all our
managements and staff for their dedication during the period. Also, | would like
to thank our shareholders for their continuous support.

By order of the Board

Kingdee International Software Group Company Limited
Chairman

Xu Shao Chun

Shenzhen, the People’s Republic of China, 18 March 2020.

This report, for which the Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Listing
Rules for the purpose of giving information with regard to the Company. The
Directors, having made all reasonable enquiries, confirm that to the best of their
knowledge and belief the information contained in this report is accurate and
complete in all material respects and not misleading or deceptive, and there are
no other matters the omission of which would make any statement herein or this
report misleading.
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Corporate Governance Practices

The Group consistently promotes good corporate governance, pursuing the
five principles of ensuring the rights and interests of shareholders, abiding
by the directives of the Board and management, promoting full disclosure and
transparency, ensuring the equal treatment of stakeholders, and strengthening
internal controls and supervision. The Company endeavors to enhance its
enterprise value, ensure the Company’s long-term and stable development
and safeguard the interests of its shareholders. The details of the corporate
governance practices of the Company are set out below.

The Company has applied and complied with all the code provisions of the
Corporate Governance Code (the “Code”) as set out in Appendix 14 to the
Listing Rules throughout the financial year ended 31 December 2019 except for
code provision A.2.1. For details and reasons for the deviation, please refer to
the section headed “Chairman and Chief Executive Officer”.

Board of Directors
I.  The responsibilities of the Board

The Board is the core of corporate governance of the Company. Its major
responsibilities are as follows:

(1) to convene general meetings, report to shareholders and implement
the resolutions of general meetings;

(2) to review and approve the mid- and long-term strategic plans and
management strategies of the Group;

(3) to review and approve critical investment and acquisition projects,
the issuance and repurchase of securities, and other plans
for financings, amalgamation, compensation, recruitment and
dismissals;

(4) to review and approve the Group’s budget plans, profit distribution
plans and loss remedy plans;

(5) to draft amendments to the Articles of Association, and to propose
changes in registered capital;

(6) to approve Directors’ remuneration plans as authorized by
shareholders;

(7) to listen to the working report of the Chief Executive Officer and to
review the work of the Chief Executive Officer; and

(8) to review and approve the Share Award Scheme, the Share Option
Scheme and the Share Incentive Scheme.
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The Board shall empower the senior management of the Group to
implement the decisions of the Board and all members of the senior
management of the Group shall be appointed by the Board. In entrusting
management and administrative functions to the senior management, the
Board provides clear instructions regarding the powers delegated to them,
and prior approval of the Board is required before the senior management
makes any key decisions and commitments on behalf of the Group. The
senior management and the Company Secretary will report to the Board
on updates on legal and regulatory developments, business and market
changes and the strategic development of the Group to facilitate the
performance of the Board's duties. The Board has maintained effective
supervision over the Group’s strategic plans and key policies, management
and assessment of risks, and effective controls over business operations.
The members of the Board and senior management have fully committed
to their roles, ensured that the Group’s development strategies are in line
with the changes in the economy and market, and acted in good faith with
a view to furthering the Shareholders’ long-term interests.

Composition of the Board

As at 31 December 2019, the Board comprised seven members,
including two executive Directors, two non-executive Directors and three
independent non-executive Directors. The Directors during the year ended
31 December 2019 and up to the date of this report were:

EXECUTIVE DIRECTORS

Mr. Xu Shao Chun (Chairman of the Board and Chief Executive Officer)
Mr. Lin Bo (Chief Financial Officer)

NON-EXECUTIVE DIRECTORS

Ms. Dong Ming Zhu
Mr. Shen Yuan Ching (resigned on 18 March 2020)
Mr. Zhou Bo Wen (appointed on 18 March 2020)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Gary Clark Biddle
Mr. Liu Chia Yung
Mr. Cao Yang Feng
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Throughout the reporting period, the number of independent
non-executive Directors exceeds one-third of the Board. The Directors
have professional background in finance, technology and management,
respectively. They have extensive experience and independent views in
their respective areas of expertise so that they can provide professional
advice in respect of the long-term development of the Company. The
biographies of the Directors are set out in the “Directors and Senior
Management” section on page 30 to 34 of this annual report.

The term of appointment of each of the Directors (including non-executive
Directors and independent non-executive Directors) is two years.
According to the Articles of Association, each Director shall retire by
rotation at least once every three years and all the retiring Directors
are eligible for re-glection at the AGM in that year. At the AGM, three
Directors, namely Mr. Lin Bo, Mr. Gary Clark Biddle and Mr. Liu
Chia Yung shall be retired by rotation and be eligible for re-glection.
Additionally, Mr. Zhou Bo Wen who was appointed as a non-executive
Director on 18 March 2020, shall hold office only until the AGM and shall
also be eligible for re-election at the AGM.

None of the Directors who shall be retired and proposed for re-glection
has a service contract with the Company or any of its subsidiaries which
is not determinable within one year without payment of compensation
(other than statutory compensation).

As at the date of this annual report, to the best knowledge of the Board,
save as disclosed in this report there is no financial, business or family
relationship among the members of the Board or the chief executives

Board Meeting/General Meeting

For the year ended 31 December 2019, the Company convened 7 Board
meetings and one AGM. The following table shows the details of the
Directors’ attendance:
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Attendance/Number of Meetings

HEER FHRE

Board Meetings AGM
Directors Ex EEgel BREAFEXY
Executive Directors BiTES
Mr. Xu Shao Chun (Chairman and Chief Executive Officer) %A &F%4 (EF €I FHRERHITE) i 1N
Mr. Lin Bo (Chief Financial Officer) WEEE (BRFHBE) 1 il
Non-executive Directors FRITESR
Ms. Dong Ming Zhu ERKLL 37 0n
Mr. Shen Yuan Ching (resigned on 18 March 2020) RTELE (R-Z-TE=F+/\BEHT) 1 0/1
Independent non-executive Directors BIUEBTES
Mr. Gary Clark Biddle Gary Clark Biddlet & 1 0/1
Mr. Liu Chia Yung FIRELE 1 17
Mr. Cao Yang Feng B E 1 0/
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Directors were given sufficient notice of Board meetings in accordance
with the Listing Rules and the Articles of Association. Directors were
consulted in advance regarding the agenda of Board meetings. Notices
of regular Board meetings were given to all Directors at least 14 days
in advance of the meetings. For all other Board meetings, reasonable
notices were given. The agenda and other relevant, complete and reliable
accompanying materials were sent to the Directors at least three days
before each meeting. Each Director is aware of his/her obligation to
allocate adequate time to deal with the Company'’s affairs.

At the meetings of the Board held during the year ended 31 December
2019, the matters dealt with by the Directors include but not limited to the
following: formulating the overall development strategy of the Company,
considering and approving the Company’s 2018 annual report and the
2019 interim report, approving grant of award shares and discussing other
major matters. The secretary of the Board has recorded the proceedings of
each Board meeting by keeping detailed minutes, including all decisions
made by the Board together with concerns raised and dissenting views
expressed (if any) by the Directors. All minutes are kept by the secretariat
of the Board and any relevant files including the agenda, documents and
minutes are open for any Directors’ inspection.

Continuous professional development of Directors

To fully comply with the requirements of the Code on the continuous
professional development of Directors, the Company has provided all
Directors with documents and information aiming at developing and
refreshing their professional knowledge and skills, together with other
information (including monthly updates) on the development of business,
operation, activities and corporate governance of the Company from
time to time to assist them to fulfill their responsibilities. Each of the
Directors has been provided with induction to ensure that they are fully
aware of the business and operation of the Group, and the responsibilities
and obligations of Directors under the Listing Rules and other rules and
regulations. The Company has organized regular trainings for Directors
regarding their roles, functions and duties to assist them in understanding
their responsibilities under the Listing Rules and other related laws and
regulations through real case study; and to ensure the Directors are timely
and completely informed of the operations of the Company. Pursuant to
the requirements of the Code, all Directors should provide their training
record to the Company. According to the training records provided by the
Directors, the trainings attended by them during the reporting period are
summarized as follows:
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Corporate Governance,
Regulatory Development
and Trainings on

other Relevant Topics

LEER EERRR
Director EF H {48 5 £ BB
Executive Directors BiTES
Mr. Xu Shao Chun (Chairman and Chief Executive Officer) BROERE (BEERIREERITE) v
Mr. Lin Bo (Chief Financial Officer) WEEE (BRIHBE) v
Non-executive Directors FRITES
Ms. Dong Ming Zhu ERRLT 4
Mr. Shen Yuan Ching (resigned on 18 March 2020) BrELE (RZE-TF=F+/\HEFT) v/
Independent non-executive Directors BIAERTESE
Mr. Gary Clark Biddle Gary Clark Biddlest 4 4
Mr. Cao Yang Feng EPgEE 4
Mr. Liu Chia Yung ARERE 4

(2)  When Directors are asked to express their views on the Company’s
connected transactions (if any), incentive schemes, internal controls, etc.,
the Company retains auditors, financial advisers and/or lawyers and other
relevant independent professionals to provide independent professional
advice to assist the Directors in fulfilling their responsibilities.

(3)  With regard to insurance coverage in respect of possible legal actions
against the Directors when performing their duties, the Board had entered
into a “Liability Insurance Contract of Directors, Supervisors and Officers”
with Zurich General Insurance Company (China) Limited.

Board Committees

The Board has set up four specialized committees, namely the audit committee,
the remuneration committee, the nomination committee and the corporate
governance and strategy committee to oversee particular aspects of the
Company’s affairs. The compositions of these committees are set out below. The
meeting procedures of the committees follow the statutory procedures and the
respective Terms of Reference and Modus Operandi.
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Audit Committee

As at 31 December 2019, the audit committee of the Company (the “Audit
Committee”) comprised three independent non-executive Directors, namely Mr.
Gary Clark Biddle (chairman), Mr. Cao Yang Feng and Mr. Liu Chia Yung.

The major roles and functions of the Audit Committee are as follows:

(1)

66

making recommendations to the Board on the appointment,
re-appointment and removal of the external auditor, approving the
remuneration and terms of engagement of the external auditors, and
any questions of resignation or dismissal of the auditors, reviewing and
monitoring the external auditor’s independence, the objectivity and the
effectiveness of the audit process in accordance with applicable standards
and acting as key representative body for overseeing the Company’s
relations with the auditor;

developing and implementing policy on engaging an external auditor to
supply non-audit services, and identifying and making recommendations
on any matters where action or improvement is needed;

meeting with the Company’s auditors at least twice a year to review and to
monitor completeness of the Company’s financial statements and annual
reports and accounts, half-year report and, if prepared for publication,
quarterly reports, and reviewing significant financial reporting judgements
contained in them;

reviewing the management letter to the management issued by the
auditor, any material queries raised by the auditor to management about
the accounting records, financial accounts or systems of control and
management’s response, and ensuring that the Board responds promptly
to the matters raised by the external auditor in the management letter;

considering any significant or unusual items that are, or may need to be,
reflected in the report and accounts;

reviewing the Company’s financial controls, risk management and
internal control systems, the Group’s financial and accounting policies
and practices, and discussing the risk management and internal control
systems with management to ensure that management has performed its
duty to have effective systems;

considering major investigation findings on risk management and internal
control matters;
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(8)  performing the internal audit function by ensuring co-ordination between
the internal and external auditors, and by ensuring that the internal audit
function is adequately resourced and has appropriate standing within the
Company, and to review and monitor its effectiveness;

(9) reporting to the Board on the matters in the provision of the Code; and

(10) reviewing arrangements employees of the Company can use, in
confidence, to raise concerns about possible improprieties in financial
reporting, internal control or other matters.

Please refer to the Terms of Reference and Modus Operandi of the Audit
Committee published on the websites of the Stock Exchange and the Company
for further details on the roles and functions of the Audit Committee.

During the financial year ended 31 December 2019, the Audit Committee held
three meetings, at which the Audit Committee:

(1) reviewed the Company’s annual financial report and internal control report
for the year 2018, and submitted them to the Board for approval;

(2) discussed the Company’s internal control system and reviewed the
Company’s interim financial report of 2019, and submitted it to the Board

for approval;

(3) communicated with the auditor regarding the 2019 annual audit work and
audit plans; and

(4) reviewed the effectiveness of the Group’s risk management and internal
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control systems, including financial, operational and compliance contrals, HADENERER  NHEERS  SENHBERE
with the senior management and the auditors of the Company. IR ER
Details of attendance at the Audit Committee meetings during year ended 31  HE-Z—NF+-_A=-t+—BFEEZZE8ERNFT
December 2019 are set out below: ﬁ%zﬁ\JZZDT :
2019
Attendance/
Number of
Meetings
—E-hE
Audit Committee Members BRESH HEFERE
Mr. Gary Clark Biddle (Chairman) Gary Clark BiddleZt & (£/%) 33
Mr. Cao Yang Feng kS 313
Mr. Liu Chia Yung ARELE 33

The Audit Committee, having reviewed the effectiveness of the Group’s risk
management and internal control systems, was satisfied with the effectiveness
of the Company’s internal audit function.
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Remuneration Committee

As at 31 December 2019, the remuneration committee of the Company (the
“Remuneration Committee”) comprised two independent non-executive
Directors, namely Mr. Liu Chia Yung (Chairman) and Mr. Cao Yang Feng, and
one executive Director, namely Mr. Xu Shao Chun.

The major roles and functions of the Remuneration Committee are as follows:

(1)

68

make recommendations to the Board on the Company’s policy and
structure of remuneration, long-term incentive and performance
management of the Directors and senior management, and on the
establishment of a formal and transparent procedure for developing such
policy and structure, and on the principles and criteria of remuneration
and on long-term incentive modes, implement such policy and review the
same periodically;

as authorized by the Board, draw up proposals for and make
recommendations to the Board on the remuneration of directors, and
salary of individual executive directors and senior management;

review and assess the annual performance of directors and senior
management, and review and approve their remuneration, by reference to
the corporate goals and objectives set up by the Board;

draw up and review proposals for remuneration and make
recommendations to the Board on the adjustment of such remuneration
from time to time, by reference to the Company’s development strategies
and goals approved by the Board and the operating strategies as adjusted
by the Board from time to time;

consider salaries paid by comparable companies, time commitment and
responsibilities and employment conditions elsewhere in the Group;

review and ensure that the appointment and termination terms for the
directors and senior management are fair;

review and approve compensation arrangements (if any) relating to
any loss or termination of their office or appointment, or dismissal or
removal for misconduct to executive directors and senior management to
ensure that they are consistent with contractual terms and are otherwise
reasonable and appropriate; and

ensure that no Director or any of his/her associates is involved in deciding
his/her own remuneration, and that the remuneration of a non-executive
Director who is a member of the Remuneration Committee shall be
determined by the other members of the Remuneration Committee.
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Please refer to the Terms of Reference and Modus Operandi of the Remuneration — HMZEEMEZAEKINEF2BRE R T LA M £
Committee published on the websites of the Stock Exchange and the Company ~ AfRBEEHEEFEER ARG ZE—FHE -

for further details on the principal roles and functions of the Remuneration

Committee.

During the financial year ended 31 December 2019, the Remuneration  HHMZEEREBE_T-—NF+_A=+—RALFEANLR
Committee held two meetings to review the remuneration package of Directors T TR g% BEEFATEESRAREEAS ZHH
and senior management, discuss the grant of awarded shares pursuant to the & &l FwBREAR RO EBTIRLRN  THESS
Company’s share award scheme, and submit proposals to the Board. RXBEZAR

Details of attendance at the Remuneration Committee meetings during year EHE-T—-hE+-_A=+-BEEHFHZE e LE+

ended 31 December 2019 are set out below: BEIIT -
2019
Attendance/
Number of
Meetings
—Z-hE
Remuneration Committee Members BRENSE HEZERRY
Mr. Liu Chia Yung (Chairman) ARERE (£F) 22
Mr. Xu Shao Chun BRI ELE 212
Mr. Cao Yang Feng =SS 212
Nomination Committee REEZRE

As at 31 December 2019, the nomination committee of the Company (the R-Z—-AF+-A=+—80 ARFARELEZE2 ([1ELZ
“Nomination Committee”) comprised of one executive Director, namely Mr. Xu B &) HARF—LHNTEERLERE (XF)  RRLE
Shao Chun (Chairman), and two independent non-executive Directors, namely M IFER{TEEE (D854 BRI B LA -

Mr. Cao Yang Feng and Mr. Liu Chia Yung.
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Board Diversity Policy

The Company has adopted a board diversity policy ( “Board Diversity Policy” )
since August 2013. The policy sets out the approach to achieve diversity in
the Board which will include and make good use of the differences in skills,
experience background and industry experience, gender, knowledge and other
qualities of the members of the Board. These differences will be considered in
determining the optimum composition of the Board and all Board appointments
will be based on merit, having due regard to the overall effective functioning
of the Board as a whole. The Company believes that diversity can strengthen
the performance of the Board, promote effective decision-making and better
corporate governance and monitoring. The Nomination Committee also monitors
the implementation of this policy and reports to the Board on the achievement
of the measurable objectives for achieving diversity under this policy. All Board
appointments are made on a merit basis with due regard for the benefits of
diversity of the Board members. Selection of candidates will be based on a
range of diversity perspectives, including but not limited to gender, age, cultural
and educational background, experience (professional or otherwise), skills and
knowledge. The ultimate decision will be made upon the merits and contribution
that the selected candidates will bring to the Board.

The Nomination Committee has reviewed the Board Diversity Policy this year
and was satisfied that the diversity of the Board was optimal.

Nomination Policy

The nomination policy (the “Nomination Policy”) was adopted by the
Company on 16 March 2012.

The Company embraces high transparency in the Board member selection
process. The Nomination Policy aims to ensure the Board maintains a
balance of skills, experience and diversity of perspectives appropriate to the
requirements of the Company’s business. The Nomination Committee has
been delegated to identify individuals suitably qualified to become Board
members and select or make recommendations to the Board on the selection of
individuals nominated for directorships. The Board is ultimately responsible for
selection and appointment of new Directors.
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The major roles and functions of the Nomination Committee are as follows:

(1)

formulate nomination policy for the identification, selection and
nomination of candidates for the role of Directors for the Board’s
consideration and implement and review the Nomination Policy;

formulate, review and update, as appropriate, the diversity policy for the
Board's approval having due regard to the requirements of the Listing
Rules, review and update the objectives that the Board has set for
implementing such policy, and monitor the progress made;

review the structure, size, composition and the balance of skills,
knowledge, experience, length of service and diversity (including as to
gender and ethnicity) of the Board and other factors which may be relevant
to its effectiveness at least annually;

identify individuals suitably qualified to become Directors, and to select
or make recommendations to the Board on the selection of individuals
nominated for directorships, having due regard to the Board’s diversity
policy and composition profile requirements and ensuring that such
individuals will be considered on merit and against objective criteria and
have the time and ability to contribute to the Board;

make recommendations to the Board with regard to its composition profile
including, where appropriate, preparing a description of the capabilities
required for any particular appointment and on any proposed changes to
the Board to implement the Company’s corporate objectives and strategy;

assess the independence of the independent non-executive Directors
including any conflict which a Director may have with the interests of
the Group and review the independent non-executive Directors’ annual
confirmations on their independence; and make disclosure of its review
results in the corporate governance report in the annual report of the
Company; and

review annually the time commitment required from a Director (especially
independent non-executive Director) to perform his or her responsibilities;
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(8) give full consideration and make recommendations to the Board on the
appointment or reappointment of Directors and succession planning for
Directors and review such plan periodically;

(9) develop the procedures for the performance evaluation of the Board and
the committees of the Board, evaluate the performance of the Nomination
Committee following such procedure and review these terms of reference
to ensure that the Nomination Committee is operating at its maximum
effectiveness;

(10) recommend candidates to the Board to fill vacancies or new positions on
the committees of the Board as necessary or desirable; and

(11) review the feedback in relation to the role and effectiveness of the
committees of the Board arising from the evaluation of the Board and/or
any committees of the Board and make recommendations of any changes.

Please refer to the Terms of Reference and Modus Operandi of the Nomination
Committee published on the websites of the Stock Exchange and the Company
for further details on the roles and functions of the Nomination Committee.

During the financial year ended 31 December 2019, the Nomination Committee
held one meeting, at which the Nomination Committee: reviewed the structure,
size, composition and the balance of skills, knowledge, experience, length of
service and diversity of the Board, reviewed the time commitment required from
a Director (especially independent non-executive Director) to perform his or her
responsibilities, and made recommendations to the Board on the nomination
of the non-executive Director. The criteria of selecting and recommending
candidates for directorship adopted by the Nomination Committee are the
qualifications and skills of talent, coupled with goals and development strategy
of the Company.
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Details of attendance at the Nomination Committee meetings during the year HE-ZT—-hEF+-_A=+HBEEREZEee3HE+
ended 31 December 2019 are set out below: BEEIMT

Year 2019
Attendance/
Number of
Meeting
ZE-hE
Nomination Committee Members BENA HEFRRE
Mr. Xu Shao Chun (Chairman) BOEEE (F) n
Mr. Cao Yang Feng ENREE 7
Mr. Liu Chia Yung ARERE n
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Corporate Governance and Strategy Committee

As at 31 December 2019, the corporate governance and strategy committee of
the Company (the “Strategy Committee”) comprised two executive Directors,
namely Mr. Xu Shao Chun (Chairman) and Mr. Lin Bo, and one non-executive
Director, namely Ms. Dong Ming Zhu.

The main responsibilities of the Strategy Committee set out in the rules of the
Board are as follows:

(1) considering and formulating the mid- and long-term strategies of the
Company;

assessing the effects of the implementation of the Company’s strategies;

making recommendations on critical issues prescribed in the Articles of
Association and other issues requiring approval from the Board, including
those related to investments, financings, etc.; and

(4)  performing the duties in relation to the compliance with code provision
D.3.1 of the Code.

During the year under review, the Strategy Committee had reviewed and
performed the corporate governance duties as mentioned in (1)-(4) above.

Chairman and Chief Executive Officer

During the reporting period, Mr. Xu Shao Chun assumed the roles of both the
Chairman and Chief Executive Officer of the Company which deviated from code
provision A.2.1 of the Code that the roles of Chairman and Chief Executive
Officer should be separate and should not be performed by the same individual.
The Board considers that Mr. Xu Shao Chun, as one of the main founders of
the Group, has abundant knowledge of the IT industry and unique strategic
perspectives. The Board believes that he can lead the Group to formulate
effective strategies and react promptly to market changes. His continual
service in both roles is beneficial to the stable and healthy development of the
Company. However, the Board will review and make appropriate changes when
necessary in order to enhance the level of corporate governance.

Adoption of Code of Conduct Regarding Director’s Securities
Transactions

The Company has adopted a code of conduct (the “Code of Conduct”) regarding
Directors’ securities transactions on terms no less exacting than the required
standard set out in the Model Code for Securities Transactions by Directors
of Listed Issuers of Appendix 10 to the Listing Rules (the “Model Code”). The
Company, having made specific enquiry of all the Directors, confirms that
the Directors have complied with the Code of Conduct and the Model Code
throughout the accounting period covered by this annual report. The Code
of Conduct and the Model Code are also applicable to other specified senior
management of the Company.

EREIREREASY

RIE-NF+-A=+—F0 ARALEXERREBEE
g ([EXEANRBRZEE]) MARAMBRNTESRD
BEL (XF) MARREL k-2 FRTESERRLLA
B o

EESRAMENECREARBBZEGNRENT :
ERRERARA PR ANBRBE
AHE DR BEE B ORITAR |

RARERMENERFEURVALEFEFINSE
BEEHEERR  BRREANRESE R

I~

) BITTRIMEDIETRIRPREIREER -

RAREMAFEER  BRZBERBLETT EX(EW)
BRPPTA D ERIERE -

IRRERROTE

BREHN ARFNEFEIRRERUTEDBRGRLERL
EIRAE - WABTFROEALETARINBEARERERE
FHOEIBRA-ALEENRE - EFERR HIF
FERARAIBEMAZ - HHELENERTENBR
BRRE e EARRNER BB R E 5 E
bR RE - AREELNENRNARRABTRRER -
BEZEENRITERIRBEEFERFHESEE N
HESHERKF -

RMERESETRSXAHRETA

ARAIERMEBESREESF L LT AREFETESRR
SMIRTH ([TATA)  TRATANRETER LHR
AR SR ArE 2 IR RI ([RESTR ) FTRERIRE © [
MEZERELREENR  ARARAESTRAFEREMH
BEMNEHHHLCETRRTATIREETA - 1R
AIRBEFRITERARFA AR EMETSRERAS -

TE-NEER SRERB4KEERAT 73



=] o E

OVERNANCE REPORT

EEERRE

The details relating to the securities of the Company held by the Directors are
set out in the section headed “Directors’ and Chief Executive’s Interests or Short
Positions in the Shares, Underlying Shares or Debentures” of the “Report of
Directors” on pages 43 to 45 of this annual report.

Internal Control and Risk Management

1.

74

Risk Management and Internal Control Governance Framework

The Company has an internal audit function that is used to safeguard the
Group’s establishment and maintenance of an appropriate and effective
system for risk management and internal control, which is a system
designed to manage rather than eliminate the risk of failure to achieve
business objectives, and can only provide reasonable and not absolute
assurance against material misstatement or loss.

The Board is responsible for the said system for risk management and
internal control and reviewing its effectiveness. The Board reviews the
Company’s risk management and internal control system annually and
will take necessary and appropriate measures to maintain such system
and control the effect of risk management for the purpose of safeguarding
shareholders’ investments and the Company’s assets.

The management has specially established an internal audit department,
which is responsible for supervising and auditing the Company’s risk
management, internal control system and business operation and using
internal audit procedures to conduct independent assessment. At the same
time, business organization and functional operation departments identify,
assess and handle the risks in their charge according to their duties and
carry out risk management procedures and internal control measures
within their respective business and functional operation scope, and the
management reports to the Board.

Risk Management
Risk Management Procedure

The Company has designed its major risk management steps, including
risk identification, risk assessment, risk response and risk control and
reporting:

e Risk identification: The Audit Committee reviews the effect of the
Group’s internal control each year and will urge all the business
units and functional departments to identify the internal and external
risks that may exist in the course of operation;

e Risk assessment: All the business units and functional departments

assess the possibility of occurrence of identified risks and the extent
of their impact and screen out major risks;
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2.2

2.3

e  Risk response: The risk responsibility department properly uses
risk avoidance, reduction, sharing or tolerance to draw up a risk
response scheme according to identified major risks and the Group’s
risk tolerance, so that the Group can reasonably allocate resources
for risk response and reduce its overall risk level to an acceptable
level;

e Risk control and reporting: The Group’s risks are controlled and
reported through comprehensive use of risk pre-warning indicators,
internal audit and regular risk summarization reports.

Internal Control

The Company has designed an internal control system according
to the Group’s business management features and has established
an internal audit department that is responsible for internal control,
conducts risk-oriented internal control evaluation with respect to daily
fund management, financial report management, purchase and asset
management, business operation and collection flow on an annual
basis and to follow up the completion of any rectification discovered in
internal control on a regular basis. The management has reviewed and
assessed the effectiveness of the Group’s system for risk management and
internal control and such review includes financial monitoring, operation
monitoring, compliance control and other major monitoring and risk
management functions.

Response to Major Risks

During the year ended 31 December 2019, the Group audited and
assessed the Company’s annual risk according to the enterprise’s risk
management framework and finalized measures for major risk response
and control to prevent or appease the possibility of occurrence of any
major risk to the Company.

The Company has steadily developed its operational business in the past
year. Due to the fierce market competition of the industry, the Company’s
market competition in terms of key customers and cloud services may
be intensified and customers may continue to change their preference
and have a higher expectation of cloud services; marketing costs of the
Company’s cloud service are high and the launch of new business is
faced with inherent market risks; at the same time, as the Company’s
brand influence is enhanced, its intellectual property rights are infringed
more frequently and infringers conceal or destroy tort evidence so that
it becomes more difficult for the Company to safeguard its intellectual
property rights and a certain financial loss may be caused to the
Company.

2.2

2.3

o  REREY: RREEHAHDIAINERRR
FRKERBARE ZECRARRDE &
& DEIAZETENCAREETR © AR
FRERERREREHER ERENEEE

BREBETHERE

o RERERERE: HANARREEER  AX
B THRERASRSSYA  SRERRE
TEEEERE -

PERE I

ARABAARERBERRG Rt TABEER
B YRIUANEFFARENBEZTHE  SFHYAE
BREHE MHHREEE RKE AEER XBEE
RYGURRFET T URBRABANAEHE - LEH
BENEERNBELTAEN - EEERH  FRTA
SERBEERAREERGNERY  ZEHEER

EUBEE  BEERRAAENSIZERRERE
I
EXRREY

FEEE-T-NERECREREEER - HORE
BEEETRREGRE - LHTEARREY &
TRE  WIRERARREREBE LN

AAREBRE-FREFHEITRERE - MR
TETSHRIVAHI AEEREPETEBKAA
MmEHF ARG ERRFTHEL BEXH
REEENZER  ARHERBMEREKIRAR
® HEBRLGFEEANTSEAR - REEEARF
mEFENER  RANBEEIIRETRESZ R
BARARE  BREEFESH BNTRRMH
EREREE  RSRATER-ENEERER

TE-NEER SKRERBGKEERAT 75



EEERRE

76

In order to respond to possible operational risks and guarantee the
healthy and sustained development of operational business, the
Company has formed a cloud service development framework based
on mutually synergetic development by optimizing and adjusting its
strategic organization, has allocated a lot of resources to research and
develop new technologies and enhance product value, has encouraged its
employees to conduct constant product innovation and optimize customer
experience, has improved the ecological chain of customer service and
has committed to creating a very competitive cloud platform. In order to
reduce the marketing risk of new business, the Company has established
a major marketing review procedure to strictly review marketing schemes,
reasonably control promotional costs and budget, conduct internal control
over promotional effect and decrease the operational risk caused by
marketing. To strengthen the protection of its intellectual property rights,
the Company has enhanced the entire staff's consciousness of such
protection through legal advocacy and training, has further reinforced the
market monitoring for the protection of intellectual property rights and has
preserved and notarized tort evidence to prevent its intellectual property
rights from being infringed.

Since January 2020, the new strain of Coronavirus (2019-nCoV) has
spread over the Country, National Health Commission of PRC classify
the new strain of virus as second-level infectious diseases and will take
first-level prevention and control measures. In the face of these significant
risks, the company took appropriate and reasonable measures to early
warning, monitor and prevent the risks, including formulating epidemic
prevention and control mechanism, completely cooperating with the
Government, informing and training employees, disinfecting workplaces
and public areas, collecting employees’ information related to the outbreak
epidemic, strictly complying with National and local government’s relevant
instructions and notices.

During the period of the epidemic, the company are continuing doing
its business by the ways of mobile officing, video broadcast training by
invited experts, video/voice conference, online purchase, management
and service platform management and cloud management and services,
continuing to offer efficient and innovative solutions to help more
enterprises to solve management, financial management, personnel
management and industrial transformation problems, rather than being
stagnated in course of the epidemic striking.
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Inside Information and connected transaction

With respect to the procedure and internal control measures for handling
and disclosing inside information, the Company understands its liabilities
under the Listing Rules and the SFO and the major principle that any
inside information must be announced on a timely basis. The Company
has formed comprehensive and proper procedures for internal processing
and announcement of information and comprehensive and proper internal
control measures according to the Guidelines on Disclosure of Inside
Information as promulgated by the Securities and Futures Commission, so
as to disclose relevant information to its shareholders and the regulator in
a timely, accurate and appropriate manner.

The Company is committed to strengthening the internal promotion and
education of its internal control relating to connected transactions and
the development of a proper internal control system. The Company has
published the Management Requirements for Regulating the Disclosure
of the Information on the Group’s Connected Transactions and has
established a standard management system for the internal control relating
to connected transactions in a multi-level and comprehensive manner
through pre-transaction reporting, information disclosure, sustained
monitoring of transactions and regular exchange meetings as well as
mutual cooperation of the Company’s departments.

During the year ended 31 December 2019, the Board, after reviewing the
effectiveness of the Company’s risk management and internal control
system, considered that such internal control system was adequate and
effective, and the Company had complied with the code provisions relating
to internal control under the Code and had not discovered any material
matter that may affect the Group’s financial, operational and compliance
control and risk management functions.
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Investor Relations

The Company is committed to maintaining good relations with investors. The
Company has set up a specialized department with staff to attend to investor
relations affairs. The Company actively participates in various investor forums
physically or via conference calls, provides investors with the information
necessary for them to form their views on the Company’s performance and
reports investors’ feedback to management in a timely manner in order to
improve operations and corporate governance of the Company. To promote
transparency, the Company has announced its operating performance to
shareholders and other stakeholders. These disclosures include: (1) publishing
interim and annual reports; (2) making press releases; (3) meeting regularly
with investors; (4) publishing analysts’ reports on the Company; and (5)
conducting market consultations.

The Company firmly believes that increased transparency in the capital market
will improve corporate governance and will be beneficial to the long-term
development of the Company. The Company welcomes suggestions from
investors and shareholders in relation to the development of the Company to the
Company’s investor relations team via email or telephone.

Shareholders’ Rights

The shareholders’ rights are set out in the Articles of Association. Pursuant to
Article 72 of the Articles of Association, general meetings shall be convened on
the written requisition of any two or more members of the Company deposited
at the principal office of the Company in Hong Kong or, in the event the
Company ceases to have such a principal office, the registered office specifying
the objects of the meetings and signed by the requisitionists, provided that
such requisitionists hold as at the date of deposit of the requisition not less
than one-tenth of the paid up capital of the Company which carries the right of
voting at general meetings of the Company.

If the Board does not within 21 days from the date of deposit of the requisition
proceed duly to convene the meeting to be held within a further 21 days, the
requisitionist(s) themselves or any of them representing more than one-half of
the total voting rights, may convene the general meeting in the same manner,
as nearly as possible, as that in which meetings may be convened by the Board
provided that any meeting so convened shall not be held after the expiration
of three months from the date of deposit of the requisition, and all reasonable
expenses incurred by the requisitionist(s) in convening the meeting as a result
of the failure of the Board to convene the meeting shall be reimbursed to them
by the Company.
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CWRPURATET:}OVERNANCE REPORT
EEERRE

Any inquiry is welcome to be presented to the Board by shareholders and any
proposal relating to the business, strategy and management of the Company
is welcome to be presented at general meeting for review and discussion.
Shareholders’ inquiries and relevant proposals to the Board can be submitted
in written form to the Company Secretary, and will be dealt with by the Chief
Executive Officer or the chairman of the relevant board committees or other
senior management members.

The contact information of the Company Secretary is as follows:

9/F, York House, The Landmark, 15 Queen’s Road, Central, Hong Kong
Fax: (852) 2845 9292

Email: Simonsiu@sfks.com.hk

During the year ended 31 December 2019, the Company held the AGM on 15
May 2019. All shareholders were given at least 21 days’ (and 20 business days’)
notice for such AGM. The chairman of the Board, executive Directors and the
auditor attended such annual general meeting to communicate with shareholders
and answer questions from shareholders.

Pursuant to the Listing Rules, all resolutions of the general meetings should
be voted on by poll on the basis that one vote is attached to one share (except
where the chairman, in good faith, decides to allow a resolution which relates
purely to a procedural or administrative matter to be voted on by a show of
hands), and the poll results would be published on the websites of the Stock
Exchange (www.hkexnews.hk) and the Company (www.kingdee.com).

Amendments to the Articles of Association

During the reporting period, no amendment had been made to the Articles of
Association.

External Auditor

PricewaterhouseCoopers was appointed as the external auditor of the Company
for the year of 2019, and there has been no change in the Company’s auditor
in any of the preceding three years. During the year ended 31 December 2019
PricewaterhouseCoopers provided audit and non-audit services to the Company,
the remuneration paid/payable to PricewaterhouseCoopers was RMB3,400,000
for audit service, RMB3,230,000 for non-audit services which included financial
due diligence services and group strategic consulting service. A resolution for
re-appointment of PricewaterhouseCoopers as the auditor of the Company will
be proposed at the forthcoming AGM.
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The Board is responsible for ensuring the appropriate preparation of accounts,
and the accuracy, fairness and comprehensiveness of the financial statements of
the Company. The statement by the auditor about their reporting responsibilities
is set out in the “Independent Auditor's Report” section on pages 81 to 88 of
this annual report.

Company Secretary

The Company engages an external service provider to provide company
secretary services, and Mr. Siu Man Ho, Simon being the main contact person
of the external service provider, has been appointed as the Company Secretary.
The Company Secretary may contact Ms. Yi Wei, the Board secretary of the
Company pursuant to code provision F.1.1 of the Code.

Improving Corporate Governance

The Company will continue to regularly review its corporate governance
measures and practices to ensure that they are on par with the corporate
governance standards of international corporations and in light of the changing
regulatory requirements and investors’ needs. This will also help in the long
term to continuously develop the Company, and enhance its corporate value.

Appreciation

The Board would like to express its sincere appreciation to its shareholders,
customers, suppliers and bankers for their continued support to the Group. The
Board also wishes to thank the Group’s management and staff for achieving
remarkable progress in the Group’s business and their dedication and
commitment to improving the Group’s management.

On behalf of the Board

KINGDEE INTERNATIONAL SOFTWARE GROUP COMPANY LIMITED
Chairman

Xu Shao Chun

Shenzhen, the People’s Republic of China, 18 March 2020
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF

KINGDEE INTERNATIONAL SOFTWARE GROUP COMPANY LIMITED
(Incorporated in the Cayman Islands with limited liability)

Opinion
What we have audited

The consolidated financial statements of Kingdee International Software Group
Company Limited (the “Company”) and its subsidiaries (the “Group”) set out on
pages 89 to 204, which comprise:

e the consolidated statement of financial position as at 31 December 2019;
e the consolidated income statement for the year then ended;

e the consolidated statement of comprehensive income for the year then
ended;

e the consolidated statement of changes in equity for the year then ended;
e the consolidated cash flow statement for the year then ended; and

e the notes to the consolidated financial statements, which include a
summary of significant accounting policies.

Our opinion

In our opinion, the consolidated financial statements give a true and fair view of
the consolidated financial position of the Group as at 31 December 2019, and
of its consolidated financial performance and its consolidated cash flows for the
year then ended in accordance with International Financial Reporting Standards
(“IFRSs”) and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.
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Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing
(“ISAs”). Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements
section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our opinion.

Independence

We are independent of the Group in accordance with the International Ethics
Standards Board for Accountants” Code of Ethics for Professional Accountants
(“IESBA Code”), and we have fulfilled our other ethical responsibilities in
accordance with the I[ESBA Code.

Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were

of most significance in our audit of the consolidated financial statements of
the current period. These matters were addressed in the context of our audit of
the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

Key audit matters identified in our audit are summarised as follows:

e Recognition of software implementation revenue

e Valuation of the fair value of investment properties

e |mpairment assessment of goodwill
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BAZBE®RE

Key audit matter

How our audit addressed the key audit matter

HEEHER

EFHhMAENRREHER

Recognition of software implementation revenue

Refer to Note 4.1(b) and Note 26 to
the consolidated financial statements.

Revenue from software implementation
contracts recognised for the year
ended 31 December 2019 amounted to
RMB488,476,000 which represented
approximately 15% of total revenue.

Revenue of software implementation
contract is recognised over the period
of the contract by reference to the
progress of work performed and
acknowledged by the customers. The
corresponding implementation costs
are recognised as incurred under cost
of sales.

We focus on this area due to
the significance of software
implementation revenue to the
consolidated financial statements
and the significant judgments and
estimates made by management in
determining the progress of work
performed.

We have performed the following procedures to
address this key audit matter:

Understood, evaluated and tested the key controls
over revenue and cost recognition of software
implementation contracts.

Selected some contracts, on a sample basis, to
perform the following audit procedures:

(i)

(i)

Examined the terms and conditions of the
contracts and checked the accuracy of
contract price and relevant work progress of
software implementation contract recorded by
management;

Agreed the progress of work performed
recorded by management to the position set
out in the progress reports acknowledged by
the customers;

Obtained confirmations from selected
customers in respect of the progress of the
implementation as stipulated in the contracts
and compared such to the progress reports
used by the management in estimating the
progress of work performed; and

Checked the mathematical accuracy of the
calculations of the progress of work performed
and the revenue recognised based on that.

We found the significant judgments and estimates
applied in determining the progress of work performed
were supported by the evidence we obtained.
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BAZBERE

Key Audit Matter

How our audit addressed the it Matter

REEHER

EFHhMAENRREHER

Valuation of the fair value of investment properties

Refer to Note 4.1(a) and Note 10 to We have performed the following procedures to
address this key audit matter:

the consolidated financial statements.

The Group's investment properties
were measured at fair value of
RMB1,856,200,000 as at 31
December 2019, which represented
approximately 22% of total assets.
There was a fair value gain of
RMB39,994,000 recorded in the
consolidated income statement, which
represented approximately 10% of
profit before income tax for the year.

The Group's investment property
portfolio comprised completed
properties in Mainland China.

Fair value of investment properties
are determined by management
based on the valuations performed
by independent professional valuer
primarily using the income approach.
The relevant key assumptions include
term yields, reversionary yields and
fair market rents.

All the relevant key assumptions are
influenced by the prevailing market
conditions and the characteristics of
the Group’s properties including but
not limited to location and property
Size.

We focus on this area due to the
significance of investment properties
to the consolidated financial
statements and the relevant key
assumptions applied in the valuation
involving significant judgments and
estimates.

(i)

(i)

Assessed the competency, capabilities and
objectivity of the external valuer engaged by
the Group.

Obtained the valuation report of the investment
properties and engaged our in-house valuation
experts to perform the following procedures:

assess the appropriateness of the
valuation method applied; and

assess the reasonableness of the key
assumptions applied in the valuations,
including term yields, reversionary
yields and fair market rents, by
comparing them to our internally
developed benchmarks, which are
based on our recent experience and
market research in the locations and
segments of the Group’s investment
properties.

We found the key assumptions applied in the
valuation were supported by the evidence we

obtained.
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BAZBE®RE

Key Audit Matter How our audit addressed the it Matter REENEER EFHPMAEHRRENER
Impairment assessment of goodwill 8 (E AT 1

Refer to Note 4.1(d) and Note 9 to the We have performed the following procedures to 2R &M B BBREN T BRMEHITUTEHET - bE
consolidated financial statements. ~address this key audit mater: 4.1(d) B 9 © HE—HRNSTER

As at 31 December 2019, the Group ()  Assessed the appropriateness of the Group's  #E-ZT—-HAE+-A= () BEEENSHEENR

had goodwill of RMB181,245,000
which was arisen from the acquisition
of Shanghai Guanyi Cloud computing
Software Co., Ltd. (“Guanyi”).
Impairment charge of RMB31,187,000
was recognised for the year ended 31
December 2019.

Management engaged an independent
valuer to assist them in carrying out
the goodwill impairment assessment.
For the purpose of assessing
impairment, the Group considered
that Guanyi is a separate group of
cash-generated-units (the “Guanyi
CGU") and the goodwill is allocated
to the Guanyi CGU. Management
assessed the impairment of goodwill
by determining the recoverable
amount of the Guanyi CGU which
was assessed based on value-in-
use calculations using cash flow
forecasts based on the financial
budgets approved by management.
The goodwill impairment assessment
involves significant judgements and
estimates which include the adoption
of appropriate valuation method and
the use of key assumptions (mainly
revenue growth rate and earnings
before interest, taxes, depreciation
and amortisation (“EBITDA") margin
during the forecast period, terminal
growth rate and pre-tax discount rate).

We focus on this area due to that
the goodwill impairment assessment
involves significant judgements and
estimates.

identification of cash-generated-units and
allocation of goodwill based on Group’s
accounting policy and our understanding of
the Group’s business;

(i) Assessed the competency, capabilities and
objectivity of the external valuer engaged by
the Group;

(iii) ~ Obtained the valuation report of goodwill
impairment and engaged our in-house
valuation experts to assess the appropriateness
of valuation method adopted by management
and the reasonableness of pre-tax discount
rate used by management;

(iv)  Challenged and assessed the reasonableness
of the key assumptions used in the assessment
with the involvement of our in-house valuation
experts. For revenue growth rate and EBITDA
margin during the forecast period, we
compared them with the relevant historical data
and the approved financial budgets of Guanyi;
for terminal growth rate, we assessed it with
reference to the long-term expected inflation
rate based on our independent research;

(v)  Performed a retrospective review by comparing
the prior year's cash flow forecasts with the
current year's results to assess the reliability
and historical accuracy of management's
forecasting process;

(vi)  Evaluated the reasonableness of sensitivity
analysis performed by the Group on the key
assumptions to understand the impact of
reasonable changes in assumptions on the
estimated recoverable amount; and

(vii)  Checked the mathematical accuracy of the

calculations of the goodwill impairment

assessment.

We found the significant judgements and estimates
applied in the goodwill impairment assessment were
supported by the evidence we obtained.
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BAZBERE

Other Information

The directors of the Company are responsible for the other information. The
other information comprises all of the information included in the annual
report other than the consolidated financial statements and our auditor’s report
thereon.

Our opinion on the consolidated financial statements does not cover the other
information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We
have nothing to report in this regard.

Responsibilities of Directors and Audit Committee for the
Consolidated Financial Statements

The directors of the Company are responsible for the preparation of the
consolidated financial statements that give a true and fair view in accordance
with IFRSs and the disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the directors determine is necessary
to enable the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are responsible
for assessing the Group’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis
of accounting unless the directors either intend to liquidate the Group or to
cease operations, or have no realistic alternative but to do so.

The Audit Committee is responsible for overseeing the Group's financial
reporting process.
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~ INDEPENDENT AUDITOR’S REPORT
BAZBE®RE

Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. We report our opinion solely to you, as a body, and for
no other purpose. We do not assume responsibility towards or accept liability
to any other person for the c