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CORPORATE INTRODUCTION
DB

Kingdee International Software Group Company Limited (“Kingdee International”) was established in 1993. It is listed on the
Main Board of the Hong Kong Stock Exchange (stock code: 268.HK) and head quartered in Shenzhen, the PRC. Adhering to the
core values of “Acting in all Conscience, with Integrity and Righteousness”, the Company is committed to serving enterprises and
strives to provide them with the most trust worthy services platform. As a leading enterprise Cloud services provider in China,
Kingdee International has commanded the largest share in the ERP sector for fast-growing enterprises for 13 consecutive years
and grasped the biggest share in enterprise-grade SaaS Cloud services industry. With its strengths in management Software
and Cloud services, it provides services and products to more than 6.8 million enterprises, government agencies and other
organizations around the world.
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CORPORATE INFORMATION
LATFEH

EXECUTIVE DIRECTORS

Mr. Xu Shao Chun, Chairman of the Board and CEQ
Mr. Lin Bo, CFO

NON-EXECUTIVE DIRECTORS

Ms. Dong Ming Zhu
Mr. Shen Yuan Ching

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Gary Clark Biddle
Mr. Cao Yang Feng
Mr. Liu Chia Yung

COMPANY SECRETARY
Mr. Chow Chan Lum

AUDIT COMMITTEE OF THE BOARD

Mr. Gary Clark, Biddle (Chairman)
Mr. Cao Yang Feng
Mr. Liu Chia Yung

AUTHORIZED REPRESENTATIVES
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PricewaterhouseCoopers
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LEGAL COUNSEL

Hong Kong:

CFN Lawyers in association with Broad & Bright
27/F, Neich Tower
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Wan Chai, Hong Kong

Cayman Islands:
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Central, Hong Kong
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PRC:

China Merchants Bank
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Hong Kong:
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CORPORATE INFORMATION
RAEHR

REGISTERED OFFICE

P.0. Box 309
Ugland House
Grand Cayman
KY1-1104
Cayman Islands

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS IN THE PRC

Kingdee Software Park

No.2 Kejinan 12 Road

South District

Hi-Tech Industrial Park
Nanshan District

Shenzhen Guangdong Province
The PRC

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

1902 China Evergrande Centre
38 Gloucester Road

Wanchai

Hong Kong

COMPANY WEBSITE
www.kingdee.com

PRINCIPAL SHARE REGISTRAR
SMP Partners (Cayman) Limited,

3rd F1.Royal Bank House,

24 Shedden Road,

George Town,

PO Box 1586,

Grand Cayman KY1-1110,

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
17th Floor, Hopewell Centre

183 Queen’s Road East

Hong Kong

PUBLIC RELATIONS

PRChina Limited

17F, Yat Chau Building

262 Des Voeux Road Central
Hong Kong

MAIN BOARD STOCK CODE
268

HEfREE

P.0. Box 309
Ugland House
Grand Cayman
KY1-1104
Cayman Islands
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FINANCIAL HIGHLIGHTS

2017 2016 2015
RMB’000 RMB’000 RMB'000
AR®TT ARETT AREFT
Turnover EER 2,303,458 1,862,207 1,516,773
Profit attributable to owners of the Company ~ ANARIERIEE AE(E & F 310,004 288,230 105,766
Dividends per share SR E HKD3#%#40.016 HKD/& & - HKD A& ¥ -
Earnings per share FREF
- basic - . RMBA E#:0.1104 RMBA R #0.0998 RMBA K #0.0382
— diluted -1 RMBA B #0.1075 RMBA R #0.0974 RMBA X #£0.0360
Earnings Per Share - Basic Return on Equity
sSkEH - &F BRENGE
RMB %
ARETT B
0.1104
0.0998

0.0501

2013 2014 2015
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FINANCIAL HIGHLIGHTS
MBEE

Turnover
Exa
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1602125 4 546517 1516,773

2013 2014 2015 2016 2017

Profit Attributable to Owners of the Company
FORRSRAEARGERT

RMB'000

ARETFTT

310,004

V%
i

i

2013 2014 2015 2016 2017

197,048

126,400

105,766

Operating Profit
#E2N

RMB'000
ARETT

i
|

2013 2014 2015 2016 2017

341,434
299,918

248,900

238,569

Net cash generated from operating activities
SEZDEENRES

RMB'000
ARETT

823,690

o [N
1

N

556,440

415,144

2013 2014 2015 2016 2017
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FIVE YEAR FINANCIAL SUMMARY

AFEEFRBE
Year ended 31 December
2017 2016 2015 2014 2013
2+t —T—RF —T-hF —IET-WmFE =—T—=F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETTE ARETT ARETRT ARETRT ARETR
Revenues EE 2,303,458 1,862,207 1,516,773 1,546,517 1,602,125
Gross profit EA 1,876,484 1,514,246 1,226,617 1,275,830 1,205,889
Profit before income tax R AEE A& 378,420 209,275 279,697 225,833 136,579
Profit for the year FEAEF 323,612 215,220 217,438 200,348 119,407
Assets BE
Non-current assets ERBEE 3,268,476 3,020,595 2,429,498 2,290,106 2,347,786
Current assets REEE 3,533,582 2,956,719 3,073,959 2,103,062 1,580,015
Total assets BEE 6,802,058 5,977,314 5,503,457 4,393,168 3,927,801
Equity and liabilities ERRAR
Equity attributable to the Company's ~ AA Bl#Ezs 1A AJEIG
Owners BARKEE 3,995,341 3,475,810 3,217,069 1,988,972 1,750,412
Non-controlling interests DBRE RS 47,739 60,356 29,649 9,246 4,466
Total equity Py ] 4,043,080 3,536,166 3,246,718 1,998,218 1,754,878
Non-current liabilities B EIN=Er 1,354,101 1,518,414 1,338,024 1,365,589 1,221,007
Current liabilities TEaE 1,404,877 922,734 918,715 1,029,361 951,916
Total liabilities Baff 2,158,978 2,441148 2,256,739 2,394,950 2,172,923
Total equity and liabilities BERKER 6,802,058 5,977,314 5,503,457 4,393,168 3,927,801
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CHAIRMAN’S STATEMENT
EFREE

Xu Shao Chun Chairman of the Board
®wOE EEEIE

e of “acting conscientiously+", we are very confident of
sector and being No.1 in the market.

BELDEBRFERERGEMEWA - £

Underpinned by the “Internet Plus” strategy and the Group’s €
achieving of retaining our leading position in enterprise Cloud'§e

A [EBMB.] - [HEH+) MEEANAE 21
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CHAIRMAN’S STATEMENT
EFEHRE

2017 marked a year of significant progress in Kingdee’s transition towards Cloud
services. During the period, the Group recorded 23.7% year-on-year revenue growth,
While sustaining steady growth of its management software business, the Company
achieved robust growth in the Cloud business with its revenue surging 66.7% from a
year ago and accounted for 24.7% of the Group’s total revenue. Kingdee has made great
strides towards its strategic goal of Cloud transition, and helped more enterprises to
become digitized.

Over the past year, Kingdee received widespread recognition from the market and
customers. According to a research by IDC, Kingdee ranked first in five categories in
China’'s SaaS Cloud services and application software markets for growth enterprises,
including the top position for enterprise SaaS services, SaaS ERP, SaaS financial
applications and mobile office services. Kingdee became the first domestic software
vendor to overtake international rivals in terms of the market share in China’s enterprise
Saa$ sector.

During the reporting period, Kingdee Cloud maintained rapid growth, with its revenue
surging 87.7% from the previous year. Kingdee Cloud launched its Al financial
assistant and maintained its leadership in intelligent finance, intelligent manufacturing,
omni-channel marketing and Amoeba management system to meet the needs of different
customers. Kingdee Cloud signed contracts with a number of well-known and large-scale
enterprises such as Huawei Consumer Business Group and Yunnan Baiyao Group. While
further solidifying its competitive advantages, Kingdee Cloud generates stable cash
inflow to the Group in the long term.

During the period, the Group’s Cloud services achieved rapid growth and continued
to lead in different sectors. As Kingdee Jingdou Cloud reinforced its mobile-based
operation and distribution network, it launched the Jingdou Cloud app and saw paying
users growth of 75% from a year ago. Meanwhile, Guanyi Cloud further integrated with
Kingdee Cloud products to reinforce its one-stop financial solutions as well as integrated
online and offline solutions, thus enabling Guanyi Cloud to continue to provide highly
organized, stable and reliable Cloud services to E-commerce operators. On 11th
November 2017 alone, Guanyi Cloud handled 1/6 of Tmall’s total transaction value on
that day. At the same time, the newly-launched CloudHub was further integrated with the
Group’s Cloud products, including Kingdee Cloud, Jingdou Cloud and Guanyi Cloud,
thereby possessing distinct competitive advantages and maintaining the leading position
in China’s mobile office market for medium and large-sized enterprises.

While its Cloud business experienced phenomenal growth, Kingdee achieved steady
growth in EAS, the management software business for medium and large-sized
enterprises. Its competitiveness in the high-end market substantially improved with
total contract value growing 26.4% from the previous year. During the period, Kingdee
EAS renewed contracts with large and very large enterprises such as China Merchants
Group and China Travel Services (HK). Moreover, it signed agreements with a number
of new customers, such as China National QOil and Gas Exploration and Development
Corporation, Hailiang Group, Jointown Pharmaceutical Group and Xiwang Group. While
Kingdee EAS further enhanced its core solutions, including Shared Financial Resources
Management, s-HR Human Resources, Intelligent Manufacturing, it helped enterprises to
implement digital transformation and internal data sharing.
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CHAIRMAN’S STATEMENT
EFEHRE

Outlook

2018 marks the 25th anniversary of the founding of Kingdee. While standing at a new
starting point of its development, the Group will make “serving customers innovatively
and wholeheartedly” as its mission. Underpinned by the “Internet Plus” strategy and the
Group’s core value of “acting conscientiously +”, Kingdee is committed to develop to
be the most trustworthy service platform for enterprises. We are convinced that Cloud
services are the future of Kingdee, while Kingdee Cloud has been developing as a new
management model. In addition to making relentless efforts to drive the development of
the Cloud business, the Group will persistently enhance the ecosystem of its enterprise
Cloud services. We are very confident in retaining our leading position in enterprise
Cloud service sector and being No.1 in the market.

Appreciation

On behalf of the board of directors, | would like to take this opportunity to express
my heartfelt gratitude to our clients, shareholders and investors for their trust and
support which drives Kingdee to forge ahead. | would also like to express my sincere
appreciation to entire staff for their dedication to the Group’s innovation.

3
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MANAGEMENT DISCUSSION AND ANALYSIS
THE WA

(1) Key Financial Information

10

The Group recorded 23.7% year-on-year revenue growth in 2017, representing
the highest growth rate for six years. Moreover, it maintained its leadership in
the China enterprise Cloud services market with the revenue from this segment
surging 66.7% year-on-year, and gained a well-deserved reputation for its leading
position. The Group’s management software business maintained steady growth
and recorded revenue growth of 14.1% from a year ago.

Revenue

For the year ended 31 December 2017, the Group recorded total revenue of
RMB2,303,458,000, representing a year-on-year growth of 23.7% (2016:
RMB1,862,207,000). Revenue from the management software business amounted
to RMB1,735,265,000 (2016: RMB1,521,383,000), up 14.1% year-on-year.
Revenue from the Cloud services operation soared 66.7% year-on-year to
RMB568,193,000 (2016: RMB340,824,000).

Cash Flow

The Group’s operating performance continued to improve due to the Cloud
business model, as reflected in its cash flow. For the year ended 31 December
2017, net cash inflow generated from operating activities reached RMB823,690,000
(2016: RMB612,093,000), representing an increase of 34.6% year-on-year.

Gross Profit

During the reporting period, the Group recorded gross profit of RMB1,876,484,000
(2016: RMB1,514,246,000), up approximately 23.9% from a year ago. Its gross
profit margin for the reporting period reached approximately 81.5% (2016:
approximately 81.3%).

Operating Profit

For the year ended 31 December 2017, the Group recorded operating profit of
RMB420,759,000 (2016: RMB248,900,000), representing a 69.0% year-on-year
growth. Its operating profit margin reached approximately 18.3% (2016:
approximately 13.4%), mainly due to greater economies of scale and higher
revenue contribution from Cloud services.

Profit

For the year ended 31 December 2017, profit attributable to the owners of the
Company amounted to RMB310,004,000 (2016: RMB288,230,000, which included
a one-off disposal gain of RMB138,785,000). Net profit attributable to owners
of the company margin was approximately 13.5% (2016: approximately 15.5%).
Basic earnings per share was RMB11.04 cents (2016: RMB9.98 cents).

Kingdee International Software Group Company Limited  Annual Report 2017
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWED T

(2) Report on Business Sub-segments

U]

Underpinned by enterprises’ growing need to be more digitized and the Chinese
government’s strategy to promote a digital economy, the Group invested in
Cloud computing, Artificial Intelligence (“Al"), Blockchain, Big Data, Internet
of Things (“loT”) as the new drivers for innovation. The company positioned
itself for strategic opportunities arising from Cloud services and accelerated the
Cloud transition by reinforcing development of Cloud services and enhancing the
ecosystem of this operation.

According to a report released by IDC, an authoritative and independent global
market intelligence firm, Kingdee ranked first in five categories in China’s SaaS
Cloud services and application software markets for growth enterprises, including
the top position for enterprise SaaS services, SaaS ERP and SaaS financial
applications.

Medium and Large-sized Enterprises Market (Project and
consultancy-based business)

During the reporting period, the Group aggressively expanded Cloud services and
management software business for medium and large-sized enterprises through its
subsidiary Kingdee Software (China) Co., Ltd. remarkable achievements were made
in product upgrades and market development among medium and large-sized
enterprises. This segment became a major growth engine of the Group. During the
reporting period, revenue from the project and consultancy-based business grew
by 21.1% year-on-year to RMB1,750,263,000.

Kingdee Cloud strengthened its distinct competitive advantages and
recorded revenue growth of 87.7% year-on-year

Kingdee Cloud delivered strong results in the reporting period. Its revenue
surged 87.7% vyear-on-year to RMB393,459,000 and accounted for 17.1% of
the Group’s total revenue. The number of its customers increased by more than
120% year-on-year and the customer retention rate stayed above 90%. During
the reporting period, Kingdee Cloud focused on the concept of “unmanned
accounting tool to help everyone handle their finances” and launch its own Al
financial assistant. The product not only incorporates traditional robotic process
automation (“RPA”) functions, but also integrates the latest Al technologies
such as computing, cognitive computing, and self-learning capability to achieve
technological breakthroughs in various areas, including conversational language
(natural language processing (“NLP”) for natural semantic understanding and
expression) and visual recognition (face recognition and receipt recognition).
User experience was thus substantially enhanced. Kingdee Cloud achieved
breakthroughs in distributed computing technology for multi-tenancy as its Cloud
clusters were able to handle 50,000 concurrent connections at the same time, thus
enabling it to support the high-availability concurrent applications for large and
very large enterprises.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWED
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The Group maintained its leadership in intelligent finance, intelligent
manufacturing, omni-channel marketing and Amoeba management system. It
helped Huawei's Consumer Business Group to redevelop a customer-centric retail
chain, HBIS New Material to redevelop a new customer-to-manufacturing (“C2M”)
model based on the “Intelligent Manufacturing + Individual-Objective Combination”
concept, and Bliss Cake to connect with 172 satellite sites for delivering on
the “Bliss Promise” (delivery of freshly-baked cakes on the same day of order
placement). It also helped various model enterprises including SHUA, Yunnan
Baiyao Group, Sichuan Tuopai Shede Wine, Susino Umbrella, Guangzhou Shangpin
Home Collection and HaiNan Chunguang Foodstuff to transition to the Cloud. After
the reporting period, Kingdee Cloud also signed a strategic cooperation agreement
with Huawei Cloud. This marked another major strategic cooperation in the area of
“IAAS + PAAS” for Kingdee Cloud, after its partnership with Amazon Web Services
(AWS) that led to the accelerated development of its enterprise Cloud services.
Kingdee Cloud services are delivered on the basis of annual subscription fees and
generates stable long-term cash flow for the Group.

The Group’s competitiveness in the high-end market substantially
improved with steady growth in the management software business

During the reporting period, Kingdee EAS, the Group’s management software
business for medium and large-sized enterprises, maintained stable growth, with
total contract value of EAS growing 26.4% from a year ago. It renewed contracts
with large and very large enterprises such as China Merchants Group and China
Travel Services (HK), helping them to implement digital transition and internal
data sharing. While Kingdee further enhanced its core EAS applications, various
new products were launched. New products include Shared Financial Resources
Management Version 3.0, s-HR Human Resources, Digital Marketing, Intelligent
Manufacturing based on the “Made in China 2025” strategy, and an Al financial
assistant. Moreover, it signed agreements with a number of new customers, such
as China National Qil and Gas Exploration and Development Corporation, Hailiang
Group, Jointown Pharmaceutical Group and Xiwang Group. Based on the “Cloud
+ Terminal” model, Kingdee EAS made persistent efforts to drive innovations
in its technology and applications. Meanwhile, many large customers, such
as Xinjiang Tianrun Dairy, Chongqing Tianyou Diary, Mulinsen Group, Fujian
Anjoy Foods, Shenghua Group and Jinmailong became the customers of mobile
marketing enterprise SaaS Cloud services. It is noteworthy that with the support
of these services, Kingdee Internet Financial Services Co., Ltd. helped Xinjiang
Tianrun Dairy to achieve breakthroughs in supply chain financing services for its
distributors and implement “production on demand”. Furthermore, Tianrun Dairy’s
distributors were able to utilize their financial resources more effectively and
rapidly expanded their retail stores and their market shares at supermarkets.

As to its international operation, the Group closely followed the Belt and Road
Initiative and the government’s policy to encourage domestic enterprises to expand
overseas. As its business in the Asia-Pacific region rapidly grew, the Group signed
contracts with Jebson, CITIC Telecom and Bank of China Group Investment Ltd.

Kingdee International Software Group Company Limited  Annual Report 2017
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWED T

(I1) Micro and Small-sized Enterprises Market (Product-based husiness) (2) PELETE (ERETERHEES)

During the reporting period, Kingdee Deeking Cloud Computing Co., Ltd., a
subsidiary of the Group, further enhanced its Cloud services and management
software business for micro and small-sized enterprises. Through efficient
integration of the functionalities of its various products, it provided better user
experience to micro and small-sized enterprises and helped them to implement
the digital transition. As a result, the Group’s products were widely recognized
by the market and customers. During the reporting period, revenue from the
business mainly driven by product-based offerings grew 27.4% year-on-year to
RMB493,048,000.

Jingdou Cloud helped micro and small-sized enterprises to carry out
real time online operations; the benefits of its mobile-hased strategy
showing results

During the reporting period, Jingdou Cloud strengthened its mobile-based services
for micro and small-sized enterprises. Thanks to the launch of its innovative mobile
app and successful marketing strategy, the number of paying users grew 75% from
a year ago. The Jingdou Cloud app incorporates financial, procurement, sales and
inventory management, as well as mobile office services for micro and small-sized
enterprises. It is the first one-stop business management platform in China that
enables micro and small-sized enterprises to implement real-time online operation
and management, which significantly enhances their operating efficiency and
external coordination. They can thus carry out their business at ease. Underpinned
by the rapid growth of its distribution channels, Jingdou Cloud maintained its
retention rate of above 70%. The ecosystem of Jingdou Cloud's services for micro
and small-sized enterprises has been gradually created.

Guanyi Cloud and Kingdee Cloud were further integrated to strengthen
the Group’s integrated online and offline solutions

During the reporting period, Guanyi Cloud handled over 1.1 billion orders, helping
more than 100,000 shops to handle transactions worth nearly RMB200 billion.
This system gave strong support to JD.com’s online shopping festival on 18
June and Tmall's online shopping festival on 11 November by delivering highly
organized, stable and reliable Cloud services to E-commerce operators. On 11th
November 2017 alone, Guanyi Cloud helped customers handle over 215 million
orders, up 62% year-on-year. The total amount of these transactions exceeded
RMB45.6 billion, accounting for 1/6 of Tmall’s total transaction value on that day.
This highlighted Kingdee's leading position in E-commerce Cloud services sector.
Meanwhile, Guanyi Cloud and Kingdee Cloud were further integrated, thus enabling
the Group to reinforce its one-stop financial solutions as well as integrated online
and offline solutions. Many well-known brands, such as Foxconn and Zhongke
Ziyuan, became customers.

REHN  FEEETERESEHEARD
Al FHEE M ENERBNE RS
% ARRATRELER  E—FHERP
BR BN MEXERBFEL X
GREFPRA - BEHN  ERTEXHER
Yr A #493,048,0007T - [RILLIE&27.4% o

AAERE DAL REFRLES  BHIRG
BB

BERA - BIEE—FME ) HEEESR
B AppRBIFT B M E D HBERE - &
ERIENERPRLIE RS o 5L EApp
BIFTREA T/ MR  ERFRENBEY
WARY  ZERERMMEE-WABEHE
BEEYE EU/IVMOFERLLEETEN
ERNES  BERACENEEIEMINGD G
Fl BATRBHENLE - XENEAED
HREAEMNEENER  BEXBERSHE
0% £ - BIENMICEERB RS FH
TR

ERZHSREERRERMS  RLBT—ME
trREERE

REHN EHEZRRBITERASHNE
B XEBRIZRKEN0ETARE - 2
BREBXEHHEBBIER - BN EH
ERARRK6I RALNEESHARHRESE
i REZXERBAHRE  BETENERE
R% - EZEEENER2 BT EEHLE
B FHER62% - AHRHMKRHAG6EA
RE  RERAHRERRIE D2~ BN
PHERERBE R - AE - E5T
HeGREERRERA  WBEB-BLER
TR BREGT-RBIEBRANREBTE R
BRLZAEME  LOELE - ARERE -

T HEER SRERE4REERAT 13



MANAGEMENT DISCUSSION AND ANALYSIS

EEENWED T
3. Management software business for micro and small-sized enterprises

(m

14

maintained steady growth

During the reporting period, the Group's management software business for
micro and small-sized enterprises maintained steady growth, with revenue from
this segment growing 20.7% year-on-year. This business was named one of the
“Top 100 Brands in Shenzhen’s Software Industry by Revenue” and was granted
the intellectual property management system certification for its R&D, sales and
procurement of management software for micro and small-sized enterprises.

Innovations and Investment Business (Innovation Business)

During the reporting period, the Group recorded revenue of RMB60,147,000
from the continuing operations of its innovation business, representing a 99.0%
year-on-year growth.

CloudHub further introduced new ways of business operations and
retained leadership in China’s mobile office market for medium and
large-sized enterprises

During the reporting period, the Group launched CloudHub Version 9, which
incorporates various new functions including personalized platform, intelligent
approval system and “smart worksheet” (¥R3£5575). In addition to Kingdee’s
traditional management software, it can also be integrated with the Group’s other
Cloud products, thereby possessing significant product differentiation. According
to IDC, CloudHub maintained the No.1 position in China's mobile office market for
medium and large-sized enterprises in terms of market share for second year.

Kingdee Tianyan continued to focus on the business for
government-owned enterprises and the government sector

During the reporting period, Kingdee Tianyan undertook a major demonstration
project under the National 863 Program, which was approved and accepted by the
Ministry of Science and Technology. Moreover, it once again received the National
High-tech Enterprise certification. Remarkable breakthroughs were made in the
business in the government sector and central government-owned enterprises. It
became the sole supplier of safe and controllable middleware for China Everbright
Bank for the next 3 years, and completed the delivery of Guiyang Financial
Bureau’s Big Data monitoring project. Furthermore, it signed contracts with a
number of customers such as the National Development and Reform Commission,
the Ministry of Agriculture, the Ministry of Industry and Information Technology
and Shenzhen Municipal Government.
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MANAGEMENT DISCUSSION AND ANALYSIS
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3. Mobhile strategy for Automobile Cloud services was fully implemented

@)

During the reporting period, Kingdee Vehicle Network Technology Co., Ltd.
(“Cargeer”) took advantage of the new “Mobile Internet + Integrated Services”
model to fully implement its mobile strategy. Currently, Cargeer covers 47% of the
top 100 auto-dealers in China. After the launch of the “Fast Repair Cloud Services”
in the first half of 2017, it introduced the “Dealer Cloud Services” in the second
half so as to aggressively expand in automotive after-sale services and explore
the small-scale car dealer market. Underpinned by its Cloud products, Cargeer's
revenue for the year surged 95.4% from the previous year.

Fintech drove the growth of real economy

During the reporting period, Kingdee Internet Financial Services Co., Ltd.
(“Kingdee Financial”) actively responded to the government’s call for “the
supply-side structural reform and the financial sector to better serve the real
economy”. It developed a proprietary Big Data credit evaluation platform known as
Jingwei Cloud and released its first Cloud-based supply chain financial product
known as “Kingdee Credit Payment”. Targeting the downstream operations of
hundreds of its core customers, “Kingdee Credit Payment” helped micro, small
and medium-sized enterprises to overcome their difficulties of obtaining affordable
funding through highly efficient Cloud services.

Organization and Talent Retention

During the reporting period, the Group adhered to the core values of “acting
with conscience, integrity and righteousness” and continued to implement the
human resources strategy of “motivating, introducing and nurturing talents”.
It strengthened organizational capabilities to support the implementation of
Cloud strategy and recruited more high-end Cloud talents. The identification
and development of high-potential talents was listed as a top priority for the
management in the year. The Group increased the incentives to innovate. As a
result, nearly 100 innovations were achieved during the reporting period, which
effectively supported the Group’s innovation and implementation of its Cloud
strategy. Moreover, it provided greater incentives to talents by issuing restricted
shares of the Company to select individuals. Through the intrapreneurship and
resources sharing programs, the Group forged itself into an organization of
common destiny for its staff rather than merely an organization of common interest.
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Social Responsibility

During the reporting period, the Group’s founder teamed up with Professor Chen
Chunhua from the National School of Development at Peking University to host
the “50+ Forum on Chinese Management Models” (“C50+ Forum”) after making
consistent efforts to explore the Chinese management models over the past
decade. Moreover, the Group set up an internal non-profit organization known as
the “Research Institute of Chinese Management Models” to drive improvement in
the Chinese enterprises’ management, thereby promoting the Chinese management
model around the world. Meanwhile, it continued to support various charitable
activities and made donations to the China Siyuan Foundation for Alleviating
Student Poverty in Earthquake-stricken Ya'an City, Sichuan Province. The Group
also announced that it would donate 0.1% of the revenue from Kingdee Cloud in
the coming two years to support the charitable project “Teach for China”. While
leveraging its strengths in Cloud technology and resources to promote elementary
education in the areas suffered from inadequate educational resources, Kingdee
participated in the CEIBS-Noah Di Shui Quan Project to alleviate the financial
pressure of young professionals around the world. This project is aimed to help
the most creative group in China and Europe to realize their dreams and promote
the improvement of management standards.

Future Outlook

Cloud is Kingdee's future as Kingdee Cloud is evolving to towards a new
management model. While making persistent efforts to drive the development
of Cloud business, the Group will continuously enhance the ecosystem of its
enterprise Cloud services. Kingdee will continue to make strategic investments in
innovative enterprises following its investment in companies such as Perceptin, a
startup in the Silicon Valley, and FXiaoKe, the leading CRM provider in China, to
enhance solution offerings for customers’ digital transition, thereby creating greater
value for customers.

2018 marks the 25th anniversary of the founding of Kingdee. While standing at
a new starting point of its development, the Group will never forget its original
aspirations and will make “serving customers innovatively and wholeheartedly” as
its new mission. With an aim to develop Kingdee into the most trustworthy service
platform for enterprises, every member of the Group will strive for excellence.
Remaining steadfast in its aspirations, the Group will grow stronger and bigger.
Underpinned by the “Internet Plus” strategy and the Group’s core value of “acting
conscientiously +", we are very confident of achieving of retaining our leading
position in enterprise Cloud service sector and being No.1 in the market.
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DIRECTORS AND SENIOR MANAGEMENT
EFRERERE

DIRECTORS
Executive Directors

Xu Shao Chun (%2> %), aged 55, founder of the Group, Chairman of the Board. Mr.
Xu has been awarded the Government Special Expert Allowance by the State Council.
Mr. Xu graduated from Southeast University in Computer Science and obtained Master
of Accounting from Institute of Ministry of Finance and the Executive Master of Business
Administration (EMBA) from China Europe International Business School. At present,
Mr. Xu is a member of the Ninth Central Committee of China Democratic National
Construction Association, Director of China Siyuan Foundation for Poverty Alleviation,
Vice President of China Software Industry Association and a member of the Accounting
and Information Technology Commission of the Ministry of Finance. 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 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 Qutstanding 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”
and “Shenzhen Science and Technology Innovation Mayor’s Award”.

Lin Bo (#JK), aged 45, an Executive Director of the Group. Mr. Lin obtained a
bachelor's degree of Computer Science from University of Xiamen. He is currently the
Chief Financial Officer and Vice President of the Company. After joining the Company
in 1997, Mr. Lin has served as the General Manager of the Company in Fujian Province
Region, the General Manager of Operation Management Department and the Director of
Strategic Development Department of the Group. Mr. Lin has extensive experience in
strategic planning, marketing management and financial management.

Non-executive Directors

Dong Ming Zhu (85 Zk), aged 63, a Non-executive Director of the Group. Ms. Dong
obtained a Master Degree of Business Administration from Zhongnan University of
Economics and Law. She is now the chairman of the board of Gree Electric Appliances,
Inc. of Zhuhai Co., Ltd. Ms. Dong had been awarded the “National May Day Labor Prize”,
and had been elected as a Member of the 10th and 11th National People’s Congress,
a Member of the Standing Committee of the China National Democratic Construction
Association and a Member of the 10th 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 dedicated to creating local Chinese brands and was
granted the “Innovation Award of CCTV’s China’s Economic Figures of the Year 2010”.
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DIRECTORS AND SENIOR MANAGEMENT
EERGHREERE

Mr. Shen Yuan Ching (B2 JTEE), aged 53, a Non-executive Director of the Group
(appointed on 13 March 2018), obtained a Master's Degree in Computer Science from the
University of California. Mr. Shen is the president of JD Cloud. Mr. Shen formerly held
various senior positions at Microsoft, including chairman of the Microsoft Asia-Pacific
Technology Company, COO of the Microsoft Asia-Pacific R&D Group and general
manager of Microsoft Cloud and Enterprise China. Mr. Shen is an independent director
of Insigma Technology Co., and also a non-executive director of Inspur International
Limited.

Independent non-executive Directors

Gary Clark Biddle (H Ed#&), aged 66, an Independent Non-executive Director of the
Group. Mr. Biddle is the Accounting Chair and PCCW Chair Professor at the University
of Hong Kong. He received his MBA and PhD degrees at University of Chicago and has
served as professor at University of Chicago, University of Washington and Dean of the
Faculty of Business and Economics at the University of Hong Kong and Associate Dean
of the School of Business and Management of Hong Kong University of Science and
Technology, where he was 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 leading business schools globally, including Columbia University Business School
(USA), London Business School (UK), IMD (Switzerland) and CEIBS (China). Mr. Biddle
is a member of the American Accounting Association, American Institute of Certified
Public Accountants, Hong Kong Business and Professionals Federation, Hong Kong
Institute of Certified Public Accountants, Hong Kong Institute of Directors and he is the
past 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 EVAR. Mr.
Biddle is also an independent non-executive director of Shui On Land Limited (Stock
Code: 272), a company listed on the Stock Exchange and a remuneration committee
member at closely-held Chinachem Group.
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DIRECTORS AND SENIOR MANAGEMENT
EERGHREERE

Cao Yang Feng (Z{M$&), aged 45, an Independent Non-executive Director of the
Group (appointed on 13 March 2018). Mr. Cao is the director of Institute of Global
Entrepreneurship & Innovation (Hong Kong) and the management practice Professor of
Guanghua School of Management, Peking University. Mr. Cao obtained a Doctoral degree
in International Entrepreneurship and Strategic Management from Copenhagen Business
School, obtained a Doctoral degree in Human Resource Management from Renmin
University of China. Mr. Cao previously engaged postdoctoral research in Department
of Strategic Management from Guanghua School of Management, Peking University.
Mr. Cao is the member of Academy of Management, the member of The Academy of
International Business and the member of The International Association for Chinese
Management Research, and Mr. Cao previously provide strategy counseling services
and training services for some large enterprises. Mr. Cao has published many enterprise
management articles in the academic field with profound insight view and won a number
of awards.

Liu Chia Yung (2I2%E), aged 59, an Independent Non-executive Director of the
Company. Mr. Liu obtained a Master Degree of Business Administration from University
of Missouri in the United States. Mr. Liu joined Trend Micro 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, R&D 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 used to act as adjunct professors at Soochow University in Taiwan
and Peter F. Drucker Academy in Beijing.

COMPANY SECRETARY

Chow Chan Lum (&F#&#K), aged 66, has been a member of the Institute of Chartered
Accountants of Scotland since 1979 and is a member of the Hong Kong Institute of
Certified Public Accountants. Mr. Chow is the precedent partner of Wong Brothers &
Co, Certified Public Accountants, and a member of the Foreign Experts Consultative
Committee on China Independent Auditing Standards of the PRC Ministry of Finance.
Mr. Chow is currently an independent non-executive director of China Electronics Huada
Technology Company Limited (Stock Code: 85) and Maoye International Holdings
Limited (Stock Code: 848), and has been an independent non-executive director of
China Aerospace International Holdings Limited (Stock Code: 31) from 2000 to 2012
and Pak Tak International Limited (Stock Code: 2668) from 2002 to 2014, all of them are
companies listed on the Stock Exchange.
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DIRECTORS AND SENIOR MANAGEMENT
EERGHREERE

SENIOR MANAGEMENT

Xu Shao Chun (# 4> %), Chief Executive Officer of the Company — see the paragraph
under “Executive Directors” above.

Lin Bo (#%), Chief Financial Officer of the Company — see the paragraph under
“Executive Directors” above.

Sun Yan Fei (FRFE), aged 44, President of Kingdee China. Mr. Sun is mainly
in charge of the management software business in the Company. Mr. Sun graduated
from Macao University of Science and Technology and gained MBA degree of General
Business Management. After joining the Company in 1997, Mr. Sun has been appointed
as General Manager of Nanjing Branch and Southern District of China and played an
important role in the Company’s marketing and sales. Mr. Sun is committed to using
information technology to promote the establishment of modern enterprise management
system. He has a wealth of experience in marketing and management in the field of
Chinese business management software.

Li Guang Xue (Z=3¢£8), aged 50, President of Kingdee Deeking. He is mainly responsible
for the Company’s cloud services for micro and small-sized enterprises business. Mr.
Li graduated from Ocean University of China. He joined the Group in 1995. He has
engaged in the research and development management, service management, marketing
management, human resources and information management, and has held important
positions.

Zhang Yong (EE), aged 43, Senior Vice President of Kingdee China. Mr. Zhang is
in charge of the Company’s business operation and management in Eastern Region of
China. Mr. Zhang graduated from China Europe International Business School. After
joining the Company in 1995, Mr. Zhang has been appointed as the General Manager
of Shanghai Branch and Eastern Region of China and played an important role in the
Company’s marketing and sales. He has extensive experience in marketing, sales and
team work management.
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The directors (“Directors”) of Kingdee International Software Group Company Limited
(the “Company”) are pleased to present to the shareholders their report together with
the audited financial statements of the Company and its subsidiaries (collectively the
“Group”) for the year ended 31 December 2017.

Principal Activities and Geographical Analysis of Operations

Shares of the Company (www.kingdee.com) are listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) (Stock Code: 0268). As a
leader in China’s software industry and a leading provider of Cloud Management in the
Asia-Pacific region, the Company is dedicated to be a world-leading Cloud Management
service provider and helping Chinese enterprises realize the national dream of
transformation and upgrading. With “Let Data Drive Success” as its mission, “The Most
Reliable Big Data Service Provider” as its vision and “acting in all consciences, with
integrity and righteousness” as its core values, “User-first, Small, Beauty, Fast” product
and service belief, the Company is providing software products and Cloud Services for
over 6.8 million corporates, hospitals and government organizations worldwide.

The total revenue and profit attributable to the owners of the Group for the year ended 31
December 2017 were RMB2,303,458 and RMB310,004, respectively. Of such revenue,
approximately 75.3% was derived from the sales of ERP business and approximately
24.7% was derived from the Cloud Services business. For details, please refer to the
consolidated income statement set out on page 61.

The Group has established three software parks which are located in Shenzhen, Shanghai
and Beijing, respectively. As at 31 December 2017, 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.

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; (ii)
an indication of likely future developments of the Group’s business; (iii) key financial
performance indicators of the development, performance and position of the Group’s
business; and (iv) a discussion on the Group’s environmental policies and performance
and the Group’s compliance with the laws and regulations having significant impact
on the Group’s business are provided in the “Management Discussion and Analysis”
sections, respectively on pages 10 to 16 of this annual report and Note 3 to the
consolidated financial statements.
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Results and Final Dividends

The performance for the year ended 31 December 2017 is set out in the consolidated
income statement on page 61. At the annual general meeting of the Company (“AGM”)
to be held on 9 May 2018, the board of Directors (the “Board”) will recommend a
final dividend of RMB0.013 (equivalent to approximately HK$0.016) per share for the
year ended 31 December 2017 (2016: nil). Subject to the approval of shareholders
at the AGM, the final dividend is expected to be paid on or around 19 June 2018 to
shareholders whose names appear on the register of members of the Company on 14
May 2018.

Distributable Reserves

As at 31 December 2017, the retained earnings of the Company attributable to
owners of the Company were approximately RMB1,547,784,000 (2016: approximately
RMB1,237,780,000).

Closures of Register

The register of members of the Company will be closed from Friday, 4 May 2018 to
Wednesday, 9 May 2018 (both days inclusive), during which time no transfer of shares
will be registered. In order to be qualified to attend, participate in and vote at the AGM
that is going to be held on 9 May 2018, all transfer documents accompanied by the
relevant share certificates must be lodged with the Company’s branch share registration
and transfer office in Hong Kong, Computershare Hong Kong Investor Services Limited
at 17th Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong not later than 4:30
p.m. on Thursday, 3 May 2018.

Bank Loans and Other Borrowing

Details of bank loans and other borrowing for the year ended 31 December 2017 are set
out in Note 22 to the financial statements.

Reserves

Details of movements in the reserves of the Group for the year ended 31 December 2017
are set out in the consolidated statement of changes in equity on page 63.

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 6 of the annual report.

Fixed Assets

Details of movements in the fixed assets of the Group for the year ended 31 December
2017 are set out in Note 7 to the financial statements.

Interests of the Directors in Contracts

Save as disclosed under the heading “Related Party Transactions” and “Continuing
Connected 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 2017 in which the Group was a

party.
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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.

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
. Share Capital

Details of the movements in share capital of the Company for the year ended 31
December 2017 are set out in Note 18 to the financial statements. Shares were
issued during the year on exercise of share options. Details about the issue of
shares are also set out in Note 18 to the financial statements.

Purchase, Sale or Redemption of Shares

During the year ended 31 December 2017, the Company purchased 13,216,000
shares of the Company on the Stock Exchange for an aggregate consideration of
HK$48,082,000 pursuant to the Company’s Share Award Scheme as adopted by the
Company on 4 December 2015.

During the year ended 31 December 2017 the Company repurchased 48,966,000
shares of the Company on the Stock Exchange in December 2017 for an aggregate
consideration of HK$150,783,000 (highest price per share was HK$3.3787 and
lowest price per share was HK$2.8973, of which 10,024,000 shares were cancelled
on 19 January 2017, 25,336,000 shares were cancelled on 26 April 2017 and
13,606,000 shares were cancelled on 24 October 2017. The Directors are of the
view that such repurchases have the effect of enhancing the earnings per share of
the Company and would benefit the shareholders as a whole. Depending on the
market circumstances, the Company may undertake further share repurchases as
the Directors may consider to be appropriate.

Save for the disclosed above, neither the Company, nor any of its subsidiaries, had
repurchased, 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.

The share option scheme adopted by the Company on 30 January 2001 (the “2001
Scheme”) and the share option scheme adopted by the Company on 26 April 2002 (the
“2002 Scheme”) were terminated by the Company on 30 June 2005. As at 31 December
2017, there was no share option granted under the 2001 Scheme or the 2002 Scheme
that is outstanding.
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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, an aggregate of
529,501,600 share options were granted, of which 249,471,593 share options were
exercised, 160,108,307 share options lapsed since its adoption. During the year ended
31 December 2017, 12,278,550 shares options were exercised and 13,847,301 share
options lapsed and as at 31 December 2017, 119,921,700 share options remained
outstanding.

At the annual general meeting 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. As at 31 December 2017, the Company had
granted 40,000,000 share options since its adoption pursuant to the 2015 Scheme. As
at 31 December 2017, 38,900,000 share options remained outstanding, and 1,100,000
share options lapsed since its adoption. 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 7.55% of the issued share capital of the Company as at 31 December
2017.

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 shareholders’” approval of the Company at a general
meeting.

The grant of share options to a director, chief executive or substantial shareholder of the
Company, or to any of their respective associates, is subject to the approval in advance
by the independent non-executive Directors of the Company, excluding the independent
non-executive Director(s) of the Company 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 shareholders’ approval 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.
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The exercise price of the share options is determined by the Board, but may not be less
than the highest of (i) the closing price of the shares of the Company as stated in the
daily quotation sheet of the Stock Exchange on the date of grant, which must be a trading
day; (ii) the average closing price of the shares of the Company as stated in the Stock
Exchange’s daily quotation sheets for the five trading days immediately preceding the
date of grant; and (iii) the nominal value of the shares of the Company.

Details of the grant, exercise and lapse of the share options pursuant to the 2005 Scheme
and the 2015 Scheme during the year ended 31 December 2017 are set out in Note 21 to
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the financial statements and are included in the table as follows: BRBEREFEIR AT RANA SRR T2 R
RINT&RE
Options
Options exercised Options Options
Options held granted during the lapsed held at
at 31 December during the reporting during the 31 December
2016 reporting period period reporting period 2017
RIZE—RE BEHR BEMR HEHA R-E—tF
Name or category of +=A=+—H B e KMl +—B=+—8
participants wamERERRN ZBEENR RS E RS E EBHE <ZHEERESE
Directors ER
Xu Shao Chun (Note 1) wOHE(MEE) 2,800,000 - - - 2,800,000
QOriental Gold Limited (Note 1) Oriental Gold Limited 9,900,000 - - - 9,900,000
(PiF3E1)
Lin Bo WOR 1,025,000 - - - 1,025,000
Gary Clark Biddle Gary Clark Biddle 1,180,000 - 480,000 - 700,000
Wu Cheng RE 300,000 - - - 300,000
Dong Ming Zhu SH% 400,000 - - - 400,000
Liu Chia Yung 2x%E 200,000 - - - 200,000
Other employees in aggregate E-Atb/E 8 481 169,142,551 - 11,798,550 13,847,301 143,496,700
Total =H 184,947,551 - 12,278,550 13,847,301 158,821,700
Note: BeE -

(1) Mr. Xu Shao Chun, an executive Director, the Chairman of the Board, the President 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 and Billion Ocean Limited.

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 on the Adoption Date. For details of the Share Award
Scheme, please refer to the announcement of the Company dated 18 December 2015.

(1) Easy Key Holdings Limitedii AR AITEE 8FEE
RREFWTERIBLERERA  H2EER
Oriental Gold Limited XBillion Ocean Limited ©
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During the year ended 31 December 2017, the Company had granted 26,660,000 award
shares pursuant to the Share Award Scheme, of which a total of 5,575,000 awarded
shares granted to the directors of the Company were still outstanding, details of which
are as follows:

REE-Z—tF+-A=+—ALFER  RER
{7 B2 Bt B 5% #5+26,660 0008 SRBYAAD - AR
S R BRI 0 52 AR 7 25,575, 0008% - ARA
BT

As at 31 Granted during Vested during As at 31

December 2016  the reporting period  the reporting period December 2017

RIE—RE R-Z—tF

Name of Director EENE +=-B=+—H wEHAREH BEYANEE +-BA=1+—H
Xu Shao Chun mIE 2,750,000 2,000,000 750,000 4,000,000
Lin Bo g 787,500 1,000,000 212,500 1,575,000

Directors

The composition of the Board for the financial year ended 31 December 2017 and up to
the date of this report was 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. Chen Zhang (resigned as non-executive Director on 13 March 2018)

Mr. Shen Yuan Ching (appointed as non-executive Director on 13 March 2018)

Independent non-executive Directors

Mr. Gary Clark Biddle

Mr. Liu Chia Yung

Mr. Wu Cheng (resigned as independent non-executive Director on 13 March 2018)

Mr. Cao Yang Feng (appointed as independent non-executive Director on
13 March 2018)

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. Liu Chia Yung
and Mr. Gary Clark Biddle will be eligible for re-election and be eligible for re-election.
Mr. Shen Yuan Ching and Mr. Cao Yang Feng who were appointed as a non-executive
Director and an independent non-executive Director on 13 March 2018, respectively
shall hold office until the AGM and shall then be eligible for re-election at that meeting.
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None of the Directors proposed for re-election 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 2017, 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 “SF0")),
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:
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Long positions/short positions in shares/underlying shares of the Company

FARNRE KE/ HRERAPZES

Name of Directors

EERE

Number of shares/
underlying shares
(where appropriate)

Bin /ARG
BE (maER)

Percentage of

issued share

Types of interests capital
HERTERE

EaNE Eo[=R2 014

Xu Shao Chun

(3o

775,198,624(L)
19,000,000(5)
4,000,000(L)
12,565,200(L)

2,800,000(L)

Interests of controlled corporation (Note 1)
PR A R 2 R (P EE1)

Interests of controlled corporation
RERRF L

Beneficiary of a trust(Note 2)
EEEIN(E)

Beneficial owner

ERBAA

Share option (Note 3)

AR (PiHat3)

Aggregate:

794,563,824(L)
19,000,000(5)

27.36%
0.65%

LinBo

576,000(L)
1,575,000(L)

1,025,000(L)

Beneficial owner
EnEEA

Beneficiary of a trust(Note 4)
(SN (EL)

Share option (Note 3)
BRI (P 3E3)

Aggregate:

3,176,000

0.11%

Gary Clark Biddle

480,000(L)

700,000(L)

Beneficial owner
G 7PN

Share option (Note 3)
AR (M 3E9)

Aggregate:

1,180,000

0.04%

Wu Cheng

780,000(L)

300,000(L)

Beneficial owner
ERBEAA

Share option (Note 3)
AR (PEE3)

Aggregate:

1,080,000

0.04%

Dong Ming Zhu

400,000(L)

Share option (Note 3)
BB AR (FT5E3)

Aggregate: :

400,000

0.01%

Liu Chia Yung

200,000(L)

Share option (Note 3)
AR (MT3E9)

Aggregate: :

200,000

0.01%
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Notes:

The percentage of the total issued share capital was calculated by the number of the aforesaid
interests or short positions divided by the total issued share capital as at 31 December 2017 with
total issued shares of 2,904,553,471.

1. 0f the 775,198,624 shares, 419,312,000 shares (of which 9,900,000 are share options) were
held through Oriental Gold Limited and 355,886,624 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 775,198,624 shares.

2. The 4,000,000 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.

3. Details of the share options and the award share are set out in the paragraph headed
“Outstanding Share Options” and “Share Award Scheme” of this report.

4. The 1,575,000 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.

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

Save as disclosed in this paragraph, as at 31 December 2017, 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 SF0), 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 “Outstanding Shares Options” 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 2017.

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

As at 31 December 2017, as far as the Directors were aware, the following persons (other
than the Directors and chief executive of the Company) had interests and short positions
in the shares and underlying shares of the Company which would fall to be disclosed to
the Company under the provisions of Part XV of the SFO and required to be recorded in
the register required to be kept under Section 336 of the SFO:
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Interests in Shares/Underlying Shares of the Company

FAFRG HRRGRZER

Number of Shares/
underlying Shares

Percentage of
issued share

(where appropriate)  Capacity capital
B /188 HERTT
Name BB Bi>®E (MER) #EIKE BFEESL
Easy Key Holdings Limited (Note 1) Easy Key Holdings Limited(Ff 1) 775,198,624(L)  Beneficial owner
19,000,0005) EZEHEAEA
SUBTOTAL ait 775,198,624(L) 26.69%
19,000,000(S) 0.65%
Oriental Gold Limited (Note 1) Oriental Gold Limited (BT 3E1) 409,412,000 (L)  Beneficial owner (Note 2)
19,000,0005) EmEBA (FiFF2)
9,900,000 (L)  Other/share option (Note 3)
/AR B (P9 5E3)
SUBTOTAL &5 419,312,000 (L) 14.44%
19,000,000(S) 0.65%
Billion Ocean Limited (Note 1) Billion Ocean Limited (P #E1) 355,886,624(L)  Beneficial owner 12.25%
EmEA
FMR LLC FMR LLC 209,200,485(L)  Investment manager 7.20%
B
JD Oriental Investment Limited (Note 4)  JD Oriental Investment Limited(Ff 5+4) 288,526,000(L)  Investment manager 9.93%
WEKIE
Notes: Btz -

The percentage of the total issued share capital was calculated by the number of the aforesaid
interests or short positions divided by the total issued share capital as at 31 December 2017 with
total issued shares of 2,904,553,471.

1.

30

0f the 775,198,624 shares, (i) 409,412,000 shares and 9,900,000 share options were held
by Oriental Gold Limited, a company wholly owned by Easy Key Holdings Limited; and
(i) 355,886,624 shares were held by Billion Ocean Limited, a company wholly owned by
Easy Key Holdings Limited. Mr. Xu Shao Chun holds 100% interests in Easy Key Holdings
Limited.

Out of the 409,412,000 shares (L),19,000,000 shares (the “Lent Shares”) are made available
to Credit Suisse AG (“CSAG”) on the basis that CSAG in turn agrees to make available to
Credit Suisse Securities (Europe) Limited (“CSSEL") for purposes of stock lending by CSSEL
to investors of the Guaranteed Convertible Bonds (as defined below) procured by CSSEL and
for purposes of on-lending by CSSEL to Macquarie Bank Limited (“Macquarie”) to facilitate
stock lending by Macquarie to investors in the Bonds procured by Macquarie. During the
terms of the lending arrangement, Oriental Gold Limited will not have the right to recall
the Lent Shares and it will not have voting rights on the Lent Shares. It is expected that the
Lent Shares will be returned to Oriental Gold Limited on or before the earlier of (i) the date
on which all the Guaranteed Convertible Bonds are redeemed or converted and (ii) 14 April
2018.

Kingdee International Software Group Company Limited  Annual Report 2017
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3. Details of the share options are set out in the section headed “Share Option Schemes”.

4. According to the disclosure of interest forms filed by JD Oriental Investment 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:

3. HEBENFEEN [BRiEE] 5

4, 18 201545426 BJD Oriental Investment Limited @ Max
Smart Limited + JD.com, Inc. + JD.com Investment Limited £2
I RFEETREIRE - Max Smart Limited » JD.com,
Inc. + JD.com Investment Limited £2.2/5% 3R 4 & 1B s% A%

EERER T
Name of controlled corporation Name of controlling shareholder % control Direct interest Number of shares
2EHLTRRE EREREE 2EERESL EEHR BR&
Max Smart Limited Liu Qiangdong Richard 100.00 N 288,526,000 (L)
Max Smart Limited LTS e e
JD.com, Inc. Max Smart Limited and Fortune Rising Holdings Limited 82.80 N 288,526,000 (L)
JD.com Investment Limited 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. S e
JD Oriental Investment Limited JD.com Investment Limited 100.00 Y 288,526,000 (L)
JD Oriental Investment Limited JD.com Investment Limited = e

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

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

Details of the equity-linked agreement entered into during the year or subsisting at the
end of the year are set out below:

Issue of Guaranteed Convertible Bonds

On 14 April 2014, Crotona Asset Limited (the Company’s wholly owned subsidiary, as
Issuer and the Company, as Guarantor) issued five-year guaranteed convertible bond
in the principal amount of USD175,000,000 which bear interest at a rate of 4% per
annum payable semi-annually (the “Guaranteed Convertible Bonds”). The net proceeds
from the issue of the Guaranteed Convertible Bonds, after deduction of commission
and expenses, is approximately USD172.3 million. As at 31 December 2017, among
the net proceeds from the Guaranteed Convertible Bonds, (i) approximately USD83.3
million had been used to repay bank loans; (ii) approximately USD51.6 million had
been used for working capital and general corporate purposes; (iii) approximately
USD28.6 million had been used for investment purpose; and (iv) approximately USD8.8
million proposed to be used for working capital and general corporate purposes. Unless
previously redeemed, converted or purchased and cancelled, the Issuer will redeem each
Guaranteed Convertible Bond at its principal amount together with accrued and unpaid
interest thereon on 14 April 2019. The Guaranteed Convertible Bonds are convertible at
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the option of the bondholders into ordinary shares of the Company from 25 May 2014
to the close of business on the date falling 10 days prior to 14 April 2019, at a price of
HKD3.90 per share, subject to adjustments. The maximum number of shares to be issued
upon the full conversion of the convertible bonds is 348,075,000. As at 31 December
2017, there was no conversion or redemption of the Guaranteed Convertible Bonds.

Please also refer to the announcements of the Company dated 8 April 2014, 10 April
2014, 14 April 2014 and 15 April 2014 for the details of the Guaranteed Convertible
Bonds.

Continuing Connected Transactions
Strategic Cooperation Agreement

Pursuant to the strategic cooperation framework agreement (the “Former Strategic
Cooperation Agreement”) dated 1 January 2016 entered into between Kingdee China and
Shenzhen CloudHub, under which (a) Shenzhen CloudHub appoints Kingdee China as
a distributor; (b) Kingdee China agrees to use its channels and networks to promote the
Products of Shenzhen CloudHub; (c) Shenzhen CloudHub agrees to use the strengths of
its mobile office platform to provide services for Kingdee China. The term of the Former
Strategic Cooperation Framework Agreement is two years from the date of the agreement.
Due to the transactions disclosed in the announcement of the Company dated 28 July
2016, the transactions become continuing connected transactions of the Company since
28 July 2016. The annual cap for the year ended 31 December 2017 approved by the
Board was RMB60,000,000 and, from 1 January 2017 to 31 December 2017, the actual
transaction amount from Kingdee China paid to Shenzhen CloudHub in transactions
(a) and (c) was RMB29,339,662 in total and from Shenzhen CloudHub paid to Kingdee
China in transaction (b) was RMB17,595,819.

Please refer to the announcements of the Company dated 28 July 2016 and 10 March
2017 for the details.

As the Former Strategic Cooperation Framework Agreement expired on 31 December
2017 and the transactions under the Former Strategic Cooperation Framework Agreement
will continue to be entered into on a recurring basis, on 1 January 2018, Kingdee China
and Shenzhen CloudHub entered into:(a) the 2018 Strategic Cooperation Framework
Agreement: Shenzhen CloudHub appoints Kingdee China as a distributor (the “CloudHub
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 annual cap for the year ending 31 December 2018 approved by the
Board was RMB43,000,000; and (b) 2018 Product Promotion Cooperation Framework
Agreement: Kingdee China agrees to use its channels and networks to promote the
PublicCloud Products of Shenzhen CloudHub in consideration of a promotion fee
payable by Shenzhen CloudHub to Kingdee China. The annual cap for the year ending
31 December 2018 approved by the Board was RMB47,000,000. The term of the two
agreements are one year from 1 January 2018.

Please refer to the announcement of the Company dated 2 January 2018 for the details.
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Lease Agreements

Pursuant to the Lease Agreements dated 30 June 2017 entered into between Kingdee
China and Suishou Technology, Kingdee China agrees to lease the Office Premises to
Suishou Technology for a term commencing from 1 July 2017 to 31 December 2018
(both dates inclusive). On 1 January 2018, Kingdee China and Suishou Technology
entered into the 2018 Suishou Technology Lease Agreement, which terminates and
replaces the Previous Suishou Technology Lease Agreement which would expire on
31 December 2018. The parties agreed Kingdee China shall lease the B10 Office and
the Other Offices to Suishou Technology for the use as offices. The annual cap for the
year ended 31 December 2017 approved by the Board was RMB5,362,475.4, and the
actual transaction amount for the period from 1 January 2017 to 31 December 2017 was
RMB5,135,212. The annual cap for the continuing connected transactions contemplated
under the 2018 Suishou Technology Lease Agreement will be RMB13,420,146 for each
of the years ending 31 December 2018, 2019 and 2020 as approved by the Board. The
lease term of the B10 Office is from 1 January 2018 to 31 March 2018 and the lease term
of the Other Offices is from 1 January 2018 to 31 December 2020.

Please refer to the announcements of the Company dated 30 June 2017 and 2 January
2018 for the 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 are fair and reasonable, on normal commercial
terms and in the interests of the Company and shareholders of the Company as a whole,
and the transactions discussed above are transactions 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.

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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Major Customers and Suppliers

The percentage of sales and purchases for the year attributable to the Group’s major
customers and suppliers is as follows:

Sales

- the largest customer 0.39%
- five largest customers in aggregate 1.71%
Purchases

- the largest supplier 7%
- five largest suppliers in aggregate 20%

At no time during the years have 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.

Auditors

PricewaterhouseCoopers was appointed as the external auditor of the Company for the
year of 2017, 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.

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
Xu Shao Chun

Chairman

Shenzhen, the People’s Republic of China, 13 March 2018.

As at the date of this report, the Board comprises Mr. Xu Shao Chun (Chairman of the
Board and Chief Executive Officer) and Mr. Lin Bo (Chief Financial Officer) as executive
directors; Ms. Dong Ming Zhu and Mr. Shen Yuan Ching as non-executive directors;
and Mr. Gary Clark Biddle, Mr. Liu Chia Yung and Mr. Cao Yang Feng as independent
non-executive directors.

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 announcement 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 complied with all the code provisions of the Code throughout the
financial year ended 31 December 2017 except for code provisions 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 2017, the Board comprised seven members, including
two executive Directors, two non-executive Directors and three independent
non-executive Directors. The Directors during the year 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. Chen Zhang
(resigned as Non-Executive Director on 13 March 2018)
Mr. Shen Yuan Ching
(appointed as Non-Executive Director on 13 March 2018)

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Gary Clark Biddle
Mr. Liu Chia Yung
Mr. Wu Cheng
(resigned as Independent Non-Executive Director on 13 March 2018)
Mr. Cao Yang Feng
(appointed as Independent Non-Executive Director on 13 March 2018)
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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 17 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-election at the AGM in that year.
At the AGM, three Directors, namely Mr. Lin Bo, Mr. Liu Chia Yung and Mr. Gary
Clark Biddle will retire by rotation and be eligible for re-election. Mr. Shen Yuan
Ching and Mr. Cao Yang Feng who were appointed as a non-executive Director and
an independent non-executive Director on 13 March 2018, respectively shall hold
office until the AGM and shall then be eligible for re-election at that meeting.

None of the Directors proposed for re-election 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).

Board Meeting/General Meeting

For the year ended 31 December 2017, the Company convened six Board meetings
and one AGM. The following table shows the details of Directors’ attendance:
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the Director required to attend

HERR EEHREERS

Board Meetings AGM
Directors EE EEEER 2 BRREEXE
Executive Directors HITESE
Mr. Xu Shao Chun (Chairman and Chief Executive Officer) BOELE EZCIFER 6/6 il

BEWITE
Mr. Lin Bo (Chief Financial Officer) WEEE  BRVHBE 6/6 1/1
Non-executive Directors ERITES
Ms. Dong Ming Zhu EL et 4/6 0
Mr. Chen Zhang (resigned as Non-Executive Director on KRAE (BERZE—N\F 3/6 0/1
13 March 2018) —AT=HBHEEHTES)

Independent non-executive Directors BIERTER
Mr. Gary Clark Biddle Gary Clark Biddle st & 6/6 0/
Mr. Liu Chia Yung ARERAE 6/6 0/1
Mr. Wu Cheng (resigned as Independent Non-Executive Directoron  RE &4 (BN ZZE—N\F 6/6 0/1

13 March 2018)
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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 2017, the
matters dealt with by the Directors include but were not limited to the following:
formulating the overall development strategy of the Company, considering
and approving the Company’s 2016 annual report and the 2017 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 record
provided by the Directors, the trainings attended by them during the reporting
period is summarized as follows:
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Corporate Governance,
Regulatory Development
and Trainings on
other relevant topics
LEELR EERRR
Director Ex H i 4E B N
Executive Directors BITEER
Mr. Xu Shao Chun (Chairman and Chief Executive Officer) BOERE (EEEIREFERANTE) v
Mr. Lin Bo (Chief Financial Officer) WEEE (BRVBE) 4
Non-executive Director EHITESE
Ms. Dong Ming Zhu %KLL 4
Mr. Chen Zhang (resigned as Non-Executive Director on 13 March 2018) RELEE (BERZE-N\E=A+=H 4
REFHTES)
Independent non-executive Directors BIAFRTES
Mr. Gary Clark Biddle Gary Clark Biddlest & v/
Mr. Wu Cheng (resigned as Independent Non-Executive Director on RELE (BERZE-—\F=B+=H v/
13 March 2018) BEBVINITES)
Mr. Liu Chia Yung ARELE v/

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

fulfilling their responsibilities.

With regard to insurance cover 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 Huatai Insurance.

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 2017, the audit committee of the Company (“Audit Committee”)
comprised three independent non-executive Directors, namely Mr. Gary Clark Biddle, Mr.
Wu Cheng and Mr. Liu Chia Yung. Mr. Gary Clark Biddle was the chairman of the Audit
Committee.

The Board adopted the revised Terms of Reference and Modus Operandi of the Audit
Committee on 15 March 2017. In particular, the major roles and functions of the Audit
Committee are as follows:

(1)

40

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
integrity 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 external auditor’s management letter, 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;

reporting to the Board on the matters in the provision of the Code; and
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 the roles and
functions of the Audit Committee.

During the financial year ended 31 December 2017, 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 2016, and submitted them to the Board for approval;

discussed the Company’s internal control system and reviewed the Company’s
interim financial report of 2017, and submitted it to the Board for approval;

communicated with the auditor regarding the 2017 annual audit work and audit
plans; and

reviewed the effectiveness of the Group’s risk management and internal control
systems, including financial, operational and compliance controls, with the senior
management and the auditors of the Company.

Details of attendance at Audit Committee meetings during year 2017 are set out below:
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Attendance/

Number of

Meetings

—Z—-t%F

Audit Committee Members BENE HESRRY

Mr. Gary Clark Biddle (Chairman) Gary Clark BiddleZe & (£ %) 33

Mr. Wu Cheng (resigned as Independent Non-Executive Director on 13 March 2018)  R%&%4 (BER-—E—NE=F+=H 33
BEBUIFNTES)

Mr. Liu Chia Yung ARFERE 33
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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.

Remuneration Committee

As at 31 December 2017, the remuneration committee of the Company (“Remuneration
Committee”) comprised two independent non-executive Directors, namely Mr. Liu Chia
Yung and Mr. Wu Cheng, and one executive Director, namely Mr. Xu Shao Chun. Mr. Liu
Chia Yung was the chairman of the Remuneration Committee.

The Board adopted the revised Terms of Reference and Modus Operandi of the
Remuneration Committee on 16 March 2012. In particular, the major roles and functions
of the Remuneration Committee are as follows:

(1) making 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, the establishment of formal and transparent
procedures for developing such policy and structure, the principles and criteria of
remuneration, and long-term incentive plans;

(2)  as authorized by the Board, drawing up proposals for and making recommendations
to the Board on the remuneration of Directors, and salaries of individual executive
Directors and senior management;

(3) reviewing and assessing the annual performance of Directors and senior
management, and reviewing and approving their remuneration, by reference to the
corporate goals and objectives set by the Board;

(4) drawing up and reviewing proposals for remuneration and making
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;

(5) considering salaries paid by comparable companies, time commitment and
responsibilities and employment conditions elsewhere in the Group;

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

(7)  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
Committee published on the websites of the Stock Exchange and the Company for the
principal roles and functions of the Remuneration Committee.

During the financial year ended 31 December 2017, the Remuneration Committee held
two meetings to review the remuneration package of Directors and senior management,
discuss the grant of awarded shares pursuant to the Company’s share award scheme, and
submit proposals to the Board.

Details of attendance at Remuneration Committee meetings during year 2017 are set out
below:
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Attendance/

Number of

Meetings

—Z—t%

Remuneration Committee Members I54=1 %1 HESRRY

Mr. Liu Chia Yung (Chairman) ARELE (XF) 212

Mr. Wu Cheng (resigned as Independent Non-Executive Director on 13 March 2018) R4 (ER-ZE—-NE=A+=H 2/2
BBV ENTES)

Mr. Xu Shao Chun RLBLE 212

Nomination Committee

As at 31 December 2017, the nomination committee of the Company (“Nomination
Committee”) comprised of one executive Director, namely Mr. Xu Shao Chun, and two
independent non-executive Directors namely, Mr. Wu Cheng and Mr. Liu Chia Yung. Mr.
Xu Shao Chun was the chairman of the Nomination Committee.

The Company has adopted the 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 