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CORPORATE INTRODUCTION
NGBl

Kingdee International Software Group Company: Limited (“Kingdee International”) or (the “Group”) is a listed company on the Main Board of The
Stock Exchange of Hong Kong Limited (Stock Code: 0268.HK). It is a leader of enterprise management software and Cloud services in China
and Asia Pacific region.

Kingdee International was founded in 1993 and headquartered in Shenzhen, PRC. With “Let Data Drive Success” as its mission, “The Most
Reliable Big Data Service Provider” as its vision and “Walk on ZHENGDAO (right track) and Walk by WANGDAO (noble way)” as its core values,
“User-first, Small, Beauty, Fast’ product and service belief, the Group provides software products and Cloud services for over-six million
corporates, hospitals and government organizations and for over sixty million users worldwide. The Group consists of Kingdee Software (China)
Co., Ltd. with a focus on corporate management software and internet services markets, Shenzhen Kingdee Middleware Co., Ltd. with a focus
on middleware business, Kingdee Medical Software Technology Company Ltd. which provides IT integrated solutions provider for medical
and health organizations, as well as Kingdee International Software Group (H.K.) Co. Limited which focuses on APAC ex-China and overseas
markets. Kingdee International has been ranked by IDC as the leader in the SME ERP market in China for eleven consecutive years. CloudHub
has also come top overall in Social Mobile-office Software Market in China.
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CORPORATE INFORMATION
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EXECUTIVE DIRECTORS

Mr. Xu Shao Chun, Chairman of the Board and CEQ
Mr. Chen Deng Kun, Senior Vice President

Mr. Yang Jian

Mr. Lin Bo, CFO

NON-EXECUTIVE DIRECTORS

Ms. Dong Ming Zhu
Mr. Chen Zhang

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Gary Clark Biddle
Mr. Wu Cheng
Mr. Liu Chia Yung

COMPANY SECRETARY
Mr. Chow Chan Lum

AUDIT COMMITTEE OF THE BOARD

Mr. Gary Clark, Biddle (Chairman)
Mr. Wu Cheng
Mr. Liu Chia Yung

AUTHORIZED REPRESENTATIVE

Mr. Xu Shao Chun
Mr. Chen Deng Kun

AUDITOR

PricewaterhouseCoopers
22nd Floor, Prince’s Building
Central, Hong Kong

LEGAL COUNSEL

Hong Kong:

Jun He Law Offices

Suite 3701-10, 37/F, Jardine House
1 Connaught Place

Central, Hong Kong

Cayman Islands:

Maples and Calder Asia

Suite 1002, One Exchange Square
8 Connaught Place

Central, Hong Kong

PRINCIPAL BANKERS

PRC:

China Merchants Bank

Bank of China

Industrial and Commercial Bank of China

Bank of Communications
Ping An Bank

Hong Kong:

The Hong Kong and Shanghai Banking Corporation Limited
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CORPORATE INFORMATION
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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 Mass Mutual Tower
38 Gloucester Road
Wanchai

Hong Kong

COMPANY WEBSITE
www.kingdee.com

PRINCIPAL SHARE REGISTRAR

Royal Bank of Canada Trust Company (Cayman) Limited
4th FI., 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

HERNEE
P.0. Box 309
Ugland House
Grand Cayman
KY1-1104
Cayman Islands
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2015 MAJOR EVENTS
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Kingdee International has been ranked by IDC
as the leader in the SME ERP market in China
for eleven consecutive years.
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Kingdee and Kingsoft Sign Strategic Cooperation
Agreement, Focusing on Mobile Office Cloud Service March
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On March 23, Kingdee signed a strategic cooperation agreement with Kingsoft
Corporation Limited (“Kingsoft”). Under the terms of the agreement, both parties
will strengthen their cooperation in Mobile Cloud services, Cloud storage,
Cloud security and allied fields. The two sides will leverage their strengths in
technology, product and market, and share user resources, open Application
Programming Interface (API), interoperate to enhance customer support,
cooperate in capital, help establish mechanisms to achieve win-win cooperation.
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Kingdee, JD.com and Aisino Jointly Launch First Case of Kingdee and Xiamen ITG Jointly Establish Automotive Network

Electronic Invoice Bookkeeping December
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On 3 December, Kingdee (00268.HK), JD.com and Aisino Corporation
(600271.SH) jointly organized the “State Administration of Taxation
Electronic Invoicing and Reimbursement System Launch Ceremony”

in Beijing. The three parties will work together to implement “Internet+

On 28 October 2015, Kingdee and Xiamen International Trade Group Corp., Ltd.
(Stock Code: 600755.SH) jointly held a media briefing where the two parties
signed a strategic cooperation agreement to establish Kingdee Automotive
Network Technology Co., Ltd. Leveraging each other’s respective strengths in

Taxation” and to achieve the first electronic invoice recordkeeping system, technology and resources, the two parties will actively capitalize the strategic

introducing reform to the finance and taxation sectors.

cooperation opportunities in the automotive, financial services and other relative
industries.
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2015 MAJOR EVENTS
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Kingdee and Amazon AWS Sign Global Strategic Cooperation Agreement to

build out its world-class ERP cloud service platform April
SHRET FHEAWSHELRERSEHE TEERREXERPERK TS 4R

On April 22 am PT (or April 23 Beijing Time), Kingdee Group signed a global strategic
cooperation agreement with Amazon Web Services (“Amazon AWS”). Under the terms of

the agreement, Kingdee will leverage the AWS Cloud Platform to build up a world-class

ERP cloud service platform. Both parties will strengthen their cooperation in various areas
including ERP cloud service business transformation, product innovation and technology
upgrading, automated operation and maintenance, user experience, international market
service, and personnel development. The cooperation will also assist Kingdee in building out
its world-class ERP cloud service platform and expedite the development of enterprise cloud
computing and cloud computing ecosystem in China.
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Kingdee and Guosen Securities jointly set up RMB1 billion fund
September

SIHRFREREESRII0EEKTES 9B

A LIRS Kingdee i

(14 September 2015, Hong Kong) Kingdee International Software Group Company Limited
(“Kingdee” or “the Group”, Stock Code: 00268.HK), a leading Enterprise Internet service
provider in China, is pleased to announce that the Group has signed an agreement with Guosen
Securities Co. Ltd. (Stock Code: 002736.5Z). The two parties will jointly set up a mobile
internet industry investment fund of up to RMB1 billion to support the growth of enterprise
Internet in China. The two parties will leverage each other's strengths, resources, channel
network and expertise in their respective industries and work closely to develop the fund.
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Kingdee Announces Strategic Investment from
JD.com May

RREBRESK 5A

(18 May, 2015 Hong Kong/Beijing) — Kingdee International
Software Group Company Limited (Stock Code: 00268.HK)
and JD.com, Inc. (Nasdag: JD), the leading online direct sales
company in China, today jointly announced that they have entered
into a definitive agreement, under which JD.com will invest in
cash consideration of HK$1.3 billion (approximately US$170
million) for an approximately 10% stake in Kingdee. In addition,
Kingdee and JD.com plan to enter into a strategic partnership
under which they will collaborate to provide small and medium-
sized enterprises with integrated ERP solutions through cloud-
based services.
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Taiji Corp makes strategic investment in
Kingdee Middleware July

AEROERRESKTEMF TR

(13 July 2015, Shenzhen, China) Kingdee International Software
Group Company Limited (“Kingdee International”, Stock Code:
00268.HK) and Taiji Computer Corporation Limited (the “Taiji
Corp”, Stock Code: 002368.SZ) have entered into a Cooperation
Framework Agreement with the Company. Taiji Corp will
strategically invest in Shenzhen Kingdee Middleware Limited
(Kingdee Middleware), a subsidiary of Kingdee International.
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FINANCIAL HIGHLIGHTS

HERE

2015 2014 2013
RMB’000 RMB’000 RMB'000
AR%TT ARETF T ARET T
Turnover ] 1,586,224 1,546,517 1,602,125
Profit attributable to owners of the Company 2R Bl#Ez5H A A JEIE BT 105,766 197,048 126,400
Dividends per share FhERE HKD#&H - HKD}#&#£0.015 HKD& % -

Earnings per share FRER
- basic — &K RMBA B #:0.0382 RMB A R#0.0770 RMBA R #0.0501
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FINANCIAL HIGHLIGHTS
BMBHE
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FIVE YEAR FINANCIAL SUMMARY

FFEEEME
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
EHAHEARER
Year ended 31 December
2011 2012 2013 2014 2015
ZE——F - =% TN ZET-LF
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000
ARE ARE ARE ARE AR
Revenues BER 2,022,498 1,765,493 1,602,125 1,546,517~ 1,586,224
Gross profit S 1,417 842 1,146,967 1,205,889 1,275,830 1,292,129
Profit/(loss) before income tax MFEHRAEF,/ (BE) 181,442 (162,020) 136,579 225,833 162,265
Profit/(loss) for the year FEEFN/(B8B) 153,162 (163,975) 119,407 200,348 105,517
Profit/(loss) attributable to owners AREEHEAREAT
of the Company (&B8) 144,988 (140,246) 126,400 197,048 105,766
Total comprehensive incomey/(loss) AEEREakE /(BE)
for the year 154,074 (77134) 119,407 195,719 102,845
Total comprehensive income/(l0ss) FERANRRESEESE
attributable to owners of the Company Mm@ alas / (EE) 145,900 (93,405) 126,400 192,419 103,094

8 Kingdee International Software Group Company Limited
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hEREBE

CONDENSED CONSOLIDATED BALANCE SHEET

S HEEARE
Year ended 31 December
2011 2012 2013 2014 2015
—E——% —T-——-F —T-=F —Z-NF ZB-IF
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000
AR ARE AR AR AR®
Assets BE
Non-current assets FRBEE 1686582 2418823 234778 2290106 2,410,230
Current assets RENVEE 1,347,410 1,562,527 1,580,015 2,103,062 = 3,073,959
Total assets BEE 3,033,992 3,981,350 3,927,801 4393168 = 5,484,189
Equity and liabilities ERRAR
Equity attributable to the Company's KAREREE AE
QOwners ERKGHEE 1,609,294 1,578,843 1,750,412 1,988,972 3,217,069
Non-controlling interests DER R 34,316 11,459 4,466 9,246 29,649
Total equity RS 1,643,610 1,590,302 1,754,878 1,998,218 3,246,718
Non-current liabilities E =L 683,128 1,432,940 1,221,007 1,365,589 = 1,318,756
Current liabilities mEaE 707,254 958,108 951,916 1,029,361 918,715
Total liabilities Barf 1,390,382 2,391,048 2,172,923 2,394,950 2,237,471
Total equity and liabilities wERNEE 3,033,902 3,981,350 3,927,801 4393168 = 5,484,189

“T-nEER SREREHEEERAF 9




Xu Shao Chun Chairman of the Board
®ILE EZEIRE
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QHAIRMAN’S STATEMENT
FERE

Review

2015 was a vital year for Kingdee CloudHub as the Company took the lead in the mobile
enterprise Internet market. The number of registered enterprises or organizations on
Kingdee CloudHub exceeded 1,000,000, and the total users exceeded 10,000,000,
maintaining its leading position in the Mobile Internet market in China. According to
the latest report by IDC, CloudHub was ranked No.1 in multiple categories including
technical sophistication, large-scale enterprise market and comprehensive ranking.
Looking ahead, we are committed to building Kingdee CloudHub into the No.1 brand of
mobile office platform in China.

2015 was also a year of developing for Kingdee's Enterprise ERP. With continuous
innovations in ERP+ solutions to create superior user experiences and congregate the
Kingdee Big Data open platform, total revenue regained growth. Kingdee's Enterprise
ERP business has maintained its No.1 position in China's ERP market for SMEs for 11
consecutive years. The partnership between Kingdee's ERP Cloud and Amazon's AWS is
vital in facilitating the entry into the new Cloud services market targeting middle to large
enterprises. Looking ahead, we are committed to building Kingdee Cloud ERP as the
No.1 brand in China.

2015 was also a year of innovation for Kingdee Cloud services for small and micro
enterprises and Kingdee financial data services. We launched “A-Free”, a one-stop
accounting service platform for small and micro enterprises. The platform adopts a
sharing economy model built on 8 years of extensive experiences in Finance Cloud on
the youshang.com. Looking ahead, we are committed to becoming the leading provider
of Cloud services and financial data services for small and micro enterprises.

In 2015, Kingdee launched many strategic initiatives, including the infrastructure
software, Mobile Internet Hospital, Express Data Cloud, Automobile 4S Cloud and Big
Data Cloud Platform. We have also forged strategic partnerships with many industry
giants including JD.com, Amazon, Kingsoft, Taiji and Guosen Securities. Additionally,
we have established numbers of Internet companies, leveraging external investments to
reshape the enterprise Cloud world.
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CHAIRMAN’S STATEMENT
ERE®mE

Outlook

The Internet+ transformation is taking place across all industries with one common
mission — Internet+ management. Looking ahead, we will continue to invest in Kingdee's
Cloud business, including the mobile office platform, ERP Cloud, Finance Cloud,
Express Data Cloud, Mobile Internet Hospital and Internet Finance. We are dedicated
to constructing a complete Kingdee ecosystem, optimizing the user experience of our
products and services and providing a new generation management tools and services to
create value for our clients.

Kingdee has built a large database of small and micro enterprises over the past 23
years. In the wave of entrepreneurship and innovation by the general public, Kingdee
will hold high the entrepreneurship spirit to make continuous breakthroughs in our
business growth. We firmly believe that Kingdee is not only a provider of new generation
management tools, but also a leading provider of value-added services for the next
generation enterprises.

Acknowledgement

| myself, as representative of the board of directors, would like to take this opportunity
to sincerely acknowledge the continuous hard work, valuable passion and contribution
of all our Kingdee employees, who are always open-minded, passionate, devoted and
team-oriented to build Kingdee a great company over the past 23 years. | would also
like to extend my gratitude to our shareholders/stakeholders for their continuous trust,
support and firm confidence. We are honored to stand shoulder-to-shoulder with you to
build and grow the vibrant and prosperous enterprise ecosystem.

Chairman of the Board
Robert Xu

16 March, 2016, in China
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWED N

1 Financial Highlights

The Group further increased its investment in the Mobile Internet transformation and
achieved rapid growth in the mobile office platform and Cloud ERP businesses in
2015. The ERP business maintained steady momentum. The Group has made major
breakthrough in establishing strategic alliances and capital cooperation. During the
reporting period, Kingdee formed strategic partnerships with a number of industry
leaders including JD.com, Kingsoft and Amazon, in an effort to collaboratively fulfill
the strong demand arising from the enterprise mobile internet transformation market.
Cloud-computing has generated longer-term growth momentum to Kingdee.

Revenue

For the year ended December 31, 2015, total revenue was RMB1,586,224,000, compared
to RMB1,546,517,000 in 2014, an increase of 2.6% year-on-year. The revenue generated
from ERP business was RMB1,395,250,000, compared to RMB1,440,492,000 in 2014,
a decrease of 3.1%. Revenue from Cloud services increased significantly by 80.1%
year-on-year to RMB190,974,000, as compared to RMB106,025,000 recorded in 2014.

Gross Profit

During the reporting period, the Group’s gross profit was up by approximately 1.3% to
RMB1,292,129,000, compared to RMB1,275,830,000 in 2014. Gross profit margin was
approximately 81.5% (2014: approximately 82.5%).

Profit

For the year ended December 31, 2015, profit attributable to equity holders was
RMB105,766,000, compared to RMB197,048,000 in 2014. Net profit margin was 6.7%,
compared to 13.0% in 2014. Basic earnings per share was RMB3.82 cents, compared to
RMB7.70 cents in 2014.

Loss on bad debts

During the reporting period, the Group made provision for loss on bad debts of trade
receivables of RMB62,803,000 (2014: reversal of RMB3,668,000). In view of its
significantly mounting receivables and in order to exercise control over credit risk, the
Group conducted extensive individual assessment on its receivables, increased efforts
in settlement work and made provision for bad debts in a prudent manner. The Group
is proactively taking measures to strengthen the recovery and management of trade
receivables, and continues to increase efforts to recover the receivables which have been
provided for bad debts.

- ERMERH
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Income tax expense

During the reporting period, the Group recorded income tax expense of RMB56,748,000,
representing a year-on-year increase of RMB31,263,000 or approximately 122.7%.
In 2014, the current and deferred income taxes of Kingdee Software (China) Co.,
Ltd., our principal operating subsidiary, were calculated at 10%, being the corporate
income tax rate enjoyed by national important software enterprises. Given that such
qualification expired in 2015, the Group is now proactively communicating with the
competent tax bureau and relevant state authorities in respect of the application for new
qualifications and certification.Under the principle of prudent estimation and based on
the management's estimation, the current and deferred income taxes of Kingdee Software
(China) Co., Ltd. for the year were calculated at 15%, being the corporate income tax
rate enjoyed by National High-Tech Enterprises.

Cash Flow

For the year ended December 31, 2015, the Group’s net cash generated from operating
activities increased 9.8% year-on-year to RMB556,440,000 (2014: RMB506,678,000).

2 Sub Business Reporting
I. Kingdee Management Software Business
(1) SME Market

During the reporting period, IT investment by medium-sized firms slowed due to the
short-term impact of China's macroeconomic environment. Meanwhile, there was strong
demand from small to micro-sized enterprises as a result of the national policy to
promote the “Entrepreneurship and Innovation by the Public”.

In 2015, the Group’s“ERP+" 020 solutions have established dynamic partnerships with
well-known companies, including JD.com and S.F. Express, to develop applications for
the mobile internet market and launched an integrated management solution for SMEs.
Kingdee has become the preeminent Cloud services and software brand for SMEs.

During the reporting period, Kingdee was ranked No.1 in the SME software market in
2014, capturing the largest market share for 11th consecutive years, according to the
renowned IDC PRC Semiannual Enterprise Applications Tracker 2H'2014 report.
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(2) Large and Medium-sized Enterprise and Industry Market

During the reporting period, China’s State Council launched the “Made in China 2025
initiative. The Group effectively leveraged the emerging opportunities from technical
innovations and industrial transformations to expand the coverage of high value
customers and achieved outstanding results.

During the reporting period, the EAS revenue healthily increased by 11% YoY. Kingdee
won contracts from industry leading companies as well as large and medium-sized
enterprises including Shanghai International Port, Huawei, Anta Sports, CRRC Zhuzhou
Electric Locomotive, Kunming Pharmaceutical Group, Shenyang Water Group, VTR
Bio-Tech. Revenue from the EAS centralized financial resource management solutions
tripled from 2014. To address the needs to improve internal efficiency and enhance
synergies with external resources for large enterprises, Kingdee focused on strengthening
the competitiveness of its centralized financial resource management solutions, which
effectively help improve the overall management capabilities of enterprise customers.

(3) International Business

During the reporting period, the Group introduced its EAS solutions to the financial
services industry and successfully signed contracts with a number of financial
institutions including CMB International Capital Corporation (CMBI) and SPDB
International. To conform with the domestic consumption trend as well as to cater to
the increasing number of foreign retail enterprises entering into the Chinese market,
the Group actively promoted its EAS retail solutions. Kingdee successfully signed
contracts with large shopping malls including Florentia Village. In light of the booming
development of OTO and cross-border e-commerce, the Group launched K/3 Cloud as
the cross-border e-commerce solution and successfully won contracts from Maxter and
other cross-border e-commerce projects.

Il. Kingdee Cloud Services Business
(1) Mobile Office Cloud

During the reporting period, the number of registered enterprises or organizations on
Kingdee CloudHub exceeded 1,000,000, and the total user count exceeded 10,000,000,
maintaining its leading position in the Mobile Internet market in China. CloudHub
established strategic partnerships with Kingsoft, DiDi Taxi, Agora, Coremail and other
players, enhancing the experience of “light applications” and the connectivity between
enterprise IT systems and individual users. The Group aimed to develop a complete
ecosystem for mobile office. At the same time, “CloudHub-Tribe” was launched on the
WeChat platform, which significantly increased the number of users.

The demand for Mobile Internet transformation by large enterprises has been growing
rapidly. Kingdee successfully renewed contracts with Haier, Vanke and other large
corporations, while adding many new big names including the State-owned Assets
Supervision and Administration Commission (SASAC), China Merchants Group, Yunnan
Tobacco, Tongji University, Guangdong PISEN Electronics and Shanxi Xifeng Liquor,
further strengthening Kingdee’s position as the largest mobile office platform in China.
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(2) Cloud ERP

Leveraging on the rapid growth of global Cloud infrastructure for Chinese enterprises,
especially for manufacturing companies which need sophisticated IT Cloud deployments,
Kingdee reached a strategic agreement with Amazon Web Services with its position as
an open Cloud ERP platform to enhance interoperability of the industrial chain. As the
service features “on demand, flexible and pay by usage”, Kingdee Cloud ERP was well
received by customers. The number of paying enterprises increased by more than 200%,
and Kingdee won contracts from industry leaders including Hebei Yangyuan ZhiHui
Beverage, Haoxiangni Jujube, Ganten, Shuhua, Jiangsu Lung Poon Technology and
Huitouke Food.

(3) Finance Cloud for Small and Micro Enterprises

During the reporting period, Kingdee officially launched its “A-free” book keeping
services platform and targeted to develop “A-free” into the largest one-stop accounting
& taxation services platform for small and micro enterprises based on the sharing
economy business model. Kingdee “A-Free” was developed based on Kingdee's 23
years of business management experience and 8 years of Finance Cloud services
experience through Youshang.com. The Group was able to consolidate the resource of
more than 2000 professional bookkeeping service firms and help micro enterprises to
obtain professional bookkeeping services as well as provide payment guarantees for
bookkeeping services.

During the reporting period, the number of registered users of online SaaS increased
more than 60% year-on-year and the SaaS revenue increased over 70% year-on-year.
The revenue from indirect channel business exceeded 100%, and the retention rate
among paying users exceeded 75%. Kingdee WISE Note also maintained its position as
the largest free Cloud+ client software platform in China, with over 3.3 million users,
and remains the unrivaled leader in the Cloud services market for small and micro
enterprises.

(4) Internet Finance

During the reporting period, working with many financial institutions including MyBank,
Ping An Bank, Bao Shang Bank and Han Hua Microcredit, Kingdee Internet Finance
utilized the authorized operating data of SMEs and help them to increase credit.

Ill. Business of Major Subsidiaries
(1) Mobile Internet Hospital Service

During the reporting period, Kingdee Medical launched its “Cloud+4 Applications”
mobile Internet hospital business and related products (Cloud platform, mobile services
platform, mobile working platform, mobile e-commerce supply chain platform and
next-generation digital hospital system), creating an open mobile service platform
for patients and functions as a bridge to connect to hospitals. It has greatly enhanced
the accessibility to hospital services for patients and shortened the distance between
hospital and patients to just “the last meter”. Kingdee Medical signed contracts with 240
hospitals, with over 1.82 million users and the number of transaction volume reached
over 3.2 million times. Meanwhile, Kingdee Medical established the Foshan Regional
Digital Medical Records Database, the first digital medical records database in China,
covering 2.5 million patients and 2.8 million copies of digital medical records.
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(2) Cloud Infrastructure Software Business

During the reporting period, the Chinese government issued the Outline of National
Action for Facilitating Big Data Industry Development, highlighting the direction of
next generation of IT development. The demand for basic software from the central
government, ministries, smart cities, tobacco and military sectors was strong. Kingdee
Middleware seized the opportunity and launched the “Internet+ New-generation Software
Infrastructure”, integrating its core products with the implementation of big data, Cloud
computing, Internet of Things and smart cities. Kingdee Middleware actively promoted
the strategic partnership between upstream and downstream integrators and set up
the “National Security Brand Alliance” with a number of large system integrators. The
company also partnered with domestic mainstream IT hardware and software companies
to set up the “Industry Alliance of Domestic Host Systems”. The above efforts helped
promote the standing of the Group in the industry, supporting the industry to make
continuous achievements in independent innovation and information security.

(3) Express Delivery Cloud Business

Kuaidi 100 is the largest query and services platform for express delivery and logistics
in China. During the reporting period, the number of queries processed by Kuaidi 100
reached 13.5 billion. Individual business maintained a steady growth, while enterprise
business recorded a robust gain. Efforts are put into the express delivery service for
continuous innovations. The APP products were well received by the market with good
user experience and promising prospects.

(4) Automobile 4S Cloud Business

During the reporting period, Kingdee and Xiamen ITG Group co-founded the Kingdee
Automobile Network Technology Co. Ltd. Leveraging the combined strengths in
technology and resources from both parties, the company will actively explore the
opportunities of strategic cooperation in the automotive, financial services and other
related fields. Through the innovative business model of ERP + Cloud services, the
company will facilitate the mobile Internet transformation of the traditional automobile
business. It will also support Kingdee's automotive products to maintain its leading
position in the Chinese automobile management software and Cloud services market.
Currently, nearly half of China’s top 100 auto dealers utilize Kingdee’s products. Kingdee
has been ranked No.1 in terms of market share in the high-end auto market for five
consecutive years.

3 Organization and Human Resources

During the reporting period, the Group adopted a human resources management strategy
that highlights “motivation, introduction and development”. The Amoeba management
model was adopted by business units. Key professionals benefited from increased stock
options and share award plans. The Group continued to hire younger employees born
after 85's and 90's, who made up 47% of the total work force, while simultaneously
hired more high value professionals to support the successful execution of the corporate
strategy.
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4 Corporate Social Responsibility

During the reporting period, the Group and China’s top business schools jointly extended
their sponsorship for the 8th consecutive year for the Chinese Management Excellence
Awards. The aim of Kingdee’s sponsorship is to work together with leading organizations
to build an “operation — learning — research” platform to promote excellent business
practice and modern enterprise management in China.

During the reporting period, the Group continued to strengthen its cooperation with
higher education institutions. The Group built an innovative mobile intelligence model
with Tongji University, exploring the influence of Internet+ in the transition of university
administration, teaching and research. The Group worked with 60 well-known universities
to jointly set up education centers, joint labs, domestic foundation software training base
and technical centers to train potential engineers of foundation software development.
These universities include Southwest Jiaotong University, Capital Normal University,
Yunnan University of Finance and Economics, and South China University of Technology.

During the reporting period, the Group continued to provide philanthropic support to
organizations such as One Foundation, promoting the healthy development of China’s
philanthropy efforts.

5 Business Outlook

The “Internet+” strategy is driving the transformation of China’s enterprises. The model of
“Internet+ Management” has motivated enterprises to change their traditional mindset of
managing businesses and products to be able to enhance their competitiveness. Kingdee
is well positioned to quickly address the new drivers of economic growth and transform
the product management, marketing management and innovative capital management to
be Cloud-based.

Today, the demand of Internet+ for enterprises is strong with millions of enterprises
in China working towards transformation and upgrading. The Group will continue to
update and transform to the new business model of mobile Internet, and innovatively
increase the investment in Cloud computing and Cloud services. The Group’s strategic
partnerships with JD.com, Kingsoft and Amazon have been reflected in our business
performance, which established a powerful infrastructure for the alliance of the
Cloud-based business and the enterprise Internet ecosystem.
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DIRECTORS
Executive Directors

Xu Shao Chun, aged 53, 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
Shaochun was awarded frequently. He has been award “World Indigenous Entrepreneur
Award of the United Nations”, “10 Outstanding Youths of China's Software”, “10
QOutstanding 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”.

Chen Deng Kun (BREZE ), aged 39, an Executive Director of the Company. Mr. Chen
graduated from Anhui University of Finance and Economic with a bachelor degree
in management, an EMBA degree from China-Europe International Business School
(CEIBS). Mr. Chen is a member of the Association of Enterprise Architect (AEA) in USA,
a member of the Association of Charted Certified Accountant (ACCA) in UK, a member of
the Chinese Institute of Certified Public Accountant (CICPA). Mr. Chen also participated
in policy making proposal for local legislatures as a member of National People’s
Congress in Nanshan District of Shenzhen. Mr. Chen is now serving as adjunct professor
at Zhongnan University of Economics and Law, Anhui University of Finance and adjunct
social mentors for masters. Mr. Chen joined the group in 2000, and has been held
important positions as head of Audit Department, Assistant President, Chief Human
Resources Officer and Chief Financial Officer.

Yang Jian (# &), aged 39, an Executive Director of the Company(resigned as
executive director on 16 March 2016). Mr. Yang graduated from Guangdong University
of Business Studies with a bachelor degree in economics in 1999 and obtained another
bachelor degree in law from China University of Political Science and Law. After
joining Kingdee Software in 2003, he has been engaged in the areas of Audit, Finance,
Operation, IT, Administration Management. Mr. Yang has extensive experience in
management and is a capable leader.
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Lin Bo (#Fi%), aged 43, an Executive Director of the Company(appointed as executive
director on 16 March 2016). 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 Director

Dong Ming Zhu (ZEBA®E), aged 61, a Non-executive Director of the Company. Ms.
Dong obtained a Master Degree of Business Administration from Zhongnan University
of Economics and Law. She is now the chairman of the board (“COB”) of Zhuhai Gree
Group Co. Ltd., the COB and President of Gree Electric Appliances, Inc. of Zhuhai Co.,
Ltd. (the subsidiary of Zhuhai Gree Group Corp.) 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”.

Chen Zhang (3&/&), aged 51, a Non-executive Director of the Company, is currently
a Senior Vice President with JD.com Inc., where he serves as the Head of Research and
Development for JD Mall* (FRE ). Mr. Zhang has over 20 years of experience
in software development and management. Prior to joining JD.com Inc., he was the
president of the Global Research and Development Centre of Yahoo Beijing. In this role
he was responsible for the development of many of Yahoo's core global products, such
as its science driven advertising and personalisation platforms, and mobile and cloud
platforms. He worked with Yahoo for a total of 18 years, during which time he was
responsible for the development of Yahoo Messenger. He earned a master's degree in
Computer Science from Indiana University Bloomington in 1991,
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Independent non-executive Directors

Gary Clark Biddle, aged 64, an Independent Non-executive Director of the Company.
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 GEIBS (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 and a
remuneration committee member at closely-held Chinachem Group.

Wu Cheng (5R3®), aged 76, an Independent Non-executive Director of the Company,
a professor of the Department of Automation of Tsinghua University and an academician
of Chinese Academy of Engineering. Mr. Wu is also the Dean of State CIMS Engineering
Technical Research Center. Mr. Wu graduated from the Department of Electrical
Engineering, Tsinghua University of undergraduate course in 1962 and graduate course
in 1966. He had been doing post doctorate researches in USA from 1981 to 1983. Mr.
Wu has participated in CIMS projects of 863 Program, and has been appointed as the
leader of CIMS expert group and chief scientist in automation field. He has received a lot
of awards for his contributions to the technology development in the PRC.

Liu Chia Yung (I3 %), aged 57, 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.
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COMPANY SECRETARY

Chow Chan Lum (8B¥&#¥), aged 64, 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 Maoye International
Holdings Limited and CEC Holdings Company Limited, and has been an independent
non-executive director of China Aerospace International Holdings Limited from 2002 to
2012 and Pak Tak International Limited from 2002 to 2014.

SENIOR MANAGEMENT

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

Chen Deng Kun (BEE 1), Senior Vice President of the Company — see the paragraph
under “Executive Directors” above.

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

Sun Yan Fei (FRREFR), aged 42, Executive Vice President of Kingdee China. Mr. Sun
is mainly in charge of the ERP 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 appoint 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.

Tian Rong Ju (E& ), aged 44, Senior Vice President of Kingdee China and
Chief Technology Officer of Kingdee China. Mr. Tian is mainly in charge of R&D of the
Company. Mr. Tian graduated from Chongging Yuzhou University. He has abundant
experience in program, design, research and relevant profession in Chinese management
software. After Mr. Tian joined the Company in 1999, he has been in charge of products
program, research, development and testing.

Zhang Yong (E58), aged 41, 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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REPORT OF DIRECTORS
EEEHRS

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 2015.

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 “Walk on ZHENGDAO (right track)
and Walk by WANGDAO (noble way)” as its core values, “User-first, Small, Beauty, Fast”
product and service belief, the Company is providing software products Cloud Services
for over six million corporate, hospitals and government organizations worldwide.

The total revenue and profit attributable to the equity holders of the Group for the year
ended 31 December 2015 were RMB1,586,224,000 and RMB105,766,000, respectively.
Of such revenue, approximately 88% was derived from the sales of ERP business and
approximately 12% was derived from the Cloud services business. For details, please
refer to the consolidated income statement set out on page 58.

The Group has established three software parks which are located in Shenzhen, Shanghai
and Beijing, respectively. As at 31 December 2015, the Group had nearly 53 branches
mainly engaging in marketing and service and had approximately over 2,600 cooperation
partners providing consultation, technical support, implementation services and
distribution of its products and after-sale services to the customers of the Group.

Results and Final Dividends

The performance for the year ended 31 December 2015 are set out in the consolidated
income statement on page 58. The Board of Directors (the “Board”) does not recommend
the distribution of a final dividend of the year ended 31 December 2015 (2014:
HKD0.015).
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Distributable Reserves

As at 31 December 2015, the retained earnings of the Company attributable to equity
holders were approximately RMB949,550,000 (2014: RMB873,784,000).

Closure of Register

The register of members of the Company will be closed from Thursday, 5 May 2016 to
Tuesday, 10 May 2016 (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
annual general meeting of the Company (the “AGM”) that is going to be held on 10
May 2016, 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 Room 1712-1716, 17th
Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong not later than 4:30 p.m. on
Wednesday, 4 May 2016.

Bank Borrowing

Details of bank borrowing for the year ended 31 December 2015 are set out in Note 22 to
the financial statement.

Reserves

Details of movements in the reserves of the Group for the year ended 31 December 2015
are set out in the consolidated statement of changes in equity on page 60.

Fixed Assets

Details of movements in the fixed assets of the Group for the year ended 31 December
2015 are set out in Note 7 to the financial statement.

Interests of the Directors in Contracts

None of the Directors had any direct or indirect material interests in any contracts of
significance to the business of the Group to which the Company or any of its subsidiaries
or fellow subsidiaries was a party at any time during the year ended 31 December 2015.

Pre-emptive Rights

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

Details of the movements in share capital of the Company for the year ended 31
December 2015 are set out in Note 18 to the financial statements.

o Purchase, Sale or Redemption of Shares

During the reporting period ended 31 December 2015, save for the purchase
of 10,714,000 shares of the Company on the open market for an aggregate
consideration of HK$28,187,000 pursuant to the Company’s Share Incentive
Scheme as announced by the Company on 25 March 2009, neither the Company,
nor any of its subsidiaries, had repurchased, sold or redeemed any of its listed
securities.

Material Acquisition and Disposal

There was no material acquisition and disposal during the year ended 31 December
2015.

Outstanding share options under the 2001 Scheme, 2002 Scheme,
2005 Scheme and 2015 Scheme

The share option scheme was 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.

Pursuant to the share option scheme of the Company adopted on 30 January 2001
(the “2001 Scheme”), an aggregate of 6,880,000 share options were granted, of
which 4,010,000 share options were exercised, 2,870,000 lapsed and none remained
outstanding as at 31 December 2015. As no share option granted under the 2001
Scheme was outstanding, the number of share options was not adjusted as a result of the
bonus issue of shares of the Company effective on 9 May 2011 (the “Bonus Issue”).

Pursuant to the share option scheme of the Company adopted on 26 April 2002 (the
“2002 Scheme”) and the adjustment made thereto due to the Bonus Issue, an aggregate
of 232,620,000 share options were granted, of which 126,523,120 share options were
exercised, 106,096,880 lapsed and none remained outstanding as at 31 December 2015.
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Both the 2001 Scheme and 2002 Scheme were terminated by the Company on 30 June
2005. Pursuant to the share option scheme of the Company adopted on 11 July 2005 (the
“2005 Scheme”) and the adjustment thereto due to the Bonus Issue, the Company had
granted 529,501,600 share options, of which 207,500,715 share options were exercised,
95,874,006 lapsed and 226,126,879 remained outstanding as at 31 December 2015.

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 the validity period of ten years. As at 31 December 2015, the Company
had granted 40,000,000 share options pursuant to the 2015 Scheme, of which no share
option were exercised, no share options lapsed and 40,000,000 share options remained
outstanding. According to the scheme mandate limit of the 2015 Scheme as approved at
the annual general meeting of the Company on 8 May 2015 (being 259,264,096 share
options) less the 40,000,000 share options granted by the Company since the approval,
the Company may further grant 219,264,096 share options (including the lapsed share
options since the refreshment), representing approximately 7.51% of the issued share
capital of the Company as at 31 December 2015.

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-gxecutive 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 or an independent
non-executive director of the Company, 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 connected persons of
the Company must abstain from voting in favour at such general meeting.

The granted options can be exercised during the validity period of 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 EREZTHEHESSET  BEASEATH=
than the highest of (i) the closing price of the shares of the Company as stated in the E7& 5% (\AAARMAREEER (BEAX S
daily quotation sheet of the Stock Exchange on the date of grant, which must be a trading ~ B) 7B 8 B RERFIH 2 H1E : ()R 2 FHK
day; (ii) the average closing price of the shares of the Company as stated in the Stock ~MHREERHERMAAR S BEMIFEERER
Exchange’s daily quotation sheets for the five trading days immediately preceding the — Fi%llZz FHUHE  R(i)AARRGD 2 EE

date of grant; and (iii) the nominal value of the shares of the Company.

Details of the share options granted under the 2001 Scheme, 2002 Scheme, 2005 RE-TT—F:tE  —TT-F:3 —TTHEF
Scheme and 2015 Scheme are set out in Note 21 to the financial statements and are 2R _-_E—RFHEANE FLERET BN RE

included in the table as follows: WAREOMBREM TN RAWT
Options Options Options
granted exercised lapsed Options
Exercise  Options held during the during the turing the held at
Exercise price  at1January reporting reporting reporting 31 December
Grant Date  period HK$ 2015 period period period 2015
RIS-1%
Name or RZB-1F gEUA gE0A BEOA +ZA
category of fiER®E —A—HZ R TR 3 GO -4
participants REHSZHEEN REAY  TEHR #n  WRENE BRESE  BEEBE  WEERE  BRERE
Directors ¢
XuShao Chun (1) 184 % (HizH1) 02/04/2013  02/04/2013- 1.308 2,800,000 - - 2,800,000
01/04/2023
Oriental Gold Oriental Gold 23/04/2010  23/04/2010- 2592 2,400,000 - - - 2,400,000
Limited (1) Limited (Fr3E1) 22/04/2020
30/032012  30/03/2012- 187 2,500,000 - - - 2,500,000
29/03/2019
23/0402014 23/04/2014- 2.66 2,500,000 - - - 2,500,000
2210412024
12/05/2015  12/05/2015- 48 - 2,500,000 - - 2,500,000
11/05/2025
Yang Jian ol 26/04/2006  28/04/2006- 0.5438 336,000 - - - 336,000
2710412016
01/08/2008  01/08/2008- 14584 120,000 - 120,000 - -
31/07/2018
17/09/2009  17/09/2009- 1147 180,000 - - - 180,000
16/09/2019
23/04/2010  23/04/2010- 25917 360,000 - - - 360,000
2210412020
16/03/2011 16/03/2011- 4275 400,000 - - - 400,000
15/03/2021
30/032012  30/03/2012- 187 700,000 - - - 700,000
29/03/2019
20082012 22/08/2012- 115 2,000 - - - 2,000
21/08/2019
2003/2013  22/03/2013- 134 400,000 - 200,000 - 200,000
211032023
02/0472013  02/04/2013- 1.308 300,000 - 150,000 - 150,000
01/04/2023
12/05/2015  12/05/2015- 46 - 800,000 - - 800,000
11/05/2025
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Options Options Options
granted exercised lapsed Options
Exercise  Options held during the during the during the held at
Exercise price  at 1 January reporting reporting reporting 31 December
Grant Date  period HK$ 2015 period period period 2015
A=F-1F
Name or A_E-1F gEGA gEMA HEHA +ZR
category of fiEE® —B—-HZ idul:sl fT{ERY %48 =t+-AZ
participants RENSEEEN MHAN  TEIE BT HBRERE WRESE BREBE WREXE  BRESE
Directors 1
Chen Deng Kun BRE 04/05/2006  04/05/2006- 0.548 5,520,000 - 1,200,000 - 4,320,000
03/05/2016
08/06/2007  08/06/2007- 1507 3,264,000 - - - 3,264,000
07/06/2017
01/08/2008  01/08/2008- 1.458 2,400,000 - - - 2,400,000
3110772018
23/04/2010  23/04/2010- 2592 960,000 - - - 960,000
22/04/2020
16/03/2011 16/03/2011- 4275 960,000 - - - 960,000
15/03/2021
30/03/2012  30/03/2012- 187 1,300,000 - 975,000 - 325,000
29/03/2019
20032013 22/03/2013- 134 400,000 - 200,000 - 200,000
21/03/2023
02/04/2013  02/04/2013- 1.308 300,000 - 150,000 - 150,000
01/04/2023
1200502015 12/05/2015- 46 - 300,000 - - 300,000
11/05/2025
Gary Clark Biddle  Gary Clark Biddle 08/06/2007  08/06/2007- 1507 480,000 - - - 480,000
07/06/2017
30/032012  30/03/2012- 187 300,000 - - - 300,000
29/03/2019
20032013 22/03/2013- 134 200,000 - - - 200,000
211032023
12/05/2015  12/05/2015- 46 - 200,000 - - 200,000
11/05/2025
Wu Cheng RE 30/032012  30/03/2012- 187 200,000 - 200,000 - -
29/03/2019
20032013 22/03/2013- 134 200,000 - 100,000 - 100,000
211032023
12/05/2015  12/05/2015- 46 - 200,000 - - 200,000
11/05/2025
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Options Options Options
granted exercised lapsed Options
Exercise  Options held during the during the during the held at
Exercise price  at1 January reporting reporting reporting 31 December
Grant Date  period HK$ 2015 period period period 2015
R-B-5%
Name or RZS-1% BEGR ﬁs_mm BEER +=A
category of fieE® —-A—-AZ R Eigid: %uM  =+-Hz
participants BENSHEEN BHAY fTERR #r  BRERA RRERA RRERE RRERE BRERE
Directors B
Dong Ming Zhu ERL 2/03/2013  22/03/2013- 134 200,000 - - - 200,000
21/03/2023
120052015 12/05/2015- 46 - 200,000 - - 200,000
11/05/2025
Liu Chia Yung A5% 120052015 12/05/2015- 46 - 200,000 - - 200,000
11/05/2025
Other employeesin -~ E g 4% 251,629,579 35,600,000 51,889,700 - 235,339,879
aggregate
Total At 281311579 40,000,000 55,184,700 - 266,126,879
Note: BisE

(1) Mr. Xu Shao Chun, the Chairman of the Board 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 was adopted by the Company to provide incentives and reward
the contributions of certain employees and directors of the Group.

The Company approved the adoption of the Share Award Scheme on 4 December
2015. The Share Award Scheme shall be valid and effective for a period of 10 years
commencing on the Adoption Date. The Board may, from time to time, in its absolute
discretion, select the Selected Participant(s) after taking into various factors as they deem
appropriate and determine the number of Award Shares to be awarded to each of the
Selected Participants. The Awarded Shares will be comprised of Shares subscribed for
or purchased by the Trustee out of cash arranged by the Company out of the Company’s
funds to the Trustee and be held on trust for the Selected Participants until such Shares
are vested with the Selected Participants in accordance with the provisions of the Share
Award Scheme. The Trustee in general shall not exercise the voting rights attached to
the Shares, unless the Trustee at its discretion considers that it shall so vote in respect
of any Shares held by it under the Trust and the Company will not give direction to the
Trustee in relation to voting.

(1) Easy Key Holdings Limitedii A 7] E & X E R 1TH A
BRIV EREREEA - H2EEROrental Gold
Limited &Billion Ocean Limited ©

B 7 8% Wh &t )
ARBRABD RE A B AR GBI R R A
ETEERESHENER -

R-Z-RF+-AMA  ARFSHERBER 2
BEE - ARHARIE - SR SRZERERRAE
MEZERZRA TS 2ENERERELAE VB
ARTEEE2EENRBRNEE - RERNHKE
BXAANERAEARFBEFEERTTEALEENRE
RBZBEORD - XEABNERFAREES R
ERERBRYD  EEXSROREBEROZEI0
BEXRBTREZEERIL - REA-RIBTER
DHBNRAE  BEXTARBERBERRARE
ERABENEAROHETRR  EXRAHIERE
RAZFEAEHEMIET
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The Board shall not make any further award of Awarded Shares which will result in the
nominal value of the Shares awarded by the Board under the Scheme exceeding 3% of
the issued share capital of the Company from time to time. For the avoidance of doubt,
the 3% provided above shall exclude any Shares which have been vested in Selected
Participants. The maximum number of shares which may be awarded to a Selected
Participant under the Scheme in any twelve (12)-month period shall not exceed 1% of
the issued share capital of the Company from time to time.

Where any grant of the Award Shares is proposed to be made to any Selected Participant
who is a Director (including an independent non-executive Director), the Company will
also comply with the applicable requirements of Chapter 14A of the Listing Rules in
respect of granting the Award Shares to a connected person of the Company.

As at 31 December 2015, the Company had granted 5,300,000 shares pursuant to the
Share Award Scheme and out of which, 1,300,000 Awarded Shares were granted to the
directors of the Company, details of which are as follows:

WE—SRHORBENEEHESTEREFIREAN
BN EEERBARRATEDETRALNN  BES
ETRE—SRHEBRD - RRARR - AERTE
H3%R TN ERFREMCHE TRR2EENRD - R
B ENERT —(1)EARRIR TSR EES R
ENRD ERNGHRARARTREETRAN% -

WEZERIANSAES (BEBUFHTES) ME
B2EERHEMEBBRYD - ARFAFHET LTR
RISVAERHASRBBEA TR T RERNNE
FAARTE

BE-ZT-AF+-A=1+—HLEE " KRFAE
IR AR 17 B2 ED =+ B £ 515,300,0008% SEEIAR 1 - E
11,300,000 BB K E FARAES - BHFEN
T

As at As at

1 January Granted within  Vested within 31 December
2015 the year the year 2015 Grant Date

A _E-HF +=A
Name of Director EENE —A—H SRERH FAEEE =+-H & A8
Xu Shao Chun "o& - 1,000,000 - 1,000,000 25/12/2015
Yang Jian i - 300,000 - 300,000 25/12/2015

Directors E®

The composition of the Board for the financial year ended 31 December 2015 and up to
the date of this report was as follows:

Executive Directors

Mr. Xu Shao Chun (Chairman, President and Chief Executive Officer)

Mr. Chen Deng Kun (Senior Vice President)

Mr. Yang Jian (resigned as Executive Director on 16 March 2016)

Mr. Lin Bo (Chief Financial Officer, appointed as Executive Director on 16 March 2016)

Non-executive Director

Ms. Dong Ming Zhu
Mr. Chen Zhang (appointed as Non-Executive Director on 26 May 2015)

Independent non-executive Directors
Mr. Gary Clark Biddle

Mr. Wu Cheng

Mr. Liu Chia Yung
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In accordance with Article 116 of the Articles of Association, Mr. Xu Shao Chun as
an Executive Director, Mr. Gary Clark Biddle and Mr. Liu Chia Yung as independent
non-executive Directors would retire by rotation at the AGM, and would offer themselves
for re-election as directors of the Company at the AGM. In addition, pursuant Article 99
of the Article of Association, Mr. Lin Bo as an Executive Director and Mr. Chen Zhang
as a Non-executive Director shall hold office until the AGM and shall be eligible for
re-election at the AGM. No Director proposed for re-glection at the AGM had entered into
a service contract with the Company which was not terminable by the Company 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.

Change of Information of Directors and Senior Management
Mr. Chen Zhang was appointed as Non-executive Director on 26 May 2015.

Mr. Yang Jian resigned as Chief Financial Officer on 1 January 2016.

Mr. Lin Bo was appointed as Chief Financial Officer on 1 January 2016.

Mr. Yang Jian resigned as Executive Director on 16 March 2016.

Mr. Lin Bo was appointed as Executive Director on 16 March 2016.

Save as disclosed above, there are no other matters that need to be disclosed pursuant
to Rule 13.51B(1) of the Listing Rules.

REAREHKERMAEN ATESFRIEE
K~ B IETE SGary Clark Biddlest £ RBIR%E Sk
ERREERRBFASHESE IREER—€
HALBREERARES - B READAERE
9 MITEEMREERFFRTESRREE R
TEERERFRBFAERL  IYRA-EZLAE
REBERER - AWEREFATAANEAME
RAZ A ETLNARBR—FRE A NFEXN
B OZERERN) RBAL -

BRE(EREHARIMBERARAFEFLTRAN (L
TR E313% - AR R ERBLFNTE
SHARBIME ERER - ARAIRSARELIF
HITERHBBELAL -

EFERETEHEE
RELE  R-B-LFRA-TRARREEEAA
AIFFITES 2B -

BREE  R-Z-—"F-A-BBEARAR AR
BB

MREE  R-F-RE-A—-BRRETARAE
FERBE 2B -

BREE  RZE—R"FZ AT ABEERRTMT
BB -

WREE  RZE—REZRA T ARGBEERAT
RITEF 2B -
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Directors’ and Chief Executive’s Interests or Short Positions in the ZERBETHRABRKEG HRBRCRES
Shares, Underlying Shares or Debentures HEREXE

As at 31 December 2015, the interests and short positions of the Directors and RZZE—RE+-A=+—8 ARAGUEZELE
chief executive of the Company in the shares, underlying shares and debentures of HTHASEADNFSEEEEE (ExE(EHER
the Company and its associated corporations (within the meaning of Part XV of the — HI&E &) (FHEMENE) ([B5 R EEEH])
Securities and Futures Ordinance (the “SFO”)), which will be required to be notified to  SEXVERD) E981D  BRARL (7 Sk BEREE D AT RIE
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the ~ ZE5REEEMEXVEHETREENRTE R BEANR
SFO or which will be required, pursuant to Section 352 of the SFO to be entered in the ~ AFMEBE LT - SR EZES LSS F352105
register referred to therein, or which will be required to be notified to the Company and  #EEEEFE 2 B Mok - FRE R ANt
the Stock Exchange pursuant to the “Model Code for Securities Transactions by Directors ~— + 2 ( AR ESZETEL T HMEES B ([12
of Listed Issuers” (the “Model Code”) as set out in Appendix 10 to the Listing Rules,  £<F8I]) 8935 T BB @ AR R M E AR 2 1

were as follows: mIARIAT
Long positions in shares/underlying shares of the Company FATRG AR BRZES
Number of shares/ Percentage of
underlying shares issued share
(where appropriate) Types of interests capital
Bip®E
REBRETRG R & E 1
Name of Directors EEnSR (In&ER) EanE Bl
Xu Shao Chun rbE 765,298,624 Interests of controlled corporation (Note 1)
RER DRz (FEE)
11,565,200 Beneficial owner
ERBEAA
12,700,000 Other/Share option (No e?2)
Hit / BBRRE (aE2)
Aggregate: ARt 789,563,824 27.06%
Yang Jian 52 1,075,626 Beneficial owner
ERBEAA
3,128,000 Other/Share option (Note 2)
Hit / BRIE (FE2)
Aggregate: A 4,203,626 0.14%
Chen Deng Kun gt 1,919,000 Beneficial owner
ERBEAA
12,879,000 Other/Share option (Note 2)

Hi /BRI (FTFE2)

Aggregate: B 14,798,000 051%
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Number of shares/
underlying shares

Percentage of
issued share

(where appropriate) Types of interests capital
BA%E
R RRREHE T R iR 1GRE FEH
Name of Directors EENE (tn&ER) Eany BRL
Gary Clark Biddle Gary Clark Biddle 1,180,000 Other/Share option (Note 2)
Hith,/ BERE (P5E2)
Aggregate: A5 1,180,000 0.04%
Wu Cheng RE 780,000 Beneficial owner
EaEEA
300,000 Other/Share option (Note 2)
Hit / BARAE ()
Aggregate: A 1,080,000 0.04%
Dong MingZhu ESLZE7S 400,000 Other/Share option (Note 2)
Hith,/BERE (F5E2)
Aggregate: A 400,000 0.01%
Liu Chia Yung %% 200,000 Other/Share option (Note 2)
Hith / BERE (Fi5E2)
Aggregate: B&t 200,000 0.01%
Notes: BifsE -

1. 0Of the 765,298,624 shares, 409,412,000 shares were held by Oriental Gold Limited and 1.
355,886,624 shares were held by Billion Ocean Limited. Mr. Xu Shao Chun holds 100%
interests in Easy Key Holdings Limited, which in turn holds 100% interests in Oriental Gold
Limited and Billion Ocean Limited. Therefore, Mr. Xu Shao Chun is deemed to be interested

in those 765,298,624 shares.

2. Details of the share options are set out in the section headed “Outstanding Share Options 2.

under the 2001 Scheme, 2002 Scheme, 2005 Scheme and 2015 Scheme”.

11765,298,62455% % 17 =+ 409,412,0008% A% 1 5 Oriental
Gold Limited#% % - 355,886,624/% A% 7 £Billion Ocean
Limited#% 74 ° Easy Key Holdings Limited 5 A &k 42
EiA o H2 B Oriental Gold Limited K Billion Ocean
Limited iR D& 55 £ 1 8 1E I 5% 765,298,624R% % 7
RS o

BHREOEBRN (BE-FT-F5E -2
PoFHE PREFHER-F-RTHEN
RATIRBIRIE 5 -

Save as disclosed in this paragraph, as at 31 December 2015, none of the Directors BRABMBEMAZZN BE-Z-—AF+=-A=
and chief executive of the Company had any interests and short positions in the shares, +—Hif  ARARBEEE LEETHAEHRERE
underlying shares and debentures of the Company and its associated corporations — #EHLEE EGIEXVIIEERBMNE AN B LB AT
(within the meaning of Part XV of the SFO), which will be required to be notified to the — FARZAR) KB & A F) (R % K S 156 SXVERE
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO or  E5) 25 « HEARHREFNER - ZEEER
which will be required, pursuant to Section 352 of the SFO to be entered in the register — EEHLEISIEGIEXVEET - F8%E - ANEARQF]
referred to therein, or which will be required to be notified to the Company and the Stock — REEZFT - siiR BB H R E KA 3021068 EA T
Exchange pursuant to the Model Code.

HENECHATEE  IRERETINENGAR
Al R R e
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Directors’ Rights to Acquire Shares or Debentures

Save as disclosed in the section headed “Outstanding Share Options under the 2001
Scheme, 2002 Scheme, 2005 Scheme and 2015 Scheme” 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 2015.

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

As at 31 December 2015, 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:

ESKmEHERFHET
BREXRBE-TT—F58 —FTT-F5t8 =
TERER-_T-RFHERARTENBLRE ] K
BEN NBE_T-RF+-A=+—HILFE"
ARAREMBARMEAARAEE RIABEA
(EERLTHRA) EARTABARRARNKE
75 BRI KR A

FERRRETATRBEESREFHESR
Hikg

BEZHM RZF—RF+-A=1+—8 UTA
T (ARAIEZRESTERABRIN REARARRD
DA O R A IRIEES R E R EXVE MR T
EERARAEERREES R E G H336/558
TEEFEZEDME PR ERIAR -

Interests in Shares/Underlying Shares of the Company EAFIRG HRRHPZER
Number of Shares/ Percentage of
underlying Shares issued share
(where appropriate) Capacity capital
B
HFAREE HERTRE
Name BRER (&) Eang BAk
Easy Key Holdings Limited (Note 1) Easy Key Holdings Limited 765,298,624 (L) Beneficial owner
(FzE1) BERARA
9,900,000 (L) Other/share option (Note 3)
Hiv /B (FEE3)
SUBTOTAL At 775,198,624 (L) 26.56%
Oriental Gold Limited (Note 1) Qriental Gold Limited 409,412,000 (L) (Note 2) Beneficial owner
(PRzE1) 409,412,000 (L) (P &F2) ExBEBA
9,900,000 (L) Other/share option (Note 3)
Hiv /B (FEE3)
SUBTOTAL At 419,312,000 (L) 14.37%
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Number of Shares/ Percentage of
underlying Shares issued share
(where appropriate) Capacity capital
R i
HEARZEE HERITRE
Name BRMR (&M ) Eang BRL
Billion Ocean Limited (Note 1) Billion Ocean Limited 355,886,624 (L) Beneficial owner 12.20%
(BR&E1) ERBAA
Credit Suisse Group AG (Note 4) Credit Suisse Group AG 230,815,025 (L) Investment manager 7.91%
(PR 7E4) REKE
135,471,745 (S) Investment manager 4.64%
REKE
FMR LLC FMR LLC 209,200,485 (L) Investment manager 717%
REKE
JD Oriental Investment Limited JD Oriental Investment Limited 288,526,000 (L) Investment manager 9.89%
(Note 5) (PH7E5) REKE
Notes: Wizt

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 2015 with
total issued shares of 2,918,148,593.

1.

Easy Key Holdings Limited is wholly owned by Mr. Xu Shao Chun, which owns 100%
interests in Oriental Gold Limited and Billion Ocean Limited.

Out of the 409,412,000 shares (L), 130,000,000 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 the purpose of on-lending by CSSEL to Macquarie Bank Limited
(“Macquarie”) to facilitate stock lending by Macquarie to investors in the Guaranteed
Convertible 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 (i) 14 April 2017.

Details of the share options are set out in the section headed “Outstanding Share Options
under the 2001 Scheme, 2002 Scheme, 2005 Scheme and 2015 Scheme”.

Credit Suisse Group AG was deemed to be interested in a total of 198,432,127 shares
(L) and 133,103,745 shares (S) in the Company by virtue of its control over several
corporations.

HEARRRA R ETRRANE D L HRERAEE L AR
HEEDRIBARATR - F-RF+-A=+—ANEH
TTHBA (B8 E % 2,918,148593) st -

1.

—F_
—=

Easy Key Holdings Limitedi > &L E2EHE - &
2 &4 A% Oriental Gold LimitedFnBillion Ocean Limited ©

TE409,412,0008% R% 15 (47 &) & + E #130,000,0008%
et (TE R |) ArICredit Suisse AG ([CSAG]) 72
HEERL (ATH22CSAGTRR E ACredit Suisse Securities
(Europe) Limited ([CSSEL)) FR4LfER) + B A9 ACSSEL
FICSSELEE B v BRI R ESR (TEH L TX)
2B EE BB A RCSSELA BB 2 SRITER A
A(ERE]) SEUARFEERERAERERE
ZEFZREEBLRD - AMERTHARER -
Oriental Gold LimitedE BRI ik {7 B2 WM E IR 17 &
L BHELRMEER)2HERRTER
BHREBDS L HEAMRN-2—tFENA+IA
(LA % A%) 323 T Oriental Gold Limited °

EHBEORERR (RE-FT 458 =%
TR —TRRER-E-BEHENAT
OB 5 -

Credit Suisse Group AGEE E 2 & &2 7] A K 2 5] 4

198,432,1270% A% 17 (§F &) 12133103, 7458 A& 9 (%
) R -
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According to the disclosure form filed by Credit Suisse Group AG on 7 March 2016, the following 4R 4% Credit Suisse Group AGR —Z—~E= A+ HIER
interests in shares were held by Credit Suisse Group AG through its controlled corporations, the g4 ez 2 227R + Credit Suisse Group AGAEE124IM A

details of which are as follows: SRR TEEES - SERINT -
Address and place Direct
Name of controlled corporation of incorporation Name of controlling shareholder % control interest Number of shares
bt )20
BEAFNEE ki B RS 35 i B BRRRAMS LG BEEHEZ BELTMRAEE
Credit Suisse AG Paradeplatz 8, Zurich, Credit Suisse Group AG 100.00 N Long position 18,265,997
8001, Switzerland e
Short position -
wE
Credit Suisse (Hong Kong) Limited 6th Floor, Alexandra House, Credit Suisse AG 100.00 Y Long position 18,265,997
18 Chater Road, Central Hong Kong, e
Short position -
KE
Credit Suisse AG Paradeplatz 8, Zurich, 8001, Credit Suisse Group AG 100.00 N Long position 130,397,800
Switzerland HE
Short position 130,000,000
R
Credit Suisse AG Paradeplatz 8, Zurich, 8001, Credit Suisse Group AG 100.00 N Long position -
Switzerland HE
Short position 2,230,000
KA
Credit Suisse International One Cabot Square, London E14 4QJ,  Credit Suisse Group AG 20.00 Y Long position -
England e
Short position 2,230,000
2
Credit Suisse International One Cabot Square, London E14 4QJ,  Credit Suisse AG 80.00 Y Long position -
England e
Short position 2,230,000
wE
Credit Suisse AG Paradeplatz 8, Zurich, 8001, Credit Suisse Group AG 100.00 N Long position 49,059,385
Switzerland HE
Short position 872,000
R
Credit Suisse Investments (UK) One Cabot Square, London E14 4QJ,  Credit Suisse AG 100.00 N Long position 49,059,385
England e
Short position 872,000
KA
Credit Suisse Investment One Cabot Square, London E14 4QJ,  Credit Suisse Investments (UK) 100.00 N Long position 49,059,385
Holdings (UK) England e
Short position 872,000
wE
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Address and place Direct
Name of controlled corporation of incorporation Name of controlling shareholder % control interest Number of shares
et )]
BEATNEE ok B RS 35 B RERRNER ML BEEES BELAFMRAHE
Credit Suisse Securities (Europe) (One Cabot Square, London E14 4QJ,  Credit Suisse Investments Holdings 100.00 Y Long position 49,059,385
Limited England (UK) e
Short position 872,000
wE
Credit Suisse AG Paradeplatz 8, Zurich, 8001, Credit Suisse Group AG 100.00 N Long position 708,945
Switzerland TE
Short position 1,745
wE
Credit Suisse Holdings (USA), Inc. 11 Madison Avenue, New York, Credit Suisse Group AG 43.00 N Long position 708,945
NY 10010, USA e
Short position 1,745
KE
Credit Suisse Holdings (USA), Inc. 11 Madison Avenue, New York, Credit Suisse AG 57.00 N Long position 708,945
NY 10010, USA e
Short position 1,745
e
Credit Suisse (USA), Inc. 11 Madison Avenue, New York, Credit Suisse Holdings (USA), Inc. 100.00 N Long position 708,945
NY 10010, USA e
Short position 1,745
wE
Credit Suisse Securities (USA) LLC 11 Madison Avenue, New York, Credit Suisse (USA), Inc. 100.00 Y Long position 708,945
NY 10010, USA TE
Short position 1,745
#E

Besides, 54,338,510 shares (L) and 3,102,000 shares (S) were held through derivatives as follows:

38,956,570 shares (L) and
2,230,000 share (S)

15,381,940 shares (L) and
872,000 shares (S)

through physically settled listed securities

through cash settled unlisted securities

LS - 54338 5108 A 10 (4 72) B3,102,0008 0 (%2 =

UOTAETARAE (0T

38,956, 5705 (17 8) R
2,230,000 %1% (X&)
15,381,940 1% (17 8) &
872,008 815 (%B)

- BEHRkRZ
EHESR

- MRz
LS
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5. According to the disclosure 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:

5, 1R 42015555 826 5D Oriental Investment Limited * Max
Smart Limited * JD.com, Inc. * JD.com Investment Limited
2R FEREIZH - Max Smart Limited + JD.com,
Inc. + JD.com Investment Limited£2 234 58 3 & {E R 3% AR
B ER W

Address and place Direct

Name of controlled corporation of incorporation Name of controlling shareholder % control interest Number of shares

BHATER bk R A3 e B PRERERE BRESNE HENS BH

Max Smart Limited P.0. Box 957, Offshore Incorproations  Liu Qiangdong Richard 100.00 N Long position 288,526,000
Centre, Road Town, Torotla, BVI (BVI) I3 4t e

JD.com, Inc. P.0. Box 309, Ugland House, Grand ~ Max Smart Limited and Fortune Rising 82.80 N Long position 288,526,000
Cayman, KY1-1104, Cayman Islands ~ Holdings Limited & wE
(Cayman Islands)

JD.com Investment Limited P.0. Box 957, Offshore Incorproations  JD.com, Inc. 100.00 N Long position 288,526,000
Centre, Road Town, Torotla, British 4T e
Virgin Islands (BVI)

JD Oriental Investment Limited P.0. Box 957, Offshore Incorproations  JD.com Investment Limited 100.00 Y Long position 288,526,000
Centre, Road Town, Torotla, BVI (BVI) 2 e

6. (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.

Subscription of New Shares

On 16 May 2015, the Company, JD Oriental Investment Limited (the “Subscriber”) and
JD.com Inc. (the “Subscriber’s Guarantor”) entered into a subscription agreement (the
“Subscription Agreement”), pursuant to which the Company had agreed to allot and
issue and the Subscriber had agreed to subscribe for the 288,526,000 new ordinary
shares of HK$0.025 each in the share capital of the Company (the “Subscription Shares”)
at the aggregate subscription price of HK$1,327,219,600 (the “Subscription Price”),
representing HK$4.60 per Subscription Share (the “Subscription”).

The aggregate nominal value of the Subscription Shares is HK$7,213,150. The gross
proceeds arising from the Subscription are approximately HK$1,327,219,600 and the
net proceeds arising from the Subscription are approximately HK$1,326,719,600,
representing HK$4.598 per Subscription Share. The completion of the Subscription had
been fulfilled on 26 May 2015.

Please also refer to the announcements of the Company dated 18 May 2015 and 26 May
2015 for the details of the Subscription.
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Issue of Guaranteed Convertible Bonds

On 14 April 2014, Crotona Asset Limited (a 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 estimated
net proceeds from the issue of the Guaranteed Convertible Bonds, after deduction of
commission and expenses, is approximately USD171.9 million. The Group intended
to apply the proceeds for (i) investment in cloud-management and particularly mobile
internet technologies, (ii) the repayment of existing bank loans, (iii) strategic investments
and acquisitions, and (iv) 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
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. As at 31 December 2015, 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.

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.

Connected Transactions

During the year ended 31 December 2015, there was no connected transaction which was
required to be disclosed in accordance with the requirements of the Listing Rules.

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 0.38%
- five largest customers in aggregate 1.28%
Purchases

- the largest supplier 11%
- five largest suppliers in aggregate 28%

None of the Directors, their associates or any shareholder (which to the knowledge of the
Directors owns more than 5% of the Company’s issued share capital) had an interest in
the major customers or suppliers set out above.
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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 always 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 had complied with all the code provisions of the Code throughout the
financial year ended 31 December 2015 except for code provision A 2.1. Please refer to

the section “The Chairman and Chief Executive Officer” below for details.

Board of Directors
I. The responsibilities of the Board
The Board is the core of corporate governance. 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 CEQ and to review the work of the CEO; and

(8)  To review and approve the share award plan and the share option scheme.
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The Board shall empower the senior management team to implement the decisions of
the Board and all senior management team members shall be appointed by the Board.
In entrusting management and administrative functions to the management team, the
Board provides clear instructions regarding the powers delegated to management, and
prior approval of the Board is required before the senior management team makes
any key decisions and commitments on behalf of the Company. The 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 been fully committed to their roles, have adjusted
the Group’s development strategies in accordance with the changes in the economy and
market, and have acted in good faith with a view to furthering the shareholders’ long-term
interests.

Il. Composition of the Board

As at 31 December 2015, the Board consisted of eight members, with three executive
Directors, two non-executive Directors and three independent non-executive Directors.
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 list of Directors and their biographies are set out in
the “Directors and Senior Management” section on page 19 of this annual report.

The term of appointment of the 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. Xu Shao Chun, Mr. Gary Clark Biddle and Mr. Liu Chia
Yung will retire by rotation and be eligible for re-election. Mr. Chen Zhang and Mr. Lin
Bo, who were appointed as Non-executive Director and Executive Director on 26 May
2015 and 16 March 2016 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).
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lll. Board Meeting/General Meeting
For the year ended 31 December 2015, the Company convened five Board meetings

(2) EBARH/ BRAR
R=F—HE+-A=+—AILEE  ARARTR

and one annual general meeting. The following table shows the details of Directors’ THAEECSHER—AREBFAS HEEEY
attendance: HEFEEHNMT -
Attendance/Number of Meetings
HEER FRRE

Board Meetings AGM
Directors EE EFEER BRAFEXE
Executive Directors BTESE
Mr. Xu Shao Chun (Chairman, President and BOERE (ES2EE - 5/5 11

Chief Executive Officer) BEEBERHTE)

Mr. Chen Deng Kun BREMEE 5/5 1/1
Mr. Yang Jian (has resigned on 16 March 2016) BREE (ERZE—RF=ATNBEHTE) 5/5 11
Non-executive Director FRITES
Ms. Dong Ming Zhu BRGLT 5/5 0/1
Mr. Chen Zhang (appointed on 26 May 2015) Rt (RZT-—RFRAZTAEZE) 2/2 0/0
Independent non-executive Directors BAERTEE
Mr. Gary Clark Biddle Gary Clark Biddlest 4 5/5 01
Mr. Wu Cheng RELE 5/5 01
Mr. Liu Chia Yung ARELE 5/5 0/1

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 2015, 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 2014 annual report and the 2015 interim report, approving the 2015 grant
of share options, approving the share subscription, approving share award scheme 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.
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IV. Measures to ensure the fulfillment of the responsibilities of Directors

(1)

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:

(M) BEFESHTHREMFNDOEE

(1)

BRACEEARATIBNEESEREZR
o ARRZBESHARERAARR
ESRENEELERRENMASER

EEME MEBALEEEEBLENAE
e DREREHROCETREERREY
BiMe - UHDESBITERE - AQH
AEEHUREEAEZABES2E AR
B URRHEERGELAEEEENEE
EESHALMRABETESEAENET
LEBRBEOEERT - ARFANTEHA
BIEEREBRLTRAREEZAG B
ERBEZE ABEER(ENEEE
FLrmAASHEEEEAEATNESZRES
HRE TREHAREFESILG2EE
B RECEERTAZER MEESA
MADRRERSE Az ERE - BEE
SREMZS  EERRERREZNE
BEmT :

Corporate Governance,
Regulatory Development
and Trainings on

other relevant topics

LEER ETRER

Director EE Hfth 480 £ A
Executive Directors RiTE=R
Mr. Xu Shao Chun (Chairman, President and RIOBERE

Chief Executive Officer) (EFexF BHFERHTE) v
Mr. Chen Deng Kun REMEE 4
Mr. Yang Jian BREE 4
Non-executive Director FRITER
Ms. Dong Ming Zhu BR%T LT 4
Mr. Chen Zhang (appointed on 26 May 2015) RRAE (RZE-—RFRAZTBEZME) v
Independent non-executive Directors BIAFBTES
Mr. Gary Clark Biddle Gary Clark Biddlet & 4
Mr. Wu Cheng REKE 4
Mr. Liu Chia Yung AR%ERE 4
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(2)  When Directors are asked to express their views on the Company’s connected
transactions (if any), incentive schemes, internal controls, etc., the Company
retains auditors, financial advisers and lawyers and other relevant independent
professionals to provide independent professional advice to assist Directors in
fulfilling their responsibilities.

(3)  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. These
committees mainly consist of the independent non-executive Directors and non-executive
Directors. The meeting procedures follow the statutory procedures for these Board
meetings.

Audit Committee

As at 31 December 2015, 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 16 March 2012. In particular, the major roles and functions of the Audit
Committee are as follows:

(1) 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 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;

(2)  reviewing the interim and annual financial reports, the financial reporting system
and internal control procedures, and ensuring that management has discharged its
duty to establish an effective internal control system; and

(3)  reviewing the external auditor’s management letter, and material queries raised by
the external auditor to management in respect of the accounting records, financial
accounts or systems of control as well as management’s response to the points
raised; ensuring that the Board responds promptly to the matters raised by the
external auditor in the management letter.
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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 principal roles
and functions of the Audit Committee.

During the financial year ended 31 December 2015, 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 2014, and submitted them to the Board for approval;

(2)  discussed the Company’s internal control system and reviewed the Company’s
interim financial report of 2015, and submitted it to the Board for approval; and

(3)  communicated with the auditor regarding the 2015 annual audit work and audit
plans.

Details of attendance at Audit Committee meetings during year 2015 are set out below:
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Audit Committee Members 34131

2015
Attendance/
Number of
Meetings
—Z-1F
HESERE

Mr. Gary Clark Biddle (Chairman) Gary Clark BiddleZt & (£/&)
Mr. Wu Cheng RERE
Mr. Liu Chia Yung AR%ERE

3/3
3/3
3/3
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Remuneration Committee

As at 31 December 2015, the remuneration committee of the Company (“Remuneration
Committee”) comprised two independent non-executive Directors and one executive
Director, namely Mr. Liu Chia Yung, Mr. Wu Cheng and 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)

46

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;

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;

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;

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;

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

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

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 2015, the Remuneration Committee held
two meetings to review the remuneration package of Directors and senior management,
discuss the grant of share options pursuant to the Company’s share option scheme, and
submit proposals to the Board.

Details of attendance at Remuneration Committee meetings during year 2015 are set out
below:

FHAMRNB R P E AR R 8 SREEE R
TEAAGXRARBY ERBEOFHEE NI E
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A
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2015

Attendance/

Number of

Meetings

ZE-0f

Remuneration Committee Members HEMSE HESERE
Mr. Liu Chia Yung (Chairman) ARERE (£F) 212
Mr. Wu Cheng RELAE 212
Mr. Xu Shao Chun BRIOELEE 22

Nomination Committee

As at 31 December 2015, the nomination committee of the Company (“Nomination
Committee”) comprised of one executive Director and two independent non-executive
Directors namely, Mr. Xu Shao Chun, 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 in 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.

REZAE

RZE-RF+-A=1t—H ARAREZES
([RRZEEE]) MARA - BRTEERMELBYL
FRTESAR  BRBIELE  RERERIR
L - FIOFRERRAZEGLR -

ARAER-Z—=F\ARNEZEREZ TR
Ko WRFEEFEREUHBL LIRS
i HPRRERERESERRBAMARTRNE
B BREASRITRER 5] MBAREE
B EARBEBNESZER  BEELUSTEN
ER MEFSMAZEOURAES BRE - BE
FEAEFRBOBE A ENEE - RRARE - K
BEZIARSEFGNER  REBMRE - A
LEENEXEANES - REZBENEERRR
METT TERRBROKE  WESEEREHKE
ZLMAERRAETEN -

TT-REER SRERB4KEERAR 47




T

CORPORATE GOVERNANCE REPORT
EEERRE

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

(1) reviewing the structure, size and composition (including the skills, knowledge and
experience) of the Board at least annually;

(2)  identifying individuals suitably qualified to become Directors, and selecting or
making recommendations to the Board on the selection of individuals nominated
for directorship;

(3)  making recommendations to the Board on any proposed changes to the Board to
implement the Company’s corporate strategy;

(4)  assessing the independence of the independent non-executive Directors; and

(5)  making recommendations to the Board on the appointment or reappointment of
Directors and succession planning for Directors.

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

During the financial year ended 31 December 2015, the Nomination Committee held one
meeting to determine the policy for the nomination of Directors, review the structure of
Board and make recommendations to the Board on the nomination of the non-executive
Director. The criteria of selecting and recommending candidates for directorship adopted
by the Nomination Committee are the qualifications and skills of talent, coupled with the
goals and development strategy of the company.

Details of attendance at Nomination Committee meetings during year 2015 are set out
below:
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Year 2015
Attendance/
Number of
Meeting
—E-1f
HEERAY

Mr. Xu Shao Chun (Chairman)
Mr. Wu Cheng
Mr. Liu Chia Yung
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BRERE

1
17
n
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Corporate Governance and Strategy Committee

As at 31 December 2015, the corporate governance and strategy committee of the
Company (the “Strategy Committee”) comprised two executive Directors and one
non-executive Director, namely Mr. Xu Shao Chun, Mr. Chen Deng Kun, and Ms. Dong
Ming Zhu. Mr. Xu Shao Chun was the chairman of the Strategy Committee.

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

(1) considering and formulating the mid- and long-term strategies of the Company;
(2)  assessing the effects of the implementation of the Company’s strategies;

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

(4)  performing the duties in relation to compliance with the corporate governance
provisions set out in code provision D.3.1 of the Appendix 14 to the Listing Rules.

Chairman and Chief Executive Officer

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

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

The details relating to the securities of the Company held by the Directors are set out in
the section headed “Directors” and Chief Executive’s Interests or Short Positions in the
Shares, Underlying Shares or Debentures” of the “Report of Directors” on pages 32 to 33
of this annual report.

Internal Control

The Board reviews the internal control system of the Company annually and will take
any necessary and appropriate action to maintain an adequate internal control system to
safeguard Shareholders’ investments and the Company’s assets. Such review will cover
all material controls, including financial, operational and compliance controls and risk
management functions. The effectiveness of the internal control system of the Group
is discussed on an annual basis with the Audit Committee. The Board also reviews the
adequacy of resources, staff qualifications and experience, training programmes and
budget of the issuer’s accounting, internal audit and financial reporting functions.

Regarding the disclosure of inside information and internal control measures, the
Company understands its duties under the Listing Rules and SFO, and adheres to
the important principle of timely publication of the inside information. The Company
abides by the “Guide on disclosure of inside information” published by the Securities
and Futures Commission, and has developed a complete system of internal procedures
and internal control measures for processing and publication of information in order
to ensure the timely, accurate and appropriate disclosure of relevant information to the
shareholders and regulatory authorities.

During the year ended 31 December 2015, the Board considered that the Company’s
internal control system is adequate and effective and the Company has complied with the
code provisions on internal control of the Corporate Governance Code.
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Investor Relations

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

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

Shareholders’ Rights

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

If the Board does not within 21 days from the date of deposit of the requisition proceed
duly to convene the meeting to be held within a further 21 days, the requisitionist(s)
themselves or any of them representing more than one-half of the total voting rights,
may convene the general meeting in the same manner, as nearly as possible, as that in
which meetings may be convened by the Board provided that any meeting so convened
shall not be held after the expiration of three months from the date of deposit of the
requisition, and all reasonable expenses incurred by the requisitionist(s) in convening
the meeting as a result of the failure of the Board to convene the meeting shall be
reimbursed to them by the Company.
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Any inquiry is welcome to be presented to the Board by shareholders and any proposal
relating to the business, strategy and management of the Company is welcome to be
presented at general meeting for review and discussion. Shareholders’ inquiries and
relevant proposals to the Board can be submitted in written form to the Company
Secretary, and will be dealt with by the CEQ or the chairman of the relevant board
committees or other senior management members.

The contact information of the Company Secretary is as follows:
19/F., MassMutual Tower, 38 Gloucester Road, Wanchai, Hong Kong
Fax: (852) 2861 3757

Email: cclchow@gmail.com

During the year ended 31 December 2015, the Company held the annual general meeting
on 8 May 2015. All shareholders were given at least 21 days’ (and 20 business days’)
notice for such annual general meeting. The chairman of the Board, executive Directors
and the auditor attended such annual general meeting to communicate with shareholders
and answer questions from shareholders.

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

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

PricewaterhouseCoopers was appointed as the external auditor of the Company
for the year of 2015, and there has been no change in the Company’s auditor
in any of the preceding three years. During the year ended 31 December 2015,
PricewaterhouseCoopers provided only audit services to the Company, the remuneration
paid/payable to PricewaterhouseCoopers was RMB1,800,000 for audit service. A
resolution for re-appointment of PricewaterhouseCoopers as the auditor of the Company
will be proposed at the AGM.

The Board is responsible for ensuring the appropriate preparation of accounts, and the
accuracy, fairness and comprehensiveness of the financial statements of the Company.
The statement by the auditor about their reporting responsibilities is set out in the
“Independent Auditor’s Report” section on pages 54 to 156 of this annual report.

Company Secretary

The Company engages an external service provider as its Company Secretary, and Mr.
Chow Chan Lum has been appointed as the main contact person of the external service
provider. The Company Secretary may contact Ms. Yi Wei, the Board secretary of the
Company pursuant to code provision F.1.1 of the Code.

Improving Corporate Governance

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

Appreciation

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

On behalf of the Board

KINGDEE INTERNATIONAL SOFTWARE GROUP COMPANY LIMITED
Xu Shao Chun

Chairman

Shenzhen, the People’s Republic of China, 16 March 2016
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF

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

We have audited the consolidated financial statements of Kingdee International
Software Group Company Limited (the “Company”) and its subsidiaries set out
on pages 56 to 156, which comprise the consolidated statement of financial
position as at 31 December 2015, and the consolidated income statement, the
consolidated statement of comprehensive income, the consolidated statement
of changes in equity and the consolidated cash flow statement for the year then
ended, and a summary of significant accounting policies and other explanatory
information.

Directors’ Responsibility for the Consolidated Financial
Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit. We conducted our audit in accordance with
International Standards on Auditing. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free from
material misstatement.
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PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements. The
procedures selected depend on the auditor's judgment, including the assessment
of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of consolidated
financial statements that give a true and fair view in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity’s internal control. An
audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the directors, as well
as evaluating the overall presentation of the consolidated financial statements.

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

Opinion

In our opinion, the consolidated financial statements give a true and fair view
of the financial position of the Company and its subsidiaries as at 31 December
2015, and of their financial performance and cash flows for the year then ended
in accordance with International Financial Reporting Standards and have been
properly prepared in compliance with the disclosure requirements of the Hong
Kong Companies Ordinance.

Other Matters

This report, including the opinion, has been prepared for and only for you, as
a body, and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 16 March 2016

B RBTRFAERERAHM B REAESELKE
BRNENRE - MEBRNRFIARGBMOHE - 85
AR RFRERMERAHUBRRFEEAERRL
MER - EFEZSRRE  ZENEREZLARGEEE
MTENEHEBEREAABAOAIES - UREHEENET
B BENTFHRRNBEHINERERRER - Fif
TERFEESARASHRRORE L REL S EF A
AEM - ARFESHABRRNERIIHRIA

HFEE - HAMESHERTBERT S NEE AR
BB RRMER -

BR

BARE ZEAHMBRREREERPBERELENEE
M RREARREFAAR-F-—RF+_A=1
—ANRBAREREBEZR LFENHBRALR SR
- YEBREE (RAKRD) ORERTZAEE -

Htt =R

AEE (BEER) DAETMHRELERBT (FAER)
BE - BRI ZIFRERNEEMEN - AATERAHRED
ARMEMEEALE ERAREMEE -

BRRBKERHAERR
HEE

Eh - —E-AEZPAH

“T-REER SRENBGKEERAT 55



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

BOFF BRI R

As at 31 December

BR+=B=+-—H
2015 2014
ZE-1hf —E-mF
Note RMB’000 RMB’000
i3 AR®TR ARETT
Assets BE
Non-current assets FRDEE
Land use rights T R 6 128,766 132,127
Property, plant and equipment TEE « TRMRE 7 731,783 728,218
Intangible assets mEEE 8 601,218 577,065
Investment properties REEEME 9 848,741 831,159
Investments in associates g 10 24,222 1,537
Financial assets at fair value through DR BETEEEZEA
profit or loss BanemiE 1 6,000 -
Entrusted loans ZHEERN 12 69,500 20,000
2,410,230 2,290,106
Current assets mEEE
Inventories rE 13 4,047 3,926
Trade and other receivables JRE L5 i o e EC At JE s 12 271,875 244,469
Entrusted loans RAER 12 300 25,600
Due from customers on implementation contracts U EFERERR 14 391,193 301,112
Available-for-sale financial assets AtHESREE 15 225,177 -
Financial assets at fair value through DR BETEEEEEA
profit or loss ERRNEeREE 11 1,267 =
Pledged bank deposits BERRTER 16 102,832 7,038
Short-term bank deposits RHRITER 16 543,658 259,283
Cash and cash equivalents BeRELEEY 16 1,527,610 1,261,634
3,073,959 2,103,062
Total assets HEE 5,484,189 4,393,168
Equity e
Capital and reserves attributable to FOFESREARGELRR
owners of the Company 1540 ]
Share capital PR 18 71,972 65,155
Share premium WA B 18 1,682,784 537,920
Other reserves Hi A 19 512,763 512,113
Retained earnings Bk 20 949,550 873,784
3,217,069 1,988,972
Non-controlling interests FEiEm g 17 29,649 9,246
Total equity HiEgs 3,246,718 1,998,218
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

B OB AR R
As at 31 December
BR+=B=+-—H
2015 2014
ZB-1% “T-mE
Note RMB’000 RMB'000
BisE AR®TR ARETT
Liahilities =1~
Non-current liabilities FRBAR
Borrowings BN 22 1,213,018 1,291,397
Deferred income tax liabilities BIEFEHARE 23 105,738 74192
1,318,756 1,365,589
Current liabilities REBAE
Trade and other payables JERTIR T N B A FE S 20 24 357,390 302,967
Due to customers on implementation contracts ENRPEHRARER 14 183,991 80,573
Borrowings g2 22 243,500 545,579
Current income tax liabilities EHMEHaRE 37,262 23,191
Deferred income EEMA 25 96,572 77,051
918,715 1,029,361
Total liabilities HER 2,237,471 2,394,950
Total equity and liabilities HESRAR 5,484,189 4,393,168

The notes on pages 63 to 156 are an integral part of these consolidated financial

statements.

The financial statements on pages 56 to 156 were approved by the Board of

Directors on 16 March 2016 and were signed on its behalf.

Xu Shaochun

#®OEF
Director
EZ

FOIEE156 AP AR TR MER D -

FHEEENIERREHEEEN_E—"F=A X
Rtz  YTREEFEEE -

Lin Bo
Wik
Director
EZ

“T-REER SRENBGKEERAR 57



CONSOLIDATED INCOME STATEMENT

= 32
aOfHERR
Year ended 31 December
BE+T-A=1+—HLEE
2015 2014
—E-1f —T-mE
Note RMB’000 RMB'000
BisE AR%TT ARETFT
Revenue WA 26 1,586,224 1,546,517
Cost of sales SHEMA 27 (294,095) (270,687)
Gross profit EX ] 1,292,129 1,275,830
Selling and marketing expenses HERHERRA 27 (854,564) (784,480)
Administrative expenses THER 21 (257,788) (202,198)
Research and development costs HE RFEZR AR 21 (234,820) (223,446)
Fair value gains on investment properties REERMENABEEDNE 9 17,582 4536
Other gains — net H G — 558 28 266,288 229,676
Operating profit wEEF 228,827 299,918
Finance income B e 29,907 23,837
Finance costs BER (94,254) (97,316)
Finance costs — net BRER - 38 30 (64,347) (73,479)
Share of losses in associates FEHERENEBENE 10 (2,215) (606)
Profit hefore income tax FREr B RAFIA 162,265 225,833
Income tax expense FrsER 31 (56,748) (25,485)
Profit for the year EERR 105,517 200,348
Attributable to: FERBR
Owners of the Company N/NGINPEES 105,766 197,048
Non-controlling interests ElZu et (249) 3,300
105,517 200,348
Earnings per share for profit attributable to EAFESBEARGERTN
owners of the Company (expressed in SRET (USRAR%SH)
RMB cents per share)
- Basic earnings per share (RMB cents) -EXERER (AR%S) 3 3.82 7.0
- Diluted earnings per share (RMB cents) -RESRKE AE%S2) 33 3.60 7.36

The notes on pages 63 to 156 are an integral part of these consolidated financial

statements.

58 Kingdee International Software Group Company Limited

Annual Report 2015

FEEI6EMNM T AR BIMEMEREEL -



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
EtEEaRER

Year ended 31 December
BE+T-BA=1+—HILEE

2015 2014
—E-1f —T-mEF
RMB’000 RMB'000
AR®TT AREFIT
Profit for the year EEEBF 105,517 200,348
Other comprehensive income: Hftiig &l :
Items that may be reclassified to profit or loss BER#EDESEEEmi) B
Change in value of available-for-sale financial assets AL ESHEEEERE (3,886) -
Currency translation differences ONEE I 2 R 1,214 (4,629)
Other comprehensive losses for the year, net of tax EEEHEMGSEE > NKRREA (2,672) (4,629)
Total comprehensive income for the year FEERGSES 102,845 195,719
Total comprehensive income/(losses) attributable to: HEane (BiE) BER :
Owners of the Company KARIFES 103,094 192,419
Non-controlling interests IR S (249) 3,300
102,845 195,719

The notes on pages 63 to 156 are an integral part of these consolidated financial ~ SF63EE156 B AT RI B RERMOBERG
statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

SOERSER
Attributable to owners of the Company
FARERBE AR
Non-
Share Share Other Retained controlling Total
Note capital premium reserves earnings Total interests equity
MiiE k% RFRE  AtiEE 2 EFRE it EEHKER 1
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARRTT ABR%RTT ARRTT AERTR AERTR ARBTRT ARRTR
Balance at ZZ-1f
1 January 2015 -B—-B&R 65,155 537,920 512,113 873,784 1,988,972 9246 1,998,218
Comprehensive income FaEH
Profit for the year FRRF - - - 105,766 105,766 (249) 105,517
Other comprehensive Hitisa (FR),/
(losses)/income &
Available-for-sale financial assets A EEHESRERE 15 - - (3,886) - (3,886) = (3,886)
Currency translation differences ~ SMEE T B 2% 19 - - 1,214 - 1,214 - 1,214
Total comprehensive Gan (ER)/
(losses)/income & - - (2,672) 105,766 103,004 (249) 102,845
Transactions with owners ~ HERBFEHTH
Issug of new shares Bk 5,714 1,045,369 - - 1,051,083 - 1,051,083
Employees share option scheme: B TERR#ES1E -
- Valug of employes servicss  — BT REER
received i - 42,528 - - 42,528 - 42,528
~Proceeds from shares issued ~ — B/TIRG FIER 18 1,103 56,225 - - 57,328 - 57,328
Equity transactions with BRI ERR
non-controlling interests % 3% = = 28,154 = 28,154 8,652 36,806
Set up new company with B R
non-controlling interests BAIHAHE] 17 - - - - - 12,000 12,000
Dividend declared BERS = = - (30,000) (30,000) - (30,000)
Share award plan; R REEE -
- Value of employes services  — BT REER
received P - 142 - - 142 - 42
~ Shares purchased for share ~ — Rk 1252l
award plan iR 19 - - (24,832) - (24,832) - (24,832)
Total transactions with RESPERES
owners, recognised HREEL AN
directly in equity k] 6,817 1,144,864 3,322 (30,000) 1,125,003 20,652 1,145,655
Balance at —E-if
31 December 2015 +ZRA=1+-RE&& 11,972 1,682,784 512,763 949,550 3,217,069 29,649 3,246,718

The notes on pages 63 to 156 are an integral part of these consolidated financial

statements.

60 Kingdee International Software Group Company Limited

FOIEZ 6 EMME REEREM BRI -

Annual Report 2015



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

EOREREER
Attributable to owners of the Company
RARERREAER
Non-
Share Share (ther Retained controlling Total
capital premium 18SeIves eannings Total interests equity
RA BARE Atk BEYE B GRS iR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREFT ARBTT ARBTR ARBTR ARETR AREFr AREFR
Balance at —2-mE
1 January 2014 -A-B&8 B35 40283 598 G767 1750412 4466 175488
Comprehensive income FaEH
Profit for the year FEER - - - 197,048 197,048 3,300 200,348
Other comprehensive losses  Efbis & EE
Currency translation differences  SMNE B 2% = - (4,629) - (4629) - (4629)
Total comprehensive #4818 (BR)/
(losses)/income il - - (4629) 19748 192419 3300 19,719
Transactions with owners ~ HERBFEHXS
Employees share option scheme: B T BERIE=HE] -
~Valug of employes services  — B TIRIEE - 25210 - - 25210 - 5210
- Proceeds from shares issued ~ — FE{TRRIDATE R 0 32457 - - BT - BT
Issue of convertible bond BIMESRES
- equity component - ERHH = = 8,696 = 8,696 = 8,696
Equity transactions with el g ety
non-controlling interests 5 = = (1,276) S (1,276) 1480 204
Shares purchased for share BOEREEE
award plan kin = = (19,666) - (19,666) - (19,666)
Total transactions with RESPERES
owners, recognised HEREER AN
directly in equity a5 70 57,667 (12,246) - 16,141 1480 47,621
Balance at —E-mE
31 December 2014 +ZR=+—-H#&& 69,155 537,920 512,113 873,784 1,986,972 9,246 1,998,218

The notes on pages 63 to 156 are an integral part of these consolidated financial

statements.
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CONSOLIDATED CASH FLOW STATEMENT

EHREERER

Year ended 31 December
#E+-A=1+—HILEE

2015 2014
—E-1% —T-mEF
Note RMB’000 RMB'000
BiEE AR®TR ARETT
Cash flows from operating activities RETHHHRERE
Cash generated from operations REELNRS 34 662,019 606,937
Interest paid BFE (94,448) (95,643)
Income tax paid RENIECE (11,131) (4,616)
Net cash generated from operating activities RETDHELPRHR 556,440 506,678
Cash flows from investing activities REZDMRERE
Purchases of property, plant and equipment BETHE  THNERE (43,968) (69,778)
Proceeds from disposals of property, plant and equipment EEREE « TR ZEHER 34 1,876 7,262
Purchases of intangible assets BEEMLE (258,448) (207,556)
Cash paid for contingent and deferred consideration B E KRR
for business combination WERE (4,288) (3,249)
Pledged bank deposits withdrawn/(placed) — net HRRTEZERE (FA)— 58 4,206 (2,618)
Short-term bank deposits placed — net REBRITEREA - 38 (384,375) (118,782)
Interest received B 8 28,517 23,837
Repayments received from entrusted loans ZRERLA2YE 25,800 200
Payments for entrusted loans ZRERTH (50,000) (20,000)
(Purchases)/proceeds of other investments — net (BE)/ BEEME - FH (218,880) -
Investments in new associates HEEEARRE (24,900) -
Net cash used in investing activities RETHFRARRSE (924,460) (390,684)
Cash flows from financing activities MEFDHRERE
Proceeds from issuing new shares BITHRETE 1,051,083 -
Proceeds from share options exercised BRTTIETS 18 57,328 33177
Proceeds from borrowings EIER 450,000 100,000
Repayments of borrowings EEEX (896,600) (883,100)
Proceeds from issuing convertible bond BITRERESAER = 1,006,579
Payments for purchase of shares for share award plan BERMEETESA 2RO A 19 (24,832) (19,666)
Dividends paid AR & (30,000) -
Disposal of interest in a subsidiary without loss of control & A B 5k = | 7 AR 35 36,306 204
Net cash generated from financing activities METDHELFHRE 643,785 287,194
Net increase in cash and cash equivalents ReRACEENSENM 275,765 403,188
Currency translation losses on cash and cash equivalents & ¥, =58 (9,789) -
Cash and cash equivalents at beginning of year FNHRERBESEED 16 1,261,634 858,446
Cash and cash equivalents at end of year ERBELREALEED 16 1,527,610 1,261,634

The notes on pages 63 to 156 are an integral part of these consolidated financial

statements.
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General information

Kingdee International Software Group Company Limited (the “Company”)
was incorporated in the Cayman Islands in 1999 as an exempted company
with limited liability. The address of its place of business is Kingdee
Software Park, 2 Keji 12th Road South, Hi-tech Industrial Park, Nanshan
District, Shenzhen, Guangdong Province, the People’s Republic of China
(the “PRC").

The Company is an investment holding company. The principal activities of
the Company and its subsidiaries (together the “Group”) are the developing,
manufacturing and selling of enterprise management software products and
the provision of software-related technical services in the PRC.

The Company has its primary listing on the Stock Exchange of Hong Kong
Limited (“Stock Exchange”) since 15 February 2001.

These financial statements are presented in Renminbi (“RMB”), unless
otherwise stated.

Summary of significant accounting policies

The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below. These policies have
been consistently applied to all the years presented, unless otherwise
stated.

2.1 Basis of preparation

The consolidated financial statements of the Group have been
prepared in accordance with all applicable International Financial
Reporting Standards (IFRS). The consolidated financial statements
have been prepared under the historical cost convention, as modified
by the revaluation of investment properties, which are carried at
fair value.

The preparation of financial statements in conformity with IFRS
requires the use of certain critical accounting estimates. It also
requires management to exercise its judgment in the process of
applying the Group's accounting policies. The areas involving
a higher degree of judgment or complexity, or areas where
assumptions and estimates are significant to the consolidated
financial statements are disclosed in Note 4.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A I RARMIEE

2

64

Summary of significant accounting policies (continued) 2

2.1

Kingdee International Software Group Company Limited

Basis of preparation (continued)

(a) New and amended standards adopted by the group

The following amendments to standards have been adopted
by the group for the first time for the financial year beginning

on or after 1 January 2015:

Amendment to IAS 19 on contributions from employees or

third parties to defined benefit plans:

° The amendment distinguishes between contributions

that are linked to service only in the period in which
they arise and those linked to service in more than
one period. The amendment allows contributions
that are linked to service, and do not vary with the
length of employee service, to be deducted from the
cost of benefits earned in the period that the service
is provided. Contributions that are linked to service,
and vary according to the length of employee service,
must be spread over the service period using the same
attribution method that is applied to the benefits.

Annual improvements 2012 — These amendments include the
following changes from the 2010-2012 cycle of the annual

improvements project:

IFRS 8, “Operating segments” — The standard is
amended to require disclosure of the judgements made
by management in aggregating operating segments
and a reconciliation of segment assets to the entity’s
assets when segment assets are reported.

IAS 16, “Property, plant and equipment” and IAS 38,
“intangible assets” — Both standards are amended
to clarify how the gross carrying amount and the
accumulated depreciation are treated where an entity
uses the revaluation model.

IAS 24, “Related Party Disclosures” — The reporting
entity is not required to disclose the compensation
paid by the management entity (as a related party) to
the management entity’s employee or directors, but
it is required to disclose the amounts charged to the
reporting entity by the management entity for services
provided.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e I RARMIEE

2

Summary of significant accounting policies (continued)

2.1

Basis of preparation (continued)

(a)

(b)

New and amended standards adopted by the group
(Continued)

Annual improvements 2013 — The amendments include the
following changes from the 2011-2013 cycle of the annual
improvements project:

° IFRS 3, “Business combinations” — It clarifies that
IFRS 3 does not apply to the accounting for the
formation of any joint arrangement under IFRS 11 in
the financial statements of the joint arrangement.

° [FRS 13, “Fair value measurement” — It clarifies that
the portfolio exception in IFRS 13, which allows an
entity to measure the fair value of a group of financial
assets and financial liabilities on a net basis, applies
to all contracts (including non-financial contracts)
within the scope of IAS 39 or IFRS 9.

° IAS 40, “Investment property” — Preparers also need
to refer to the guidance in IFRS 3 to determine whether
the acquisition of an investment property is a business
combination.

New Hong Kong Companies Ordinance (Cap.622)

In addition, the requirements of Part 9 “Accounts and Audit”
of the new Hong Kong Companies Ordinance (Cap. 622)
come into operation during the financial year, as a result,
there are changes to presentation and disclosures of certain
information in the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A I RARMIEE

2

66

Summary of significant accounting policies (continued)
2.1 Basis of preparation (continued)

(c)

Kingdee International Software Group Company Limited

New standards and interpretations not yet adopted

The following new standards and amendments to standards
have been issued but are not effective for the financial year
beginning 1 January 2015 and have not been early adopted

by the Group:

IFRS 14

IFRS 11 (Amendment)

Amendments to IAS16
and 1AS38

IFRS 10 and 28

AS 27

IFRSs (Amendment)

IFRS 10, 12 and IAS 28
(Amendment)

IAS 1

IFRS 15

IFRS 9

IFRS 16

L Effective for annual periods beginning on or after 1 January

2
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Regulatory Deferral Accounts '

Acquisitions of Interests in Joint Operations '

Clarification of Acceptable Methods of
Depreciation and Amortisation '

Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture !

Equity Method in Separate Financial
Statements !

Annual Improvements 2012 - 2014 "

Investment entities: applying the consolidation
exception !

Disclosure initiative !

Revenue from Contracts with Customers ?

Financial Instruments 2

Leases ®
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2019 ERIEMA G E

The Group is in the process of making an assessment on the
impact of these standards and amendments to standards on
the financial statements of the Group in the initial application.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e I RARMIEE

2

Summary of significant accounting policies (continued)
2.2 Subsidiaries
2.2.1 Consolidation

A subsidiary is an entity (including a structured entity) over
which the Group has control. The Group controls an entity
when the Group is exposed to, or has rights to, variable
returns from its involvement with the entity and has the
ability to affect those returns through its power over the entity.
Subsidiaries are consolidated from the date on which control
is transferred to the Group. They are deconsolidated from the
date that control ceases.

(a)

Business combinations

The Group applies the acquisition method to account
for business combinations. The consideration
transferred for the acquisition of a subsidiary is the fair
values of the assets transferred, the liabilities incurred
to the former owners of the acquiree and the equity
interests issued by the Group. The consideration
transferred includes the fair value of any asset or
liability resulting from a contingent consideration
arrangement. ldentifiable assets acquired and
liabilities and contingent liabilities assumed in a
business combination are measured initially at their
fair values at the acquisition date.

The Group recognises any non-controlling interest in
the acquiree on an acquisition-by-acquisition basis.
Non-controlling interests in the acquiree that are
present ownership interests and entitle their holders
to a proportionate share of the entity’s net assets in the
gvent of liquidation are measured at either fair value or
the present ownership interests’ proportionate share in
the recognised amounts of the acquiree’s identifiable
net assets. All other components of non-controlling
interests are measured at their acquisition date fair
value, unless another measurement basis is required
by IFRS.

Acquisition-related costs are expensed as incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A I RARMIEE

2

68

Summary of significant accounting policies (continued)
2.2 Subsidiaries (continued)

2.2.1 Consolidation (continued)

(a)

Kingdee International Software Group Company Limited

Business combinations (continued)

If the business combination is achieved in stages,
the acquisition date carrying value of the acquirer’s
previously held equity interest in the acquiree is
re-measured to fair value at the acquisition date; any
gains or losses arising from such re-measurement are
recognised in profit or loss.

Any contingent consideration to be transferred by the
Group is recognised at fair value at the acquisition
date. Subsequent changes to the fair value of the
contingent consideration that is deemed to be an
asset or liability is recognised in accordance with
IAS 39 either in profit or loss or as a change to other
comprehensive income. Contingent consideration that
is classified as equity is not remeasured, and its
subsequent settlement is accounted for within equity.

The excess of the consideration transferred, the
amount of any non-controlling interest in the acquiree
and the acquisition-date fair value of any previous
equity interest in the acquiree over the fair value of
the identifiable net assets acquired is recorded as
goodwill. If the total of consideration transferred,
non-controlling interest recognised and previously
held interest measured is less than the fair value of the
net assets of the subsidiary acquired in the case of a
bargain purchase, the difference is recognised directly
in the income statement (Note 2.9).

Intra-Group transactions, balances and unrealised
gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated.
When necessary, amounts reported by subsidiaries
have been adjusted to conform with the Group’s
accounting policies.

2
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e I RARMIEE

2

Summary of significant accounting policies (continued)
2.2 Subsidiaries (continued)
2.2.1 Consolidation (continued)

(b)  Changes in ownership interests in subsidiaries without
change of control

Transactions with non-controlling interests that do
not result in a loss of control are accounted for as
equity transactions — that is, as transactions with the
owners of the subsidiary in their capacity as owners.
The difference between fair value of any consideration
paid and the relevant share acquired of the carrying
amount of net assets of the subsidiary is recorded in
equity. Gains or losses on disposals to non-controlling
interests are also recorded in equity.

(c)  Disposal of subsidiaries

When the Group ceases to have control, any retained
interest in the entity is re-measured to its fair value
at the date when control is lost, with the change
in carrying amount recognised in profit or loss.
The fair value is the initial carrying amount for the
purposes of subsequently accounting for the retained
interest as an associate, joint venture or financial
asset. In addition, any amounts previously recognised
in other comprehensive income in respect of that
entity are accounted for as if the Group had directly
disposed of the related assets or liabilities. This may
mean that amounts previously recognised in other
comprehensive income are reclassified to profit or
loss.

2.2.2 Separate financial statements

Investments in subsidiaries are accounted for at cost less
impairment. Cost also includes direct attributable costs
of investment. The results of subsidiaries are accounted
for by the Company on the basis of dividend received and
receivable.

Impairment testing of the investments in subsidiaries is
required upon receiving dividends from these investments
if the dividend exceeds the total comprehensive income of
the subsidiary in the period the dividend is declared or if the
carrying amount of the investment in the separate financial
statements exceeds the carrying amount in the consolidated
financial statements of the investee’s net assets including
goodwill.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A I RARMIEE

2
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Kingdee International Software Group Company Limited

Summary of significant accounting policies (continued)
2.3 Associates

An associate is an entity over which the Group has significant
influence but not control, generally accompanying a shareholding
of between 20% and 50% of the voting rights. Investments in
associates are accounted for using the equity method of accounting.
Under the equity method, the investment is initially recognised
at cost, and the carrying amount is increased or decreased to
recognise the investor’s share of the profit or loss of the investee
after the date of acquisition. The Group’s investment in associates
includes goodwill identified on acquisition. Upon the acquisition of
the ownership interest in an associate, any difference between the
cost of the associate and the Group’s share of the net fair value of
the associate’s identifiable assets and liabilities is accounted for
as goodwill.

The Group’s share of post-acquisition profit or loss is recognised in
the income statement, and its share of post-acquisition movements in
other comprehensive income is recognised in other comprehensive
income with a corresponding adjustment to the carrying amount of
the investment. When the Group’s share of losses in an associate
equals or exceeds its interest in the associate, including any other
unsecured receivables, the Group does not recognise further losses,
unless it has incurred legal or constructive obligations or made
payments on behalf of the associate.

The Group determines at each reporting date whether there is any
objective evidence that the investment in the associate is impaired.
If this is the case, the Group calculates the amount of impairment as
the difference between the recoverable amount of the associate and
its carrying value and recognises the amount adjacent to “share of
profit/(loss) of an associate accounted for using equity method” in
the income statement.

Profits and losses resulting from upstream and downstream
transactions between the Group and its associate are recognised
in the Group’s financial statements only to the extent of unrelated
investor's interests in the associates. Unrealised losses are
eliminated unless the transaction provides evidence of an impairment
of the asset transferred. Accounting policies of associates have been
changed where necessary to ensure consistency with the policies
adopted by the Group.

Gains or losses on dilution of equity interest in associates are
recognised in the income statement.

2
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e I RARMIEE

2

Summary of significant accounting policies (continued)
2.4 Segment reporting

2.5

Operating segments are reported in a manner consistent with the
internal reporting provided to the chief operating decision-maker.
The chief operating decision-maker, who is responsible for allocating
resources and assessing performance of the operating segments,
has been identified as the executive directors of the Company that
makes strategic decisions.

Foreign currency translation

(a)

(b)

Functional and presentation currency

ltems included in the financial statements of each of the
Group’s entities are measured using the currency of the
primary economic environment in which the entity operates
(the “functional currency”). The consolidated financial
statements are presented in RMB, which is the Company’s
functional and the Group’s presentation currency.

Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing at
the dates of the transactions or valuation where items are re-
measured. Foreign exchange gains and losses resulting from
the settlement of such transactions and from the translation
at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the
income statement.

Foreign exchange gains and losses that relate to borrowings
and cash and cash equivalents are presented in the income
statement within “Finance income or costs”. All other foreign
exchange gains and losses are presented in the consolidated
income statement within “Other gains — net”.

Translation differences on non-monetary financial assets and
liabilities such as equities held at fair value through profit or
loss are recognised in profit or loss as part of the fair value
gains or losses. Translation differences on non-monetary
financial assets, such as equities classified as available for
sale, are included in other comprehensive income.
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A I RARMIEE

2

12

Summary of significant accounting policies (continued)

2.5 Foreign currency translation (continued)
(c) Group companies

The results and financial position of all the Group entities
(none of which has the currency of a hyper-inflationary
economy) that have a functional currency different from the
presentation currency are translated into the presentation

currency as follows:

(i) assets and liabilities for each statement of financial
position presented are translated at the closing rate at
the date of that statement of financial position;

(i) income and expenses for each income statement
are translated at average exchange rates (unless
this average is not a reasonable approximation
of the cumulative effect of the rates prevailing on
the transaction dates, in which case income and
expenses are translated at the rate on the dates of the

transactions); and

(iii)  all resulting exchange differences are recognised in

other comprehensive income.

2.6 Property, plant and equipment

Buildings comprise mainly offices. Property, plant and equipment
are stated at historical cost less depreciation. Historical cost
includes expenditure that is directly attributable to the acquisition

of the items.

Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will
flow to the Group and the cost of the item can be measured reliably.
The carrying amount of the replaced part is derecognised. All other
repairs and maintenance are charged in the consolidated income
statement during the financial period in which they are incurred.

Kingdee International Software Group Company Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2

Summary of significant accounting policies (continued)

2.6

2.7

Property, plant and equipment (continued)

Depreciation is calculated using the straight-line method to allocate
their costs to their residual values over their estimated useful lives,
as follows:

- Buildings 15-40 years
S Computer and related equipment 5 years
- Office equipment 5 years
- Motor vehicles 5 years

the lower of the lease term
and the useful lives

- Leasehold improvements

The assets’ residual values and useful lives are reviewed, and
adjusted if appropriate, at each reporting period.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than
its estimated recoverable amount (Note 2.11).

Gains and losses on disposals are determined by comparing
proceeds with the carrying amount and are recognised within “Other
gains —net” in the consolidated income statement.

Investment property

Investment property, principally comprising leasehold land
and buildings, is held for long-term rental yields or for capital
appreciation or both, and that is not occupied by the Group. It
also includes properties that are being constructed or developed
for future use as investment properties. Land held under operating
leases are accounted for as investment properties when the rest of
the definition of an investment property is met. In such cases, the
operating leases concerned are accounted for as if they were finance
leases. Investment property is initially measured at cost, including
related transaction costs and where applicable borrowing costs.
After initial recognition, investment properties are carried at fair
value, representing open market value determined at each reporting
date by external valuers. Fair value is based on active market prices,
adjusted, if necessary, for any difference in the nature, location or
condition of the specific asset. If the information is not available, the
Group uses alternative valuation methods such as recent prices on
less active markets or discounted cash flow projections. Changes in
fair values are recorded in the income statement statement as part
of a valuation gain or losses in “Other gains — net”.
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Summary of significant accounting policies (continued)
2.8 Land-use rights

2.9

Kingdee International Software Group Company Limited

Land-use rights represent lease payments paid or payable for the
land use rights less accumulated amortisation and are recognised
as an expense in the income statement on a straight-line basis over
the lease period of the land use rights.

Intangible assets

(a)

Goodwill

Goodwill arises on the acquisition of subsidiaries and
represents the excess of the aggregate of the consideration
transferred, the amount of any non-controlling interest in the
acquiree and the acquisition-date fair value of any previous
equity interest in the acquiree over the fair value of the
identifiable net assets acquired.

For the purpose of impairment testing, goodwill acquired
in a business combination is allocated to each of the cash-
generating units (“CGUs”), or groups of CGUs, that is
expected to benefit from the synergies of the combination.
Each unit or group of units to which the goodwill is allocated
represents the lowest level within the entity at which the
goodwill is monitored for internal management purposes.
Goodwill is monitored at the operating segment level.

Goodwill impairment reviews are undertaken annually or more
frequently if events or changes in circumstances indicate
a potential impairment. The carrying value of goodwill is
compared to the recoverable amount, which is the higher of
value in use and the fair value less costs of disposal. Any
impairment is recognised immediately as an expense and is
not subsequently reversed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e I RARMIEE

2  Summary of significant accounting policies (continued)
2.9 Intangible assets (continued)

(b)

Research and development expenditure and web site
development costs

Research expenditure is recognised as an expense as
incurred. Costs incurred on development projects (relating
to the design and testing of new and improved products)
or expenditures incurred in the development of a web site
related to the application and infrastructure development are
recognised as intangible assets when the following criteria
are met:

° it is technically feasible to complete the software
product so that it will be available for use;

° management intends to complete the software product
and use or sell it;

o there is an ability to use or sell the software product;

° it can be demonstrated how the software product will
generate probable future economic benefits;

° adequate technical, financial and other resources
to complete the development and to use or sell the
software product are available; and

° the expenditure attributable to the software product
during its development can be reliably measured.

Directly attributable costs that are capitalised include the
software development employee costs and an appropriate
portion of relevant overheads.

Other development expenditures that do not meet these criteria
are recognised as an expense as incurred. Development costs
previously recognised as an expense is not recognised as an
asset in a subsequent period.

Capitalised development costs are recorded as intangible
assets and amortised from the point at which the asset is
ready for use on a straight-line basis over their estimated
useful lives not exceeding 3 years.
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Summary of significant accounting policies (continued)
Intangible assets (continued)

2.9

(c)

(d)

(e)

Acquired licenses and copyrights

Separately acquired licenses and copyrights are shown
at historical cost. Licenses and copyrights acquired in a
business combination are recognised at fair value at the
acquisition date. Licenses and copyrights have a finite useful
life and are carried at cost less accumulated amortisation.
Amortisation is calculated using the straight-line method
to allocate the cost of licenses and copyrights over their
estimated useful lives not exceeding 5 years.

Computer software for own use

Computer software licenses for own use are capitalised on
the basis of the costs incurred to acquire and bring to use
the specific software. These costs are amortised over their
estimated useful lives not exceeding 5 years.

Acquired customer relationship

Separately acquired customer relationship are shown at
historical cost. Customer relationship acquired in a
business combination are recognised at fair value at the
acquisition date. Customer relationship is carried at cost less
accumulated amortization, amortisation is calculated using
the straight-line method to allocate the cost of customer
relationship over 5 years.

2.10 Shares held for share award plan

Kingdee International Software Group Company Limited

The consideration paid by the share award plan (Note 21(b)) for
purchasing the Company’s shares from the market, including any
directly attributable incremental cost, is presented as “Reserves”
and the amount is presented as a deduction from total equity. When
the share award plan transfers the Company’s shares to the awardees
upon vesting, the related costs of the awarded shares vested are
credited to “Reserves”.
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Summary of significant accounting policies (continued)

2.1

2.12

Impairment of non-financial assets

Intangible assets that have an indefinite useful life or intangible
assets not ready to use are not subject to amortisation and
are tested annually for impairment. Assets that are subject to
amortisation are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not
be recoverable. An impairment loss is recognised for the amount by
which the asset’s carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset’s fair value less
costs to sell and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which there
are separately identifiable cash flows (cash-generating units). Non-
financial assets other than goodwill that suffered an impairment are
reviewed for possible reversal of the impairment at each reporting
date.

Financial assets
2.12.1 Classification

The Group classifies its financial assets in the following
categories: at fair value through profit or loss, loans and
receivables, and available for sale. The classification depends
on the purpose for which the financial assets were acquired.
Management determines the classification of its financial
assets at initial recognition.

(@)  Financial assets at fair value through profit or loss

Financial instruments at fair value through profit
or loss have two sub-categories namely financial
instruments held for trading and those designated at
fair value through profit or loss at inception.

Financial assets at fair value through profit or loss are
financial assets held for trading. A financial asset is
classified in this category if acquired principally for
the purpose of selling in the short term. Derivatives
are also categorised as held for trading unless they are
designated as hedges.
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Summary of significant accounting policies (continued)
2.12 Financial assets (continued)

2.12.1 Classification (continued)

(a)

Kingdee International Software Group Company Limited

Financial assets at fair value through profit or loss
(continued)

A financial instrument can only be designated at
inception as at fair value through profit or loss
and cannot be subsequently changed. For financial
instruments designated at fair value through profit or
loss, the following criteria must be met:

° the designation eliminates or significantly
reduces the inconsistent treatment that would
otherwise arise from measuring the assets or
liabilities or recognizing the gains or losses
on them on a different basis; or

o the assets and liabilities are part of a group
of financial assets, financial liabilities or both
which are managed and their performance
evaluated on a fair value basis, in accordance
with a documented risk management or
investment strategy; or

o the financial asset contains an embedded
derivative that needs to be separately recorded.

Assets in this category are classified as current assets
if expected to be settled within 12 months; otherwise,
they are classified as non-current.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. They are included
in current assets, except for maturities greater than
12 months after the balance sheet date. These are
classified as non-current assets. The Group’s loans
and receivables comprise “Trade and other receivables”
and “Cash and cash equivalents” in the statement of
financial position (Note 2.16 and Note 2.17).
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2

Summary of significant accounting policies (continued)
2.12 Financial assets (continued)
2.12.1 Classification (continued)

(c)  Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives
that are either designated in this category or not
classified in any of the other categories. They are
included in non-current assets unless the investment
matures or management intends to dispose of it within
12 months of the end of the reporting period.

2.12.2 Recognition and measurement

Regular way purchases and sales of financial assets are
recognised on the trade-date — the date on which the Group
commits to purchase or sell the asset. Investments are
initially recognised at fair value plus transaction costs for all
financial assets not carried at fair value through profit or loss.
Financial assets are derecognised when the rights to receive
cash flows from the investments have expired or have been
transferred and the Group has transferred substantially all
risks and rewards of ownership. Loans and receivables are
subsequently carried at amortised cost using the effective
interest method.

Gains or losses arising from changes in the fair value of the
“financial assets at fair value through profit or loss” category
are presented in the income statement within “Other gains
— net” in the period in which they arise. Dividend income
from financial assets at fair value through profit or loss is
recognised in the income statement as part of other income
when the Group’s right to receive payments is established.

Changes in the fair value of monetary and non-monetary
securities classified as available for sale are recognised in
other comprehensive income.
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Summary of significant accounting policies (continued)
2.12 Financial assets (continued)

2.12.2 Recognition and measurement (continued)

When securities classified as available for sale are sold or
impaired, the accumulated fair value adjustments recognised
in equity are included in the income statement as “gains and
losses from investment securities”.

Interest on available-for-sale securities calculated using
the effective interest method is recognised in the income
statement as part of other income. Dividends on available-
for-sale equity instruments are recognised in the income
statement as part of other income when the Group’s right to
receive payments is established.

2.13 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount
reported in the statement of financial position when there is a legally
enforceable right to offset the recognised amounts and there is an
intention to settle on a net basis or realise the asset and settle the
liability simultaneously. The legally enforceable right must not be
contingent on future events and must be enforceable in the normal
course of business and in the event of default, insolvency or
bankruptcy of the company or the counterparty.

2.14 Impairment of financial assets

(a)

Kingdee International Software Group Company Limited

Assets carried at amortised cost

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial asset or
group of financial assets is impaired. A financial asset or a
group of financial assets is impaired and impairment losses
are incurred only if there is objective evidence of impairment
as a result of one or more events that occurred after the initial
recognition of the asset (a “loss event”) and that loss event
(or events) has an impact on the estimated future cash flows
of the financial asset or group of financial assets that can be
reliably estimated.

Evidence of impairment may include indications that the
debtors or a group of debtors is experiencing significant
financial difficulty, default or delinquency in interest or
principal payments, the probability that they will enter
bankruptcy or other financial reorganisation, and where
observable data indicate that there is a measurable decrease
in the estimated future cash flows, such as changes in arrears
or economic conditions that correlate with defaults.
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Summary of significant accounting policies (continued)
2.14 Impairment of financial assets (continued)

(a)

(b)

Assets carried at amortised cost (continued)

For loans and receivables category, the amount of the loss
is measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows
(excluding future credit losses that have not been incurred)
discounted at the financial asset’s original effective interest
rate. The carrying amount of the asset is reduced and
the amount of the loss is recognised in the consolidated
income statement. If a loan or held-to-maturity investment
has a variable interest rate, the discount rate for measuring
any impairment loss is the current effective interest rate
determined under the contract. As a practical expedient,
the Group may measure impairment on the basis of an
instrument’s fair value using an observable market price.

If, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised (such
as an improvement in the debtor’s credit rating), the reversal
of the previously recognised impairment loss is recognised
in the consolidated income statement.

Assets classified as available for sale

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial asset or a
group of financial assets is impaired.

For debt securities, if any such evidence exists the cumulative
loss — measured as the difference between the acquisition
cost and the current fair value, less any impairment loss
on that financial asset previously recognised in profit or
loss — is removed from equity and recognised in profit or
loss. If, in a subsequent period, the fair value of a debt
instrument classified as available for sale increases and the
increase can be objectively related to an event occurring
after the impairment loss was recognised in profit or loss,
the impairment loss is reversed through the consolidated
income statement.
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Summary of significant accounting policies (continued)

2.14

2.15

2.16

2.17

Kingdee International Software Group Company Limited

Impairment of financial assets (continued)
(b) Assets classified as available for sale (continued)

For equity investments, a significant or prolonged decline
in the fair value of the security below its cost is also
gvidence that the assets are impaired. If any such evidence
exists the cumulative loss — measured as the difference
between the acquisition cost and the current fair value,
less any impairment loss on that financial asset previously
recognised in profit or loss — is removed from equity and
recognised in profit or loss. Impairment losses recognised
in the consolidated income statement on equity instruments
are not reversed through the consolidated income statement.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined on weighted average basis. Net realisable value
is the estimated selling price in the ordinary course of business,
less the estimated costs of completion and applicable variable
selling expenses.

Trade and other receivables

Trade receivables are amounts due from customers for software
sold or services performed in the ordinary course of business. If
collection of trade and other receivables is expected in one year
or less (or in the normal operating cycle of the business if longer),
they are classified as current assets. If not, they are presented as
non-current assets.

Trade and other receivables are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest
method, less allowance for impairment.

Cash and cash equivalents

In the consolidated statement of cash flows, cash and cash
equivalents includes cash in hand, deposits held at call with banks,
other short-term highly liquid investments with original maturities
of three months or less, and bank overdrafts, but excludes pledged
bank deposits. In the consolidated and Company statement of
financial position, bank overdrafts are shown within borrowings in
current liabilities.
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Summary of significant accounting policies (continued)

2.18

2.19

2.20

Share capital

Ordinary shares are classified as equity. Incremental costs directly
attributable to the issue of new shares or options are shown in equity
as a deduction, net of tax, from the proceeds.

Where any group companies purchases the Company’s share capital
(treasury shares), the consideration paid, including any directly
attributable incremental costs (net of income taxes) is deducted
from equity attributable to the Company’s owners until the shares
are cancelled or reissued. Where such shares are subsequently
reissued, any consideration received, net of any directly attributable
incremental transaction costs and the related income tax effects, is
included in equity attributable to the Company’s owners.

Trade payables

Trade payables are obligations to pay for goods or services that have
been acquired in the ordinary course of business from suppliers.
Trade payables are classified as current liabilities if payment is
due within one year or less (or in the normal operating cycle of
the business if longer). If not, they are presented as non-current
liabilities.

Trade payables are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest method.

Borrowings

Borrowings are recognised initially at fair value, net of transaction
costs incurred. Borrowings are subsequently stated at amortised
cost; any differences between proceeds (net of transaction cost) and
the redemption value is recognised in the income statement over the
period of the borrowings using the effective interest method.

Fees paid on the establishment of loan facilities are recognised as
transaction costs of the loan to the extent that it is probable that
some or all of the facility will be drawn down. In this case, the fee
is deferred until the draw-down occurs. To the extent there is no
gvidence that it is probable that some or all of the facility will be
drawn down, the fee is capitalised as a pre-payment for liquidity
services and amortised over the period of the facility to which it
relates.

Borrowings are classified as current liabilities unless the Group has
an unconditional right to defer settlement of the liability for at least
12 months after the end of the reporting period.
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Summary of significant accounting policies (continued)

2.21

2.22

Kingdee International Software Group Company Limited

Borrowing costs

General and specific borrowing costs directly attributable to the
acquisition, construction or production of qualifying assets, which
are assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the cost of those
assets, until such time as the assets are substantially ready for their
intended use or sale.

Investment income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets is
deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.

Compound financial instruments

Compound financial instruments issued by the Group comprise
convertible bond that can be converted to share capital at the option
of the holder, and the number of shares to be issued does not vary
with changes in their fair value.

The liability component of a compound financial instrument is
recognised initially at the fair value of a similar liability that does
not have an equity conversion option. The equity component is
recognised initially at the difference between the fair value of the
compound financial instrument as a whole and the fair value of
the liability component, which is included in shareholders’ equity
in other reserves. Any directly attributable transaction costs are
allocated to the liability and equity components in proportion to
their initial carrying amounts.

Subsequent to initial recognition, the liability component of a
compound financial instrument is measured at amortised cost
using the effective interest method. The equity component of a
compound financial instrument is not re-measured subsequent to
initial recognition except on conversion or expiry.

The liability component of a convertible instrument is classified
as current unless the group has an unconditional right to defer
settlement of the liability for at least 12 months after the end of the
reporting period.
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2

Summary of significant accounting policies (continued)
2.23 Current and deferred income tax

The tax expense for the period comprises current and deferred tax.
Tax is recognised in the consolidated income statement, except to
the extent that it relates to items recognised in other comprehensive
income or directly in equity. In this case, the tax is also recognised
in other comprehensive income or directly in equity, respectively.

(a)

(b)

Current income tax

The current income tax charge is calculated on the basis
of the tax laws enacted or substantively enacted at the
balance sheet date in the countries where the Company
and its subsidiaries operate and generate taxable income.
Management periodically evaluates positions taken in
tax returns with respect to situations in which applicable
tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.

Deferred income tax
Inside basis differences

Deferred income tax is recognised, using the liability method,
on temporary differences arising between the tax bases
of assets and liabilities and their carrying amounts in the
consolidated financial statements. However, deferred tax
liabilities are not recognised if they arise from the initial
recognition of goodwill, the deferred income tax is not
accounted for if it arises from initial recognition of an
asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither
accounting nor taxable profit or loss. Deferred income tax is
determined using tax rates (and laws) that have been enacted
or substantially enacted by the balance sheet date and are
expected to apply when the related deferred income tax asset
is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent
that it is probable that future taxable profit will be available
against which the temporary differences can be utilised.
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Summary of significant accounting policies (continued)
2.23 Current and deferred income tax (continued)

(b)

(c)

Kingdee International Software Group Company Limited

Deferred income tax (continued)
Outside basis differences

Deferred income tax liabilities are provided on taxable
temporary differences arising from investments in subsidiaries
and associates, except for deferred income tax liability where
the timing of the reversal of the temporary difference is
controlled by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future. Generally
the Group is unable to control the reversal of the temporary
difference for associates. Only where there is an agreement in
place that gives the Group the ability to control the reversal
of the temporary difference not recognised.

Deferred income tax assets are recognised on deductible
temporary differences arising from investments in
subsidiaries and associates only to the extent that it is
probable the temporary difference will reverse in the future
and there is sufficient taxable profit available against which
the temporary difference can be utilised.

Offsetting

Deferred income tax assets and liabilities are offset when
there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred income
taxed assets and liabilities relate to income taxes levied by
the same taxation authority on either the taxable entity or
different taxable entities where there is an intention to settle
the balances on a net basis.
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2

Summary of significant accounting policies (continued)
2.24 Employee benefits

(a)

(b)

Retirement bhenefits

The Group provides defined contribution retirement plans
based on local laws and regulations. The plans cover full-time
employees and provide for contributions at certain percentage
of salary as determined by the respective local government
authorities. The Group has no further payment obligations
once the contributions have been paid. The contributions
are recognised as employee benefit expense when they are
due. Prepaid contributions are recognised as an asset to the
extent that a cash refund or a reduction in the future payments
is available.

Termination benefits

Termination benefits are payable when employment is
terminated by the Group before the normal retirement date,
or whenever an employee accepts voluntary redundancy
in exchange for these benefits. The Group recognises
termination benefits at the earlier of the following dates: (a)
when the Group can no longer withdraw the offer of those
benefits; and (b) when the entity recognises costs for a
restructuring that is within the scope of IAS 37 and involves
the payment of termination benefits. In the case of an offer
made to encourage voluntary redundancy, the termination
benefits are measured based on the number of employees
expected to accept the offer. Benefits falling due more than 12
months after the end of the reporting period are discounted
to their present value.
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Summary of significant accounting policies (continued)
2.25 Share-based payment

(a)

Kingdee International Software Group Company Limited

Equity-settled share-based payment transactions

The Group operates a number of equity-settled, share-based
compensation (including share option schemes and share
award plans), under which the entity receives services from
employees as consideration for equity instruments (including
share option and awarded shares) of the Group. The fair
value of the employee services received in exchange for the
grant of the options is recognised as an expense over the
vesting period.

For grant of share options, the total amount to be expensed
is determined by reference to the fair value of the options
granted, which includes any market performance conditions
(for example, the Company’s share price); but excludes the
impact of any service and non-market performance vesting
conditions (for example, profitability, sales growth targets
and remaining an employee of the entity over a specified
time period); and includes the impact of any non-vesting
conditions (for example, the requirement for employees to
hold shares for a specified period of time). For grant of
award shares, the total amount to be expensed is determined
by reference to the market price of the Company’s shares at
the grant date. The Group also adopts valuation technique
to assess the fair value of other equity instruments of the
Group granted under the share-based compensation plans
as appropriate.

At the end of each reporting period, the Group revises its
estimates of the number of shares under options and awarded
shares that are expected to vest based on the non-marketing
performance and service conditions. It recognises the impact
of the revision to original estimates, if any, in the income
statement, with a corresponding adjustment to equity.

In addition, in some circumstances employees may provide
services in advance of the grant date and therefore the grant
date fair value is estimated for the purposes of recognising the
expense during the period between service commencement
period and grant date.

When the options are exercised, the Company issues new
shares. The proceeds received net of any directly attributable
transaction costs are credited to share capital and share
premium.
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2  Summary of significant accounting policies (continued)

2.25

2.26

2.27

Share-based payment (continued)

(b) Share-based payment transactions among Group
entities

The grant by the Company of its equity instruments to the
employees of subsidiary undertakings in the Group is treated
as a capital contribution. The fair value of employee services
received, measured by reference to the grant date fair value,
is recognised over the vesting period as an increase to
investment in subsidiary undertakings, with a corresponding
credit to equity in the parent entity accounts.

Provisions

Provisions are recognised when: the Group has a present legal or
constructive obligation as a result of past events; it is probable that
an outflow of resources will be required to settle the obligation;
and the amount has been reliably estimated. Provisions are not
recognised for future operating losses.

Where there are a number of similar obligations, the likelihood
that an outflow will be required in settlement is determined by
considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect to any
one item included in the same class of obligations may be small.

Provisions are measured at the present value of the expenditures
expected to be required to settle the obligation using a pre-tax rate
that reflects current market assessments of the time value of money
and the risks specific to the obligation. The increase in the provision
due to passage of time is recognised as interest expense.

Revenue recognition

Revenue is measured at the fair value of the consideration received
or receivable for the sale of goods and services in the ordinary
course of the Group’s activities. Revenue is presented net of value-
added tax, returns, rebates and discounts and after elimination of
sales made within the Group.
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Kingdee International Software Group Company Limited

Summary of significant accounting policies (continued)
2.27 Revenue recognition (continued)

The Group recognises revenue when the amount of revenue can be
reliably measured, it is probable that future economic benefits will
flow to the entity and specific criteria have been met for each of the
Group’s activities as described below. The amount of revenug is not
considered to be reliably measurable until all contingencies relating
to the sale have been resolved. The Group bases its estimates on
historical results, taking into consideration the type of customer, the
type of transaction and the specifics of each arrangement.

The Group’s turnover includes, separately or in combination,
revenues from ERP business (including sales of software, sales of
hardware, provision of implementation services, software solution
consulting services, maintenance services, upgrade services, and
other supporting services) and cloud services (including ERP cloud,
express data cloud, finance cloud and mobile office cloud).

(a) Sales of standard software and hardware

Sales of standard software, hardware and related products,
including those distributed via distributors, are recognised
when a group entity has delivered the products to an end
customer; the customer has accepted the products and
collectability of the related receivables is reasonably assured.

(b) Software implementation contracts

An implementation contract is a contract specifically
negotiated for the implementation of software or a
combination of different software products that are closely
interrelated or interdependent in terms of their design,
technology and functions or their ultimate purpose or use.

The Group uses the percentage of completion method to
determine the appropriate amount of revenue to recognise
in a given period. The stage of completion is measured by
reference to the contract costs incurred up to the balance
sheet date as a percentage of total estimated costs for each
contract. Costs incurred in the year in connection with future
activity on a contract are excluded from contract costs in
determining the stage of completion. They are presented
as inventories, prepayments or other assets, depending on
their nature.
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Summary of significant accounting policies (continued)
2.27 Revenue recognition (continued)

(b)

(c)

Software implementation contracts (continued)

Variations in contract work, claims and incentive payments
are included in contract revenue to the extent that would
have been agreed with the customer and are capable of being
reliably measured.

Contract costs for software implementation are recognised
as expenses as they are incurred and contract revenue,
being costs incurred plus recognised profits (less recognised
losses) are recognised progressively over the period of the
contract. When the outcome of a contract can be estimated
reliably and it is probable that the contract will be profitable,
contract revenue is recognised with profits. When the
outcome of the contract cannot be estimated reliably, contract
revenue is recognised only to the extent of contract costs
incurred that are likely to be recoverable. When it is probable
that total contract costs will exceed total contact revenue,
the expected loss is recognised as an expense immediately.

The Group presents as an asset, the gross amount due from
customers for contract work for all contracts in progress for
which costs incurred plus recognised profits (less recognised
losses) exceed progress billings. Progress billings not yet
paid by customers are included within “trade and other
receivables”.

The Group presents as a liability the gross amount due to
customers for contract work for all contracts in progress
for which progress billings exceed costs incurred plus
recognised profits (less recognised losses).

Cloud and other services

Cloud services, software solution consulting, maintenance,
upgrading, training and other supporting services are
provided in the form of fixed-price contracts. Sales of
these services are recognised in the period the services are
provided, using a straight-line basis over the term of the
contract excluding software solution consulting services
and ERP cloud, which are recognised on a basis similar to
(a) or (b) above.
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Summary of significant accounting policies (continued)
2.27 Revenue recognition (continued)

2.28

Kingdee International Software Group Company Limited

(d)

(e)

Multiple element arrangements

The Group offers certain arrangements whereby a customer
can purchase software together with certain of the related
implementation or other services as discussed above.
When such multiple element arrangements exist, the total
arrangement consideration is allocated to each element
based on their relative fair values, as determined based on
the current market price of each of the elements when sold
separately. The revenues relating to the service elements,
which represent their relative fair values in relation to the
fair value of each of the elements in the arrangement, are
recognised on a percentage-of-completion basis over the
service period.

Where the Group is unable to determine the fair value of each
of the elements in an arrangement, it uses the residual value
method. Under this method, the Group determines the fair
value of the delivered element by deducting the fair value of
the undelivered element from the total contract consideration.

To the extent that there is a discount on the arrangement, such
discount is allocated between the elements of the contract in
such a manner as to reflect the fair values of the elements.

Rental income

Rental income from investment properties is recognised in
the income statement on a straight-line basis over the term
of the lease.

Interest Income

Interest income is recognised using the effective interest method.
When a loan and receivable is impaired, the Group reduces the
carrying amount to its recoverable amount, being the estimated
future cash flow discounted at the original effective interest rate of
the instrument, and continues unwinding the discount as interest
income. Interest income on impaired loan and receivables is
recognised using the original effective interest rate.
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Summary of significant accounting policies (continued)

2.29

2.30

2.3

Leases

Leases in which a significant portion of the risks and rewards of
ownership are retained by the lessor are classified as operating
leases. Payments made under operating lease (net of any incentives
received from the lessor) are charged to the income statement on a
straight-line basis over the period of the lease.

The Group leases certain property, plant and equipment. Leases of
property, plant and equipment where the Group has substantially all
the risks and rewards of ownership are classified as finance leases.
Finance leases are capitalised at the lease’s commencement at the
lower of the fair value of the leased property and the present value
of the minimum lease payments.

Each lease payment is allocated between the liability and finance
charges. The corresponding rental obligations, net of finance
charges, are included in other long-term payables. The interest
element of the finance cost is charged to the income statement
over the lease period so as to produce a constant periodic rate of
interest on the remaining balance of the liability for each period.
The property, plant and equipment acquired under finance leases
is depreciated over the shorter of the useful life of the asset and
the lease term.

Government grants

Grants from the government are recognised at their fair value where
there is a reasonable assurance that the grants will be received and
the Group will comply with all attached conditions.

Government grants relating to costs are deferred and recognised in
the income statement over the period necessary to match them with
the costs that they are intended to compensate.

Government grants relating to property, plant and equipment are
included in non-current liabilities as deferred government grants
and are credited to the income statement on a straight-line basis
over the expected lives of the related assets.

Dividend distribution

Dividends distribution to the Company’s shareholders is recognised
as a liability in the Group’s and the Company’s financial statements
in the period in which the dividends are approved by the Company’s
shareholders or board of directors.
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Financial risk management

3.1

Kingdee International Software Group Company Limited

Financial risk factors

The Group’s activities expose it to a variety of financial risks:
market risk (including foreign exchange risk and interest rate risk),
credit risk and liquidity risk. The Group’s overall risk management
programme focuses on the unpredictability of financial markets and
seeks to minimise potential adverse effects on the Group’s financial
performance. The directors review and agree policies for managing
each of these risks and they are summarised as follows:

(a) Market risk

(i)

Foreign exchange risk

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

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

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

At 31 December 2015, if the RMB had weakened/
strengthened by 5% against the HKD with all other
variables held constant, profit before tax for the year
would have been higher/lower by RMB11,493,000
(2014: RMB1,722,000), mainly as a result of foreign
exchange gains/losses on translation of HKD
denominated assets.

3
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3 Financial risk management (continued)
3.1 Financial risk factors (continued)

(a) Market risk (continued)

(i)

(i)

Foreign exchange risk (continued)

At 31 December 2015, if the RMB had strengthened/
weakened by 5% against the US dollar with all other
variables held constant, profit before tax for the year
would have been higher/lower by RMB36,555,000
(2014: RMB27,543,000), mainly as a result of
foreign exchange gains/losses on translation of USD
denominated cash at bank and in hand and convertible
bonds.

Interest rate risk

The Group’s interest rate risk arises from short-term
and long-term borrowings. Except for the borrowings
and bank deposits, fluctuation of market rates does
not have significant impact on the Group’s cash flows.

Borrowings obtained at variable rates expose the
Group to cash flow interest rate risk which is partially
offset by cash held at variable rates. Details of the
Group’s borrowings carried at variable rates are
detailed in Note 22. There is no other written policy
on managing the interest rate risk and management
will take appropriate steps to minimize its impact on
the income statement.

For the year ended 31 December 2015, if interest
rates on borrowings had been 1% higher/lower with
all other variables held constant, profit before tax
for the year would have decreased/increased by
RMB4,072,000 (2014: RMB6,875,000) respectively,
as a result of higher/lower interest expenses on
borrowings at variable rates.
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Financial risk management (continued)

3.1

Kingdee International Software Group Company Limited

Financial risk factors (continued)

(b)

Credit risk

The carrying amounts of cash and cash equivalents, pledged
and short-term bank deposits, trade and other receivables,
and available for sale financial assets represent the Group’s
maximum exposure to credit risk in relation to its financial
assets.

The management manages the credit risk of cash and cash
equivalents, pledged bank deposits and available for sale
financial assets by transacting with state-owned financial
institutions and reputable commercial banks which are all
high-credit-quality financial institutions in the PRC and
Hong Kong.

In relation to trade receivables, the Group has policies in
place to ensure that a certain percentage of the contracted
sales amounts have been received as deposits upon agreeing
the related sales contracts with customers. The credit quality
of the counterparties is assessed by taking into account their
financial position, credit history and other factors. The trade
debtors of the Group are numerous small and medium-sized
corporates. The Group sets individual credit limits based on
the assessment of credit quality. It also undertakes certain
monitoring procedures on an individual customer basis
to ensure that proper follow-up action is taken to recover
overdue debts. Nevertheless, the Group might suffer from
certain amounts of unrecoverable trade receivables due to
default and unexpected financial difficulties of customers
from time to time. The Group has no significant concentration
of credit risk in trade receivables and the balance of trade
receivables is composed of numerous individual small items
and the exposure spreads over a large number of customers.
The Group regularly performs ageing analysis, assesses
credit risks and estimates the recoverability of groups of trade
receivables bearing similar credit risk based on historical
data and cash collection history. The estimates are assessed
at each year end in order to ensure that adequate impairment
provision is made.

No other financial assets have a significant exposure to
credit risk.
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3

Financial risk management (continued)

3.1

(c)

3 MERRTE (W)

Financial risk factors (continued) 31 HMERRER (#)
Liquidity risk (c) FEENMERE
The Group exercises prudent liquidity risk management FEEBREEZEEENERREHE
by reviewing forecast cash balances on a quarterly basis MERTREORSHECERIE  #
to maintain sufficient cash levels and the availability of an BRANRSERAENIRANEERE
adequate amount of committed credit facilities to ensure the NRBREMRSRABEERBEBKE
availability of sufficient cash flows to meet any unexpected EREMELBEANNEANRESSE
and material cash requirements in the course of ordinary Ko AEBUESNREERE -
business. The Group has no significant exposure to liquidity
risk.
The table below analyses the Group’s financial liabilities TRIGAEERDANSBAERR
that will be settled on a gross basis into relevant maturity HEMESHAER  BREREEHEAYN
groupings based on the remaining period at the statement B RMFIREBREETAN - ERAR
of financial position to the contractual maturity date. BNeBEAGHMRURENRERE
The amounts disclosed in the table are the contractual HRERNFEDK  BUtEI2EAA
undiscounted cash flows. Balances due within 12 months B E R A EMES N EIREE
equal their carrying balances as the impact of discounting
is not significant.
Less than Between 1 Between 2 Over
1 year and 2 year and 5 year 5 years
—ELRA —ERE MELF AL
RMB'000 RMB'000 RMB’000 RMB’000
ARBTLT ARETT AR%®Tn ARETR
At 31 December 2015 R-E—-1%E
+-A=+—-H
Borrowings (including interests) &k (B ENFIE) 297,169 115,165 1,235,270 -
Trade and other payables JERTIRFR R EL A FE 3R
(excluding advances from (TeRFPES: -
customers and VAT and EERREEREH)
business tax payable) 203,292 - - -
Total A&t 500,461 115,165 1,235,270 -
At 31 December 2014 R-S—MmE
+ZA=+—-H
Borrowings (including interests)  f&k (B EMFE) 622,658 236,394 1,240,954 -
Trade and other payables JRE 1<) B 30 e E A B A< 3K
(excluding advances from (TE&EFERSE -
customers and VAT and BERREEER)
business tax payable) 221,874 - - -
Total & 844,532 236,394 1,240,954 -
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Kingdee International Software Group Company Limited

Financial risk management (continued)
3.2 Capital risk management

The Group’s objectives when managing capital are to safeguard the
Group’s ability to continue as a going concern in order to provide
returns for owners and benefits for other stakeholders and to
maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may
adjust the amount of dividends paid to owners, return capital to
shareholders, issue new shares or sell assets to reduce debt.

Consistent with others in the industry, the Group monitors capital
on the basis of the gearing ratio. This ratio is calculated as net debt
divided by total capital. Net debt is calculated as total borrowings
(including “current and non-current borrowings” as shown in the
consolidated statement of financial position) less cash and cash
equivalents. Total capital is calculated as “equity” as shown in the
consolidated statement of financial position plus net debt.

The Company issued US$175,000,000 4.0% convertible bonds on
14 April 2014. The bonds mature five years from the issue date.
The bonds can be converted into the Company’s ordinary shares,
at the holder’s option at any time on or after 25 May 2014 up to the
close of business (at the place where the bond certificate evidencing
such bond is deposited for conversion) on the 10th day prior to the
maturity date (both days inclusive), at HK$3.90 (fixed in US dollars
at US$0.50) per share. The values of the liability component and
the equity conversion component were determined at issuance of
the bonds. The proceeds raised from the issuance of the convertible
bonds would be used to meet the needs of working capital for the
Group.
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3 Financial risk management (continued)
3.2 Capital risk management (continued)
The gearing ratios at 31 December 2015 and 2014 were as follows:

HERREE (W)

32 WREMES (#)
E-B-TFR-F-MET-A=t-8-
AREOAEREL LT

2015 2014

Z2-1f —T-mEF

RMB’000 RMB'000

AR®TT ARET T

Total borrowings (Note 22) BiEm (MEE22) 1,456,518 1,836,976

Less: cash and cash equivalents (Note 16) A ReRBREEEY (F316) 1,527,610 1,261,634

Net (asset)/debt (BE)/ EBHFE (71,092) 575,342

Total equity BT 3,246,718 1,998,218

Total capital BEX 3,175,626 2,573,560

Gearing ratio EAREFELEX Nil 22.36%
&

From a gearing ratio 22.36% at 31 December 2014, the Group has
reduced it to nil at 31 December 2015. This is mainly due to the
issue of new shares. The intention of the directors is to maintain the
gearing ratio at below 30%.

3.3 Fair value estimation

The table below analyses the Group’s financial instruments carried at
fair value as at 31 December 2015 (2014: Nil) by level of the inputs
to valuation techniques used to measure fair value. Such inputs are
categorised into three levels within a fair value hierarchy as follows:

° Quoted prices (unadjusted) in active markets for identical
assets or liabilities (level 1).

° Inputs other than quoted prices included within level 1 that
are observable for the asset or liability, either directly (that
is, as prices) or indirectly (that is, derived from prices) (level
2).

o Inputs for the asset or liability that are not based on
observable market data (that is, unobservable inputs) (level
3).

SEEMNEARBLER -F - MF22.36%2
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Nt B
3  Financial risk management (continued) 3 HBERREERE)
3.3 Fair value estimation (continued) 3.3 ORREME (8
See Note 9 for disclosures of the investment properties that are BRAAEBENENREERHENB RSN
measured at fair value. 9.
Level 2 Level 3 Total
F2R k] st
RMB’000 RMB'000 RMB'000
ARET T ARET T ARET T
Financial assets at fair value AR EEFEBAEH T ABEN
through profit or loss PREE
— Forward foreign exchange contracts  — SpMNEEHRA A
(Note 11) (WHE11) - 1267 1267
— Investment designated at fair value ~ — EEE AU R BEFERE
through profit or loss BEARBZHRE = 6,000 6,000
Available-for-sale financial assets AL ESHEE 165,085 60,092 25177
165,085 67,359 232,444

The following table presents the changes in level 2 and level 3

instruments for the year ended 31 December 2015.

TRBFHE-F-EAT-A=T-ALF
BRENEELRIAGED -

Financial assets Available-

at fair value for-sale

through financial
profit or loss assets Total

BoaREEE

BEE8R A A E
RRmemaE eMEE et
RMB'000 RMB'000 RMB’000
ARET T ARET T ARETT
At 1 January 2015 —Z-51f§—H—H = = =
Additions i 57,267 536,177 593,444
Disposals RE (50,000) (311,000) (361,000)
At 31 December 2015 —E-nf+ZHB=+—H 1,267 225,177 232,444

There were no transfers between levels 1 and 2 during the year.
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4  Critical accounting estimates and judgments

Estimates and judgments are continually evaluated and are based on
historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances.

4.1 Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning the future.
The resulting accounting estimates will, by definition, seldom equal
the related actual results. The estimates and assumptions that have
a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are
addressed below.

(a) Fair value of investment properties

The fair value of investment properties is determined by
using valuation technique. Details of the judgments and
assumptions have been disclosed in Note 9.

(b) Revenue recognition

The Group uses the percentage-of-completion method in
accounting for its fixed-price contracts to deliver software
implementation services. Use of the percentage-of-completion
method requires the Group to estimate the services performed
to date as a proportion of the total services to be performed.
If the percentage of services performed to total services to
be performed were to differ by 10% from management’s
estimates (for example, 33% instead of 30%), the amount of
revenue recognised in 2015 would have been higher/lower
by approximately RMB43,892,000 (2014: RMB43,398,000).

(¢c) Estimated impairment of trade receivables

Determination of impairment of trade receivables requires
management to estimate the present value of future cash
flows. This estimate is made on group basis and based on
the credit history of its customers and the current market
condition. It could change significantly as a result of change
in financial positions of customers. The impairment of trade
receivables for the as at 31 December 2015 would have
been lower/higher by approximately RMB5,635,000 (2014:
RMB5,011,000) if the actual present value of expected cash
flows arising from settlement of receivables were to differ by
5% from management’s estimates.
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4  Critical accounting estimates and judgments (continued)
4.1 Critical accounting estimates and assumptions (continued)

(d)

(e)

(f)

102 Kingdee International Software Group Company Limited

Estimated useful lives of capitalised development
costs

The useful lives of capitalised development costs are
estimated based on historical experience, which include
actual useful lives of similar assets and changes in
technology. If the estimated useful lives of capitalised
development costs were to differ by 20% from management’s
estimates, the amortisation charge for 2015 would have
been higher by approximately RMB54,411,000 (2014:
RMB49,491,000) or lower by approximately RMB36,274,000
(2014: RMB32,994,000).

Share-based payments

The fair value of options granted is estimated by management
based on various assumptions on volatility, life of options,
dividend paid out rate and annual risk-free interest rate,
excluding the impact of any non-market vesting conditions,
which generally represent the best estimate of the fair value
of share options at the date of grant.

If the estimated fair value of the options granted were to differ
by 10% from management’s estimates, the administrative
expense and the change in equity for 2015 would have differed
by approximately RMB3,570,000 (2014: RMB2,521,000).

Estimated impairment of goodwill

The Group tests annually whether goodwill has suffered any
impairment in accordance with the accounting policy stated
in Note 2.9. The recoverable amounts of cash-generating
units (“CGU") have been determined based on value-in-use
calculations. These calculations require the use of estimates
(Note 8).

As at 31 December 2015, according to the valuations results
produced by management of the Company based on the above
assumptions, management considered that no impairment
charge was required against goodwill arising from the
acquisition of Kingdee Medical Software Technology Co.,
Ltd. (“Kingdee Medical”).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e I RARMIEE

4  Critical accounting estimates and judgments (continued)
4.1 Critical accounting estimates and assumptions (continued)

(f)

(9)

Estimated impairment of goodwill (continued)

If the estimated cost of capital used in determining the
pre-tax discount rate for the CGU had been 1% higher than
management’s estimates (for example, 17% instead of 16%),
there would have been an impairment charge of RMBNil
(2014: Nil) against goodwill.

If the revenue growth rate for the CGU had been 1% lower
than management’s estimates (for example, 19% instead
of 20%), there would have been an impairment charge of
RMB1,947,000 (2014: RMB4,689,000) against goodwill.

Income taxes

The Group is subject to income taxes in several jurisdictions.
Significant judgment is required in determining the worldwide
provision for income taxes. There are many transactions
and calculations for which the ultimate tax determination is
uncertain. The Group recognises liabilities for anticipated tax
audit issues based on estimates of whether additional taxes
will be due. Where the final tax outcome of these matters is
different from the amounts that were initially recorded, such
differences will impact the current and deferred tax assets and
liabilities in the period in which such determination is made.

Certain subsidiaries of the Group were each entitled to a
preferential enterprise income tax rate for a specified period
subject to certain conditions. Management generally applies
the applicable preferential tax rate to calculate current income
tax and deferred income tax (Note 31) on the assumption
that the subsidiaries will continue to meet the conditions
and qualify for the preferential treatment as evidenced by
past records. The consequence of any failure to meet the
conditions and any change in the applicable tax rate is
adjusted in the year in which the information becomes known.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A I RARMIEE

4  Critical accounting estimates and judgments (continued)

4.2 Critical judgment in applying the entity’s accounting
policies

(a)

(b)

104 Kingdee International Software Group Company Limited

Capitalisation of development costs incurred on
upgrading of existing software products

Costs incurred in upgrading existing software products
(primarily relating to upgrade of the existing features or
additions of new features/modules) are capitalised as
intangible assets when recognition criteria as detailed in Note
2.9(b) are fulfilled. Management has applied its professional
judgement in determining whether these software products
could generate probable future economic benefits to the
Group based on the historical experience of the existing
products and the prospects of the markets. Any severe change
in market performance or technology advancement will have
an impact on the development costs capitalised.

Deferred income tax

Deferred income tax liabilities of RMB54,233,000 (2014:
RMB64,516,000) had not been recognised for the withholding
tax that would be payable on the unremitted earnings of
RMB542,334,000 (2014: RMB645,164,000) of certain
subsidiaries in PRC as the Group controls the dividend
policy of these PRC subsidiaries and it is probable that these
temporary differences will not reverse in the foreseeable
future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e I RARMIEE

5 Segment information

The chief operating decision-maker has been identified as executive
directors of the Company. The executive directors review the Group’s
internal reporting in order to assess performance and allocate resources.
Management has determined the operating segments based on these
reports.

The executive directors consider the business from product perspective.
Upon the adoption of IFRS 8 “Operating Segments”, the Group has
identified the following operating segments:

ERP business and —  Sales and implementation of enterprise

Cloud services business management software, provision of
other related services, sales of hardware
related to enterprise management software
arrangements and sales of middleware
software business and provision of
E-commerce and other online management
services

Others —  Operation of investment properties
The chief operating decision-maker assesses the performance of the

operating segments based on the operating profit of each segment.
Substantially all of the businesses of the Group are carried out in the PRC.

SEEM
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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5

Segment information (continued)

The segment information for the year ended 31 December 2015 is as

follows:

AWAM (8)

BE_Z-—AF+t-_A=T—HIEFEIFEHN

T

ERP business

and Cloud
services The Group
business Others Total
ERPR
ERBES Hith £ESE
RMB’000 RMB’000 RMB’000
AR®TR AR®TRT AR®TT
Revenue (from external customers) WA (REINFEFE) 1,586,224 - 1,586,224
QOperating profit AT 143,119 85,708 228,827
Finance costs HBER (94,254) - (94,254)
Finance income BRI 29,907 - 29,907
Finance costs - net MEER - 28 (64,347) - (64,347)
Share of losses in associates FHEBLRENBENSE (2,215) - (2,215)
Profit before income tax MmExFRERaEH 76,557 85,708 162,265
Income tax expenses PrEHER (43,892) (12,856) (56,748)
Segment results PEHER 32,665 72,852 105,517
Segment assets RHEE 4,635,448 848,741 5,484,189
Segment liabilities AWER 2,154,853 82,618 2,237,471
Additions to non-current assets ISR EE
(other than financial instruments and (TBEERIAR
deferred tax assets) EEHIBEEE) 302,416 17,582 319,998
Depreciation and amortisation IE R 274,537 - 274,537
Provision for doubtful trade and
other receivables RERFTR 62,803 - 62,803
Share-based payment VAR BETER T 43,270 - 43,270
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e I RARMIEE

5

Segment information (continued)

The segment information for the year ended 31 December 2014 is as

follows:

SWAM (8)

BE_Z-mNF+t-A=1T—HILFEIFEH N

T

ERP business

and Cloud
Services The Group
business Others Total
ERP %
ERBES HAh SEEH
RMB’000 RMB’000 RMB'000
ARET T ARET T ARET T
Revenue (from external customers) WA (REINBEF) 1,546,517 = 1,546,517
Operating profit 1 B 238,772 61,146 299,918
Finance costs el (97,316) - (97,316)
Finance income Bz 23,837 - 23,837
Finance costs - net MEER - 28 (73,479) - (73,479)
Share of losses in associates ZHEBERENERNE (606) - (606)
Profit before income tax mEEr B REI R 164,687 61,146 225,833
Income tax expense FEHER (19,370) (6,115) (25,485)
Segment results PBER 145,317 55,031 200,348
Segment assets ABEE 3,562,009 831,159 4,393,168
Segment liabilities AHER 2,342,571 52,379 2,394,950
Additions to non-current assets g IEmEEE
(other than financial instruments and (TEfEemIAK
deferred tax assets) EERIBEE) 221 417 4536 232,013
Depreciation and amortisation e N 275,357 - 275,357
Write-back for doubtful trade and
other receivables REERE (3,668) - (3,668)
Share-based payment AR AERE ST 25,210 = 25,210
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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5 Segment information (continued) 5

The Company is incorporated in the Cayman Islands while the Group
mainly operates its businesses in the PRC. Revenue from external
customers from the PRC and other locations is RMB1,564,748,000
(2014: RMB1,525,129,000) and RMB21,476,000 (2014: RMB21,388,000),
respectively for the year ended 31 December 2015.

There is no single customer that contributed to over 10% of the Group’s
revenue for the years ended 31 December 2015 and 2014.

6 Land use rights 6

The Group’s interests in land use rights represent prepaid operating lease

SEREM (48)

ARRIEBRHSHEEEETEATELE - HE
“E-A4+-AZ+-BLEE RETFEER
BN P B IR A A A R 1 .564,748,0007T (—
—I4E - AR¥15251290007T) ¢ REEINOINEER
EHBMABARBE476000T (ZE—M4F : AR
21,388,0007T) °

BE_Z-A5AN_F-NF+-_A=1T—HLFE
FEERBE-BFPHEENWARREB10% -

ThERE
FEEETHERENERRREERGN DGR

payments. BRENNEEHERS -
2015 2014
ZE-1% —E-F
RMB’000 RMB'000
AR®TT ARBT T
At 1 January —ZE-h1¥—HP—H 132,127 135,488
Amortisation charge (Note 27) BB (PH27) (3,361) (3,361)
At 31 December —2-5%+-H=+—AH 128,766 132,127
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mENBHRMETE
7  Property, plant and equipment 7 THE IRREMH
Computer
and related Office Motor  Leasehold
Buildings  equipment  equipment vehicles improvements Total
BEE i
BY HRRE BORE HE DERE &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT AREBTT ARETT ARETT ARETT ARETR
At 1 January 2014 R-E—-ME-F—H
Cost XA 751192 103,269 21873 29,880 21598 927,812
Accumulated depreciation Z:E 12) (62,105) (13,059) (19,234) (16,084) (167 594)
Net hook amount IR E 694,080 41,164 8,814 10,646 5,514 760,218
Year ended §E-_Z—ME
31 December 2014 +ZRA=t—-HLEE
Opening net book amount HREFE 694,080 41,164 8,814 10,646 5514 760,218
Additions R 5197 9,193 534 2,852 2147 19,923
Disposals RE (490) (5,620) (813) (1,009) - (7.932)
Depreciation charge e (21,526) (11,944) (3,191) (3,589) (3,741) (43,991)
Closing net book amount HRIREPE 677,261 32,793 5,344 8,900 3,920 728218
At 31 December 2014 A _E—-ME+ZRA=+—H
Cost A 755,866 99,858 20,150 28,671 23,745 928,290
Accumulated depreciation 2iH7E (78,605) (67,065) (14,806) (19.771) (19,825) (200,072)
Net book amount IREPE 677,261 32,793 5344 8,900 3,920 728,218
Year ended BE_Z-I1F
31 December 2015 +ZA=+-HLEE
Opening net book amount IR E 677,261 32,793 5,344 8,900 3,920 728,218
Additions N 15,997 7,972 758 3,508 15,733 43,968
Disposals (Note 34) RE (fsE34) - (1,319) (251) (1,952) - (3,522)
Depreciation charge (Note 27) 78 (PizE27) (22,148) (7,020) (1,446) (2,897) (3,370) (36,881)
Closing net book amount HREESE 671,110 32,426 4,405 7,559 16,283 731,783
At 31 December 2015 R-ZE-1%+ZA=+—-H
Cost A 711,863 94,287 19,657 24,959 39,478 950,244
Accumulated depreciation 2EHE (100,753) (61,861) (15,252) (17,400) (23,195)  (218,461)
Net book amount RS E 671,110 32,426 4,405 7,559 16,283 731,783

Depreciation of approximately RMB12,523,000 (2014: RMB12,829,000),
RMB6,898,000 (2014: RMB7,511,000) and RMB17,460,000 (2014:
RMB23,651,000) has been charged to selling and marketing expenses,
research and development costs and administrative expenses, respectively.

As at 31 December 2015, none of the property, plant and equipment was

used as security for bank borrowings (2014: Nil) (Note 22).

AR#12,523,0007C (ZZ—M04F : AR#12,829,0007T)
MTEBRAFARERERERS - ARK6,898,000
(22—l AR7511,0007) BHTEE B A
B 9% R 3 AR R DA K AR #17,460,000T (—F— 11
F 0 AR®23651,0007T) WO EBE R ATTHERSD -

HE_Z-AF+t A=t HLENEFHERER
HIRITEN (ZT—0F : &) (M5E2) -
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mEMBERRME
8 Intangible assets 8 EBREE
Acquired  Computer Acquired
Development licenses and software for ~ customer
Goodwill costs  copyrights own use relationship Total
BEH BH
we MRRE BRESEE SRR EFRE =L
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000 RMB'000
ARETT ARETR ARETT ARETT ARBTT AR%TR
At 1 January 2014 R-Z-ME—-A—H
Cost AR 109,671 1,211,276 151,692 18,011 6,240 1,557,090
Accumulated amortisation itE - (809528)  (105,839) (15,634) (3016)  (934016)
Accumulated impairment ZERE (25,560) - - - - (25,560
Net book amount IR E 84,311 461,748 45,854 2317 3,224 597 514
Year ended HE-Z-mE
31 December 2014 +ZA=+—HLEE
Opening net book amount HREFE 84,311 461748 45,854 2317 3,24 597 514
Additions R - 205,342 - 2214 - 207,556
Amortisation charge BHER - (198,288) (26,150) (2319) (1.248)  (228005)
Closing net book amount B RERE 84,311 468,802 19,704 2212 1,976 577,065
At 31 December 2014 A _E—-MNE+ZA=+—H
Cost A 109,671 1,476,618 151,692 20,225 6,240 1,764,646
Accumulated amortisation Rt - (1,007,816) (131,988) (17,953) (4264)  (1162,021)
Accumulated impairment ZEtRE (25,560 = = = = (25,560)
Net book amount IR E 84,311 468,802 19,704 2212 1,976 577,065
Year ended BE_Z-IF
31 December 2015 +ZA=+—-HLEEE
Opening net book amount HREFE 84,311 468,802 19,704 2,212 1,976 577,065
Additions (Note 27) 5% (Fitston) - 258,023 - 425 - 258,448
Amortisation charge (Note 27) BB (M) - (217,646) (13,680) (1,721) (1,248) (234,295)
Closing net book amount IR RE 84,311 509,179 6,024 976 728 601,218
At 31 December 2015 RZE-AF+-RA=1+—-H
Cost A 109,871 1,734,641 151,692 20,650 6,240 2,023,094
Accumulated amortisation BHEH - (1,225.462)  (145,668)  (19,674) (5,512)  (1,396,316)
Accumulated impairment ZEHRE (25,560) - - - - (25,560)
Net book amount IREBE 84,311 509,179 6,024 976 128 601,218

Amortisation charge of RMB16,649,000 (2014: RMB29,717,000)
and RMB217,646,000 (2014: RMB198,288,000) has been charged to
administrative expenses and research and development costs, respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e I RARMIEE

Intangible assets (continued)
Impairment tests for goodwill

Goodwill acquired through business combinations has been primarily
allocated to the CGU of Kingdee Medical for impairment testing.

The recoverable amount of a CGU is determined based on value-in-use
calculations. These calculations use pre-tax cash flow projections based
on financial budgets approved by management covering a six-year period.
Management determined a projection period of six years based on expected
development trend of Kingdee Medical and industry experience. Cash flows
beyond the six-year period are extrapolated using the estimated terminal
growth rates stated below. The growth rate does not exceed the long-term
average growth rate for the enterprise management software business in
which the CGU operates. The Kingdee Medical CGU is a component of
the operational segment of enterprise management software business.
The discount rate used is pre-tax and reflects specific risks relating to the
relevant industry.

The key assumptions used for value-in-use calculations for 2015 and 2014
are as follows:

ERRE (R)
AERENS
HeRERAHELNBECKRBREENELE
TTRER -

ReEHETNANDEEREEREGTE -5 E
HAMBHARERERD  KBEEREURNRF
WU HEE - ERERANAFRENRERES G
BEEOARRERBIURITEBHMER - BBARX
FHNREREBRAA TR KERERKI;E
HIEE - ZRREXTEBRCELETLENLER
BEHEBORATFHERE - SRBROASEN
ETRCRERGMHRBE L) BB o A
BZMREHMANGRIE  BERBBATENAER

B e

“E-RNRCE-NEEEEAEEANIERR
mE

2015 2014

—E-1f —TmE

Average EBITDA rate TH SR ESHE KR 11% 13%
Average growth rate — within first 6/7 years FEREE B~/ LF 20% 20%
Terminal growth rate after 6/7 years KEREER - X/ LFk 3% 3%
Pre-tax discount rate TATALE & 16% 16%

EBITDA rate equals to earnings before interest, taxes, depreciation and
amortization divided by total revenue.

ERMERHNNEZAERTEENE  HE FE
LEEAFNBRASER

“T-REER SRERE4KEARAT 11



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BHRRME
9 Investment properties 9 REKEHME
2015 2014
—Z-If eSS
RMB’000 RMB’000
AR®FT ARETT
At fair value: [REE
At 1 January ®—B—AH 831,159 826,623
Net gains from fair value adjustment AR EBEARMZENE 17,582 4536
At 31 December ®W+=ZA=+—H 848,741 831,159
(a) Amounts recognised in profit and loss for investment (a) HELEHECERSNRIHBE:
properties
2015 2014
—Z-1f —Z—mF
RMB’000 RMB'000
AR¥TT ARETT
Rental income HeWA 68,310 57,133
Direct operating expenses from property that EEHSWANREEFEHEL
generates rental income ERGEER (184) (923)
68,126 56,610

An independent valuation of the Group’s investment properties
was performed by the valuer, Guangheng Xingyue Asset Appraisal
Company Limited, to determine the fair value of the investment
properties as at 31 December 2015 and 2014. The Group’s
investment properties, which comprised office buildings in the
PRC, were carried at fair value and measured using significant
unobservable inputs (Level 3) as at 31 December 2015 and 2014.

The Group’s policy is to recognise transfers into and transfers out
of fair value hierarchy levels as of the date of the event or change
in circumstances that caused the transfer. There were no transfers

between Levels 1, 2 and 3 during the year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e I RARMIEE

Investment properties (continued)

Fair value measurements using significant unobservable inputs
(Level 3)

RALEDE (])
FAREXFTHRRBANLSRRERE (F38)

2015 2014
—2-5if¥ “TJEF
RMB’000 RMB'000
AR®TR AREFTT
At 1 January ®»—B—AH 831,159 826,623
Net gains from fair value adjustment AL BEABRNENE 17,582 4536
At 31 December ®+=RA=+—H 848,741 831,159
Total gains for the year included in profit or FREBENEENFEANGIEX
loss for assets held at end of the year, BEENBERN [REEEBE
under “Fair value gains on investment properties” AR BEEZSHRZE ]+ 17,582 4536
Change in unrealised gains for the year included EMBRPERNEE
in profit or loss for assets held at end of the year RERFEGHES 17,582 4,536

Valuation processes of the Group

The Group’s investment properties were valued at 31 December 2015
and 2014 by independent professionally qualified valuers who hold a
recognised relevant professional qualification and have recent experience
in the locations and segments of the investment properties valued. For all
investment properties, their current use equates to the highest and best use.

The Group’s finance department includes a team that reviews the valuations
performed by the independent valuers for financial reporting purposes. This
team reports directly to the chief financial officer (CFQ). Discussions of
valuation processes and results are held between the CFO, the valuation
team and the valuers at least once every six months, in line with the Group’s
interim and annual reporting dates. As at 31 December 2015 and 2014, the
fair values of the properties have been determined by Guangheng Xingyue
Asset Appraisal Company Limited.

At each financial year end the finance department:
° Verifies all major inputs to the independent valuation report;

° Assesses property valuations movements when compared to the prior
year valuation report;

° Holds discussions with the independent valuer.

Changes in Level 2 and 3 fair values are analysed at each reporting date
during the bi-annual valuation discussions between the CFO and the
valuation team. As part of this discussion, the team presents a report that
explains the reasons for the fair value movements.

FEAMGERE

AEENREMEHEABUERGEME S0
ER-_F-NOFE+-_A=t—BfE " LHEHNFEF
HERTEXER  YHAEENREEFLENL
HMERE ML  BAMARENFILE  EBA
MERENEREMFEEER -

AEEMBHRE A EERPBREE MY
BAUGEMNEEETR - b NEEEABERB
E(CFO)&H - EMA$EIW¢%ﬂ$Fﬁ¢E%
CFO - fh{E/NMABEMR D EREARME—R « &
1ETEM£%D$EE§,%§% ﬁ/\fi ARZE—- E¢+—
A=+t—R UENENL R BECHREGREEE
AEBRARERE °

ESEFBEER  HHEES
o REHE
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mEMBERRME
9 Investment properties (continued) 9 REREHE (&)
Valuation techniques HERH

For completed office buildings, the valuation was determined using direct
capitalisation method based on significant unobservable inputs. These

inputs include:

EERRBAAENEENRERERMOE  REXT
BRBART - GLBARE:

Unobservahle
inputs

FUEREBA

Description
fi it

Range of unobservable inputs
AHEBANEE

Relationship of
unobservable
inputs to fair value

FUTERBABLRRENRE

Future rental cash inflows

AXBERERE

Capitalisation rates

BEAEX

Estimated vacancy rates

S

=

Annual total expenses

FRBER

Based on the actual location, type and
quality of the properties and supported
by the terms of any existence lease,
other contracts and external eviden ce
such as current market rents for similar
properties;

REMENER Y - BRANE
% TEEARFRENER
Hiv & RAMINDER (FlngEM
MEMBATIZHRE) s

Based on actual location, size and quality
of the properties and taking into
account market data at the valuation
date.

BRENENER MY  BENE

= UEEHBERBNTSE

B

Based on current and expected future
market conditions after expiry of any
current lease.

BREEMRARERHE - Ba0A
BHORKAR

Including necessary annual expenses to
maintain functionality of the property
for its expected useful life, including
maintenance expenses, administrative
expenses, tax and other expenses.

BEEREDEEEREREHN
MEMBAER  OREREER
FERBR BHEREM:

RMB85 — RMB120 per month per square
meter (2014: RMB83 — RMB110 per
month per square meter)

FFTKGAARKEE-12
(0145 - §FIIRGAARE
837T-1107C)

7% — 8% during 2015 and 2014

7%-8% (2014220155 %)

5% — 8% during 2015 and 2014

5%-8% (2014 %2015 /%)

24% - 25% during 2015 and 2014

24%-25% (2014 220155 )

The higher the rental value, the
higher the fair value

REH

fi] [I}
o>
=
SR
[
=
oo}

The higher the capitalisation rate, the
lower the fair value

ERLREE  DAEEEE

The higher the vacancy rate, the
lower the fair value

I'}

7

ZEXHRE  DABEBE

The higher the annual total expenses,
the lower the fair value

FEBERLR  AAEEY
&

There were no changes to the valuation techniques during the year.

The investment properties of the Group are in similar risk and nature.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R RMEE
10 Investments in associates 10 BERS
2015 2014
—E-1f —ZE—mF
RMB’000 RMB'000
AR®TT ARETFTT
At 1 January »—BA—H 1,537 2,143
Interest in newly set-up associates Eapoi avA NS 3 24,900 -
Share of losses in associates FABERENBENE (2,215) (606)
At 31 December »+=-A=+—H 24,222 1,537

Set out below is the associate as at 31 December 2015 which, in the
opinion of the directors, is material to the Group. The associate as listed
below has share capital consisting solely of ordinary shares, held directly
by the Group. The country of incorporation or registration is also their

principal place of business.

MTAAITEE=ST—
ERERRHEEELEATENBL AT SR
BELRNBRAAKEEERRERRANERK -

R REMOER BB ANERE

EFE+-A=t-REEEE

R E -

Place of
business/ % of Nature of
country of ownership the Measurement Carrying
Name of entity LERE incorporation interest  relationship method amount
sEM AL AL
B/
EBNE MAEEER, REMMEE Hy &3 RE&H
RMB'000
AEETFT
Zhongqi Yunlian (Beijing) Finance b3 (k1) 2BEH The PRC 14.3% Associate Equity 18,004
Information Service Co., Ltd RIS D BB A A i 14.3% R YN] ey 18,094
The summarised financial information of this associate as at the year end ZERBEAR T -RAF T A=T—HMHBEER
is as follows: BESIRAT
31 December 2015
—E-1f+ZHA=1+—H
Total Total Operating
assets as liabilities as income Net losses
Name of the invested entity REEMEE at year end at year end for the year for the year
FRERE FREER wEm:n FER%
RMB'000 RMB'000 RMB'000 RMB'000
ARET T ARET T ARETF T ARETT
Associate BEAR
Zhonggi Yunlian (Beijing) Finance ROEE (ER) SR E RS
Information Service Co., Ltd i BB AR 131,030 3,180 2,857 (13,342)
There are no contingent liabilities relating to the Group’s interest in the SEEHERETSENERE

associates.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mEMBERRME
11 Financial assets at fair value through profit or loss 11 DAABEEFEARESEHARSNENEE
2015 2014
—Z-1% —mE
RMB’000 RMB'000
AR%TT ARBTF T
Forward foreign exchange contracts RENESR 1,267 -
Investment designated at fair value through profit or loss — #IEE AR AL BETELEEH
FFABEMNEE 6,000 =
Less: non-current portion B IETEEG (6,000) -
Current portion mEEb 1,267 -
Changes in fair values of financial assets at fair value through profit or UARBEAELEEE T ABENEREENAL
loss are recorded in “Other gains — net” (Note 28) in the income statement. EESEH  EFBERN[EaFE — B8] 255 (4
528) °
The notional principal amounts of the outstanding forward foreign exchange R-ZE—AF+-A=+—H DNRLEHREINE

contracts at 31 December 2015 were RMB100,000,000 (2014: Nil).

-
AR R TE RS TR ARK000000007T (ZF—
TR

12 Trade and other receivables 12 FEMoReR B K AR 3k

2015 2014

Z“B-Ii¥ —TJEF

RMB’000 RMB'000

AR®TT ARETT

Trade receivables (a) JE U 1R 78 (a) 244,964 180,017

Less: allowance for impairment of trade receivables (b) 6l : JEUEURE (D) (112,703) (79,802)

Trade receivables — net FENRIR SR — %58 132,261 100,215

Notes receivable EREE 9,149 16,329

Advances to employees (c) FESREERS(C) 21,567 25,148

Prepayments EUNE 55,671 46,280

VAT recoverable iRIE 7 BER 41,299 38,432

Receivables from related parties (d) e U5 e 75 3RA(d) 1,408 1,261

Other receivables H AU 16,520 16,804

Trade and other receivables P LS o R At JRE s 271,875 244,469
Entrusted loans (¢) ZER ()

— Current portion - REEn 300 25,600

— Non-current portion —ERE N 69,500 20,000

69,800 45,600

347,675 290,069
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PN e B
12 Trade and other receivables (continued) 12 BRERREMER (8)

The carrying amounts of trade and other receivables approximate their fair YRR RAMERRZREREZIRSEALRE

value. The Group's trade and other receivables are mainly denominated 1B - NEEEYORT L YR EZEAAREEHE -

in RMB.

The credit quality of trade and other receivables that are neither past due HWRERHNERENERIRES  2ZFRRHY

nor impaired are assessed by making reference to historical information FHENE BE RYMNEMNBERNELE

about counterparty default rates, reputation, liquidity and other financial B EERARE -

information.

(a) Sales are generally made without prescribed credit terms in the sales () FAEECHEARTHERIERERTER
contracts but customers usually take 1 to 3 months to settle the B BEFBEA—Z-@AARINFE &
receivables. Trade receivables aged more than 3 months had been SEH-EANLNEKIRREZBTIRAE
considered for impairment. The ageing analysis of trade receivables 2 o EUURFRAMRE AT T -

that are past due and impaired is as follows:

2015 2014

- —T-mE

RMB’000 RMB'000

AR®TR AREFIT

0-90 days 0—90K 85,641 55,327

91 -180 days 91 — 180K 17,388 9,387

181-360 days 181 — 360K 11,294 25,923

Over 360 days HBiA360K 130,641 89,380

244,964 180,017

As at 31 December 2015, all trade receivables that were past due HE-_Z—RE+-A=1+—-B X£ERA
had been considered for impairment. FEUIR T E E A B Y90 Z EEHER S -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A I RARMIEE

12 Trade and other receivables (continued) 12 EERREMERSR ()
(b)  Movement on the Group’s allowance for impairment of trade (b) AEBERIIEFFEEENESHOT

receivables is as follows:

2015 2014

“E-1%¥ —E-mEF

RMB’000 RMB'000

AR®TR ARETT

At 1 January ®—A—H (79,802) (83,632)

(Provision)/Reversal for impairment (Note 27) REEE (5HR) /EE (Fi5E7) (62,803) 3,668

Written off as uncollectible T AR Mk ) Y R LT R 29,902 162

At 31 December B+-A=+—H (112,703) (79,802)

The creation and release of provision for impaired receivables has SHZ R B UOIR FR R E ph FE W R R B E B B 5t

been included in “administrative expenses” in the income statement.

The maximum exposure to credit risk at the reporting date is the
carrying amount of each class of receivables mentioned above. The
Group does not hold any collateral as security.

(c) Advances to employees

The amounts advanced to employees were restricted for business
purpose only, such as advances for selling expenses. Such advances
were interest free, unsecured and repayable on demand. During the
year ended 31 December 2015, the Group did not advance any cash
to executive director for use on business activities.

(d) Receivables from related parties were unsecured, interest-free,
repayable on demand and denominated in RMB.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e I RARMIEE

()

12 Trade and other receivables (continued) 12 BRERREMER (8)
Entrusted loans (e) EEER

2015 2014
ZE-1f —E—MF
RMB’000 RMB'000
ARBTT ARET T

Non-current portion: e eI
Entrusted loan A () FEEHA() 19,600 20,000
Entrusted loan B (ii) ZLEFB (i) 49,900 =
69,500 20,000

Current portion: MmENE
Entrusted loan ZHAEX 300 25,600

The entrusted loan is measured at amortised cost. The maximum
exposure to credit risk at the reporting date is the carrying amount
of the investment. The entrusted loan is not past due or impaired
as at 31 December 2015. The fair values of the entrusted loans
approximated their carrying amounts and the fair value hierarchy
is level 2. The interest accrued was due in 12 months and included
in other receivables.

The entrusted loans represented the Group’s interests in trust
investments through third party trust companies. The underlying
assets of the trust are loans extended to other companies.

(i) The entrusted loan has a maturity date of 8 December 2017
with a fixed rate of return of 8.55% per annum, subject to
deduction of 0.55% management fee per annum.

(ii)  The entrusted loan has a maturity date of 15 July 2018 with a
fixed rate of return of 8.55% per annum, subject to deduction
of 0.55% management fee per annum.

UZEEFRBRRATE - NBER - 8
RRNERERAEAZETERNIKREE
H —T-RFZERAEFLERHIAE -
ZEFRETMARBEEEREEERD A
hBEEBR/FE - FFEKFEE 2R
WHIFRRN E YT -

HERERREERBE=ETARETH
ZRER - AERERNREHRREA AR
MEREEN

() HEFIEFIHER-T—LFTR
NB - BEFREER855%  FERE
#3055%

(i) HERAEFZHBA-_T-—N\EFEtA+
AR ATFREEALHNY  FEEE
#0.55% ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RMEE
13 Inventories 13 &H
2015 2014
ZE-1f —Z—mF
RMB’000 RMB'000
AR®TR AREFTT
Raw materials R 797 640
Finished goods EH 3,250 3,286
4,047 3,926

14

The cost of inventories recognised as expense and included in “cost of
sales” amounted to approximately RMB57,875,000 (2014: RMB67,538,000)

FERATERABERLIA [HEXA| MEBHE
#) N R 57,875,000 (ZF— 4 - AR #67,538,000

(Note 27). 7T) (B EE27) ©
Implementation contracts 14 EHl&R
2015 2014
Z“B-Ii¥ —TJEF
RMB’000 RMB'000
AER®TT AEETFT
Contract costs incurred BEEZARMAK 140,505 117,609
Contract profit recognised ERRERFE 429,187 482,028
Less: progress billings W RS (362,490) (379,098)
Net balance sheet position for ongoing contracts ARIER — FREH 207,202 220,539
Represented by: BRE
Due from customers on implementation contracts EUWEFERARR 391,193 301,112
Due to customers on implementation contracts ERNEFEREE RN (183,991) (80,573)
207,202 220,539
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R RMEE
15 Available-for-sale financial assets 15 FWHHESREE

2015 2014
ZE-1f —ZE—mF
RMB’000 RMB'000
AR®TT ARETTT
Funds e 165,085 -
Asset management schemes BEEETE 60,092 -
225171 -
2015 2014
ZE2-hf —E-mF
RMB’000 RMB'000
AR®TT ARETT
At 1 January —Z-hF—A—H&E® = -
Additions i 470,063 -
Disposals BE (241,000) -
Net losses transfer to equity HLEBERFEL (3,886) -
At 31 December —E-RE+-B=+—H#ER 225,177 =

Available-for-sale financial assets are denominated in the following AHHESRHEENTIMNESHE

currencies:

2015 2014
—E-1f —TmE
RMB’000 RMB'000
AR®TTR ARETTL
HKD ot 165,085 -
RMB AR 60,092 -
225,177 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A I RARMIEE

16 Cash and cash equivalents 16 BERAESEREM
2015 2014
—Z-If T
RMB’000 RMB’000
AER®TT ARETT
Cash at bank and in hand (a) FITREFRS() 2,174,100 1,527,955
Less: Short-term bank deposits (b) B RERITER(D) (543,658) (259,283)
Pledged bank deposits (c) ERBITER(C) (102,832) (7,038)
Cash and cash equivalents HeRBEEEY 1,527,610 1,261,634
(a) Cash at bank and in hand was denominated in the following (a) RITREFERSUATIIEEHE:
currencies:
2015 2014
—Z-If —T-mEF
RMB’000 RMB’000
N & ARETT
RMB AREE 1,731,457 1,004,902
USD Ey 376,923 487,985
HKD B 64,769 34,354
Others Hith 951 714
2,174,100 1,527,955

(b)  The effective interest rate on short-term bank deposits was 2.32%
(2014: 2.97%).

(c)  The bank deposits were pledged to banks as deposits for the forward
foreign exchange contract and as required in certain projects the
group was tendering. Such pledged deposits will be released upon
the maturity of forward foreign exchange contract or the closure of
the tendering.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBmRMETE
17 Subsidiaries 17 Fo§8
The following is a list of the principal subsidiaries and VIEs at 31 December WTAERZE—AF+_A=T—HFEFRFAIRE
2015: M s EEE
Proportion of Proportion of
ordinary ~ Proportion of ordinary
shares ordinary shares
Particulars directly shares  held by non-
Place of incorporation  Principal activities of issued held by held by controlling
Name and kind of legal entity  and place of operation share capital ~ parent (%) the group (%) interests (%)
H
HEBAFEE HERE FRANER
BRSIHER IERHK BETRF HANLER FA0LER SANLER
% EELHER REENE B HEH  HB)  EA()
Kingdee Software (China) Co., Lid. PRC, limited liability Development, manufacturing RMB530,000,000 100 100 -
("Kingdee China") company and selling of software
and hardware products
and provision of software-
related services in the
PRC
SREH (E) ERAF B AREMLF RE HEREEEHE  ARES30000000 100 100 -
(Te%hEl) REHER DR
e AR R R
%om
Kingdee International Software Group (HK.) ~ Hong Kong, limited liability ~ Sales of software products 1SD1,000,000 100 100 -
Co., Lid. (*Kingdee HK’) company in Hong Kong
SHERRAEE (BE) BRARA FE BEREMRR  UHERHE BA F711,000,000 100 100 -
(Te%g%))
Carterton Group Limited BV, limited liability Investment holding in the 1SD1,000,000 80.20 80.20 19.80
company BvI
Carterton Group Limited EEERES BRE RARR TABEMWE F71,000,000 80.20 80.20 19.80
NG EE HEARES
Kingdee International Software Group Singapore, limited liability ~ Sales of software products in SGD100,000 100 100 -
(Singapore) Pte Lid. company Singapore
SHEBTE GTg) ERAA Mg BREEAT  BHEREEWME  AINRE100000 100 100 -
Crotona Assets Limited BVI, limited liability Marketing and promation of USD50,000 100 100 =
company software products in the
BVI
Crotona Assets Limited KBSREE ERE HHERREE & F7150,000 100 100 -
NG BERES
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A I RARMIEE

17 Subsidiaries (continued) 17 FoF (&)

The following is a list of the principal subsidiaries and VIEs at 31 December

UTAR - E-AFT-A=t—HZBFRARE

2015: (continued) fFzEEE : ()
Proportion of Proportion of
ordinary  Proportion of ordinary
shares ordinary shares
Particulars directly shares  held by non-
Place of incorporation  Principal activities of issued held by held by controlling
Name and kind of legal entity  and place of operation share capital ~ parent (%) the group (%) interests (%)
:
HEBAFEE HEEE FENNER
EMmSItER TEEH BRTEF FANLER SENLER SENLER
£1 ] EEERER REEHE 1] (%) LEB(%) LEB(%)
Shenzhen Kingdeg Tianyan Middleware PRC, limited liability Sales of software products RMB30,000,000 - 4023 577
Corp., Ltd. Note (a) corporation in the PRC
MIeERETRHERAT M@ 8 ROERAR  BHELHE  TE AR 30,000,000 - 4023 59.77
Shanghai Kingdee Software Co., Ld. PRC, limited liability Sales of software products RMB20,000,000 - 100 -
company in the PRC
TEERERARAR P AREARR BHERHE - RE ARH20,000,000 - 100 -
Beijing Kingdee System Technology Co., Ltd.  PRC, limited liability Sales of software products USD540,000 - 100 -
company in the PRC
ERERAGRMERAR FEAREALR  BHELHE  TE 540,000 - 100 -
Shenzhen Kingdee E-commerce Service Co., — PRC, limited liability Provision of onling financial RMB12,000,000 = = =
Ltd. (formerly known as Shenzhen Kingdeg company services in the PRC
Mobile Internet Technology Co., Lid.)
Note (b)
AIMEEREEFABREERLE  FB BREALE  KLHBERE HE AR 12,000,000 - - =
(ZAIBRRIT 258 BRI
BRAR) HEb)
Xiamen Kingdee Software Co., Ltd. PRC, limited liability Sales of software products RMB10,000,000 - 100 S
company in the PRC
EFe KRN AR AR HEAREALR  BHELHE TE 10,000,000 - 100 -
Shanghai Kingdeg Software Technology PRC, limited liability Sales of software products RMB10,000,000 - 90.00 10.00
Co., Ld. company in the PRC
FREGREHRBEERAA BE - BREARR  RAEREE  E 10,000,000 - 9.00 10.00
Sichuan Kingdee Software Co., Lid. PRC, limited liability Sales of software products RMB10,000,000 - 100 -
company in the PRC
M eREHERAR - AREARR  BHERHE - RE ARH10,000,000 - 100 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e I RARMIEE

FoF (&)
ATAR-Z-—AFt-_A=T—HEIEFLAAIRA

17 Subsidiaries (continued) 17
The following is a list of the principal subsidiaries and VIEs at 31 December

2015: (continued)

oAz - (8)

Proportion of Proportion of
ordinary  Proportion of ordinary
shares ordinary shares
Particulars directly shares  held by non-
Place of incorporation  Principal activities of issued held by held by controlling
Name and kind of legal entity  and place of operation share capital ~ parent (%) the group (%) interests (%)
]
HEBAFEE HEEE FEHNNER
EMBItER TR BRTET FANLER SENLER BENLER
1] EEERER RESHE 1] (%) LEB(%) LEB(%)
Chongging Kingdee Software Co., Ltd. PRC, limited liability Sales of software products RMB10,000,000 - 100 -
company in the PRC
BRSREMBRAT B AREALNE BHEREE TE AR 10,000,000 - 100 -
Beijing Kingdee Middleware Software System PR, limited liability Sales of software products RMB2,000,000 S 4023 517
Co., Ltd. Note (a) company in the PRC
FReGRATRABY Z0ER hE - EREALA  HHERHEE E AR 2,000,000 - 4023 5.17
DA M)
Kingdee E-commerce Technology (Shenzhen) — PRC, limited liability Provision of onling financial RMB30,000,000 - 80.20 19.80
Co., Lid. company services in the PRC
eREFEBRN ORI BRAR mE - BREFLR  REMBRE - PE AR 30,000,000 - 8020 19.80
Jiangsu Kingdee Software Co., Ltd. PRC, limited liability Sales of software products RMB20,000,000 - 100 -
company in the PRC
IHE KRN ARAR hE - BREFLR BHERHEE E AR 20,000,000 - 100 -
Shanghai Kingdee Middleware Software PRC, limited liability Sales of software products RMB2,000,000 = 4023 577
Systems Co., Ltd. Note (a) company in the PRC
TReRRETRARERS e - BREELA RHERHE T AR 2,000,000 - 023 59.17
BRAR M)
Beijing Kingdee Government and Public PRC, limited liability Sales of software products in RMB50,500,000 - - -
Software Co., Ltd. Note (b) company the PRC
FRmeRRBRAERAR M0 8 FREARR  BHEQHE - RE AR 50,500,000 - - -
Guangdong Kingdee Software Technology PRC, limited liability Sales of software products in RMB30,000,000 - 100 -
Co., Ltd. company the PRC
BEREGHMRBEERLA hE - AREALNF  BHEREE RE AR 30,000,000 - 100 -
Beijing Kingdee Management Software PRC, limited liability Sales of software products in RMB20,000,000 = 100 =
Co, Lid. company the PRC
EREFERRMERAA B AREALNF  BHEREE TE AR 20,000,000 - 100 -
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A I RARMIEE

17

126 Kingdee International Software Group Company Limited

Subsidiaries (continued)

17

The following is a list of the principal subsidiaries and VIEs at 31 December

2015: (continued)

FOF ()
UTAR - E-AFT-A=t—HZBFRARE
foFlse : (%)

Name

4

Place of incorporation
and kind of legal entity

HERMEIBRR
ERERA

Principal activities
and place of operation

IRRE
REEHE

Proportion of Proportion of

ordinary  Proportion of ordinary

shares ordinary shares

Particulars directly shares  held by non-
of issued held by held by controlling

share capital ~ parent (%) the group (%) interests (%)

:
HEBAFEE HEEE FENNER
BRTEF FANLER SENLER SENLER

3 LB (%) LB (%) LB (%)

Zhuzhou Kingdeg Software Co., Ltd.

KNS REARAR

Zhongshan Kingdee Business and Management

Consulting Co., Lid.

PUESEXERRAARAT

Shanxi Kingdee Software Co., Lid.

RREESAFARAR

Tianjin Kingdee Software Co., Ltd.

RESREMHARAA

Zhuhai Kingdee Software Co., Ltd.

KEERERARAA

Taiwan Kingdee Software Co., Ltd.

EESRERARAR

Yiyang Kingdee Software Co., Ltd.

sHEREHERAR

Ningbo Kingdee E-commerce Service Co., Lid.

Note (b)

ERERETABRBEARAA

Bt ()

PRC, limited liability
company
HE - EREMAF

PRC, limited liability
company
e BREFAR

PRC, limited liability
company
HE - EREAAR

PRC, limited liability
company
hE - BRELAA

PRC, limited liability
company
HE - EREMAT

Taiwan, limited liability
company
THZE EREL

A

PRC, limited liability
company
HE - EREALTF

PRC, limited liability
company
HE - EREMAH

Sales of software products in
the PRC
BHERHE - TH

Sales of software products in
the PRC
PHERHEE  TE

Sales of software products in
the PRC
BUEDHE  TE

Sales of software products in
he PRC
BHERHE - TH

Sales of software products in
the PRC
BHERHE  TH

Sales of software products in
Taiwan

BHERHE  TE

Sales of software products in
the PRC

BHERHE  TE

Provision of online financial
services in the PRC
& T AR - RE

RMB10,000,000 = 100 =
10,000,000 = 100 =
R\MB10,000,000 S 100 S
AR#10,000,000 S 100 -
R\MB20,000,000 S 100 S
A 20,000,000 S 100 S
RMB20,000,000 = 100 =
AE#20,000000 = 100 =
RMB10,000,000 S 100 S
AR#10,000,000 S 100 -
TWD10,000,000 > 100 S
£%10,000,000 S 100 S
RMB10,000,000 S 80.00 20.00
10000000 = 80.00 20.00
RMB20,000,000 = = =
20,000,000 S - -
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e I RARMIEE

17 Subsidiaries (continued)

17

The following is a list of the principal subsidiaries and VIEs at 31 December

2015: (continued)

F&7 (1))

ATAR-Z-—AFt-_A=T—HEIEFLAAIRA

oAz - (8)

Proportion of Proportion of

ordinary  Proportion of ordinary

shares ordinary shares

Particulars directly shares  held by non-

Place of incorporation  Principal activities of issued held by held by controlling

Name and kind of legal entity  and place of operation share capital ~ parent (%) the group (%) interests (%)

H

HEBAFEE HEEE FEHNNER

BRI R TERY BRTRE RAWLER HEOLER REOHLER

% EELMER REEHE B HA  HE%  EA%)

Shanghai Kingdeg Qixiao Technology Co., Ltd. ~ PRC, limited liability Sales of software products in RMB3,000,000 - 81.48 18.52
company the PRC

LEeREHERRITERAR hE AREALNE  BHEREE TE AR 3,000,000 - 8148 1852

Shanghai Kingdee Software Technique Co., Lid. ~ PRC, limited liability Sales of software products in RMB20,000,000 - 100 -
company the PRC

RS REARIERAR hE - EREALA  HHEREE E AR 20,000,000 - 100 -

Dongguan Kingdee Management Software Co., ~ PRC, limited liability Sales of software products in RMB10,000,000 - 100 -
Lid. company the PRC

REMEEERRNERA HE - EREFLR BHERHE PE AR 10,000,000 - 100 -

Shanghai Kingdee Medical Software Co., Ltd. ~ PRC, limited liability Sales of software products in RMB30,000,000 - 100 -
company the PRC

FEERBEALTERAA hE - BEREALR HHERHEE E 30,000,000 - 100 -

Kingdee Medical PRC, limited liability Sales of software products in RMBA7,500,000 = 8148 18.52
company the PRC

PREE HE - AREARR BHEQHE - RE AR 57,500,000 - 8148 1852

Zhejiang Kingdee Software Co., Ltd. PRC, limited liability Sales of software products in RMB35,000,000 - 100 -
company the PRC

I ERHERAR FEAREALR  BHELHE TE AR 35,000,000 - 100 -

Hunan Kingdee Software Technology Co., Ltd. ~ PRC, limited liability Sales of software products in RMB20,000,000 - 100 -
company the PRC

M FRARARAT HE - BEREARR BHELHE T AR 20,000,000 - 100 -

Hunan Kingdee Mabile Internet Technology PRC, limited liability Sales of software products in RMB100,000,000 = 100 =
Co., Ld. company the PRC

NEeBBEERRMERAR HE - AREARR BHERHE - RE AR E100,000,000 - 100 -

“T-REFR SRERBAEEARAT
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A I RARMIEE

17 Subsidiaries (continued)

The following is a list of the principal subsidiaries and VIEs at 31 December

17 FaF (#)
UTAR - E-AFT-A=t—HZBFRARE

2015: (continued) fFzEEE : ()
Proportion of Proportion of
ordinary  Proportion of ordinary
shares ordinary shares
Particulars directly shares  held by non-
Place of incorporation  Principal activities of issued held by held by controlling
Name and kind of legal entity ~ and place of operation share capital ~ parent (%) the group (%) interests (%)
:
HEBAFEE HEEE FENNER
EMmSItER TEEH BRTEF FANLER SENLER SENLER
£1 ] EEERER REEHE 1] (%) LEB(%) LEB(%)
Shenzhen Kingdee Qisi Technology Co., Ld. ~ PRC, limited liability Sales of software products in RMB30,000,000 = 100 =
company the PRC
M EFERBERAR E - BREARA  BAEREE  E 30,000,000 - 100 -
Shenzhen Kingdee Cloud Technology Co., Ltd.  PRC, limited liability Sales of software products in RMBS,000,000 - 100 -
company the PRC
M EERRERAH 1 BREFRR  HMEMSE - HE AR5,000,000 - 100 -
Kingdee Vehicle Network Technology Co., Ld. ~ PRC, limited liability Development of internet RMB80,000,000 - 85.00 15.00
company technology in the PRC
SRTBRENBERAT E - EREALA  ERERMRZ - FE  AR60000000 - 8.0 15.00
Shenzhen Kingdee Internet Finance Services  PRC, limited liability Provision of onling financial RMB20,000,000 = 100 =
Co., Ld. company intermediary services in
the PRC
M FEEESBRBEERAR T BREFAH REAZEBPNR AR 20,000,000 - 100 -
% HE
Shenzhen CloudHub Network Co., Lid. Note (b) ~ PRC, limited liability Development, design and RMB5,000,000 - - =
company selling of software and
hardware in the PRC
RNEZFBRBRAR HizH(D) RE - EREAAR BEANBERT K AR5,000,000 - - -
% - B
HE
Kingdee Credit Co., Ltd. Note (b) PRC, limited liability Development and service of RMB50,000,000 - - -
company software
in the PRC
SHUEEERAR WD) HEEREALR HE NMACEERE  AR50000000 - - -

il rE
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mENBHRMETE
17 Subsidiaries (continued) 17 FoF (&)
The following is a list of the principal subsidiaries and VIEs at 31 December ATARZE—RF+A=T—HXEFRARIRH
2015: (continued) fhFlz=EEE : (&)
Proportion of Proportion of
ordinary  Proportion of ordinary
shares ordinary shares
Particulars directly shares  held by non-
Place of incorporation  Principal activities of issued held by held by controlling
Name and kind of legal entity  and place of operation share capital ~ parent (%) the group (%) interests (%)
]
HEBAFEE HEEE FEHNNER
EMBItER TR BRTET FANLER SENLER BENLER
1] EEERER RESHE 1] (%) LEB(%) LEB(%)
Shenzhen Kingdeg Pay Technology Co., Ltd. PRC, limited liability Development of online pay MB100,000,000 - - =
Note (b) company technology in the PRC
AITeEXAREERAR Mo B FEREFLFA  SLIEERTEMRE  AK100,000000 - - -
fifR% - &
Shenzhen Qianhai Baidi Network Co., Lid. PRC, limited liability Development, design and RMBS,000,000 - - -
Note (b) company selling of software and
hardware in the PRC
AFEEERRERAR M0  HE FREERF  FAE HREERH AR 5,000,000 - - -
MEgfr - &
Shenzhen Kingdee Account Secure Network PRC, limited liability Development and selling of RMB30,000,000 - - -
Technology Co., Ltd. company software and hardware
Note (b) products in the PRC
A BREERREMEERAR mE BEREFLR HEREERAMES  ARH30,000000 - - -
HizE(b) Em - e

The total non-controlling interest for 2015 is RMB29,649,000 (2014:
RMB9,246,000), mainly RMB17,470,000 (2014: RMB8,216,000) of which
is attributed to Shenzhen Kingdee Tianyan Middleware Corp., Ltd. (“Kingdee
Tianyan Middleware”) and RMB11,940,000 (2014: Nil) is attributed to
Kingdee Vehicle Network Technology Co., Ltd.

The directors of the Company considered that the non-controlling interests
in respect of the subsidiaries are not material to the Group, and therefore,
no summarized financial information of the relevant subsidiaries is
presented separately.

BIF—Z-hE+-A=+—HRBHEHLEERS
F AR #29,649,000T (ZZ — M4 : A K 19,246,000
) ERIBRRIeRAAFAGERAR (T2
SRFR R ]) FFR IS A RK17,470,0007T (=
T4 AR¥B216,0007T) AR KITE@HER
BAR DR FER G M 2 A RBE11,940,0007T (ZF—
M Bx)

ARAIEERATEETRRMFES N EREEEM

EXTEAR At HEFARANBMEERAMLLA
BEEFIR -
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A I RARMIEE

17 Subsidiaries (continued)

The following is a list of the principal subsidiaries and VIEs at 31 December
2015: (continued)

Note:

(a)

130 Kingdee International Software Group Company Limited

Although the Group owns less than half of the equity interests in Kingdee
Tianyan Middleware, it is able to gain power over more than one half of the
voting rights by virtue of an agreement with other investors. Consequently,
the Group consolidates Kingdee Tianyan Middleware, and its wholly owned
subsidiaries Beijing Kingdee Middleware Software System Co., Ltd. and
Shanghai Kingdee Middleware Software Systems Co., Ltd.

The Group does not have legal ownership in the equity of these operating
companies. The Group has entered into several contractual arrangements with
them and their equity holders since their incorporation. These contractual
arrangements are irrevocable and enable the Group to:

° exercise effective financial and operational control over these
operating companies;

. exercise more than one half of the equity holders voting rights of
these operating companies;

° receive substantially all of the economic interest returns generated by
these operating companies in consideration for the business support;

° obtain an irrevocable and exclusive right to purchase the entire equity
interest in these operating companies from the equity holders;

° obtain a pledge over the entire equity interest of these operating
companies from their equity holders as collateral for all the payments
due to the Group and as security for performance of obligations under
the contractual arrangements.

As a result of such contractual arrangements, the Group has rights to
variable returns from its involvement with them and has the ability to affect
those returns through its power over these operating companies (“VIES”)
and is considered to control them. Consequently, the Group regards them
as controlled structured entities in the consolidated financial statements.

Nevertheless, the contractual arrangements may not be as effective as
direct legal ownership in providing the Group with direct control over
these VIEs and uncertainties presented by the PRC legal system could
impede the Group’s beneficiary rights of the results, assets and liabilities of
these VIEs. The Group believes that these contractual arrangements are in
compliance with relevant PRC laws and regulations and are legally binding
and enforceable.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

R RS R T
18 Share capital and premium 18 BREAMBERE
Number of Ordinary Share
Issued shares shares premium Total
BEHE B iR E BxEE &t
thousands RMB'000 RMB'000 RMB'000
Fir ARETFT ARETFT AEBETFT
At 1 January 2014 —E-ME—-F—A#ER 2,538,106 64,435 480,253 544 688
Employee share option scheme BT RRE 2
— Value of employee services - BIRBEE
received = = 25,210 25,210
— Exercise of share options — iR g AR 36,331 720 32,457 33,177
At 31 December 2014 —Z2-m#E+=A=+—H
- 2,574.437 65,155 537,920 603,075
At 1 January 2015 —Z-Hf—F—H#H 2,574,437 65,155 537,920 603,075
Issue of new shares (b) BITER(b) 288,526 5,714 1,045,369 1,051,083
Employee share option scheme BIEREE
— Value of employee services - BIREEE (F4529)
received (Note 29) - - 42,528 42,528
— Exercise of share options — TR (F5E21)
(Note 21) Share award plan Mtn BT 2 55,185 1,103 56,225 57,328
— Value of services received - lR%EE (M:E29)
(Note 29) - - 742 742
At 31 December 2015 —Z-af¥+ZA=+-H
& 2,918,148 71,972 1,682,784 1,754,756

(@)  The total authorised number of ordinary shares as at 31 December
2015 was 4,000,000,000 (2014: 4,000,000,000) shares with a par
value of HKD0.025 (2014: HKD0.025) per share. All issued shares

were fully paid.

(b)  On 26 May 2015, 288,526,000 subscription shares were allotted
and issued to a third party, JD Oriental Investment Limited at the
subscription price of HK$4.60 per share. The net proceeds arising

from the subscription was approximately RMB1,051,083,000.

@ BEZT-AFT-A=t+—-H TBERNE
TE 81 B # %8 £4,000,000,0008% (=% — 0 &
4,000,000,0008%) - & A& T {& /% 78 #0.0257C (=
T BREEEK05T) o RARE

THFRERNEE2BER -

bh) RZZE-—RAFRAZ+ B AE=ZAD
Oriental Investment Limited &2 2£288,526,000/% 3282 %
7 REERAESRAEEIL - REIAKR
BRI TS H A AR 1,051,083,0007T
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e BHRRME
19 Other reserves 19  Htgi
Available- Shares
Statutory Gonversion for-sale held
Merger Capital surplus  Revaluation option investment for share  Translation Other
reserve reserve  reserve fund reserve reserve reserve  award plan reserve reserve Total
EERR THE  RiRET
AHEE  EFOR OWE  ERER WERRS  RERE UARER 8 EtEE fit
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ABRTR ABRTT ARRTR ARRTT ARWTT ARRTT ARRTR ARRTR ARKTR ARRTR
Note(a) ~ Note(b)  Note(c) Note (d)
Mika)  HWEQ) W (c) WEE(d)
At 1 January 2015 RZS-1E-A-R&R 6,570 253,488 138,762 129,549 8,696 - (19,666) (4,629) (657) 512,113
Other comprehensive income Eipir Al - - - - - (3,886) - - - (3,886)
Currency lranslation differences NEREER - - - - - - - 1,14 - 1,14
Transactions with non-controlling SRR
inerests (Note 35) 25 (I33) = = = = = = = - WM 2818
Shares purchased for share award plan R REE 8B RG - - - - - - (24832) - - (24882)
At 31 December 2015 R-E-EE+ZA=+-H
& 6,570 253,488 138,762 129,549 8,696 (3,886) (44,498) (3,415 27497 512763
Shares
Statutory Conversion feld
Merger Capital surplus— Revaluation aption forshare ~ Translation Other
Teserve reserve  reserve fund TeseIve reserve  award plan TBSEIVe TBSEIVE Total
EERE e
ol BARE  DBe  EfRE WERGES HFRRL e EfEE 8
RVBOOD  RWBOOD  RWBOOO  RMBOOO  RMBOOO  RMBOOO  RMBOOO  RMBOOO  RMBUO0O
ARETT ARETL ARETR ARETT ARETR ARETR ARETT ARETT ARETR
Note (3) Note (b) Note (c) Note (d)
Wi WER0) W) HiH)
At 1 January 2014 ZRZF-mE-A-ReH 6,570 263468 138,762 129549 - - - 619 526,988
Curtency translation diffrences SNEEER - S S S S S (4629) e (4629)
Issue of convertible bond - equity component AT (E% — EREHH - - - - 869 - - - 8,69
Transactions with non-contolling inferests BRI B RN 5 - - - - - - - (1.276) (1.276)
Shares purchased for share award plan R REE 2R - - - - - (19,666) - - (19,666)
At 31 December 2014 RZE-BE+-A=1-BER 6,570 253488 138762 129549 8,69 (19,666) (4629) (657 512113
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e I RARMIEE

19

20

Other reserves (continued) 19

(@)  The merger reserve represents the difference between the carrying
amounts of the capital of the subsidiaries at the date on which they
were acquired by the Company and the nominal amounts of the
Company’s shares issued as consideration for the acquisitions.

(b)  The capital reserve arose mainly from the reinvestment of dividends
into the PRC subsidiaries and capitalisation of reserves of certain
subsidiaries.

(c)  The Company’s subsidiaries in the PRC are required to follow the
laws and regulations of the PRC and their articles of association.
These subsidiaries are required to allocate at least 10% of their net
profits to the reserve fund until the balance of such fund has reached
50% of their registered capital. The reserve fund can only be used,
upon approval by the shareholders” meeting or similar authorities,
to offset accumulated losses or increase capital.

(d)  During the year ended 31 December 2015, the Group purchased
10,714,000 (2014:10,698,000) ordinary shares in the company for
a total consideration of HKD28,187,000 equivalent to approximately
RMB24,832,000 (2014: HKD24,929,000, equivalent to approximately
RMB19,666,000) under the share award plan (Note 21(b)). The
carrying amount of the shares held as at the year end was presented
as a deduction against equity.

Hftnfeon (%)

(a)

BHtHEENBARRARAKBE BNER
SREARARUBRTORNEBNESR -

BARRBIBEHPERENTARMNBRNER
BMEDFARIMERER -

ARANTENERAAKETENEERA
ERARENRATZRA[ - EDERHEARF
AWAFERMP R D0 FERHE
T EERRBESERSREEMERN
50% FEESEEERERIBRRAG A
‘RAUBERAH R BRIEMER -

HE-_Z-RFET_A=T-HILNRES
A EEERNREE BT (M21(0)) LB
28,187,0007C (4978 A K #24,832,0007C) (=T —
M4 - JB#24,929,0007T + 497 A K #19,666,000
) MBREBELRHAI400A R ER
B (ZZ—Mm%F - 10,698,0008%) © FREE RN
HIREEED HERRET IR -

Retained earnings 20 EEES
RMB’000
AR®TT
At 1 January 2014 R _Z—MFE—HF—A 676,736
Profit for the year FEME 197,048
At 31 December 2014 R-E—@mE+=BA=+—H 873,784
At 1 January 2015 A—E—-RE—fF—H 873,784
Profit for the year FENE 105,766
Dividends relating to 2014 ER =T —HERORF (30,000)
At 31 December 2015 R-ZE-AF¥+-A=+—H 949,550
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A I RARMIEE

21

134 Kingdee International Software Group Company Limited

Employee share-hased arrangements

(a)

Share option scheme

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 the validity period of
ten years, under which the directors may, at their discretion, grant
options to any qualifying participants to subscribe for shares in the
Company, subject to the terms and conditions stipulated therein.

In respect of the 2015 Option Scheme, the exercise price of the share
options is determinable 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. The validity period of 2002, 2005 and 2015 Option
Schemes are both ten years from the grant date.

Annual Report 2015

21

BIRIARH

(a)

Rkt E
E-Z-hFAANRERNBFRREAE
b ARRERE-TTRAFAIT RN T —
B BEE ([—2—RF5HE ) B
MARIF - Bt EZURERENAERS
HERHBRE  ARBARARN - HAX
PRI L AT B R R fett o

R-T-RFERREREBEESE  TRE
MEFCETETGERATRSE © ()JRH
BREER (WAREXR) EBXMERRE
FKAFIMARRRMETE © (|BERLBER
BERAMLEEEAERRMEARERF
SR DR FIYTE + R(il) AR A
BE-—FF-5 —FFNFA-F-0F
ARERRBRETBNEBHATERER
ERHBSRRIFRENRE—H -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e I RARMIEE

21 Employee share-based arrangements (continued)

(a) Share option scheme (continued)

(i)

21 RIRMRHE (K)
(a) FRBRMEETE (W)

Movements in share options (i) BEEsD
Movements in the number of shares under the options FARTTERBRESE REA BN MNE
outstanding and their related weighted average exercise EHTFRENEHNT
prices are as follows:
2002 Option Scheme 2005 Option Scheme 2015 Option Scheme
200281 = 2005B% & 20158k =
No. of No. of No. of  Total no.
Average shares Average shares Average shares  of shares
exercise  under the exercise  under the exercise  underthe  under the
price options price options price options options
BRET
BETY BEET SKTY BREET SKRTFEY BERET 0
fHEE )3 fTEE BB & fiEE ol &t
HKD  thousands HKD  thousands HKD thousands thousands
B Fit B Fit il Fit Fit
At1Janvay HZZB—MEF
2014 —H—H 0.54 799 1.4 293,445 - - 294,244
Granted BEH = - 2.66 25,000 - - 25,000
Exercised 217 0.54 (798) 1.16 (35,533) - - (36,331)
Lapsed BAM 0 1 1.94 (1,600) - - (1,601)
At 31 December HR-Z—MEF
2014 +ZH=+—-H = = 1.55 281,312 - - 281,312
Currently R-Z—MmE
exercisable +ZR=+—H
as at AT
31 December
2014 - - 1.53 181,579 - - 181,579
At 1 January R_E—1F
2015 —AR—H = - 1.55 281,312 - - 281,312
Granted BEH - - - - 4.60 40,000 40,000
Exercised 20 - - 1.33  (55,189) - - (55,185)
At 31 December R-Z—4LF
2015 +ZHA=+—-H - - 1.60 226,127 4.60 40,000 266,127
Currently R-Z-1%F
exercisahle +ZR=+—H
as at AT
31 December
2015 - - 1.66 170,528 - - 170,528
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A I RARMIEE

21

136 Kingdee International Software Group Company Limited

Employee share-hased arrangements (continued)

(a)

Share option schemes (continued)

(i)

(ii)

Movements in share options (continued)

During the year ended 31 December 2015, options over
1,900,000 (2014: Nil) shares were granted to directors of
the Company.

In 2015, option over 2,500,000 (2014: 2,500,000) shares
were granted to a related party, which is a company wholly
owned by Mr. Xu Shao Chun, the chairman and executive
director of the Company, in exchange for the director’s
Service.

Outstanding share options

Details of the expiry dates, exercise prices and the respective
number of shares under the options which remained
outstanding as at 31 December 2015 and 31 December 2014
are as follows:

21

RIRMARHE (8)
(a) FRBRMEETE ()
(i) FEWKESDH (&)

(ii)

R-ZF-hF ARAREFRTH
190000013 (ZF—M%F - F) BBRRAE -

RZB-ILF WHBEAARTH
2,500,000 (== — M4 - 2,500,000)% %
B ZBMLRARAEERIERGD
BREEHE - EREZNREHM -

FATHE AR AR
RZE-RAF+-R=+—HRZZ—
WE+=A=+—8 ' WRITEAOER
EHIEA  TEEREEMNEEFR
LUNNE

Number of shares under options

BRIE TR

Range of exercise price after
Expiry date within the bonus issue of the shares 2015 2014
L] BipFSEBRITEREE —Z-1f T
HKD per share thousands thousands
B% Sk Fit Fat
2016 0.65-0.66 66,718 79,890
2017 0.94-1.81 6,130 8,188
2018 0.95-1.75 8,381 15,912
2019 1.15-1.87 45,588 62,366
2020 3.11-4.25 21,022 25,550
2021 3.75-4.28 19,528 20,640
2023 1.31-1.34 35,076 43,766
2024 2.66 23,684 25,000
2025 460 40,000 -
266,127 281,312
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FEMBmRMETE
21 Employee Share-based Arrangements (continued) 21
(a) Share option schemes (continued)

(b)

(iii) Fair value of options

The weighted average fair value of options granted during
the year determined using the Binomial valuation model was
HKD1.28 (2014: HKD1.20) for an option over one share.
The significant inputs into the model were weighted average
share price of HKD4.6 (2014: HKD2.66) at the grant date, the
exercise price shown above, volatility of 53% (2014: 53%),
expected dividend paid out of HKD0.078 per share (2014:
HKDO0.078), an expected option life of 10 years (2014: 10
years) and an annual risk-free interest rate of 0.14% (2014:
0.14%). The volatility measured at the standard deviation of
expected share price returns is based on statistical analysis of
daily share prices over the period from the end of the locking
period to the grant date of share options.

Options over 40,000,000 shares granted on 12 May 2015
were divided into 4 tranches on an equal basis. The first
tranche can be exercised after one year from the grant
date, and the three remaining tranches can be exercised
respectively over the following three years.

Share award plan

The board of directors adopted a share award plan (“2013 Plan”)
on 25 March 2009 for the purpose of recognizing the rewarding the
contributions of the eligible persons. The Group adopted a new share
award plan on 14 December 2015 (“2015 Plan”) and the shares
under 2013 Plan were transferred to 2015 Plan.

BRIBRBRE (&)
(a)  FRBREEE (W)
(i) MRkENIREE

ERARLBRENRFEEMNA
Binomialft ERABEE A RREEE
18T (ZE—WF: B0 ¥
ZEABANERERNRRL RSN
MEFHREEELT (ZT—MF :
BH2667T) - A EFPIMTTREE B
HA AR (B ) WR53% 0 K B (Z B — 104 -
53%) - BAUR S SRAEKBL (ZF
—OE  B0.078TT) - AR T A
THFERE (ZF—0F 105) B
HEETEBRME4% (ZT—HF
0.14%) ° &Ewﬁﬁﬂﬁxﬁ@ﬂiﬁ’ﬁﬁﬁﬁﬁﬁ
AENEDEE  REREEEH
ERRkERLERSRRNERRE E’J
AAMEE

— R A+ HE T #940,000,000
REBIET O BIUE - E—HATR
R B SR —FRTE  ARRHRTE
ZE=FREETE -

(b)  BrfpSEMEHR
ARPELEN _ETNF=A-THERE
R0 2R 8 (5 8=F—=]) » ZBH
AR ERAR TR IARYERB AR
THEENERRERMEHNER - RER
—HEF+Z A+ EARRTBD BB &

([38=Z2—1))  #HE-_ZT—=0RH
u+ J T fie
No.of
shares held No.of
for the share awarded
award plan shares Total
B% {7 58 Bh 5t & e g ]
BREE ErHE st
thousands thousands thousands
Tt Fit Fit
At 1 January 2014 —Z—mE—-A—H = S =
Purchased and held BEURA 10,698 - 10,698
At 31 December 2014 “EZ—-mE+ZA=+—AH 10,698 - 10,698
At 1 January 2015 “Z-h¥—H—H 10,698 - 10,698
Purchased and held BEURA 10,714 - 10,714
Awarded BT = (5,300) (5,300)
At 31 December 2015 —E2-A%¥+=-A=+—H 21,412 (5,300) 16,112
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PN e
21 Employee Share-based Arrangements (continued) 21 DEAIRMARE (&)
(b) Share award plan (continued) (b) BxipEEMEE (M)
During the year ended 31 December 2015, 5,300,000 shares were BlE-T-—AF+-A=t—HRAREENR
awarded to directors and senior management of the Company REIE A BIERS,300,0000% 82BN (ZZF—
(2014: Nil). FiE)o
The fair value of the awarded shares was calculated based on the REROOALEEANSTERBATRMNE
market price of the Company’s shares at the respective grant date. TIGEETE - EAHRBRON A £ BER
The expected dividends during the vesting period have been taken BEERTESSHNBHRSE
into account when assessing the fair value of these awarded shares.
The weighted average fair value of shares awarded during the year 31 E-ZE-REMNREHRRBNRM NEFH
December 2015 was HKD3.56 per share (equivalent to approximately DABEASRBEINT (WATRARE
RMB2.98 per share). 2.987T)
The outstanding awarded shares as of 31 December 2015 were ZE-RFT A+ BMARERNHER
divided into four tranches on an equal basis as at their grant date. EXAEHD AN - E—HARZT—REF
The first tranche can be exercised on 18 March 2016, and the three ZA+N\BTfE A=A AEZR=F
remaining tranches can be exercised respectively over the following WEEETTEE
three years.
22 Borrowings 22 f&®
2015 2014
—E-1% —T-F
RMB’000 RMB'000
AR®TR ARETT
Non-current FRE
Long-term bank borrowings, unsecured RERITER - BEE 105,000 248,500
Convertible bonds (a) AJEHAE () 1,108,018 1,042,897
1,213,018 1,291,397
Current R E
Medium-term notes PHEIER - 478,979
Current portion of long-term borrowings, unsecured RERITERPEEEG - |IEW 243,500 66,600
243,500 545,579
1,456,518 1,836,976
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22 Borrowings (continued) 22 &% (&)

At 31 December 2015, the Group’s borrowings were repayable as follows:

ZZ-RFTZA=+—HB AEEETNEESRN
T

2015 2014

—E-hf —E-mF

RMB’000 RMB'000

AR®TR ARETT

Within 1 year 1R 243,500 545,579
Between 1 and 2 years 15226 65,000 188,500
Between 2 and 5 years PENY:S 1,148,018 1,102,897
1,456,518 1,836,976

The carrying amounts of the Group’s borrowings are denominated in the
following currencies:

ZE-RF+ZA=T+B AEEEXROEESD
T

2015 2014

—E-1f T

RMB’000 RMB’000

AR®TT AREFT

RMB ARE 348,500 794,079
usDh X 1,108,018 1,042,897
1,456,518 1,836,976

The Group’s bank borrowings bear average interest rate of 4.52% (2014:
6.07%) per annum and are fully repayable upon maturity.

Except the convertible bonds mentioned in Note (a), borrowings are at
floating rates and the exposure of the Group’s borrowings to interest-rate
changes and the contractual repricing dates at the balance sheet dates are
within 1 year (2014: within 1 year).

The fair value of the non-current borrowings as of 31 December 2015 is
RMB1,215,729,000 (2014: RMB1,252,935,000), which is based on cash
flows discounted using a rate based on the average interest rate of 4.29%
(2014: 5.11%) and this is within level 2 of the fair value hierarchy.

The carrying amount of the current borrowings approximate their fair
value, as the impact of discounting using a current borrowing rate is not
significant.

AEENRITERNERTOERENEH452% (=
F—MF: 6.07%) - A2 BEREEIHARE -

B SRR AR L) - A E B 1S 2R
BRI EHERDRANEIEERBHAE
Bl AR (ZE—IE - —FUR) -

BE-Z-A4+t-A=+-BERBERNRA
BEAAREI572900T (T E—ME: ARE
1,252,935,0007C) © EIRAEE LA BEFE - BER
ERENTIHFEL% (ZB—ME - 511%) HRE

s

Ho

ARNEREAERFEREROFELK  RBERD
REERE DA BEME -
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22 Borrowings (continued)
Note:

(@) The Group issued US$175,000,000 4.0% convertible bonds on 14 April
2014. The bonds mature in five years from the issue date. The bonds can
be converted into the Company’s ordinary shares, at the holder’s option at
any time on or after 25 May 2014 up to the close of business on the 10th
day prior to the maturity date (both days inclusive), at HK$3.90 (fixed in US
dollars at US$0.50) per share. The values of the liability component and
the equity conversion component were determined at issuance of the bond.
The liability component is subsequently stated at amortised cost until it is
extinguished on conversion or maturity of the bond. The residual amount,
representing the value of the equity conversion component, is accounted for
as a conversion option reserve included in equity (Note 19).

The convertible bonds recognised in the statement of financial position are
calculated as follows:

22

fam (1)

@ AEER-T-NENATRARTEREAETL
175,000,0007T * FIR40%E AT ERE S o BEFRE
TTRMRH AFREE - TERESHEATEER
BFBRARD  REL-Z-—EFAA-+HAR
ZREZIHANTEEERRERK AL ZHHER
EAREL SR AREATRINEY (BTRRE
WEETAISETT) - BERESERERDHNE
ERBITELRSET - BEAKIHEERBERK

A BEEESIHRBRARD - TBABSRR
BHEENAERAKBNHBERNEZEBFIRAT
BinESRHRE (19 -

EMBARRERN A ERESHENT -

RMB’000

AR®TR

Face value of convertible bonds issued on 14 April 2014 R-ZE—MEMA+MNAZRTHVERESHREE 1,076,793
Transaction costs RBHA (20,214)
Equity component AR R (8,696)
Liability component on initial recognition at 14 April 2014 R-Z—MEMA+ M A NS EZFH & ARG 1,047,883
Interest expense FISEBA 31,420
Interest accrued FERF 8 (30,590)
Effect of currency translation ’ﬂ\’i}%% EZRy% (5,816)
Liability component at 31 December 2014 RIE—ME+ZA=+—HMA RAKBR 1,042,897
Interest expense FIEER 46,730
Interest accrued FERTF 8 (45,455)
Effect of currency translation INEHEZRFE 63,846
Liability component at 31 December 2015 RIE-AF+A=1+—HMARHARBH 1,108,018

Interest expense on the liability component of the bond was calculated at
the effective interest rate of 4.22% per annum.

The carrying amount of the liability component of the convertible bond at
31 December 2015 approximates its fair value. The fair value hierarchy of
the liability component of the convertible is level 2.
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BEFBR
BIEFEREENMRILAEHABATNOT :

23 Deferred income tax 23
The analysis of deferred tax assets and deferred tax liabilities is as follows:

2015 2014
—E-1f —T-mE
RMB’000 RMBI000
AR®FT ARETTT
Deferred tax assets: EIEFSHEE
— Deferred tax assets to be recovered —BBEREARREDMETEMEREE
after more than 12 months 50,359 23,861
— Deferred tax assets to be recovered —E1EANREHEEMEREE
within 12 months 2,990 1,289
53,349 25,150
Deferred tax liabilities: EEFSHAE
— Deferred tax liability to be recovered — #iB12fE A féilﬂl@ HEEMERAE
after more than 12 months (158,978) (98,967)
— Deferred tax liability to be recovered - EIEARNKREHEEMERARE
within 12 months (109) (375)
(159,087) (99,342)
Deferred tax liabilities (net) BEFRBRAR (28) (105,738) (74192)

The movement in deferred income tax assets and liabilities during the year,
without taking into consideration the offsetting of balances within the same

tax jurisdiction, is as follows:

FRELFTESHEENARE CREERBESIER—
BHEREE) HEHNT

Credited/ Credited/
(Charged) to (Charged) to
the income At the income At
At 1 January statement 31 December statement 31 December
2014 (Note 31 2014 (Note 31) 2015
BREEAE Eﬁﬁi)\lﬁ/
KT (k) R-E-mF (k) R=B £$
—A—H (W) +-A=f-H (HH‘.‘£31) +-A=+-H
RB0D RNB 0D RMBODD ~ RMBOOD  RMBOO0
ARBTT  ARETT  ARETR  AERRTT  ARETR
Deferred tax assets BRFGEHEE
— Provision for payroll -T4%ER - 1599 1599 (1,599) -
— Allowance for bad and doubtful debts - REBEE 8,391 (242) 8,149 14,018 22,167
~ Amortisation of computer software - R EE 6,049 2,906 895 6,344 15,299
— Accumulated loss recovered within five years — — HER A EE M REHER 23,068 (16,621) 6,447 8,505 14,952
— Over-claimed advertisement -BINELE = - - 931 931
37,508 (12,358) 25,150 28,199 53,349
Deferred tax liabilities BRFEHEE
— Deferred development costs — EREFAEKA (46,175) (%9) (46.274) (30,085) (76,359)
~ Fair value surplus of intangible assets -BVEAELE (484) 187 (297) 187 (110)
~ Fair value gains on investment properties -REUREMEL, BELE (50,987) (1,392) (52,379) (30,239) (82,618)
— VAT refund — EERER (5,884) 5492 (392) 392 -
(103.530) 4188 (99:342) (59,745 (159,087)
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23 Deferred income tax (continued) 23 RERSR (|)

Deferred tax assets are recognised for tax loss carry-forwards to the extent B TR AT A E R E LA BT AR 0 8 BT 15
that the realisation of the related tax benefits through the future taxable B ENEERENTE BN ERAIERAL
profits is probable. As at 31 December 2015, Due to the fact that the XN CERERIABLMEHEE - AR 2 -1
directors are not certain of whether future taxable profit would be available, FTZR=T—REBEEERTRETA LMFER
the Group did not recognise deferred tax assets of RMB100,218,000 (31 ALE AEBULSERAMNEMAREBARE
December 2014: RMB95,163,000) in respect of tax losses amounting to 100,218,000 (ZE—WE+ZA=+—H: AR%
RMB525,520,000 (31 December 2014: RMB486,694,000) in certain Group’s 95,163,0007T) #Y3E T AT 15 8 & & A K #525,520,0007C
companies, which can be carried forward to offset against future taxable (Z2—MEFZA=1—H : AR486,694,0007C) *

income, all of which will expire in 2015 to 2019 respectively. BARNRZE—RAFET—NEFRK -

24 Trade and other payables 24 [EfEHRREM
2015 2014
—2-1f i
RMB’000 RMB'000
AR#®TT ARETF T
Trade payables (a) (b) JE {5t R 3R (a)(b) 22,322 34,290
Amounts due to related parties (Note 37) FEfTRERE T 2 0E (MH5E37) 333 591
Salary and staff welfare payables EfNEE k8 TR 71,034 74,563
Advances from customers BPkE 119,277 38,293
VAT and business tax payable JERIGER R EERK 34,821 42,800
Accrual for expenses BIREHR 37,348 39,183
Construction fee payable FEft TIEEIA 1,767 7,387
Contingent and deferred consideration for B MBS ZWEBEE

a business acquisition - 5,955
Deposits of distributors REBRES 39,136 32,854
Interest payable FERTFI B, 12,663 23,324
Others Hit 6,689 3727
357,390 302,967
(a)  The fair values of trade and other payables approximate their carrying @ EANEFREMENRZARBEELRSR

amounts. The carrying amounts of the Group’s trade and other

payables are mainly denominated in RMB.

(b) At 31 December 2015, the ageing analysis of the trade payables

based on invoice date is as follows:

HEE  ARAZRAEEEMRR LA wE
NHRBEZRAEEERAARKHE -

b)) WM-T-RFT-A=t—R AEEENK

HIRBEERAHOEREITHT :

2015 2014

Z2-1f —T-mE

RMB’000 RMB’000

AR®TT ARETFT

0 - 180 days 0—180K 18,718 30,954
181 - 360 days 181 — 360K 582 2,199
Over 360 days HER360K 3,022 1,137
22,322 34,290
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25 Deferred income 25 EEKA
2015 2014
—E-1F —E-mF
RMB’000 RMB'000
ARBTT ARET T
Deferred service fee income (a) EIEE # R () 74,922 71441
Deferred government grant (b) ERETAIE B 8 (D) 21,650 5,610
96,572 77,051

(@)  The amount represents service fees received in advance from
customers for software maintenance services to be provided in

periods beyond the financial year end.

(b)  Movement of deferred government grants is as follows:

@ FZPEREEREREPHHKERDRIIR
PRFERREAEERBYRA - EREHE

BBHEEER -

b) EEHBBANEBHNOT :

2015 2014

ZE2-1hf —E-mF

RMB’000 RMB'000

AR®TTR AREFIT

At 1 January ®—A—H 5,610 18,140
Additions =10 57,810 14,946
Recognised in the income statement NERKRER (41,770) (27,476)
At 31 December ®+=-RA=+—H 21,650 5,610

The amount represents cash received from government for financing
various research and development projects conducted by the Group.
These cash received will be recognised as income when certain
stipulated conditions required by government are met (usually when
after the related development project is completed).

ZHERAREBTRANFEIER MAHTE
MAE SR o WHRARERBN IR AR
(BEREMBNAZIAETKIER) BREEY

o

Bk

26 Revenue 26 WA

The Group’s turnover includes, separately or in combination, revenues EFHWABE UBEFEANHR) S EEEEE
from Enterprise Resource Planning (“ERP”) business and Cloud services Lk (B57E  FRPER) IR ERBLK - WADHIER
business. Revenue is stated net of applicable value-added tax (*VAT") in BRMNPREER  WABENTEE :

the PRC and comprises the following:

2015 2014

—E-1F —T—mE

RMB’000 RMB’000

AR®TTT ARET T

ERP business ERPET 1,395,250 1,440,492
Cloud services business EREER 190,974 106,025
1,586,224 1,546,517
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27 Expenses by nature 21 EBRHEESEMER
FIRREERAR  HERKEER  MRARFEXRAE
RIBERANERITET -

Expenses included in cost of sales, selling and marketing expenses,
research and development costs and administrative expenses are analysed

as follows:
2015 2014
—E-1f T
RMB’000 RMB'000
AER®TT AREFT
Research and development costs W2 MR AR
Amounts incurred BEX e 275,197 230,500
Less: development costs capitalised (Note 8) B BAMEZ BB (FEES) (258,023) (205,342)
Add: amortisation (Note 8) e BAR 2 RER AR (i) 217,646 198,288
234,820 223,446
Employee benefit expenses (Note 29) BIRARSZ (M3F29) 1,003,535 943,057
Less: amount included in development costs B RERAERFAERAZ 2 (234,808) (201,550)
168,727 741,507
Depreciation (Note 7) wE (M) 36,881 43,991
Less: amount included in development costs B BREIMERERER AL E (6,898) (7.511)
29,983 36,480
QOutsourcing services HNVBIRTEE 143,145 113,143
Sales promotion SHEH RN A 80,315 69,838
Impairment provision/(reversal) (Note 12) FEUIRFOREEE /(hE) (FiEE12) 62,803 (3,668)
Advertising BERA 58,908 33,348
Cost of inventories consumed (Note 13) EREFERA (f13F13) 57,875 67,538
Rental and utilities e R AHEEER 44,738 40,213
Traveling EIRE 37,977 33,370
Office expenses WNE 28,057 29,558
Other tax and surcharge H e MKm 26,895 24,289
Amortisation of acquired licences and copyrights (Note 8) B (et 4 (FiT+58) 13,680 26,150
Professional service EERBER 12,321 8,742
Training costs 5iE 10,635 7,090
Amortisation of land use rights (Note 6) T RS (F3E6) 3,361 3,361
Auditors’ remuneration ZEAMB & 1,800 1,700
Amortisation of computer software for own use (Note 8) B FI B RSB 4Y (FT318) 1,721 2,319
Losses on disposals of property, plant and equipment BRETEE - THREEBE (M5:34)

(Note 34) 1,646 670
Amortisation of customer relationship (Note 8) XEEEEHE (FI3E8) 1,248 1,248
Others Hit 20,612 20,469
Total st 1,641,267 1,480,811
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28 Other gains — net 28 HFE - 28
2015 2014
—Z-hf —T-mEF
RMB’000 RMB'000
AER®TT ARETT
VAT refund (Note) BERRE (M) 153,334 137,089
Government grants BISIE B 8k 43,426 34,439
Rental income -net (Note 9) AW A — 38 (K:9) 68,126 56,610
Re-measurement of the contingent consideration for tENEXEHESMLE
business acquisition 300 1,624
Investment income REWES 2,339 -
Financial assets at fair value through profit or loss URnBEFEEEZETABEN
TREE 1,267 -
Net foreign exchange (losses)/gains SAEESE (E51B),/ IR (4,513) 1,767
Others Hit 2,009 (1,853)
266,288 229,676
Note: TiEE

29

According to the current tax regulations in the PRC, the development and sales of
computer software are subject to VAT with an applicable rate of 17%. In 2011, the
State Department issued a circular regarding the “Taxation Policy for Encouraging
the Development of Software and Integrated Circuits Industry” (Guo Fa [2011] No.4).
Pursuant to the Circular, software enterprises engaged in the sales of self-developed
software in the PRC and pay VAT at a rate of 17% are entitled to VAT refund to the
extent that the effective VAT rate of the sales of the software in the PRC exceeds 3%

of the sales amounts.

RERTHEARBHE - BRRM 2 AEMBERRTDHE
BmEER - N_T——F - EHRARDE E-FRER
HEXNEREREXRRE THRRORBM (HEQ2011) 54
W) o KRZBH - $-T——FHK  BEK R
ABHEEETRBEENRMHER @ BR1T%H YL ER
% HEZERERRABBO BN BTEMEARERE -

Employee henefit expenses 29 RIRFRAX
2015 2014
ZE-1f —E—mF
RMB’000 RMB'000
AR®TTR ARETTT
Wages, salaries and bonus I% 2HRES 711,067 666,291
Commissions HERK 90,922 109,695
Staff welfare BT 25,818 19,625
Pension scheme contributions (a) RIRGTEIHR() 132,458 122,236
Share-based compensation VARG B2 ) SR BN T 21 43,270 25,210
1,003,535 943,057
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(a)

(b)

29 Employee henefit expenses (continued) 29 RIMFRAX (8|
Pensions — defined contribution plans (a) BfE-BERFHE
The Group participates in defined contribution retirement schemes AEE2EATEE M ERABNREENNT
organised by the relevant local government authorities in the BOTRNGE - ARBEERAKEERES
PRC. The Group is required to make monthly contributions to the HERF L H8%Z225% (RTHBARZHE
retirement schemes at rates ranging from 8% to 22.5%, depending HmE) MERSTEER - EHBARES
on the location of the subsidiaries, based on the basic salaries BEARNZERNEESINENRSE - AEEEE
of eligible employees. The local government authorities are BRBRES 2 ER AR L %A 212 K/
responsible for the pension liabilities to retired employees. Forfeited I NMEHEERELRRA HIUKE -
contributions made by the Group on behalf of employees who leave
the scheme prior to full vesting of the contributions cannot be used
by the employer to reduce the existing level of contributions.
Five highest paid individuals (h) DEBEHHFMAL
The five individuals whose emoluments were the highest in the Group AEEASERNGESTFHOALTBEMAL
for the year include two (2014: two) directors whose emoluments are (ZE—MF W) 2F PNTHEE
reflected in the analysis presented under “Benefits and interests of ERTHAHOFFEME ] (H5E39) 2R
directors” (Note 39). The emoluments payable to the remaining three DR - AFEINEB=ZMUAL (ZF—
(2014: three) individuals during the year are as follows: E : =f1) ATHEMNT :
2015 2014
—E-1f —E-F
RMB’000 RMB'000
AR%TT AREFT
Basic salaries, housing allowances, EAE¢ - BREER - HtbEaA
other allowances and benefits in kind ERbE 5,093 3472
Bonuses Be 1,367 1,012
Pension scheme contributions RRETEIE R 151 120
6,611 4,604
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The emoluments fell within the following bands:

LEHFMETIIAARER :

Number of individuals

N |
2015 2014
ZE-1f —E-mF
Emolument bands EAl
HKD1,500,001 - HKD2,000,000 75#1,500,00170 2 7% 12,000,0007T 2 3
HKD2,000,001 and above 712,000,001 7T & A £ 1 -
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30 Finance costs — net 30 MERX-FH
2015 2014
—Z-I1f —T-EF
RMB’000 RMB'000
AR®TR ARET T
Interest income FBEWA 29,907 23,837
Bank charges RITFES (680) (867)
Net foreign exchange (losses)/gains B (BX)/ FIEFE (9,789) 8,118
Interest on borrowings JESFEMERFB (83,785) (104,567)
(64,347) (73.479)
31 Income tax expense 3 HRRER

Taxation on the PRC profits is calculated on the estimated assessable profit
for the year at the rates of taxation prevailing in the PRC.

AERBHBRREETEARAMBESAERNA
FEME - WHEAFEE O EFRABER LETHE
4 o

2015 2014
—E-1f T
RMB’000 RMB'000
AR®FRT AREFTT

Current income tax BHRGEH
— PRC corporate income tax — PR EMEH 26,905 21,445
— Over-provision in previous year — FEZEEEH (1,703) (4,130)
Deferred income tax (Note 23) EEFEE (M) 31,546 8,170
56,748 25,485

(@) No provision for profits tax in the Cayman Islands and Hong Kong
has been made as the Group has no income assessable for profits
tax for the years in those jurisdictions.

(b)  Shanghai Kingdee Software Co., Ltd. was qualified as High-tech
Enterprise from 2014 to 2016 and was entitled to a preferential
corporate income tax rate of 15% (2014: 15%).

() MRAEERZEFENERSHEXERL
BRERBENA  HRZEHELBEHZEF
EEEMOFREHER

b)) BZE-NEFE-Z-AFLELEGHER
DEHRTEAFRARSTRMCEERTZ
X15% (20145 : 15%) BB EBRDEME
B o
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31

148 Kingdee International Software Group Company Limited

Income tax expense (continued)

(c)

Subsidiaries below obtained valid qualification certificates but not
yet registered with tax authority. The application of preferential tax
rate stated below are subject to critical estimates of the management
of the Group (Note 4.1(g)).

(i)

(i)

(iif)

(iv)

Kingdee China and Kingdee Tianyan Middleware were each
qualified as High-tech Enterprise and were each entitled to a
preferential corporate income tax rate of 15% (2014: national
important software corporate income tax rate of 10%) for the
year ended 31 December 2015.

According to Cai Shui Zi [2008] issued by Ministry of Science
and Technology, Ministry of Finance and tax authorities in
the PRC, Kingdee Medical Software Technology Co., Ltd.
was qualified as High-tech Enterprise from October 2014 and
was entitled to a preferential corporate income tax rate of 15%
(2014: 15%).

Shanghai Kingdee Software Technology Co., Ltd. and Beijing
Kingdee Management Software Co., Ltd. were each qualified
as High-tech Enterprise from October 2014 and were entitled
to a preferential corporate income tax rate of 15% (2014:
15%).

Shenzhen Kingdee Qisi Technology Co.,Ltd. was qualified
as a software enterprise by Shenzhen Software Industry
Association on 8 October 2015 and was entitled to tax
exemption for two years and thereafter to a preferential rate
at half of the corporate income tax rate for three years.

Shenzhen Qianhai Baidi Network Co., Ltd. met the conditions of
promoted industries within the Shenzhen — Hongkong modern
service cooperation zone and is entitled to a preferential corporate
income tax rate of 15% (2014: 15%) for seven years with effect from

2014.

31
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(c)
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31 Income tax expense (continued) 31 FERER (|)

(e)  Other PRC subsidiaries of the Group applied the tax rate of 25%. ) EMHBEFARBEALWCENSREE -
The taxation on the Group’s profit before income tax differs from the AEEERAMEER EHBENMERERR
theoretical amount that would have arisen using the principal rate of BPE \REMBECEMGHEERXAHER
the PRC corporate income tax due to the following: MBEMIR - ABFLR TR

2015 2014
—Z-hf —E—mF
RMB’000 RMB'000
AR%TTT ARET T
Profit hefore tax [E3 Akl 162,265 225,833
Tax at the statutory tax rate of 25% (2014: 25%) & A E R R 25%5T 5 M Fi &
(ZZ—TUF : 25%) 40,566 56,458
Effects of: 24
— Preferential tax rates - EXEEMX (25,730) (31,814)
— Tax losses for which no deferred — RERRERMEHEEN
income tax asset was recognised T EE 20,410 11,732
— Expenses not deductible for tax purposes — NAHIBMER 5,075 3,357
— Re-measurement of deferred tax liabilities - BERRETENASRELMEHAR
due to a change in applicable
preferential tax rate 37,096 S
~ Additional deductible allowance for — MEMR C FREER
research and development expenses (18,966) (10,118)
~ Over-provision in previous year - FESEAER (1,703) (4,130)
56,748 25,485
32 Dividends 2 BKE
2015 2014
ZZ-1f —E-mF
RMB’000 RMB'000
AR%TT ARET T
In respect of previous year: SIRM EFEZ AR -
2014 final dividend — HK$0.015 (2014: Nil) per 015F B RE2014F REARLF :
ordinary share SLAREBL0LT (ZF—RF - &) 30,000 -
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33 Earnings per share

(a)

(b)

150 Kingdee International Software Group Company Limited

Basic

Basic earnings per share is calculated by dividing the profit
attributable to owners of the Company by the weighted average
number of ordinary shares in issue during the year.

BRI

(a)

-3
EXGRUEREFBRERAMEENN
B RAFAS BT ERRNIETIHA R

s
B o
7

2015 2014
—E-1f T
Profit attributable to owners FEBEBRAREMEE (ARETT)
of the Company (RMB000) 105,766 197,048
Weighted average number of ordinary shares BRTEBRAMEFSE (Fat)
in issue (thousands) 2,767,368 2,560,029
Basic earnings per share (RMB cents per share) ~ EARERZF| (FRARES) 3.82 7.70

Diluted

Diluted earnings per share is calculated by adjusting the weighted
average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. The Company
has two categories of dilutive potential ordinary shares: convertible
bonds and share options. The convertible bonds are assumed to
have been converted into ordinary shares, and the net profit is
adjusted to eliminate the interest expense less the tax effect. For the
share options, the number of shares that could have been issued
upon the exercise of all dilutive share options less the number of
shares that could have been issued at fair value (determined as the
average annual market share price of the company’s shares) for the
same total proceeds is added to the denominator as the number of
ordinary shares issued for no consideration. Since diluted earnings
per share would have been higher if the convertible bonds had been
converted, the convertible bonds are anti-dilutive and are ignored in
the calculation of diluted earnings per share.

(b)

Wi
BESRRERRAEUHENEEEBRK
Rk RESHITERRMNIEF IR
B-ARAEMBUHENEELER : I8
BEFLBRE  TERESRRBERAT
B MERBEERAHEF S BRRNS
FE - ERNBRE - RERTTERBEIEMRM A
RBENEHER ETRAAEE (EER
ARBRMDEFHFETE) ATBARNBRDH
B BALAAHEORNEE - BRREK
ETEmMECETORNBBELLER - 5
ERRNENE  FREFREMBT LR
B BZERBRNTBRES  BESRK
BRI BRRAERERZRBEN - &
EFEREER N AR PRZER -

2015 2014
—E-1f —T-mE
Earnings L ¢
Profit attributable to owners of the Company FIBSEBRARRMES
(RMB000) (AR¥F L) 105,766 197,048
Weighted average number of ordinary ERTHEROMETF9H
shares in issue (thousands) (Fit) 2,767,368 2,560,029
Adjustment for K
— Share-based payment (thousands) — AR BEBRH I (F5T) 171,301 17,331
Weighted average number of ordinary
shares for diluted earnings per HEHEESREEM
share (thousands) £iERN - SRFYE (T&) 2,938,669 2,677,360
Diluted earnings per share (RMB cents per share)  #iEER U (BIRARE D) 3.60 7.36
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e I RARMIEE

34 Cash generated from operations

M EERELMRE

2015 2014
—Z-1% —T-EF
RMB’000 RMB'000
ARBTT ARBTF T
Profit before income tax MBRETS 5 A 27 162,265 225,833
Adjustments for: FHEIEE :
— Depreciation of property, plant and equipment (Note 7)  — & ~ T R RENE (K5E7) 36,881 43,991
— Losses on disposals of property, plant and - T8E  IRRRELEESE
equipment (Note 27) (P zE27) 1,646 670
— Amortisation of land use rights (Note 6) — T i RS (Mi3E6) 3,361 3,361
— Amortisation of intangible assets (Note 8) - B EEEY (H:8) 234,295 228,005
— Finance costs — net (Note 30) - BB ERFE (H3E30) 93,878 80,730
— Share-based employee benefit expenses (Note 29) —BRERR (F3E29) 43,270 25,210
— Share of losses in associates (Note 10) - DEBMERFRENEENE
(Ff3E10) 2,215 606
— Fair value gains on investment property (Note 9) - REBEUEHEAABEES N S
(P =E9) (17,582) (4,536)
~ Fair value gains on financial assets at fair value UanBEirE BEZE ABEN
through profit or loss (Note 28) SREE (M78) (1,267) -
— Re-measurement of the contingent consideration - EWESEHESM[EL (H:E28)
for a business acquisition (Note 28) (300) (1,624)
518,662 602,246
Changes in working capital: REESEE
— Inventories -F& (121) 10
— Trade and other receivables — FEIR 3R e E A U R 22,623 21,480
— Deferred income — R A 19,521 (8,856)
— Trade and other payables — TR R R E o FE 3R 87,997 (17,158)
~ Due from customers on implementation contracts - net — ENE P EHARR — B8 13,337 3,215
Cash generated from operations REELMES 662,019 606,937
(@) Inthe statement of cash flows, proceeds from disposal of property, @ HEBELREXRN HETHE IRLREN
plant and equipment comprise: FIEResE:
2015 2014
—Z-hf T
RMB’000 RMB'000
ARBTT ARET T
Net book amount (Note 7) IREEEE (MI3E7) 3,922 7932
Losses on disposals of property, HEREE « TRESENER
plant and equipment (Note 27) (P zE27) (1,646) (670)
Proceeds from disposals of property, HEREE « THLRENMER
plant and equipment 1,876 7,262
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35 Disposal of interest in a subsidiary without loss of control 35

For the year ended 31 December 2015, the Group disposed of 26.02%
equity interest in a subsidiary, Kingdee Tianyan Middleware for a
consideration of RMB36,806,000. After the transaction, the Group continues
to retain control over Kingdee Tianyan Middleware by more than 50% of its
voting rights (Note 17(a)). The effect of changes in the ownership interest
of Kingdee Tianyan Middleware on the equity attributable to owners of the
Company during the year is summarised as follows:

HEFLARES (FERERHE)
BE_ZT-RFT-A=1T-RLFE ARALKF
RAISBREAREH6.0%ERHERE=F - HE
AR 536,806,000 - BEES R - RENABBE
ERS0% A E R ROREMARE 7 8 2 RRATF R Y2
HE (1) - BESRAKPEHERNEHY
FREBNARAMEENERNZERRNT :

2015 2014
—Z-If —T|mEF
RMB’000 RMB'000
AR®TT AREFT
Consideration received for the 26.02% equity interest 1 E26.02% 1 5 AR A £ B 36,806 204
Net assets attributable to the 26.02% equity interest HE6.02%EENEBFEES
disposal of (8,652) (1,480)
Gain/(loss) on disposal recognised within equity ERETERLENS /(BX) 28,154 (1,276)
36 Operating lease Commitments — Group as lessee and 36 #EEFHARE - KESKEAMHEA
lessor
(a)  The Group had total minimum future lease payments under non- () AKRERETIUHEIEFTEEHEMRAR
cancelable operating leases in respect of buildings as follows: Xz BEREMFEBELT -
2015 2014
ZB-1f —T-mEF
RMB’000 RMB'000
AER®TT AREFT
Not later than one year TEB—F 14,317 24,144
Later than one year and not later than BE—FETNBART
five years 10,698 12,472
25,015 36,616
(b)  The Group had total minimum future lease receivable under non- () AEEREFITHEzZEFELHEMRARK
cancelable operating leases in respect of investment properties as Wy SEASWZ@EMNT
follows:
2015 2014
—E-1f —E-mF
RMB’000 RMB'000
AER®TT AREFT
Not later than one year TEB—F 64,597 59,646
Later than one year and not later than five years BB —E B BBRE 71,293 103,945
141,890 163,591
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ABAEXS
AEEMR D FER LR AHEERRE2.06%M K
18 ABT24%RIRBEIZHE - ARBNRKEHA

37 Related parties transactions 37

The Group is controlled by Mr. Xu Shao Chun, who owns 27.06% of the
Company’s shares. The remaining 72.94% of the shares are widely held.
The ultimate controlling party of the Group is Mr. Xu Shao Chun.

HARAXHEH

HE_Z-RET-_A=t—R RTAHY
BlEz BTRORH (HiE21) REERER
EEEMS (HE39) oh - AEBEMERR S

(a) Transactions with related parties (a)

Save as disclosed in employee share-based arrangements (Note 21)
and directors’ emoluments (Note 39) in the consolidated financial
statements, the Group had transactions with related parties for the

year ended 31 December 2015 as follows: SR
2015 2014
“B-Ii¥ “TJEF
RMB’000 RMB'000
ABR%®TT AEBETFT
Sales of goods EMmiHE
- Associates — B 13,039 8,848
~ Companies controlled by the ultimate — RIS APTIESIR E 88
controlling party = 1,018
13,039 9,866
Rental income from companies controlled by HORP R B AT B A PR BB E B8 8
the ultimate controlling party He WA 1,230 550

Goods are sold based on the price lists in force and terms that would
be available to third parties. Rental rates are in line with prevailing

market rates.

RN RENSE S FUREH KR
£ - BERERBITISHS e -

(b) Balances with related parties (h) HRERATRIEEHELRER
2015 2014
“B-Ii¥ —F-mE
RMB’000 RMB'000
AR®TT ARBTT
Year-end balances arising from sales of goods HEEERFRER
- Associates (Note 24) o =UNSRC 92 333 591
Due from companies controlled by the ultimate & Iz ply S 4R 4% 81 A Fir 2 81 0 = B2 208
controlling party (Note 12) (PfFzE12) - 1,408 1,261
(¢) Key management compensation (c) WREEARH:

Key management comprise the Company’s directors and senior
officers as defined in the company’s articles of association and vice
president. The compensation paid or payable to key management for

employee services is shown below:

BMRERBASBRLDNESR RAAKERT
ENSRBENREH - AEAREEARXA
EREEBRBHDNRENHEMT :

2015 2014

“E-1F —T—EF

RMB’000 RMB'000

AR®TT ARETTT

Salaries and other short-term employee benefits ¥4 2 B i B HI(E B8 H 10,829 9,963
Share-based payments AR BB A S 5 5,265 1,599
16,094 11,562

—E-RFFER
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38 Statement of financial position and reserve movement of

the Company

38 FRFMMBRREREREH

As at 31 December

®B+=ZB=+—-H
Note 2015 2014
FisE ZE-1E —T-F
RME’000 RMB000
AR®TR AREFTT
Assets HE
Non-current assets FREEE
Interests in subsidiaries HFABMKE 1,766,601 1,186,857
Current assets mEEE
Other receivables Ho A e IR 21,258 11,944
Available-for-sale financial assets At ESHEE 165,085 =
Cash and cash equivalents He MREEEY 195,754 241,871
388,097 253,815
Total assets HEE 2,154,698 1,440,672
Equity and Liabilities ERRAR
Equity attributable to owners BERFELFMESE
of the Company
Share capital i 71,972 65,155
Share premium PR B 1,682,784 539,688
Reserves [ () (47,856) (19,047)
Retained earnings Bl (a) 63,718 82,142
Total equity g 1,770,618 667,938
Liabilities a5
Non-current liabilities FERBAR
Amounts due to subsidiaries e FAR) 384,001 771873
Current liabilities nEBAE
Other payables HipERTFR 19 861
Total liabilities HER 384,080 172,734
Total equity and liabilities HRESMAR 2,154,698 1,440,672

The statement of financial position of the Company was approved by the
Board of Directors on 16 March 2016 and was signed on its behalf.

154 Kingdee International Software Group Company Limited
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38 Statement of financial position and reserve movement of 38
the Company (continued)

ERFHMBERAEREHBED ()

Note: Bz
(@) Reserve movement of the Company (a) NRFEE
Retained
earnings Reserves
EERE 4]
RMB'000 RMB'000
ARETT ARETT
At 1 January 2014 —Z—-mE—A—H 87,887 619
Profit for the year FEFH (5,745) -
Shares purchased for share award plan B RE EBENRE = (19,666)
At 31 December 2014 —Z—-mE+=ZA=+—H 82,142 (19,047)
At 1 January 2015 —Z-5%—A-H 82,142 (19,047)
Profit for the year FEEMNE 11,576 -
Dividends relating to 2014 gy el gl (30,000) -
Shares purchased for share award plan B REEBENRE = (24,832)
Other comprehensive income Hinkr e = (3,977)
At 31 December 2015 —E-a%+ZA=+—-H 63,718 (47,856)
39 Benefits and interests of directors and chief executive 39 BERTHEZHISHES
officer
The remuneration of every director and the chief executive is set out below: BUEERARERNFEMMT
For the year ended 31 December 2015: BE-_T-RE+-A=+—-BILEE:
Estimated  Employer’s
monetary  contribution
value of toa
other  retirement
Discretionary henefits benefit
Name ] Fees Salaries honuses (a) scheme Total
EfiRdley  BURT
HHEYR  HRREE
g e  DERs fREE(a) R it
RMB’000 RMB’000 RMB’000 RMB’000 RIMB’000 RIMB’000
ARBTR ARBTT AERRTR ARRTT ARRTR ARRTRL
Mr. Xu Shao Chun vt 150 1,788 437 2,593 43 5,011
Mr. Chen Deng Kun BREEL A 150 1,008 99 253 43 1,553
Mr. Yang Jian BREE 150 672 178 560 43 1,603
Ms. Dong Ming Zhu ERL Lt 150 - - 121 - 21
Mr. Wu Cheng RELE 150 - - 135 - 285
Mr. Gary Clark Biddle Gary Clark Biddlez & 200 - - 140 - 340
Mr. Liu Chia-Yung (d) RELA() 150 - - 114 - 264
Mr. Chen Zhang (b) RELE(®) 150 - - - - 150
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39 Benefits and interests of directors and chief executive 39 EERTHESHIISHNES (&)
officer (continued)

For the year ended 31 December 2014 (Restated) BEZTHNE+-RA=+—HILFE (&il):
Certain of the comparative information of directors’ emoluments for the ZRIRIERT & CRAED)) BB 2014127318 LF
year ended 31 December 2014 previously disclosed in accordance with the ERENESHEMNE THLREANREEMUFESE
predecessor Companies Ordinance has been restated in order to comply & (CARMERD) RERMBENRE -

with the new scope and requirements by the Hong Kong Companies

Ordinance.

Estimated Employer's
monetary  contribution

value of foa
other retirement
Discretionary benefits benefit

() seheme Total
HinEAe  RER
fhsre%  HEANEE

ik e BER: {BIE(a) G @zt
RMB'000 RMB'000 RMB000 RMB000 RMB'000 RMB'000
ARETT ARETR ARETT ARETT ARETR ARETR

Name Jiza Fees Salaries honuses

Mr. Xu Shao Chun GOERE 150 1,789 353 1,151 30 3473

Mr. Chen Deng Kun BEELE 150 912 43 206 28 1,539

Mr. Yang Jian BRLE 150 624 150 138 30 1,092

Ms. Dong Ming Zhu ERRTT 150 - - 2 - 172

Mr. Wu Cheng RELE 150 - - 37 - 187

Mr. Gary Clark Biddle Gary Clark Biddle s & 200 = = 4 = 25

M Liv Chia-Yung (0 %% (0 150 - - - - 150

Mr. Ho Ching Hua (c) fIEEEE (o) 100 - - - - 100

Mr. Yeung Kwok On () BEZEE () - - - _ _ _

(a)  Other benefits include share option and share award plan, estimated @) EaEfemBEREnRn i RER
monetary value was based on the annual charge of the share-based BHBERIESR - (T EREEERUARND A
payment in accordance with IFRS2. EROIROFEEA -

(b)  Mr. Chen Zhang was appointed as a non-executive director of the b)) REAENR-ZE-—RAFRA-TBHEGA
Company on 26 May 2015. NEBEHTEE -

(c)  Mr. Ho Ching Hua resigned as an independent non-executive director ) MEEZEA-Z-—NFNAT=ABELF
of the Company from 13 August 2014. BAUFMITESHRA

(d)  Mr. Liu Chia-Yung was appointed as an independent non-executive d BREXERZZ-NF=A+tBHERA
director of the Company on 17 March 2014. NAVBVIRITES -

(8)  Mr. Yeung Kwok On resigned as an independent non-executive ) BEZAEE-Z-NF=-AT+tABELR
director of the Company from 17 March 2014. BAUFEMITESHRA
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