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CORPORATE INTRODUCTION
DB

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

EXECUTIVE DIRECTORS

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

NON-EXECUTIVE DIRECTORS

Ms. Dong Ming Zhu
Mr. Shen Yuan Ching

INDEPENDENT NON-EXECUTIVE DIRECTORS

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

COMPANY SECRETARY
Mr. Chow Chan Lum

AUDIT COMMITTEE OF THE BOARD

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

AUTHORIZED REPRESENTATIVES
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PricewaterhouseCoopers
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LEGAL COUNSEL

Hong Kong:

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

Cayman Islands:
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Central, Hong Kong
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PRC:
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Ping An Bank

Hong Kong:
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CORPORATE INFORMATION
RAEHR

REGISTERED OFFICE

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

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS IN THE PRC

Kingdee Software Park

No.2 Kejinan 12 Road

South District

Hi-Tech Industrial Park
Nanshan District

Shenzhen Guangdong Province
The PRC

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

1902 China Evergrande Centre
38 Gloucester Road

Wanchai

Hong Kong

COMPANY WEBSITE
www.kingdee.com

PRINCIPAL SHARE REGISTRAR
SMP Partners (Cayman) Limited,

3rd F1.Royal Bank House,

24 Shedden Road,

George Town,

PO Box 1586,

Grand Cayman KY1-1110,

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND TRANSFER OFFICE

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

183 Queen’s Road East

Hong Kong

PUBLIC RELATIONS

PRChina Limited

17F, Yat Chau Building

262 Des Voeux Road Central
Hong Kong

MAIN BOARD STOCK CODE
268

HEfREE

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

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

0.0501

2013 2014 2015
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FINANCIAL HIGHLIGHTS
MBEE

Turnover
Exa

RMB'000
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1602125 4 546517 1516,773

2013 2014 2015 2016 2017

Profit Attributable to Owners of the Company
FORRSRAEARGERT

RMB'000

ARETFTT

310,004

V%
i

i

2013 2014 2015 2016 2017

197,048

126,400

105,766

Operating Profit
#E2N

RMB'000
ARETT

i
|

2013 2014 2015 2016 2017

341,434
299,918

248,900

238,569

Net cash generated from operating activities
SEZDEENRES

RMB'000
ARETT

823,690

o [N
1

N

556,440

415,144

2013 2014 2015 2016 2017
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FIVE YEAR FINANCIAL SUMMARY

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

Xu Shao Chun Chairman of the Board
®wOE EEEIE

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

BELDEBRFERERGEMEWA - £

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

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

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

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

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

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

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

Outlook

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

Appreciation

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

3
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MANAGEMENT DISCUSSION AND ANALYSIS
THE WA

(1) Key Financial Information

10

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

Revenue

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

Cash Flow

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

Gross Profit

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

Operating Profit

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

Profit

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

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

(2) Report on Business Sub-segments

U]

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

(m

14

maintained steady growth

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

Innovations and Investment Business (Innovation Business)

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

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

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

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

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

@)

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

Fintech drove the growth of real economy

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

Organization and Talent Retention

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

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

Future Outlook

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

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

DIRECTORS
Executive Directors

Xu Shao Chun (%2> %), aged 55, founder of the Group, Chairman of the Board. Mr.
Xu has been awarded the Government Special Expert Allowance by the State Council.
Mr. Xu graduated from Southeast University in Computer Science and obtained Master
of Accounting from Institute of Ministry of Finance and the Executive Master of Business
Administration (EMBA) from China Europe International Business School. At present,
Mr. Xu is a member of the Ninth Central Committee of China Democratic National
Construction Association, Director of China Siyuan Foundation for Poverty Alleviation,
Vice President of China Software Industry Association and a member of the Accounting
and Information Technology Commission of the Ministry of Finance. By virtue of the
profound understanding of the corporate strategy and operation management, the
forward-looking technology sensitivity and keen insight on the development trend of the
global software industry, Mr. Xu has been actively promoting the objective of “Enable the
Chinese management model to rise in the world”, and is committed to leading the Group
to become the world leading service provider of management and IT integrated solutions.
Owing to his outstanding achievements in implementation of this undertaking, Mr. Xu
was awarded frequently. He has been awarded “World Indigenous Entrepreneur Award
of the United Nations”, “10 Qutstanding Youths of China’s Software”, “10 Outstanding
Entrepreneur Award”, “Outstanding Leader of China’s Information Industry”, “30 Effective
People who Contributed to the Success of Shenzhen's 3 Decades of Reform and Opening”
and “Shenzhen Science and Technology Innovation Mayor’s Award”.

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

Non-executive Directors

Dong Ming Zhu (85 Zk), aged 63, a Non-executive Director of the Group. Ms. Dong
obtained a Master Degree of Business Administration from Zhongnan University of
Economics and Law. She is now the chairman of the board of Gree Electric Appliances,
Inc. of Zhuhai Co., Ltd. Ms. Dong had been awarded the “National May Day Labor Prize”,
and had been elected as a Member of the 10th and 11th National People’s Congress,
a Member of the Standing Committee of the China National Democratic Construction
Association and a Member of the 10th Executive Committee of All-China Women’s
Federation. Ms. Dong has solid experience in marketing and management of household
appliances, and the Regional Sales Model that she developed has been commended
as an “Excellent Achievement of Modernizing Enterprises’ Management of Guangdong
Province”. Ms. Dong has been dedicated to creating local Chinese brands and was
granted the “Innovation Award of CCTV’s China’s Economic Figures of the Year 2010”.
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DIRECTORS AND SENIOR MANAGEMENT
EERGHREERE

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

Independent non-executive Directors

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

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

Liu Chia Yung (2I2%E), aged 59, an Independent Non-executive Director of the
Company. Mr. Liu obtained a Master Degree of Business Administration from University
of Missouri in the United States. Mr. Liu joined Trend Micro in 2002, and served as the
president of the Asia Pacific region and then the general manager of global services
business group, being responsible for the overall business operation in Asia Pacific
region, R&D and Trend Micro’s global enterprises cyber security outsourcing service
planning. Mr. Liu joined Green and Associates in 2007 and has served as the general
manager, focusing on strategic human resources consulting since then. Mr. Liu has rich
experience in Hi-Tech marketing, business strategy planning and global corporation
management. Mr. Liu used to act as adjunct professors at Soochow University in Taiwan
and Peter F. Drucker Academy in Beijing.

COMPANY SECRETARY

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

SENIOR MANAGEMENT

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

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

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

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

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

Principal Activities and Geographical Analysis of Operations

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

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

The Group has established three software parks which are located in Shenzhen, Shanghai
and Beijing, respectively. As at 31 December 2017, the Group had nearly 50 branches
mainly engaging in marketing and service and had approximately over 2,000 cooperation
partners providing consultation, technical support, implementation services and
distribution of its products and after-sale services to the customers of the Group.

Business Review

A fair review of the business of the Group and a discussion and analysis of the Group’s
performance during the year as required by Schedule 5 to the Companies Ordinance
(Chapter 622 of the Laws of Hong Kong) (the “Companies Ordinance”), including (i)
a discussion of the principal business risks and uncertainties facing the Group; (ii)
an indication of likely future developments of the Group’s business; (iii) key financial
performance indicators of the development, performance and position of the Group’s
business; and (iv) a discussion on the Group’s environmental policies and performance
and the Group’s compliance with the laws and regulations having significant impact
on the Group’s business are provided in the “Management Discussion and Analysis”
sections, respectively on pages 10 to 16 of this annual report and Note 3 to the
consolidated financial statements.
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Results and Final Dividends

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

Distributable Reserves

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

Closures of Register

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

Bank Loans and Other Borrowing

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

Reserves

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

Five-Year Financial Summary

A summary of the results and of the assets and liabilities of the Group for the last five
financial years is set out on page 6 of the annual report.

Fixed Assets

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

Interests of the Directors in Contracts

Save as disclosed under the heading “Related Party Transactions” and “Continuing
Connected Transactions” in this report, no Director or an entity connected with a Director
has or had a material interest in any transaction, arrangement or contract of significance
to the Group’s business for the year ended 31 December 2017 in which the Group was a

party.
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Pre-emptive Rights

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

Tax Relief

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

Share Capital and Options
. Share Capital

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

Purchase, Sale or Redemption of Shares

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

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

Save for the disclosed above, neither the Company, nor any of its subsidiaries, had
repurchased, sold or redeemed any of its listed securities.

Share Option Schemes

The share option schemes were adopted by the Company to encourage and reward the
contribution of eligible persons to the Company. Eligible persons include employees,
directors, partners, consultants, suppliers and customers of the Group.

The share option scheme adopted by the Company on 30 January 2001 (the “2001
Scheme”) and the share option scheme adopted by the Company on 26 April 2002 (the
“2002 Scheme”) were terminated by the Company on 30 June 2005. As at 31 December
2017, there was no share option granted under the 2001 Scheme or the 2002 Scheme
that is outstanding.
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Pursuant to the share option scheme adopted by the Company on 11 July 2005 (the
“2005 Scheme”) and the adjustment made due to the Bonus Issue, an aggregate of
529,501,600 share options were granted, of which 249,471,593 share options were
exercised, 160,108,307 share options lapsed since its adoption. During the year ended
31 December 2017, 12,278,550 shares options were exercised and 13,847,301 share
options lapsed and as at 31 December 2017, 119,921,700 share options remained
outstanding.

At the annual general meeting of the Company convened on 8 May 2015, the Company
terminated the 2005 Scheme and adopted a new share option scheme (the “2015
Scheme”) with a validity period of ten years. As at 31 December 2017, the Company had
granted 40,000,000 share options since its adoption pursuant to the 2015 Scheme. As
at 31 December 2017, 38,900,000 share options remained outstanding, and 1,100,000
share options lapsed since its adoption. According to the scheme mandate limit of
the 2015 Scheme, the Company may further grant 219,264,096 share options (being
259,264,096 share options less the 40,000,000 share options granted), representing
approximately 7.55% of the issued share capital of the Company as at 31 December
2017.

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

The grant of share options to a director, chief executive or substantial shareholder of the
Company, or to any of their respective associates, is subject to the approval in advance
by the independent non-executive Directors of the Company, excluding the independent
non-executive Director(s) of the Company who is/are the grantee(s) of the share options.
In addition, the grant of any share option to a substantial shareholder of the Company
or an independent non-executive Director, or to any of their respective associates, in
excess of 0.1% of the shares of the Company in issue as at the date of grant and with an
aggregate value (based on the closing price of the shares of the Company as at the date
of grant) in excess of HK$5 million, within any 12-month period, is subject to the issue
of a circular by the Company and the shareholders’ approval of the Company in advance
at a general meeting. The grantee, his associates and all core connected persons of
the Company must abstain from voting at such general meeting. The granted options
can be exercised during its respective validity period under the respective share option
schemes.
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The exercise price of the share options is determined by the Board, but may not be less
than the highest of (i) the closing price of the shares of the Company as stated in the
daily quotation sheet of the Stock Exchange on the date of grant, which must be a trading
day; (ii) the average closing price of the shares of the Company as stated in the Stock
Exchange’s daily quotation sheets for the five trading days immediately preceding the
date of grant; and (iii) the nominal value of the shares of the Company.

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

(1) Mr. Xu Shao Chun, an executive Director, the Chairman of the Board, the President and the
Chief Executive Officer of the Company, holds 100% interests in Easy Key Holdings Limited,
which in turn holds 100% interests in Oriental Gold Limited and Billion Ocean Limited.

Share Award Scheme

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

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

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

As at 31 Granted during Vested during As at 31

December 2016  the reporting period  the reporting period December 2017

RIE—RE R-Z—tF

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

Directors

The composition of the Board for the financial year ended 31 December 2017 and up to
the date of this report was as follows:

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

Non-executive Directors
Ms. Dong Ming Zhu
Mr. Chen Zhang (resigned as non-executive Director on 13 March 2018)

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

Independent non-executive Directors

Mr. Gary Clark Biddle

Mr. Liu Chia Yung

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

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

According to the Articles of Association, each Director shall retire by rotation at least
once every three years and all the retiring Directors are eligible for re-election at the
AGM in that year. At the AGM, three Directors, namely Mr. Lin Bo, Mr. Liu Chia Yung
and Mr. Gary Clark Biddle will be eligible for re-election and be eligible for re-election.
Mr. Shen Yuan Ching and Mr. Cao Yang Feng who were appointed as a non-executive
Director and an independent non-executive Director on 13 March 2018, respectively
shall hold office until the AGM and shall then be eligible for re-election at that meeting.
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None of the Directors proposed for re-election at the forthcoming AGM has an unexpired
service contract with the Company or any of its subsidiaries which is not terminable
within one year without payment of compensation, other than statutory compensation.

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

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

As at 31 December 2017, the interests and short positions of the Directors and
chief executive of the Company in the shares, underlying shares and debentures of
the Company and its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SF0")),
which will be required to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO or which will be required, pursuant to Section
352 of the SFO to be entered in the register referred to therein, or which will be required
to be notified to the Company and the Stock Exchange pursuant to the “Model Code for
Securities Transactions by Directors of Listed Issuers” (the “Model Code”) as set out in
Appendix 10 to the Listing Rules, were as follows:
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Long positions/short positions in shares/underlying shares of the Company

FARNRE KE/ HRERAPZES

Name of Directors

EERE

Number of shares/
underlying shares
(where appropriate)

Bin /ARG
BE (maER)

Percentage of

issued share

Types of interests capital
HERTERE

EaNE Eo[=R2 014

Xu Shao Chun

(3o

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

2,800,000(L)

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

Interests of controlled corporation
RERRF L

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

Beneficial owner

ERBAA

Share option (Note 3)

AR (PiHat3)

Aggregate:

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

27.36%
0.65%

LinBo

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

1,025,000(L)

Beneficial owner
EnEEA

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

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

Aggregate:

3,176,000

0.11%

Gary Clark Biddle

480,000(L)

700,000(L)

Beneficial owner
G 7PN

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

Aggregate:

1,180,000

0.04%

Wu Cheng

780,000(L)

300,000(L)

Beneficial owner
ERBEAA

Share option (Note 3)
AR (PEE3)

Aggregate:

1,080,000

0.04%

Dong Ming Zhu

400,000(L)

Share option (Note 3)
BB AR (FT5E3)

Aggregate: :

400,000

0.01%

Liu Chia Yung

200,000(L)

Share option (Note 3)
AR (MT3E9)

Aggregate: :

200,000

0.01%
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Notes:

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

1. 0f the 775,198,624 shares, 419,312,000 shares (of which 9,900,000 are share options) were
held through Oriental Gold Limited and 355,886,624 shares were held through Billion Ocean
Limited. Easy Key Holdings Limited is wholly owned by Mr. Xu Shao Chun, which wholly
owns Oriental Gold Limited and Billion Ocean Limited. Therefore, Mr. Xu Shao Chun is
deemed to be interested in those 775,198,624 shares.

2. The 4,000,000 shares are the awarded shares granted to Mr. Xu Shao Chun and held by the
trustee to the Share Award Scheme — Bank of Communications Trustee Limited.

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

4. The 1,575,000 shares are the awarded shares granted to Mr. Lin Bo and held by the trustee to
the Share Award Scheme — Bank of Communications Trustee Limited.

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

Save as disclosed in this paragraph, as at 31 December 2017, none of the Directors
and chief executive of the Company had any interests and short positions in the shares,
underlying shares and debentures of the Company and its associated corporations
(within the meaning of Part XV of the SF0), which will be required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO or
which will be required, pursuant to Section 352 of the SFO to be entered in the register
referred to therein, or which will be required to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

Directors’ Rights to Acquire Shares or Debentures

Save as disclosed in the section headed “Outstanding Shares Options” above, none of
the Directors or their respective associates (as defined under the Listing Rules) was
granted by the Company, or any of its subsidiaries, any rights or options to acquire
shares or debentures in the Company during the year ended 31 December 2017.

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

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

FAFRG HRRGRZER

Number of Shares/
underlying Shares

Percentage of
issued share

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

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

1.

30

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

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

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

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

3. HEBENFEEN [BRiEE] 5

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

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

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

Public Float

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

Equity-linked agreement

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

Issue of Guaranteed Convertible Bonds

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

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

Continuing Connected Transactions
Strategic Cooperation Agreement

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

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

As the Former Strategic Cooperation Framework Agreement expired on 31 December
2017 and the transactions under the Former Strategic Cooperation Framework Agreement
will continue to be entered into on a recurring basis, on 1 January 2018, Kingdee China
and Shenzhen CloudHub entered into:(a) the 2018 Strategic Cooperation Framework
Agreement: Shenzhen CloudHub appoints Kingdee China as a distributor (the “CloudHub
Products Distributorship”); and Shenzhen CloudHub agrees to use the strengths of its
mobile office platform to provide sales support, business consultation and other services
for the sale of Kingdee collaborative office software in consideration of a service fee
payable by Kingdee China to Shenzhen CloudHub (the “Kingdee Products Sales Support
Services”). The annual cap for the year ending 31 December 2018 approved by the
Board was RMB43,000,000; and (b) 2018 Product Promotion Cooperation Framework
Agreement: Kingdee China agrees to use its channels and networks to promote the
PublicCloud Products of Shenzhen CloudHub in consideration of a promotion fee
payable by Shenzhen CloudHub to Kingdee China. The annual cap for the year ending
31 December 2018 approved by the Board was RMB47,000,000. The term of the two
agreements are one year from 1 January 2018.

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

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

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

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

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

The Company has complied with the disclosure requirements of Chapter 14A of the
Listing Rules in respect of the abovementioned connected transactions.

Competing Interest

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

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

Sales

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

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

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

Indemnity of Directors

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

Auditors

PricewaterhouseCoopers was appointed as the external auditor of the Company for the
year of 2017, and there has been no change in the Company’s auditor in any of the
preceding three years. A resolution for the re-appointment of PricewaterhouseCoopers as
the Company’s auditor will be proposed at the forthcoming AGM.

Appreciation

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

By order of the Board

Kingdee International Software Group Company Limited
Xu Shao Chun

Chairman

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

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

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

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

The Company has complied with all the code provisions of the Code throughout the
financial year ended 31 December 2017 except for code provisions A 2.1. For details
and reasons for the deviation, please refer to the section headed “Chairman and Chief
Executive Officer”.

Board of Directors
I.  The responsibilities of the Board

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

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

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

(3) To review and approve critical investment and acquisition projects, the
issuance and repurchase of securities, and other plans for financings,

amalgamation, compensation, recruitment and dismissals;

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

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

(6) To approve directors’ remuneration plans as authorized by shareholders;

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

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

Composition of the Board

As at 31 December 2017, the Board comprised seven members, including
two executive Directors, two non-executive Directors and three independent
non-executive Directors. The Directors during the year and up to the date of this
report were:

EXECUTIVE DIRECTORS
Mr. Xu Shao Chun, Chairman of the Board and Chief Executive Officer
Mr. Lin Bo, Chief Financial Officer

NON-EXECUTIVE DIRECTORS
Ms. Dong Ming Zhu
Mr. Chen Zhang
(resigned as Non-Executive Director on 13 March 2018)
Mr. Shen Yuan Ching
(appointed as Non-Executive Director on 13 March 2018)

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Gary Clark Biddle
Mr. Liu Chia Yung
Mr. Wu Cheng
(resigned as Independent Non-Executive Director on 13 March 2018)
Mr. Cao Yang Feng
(appointed as Independent Non-Executive Director on 13 March 2018)
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Throughout the reporting period, the number of independent non-executive
Directors exceeds one-third of the Board. The Directors have professional
background in finance, technology and management, respectively. They have
extensive experience and independent views in their respective areas of expertise
so that they can provide professional advice in respect of the long-term
development of the Company. The biographies of the Directors are set out in the
“Directors and Senior Management” section on page 17 of this annual report.

The term of appointment of each of the Directors (including non-executive Directors
and independent non-executive Directors) is two years. According to the Articles
of Association, each Director shall retire by rotation at least once every three years
and all the retiring Directors are eligible for re-election at the AGM in that year.
At the AGM, three Directors, namely Mr. Lin Bo, Mr. Liu Chia Yung and Mr. Gary
Clark Biddle will retire by rotation and be eligible for re-election. Mr. Shen Yuan
Ching and Mr. Cao Yang Feng who were appointed as a non-executive Director and
an independent non-executive Director on 13 March 2018, respectively shall hold
office until the AGM and shall then be eligible for re-election at that meeting.

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

Board Meeting/General Meeting

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

HERR EEHREERS

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

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

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

13 March 2018)
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Directors were given sufficient notice of Board meetings in accordance with the
Listing Rules and the Articles of Association. Directors were consulted in advance
regarding the agenda of Board meetings. Notices of regular Board meetings were
given to all Directors at least 14 days in advance of the meetings. For all other
Board meetings, reasonable notices were given. The agenda and other relevant,
complete and reliable accompanying materials were sent to the Directors at least
three days before each meeting. Each Director is aware of his/her obligation to
allocate adequate time to deal with the Company'’s affairs.

At the meetings of the Board held during the year ended 31 December 2017, the
matters dealt with by the Directors include but were not limited to the following:
formulating the overall development strategy of the Company, considering
and approving the Company’s 2016 annual report and the 2017 interim report,
approving grant of award shares and discussing other major matters. The secretary
of the Board has recorded the proceedings of each Board meeting by keeping
detailed minutes, including all decisions made by the Board together with concerns
raised and dissenting views expressed (if any) by the Directors. All minutes are
kept by the secretariat of the Board and any relevant files including the agenda,
documents and minutes are open for any Directors’ inspection.

Continuous professional development of Directors

To fully comply with the requirements of the Code on the continuous professional
development of Directors, the Company has provided all Directors with documents
and information aiming at developing and refreshing their professional knowledge
and skills, together with other information (including monthly updates) on the
development of business, operation, activities and corporate governance of the
Company from time to time to assist them to fulfill their responsibilities. Each
of the Directors has been provided with induction to ensure that they are fully
aware of the business and operation of the Group, and the responsibilities and
obligations of directors under the Listing Rules and other rules and regulations.
The Company has organized regular trainings for Directors regarding their roles,
functions and duties to assist them in understanding their responsibilities under
the Listing Rules and other related laws and regulations through real case study;
and to ensure the Directors are timely and completely informed of the operations
of the Company. Pursuant to the requirements of the Code, all Directors should
provide their training record to the Company. According to the training record
provided by the Directors, the trainings attended by them during the reporting
period is summarized as follows:
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Corporate Governance,
Regulatory Development
and Trainings on
other relevant topics
LEELR EERRR
Director Ex H i 4E B N
Executive Directors BITEER
Mr. Xu Shao Chun (Chairman and Chief Executive Officer) BOERE (EEEIREFERANTE) v
Mr. Lin Bo (Chief Financial Officer) WEEE (BRVBE) 4
Non-executive Director EHITESE
Ms. Dong Ming Zhu %KLL 4
Mr. Chen Zhang (resigned as Non-Executive Director on 13 March 2018) RELEE (BERZE-N\E=A+=H 4
REFHTES)
Independent non-executive Directors BIAFRTES
Mr. Gary Clark Biddle Gary Clark Biddlest & v/
Mr. Wu Cheng (resigned as Independent Non-Executive Director on RELE (BERZE-—\F=B+=H v/
13 March 2018) BEBVINITES)
Mr. Liu Chia Yung ARELE v/

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

fulfilling their responsibilities.

With regard to insurance cover in respect of possible legal actions against the
Directors when performing their duties, the Board had entered into a “Liability
Insurance Contract of Directors, Supervisors and Officers” with Huatai Insurance.

Board Committees

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

As at 31 December 2017, the audit committee of the Company (“Audit Committee”)
comprised three independent non-executive Directors, namely Mr. Gary Clark Biddle, Mr.
Wu Cheng and Mr. Liu Chia Yung. Mr. Gary Clark Biddle was the chairman of the Audit
Committee.

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

(1)

40

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

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

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

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

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

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

considering major investigation findings on risk management and internal control
matters;
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(8) performing the internal audit function by ensuring co-ordination between the

internal and external auditors, and by ensuring that the internal audit function is
adequately resourced and has appropriate standing within the Company, and to
review and monitor its effectiveness;

reporting to the Board on the matters in the provision of the Code; and
reviewing arrangements employees of the Company can use, in confidence, to raise

concerns about possible improprieties in financial reporting, internal control or
other matters.

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

During the financial year ended 31 December 2017, the Audit Committee held three
meetings, at which the Audit Committee:

(1)

reviewed the Company’s annual financial report and internal control report for the
year 2016, and submitted them to the Board for approval;

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

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

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

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

Attendance/

Number of

Meetings

—Z—-t%F

Audit Committee Members BENE HESRRY

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

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

Mr. Liu Chia Yung ARFERE 33
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The Audit Committee, having reviewed the effectiveness of the Group’s risk management
and internal control systems, was satisfied with the effectiveness of the Company’s
internal audit function.

Remuneration Committee

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

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

(1) making recommendations to the Board on the Company’s policy and structure
of remuneration, long-term incentive and performance management of the
Directors and senior management, the establishment of formal and transparent
procedures for developing such policy and structure, the principles and criteria of
remuneration, and long-term incentive plans;

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

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

(4) drawing up and reviewing proposals for remuneration and making
recommendations to the Board on the adjustment of such remuneration from time
to time, by reference to the Company’s development strategies and goals approved
by the Board and the operating strategies as adjusted by the Board from time to
time;

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

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

(7)  ensure that no Director or any of his/her associates is involved in deciding his/her
own remuneration, and that the remuneration of a non-executive Director who is a
member of the Remuneration Committee shall be determined by the other members
of the Remuneration Committee.
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Please refer to the Terms of Reference and Modus Operandi of the Remuneration
Committee published on the websites of the Stock Exchange and the Company for the
principal roles and functions of the Remuneration Committee.

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

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

Attendance/

Number of

Meetings

—Z—t%

Remuneration Committee Members I54=1 %1 HESRRY

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

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

Mr. Xu Shao Chun RLBLE 212

Nomination Committee

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

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

Y

(

) 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 2017, 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 2017 are set out
below:
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Year 2017

Attendance/

Number of

Meeting

—Z—t5

Nomination Committee Members HENE HESFHERS

Mr. Xu Shao Chun (Chairman) BIOELE (£RF) 1/1

Mr. Wu Cheng (resigned as Independent Non-Executive Director on 13 March 2018) R4 4 (BER=E—NE=F+=H 1/1
BHEBUIFNTES)

Mr. Liu Chia Yung ARELE 7
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Corporate Governance and Strategy Committee

As at 31 December 2017, the corporate governance and strategy committee of the
Company (the “Strategy Committee”) comprised one executive Director, namely Mr. Xu
Shao Chun, and one non-executive Director, namely 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 Appendix 14 to the Listing Rules.

During the year under review, no meeting was held by the Strategy Committee because
none had been specifically requested.

Chairman and Chief Executive Officer

During the reporting period, Mr. Xu Shao Chun assumed the roles of both the Chairman
and Chief Executive Officer of the Company which 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 Group, has abundant knowledge of the IT industry and unique strategic
perspectives. The Board believes that he can lead the Group to formulate effective
strategies and react promptly to market changes. His continual service in both roles is
beneficial to the stable and healthy development of the Company. However, the Board
will review and make appropriate changes when necessary in order to enhance the level
of corporate governance.

Adoption of Code of Conduct Regarding Director’s Securities
Transactions

The Company has adopted a code of conduct (the “Code of Conduct”) regarding
Directors’ securities transactions on terms no less exacting than the required standard
set out in the Model Code for Securities Transactions by Directors of Listed Issuers
of Appendix 10 to the Listing Rules (the “Model Code”). The Company, having made
specific enquiry of all the Directors, confirms that the Directors have complied with the
Code of Conduct and the Model Code throughout the accounting period covered by this
annual report. The Code of Conduct and the Model Code are also applicable to other
specified senior management of the Company.
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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 21 to 34
of this annual report.

Internal Control and Risk Management

1.

46

Risk Management and Internal Control Governance Framework

The Company has an internal audit function that is used to safeguard the Group’s
establishment and maintenance of an appropriate and effective system for risk
management and internal control.

The Board reviews the Company’s internal control system annually and will take
necessary and appropriate measures to maintain the internal control system and
control the effect of risk management for the purpose of safeguarding shareholders’
investments and the Company’s assets. The audit committee under the board of
directors is responsible for assessing and supervising the risk level assumed by
the group and to design and operating effect of the system for risk management
and internal control and reports to the board of directors.

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

Risk Management
Risk Management Procedure

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

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

e Risk assessment: All the business units and functional departments assess
the possibility of occurrence of identified risks and the extent of their impact
and screen out major risks;

e  Risk response: The risk responsibility department properly uses risk
avoidance, reduction, sharing or tolerance to draw up a risk response scheme
according to identified major risks and the Group’s risk tolerance, so that
the Group can reasonably allocate resources for risk response and reduce its
overall risk level to an acceptable level;
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2.2

2.3

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

Internal Control

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

Response to Major Risks

During the year ended 31 December 2017, the Group audited and assessed the
Company’s annual risk according to the enterprise’s risk management framework
and finalized measures for major risk response and control to prevent or appease
the possibility of occurrence of any major risk to the Company.

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

2.2

2.3
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In order to respond to possible operational risks and guarantee the healthy and
sustained development of operational business, the Company has formed a cloud
service development framework based on mutually synergetic development by
optimizing and adjusting its strategic organization, has allocated a lot of resources
to research and develop new technologies and enhance product value, has
encouraged its employees to conduct constant product innovation and optimize
customer experience, has improved the ecological chain of customer service and
has committed to creating a very competitive cloud platform. In order to reduce the
marketing risk of new business, the Company has established a major marketing
review procedure to strictly review marketing schemes, reasonably control
promotional costs and budget, conduct internal control over promotional effect and
decrease the operational risk caused by marketing. To strengthen the protection
of its intellectual property rights, the Company has enhanced the entire staff’s
consciousness of such protection through legal advocacy and training, has further
reinforced the market monitoring for the protection of intellectual property rights
and has preserved and notarized tort evidence to prevent its intellectual property
rights from being infringed.

Inside Information and connected transaction

With respect to the procedure and internal control measures for handling and
disclosing inside information, the Company understands its liabilities under
the Listing Rules and the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) and the major principle that any inside information must be
announced on a timely basis. The Company has formed perfect procedures for
internal processing and announcement of information and perfect internal control
measures according to the Guidelines on Disclosure of Inside Information as
promulgated by the Securities and Futures Commission, so as to disclose relevant
information to its shareholders and the regulator in a real-time, accurate and
appropriate manner.

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

During the year ended 31 December 2017, the Board, after reviewing the
effectiveness of the Company’s internal control system, considered that such
internal control system was adequate and effective, and the Company had complied
with the provisions of the internal control code of the corporate governance code
and had not discovered any material matter that may affect the Group’s financial,
operational and compliance control and risk management functions.
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Investor Relations

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

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

Shareholders’ Rights

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

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

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

19/F., China Evergrande Centre, 38 Gloucester Road, Wanchai, Hong Kong
Fax: (852) 2861 3757

Email: cclchow@gmail.com

During the year ended 31 December 2017, the Company held the annual general meeting
on 10 May 2017. 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.

External Auditor

PricewaterhouseCoopers was appointed as the external auditor of the Company
for the year of 2017, and there has been no change in the Company’s auditor
in any of the preceding three years. During the year ended 31 December 2017
PricewaterhouseCoopers provided only audit services to the Company, the remuneration
paid/payable to PricewaterhouseCoopers was RMB2,550,000 for audit service. A
resolution for re-appointment of PricewaterhouseCoopers as the auditor of the Company
will be proposed at the forthcoming 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 52 to 58 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.
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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, 13 March 2018
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INDEPENDENT AUDITOR’S REPORT BUKHMEE

TO THE SHAREHOLDERS OF BEeRERGGREFRARKE

KINGDEE INTERNATIONAL SOFTWARE GROUP COMPANY LIMITED

(Incorporated in the Cayman Islands with limited liability) (REEHEAMATHERLA])

Opinion R

What we have audited HMEEMNAT

The consolidated financial statements of Kingdee International Software Group — &S EESHUEBRERAR UTHBEIERF]) REAKE
Company Limited (the “Company”) and its subsidiaries (the “Group”) setouton 27 (A T5HE [EEE ) JIFHNESIZ172E G A MR

pages 59 to 172, which comprise: * A

the consolidated statement of financial position as at 31 December 2017; o NIZ—+F+-AZ+-HNAHTBEMRE ;
e the consolidated income statement for the year then ended; o HEZRAULFEMEHBEEE:

e the consolidated statement of comprehensive income for the year then o HEZAULFEAMGAURE

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

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

Our opinion EMmER

In our opinion, the consolidated financial statements give a true and fair view of ~ RfR A ZSEHTBEREERE (R BRELEL) E
the consolidated financial position of the Group as at 31 December 2017, and ~ Ef T SHRMR T EEAR -+ F+-_A=+—HHA
of its consolidated financial performance and its consolidated cash flows for the  GtEISIMAREBEZB I FENAHTBEEBRAHES
year then ended in accordance with International Financial Reporting Standards ~ #& - WEEBRES (R aEN) ORERTZAERE -
(“IFRSs”) and have been properly prepared in compliance with the disclosure

requirements of the Hong Kong Companies Ordinance.
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Basis for Opinion

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

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

Independence

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

Key Audit Matters

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

Key audit matters identified in our audit are summarised as follows:
e Recognition of software implementation revenue

e Valuation of the fair value of investment properties
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Key Audit Matter How our audit addressed the Key Audit Matter ~ FR@EHEI EEPNMEHREETER
Recognition of software implementation revenue RERBRARRER

Refer to note 4.1(b) to the We have understood, evaluated and tested the key 2B &M BEHEM  BAEE - TELRHTHER

consolidated financial statements.

Revenue from software
implementation contracts recognised
for the year ended 31 December 2017
amounted to RMB562,897,000 which
represented 24.4% of total revenue.

Revenue of software implementation
contract is recognised over
the period of the contract by
reference to the stage of service
performed, which is established
according to the milestones in the
implementation contracts and the
progress reports acknowledged by
the customers. The corresponding
implementation costs are recognised
as cost of sales.

We focus on this area due to the
significant judgments and estimates
made in determining the percentage
of work performed.

controls over revenue and cost recognition of software
implementation contracts.

We have selected some contracts, on a sample basis,
to assess the calculations made by management in

respect

of revenue and cost recognition under the

stage of completion method.

Based on selected samples, the following audit
procedures have been performed by us:

(i)

(i

(i)

(iv)

Examined the terms and conditions of the
contracts and checked the accuracy of
contract price and relevant milestones of
software implementation contract recorded by
management.

Agreed the stage of completion adopted
by management to the position set out in
the progress reports acknowledged by the
customers.

Checked the arithmetic accuracy of the
revenue and cost recognised based on stage of
completion.

Obtained confirmations from selected
customers in respect of the progress of
the implementation in the contracts and
compared such to the progress reports used
by the management in estimating the stage of
completion.

Based on the above, we found management’s
judgments and estimates were supported by the
evidence we obtained.
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INDEPENDENT AUDITOR’S REPORT

BB MRS

Key Audit Matter How our audit addressed the key Audit Matter ~ FJBE=IF EEPNMEHRRENEE
Valuation of the fair value of investment properties RENEHENL R EEFE

Refer to note 4.1(a) and note 9 to the  Our audit procedures included: 2RAHEBREN  BMNEHEFEE -

consolidated financial statements.

The Group’s investment properties
were measured at fair value of
RMB1,721,690,000 as at 31 December
2017, which represented 25.3% of
total assets. There was a fair value
gain of RMB96,419,000 recorded in
the consolidated income statement,
which represented 25.5% of profit
before tax for the year.

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

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

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

We focus on this area due to the
significance of investment properties

the consolidated financial
statements and the relevant key
assumptions applied in valuation
involving significant judgments and
estimates.

(i)

)

(i)

In light of

We assessed the competence, capabilities
and objectivity of the external valuer engaged
by the Group.

We obtained the valuation report of the
investment properties and assessed the
appropriateness of the valuation method
applied.

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

the above, we found the key assumptions

were supported by the evidence we obtained.
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INDEPENDENT AUDITOR’S REPORT
BAZBEMRE

Other Information

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

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

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

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

Responsibilities of Directors and Audit Committee for the
Consolidated Financial Statements

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

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

The Audit Committee is responsible for overseeing the Group’s financial
reporting process.
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INDEPENDENT AUDITOR’S REPORT
BAZBEMRE

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

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. We report our opinion solely to you, as a body, and for
no other purpose. We do not assume responsibility towards or accept liability
to any other person for the contents of this report. Reasonable assurance is
a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment
and maintain professional scepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error, design and perform
audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal
control.

e  (btain an understanding of internal control relevant to the audit 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
Group’s internal control.

e  Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by
the directors.

e (Conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Group’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate,
to modify our opinion. Qur conclusions are based on the audit evidence
obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going concern.
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INDEPENDENT AUDITOR’S REPORT
BAZBEMRE

e  Fvaluate the overall presentation, structure and content of the consolidated
financial statements, including the disclosures, and whether the
consolidated financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

e (Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including
any significant deficiencies in internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we have complied
with relevant ethical requirements regarding independence, and to communicate
with them all relationships and other matters that may reasonably be thought to
bear on our independence, and where applicable, related safeguards.

From the matters communicated with the Audit Committee, we determine those
matters that were of most significance in the audit of the consolidated financial
statements of the current period and are therefore the key audit matters. We
describe these matters in our auditor’s report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh
the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s
report is Tong Yu Keung.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 13 March 2018
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

BB R T

As at 31 December

®+=B=+-AH
2017 2016
—E2—+tf —E—RF
Note RMB’000 RMB'000
(k=3 ARBTT ARETF T
Assets gE
Non-current assets FREEE
Land use rights THFRE 6 69,405 125,405
Property, plant and equipment TEYE - THREHE 7 510,213 796,287
Intangible assets BREE 8 817,284 775,223
Investment properties REMEHE 9 1,721,690 882,620
Investments in associates eI 10 31,420 25,793
Deferred income tax assets BEFEREE 23 55 3,947
Available-for-sale financial assets AENESRERE 15 50,053 150,196
Financial assets at fair value through profit or loss URAEETZAEEY
STABRNEREE 11 6,286 10,256
Trade and other receivables JFE M B 0 T L R MR 12 = 42,617
Loans o related parties KRTYBEFER 12 59,160 158,591
Entrusted loans REER 12 - 49,600
Loans to third parties BFEZHER 12 2,910 -
3,268,476 3,020,595
Current assets mREEE
Inventories FE 13 14,057 6,252
Trade and other receivables JE Wi B 0 b A PR U R 12 319,557 315,241
Loans to related parties BIHEERER 12 104,979 -
Entrusted loans RHAEX 12 49,600 19,800
Loans to third parties BYE=HER 12 61,020 -
Due from customers on implementation contracts EREFERARK 14 432,802 395,705
Available-for-sale financial assets AHHESHEE 15 396,818 119,659
Financial assets at fair value through profit or loss UAnBETEEHES
FABENSREE 11 - 12917
Pledged bank deposits BEEHRITER 16 2,254 3,274
Short-term bank deposits RERITER 16 1,095,820 619,102
Cash and cash equivalents Re MRS EEY 16 1,056,675 1,464,769
3,533,582 2,956,719
Total assets HEE 6,802,058 5,977,314
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

BRI R
As at 31 December
®W+=RA=+-H
2017 2016
—E—+tF —E—RF
Note RMB’000 RMB'000
BsE AR%TT ARBTF T
Equity g2
Equity attributable to owners of the Company FRRRESREARSEXR R
Share capital B 18 71,599 72,552
Share premium WA B 18 1,681,289 1,765,324
Other reserves HibfEf 19 694,669 400,154
Retained earnings DW= 20 1,547,784 1,237,780
3,995,341 3,475,810
Non-controlling interests FREHIMER 41,739 60,356
Total equity HEa 4,043,080 3,536,166
Liahilities =1~
Non-current liabilities ERBDAR
Borrowings = 22 1,193,503 1,415,596
Deferred income tax liabilities EIEFEHAE 23 160,598 102,818
1,354,101 1,518,414
Current liabilities mEBAR
Trade and other payables FEREEF R AR R 24 678,120 453,873
Due to customers on implementation contracts ENEFERERR 14 323,897 220,167
Borrowings BN 22 155,026 80,675
Current income tax liabilities BHMRGEHAR 50,007 42,652
Deferred income ELUA 25 197,827 125,367
1,404,877 922,734
Total liabilities HaRE 2,758,978 2,441,148
Total equity and liahilities HERRAR 6,802,058 5,977,314

The notes on pages 66 to 172 are an integral part of these consolidated financial

statements.

The financial statements on pages 66 to 172 were approved by the Board of

Directors on 13 March 2018 and were signed on its behalf.

Xu Shaochun

HLEF
Director
EF
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CONSOLIDATED INCOME STATEMENT

BHfRER

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

2017 2016
—Z—t& TR
Note RMB’000 RMB'000
BiEE AR®TT AEETFT
Continuing operations BFiERE
Revenue A 26 2,303,458 1,862,207
Cost of sales SHEMA Pl (426,974) (347,961)
Gross profit E7 1,876,484 1,514,246
Selling and marketing expenses HEREEER 27 (1,235,882) (1,002,395)
Administrative expenses THER 21 (320,203) (277,648)
Research and development costs e AR 27 (345,317) (283,603)
Fair value gains on investment properties REMEHENRBEZES NG 9 96,419 33,879
Other income and gains — net H AR FIE — 558 28 349,258 264,421
Operating profit wERH 420,759 248,900
Finance income B Es 40,029 35,605
Finance costs BER (67,141) (57,617)
Finance costs — net BBER - 38 30 (27,112) (22,012)
Share of losses of associates FEHRERENERENE 10,39 (15,227) (17,613)
Profit before income tax MR EREFE 378,420 209,275
Income tax (expense)/credit PR (BR),/ HE 31 (54,808) 5,945
Profit for the year from continuing operations BEGEEENE 323,612 215,220
Discontinued operations #ILEE
Profit for the year from discontinued operations BRIFEEFERIE 32 = 73,734
Profit for the year FERA 323,612 288,954
Profit attributable to: FIHRER :
Owners of the Company AAREREE A 310,004 288,230
Non-controlling interests FEPE R RS 13,608 724
323,612 288,954
Profit attributable to owners of the Company FRRERELAREFBIEARE :
arises from:
Continuing operations SELE 310,004 211764
Discontinued operations B 32 - 76,466
310,004 288,230
Earnings per share for profit attributable to FRRERETARSRIMN
owners of the Company (expressed in RMB SRET LIERAR%SEH)
cents per share)
- Basic — &K 34 11.04 9.98
- Diluted il 34 10.75 9.74

The notes on pages 66 to 172 are an integral part of these consolidated financial

statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
eftiralaEk

Year ended 31 December
H#E+-A=1+—HLEE

2017 2016
—Z2—tF ZERF
RMB’000 RMB'000
AER%®TT AEETFT
Profit for the year EERT 323,612 288,954
Other comprehensive income: HttiZ Sk a -
Items that may not be reclassified to profit or loss HEETeE B2 BnmEH
Revaluation gains on properties upon transfer from THREFREAREEMER 2 E[BFE
property, plant and equipment and land use rights to MK FE
investment properties, net of tax 346,500 -
ltems that may be reclassified to profit or loss HENEBE S B R Emt) B
Change in value of available-for-sale financial assets, AHHESHEENERY
net of tax Mk 267 1,855
Reclassify to profit or loss upon disposal of REEAHEESHEEM
available-for-sale financial assets BENEEESHER (1,855) 3,886
Currency translation differences SN B E R 11,221 (8,725)
Other comprehensive income/(losses) for FEEEMGERT (FEB)
the year, net of tax MERE 356,139 (2,984)
Total comprehensive income for the year FEEHGeKE 679,751 285,970
Total comprehensive income attributable to: HEoKRRER :
Owners of the Company ARAVENEFEA 666,143 285,246
Non-controlling interests JEFEG R 13,608 724
679,751 285,970
Total comprehensive income attributable to RERFLFENBEANEGS
owners of the Company arises from: kakarn :
Continuing operations BRELE 666,143 208,780
Discontinued operations BRI - 76,466
666,143 285,246

The notes on pages 66 to 172 are an integral part of these consolidated financial ~ $F66EZ=172E KM :E A4 HEIFSRERNBEL ) -
statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
EOHESREER

Attributable to owners of the Company

FORREREARS
Non-
Share Share Other Retained controlling Total
capital premium reserves eamings Total interests equity
k*  BFER 40 ] EFka i FHRENER aHa
Note RMB’000 RIMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Mg ARRTR AERTT ARRTR ARRTRT ARRTR AERTRI ARRTR
Balance at ZE-t%
1 January 2017 -B—-R&# 12,552 1,765,324 400,154 1,237,780 3,475,810 60,356 3,536,166
Comprehensive income Geka
Profit for the year EEEF - - - 310,004 310,004 13,608 323,612
Other comprehensive iz aR /(B8R
income/(losses)
Revaluation gains on properties it RIEFREAZEM
upon transfer from property, MER 2 EHTG
plant and equipment and land BHIE
Use rights to investment
properties, net of tax 9 - - 346,500 - 346,500 - 346,500
Change in fair vlue of avallable- AT E S BYARE
for-sale financial assets ArEEE 15 - - 267 - 267 - 267
Reclassify to profit and loss upon N EEREHESREE
disposal of available-for-sale MEABZL B
financial assets - - (1,855) - (1,855) - (1,858)
Curtency translation diferences  SMNEFEZE 19 - - 11,221 - 11,221 - 11,221
Total comprehensive income S & HEF - - 356,139 310,004 666,143 13,608 679,751
Transactions with owners ~ HEREEANES
Employees share option scheme: 5 TRk {nRkiE= 2l -
— Valug of employeg Services -BIREEE
received ) 20,482 20,482 20,482
— Proceeds from shares issued ~ — BT FTER 18 265 17,967 18,232 18,232
Share award plan; BOEEREE
— Valug of employee Services -BIREEE
received 0 42,391 5,224 47,615 47,615
- Transfer shares to the -REEEERHER
awardegs upon vesting BEREA (16,056) 12,021 (4,029) (4,029)
- Shares purchased for share OELREE)
award plan 19 (40,841) (40,841) (40,841)
Buy-back of shares EER R 19 i : (133,046) (133,046) (133,046)
Cancellation of shares HHRn (1,218)  (148,819) 150,097 . -
Equity transactions with bRk g dali
non-controlling interests 25 3 (58,025) (55,025) (26,225) (81,250)
Total transactions with BEGKEANUE
owners, recognised BEANSMET
direcly in equity B RHEH (953) (84,035  (61,624) (16,612 (26225 (172,831
Balance at -2-t%
31 December 2017 +ZA=t-R&R 71,599 1,681,289 694,669 1,547,784 3,995,341 47,739 4,043,080
The notes on pages 66 to 172 are an integral part of these consolidated financial 266 B E172B KN A4 HETERENEEL( o

statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

EOREREER
Attributable to owners of the Company
AReEEEHEAES
Non-
Share Share Other Retained controlling Total
Note capital premium TESBIVeS garnings Total interests equity
it B BAEE i BEYa B FEEIER s
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  AREBTR ARETT AR%TR ARETT ARETR ARETR
Balance at 1 January 2016  =B—XE—B—B&& .97 1,682,784 512,763 949,550 317,069 29,649 3246718
Comprehensive income waka
Profit for the year FERH - - - 268,230 288,230 T4 286,954
Other comprehensive RhigaEH/(BR)
income/(losses)
Change in fair value of available- A EELBEE
for-sale financial assets NhEEEY 15 - - 1885 - 185 - 1895
Reclassify to profit and loss upon ~ RAE E R &
disposal of available-for-sale SREEMENS
financial assets ZEEER - - 3,886 - 3,886 - 3,086
Currency translation diferences  SMNESTEZE 19 - - (8,725) - (8,725) - (8,725)
Total comprehensive Be% (ER)/ 27
(losses)/income - - (2.984) 288,230 285,246 4 285,970
Transactions with owners ~ HERKEANZH
Employees Share option scheme: B T fRk{7 izt &l -
- Value of employee semvices  — BT RKER
received A - 34,678 - - 34678 - 34678
- Proceeds from shares issued ~ — B{TRRA FTER 18 580 23213 - - 3,19 - B79%
Share award plan: bR
— Value of employeg Services -BIREEE
received 0 - 24649 - - 2649 - 24,649
- Shares purchased for share ~— — R BN BISTER IR D
award plan 19 - - (93,924) - (93,924) - (93,924)
Buy-back of shares EER R 19 - - (16,991) - (16,991) - (16,991)
Equiy transactions with BIERHIEENRS
non-controlling interests 3 - - 1290 - 129 (1.494) (204)
Non-controlling interests arising ~ EHAHELH
on business combination JEEH R 3 - - - - - B2 B2
Disposal of subsidiaries RETAF - - - - - (4.29) (4.299)
Total transactions with HERREALE
owners, recognised BEARSHETH
directly in equity b Lok 1] 580 82,540 (109,625) - (26,505 29983 3478
Balance at —2-R%
31 December 2016 +ZR=+-B&R 72,55 1,765,324 400,154 137780 3475810 60356 3,536,166

The notes on pages 66 to 172 are an integral part of these consolidated financial

statements
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CONSOLIDATED CASH FLOW STATEMENT

EHEERER

Year ended 31 December
B#E+-A=+—HLEFE

2017 2016
—Z—t%F ZE—RF
Note RMB’000 RMB’000
FiisE AR%TT ARETT
Cash flows from operating activities EETHNRETE
Cash generated from operations EEANES 35 911,063 697 291
Interest paid BRFE (63,093) (69,072)
Income tax paid BRFEH (24,280) (16,126)
Net cash generated from operating activities RETHELERRS 823,690 612,093
Cash flows from investing activities RETHNHERE
Purchases of property, plant and equipment BETHE ITRRRE (22,993) (153,848)
Proceeds from disposals of property, plant and equipment HEREE - T ERZETESH 35 2,137 8,926
Purchases of intangible assets BEBVEE 8 (355,903) (322,338)
Acquisition of a subsidiary, net of cash acquired WETABIMmY HNIEE FE 37 = (175,884)
Pledged bank deposits and short-term bank deposits BRI A KB BRI TIE
(placed)/withdrawn - net (EA)/ Bt — 358 (475,698) 24114
Interest received BUFIE 39,831 24,471
Repayments received from entrusted loans ZAEZAS D 19,800 400
Purchases of available-for-sale financial assets EEHLESRHEE (761,173) (394,923)
Proceeds from disposal of available-for-sale HEHLESREEMST
financial assets 584,424 355,986
Disposal of subsidiaries, net of cash disposed of EBEFRAMEMERSFHE 32 = 77,058
Investments in associates BENAIRE (1,272) (5,000)
Net cash used in investing activities REZHRARRS (970,847) (561,038)
Cash flows from financing activities MEIBNHEERE
Proceeds from share options exercised RDTTREFT{S I 18 18,232 23,793
Proceeds from borrowings fERAER 35(c) = 272,750
Repayments of borrowings EEER 35(c) (80,324) (310,075)
Payments for purchase of shares for share award plan BERMDERTEEE 2RO ATIE 19 (40,841) (93,924)
Payments for buy-back of shares BB S 3B 19 (133,046) (16,991)
Acquisition of non-controlling interests in subsidiaries  WeHE T2 BRI S HE RS 36 - (204)
Net cash used in financing activities MEEHMARRS (235,979) (124,651)
Net decrease in cash and cash equivalents ReRBEEEMIRD (383,136) (73,596)
Effect of exchange rate changes on cash and [EXEEHE
cash equivalents (24,958) 10,755
Cash and cash equivalents at beginning of the year TR RREEEBY 16 1,464,769 1,527,610
Cash and cash equivalents at end of year FRUSRBESER/D 16 1,056,675 1,464,769

The notes on pages 66 to 172 are an integral part of these consolidated financial

statements.
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BB BRRME

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.

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
available-for-sale financial assets, financial assets at fair value through
profit or loss and 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.

Kingdee International Software Group Company Limited

2.1

Annual Report 2017

—R&EH
cREREHEEERAR (AR TD —ANNE
EFRERBEMKLAERLERAR - REXNEHR

$¥AE%WEU¢WDE%%%W%@ME%%&
MEERRRHRE T Z5K2% - @FRHE -

ARAIA—FRREZRRA AR T&EW%QE(%
BIAKE]) OEEXBAETERARE
HER %EE@ﬁEm&ﬁiﬁﬁﬁﬁ&m%W

ARAR BN
FERAR L™

—F%—

F-ATHRERERARS

BREHIN  ARMBRREEAARKTIR -

EREHBRGE
RAAAHUBRRRANIRZEHBREN T - I
REHRN WERREMZROMBEFENERE
Ao

RREE

AEBOAHYBREEREMEERNERY BRE
£R) ([BREBER D) RR - AHMBRRERER
KARERES I%Tﬁﬁ TRMEENER - JARA
AABRENEREERREEFILE

(EQ%F@W“) MfEHER

RRASBERM B ENNMBREABRERAE THRE
ﬁﬁ# ENFEEEEERAASENGH IR SRR
RITEEAE  F RBE AR E EE R LA

I RHRHUBRREHEARRNGENHE - &
P EE4 B35 -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SO BRI

2 Summary of significant accounting policies (continued) 2
2.1 Basis of preparation (continued) 2.1
(a) New and amended standards adopted by the Group (a)

(b)

The Group has applied the following standards and amendments for the
first time for their annual reporting period commencing 1 January 2017:

e Annual Improvements to IFRS Standards 2014-2016 Cycle,

° Disclosure Initiative — amendments to IAS 7,

e Recognition of Deferred Tax Assets for Unrealised Losses —
Amendments to IAS 12,

e  (lassification and Measurement of Share-based Payment
Transactions — Amendments to IFRS 2, and

e Transfers of Investment Property — Amendments to IAS 40.

The adoption of these amendments did not have any impact on the
amounts recognised in prior periods. Most of the amendments will also
not affect the current or future periods. The amendments to IAS 7 require
disclosure of changes in liabilities arising from financing activities, see
Note 35(c).

New standards, amendments and interpretations not yet (b)
adopted

Certain new accounting standards have been published that are not
mandatory for 31 December 2017 reporting periods and have not been
early adopted by the Group. The Group’s assessment of the impact of
these new standards is set out below.

IFRS 9, “Financial instruments”

Nature of change

IFRS 9 addresses the classification, measurement and derecognition of
financial assets and financial liabilities, introduces new rules for hedge
accounting and a new impairment model for financial assets.
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68

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

New standards, amendments and interpretations not yet
adopted (continued)

IFRS 9, “Financial instruments” (continued)

Impact

The Group has reviewed its financial assets and liabilities and is expecting
the following impact from the adoption of the new standard on 1 January
2018:

The majority of the Group’s debt instruments that are currently classified
as available-for-sale (AFS) will satisfy the conditions for classification
as at fair value through other comprehensive income (FVOCI) and hence
there will be no change to the accounting for these assets.

The other financial assets held by the Group include:

e equity instruments currently classified as AFS for which a FVOCI
election is available;

e investments currently measured at fair value through profit or loss
(FVPL) which will continue to be measured on the same basis under
IFRS 9.

Accordingly, the Group does not expect the new guidance to affect the
classification and measurement of these financial assets. However, gains
or losses realised on the sale of financial assets at FVOCI will no longer
be transferred to profit or loss on sale, but instead reclassified below
the line from the FVOCI reserve to retained earnings. During the 2017
financial year, RMB1,855,000 of such gains were recognised in profit or
loss in relation to the disposal of available-for-sale financial assets.

There will be no impact on the Group’s accounting for financial liabilities,
as the new requirements only affect the accounting for financial
liabilities that are designated at fair value through profit or loss and the
Group does not have any such liabilities. The derecognition rules have
been transferred from [AS 39 Financial Instruments: Recognition and
Measurement and have not been changed.

The new hedge accounting rules will align the accounting for hedging
instruments more closely with the Group’s risk management practices.
As a general rule, more hedge relationships might be eligible for hedge
accounting, as the standard introduces a more principles-based approach.
The Group has not entered into any hedging activities as at 31 December
2017,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2.1
(b)

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

New standards, amendments and interpretations not yet
adopted (continued)

IFRS 9, “Financial instruments” (continued)

Impact (continued)

The new impairment model requires the recognition of impairment
provisions based on expected credit losses (ECL) rather than only
incurred credit losses as is the case under IAS 39. It applies to financial
assets classified at amortised cost, debt instruments measured at FVOCI,
contract assets under IFRS 15 “Revenue from Contracts with Customers”,
lease receivables, loan commitments and certain financial guarantee
contracts. Based on the assessments undertaken to date, the Group
expects no significant increase in the loss allowance for trade debtors.

The new standard also introduces expanded disclosure requirements
and changes in presentation. These are expected to change the nature
and extent of the Group’s disclosures about its financial instruments
particularly in the year of the adoption of the new standard.

Date of adoption by the Group

Must be applied for financial years commencing on or after 1 January
2018. The Group will apply the new rules retrospectively from 1 January
2018, with the practical expedients permitted under the standard.
Comparatives for 2017 will not be restated.

IFRS 15, “Revenue from contracts with customers”

Nature of change

IFRS 15 will replace IAS 18 which covers contracts for goods and
services, and IAS 11 which covers construction contracts and the related
literature. The new standard is based on the principle that revenue is
recognised when control of a good or service transfers to a customer. The
standard permits either a full retrospective or a modified retrospective
approach for the adoption.

Impact

Management has assessed the effects of applying the new standard on the
Group’s financial statements and has identified the following areas that
will be affected:

e The costs related directly to obtaining contracts with customer that
it would not have incurred if the contracts had not been obtained,
such as commission, will be eligible for capitalisation under IFRS
15 and will be amortised on a systematic basis consistent with the
pattern of the transfer of the software products and software-related
technical services to which the assets related.
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Summary of significant accounting policies (continued)
Basis of preparation (continued)

New standards, amendments and interpretations not yet
adopted (continued)

IFRS 15, “Revenue from contracts with customers” (continued)

Impact (continued)

e Presentation of contract assets and contract liabilities in the
statement of financial position — IFRS 15 requires separate
presentation of contract assets and contract liabilities in
the statement of financial position. This will result in some
reclassifications as of 1 January 2018 in relation to software
implementation contracts. Due from and due to customers on
implementation contracts will be reclassified to contract asset and
contract liabilities, respectively.

The application of IFRS 15 may further result in the identification of
separate performance obligations in relation to certain IT consulting
contracts which could affect the timing of the recognition of revenue going
forward.

Date of adoption by the Group

The adoption of this new standard is mandatory for financial years
commencing on or after 1 January 2018. The Group intends to adopt the
standard using the modified retrospective approach which means that the
cumulative impact of the adoption, if any, will be recognised in retained
earnings as of 1 January 2018 and that comparatives will not be restated.

IFRS 16, “Leases”

Nature of change

IFRS 16 was issued in January 2016. It will result in almost all leases
being recognised on the statement of financial position, as the distinction
between operating and finance leases is removed. Under the new standard,
an asset (the right to use the leased item) and a financial liability to pay
rentals are recognised. The only exceptions are short-term and low-value
leases.

The accounting for lessors will not significantly change.

Impact

The standard will affect primarily the accounting for the Group’s operating
leases. As at the reporting date, the Group has non-cancellable operating
lease commitments of RMB47,473,000. The Group estimates those related
to payments for short-term and low value lease which will be recognised
on straight-line basis as an expense in profit or loss are insignificant.
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2.1
(b)

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

New standards, amendments and interpretations not yet
adopted (continued)

IFRS 16, “Leases” (continued)

Impact (continued)

The Group has not yet assessed what other adjustments, if any, are
necessary for example because of the change in the definition of the
lease term and the different treatment of variable lease payments and
of extension and termination options. It is therefore not yet possible to
estimate the amount of right-of-use assets and lease liabilities that will
have to be recognised on adoption of the new standard and how this may
affect the Group’s profit or loss and classification of cash flows going
forward.

Date of adoption by the Group

The adoption of this standard is mandatory for financial years
commencing on or after 1 January 2019. At this stage, the Group does not
intend to adopt the standard before its effective date. The Group intends to
apply the simplified transition approach and will not restate comparative
amounts for the year prior to first adoption.

There are no other standards that are not yet effective and that would be
expected to have a material impact on the Group.

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.

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.
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2.21

(a)

12

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

Consolidation (continued)

Business combinations (continued)

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 event 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.

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 in profit or loss. 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 consolidated income statement
(Note 2.9).

Intra-group transactions, balances and unrealised gains on transactions
between group companies are eliminated. Unrealised losses are also
eliminated unless the transaction provides evidence of an impairment of
the transferred asset. When necessary, amounts reported by subsidiaries
have been adjusted to conform with the Group’s accounting policies.
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(b)

2.2.2

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

Consolidation (continued)

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.

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. It means that amounts
previously recognised in other comprehensive income are reclassified
to profit or loss or transferred to another category of equity as specified/
permitted by applicable IFRS.

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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Summary of significant accounting policies (continued)
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.

If the ownership interest in an associate is reduced but significant
influence is retained, only a proportionate share of the amounts previously
recognized in other comprehensive income is reclassified to profit or loss
where appropriate.

The Group’s share of post-acquisition profit or loss is recognised in
the consolidated 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 losses of
associates” in the consolidated 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 consolidated income statement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B O IR AR EE

2.5
(a)

(b)

Summary of significant accounting policies (continued)
Segment reporting

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
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 consolidated
income statement.

Foreign exchange gains and losses that relate to borrowings and cash
and cash equivalents are presented in the consolidated income statement
within “Finance income or costs”. All other foreign exchange gains and
losses are presented in the consolidated income statement within “Other
income and 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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B PR IR AR RE

2.5
(c)

2.6

76

Summary of significant accounting policies (continued)
Foreign currency translation (continued)
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.

Property, plant and equipment

Buildings comprise mainly offices. Property, plant and equipment is 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.

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
- Computer and related equipment 5 years
- Office equipment 5 years
- Motor vehicles 5 years

the shorter of the lease term
or the useful life

- Leasehold improvements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B O IR AR EE

2.7

Summary of significant accounting policies (continued)
Property, plant and equipment (continued)

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 income and
gains — net” in the consolidated income statement.

Investment properties

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 consolidated income statement as part of a valuation gain or l0ss in
“fair value gains on investment properties”.

If an item of owner-occupied property becomes an investment property
because its use has changed, any difference resulting between the carrying
amount and the fair value of this item at the date of transfer is treated in
the same way as a revaluation under IAS 16. Any resulting increase in
the carrying amount of the property is recognised in profit or loss to the
extent that it reverses a previous impairment loss, with any remaining
increase recognised in other comprehensive income and increase directly
to equity in revaluation surplus within equity. Any resulting decrease
in the carrying amount of the property is initially charged in other
comprehensive income against any previously recognised revaluation
surplus, with any remaining decrease charged to profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B PR IR AR RE

2.9
(a)

78

Summary of significant accounting policies (continued)
Land-use rights

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 consolidated income statement on a straight-line basis over the lease
period of the land use rights.

Intangible assets
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

B O IR AR EE

2.9
(b)

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

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:

— itis 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;

—  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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B PR IR AR RE

(d)

(e)

Summary of significant accounting policies (continued)
Intangible assets (continued)
Acquired trademarks, licenses and copyrights

Separately acquired trademarks, licenses and copyrights are shown
at historical cost. Trademarks, licenses and copyrights acquired in a
business combination are recognised at fair value at the acquisition date.
Trademarks, 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 Trademarks, 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

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

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 recorded in “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”.

2.11 Impairment of non-financial assets

80

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 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B O IR AR EE

2

Summary of significant accounting policies (continued)

2.12 Discontinued operations

A discontinued operation is a component of the Group’s business, the
operations and cash flows of which can be clearly distinguished from the
rest of the Group and which represents a separate major line of business
or geographic area of operations, or is part of a single co-ordinated plan
to dispose of a separate major line of business or geographical area of
operations, or is a subsidiary acquired exclusively with a view to resale.

When an operation is classified as discontinued, a single amount is
presented in the consolidated income statement, which comprises the
post-tax profit or loss of the discontinued operation and the post-tax gain
or loss recognised on the measurement to fair value less costs to sell,
or on the disposal, of the assets or disposal group(s) constituting the
discontinued operation.

2.13 Financial assets

2.13.1 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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B PR IR AR RE

2

Summary of significant accounting policies (continued)

2.13 Financial assets (continued)

2.13.1 Classification (continued)

(a)

82

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

—  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

—  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 end of the reporting period. These are classified as non-current
assets. The Group’s loans and receivables comprise “Trade and other
receivables”, “Entrusted loans”, “Loans to related parties”, “Due from
customers on implementation contracts”, “Pledged bank deposits”,
“Short-term bank deposits” and “Cash and cash equivalents” in the
statement of financial position.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B O IR AR EE

2

Summary of significant accounting policies (continued)

2.13 Financial assets (continued)

2.13.2 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.
Available-for-sale financial assets and financial assets at fair value
through profit or loss are subsequently carried at fair value. 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 consolidated 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.

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 consolidated income statement as
part of other income. Dividends on available-for-sale equity instruments
are recognised in the consolidated income statement as part of other
income when the Group’s right to receive payments is established.

2.14 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

EREHRREE (1))

213 &MEE ()
2.13.2 MBREE

FRBENLENSREEERSARR - X5 BHE
AEBAEBESLHERXEEZR - HRNARA EER
EEEFPWIABSNMEEREE - AREMS
BELABEMNXZAARER - ERRERBEDRE
MENCEHRCER  MASKECEL LBMERED
FAERBARMERR - SREAENRILER - At
ELRBERARABEMEAEZHFABENER
BEERBROABEIE - EFRERFELLFIRE
BR R ORI B SN B ©

[AAREBEFEREEDHARSNEREE | 5

MAnBEZPMELNNEIEL  NEELHHRE

2 ERERN (GG - FEI N - M@fﬁ HER

;HE“@JAE ST REENBRFRA - BREK
TR TR R RMHEMBA -

DRRFAHHENERHRIFERILES
PrEMGA RETHER -

MAREEE

ENEFEHIANER - ARSTHER
ABERBBIABERAER [REFFNF

T1ﬁmm%ﬂ%AWﬂ+£ﬁﬁmﬂ5EEm%Wﬁ
AR EA e - ERAHNERE TANKA
$%IWHEW KRMENEER @ HRa ﬁmﬁm%

BBy Efo s o

214 BEHEMTA

EREEARITRAVEHDERSE  WEBERF
REEGEESIARERNAENEERER  oREER
BEEMAAE  YEMBRRRREEFE  EZEA
PITENLATBERBERAREMME - NE—REBB
BRPARMARSIHFI—EHREN  BEEEIR
WER - BOURARBHORS -

T HEER SRERB4SREERAT 83



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B PR IR AR RE

2

Summary of significant accounting policies (continued)

2.15 Impairment of financial assets

(a)

84

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.

Assets carried at amortised cost

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.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B O IR AR EE

2

Summary of significant accounting policies (continued)

2.15 Impairment of financial assets (continued)

(b) Assets classified as available for sale

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.

For equity investments, a significant or prolonged decline in the fair
value of the security below its cost is also evidence 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.

2.16 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.

2.17 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B PR IR AR RE

2

Summary of significant accounting policies (continued)

2.18 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 statement of financial position, bank overdrafts are shown
within borrowings in current liabilities.

2.19 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.

2.20 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.

2.21 Borrowings

86

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 evidence 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B O IR AR EE

2

Summary of significant accounting policies (continued)

2.21 Borrowings (continued)

The fair value of the liability portion of a convertible bond is determined
using a market interest rate for an equivalent non-convertible bond.
This amount is recorded as a liability on an amortised cost basis until
extinguished on conversion or maturity of the bond. The remainder of the
proceeds is allocated to the conversion option. This is recognised and
included in shareholders’ equity, net of income tax effects.

Borrowings are removed from the consolidated statement of financial
position when the obligation specified in the contract is discharged,
cancelled or expired. The difference between the carrying amount of a
financial liability that has been extinguished or transferred to another party
and the consideration paid, including any non-cash assets transferred
or liabilities assumed, is recognised in profit or loss as other income or
finance costs.

Where the terms of a financial liability are renegotiated and the entity
issues equity instruments to a creditor to extinguish all or part of the
liability (debt for equity swap), a gain or loss is recognised in profit or
loss, which is measured as the difference between the carrying amount of
the financial liability and the fair value of the equity instruments issued.

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.

2.22 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B PR IR AR RE

2

Summary of significant accounting policies (continued)

2.23 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.

2.24 Current and deferred income tax

(a)

88

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.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B O IR AR EE

2

Summary of significant accounting policies (continued)

2.24 Current and deferred income tax (continued)

(b) 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.

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 in the foreseeable future, deferred tax liability in relation to
taxable temporary difference arising from the associate’s undistributed
profits is not recognized.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B PR IR AR RE

2

Summary of significant accounting policies (continued)

2.24 Current and deferred income tax (continued)

(c)

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.

2.25 Employee benefits

(a)

(b)

(c)

90

Retirement benefits

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.

Profit-sharing and bonus plans

The Group recognises a liability and an expense for bonuses and
profit-sharing, based on a formula that takes into consideration the profit
attributable to the Company’s shareholders after certain adjustments. The
Group recognises a provision where contractually obliged or where there
is a past practice that has created a constructive obligation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B O IR AR EE

2 Summary of significant accounting policies (continued)
2.25 Employee benefits (continued)
(d) Employee leave entitlements

Employee entitlements to annual leave and long service leave are
recognised when they accrue to employees. A provision is made for the
estimated liability for annual leave and long service leave as a result of
services rendered by employees up to the balance sheet date. Employee
entitlements to sick leave and maternity leave are not recognised until the
time of leave.

2.26 Share-based payment
(a) 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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B PR IR AR RE

2

Summary of significant accounting policies (continued)

2.26 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.

2.217 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.

2.28 Revenue recognition

92

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.

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 revenue 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B O IR AR EE

2

Summary of significant accounting policies (continued)

2.28 Revenue recognition (continued)

(a)

(b)

The Group’s revenue 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).

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.

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 service performed, which is established according to the milestones in
the implementation contracts and the progress reports acknowledged by
the customers.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B PR IR AR RE

2

Summary of significant accounting policies (continued)

2.28 Revenue recognition (continued)

(b)

(c)

(d)

94

Software implementation contracts (continued)

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.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B O IR AR EE

2

Summary of significant accounting policies (continued)

2.29 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.

2.30 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.

2.31 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
consolidated 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 consolidated income statement on a straight-ling basis over the
expected lives of the related assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B PR IR AR RE

2

Summary of significant accounting policies (continued)

2.32 Dividend distribution

(a)

96

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, where appropriate.

Financial risk management
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:

Market risk
Foreign exchange risk

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

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

At 31 December 2017, 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 RMB1,833,000 (2016:
RMB3,976,000), mainly as a result of foreign exchange gains/losses on
translation of HKD denominated cash at bank and in hand.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B O IR AR EE

3.1
(a)

(i)

(b)

Financial risk management (continued)
Financial risk factors (continued)

Market risk (continued)

Foreign exchange risk (continued)

At 31 December 2017, if the RMB had weakened/strengthened by 5%
against the US dollar with all other variables held constant, profit before
tax for the year would have been lower/higher by RMB37,698,000 (2016:
RMB20,211,000), mainly as a result of foreign exchange gains/losses on
translation of USD denominated borrowing and cash at bank and in hand.

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 2017, 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 RMB2,309,000 (2016:
RMB4,006,000) respectively, as a result of higher/lower interest expenses
on borrowings at variable rates.

Credit risk

The carrying amounts of cash and cash equivalents, pledged and
short-term bank deposits, trade and other receivables, entrusted loans,
loans to related parties, due from customers on implementation contracts,
available for sale financial assets and financial assets at fair value through
profit or loss 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 and short-term 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.
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B PR IR AR RE

3.1
(b)

(c)

98

Financial risk management (continued)
Financial risk factors (continued)
Credit risk (continued)

In relation to trade receivables, and due from customers on
implementation contract, 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 financia
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.

Management makes periodic assessments on the recoverability of the
entrusted loans and loans to related parties, and is of the opinion that
adequate provision for entrusted loans and loans to related parties with
significant exposure to credit risk has been made.

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

Liquidity risk

The Group exercises prudent liquidity risk management by reviewing
forecast cash balances on a quarterly basis to maintain sufficient cash
levels and the availability of an adequate amount of committed credit
facilities to ensure the availability of sufficient cash flows to meet any
unexpected and material cash requirements in the course of ordinary
business. The Group has no significant exposure to liquidity risk.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SO R RMET

3  Financial risk management (continued) 3 HMEBRIREE(E)

3.1 Financial risk factors (continued) 31 MERBRER (#)

(¢) Liquidity risk (continued) (c) ENMERPE ()
The table below analyses the Group's financial liabilities that will be Ti’%@ﬁleiﬁl&"ﬁﬁ’]é%ﬂ%1*?;‘?5”*@? R Elp Rl
settled on a gross basis into relevant maturity groupings based on the Al REHAEERES NI B AMFIRRRETHN -
remaining period at the statement of financial position to the contractual ERNBEN \,%EZ%Q,%’J HREBHRERE o EWE
maturity date. The amounts disclosed in the table are the contractual BHFEIK Ut 1218 A MBI B AR EE R
undiscounted cash flows. Balances due within 12 months equal their HfE °

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
—EUR —ERE MELF AEFHE
RMB'000 RMB'000 RMB'000 RMB’000

ARETT ARETT ARETT ARETT

At 31 December 2017 R-Z—tE+-HA=+—H
Borrowings (including interests) B3R (FEMFE) 211,342 1,210,118 - -
Trade and other payables FETBR SR R EL A B 3R

(excluding advances from (TExPRe - HE

customers, VAT and other BREMES -

tax payable and salary and staff [EEe REIRF)

welfare payables) 269,114 = = -

480,456 1,210,118 - -

At 31 December 2016 RIS-"E+ZHA=+—-H
Borrowings (including interests) B (BEMFIE) 144,062 214,082 1,215,977 -
Trade and other payables A< BR 0 B LA R T 3K

(excluding advances from (TeRFPkRs A

customers, VAT and other PREMBS

tax payable and salary and staff [EREERBIREH)

welfare payables) 157,438 - - -

301,500 214,082 1,275,977 -
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Financial risk management (continued)
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 gearing ratios at 31 December 2017 and 2016 were as follows:

RERREE (W)

BeRREE

FEENESEERE  RRESERSEEL IR
BRIBH R R A AAEFIS A ARMEN S - AR
RENBAEBUBRREERAE -

BTRFSRBERERER  ARETTREREIN TR
REOBRFHE - ARRREER  BOHRIHEEE
WARAEMETS

HERNEMAR K FAEEFRELARBELRERE
BRI RIZREBFERNBERTE - EHFE
REER (BEAHMBRARMIN [RBRIERD
EBR) RERENREFEY - BEXRR ER] (I
ANMBRRKAT) IEBFE -

E-T—tER-E-AFt-AZ+—R AEEN
BEEELENT -

2017 2016

= kS

RMB’000 RMB000

AR®TR AREFIT

Total borrowings (Note 22) BER (H:E2) 1,348,529 1,496,271
Less: cash and cash equivalents (Note 16) B BeREEEEY (K16) (1,056,675) (1,464,769)
Net debt B 38 291,854 31,502
Total equity g 4,043,080 3,536,166
Total capital HEX 4,334,934 3,567,668
Gearing ratio BFARELE 1% 1%

From a gearing ratio 1% at 31 December 2016, the Group has increased it
to 7% at 31 December 2017. The intention of the directors is to maintain
the gearing ratio at below 30%.

SENERGELER T RFOHI% T —LFHT% -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Financial risk management (continued)
Fair value estimation

The table below analyses the Group’s financial instruments carried at
fair value as at 31 December 2017 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).

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

See Note 9 for disclosures of the investment properties that are measured
at fair value.

RERREE (§)

LA RE R
TRBBIEFIE A BEEERIS DI HBA
WER - AFAEER-F—tF+- A+ BRA
ABEAENSBIA - BLEARELL REES
BANT=R

- HREERBBAEZETSORE (REHE)
(F1E) -

- BRISIEMEENREN  ZBENARNT
ERNEMBEA  TAER AFIWMER) %HE
& (BVREER) ($28) -

- AENARIFKEUBEMSEMNEA ()
FABRBA) (F3E)

BLOABEFENREEESHENRERNMEI

At 31 December 2017 A_E—tE+=-“A=+—H Level 2 Level 3 Total
28 3B #at
RMB'000 RMB'000 RMB'000
AREFT ARBFT AREFTT

Financial assets at fair value through WARBEFTEEEEEAER

profit or loss NEREE
~ Investment designated at fair value —EFANALBESERES

through profit or loss SFABRAOKE - 6,286 6,286
Available-for-sale financial assets AL ESREE - 446,871 446,871
- 453157 453157
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Bt RRME
3 Financial risk management (continued) 3 MBRREE (W)
3.3 Fair value estimation (continued) 3.3 LREEME ()
At 31 December 2016 —X"F+-A=+—H Level 2 Level 3 Total
g 3B st
RMB’000 RMB'000 RMB'000
ARETFT ARETFT ARETFT
Financial assets at fair value through AR EBESEBEEEHTABR
profit or loss HemEE
~ Investment designated at fair value - BEANARBEFEEHEEY
through profit or loss SFABRMHKE - 6,466 6,466
— Profit guarantes arrangement at fair value —HBERUARBEAZEAES
through profit or loss (Note 37) ST ABEMEEAR (FFE37) - 16,707 16,707
Available-for-sale financial assets AHNESREE - 269,855 269,855
- 293,028 293,028

The fair value of financial instruments that are not traded in an active
market (for example, over-the-counter derivatives) is determined by using
valuation techniques. These valuation techniques maximize the use of
observable market data where it is available and rely as little as possible
on entity specific estimates. If all significant inputs required to fair value
an instrument are observable, the instrument is included in level 2.

If one or more of the significant inputs is not based on observable market
data, the instrument is included in level 3.

Specific valuation techniques used to value financial instruments include:
—  Quoted market prices or dealer quotes for similar instruments.

—  Discounted cash flow analysis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B O IR AR EE

Financial risk management (continued)
Fair value estimation (continued)

3 MERREE (W)
3.3 2ftREfH (])

The following table presents the changes in level 3 instruments for the

year ended 31 December 2017 and 2016.

HEREEIESHTIANED -

TRENEE_Z—+FN-_Z—R"E+-A=1+—8

Profit
guarantee
Financial assets Available- arrangement
at fair value for-sale  in a business
through profit financial combination
or loss assets (Note 37) Total
DoREEHE
BRE8EA LEAH
Hamn A& BRI
enEE enEE (B&E37) st
RMB’000 RMB’000 RMB’000 RMB’000
ARBETF T ARBTF T ARETF T ARETF T
At 1 January 2017 R-Z2—t$—HF—H 6,466 269,855 16,707 293,028
Additions 20 - 161,173 - 761,173
Disposals RE = (584,424) (16,707) (601,131)
Gains and losses recognised TEERERNAIGREX
in profit or loss (180) - - (180)
Net unrealised gains recognized in EEHEMmgE G
other comprehensive income ROFARERAEG
during the year - 267 - 267
At 31 December 2017 R-Z—t$+ZA=+—H 6,286 446,871 - 453,157
Changes in unrealised gains or losses 1B &R T HEARNEEZ R E R T
for the year included in profit or BB EH
loss at the end of the year (180) - - (180)
At 1 January 2016 RZE-"E—-HA—H 7,267 205177 - 232,444
Additions 0 - 398,809 16,707 415516
Disposals RE - (355,986) - (355,986)
Gains and losses recognised EERERNFGRIEL
in profit or loss (801) - - (801)
Net unrealised gains recognized in gAMLz lE
other comprehensive income BRNFARERFE
during the period - 1,855 - 1,855
At 31 December 2016 R-EB-R"E+ZA=+—H 6,466 269,855 16,707 293,028
Changes in unrealised gains or Bk PRERA
losses for the year included in FEARERAGE
profit or loss at the end of the year 1Bk BV &) (801) - - (801)
There were no transfers between levels 1, 2 and 3 during the year. FRNEIE  FAEHEFIE 2 MM mER -
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B PR IR AR RE

4.1

(a)

(b)

(c)

104 Kingdee International Software Group Company Limited

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.

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.

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.

Revenue recognition

The Group uses the percentage-of-completion method in accounting for its
fixed-price contracts to deliver software implementation services. For the
year ended 31 December 2017, revenue of RMB562,897,000 is generated
from percentage-of-completion method (2016: RMB501,061,000). 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 2017
would have been higher/lower by approximately RMB56,290,000 (2016:
RMB50,106,000).

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 2017 would have been lower/
higher by approximately RMB5,871,000 (2016: RMB5,558,000) 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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(c)

Annual Report 2017

WEBE R A

A e RsENS  TRBAELBNEMER
ETHE  BREABBATREERREMANAER
A o

WEEHEHRRAR
FEEHRRAELEARR - AEOGHEFNET
% ROGBARRERER - RAKSEUTEHK
EEMEENABORBEELEHBROMFNRR
AT o

RELEHENLRREE

REUBHENAABEERBERNERE
B AR AR BRI MIEE

B0k

Yy A 552
AEEERERAD L ESRE_S—tF+ A=
T-BRBEEERE RN ANRARERGETL
B TR BESLERRT ARES562897,000T (ZZ—
RE  ARH501,061,0007T) » EATAE D HIEER
SEGEERMCRERBANERRENLI - MRE
Al RIS RS @R RO LL I RE R B AR HER
10%E9 £ (L 10 - 3% A 230%), * AFERAHER
SEAEM (FR D) HARH56,29,0007 (ZF—K
£ AR#50,106,0007T) ©

FE M AR e (vt R (E
ERERUIRURER - At ARRERENRE -
ZFARBAER AREPZERELRBR™S
BREL - ERPMBERNE LR ENSE LG -
MR RERYGAELNRENERELREEEN
EEHEB%MER  —S—+F T A=+ —HEK
BR AR AR B2 B AT AL 3= A R #5,871,0007T (=
T—RF « AR¥S5,558,0007T) ©



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B O IR AR EE

4.1
(d)

(e)

(f)

Critical accounting estimates and judgments (continued)
Critical accounting estimates and assumptions (continued)
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 10% from management’s
estimates, the amortisation charge for 2017 would have been higher
by approximately RMB32,610,000 (2016: RMB31,333,000) or lower by
approximately RMB26,681,000 (2016: RMB25,636,000).

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.

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.

4
4.1

(d)

(e)

(f)
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—EFFARSOBHBMGEHHARE2610000
T (ZF—RF : AR¥31333,0007T) HIELHARE
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B PR IR AR RE

4.2
(a)

(b)

106 Kingdee International Software Group Company Limited

Critical accounting estimates and judgments (continued)
Critical judgment in applying the entity’s accounting policies

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 RMB110,006,000 (2016:
RMB82,930,000) had not been recognised for the withholding tax that
would be payable on the unremitted earnings of RMB1,100,056,000
(2016: RMB829,298,000) of certain subsidiaries in the 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.

4
4.2

(a)

(b)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B O IR AR EE

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.
The Group has identified the following operating segments:

Enterprise Resource
Planning (“ERP”)
business

Cloud services business

Others

Discontinued operations

Sales and implementation of enterprise management
software, provision of other related services, sales
of hardware related to enterprise management
software arrangements and sales of middleware
software business

Provision of online service related to cloud
service, provision of E-commerce and other online
management services

Operation of investment properties
Operation related to mobile internet hospital

business and related products, express delivery
business and cloudhub network

The chief operating decision-maker assesses the performance of the
operating segments based on the profit for the year of each segment.
Substantially all of the business of the Group are carried out in the PRC.
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5
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Segment information (continued)

The segment information for the year ended 31 December 2017 is as

follows:

5 SEER ()

BE-Z—AFT-A=T—-HILEEHHERNT :

Continuing operations

BERE
Cloud
services The Group
ERP business business Others Total
ERPE® EREEER Hith fEAE
RMB’000 RMB’000 RMB’000 RMB’000
ARBTFRE AR®TR AR®TR AR%TR
Revenue (from external customers) WA (REIFER) 1,735,265 568,193 = 2,303,458
Operating profit TR 392,204 (136,100) 164,655 420,759
Finance costs B%ER (66,874) (267) - (67,141)
Finance income Bple 39,287 742 - 40,029
Finance costs - net MEER - 286 (27,587) 475 - (27,112)
Share of losses of assaciates FTHBEREN
EiEhE (15,227) = = (15,227)
Profit/(loss) before income tax MBXFR S #RA
il (E#R) 349,390 (135,625) 164,655 378,420
Income tax (expense)/credit Frisfi (BA),/ e (60,329) 21,987 (16,466) (54,808)
Segment results PEER 289,061 (113,638) 148,189 323,612
Segment assets SHEE 4,901,398 178,970 1,721,690 6,802,058
Segment liabilities ABEE 2,496,632 153,724 108,622 2,758,978
Investments in associates A bERE 31,420 - - 31,420
Additions to non-current assets i IEREEE
(other than financial (TpEeRIA
instruments and deferred tax assets) MERETRIBEE) 411,139 10,662 = 421,801
Depreciation and amortisation e R i 359,353 2,409 - 361,762
Provision for doubtful trade RIERETR
and other receivables 38,923 - - 38,923
Fair value gains on investment properties &R E M EHER DL BEFE = = 96,419 96,419
Share-based payment AR AERE ST 62,873 5,224 - 68,097
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B O IR AR EE

5 Segment information (continued) 5 SEHBER (E)

The segment information for the year ended 31 December 2016 is as

follows:

HE-Z—"ET-A=T—HLFEAHEHDT :

Discontinued
Continuing operations operations
SELE ribEs
Mobile internet
hospital service,
Cloud cloud software
services business, cloud The Group
ERP business business QOthers  express business Total
B E
BERY -
EMMHES
ERP%TE ERBEH Hith EREED SEEEH
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARBTT ARETT ARETT ARETT
Revenue (from external customers) A (REIMNBEF) 1,521,383 340,824 - 36,570 1,898,777
Operating profit mEEF| 232,674 (88,250) 104,476 83,968 332,868
Finance costs HBER (57,617) - - (4,045) (61,662)
Finance income Bupr e 35,605 - - 57 35,662
Finance costs - net MEER - 286 (22,012) - - (3,988) (26,000)
Share of losses of associates FHBERER
BREHmE (17,613) - - - (17,613)
Profit/(loss) before income tax  HEXER{FIRAT
FE/(5#\) 193,049 (88,250) 104,476 79,980 289,255
Income tax credit/(expense) Frigfime /(&) 14,530 7,086 (15,671) (6,246) (301)
Segment results AEER 207,579 (81,164) 88,805 73,734 288,954
Segment assets PBEE 4,796,088 298,606 882,620 - 5,977,314
Segment liabilities AWER 2,217,782 165,633 57,733 - 2,441 148
Investments in associates HEEMERE 25,793 - - - 25,793
Additions to non-current assets MG EE
(other than financial (TpEeRIA
instruments and deferred REERIBEE)
tax assets) 430,071 7127 - 1,282 438,480
Depreciation and amortization WEREH 334,775 1,375 - 27,756 363,906
Provision for doubtful trade RIEZRTR
and other receivables 26,653 - - 3,038 29,691
Fair value gains on investment REEFHENDREE
properties aliss - - 33,879 - 33,879
Share-based payment PARR 1D BETES 59,327 - - - 59,327

“TEFR SRERBRGAEEARAT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B PR IR AR RE

Segment information (continued)

The Company is incorporated in the Cayman Islands while the Group
mainly operates its business in the PRC. Revenue from continuing
operations from external customers from the PRC and other locations
is RMB2,288,423,000 (2016: RMB1,840,993,000) and RMB15,035,000
(2016: RMB21,214,000), respectively for the year ended 31 December
2017.

There is no single customer that contributed to over 10% of the Group’s
revenue for the years ended 31 December 2017 and 2016.

Additional segment information

In addition to the above mentioned segment information, the chief
operating decision-maker has started to review the Group’s operating and
financial performance according to the internal organisation structure,
which is mainly based on the business models and customer bases of
gach business line. Management has determined the following three main
business lines:

Project and consultancy- — Sales and implementation of customer-specific

based business software products, and provision of related services.
These products and services are mainly targeted
for medium and large-sized enterprises and
organisations

Standardised and general — Sales of standardised and general software products

products or services business  or services with a simple delivery process, and
provision of other related services. These products
and services are mainly targeted for micro and
small-sized enterprises and organisations

Innovation business — Operation of innovation business, which are
strategically synergetic to the Group’s core
traditional ERP business, mainly including
middleware, internet financing, fund and online
payment

The operating results of the above three main business lines that the
chief operating decision-maker assesses are revenue and operating profit.
Assets and liabilities information are not included in this additional
segment information. The additional segment information for the years
ended 31 December 2017 and 2016 are as follows:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B O IR AR EE

5 Segment information (continued)
For the year ended 31 December 2017:

5

SEMES (8)
HE-Z—+FT-A=T—HIFEAHEHDT :

Continuing operations

fEEE
Project and
consultancy- Product-
hased hased Innovation The Group
business business business Elimination Total
xR
15ES E&

TEER TEEH HNER AfHEHY SEAH
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRE AR®TR AE®TRT AE®RTRT AER%TR
Revenue (from external customers) WA RENSER) 1,750,263 493,048 60,147 = 2,303,458
Operating profit i ot 457,097 244,400 (18,176) (262,562) 420,759
Finance costs — net BEEE-FE (27,112)
Share of losses of associates ZEBERENERNE (15,227)
Profit before income tax NP ERATE 378,420
Income tax expense FIEHER (54,808)
Profit for the year SRR 323,612
Depreciation and amortization HEREH 294,171 34,925 32,666 - 361,762

Provision for doubtful trade and RAEER
other receivables 38,217 - 646 - 38,923
Fair value gains on investment properties &M BHEN DL BEFS 96,419 - - - 96,419
Share-based payment MR AERAS A 58,059 3,605 6,433 - 68,007
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SO B RME
5 Segment information (continued) 5 SEHBER (K
For the year ended 31 December 2016: BEZS—FrA=+—ALEEIPERAT :
Discontinued
Continuing operations operations
SEIEE RiHEE
Innovation
husiness -
Mobile internet
hospital service,
Project and Product- cloud software
consultancy- based Innovation business, cloud The Group
based business business business express business  Elimination Total
BEHamE
ExR BERS -
EGE Em ERHES
FEER FEEHR I EREXE AMEE  EEAH
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETT ARKETRE AEBTT ARETT ARETR
Revenue (from external customers) Yt A (RESMEBEF) 1.444.927 387,058 30,222 36,570 - 188717
Operating profit i 3t 255,628 246,986 (37,780) 83,968 (215,934) 332,868
Finance costs — net B - 38 (26,000)
Share of losses of associates IERERENBRNE (17.613)
Profit hefore income tax kSRR 289,255
Income tax expense FEHER (301)
Profit for the year SRR 288,954
Depreciation and amortization TEREH 262,103 56,607 17,440 21,75 - 363,906
Provision for doubtful trade and RERIR
other receivables 26,653 - - 3,038 - 29,691
Fair value gains on REMREER
investment properties AREEFE 33,879 - - - - 33,879
Share-based payment MR GHAERNSH 56,212 2,156 959 - - 59,327
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Land use rights

The Group’s interests in land use rights represent prepaid operating lease
payments and their net book value are analysed as follows:

T fERE

FEEERE TR T ERENESERNEEHE

R RAREFESHMOT :

2017 2016

—Z—t5 —ERE

RMB’000 RMB'000

AR®TT AREFT

At 1 January ®—B—AH 125,405 128,766
Transfer to investment properties (Note 9) EALENEE (H9) (52,639) -
Amortisation charge HBHBEH (3,361) (3,361)
At 31 December ®+=B=+—H 69,405 125,405
The land use rights are located in the PRC and held on leases of between BABNEERN T AR RTE - HERERELD

40 to 50 years, and for self-use.

B505 R - YHFEEA -

TELEFR SRERRHEEERAR 113



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PNETE S EE
7 Property, plant and equipment 7 ABE- - IBRRE
Computer
and related Office Motor Leasehold
Buildings equipment equipment vehicles improvements Total
R i:bal
¥ 16 0 2 R NG ER MEEE At
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARBFR AREBFL ARETL ARETT AR®BF:
At 1 January 2016 R-Z-X§¥—-A—H
Cost A 771,863 94 287 19,657 24,959 39,478 950,244
Accumulated depreciation 25TE (100,753) (61,861) (15,252) (17,400) (23,199) (218,461)
Net book amount RS E 671,110 32,426 4405 7,559 16,283 731,783
Year ended 31 HE_Z-AE
December 2016 +ZRA=t—-HLEE
Opening net book amount HOERFE 671,110 32,426 4,405 7,559 16,283 731,783
Acquisition of a subsidiary WEF A
(Note 37) (PizE37) - 638 - - - 638
Additions B 73,863 24,920 3,008 4240 10,111 116,142
Disposals of subsidiaries RETAT (13) (3,379) (62) (110) (626) (4,186)
Disposals RE (2,190) (2,900) (9) (375) - (5,555)
Depreciation charge W& (24,150) (10212) (1,326) (1,899) (4,048) (42,5%)
Closing net hook amount HRIEESE 718,620 41,497 5,935 9415 20,820 796,287
At 31 December 2016 RZE-XE+ZA=1+-H
Cost AR 841,124 100,082 22,045 24,669 47,978 1,035,898
Accumulated depreciation 25 E (122,504) (58,585) (16,110) (15,254) (27,158) (239,611)
Net book amount RS E 718,620 41,497 5,935 9415 20,820 796,287
Year ended EE_2—tF
31 December 2017 +ZB=t—-HLEE
Opening net book amount HEREHE 718,620 41,497 5,935 9,415 20,820 796,287
Additions R 36,913 15,344 4,628 8,004 1,009 65,898
Disposals RE (26) (1,451) (338) (586) - (2,401)
Transfer to investment properties ~ BAREMEHE
(Note 9) (Riz9) (305,012) - - - - (305,012)
Depreciation charge wE (23,129) (9,913) (1,301) (4,242) (5,974) (44,550
Closing net hook amount HEREBE 421,366 45,471 8,924 12,591 15,855 510,213
At 31 December 2017 RZE—tE+-A=1+—-H
Cost BA 534,507 105,067 25,596 21,935 48,987 142,092
Accumulated depreciation ZiHTE (107,141)  (59,500)  (16,672)  (15,344)  (33,132)  (231,879)
Net book amount RERE 421,366 45,471 8,924 12,591 15,855 510,213

Depreciation of approximately RMB12,950,000 (2016: RMB9,810,000),
RMB5,847,000 (2016: RMB7,005,000) and RMB25,762,000 (2016:
RMB24,922,000) has been charged to selling and marketing expenses,
research and development costs and administrative expenses, respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

& Ot SRR M EE
7 Property, plant and equipment (continued) T TBHE -IRR®E (&)
As at 31 December 2017, none of the property, plant and equipment was BEZZ—tFTA=T—HBUEUTEE THK
used as security for bank borrowings (2016: Nil). HEERERNBITER (ZE—RF &) -
8 Intangible assets 8 EEEE
Trademarks, Computer Acquired
Development licenses and  software for customer
Goodwill costs copyrights ownuse relationship Total
[l K BEH
He WREE BRESEE SRR EFRE &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT AR®TR ARETL ARETL ARETRT ARETR
At 1 January 2016 R-E-"¥-F—H
Cost AR 109,871 1,734,641 151,692 20,650 6,240 2,023,094
Accumulated amortisation 25T - (1,225,462) (145,668) (19,674) (5512)  (1,396,316)
Accumulated impairment Z:HE (25,560) - - - - (25,560)
Net book amount REPE 84,311 509,179 6,024 976 728 601,218
Year ended EE_Z-RE
31 December 2016 +ZA=+—-HLEEE
Opening net book amount HREFE 84,311 509,179 6,024 976 728 601,218
Acquisition of a subsidiary BETAT
(Note 37) (Bt3E37) 181,245 - 33475 13223 26,149 254,002
Additions BN - 320,479 - 1,859 - 322,338
Disposals of subsidiaries RETAA (84,311) - - - (104) (84,415)
Amartisation charge EHER - (296,891) (11,631) (4,505) (4,983) (318,010)
Closing net hook amount BRIEESE 181245 532,767 27,868 11,553 21790 775,223
At 31 December 2016 RZE-RE+ZHA=1+-H
Cost AR 181,245 2,055,122 185,169 35,732 26,149 2483417
Accumulated amortisation ZEE - (1.522.359) (167,301) (24179) (4359)  (1708,194)
Net book amount RmSE 181,245 532,767 27,868 11,553 21,790 775,223
Year ended EE-2—tF
31 December 2017 +ZB=+—HLEE
Opening net book amount B EFE 181,245 532,767 21,868 11,553 21,790 115,223
Additions BN - 354,837 - 1,066 - 355,903
Amortisation charge BHER = (296,457) (6,688) (5,467) (5,230)  (313,842)
Closing net hook amount HEERE 181,245 501,147 21,180 1,152 16,560 817,284
At 31 December 2017 R-ZE—t&+ZA=1+—H
Cost AR 181,245 2,409,959 185,169 36,798 26,149 2,839,320
Accumulated amortisation SEHBH - (1,818,812)  (163,089)  (29,646) (9,589)  (2,022,036)
Net book amount RESE 181,245 501,147 21,180 1,152 16,560 817,284
“THEFR SEERE4EEERAT 110
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B PR IR AR RE

Intangible assets (continued)

Amortisation charge of RMB17,385,000 (2016: RMB20,495,000) and RMB296,457,000 (2016:
RMB270,557,000) has been charged to administrative expenses and research and development
C0sts, respectively.

Impairment of goodwill

Goodwill arises from the Group’s acquisition of Shanghai Guanyi
Cloudcomputing Software Co., Ltd (“Guanyi”) and was determined at the
date of purchase on 29 February 2016, being the difference between the
purchase considerations and the fair value of net identifiable assets of
Guanyi. Goodwill has been primarily allocated to the CGU of Guanyi 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 five-year
period. Management determined a projection period of five years based
on expected development trend of Guanyi and industry experience. Cash
flows beyond the five-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 cloud
services business in which the CGU operates. 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 2017 are as
follows:

ERRE (&)

AR H17,385,0007C (ZZ—7RF : AR%20,495,0007T)
WEHEREFATRER - AR296,457,0007T (=
TR ARH270,557,0007T) WBESHE AR E 5t A
RRFEKA -

HERE

BERENAREH LBESEMERMHARRAA
([E5)) Mk EE-T—R"E-A-TBKE
AR - ZABEREFUHRFEEAABEEINY
BEMEE - HEHAHELNPHECKLRBRSELE
TUETT TRER -

ReEHETWA DK ERECAEENE -5t 8A
AFBERARSRERN - KEEEERZN R TS
BHEE - ERERANDFREIRIREE HNRR
BRBLARITRERAE - BEZLFHNR LR
EFRBUATHRAGHMKEERRELES - ZER
ENBRReERETRENCEERERBEROR
HPERE - IRAzERERANGRTIE - ERE
BTN ARAS

—tEREEFEEMNIERRMT :

2017 2016

—Z—t& ZE-RF

Average EBITDA rate T BRI EB NG R 25% 30%
Average growth rate — within first 5 years FHRER - jiRF 21% 27%
Terminal growth rate after 5 years KERRE - AFHE 3% 3%
Pre-tax discount rate AL & 19% 19%

EBITDA rate equals to earnings before interest, taxes, depreciation and
amortization divided by total revenue.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A GBI RRHE
9 Investment properties 9 HEANEME
2017 2016
—Z2—+tF —E—RF
RMB’000 RMB'000
AR®TT ARETFT
At fair value LREE
At 1 January ®—A—H 882,620 848,741
Transfer from property, plant and equipment and RETEEMNLTIHEREEA
land use rights (Note 6 and 7) (KT=E6RFTZET) 357,651 -
Revaluation gains upon transfer SRR PTAEE 385,000 -
Fair value change DREEFARHFMNE 96,419 33,879
At 31 December B+=-B=+—H 1,721,690 882,620
(a) Amounts recognised in profit and loss for investment properties  (a) BEREMECEESMNEZHHE
2017 2016
—Z—t& —T-RE
RMB’000 RMB'000
AEB%®TT AEBETFT
Rental income AelA 70,004 70,666
Direct operating expenses from property that EFHSWANREEFEHEDN
generates rental income EREEER (1,768) (69)
68,236 70,597

An independent valuation of the Group’s investment properties was
performed by the valuer, Avista Valuation Advisory Limited, to determine
the fair value of the investment properties as at 31 December 2017.
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 2017 and 2016.

The Group’s policy is to recognise transfers into and transfers out

“EHT-A=tR ARERNREUFHER
B HMAstarF (B A AR AR RITEUGE - A
EFERAABE - PEPAKBEANEERELF
B REATITHREHA (F3B) EEE_T— L5
“E-RETZAZTHRAR

FEENBRRANEHEREMIERNRENRN - #

of fair value hierarchy levels as of the date of the event or change in RANEBEEEBROBEXBEA - FRE1 -2 3B 2ME

circumstances that caused the transfer. There were no transfers between

Levels 1, 2 and 3 during the year.

W EAEFEE -
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9 Investment properties (continued)

9

Fair value measurements using significant unobservable inputs

RALELE (§)
FAREXFTRRBANLRREHE (F3E)

(Level 3)

2017 2016
—Z2—tF —E-RF
RMB’000 RMB'000
AR®TTT AREFIT
At 1 January ®»—A—H 882,620 848,741
Net gains from fair value adjustment DR EEARNFHE 96,419 33,879

Transfer from property, plant and equipment and REE B E

land use rights TinfFFREEA 357,651

118 Kingdee International Software Group Company Limited

Revaluation gains upon transfer BRI E 385,000
At 31 December B+=-AR=+—H 1,721,690
Gains for the year included in profit or loss for FREBMNEENTREBAIGIERX -
assets held at end of the year, under BREAEREN [REEEBE
“Fair value gains on investment properties” NREEEEHKE] F 96,419 33,879

Valuation processes of the Group

The Group’s investment properties were valued at 31 December 2017
and 2016 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 (CFO).
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.

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.

Annual Report 2017
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B O IR AR EE

Investment properties (continued)

Valuation processes of the Group (continued)

As part of this discussion, the team presents a report that explains the

reasons for the fair value movements.

Valuation techniques

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

inputs include:

9 HRUFEME (K)

FREMHERE (1K)

S ER

TAEEHA

Z& uT umﬂ /E\E:éi

BE - BELAABEZDNERA -

ERAMARBNBENREREAMUE - BEX
BE - BLBABRE

Unobservahle

Relationship of
unobservable

inputs Description Range of unobservable inputs inputs to fair value
FTREHA i FURRHANEE FURRHAHL L REGRE
Term yields Based on yields extracting from terms of 5-5.5% (2016: 7%) The higher the term yields rate, the
current leases. lower the fair value
THEA R & REEHDETNHESHER 5-5.5% (ZF—7R%F : 7%) HEAKEESS  AnBE
ez AR R X ki
Reversionary yields Based on expected yields after expiry of 5-5.5% (2016: 7%) The higher the reversionary yields,
any current lease. the lower the fair value
TN R REEMERTNHEESOBER 5-5.5% (ZZ—7R4F : 7%) HESNER RN - AR E
B RSBmO R E EHE
Fair market rents Based on the actual location, type and RMB46 — RMB120 per month per square The higher the rental value, the
quality of the properties and supported meter (2016: RMB85 — RMB136 per month higher the fair value
by the terms of any existence lease, per square meter)
other contracts and external evidence
such as current market rents for similar
properties.
misHE REMENER S  FENEZ - STYHREAAREST 1207 miseds  2ABEES
WEAEMRFEEM G - Hf (Z2—RE:§FHAEA
BRMMDER (MInEL K )\EM‘SM —1367T)
BATTIETE) BT
There were no changes to the valuation techniques during the year. FABERMLELE

“TEFR SRERBRGAEEARAT
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10 Investments in associates

10 BERS

120 Kingdee International Software Group Company Limited

2017 2016

—E—tf ZE-RF

RMB’000 RMB’000

AR®TT AREFT

At 1 January »—B—AH 25,793 24,222

Interest in associates BABE R AR 1,272 1118

Dilution gain (Note 28) IRERERS (Ff3E28) 25,130 -
Recognition of share of prior year loss recognised AN T ERAURFEER

against loans to related parties (Note 39 (e)) (P 3E39(e)) (5,548) -

Share of losses of associates FHEBRERENERENE (15,227) (9,547)

At 31 December B+=-RA=+—-H 31,420 25,793

Set out below is the associate as at 31 December 2017 and 2016 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

WA REE " E—+ER " E—ANE+-_A=+—
AEREEFRARANSMELEANSHBEL
A FIRAB AR ABAER D2 HERREA AR

directly by the Group. The country of incorporation or registration is also LaR o KA MAER MM EEEEME -
their principal place of business.
Place of
business/ % of Nature of
country of  ownership the Measurement Carrying
Name of entity bRER incorporation interest relationship method amount
Ed A
BE A
REHE BE% MENKE HEE FE&E
2017 2016
2t TR
RMB’000 RMB000
ARBTR ARKETR
Zhongai Yunlian (Beijing) Finance  FRME$E (14 7) £RMES The PRC 5.56% Associate Equity 18,710 15,248
Information Service Co., Ltd. RBROAERAR AT s BeERT Emx

(“Zhonggi Yunlian”) HiE (R OEHE])

The Group has significant influence on Zhongqi Yunlian as one of directors of Zhonggi Yunlian
was appointed by the Group. During the year, there is an increase of share capital of Zhongqi
Yunlian. As a result, the percentage of ownership interest held by Kindee Software (China) Co.,Ltd
("Kingdee China”) reduced from 14.3% to 5.56% on 31 March 2017, which resulted in a dilution
gain of RMBY,055,000.

During the year, there is an increase of share capital of Shenzhen Cloudhub Network Co., Lid
(“Shenzhen Cloudhub”), an associate of the Group. As a result, the percentage of ownership
interest held by Shenzhen Hongjin Investment Ltd. reduced from 10.65% to 9.13% in July 2017,
which resulted in a dilution gain of RMB18,075,000.
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B O IR AR EE

10

11

Investments in associates (continued)

The summarised financial information of Zhongqi Yunlian as at the year
end is as follows:

10 BWERRE (8
TEERNERMBEERBIRAT :

Zhongqi Yunlian
P EE

2017 2016
—E—+tf —E-RF
RMB’000 RMB'000
AR%TT ARBTF T
Current assets TEEE 442,021 111,162
Non-current assets ERHEE 18,720 5,166
Total assets BEE 460,741 116,328
Current liabilities MEEE 123,962 8,378
Total liabilities BEE 123,962 8,378
Revenue I@N 38,176 10,742
Loss for the year FEBEX (36,230 (19,900)
Total comprehensive loss RABX (36,230) (19,900)

There are no contingent liabilities relating to the Group’s interest in the

EEEBEERTIELEER -

associates.
Financial assets at fair value through profit or loss 11 HARBENEARSEFARESNEMEE
2017 2016
—E—+t%F ZERF
RMB’000 RMB'000
AR%TT ARBETFT
Investment designated at fair value through profit or %Bz? E?%% NREEFEEEEFHTA
loss (a) =RIRE () 6,286 6,466
Profit guarantee arrangement at fair value through profit %&% Ei,%?;zﬁhﬂ StEREEEHHA
or loss (Note 37) BamR AR (MH537) = 16,707
Less: non-current portion B EREEN (6,286) (10,256)
Current portion MENER - 12,917

Changes in fair values of financial assets at fair value through profit or
loss are recorded in “Other income and gains — net” (Note 28) in the
consolidated income statement.

(a)

It represented the Group’s subscription of 10% preferred shares
issued by YiChuang Cloud Computing Co., Ltd..

AR EBEFERAZHF ABENEREENRAE
E2E  ERERA[EEBARFE - 58] 5k

GEZHE

@) REERBRIRAEARMERL

fi%

A10%fE %
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B PR IR AR RE

12 Trade and other receivables, entrusted loans and loans

12 BRERERGELS SXRRRETFRES

to related parties H®
2017 2016
—2—t% —E-REF
RMB’000 RMB'000
AR®TT ARETFT
Trade receivables (a) EUER R (a) 243,375 237,226
Less: allowance for impairment of trade receivables (b) W EMCEURE (D) (117,412) (111,156)
Trade receivables — net [EMBES — %5 125,963 126,070
Notes receivable e 24,751 20,921
Advances to employees (c) RESRHEERZ() 12,001 16,772
Prepayments BRR 62,305 95,110
VAT recoverable REZEER 41,592 49,348
Interest receivables i eillsy 35,298 22,099
Receivables from related parties (d) (Note 39) JEUK & 77 3R IE(d) (PHEE39) 6,449 4,946
Other receivables H Ao UK 11,198 22,652
319,557 357,918
Less: non-current portion AL IEmENE S
Prepayments BRH - (42,677)
Current portion mEE D 319,557 315,241
Loans to related parties (e) (Note 39) BYEE T ERE) (FE39)
— Current portion —nEaEn 104,979 -
— Non-current portion — ERBHBMR 59,160 158,591
164,139 158,591
Entrusted loans (f) ZRER()
— Current portion - nEHs 49,600 19,800
— Non-current portion — JEmEE = 49,600
49,600 69,400
Loans to third parties (g) BYIE=FTERQ)
— Current portion —nEEn 61,020 -
— Non-current portion — BB R 2,910 -
63,930 -
The carrying amounts of trade and other receivables approximate their fair EUERREMERF c EREEIRIESEND
value. The Group’s trade and other receivables are mainly denominated in NEE AFERKERREMERTEZUAARS

RMB.
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B O IR AR EE

12 Trade and other receivables, entrusted loans and loans 12 BEREZFHEGELKS SEESFRETHES

(a)

to related parties (continued)

The credit quality of trade and other receivables that are neither past due
nor impaired are assessed by making reference to historical information
about counterparty default rates, reputation, liquidity and other financial
information.

Sales are generally made without prescribed credit terms in the sales
contracts but customers usually take 1 to 3 months to settle the
receivables. Trade receivables aged more than 3 months had been
considered for impairment. At 31 December 2017 and 2016, the aging
analysis of trade receivables based on invoice date were as follows:

R (|)

HNRBBARERENRKE -

2EEMXHHT

MENE  BE  RPUMAMIBEENELERHR

AEEERRE -

(a) AEEEHEARTHERIRNERTERY  EEF
BEE-E2ZEARNINFR - AEELH={EA LM
BURRREZBAHRRERE - —T-RFR-_F—t

FHA=T-BREEROERD

HiE g

2017 2016

—E—+tf ZE-RF

RMB’000 RMB'000

AR®TT ARETFT

0-90 days 0—90K 78,675 69,754

91 - 180 days 91 —180K 13,315 8,962

181 - 360 days 181 — 360K 24,051 20,874

Over 360 days HBiB360K 127,334 137,636

243,375 237,226

(b) Movement on the Group’s allowance for impairment of trade receivables i (h) REBEWESHELEHZHNT :

as follows:

2017 2016

—2—+t% —EREF

RMB’000 RMB'000

AR®TT AEBETFT

At 1 January »—A—H (111,156) (112,703)

Provision for impairment AEEEE (38,277) (29,691)

Written off as uncollectible AHEETRER R R 32,021 22470

Reduce due to disposal of subsidiaries BEREBETAR - 8,768

At 31 December ®+=-RA=+—H (117,412) (111,156)

The creation and release of provision for impaired receivables has
been included in “administrative expenses” in the consolidated income
statement.

The other classes within trade and other receivables do not contain
impaired assets.

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.

AHEM IR A EYGRREERD A BER

HITIREM -

AR BAMRY T E MBI REEE -

ERE R EEARNOSAM A A LS ERYH
FRHEEE ARETHAEAEAER0ERR -
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B PR IR AR RE

12

(c)

(d)

(e)

(f)

124 Kingdee International Software Group Company Limited

Trade and other receivables, entrusted loans and loans
to related parties (continued)

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 on 31
December 2017, the Group did not advance any cash to the directors for
use on business activities.

Receivables from related parties were unsecured, interest-free, repayable
on demand and denominated in RMB.

As at 31 December 2017, the amounts represented loans to related
parties. These balances are denominated in RMB, with RMB 104,979,000
and RMB59,160,000 repayable on 31 December 2018 and 1 January
2019, respectively, and are interest-bearing at a rate of 5% per annum.

12

(c)

(d)

(e)

ERERRAMELR  SXRRREGFRES
2 J¢ )

MEREGEEAS
AERRENERSERNAFEE  AINARHER
- BERETEE - BERRARETHEE - B
E-T—tE-AS+— B AEEYEREFEY
FETHE -

FEUREETFATEERLENE  REBZXERE
B AARBEHE -

BI—2—tF+-A=+—R ZeBRGETHES
B - RENARKTE  AEE-_Z-\F+ZA=
+—REIH104979,000c BT~ ALF— A —HEH
#959,160,0007T + A% 15 45%

Entrusted loans () ZEER
2017 2016
—2—t%f —E-AF
RMB’000 RMB'000
AR%TT AEETFT
Non-current portion: FREE S
Entrusted loans ZiER - 49,600
Current portion: mEES
Entrusted loans (i) ZEER() 49,600 19,800

The entrusted loan is not past due nor impaired as at 31 December 2017.
The fair values of the entrusted loans approximated their carrying amounts
and the fair value hierarchy is level 2. The interest accrued was due within
12 months and presented in interest receivables.

The 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 15 July 2018 with a fixed rate of
return of 8.55% per annum, subject to deduction of 0.55% management fee
per annum.
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B O IR AR EE

12 Trade and other receivables, entrusted loans and loans 12 BEREZFHEGELKS SEESFRETHES

to related parties (continued) B ()
(g) Loans to third parties (1) BFEZHER
2017 2016
—2—+t% —E-RE
RMB’000 RMB’000
AR%TT ARETFT
Loans to third parties BYE=HER 64,576 -
Less: Provision for collective impairment
assessment of the loans B BFUREREE (646) -
Loans to third parties, net of provision BYE=FEN - FE 63,930 -
Less: non-current portion B FEREE S (2,910) -
Current portion mEE D 61,020 -
The loans to third parties are unsecured, bear interest at 6.48% to 14.40% BTYEZFEFREERER  BERFHEIEC48%3
per annum and are repayable with fixed terms agreed with the customers, 14.40% 2 fF - WEEEPEER .EHﬁFEJW 88 - B19
and all denominated in RMB. MARBEHE -
The fair values of the loans to third parties approximated their carrying DRTE=FEFN A BEELREEEEL A0
amounts and the fair value hierarchy is level 2. The interest accrued was BEERAFUE - AFTRMERMEET=EAR
due within 12 months and presented in interest receivables. 2IH - WHBRA LR S o
As at 31 December 2017, due to no loans was overdue and no significant BIE—Z—+tF+-A=+—0 BERTFEeH
change in credit quality, the Group performs collective impairment BERTNERERARBEEAE L  SEHAFHEN
assessment of loans to third parties by grouping together all its loans to = ARBREEMETA —BRITEKE SR BRI R
third parties with similar credit risk characteristics, a general provision of ERBI%EHRREERE -

1% of the principal was provided against the loan principals.
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B PR IR AR RE

13 Inventories

13 #H

2017 2016

—E—+tF —E—AE

RMB’000 RMB'000

AR®TR ARETT

Raw materials B 936 755
Finished goods BT 13,121 5,497
14,057 6,252

The cost of inventories recognised as expense and included in
“cost of sales” amounted to approximately RMB88,897,000 (2016:

FERATERABERALIIA [HERK] HEFHADAR
#:88,897,0007C (ZZ—/N4F : AR¥70,193,0007T) (BizE27) ©

RMB70,193,000) (Note 27).
14 Implementation contracts 14 ERER

2017 2016
—2—t% —TREF
RMB’000 RMB'000
AR%TT AREFT
Contract costs incurred BELE 7 ERKA 166,939 99,325
Contract profit recognised BERRERME 467,871 484,588
Less: progress billings o EHERE (525,905) (408,375)
Net balance sheet position for ongoing contracts AT TAR — FARAEH 108,905 175,538

Represented by: SRR
Due from customers on implementation contracts ~ JEUNE EBHEA RIZ 432,802 395,705
Due to customers on implementation contracts ENEFEHRARR (323,897) (220,167)
108,905 175,538
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15 Available-for-sale financial assets

15 THHESMRE

2017 2016

—Z—+tf —E—RE

RMB’000 RMB'000

AR®TR ARETF T

Wealth management products EEEEER 446,871 269,855
Less: non-current portion WA EmBER (50,053) (150,196)
Current portion mEE D 396,818 119,659

This represented the Group’s investments in various wealth
management products issued by commercial banks. These products are
principal-protected and have a term ranges from 3 months to 36 months.
None of these investments in wealth management products accounted for

IHHESREERFEEBENABERTRITNG
BEAEERER URRAZER HEEHRIES
BATE -RZB—+F+-A=Z+—ARZE—RF
T-A=t—R EERAEEHERBAREAEE

more than 5% of the Group's total assets as at 31 December 2017 and B5% UL EEEBEMNANBERCERERE

2016. The fair values of these investments were determined based on the B A EEE o
statements provided by the counterparties.

2017 2016

—E—+tF —E-RE

RMB’000 RMB'000

AER%TT ARETFT

At 1 January ®»—A—H 269,855 225,177

Additions o] 161,173 398,809

Disposals RE (584,424) (355,986)

Net gains recorded in equity EEEERIFFIE 267 1,855

At 31 December ®B+=-RA=+—H 446,871 269,855

The Group reclassified profits of RMB1,855,000 (2016: RMB92,000)
and no loss (2016: RMB3,978,000) from equity into profit or loss upon
disposals.

Available-for-sale financial assets are all denominated in the currency of
RMB.

AEE A REA,855,0007CHFE (ZZ—7R4F : 92,000
) RESEPEEREXR - AFEBX(ZT—X

1 30T 000T) HIENEHEERMSE -

AHHESREERBUARKEE -

TTHEER SRERBGREERAR 127
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B PR IR AR RE

16 Cash and cash equivalents

16 BReRALFRM

2017 2016
—E—+tF —E—AE
RMB’000 RMB'000
AR®TR AREFIT
Cash at bank and in hand (a) RITRERFR2() 2,154,749 2,087,145
Less: Short-term bank deposits (b) A EERITIERD) (1,095,820 (619,102)
Pledged bank deposits (c) ERRITER(C) (2,254) (3.274)
Cash and cash equivalents ReRBE2EEY 1,056,675 1,464,769
(a) Cash at bank and in hand was denominated in the following currencies: (a) BITRBEREUATIIEBE
2017 2016
—Z—-tF —T-RF
RMB’000 RMB’000
AR%TT ARBTF T
RMB ARE 1,752,977 1,602,156
USD ES 363,708 404,223
HKD i 36,660 79,520
Others Hit 1,404 1,246
2,154,749 2,087,145
(b) The effective interest rate on short-term bank deposits was 2.55% (2016: (b) MEAZENREAMBERITERNERF X A25%
2.18%) with terms ranging from 3 months to 12 months. (ZT—7RF 1 218%)
(c) SRERABRE

The bank deposits were pledged to banks as required in certain projects  (¢) BEARTELREERZEMD - HERES
the Group was tendering. Such pledged deposits will be released upon the %

closure of the tendering.
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B O IR AR EE

17 Subsidiaries 17 F28

The following is a list of the principal subsidiaries at 31 December 2017:

ATRARZE—tF+-A=+—RFEFAA:

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
HEBLARER HEEE  EEENER
ER IR TERY BETRE HEHLER BAHTEER SEHLER
a8 HEEERER RiGEHE #iE LE®l (%) el (%) el (%)
Kingdee China The PRC, limited liability Development, manufacturing — RMB530,000,000 100 100 -
company and selling of software
and hardware products
and provision of software-
related services in the PRC
SR T BREFAH e BUEREEHE  ARM530,000,000 100 100 -
REHER DRI
e R ITRT
i
Kingdee International Software Hong Kong, limited Sales of software products in 1SD1,000,000 100 100 -
Group (HK,) Co., Ltd. liability company Hong Kong
(*Kingdee HK")
SRERTHER (55 Eif - BREARR BlERHE B 711,000,000 100 100 -
BRARE ([2%E4))
Carterton Group Limited BVI, limited liability Investment holding in the BV 1SD1,000,000 80 80 2
company
Carterton Group Limited HEERHE RERR  EBEREE  £511,000000 80 80 2
BREFAR
Kingdee International Software Singapore, limited Sales of software products SGD100,000 100 100 -
Group (Singapore) Pte Ltd. liability company in Singapore
SHERTHE GTng) MK AREMERR  BUERSEE MR FIRE00000 100 100 -
BRAF
Crotona Assets Limited BV, limited liability Marketing and promation of USD50,000 100 100 -
company software products in the
BVI
Crotona Assets Limited RBGRHE BHERMEEE - F7150,000 100 100 -
BREARAH ERERES
Shenzhen Kingdee Tianyan The PRC, limited Sales of software products RMBA40,000,000 - 4 60
Middleware Corp., Ltd. liability corporation in the PRC
(*Kingdee Tianyan Middleware”)
(Note (a))
RS EREA RS HE - ROHERAR  BHEREE - RE ARE000,000 - 40 60

ARLAE
(B ()

“TEFR SRERBRGAEEARAT
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B PR IR AR RE

17 Subsidiaries (continued)

17 F2% (&)

The following is a list of the principal subsidiaries and at 31 December NTBR—E—tF+-A=+—HEETLH : (&)
2017: (continued)

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 (%)
|

HBAREE HFEE FREHES

BEmmbER TEEH BRITEF BROLER FHEOBER FHENEER
% EETRER REEME ] Ll(%) LEB(%) LR (%)
Shanghai Kingdee Degking The PRC, limited liability Sales of software products RMB20,000,000 - 100 -
Cloudcomputing Co., Ltd company in the PRC
LESREEEFEBRAR  HE - BRECAF BHERHE T AR 20,000,000 - 100 -
Xiamen Kingdee Software Co., Lid. ~ The PRC, limited liability Sales of software products RMB10,000,000 - 100 -
company in the PRC
EfeRRHARAR HE - EREARR BHELEES - RE AREN000,000 - 100 -
Shanghai Kingdee Software The PRC, limited liability Sales of software products RMB10,000,000 - 90 10
Technology Co., Lid. company in the PRC
LEeBuUREERAR B EREALT  BHELHES RE AREN0000,000 - % 10
Kingdee E-commerce Technology ~ The PRC, limited liability Provision of online financial RMB30,000,000 - 80 2
(Shenzhen) Co., Ltd. company services in the PRC
SREFEBRAM (R HEABREARR RCHBRE B ARE30000,000 - 80 2
BRAT]
Guangdong Kingdee Software The PRC, limited liability Sales of software products RMB30,000,000 - 100 -
Technology Co., Ltd. company in the PRC
EReRUMRZERAT  HE FREARA  BHERHEE-RE ARES000,000 - 100 -
Taiwan Kingdee Software Co., Ltd.  Taiwan, limited liability Sales of software products TWD10,000,000 - 100 -
company in Taiwan
EERUMARAR mEEE FERECAT RHEREE PEEE  5%10,000,000 - 100 -
Yiyang Kingdee Software Co., Ltd. ~ The PRC, limited liability Sales of software products RMB10,000,000 - 100 -
(*Yiyang Kingdee’) company in the PRC
whE KRN ERAR e AREARR FHE@EE PR ARE0000,000 - 100
(55 2%)
Shanghai Kingdeg Software The PRC, limited liability Sales of software products RMB20,000,000 - 100 -
Technique Co., Ltd. company in the PRC
DEeGEMHRMERAT B BREMRR  BHERES PE ARE,000000 - 100 -
Hunan Kingdee Software Technology ~ The PRC, limited liability Sales of software products RMB20,000,000 - 100 -
Co, Lid. company in the PRC
FReREARNERAR  E AREARA  HHERHEE-RE ARE0000,000 - 100 -
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B O IR AR EE

F&F (1))
ATARZE—+EF+ZA=+—BFEFRA : (&)

17 Subsidiaries (continued) 17
The following is a list of the principal subsidiaries at 31 December 2017:

(continued)

Proportion of Proportion of
ordinary Proportion of ordinary
shares ordinary shares
Particulars directly shares held by non-
Place of incorporation and Principal activities of issued held by held by controlling
Name kind of legal entity and place of operation share capital parent (%) the Group (%) interests (%)
H
HEBAREE HESEE  EEENER
BRI R TEEH EBTRE  HAoBER 2 RENLER  BEOLER
a8 EEERER RESHE i LB (%) LE(%) LB (%)
Kingdee Degking Cloudcomputing ~ The PRC, limited liability Sales of software products RMB50,000,000 - 100 -
(0., Ltd (2016: Shenzhen Kingdee ~ company in the PRC
Qisi Technology Co., Lid.)
PREREHERRAA B AREARR BMELEE - RE ARES0000,000 - 100 -
(Z2—7F Rk
FRMBEERDA)
Kingdee Viehicle Network Technology  The PRG, limited liability Development of internet RMB80,000,000 - 10 15
Co., Lid. (*Kingdee Vehicle") company technology in the PRC
SRABMANEERAR BB BREMLR  EERORGEE RE  ARE80,000000 - 70 15
(le%AE])
Guanyi The PRC, limited liability Sales of software products RMB10,000,000 - 91 9
company in the PRC
B9 B BREFAH BHERHE  hHE AR 10,000,000 - 9 9
Guangzhou Deeking Small-Loan The PRC, limited liability Sales of software products RMB100,000,000 - 100 -
Co., Lid company inthe PRC
BTk EERBRAR  E - BREMLA  OHERES PE  ARE00,000000 - 100 -
Shenzhen Kingdee Jingdou Cloud ~ The PRC, limited liability Provision of online financial RMB12,000,000 - - -
Internet Technology Co., Lid. company services in the PRC
(formerly known as Shenzhen
Kingdee E-commerce Service Co.,
Ltd.) (Note (b))
AMIBFAZRENRERAR  $E EREALA  RERLERMN AR 12,000,000 - - -
(ZAZRMITEEREE R - B
FRBREERAR) WD)
Beijing Kingdee Government and The PRC, limited liability Sales of software products RMB50,500,000 - - -
Public Software Co., Ltd. (Note (b))~ company in the PRC
IRmeSRBRHERAT FE EREALT  BHELHEE - RE ARE50500,000 - - -
(FitE(b))
Kingdee Credit Co., Lid. (Note (b))~ The PRC, limited liability Development and service of RMBA50,000,000 - - -
company software in the PRC
SRIEEERRAR (M)  HE-EREARR  BHHERBERZ - =B ARES0000,000 - - -
Shenzhen Kingdee Pay Technology  The PR, limited liability Development of online pay RMB100,000,000 - - -
Co., Ltd. (Note (b)) company technology in the PRC
MmeELARHERAT FE EREALR  GLINERSMHRH  ARE00000,000 - - -

(F&E(b))

BRI -
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B PR IR AR RE

17 Subsidiaries (continued)

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 summarised financial information of the relevant subsidiaries

is presented separately.

Note:

(a)

132 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

B R RMIE
18 Share capital and share premium 18 BFEMERFRR
Number of Share Share
shares capital premium Total
BE®E ROKEE BERE &t
(thousands) RMB'000 RMB'000 RMB'000
T AREBTLT AR%®TT  ARETR
At 1 January 2016 —E-RE—-F—HE&ER 2,918,148 71,972 1,682,784 1,754,756
Employee share option scheme BBkt E
— Value of employee services received  — B TR EE (Fi3E29)
(Note 29) - - 34,678 34,678
— Exercise of share options (Note 21)  — F7EERE AR (FfaE21) 29,692 580 23,213 23,793
Share award plan B in B2 Eh =T 3
— Value of services received (Note 29)  — FRF&(E(E (Ki329) - - 24,649 24,649
At 31 December 2016 “E-XE+ZA=t+—HER 2,947 840 72,552 1,765,324 1,837,876
At 1 January 2017 —E—tF¥—HF—HER 2,947,840 12,552 1,765,324 1,837,876
Employee share option scheme BIBhkEstE
— Value of employes services received ~ — B L ARSB(E (M3T29)
(Note 29) - - 20,482 20,482
— Exercise of share options (Note 21)  — 77{EEER%E (Ki21) 12,279 265 17,967 18,232
Share award plan M tn 2Bt 2
~ Value of services received (Note 29)  — FRF&EME (Fff3E29) = = 42,391 42,391
— Transfer shares to the awardees - REBEBRHEBEEREA
upon vesting - - (16,056) (16,056)
Cancellation of shares R R (55,566) (1,218) (148,819) (150,037)
At 31 December 2017 “EZ—tE¥+ZA=1+—H#ER 2,904,553 71,599 1,681,289 1,752,888
(@) The total authorised number of ordinary shares as at 31 December @ BEZ—+F+A=Z+—0 TBERNE
2017 was 4,000,000,000 (2016: 4,000,000,000) shares with a par T B 4% 540000000000 (= F — K F
value of HKD0.025 (2016: HKD0.025) per share. All issued shares 4,000,000,0000% ) - T A% E 1B =8 #0.057T (=%
were fully paid. —A~F BREEEK0025T) - AARETH

MERNHEEZEHR -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B PR IR AR RE

19 Other reserves 19 RtGEos
Statutory Shares
surplus Available- held
Merger Capital reserve Conversion forsale  forshare  Buy-hack Other
reserve reserve fund  Revaluation option investment award plan  of shares  Translation 1eserves Total
Eingh
EERB M RERE
AHERE  EFOE LHEe Eff WERGEF HERR B EEERH wE AR &t
RMB'000  RMB'000  RMB'000  RMB'OO0  RMB'0O0  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ABRTT ARRTT ARRTRT ARRTR ARRTR ARRTRT ARRTR ARRTR ARRTR ARRTR ARRTRL
Note (a) Note (b) Note (c) Note (d) Note (e)
Wik (a) Wik (b) W (c) Wk (d) Wik (e)
At1 January 2017 ZS-tE-A-AKR 6,570 253,488 138,762 129,549 8,696 1,855  (138,422)  (16,991)  (12,140) 28,787 400,154
Change in fair value DEEEY - - - - - 27 - - - - 267
Reclassify to profit and loss upon disposal ~ EEREA FEER - - - - - (1,855) - - - - (1,855)
Revaluation gains upon transter (Note 9),  EiAiBTR B ki
netoftax (GERE = = - - - - - - - 36500 346,500
Currency translation differences NEREZE - - - - - - - - 11,221 - 11,21
Transactions with non-controlling infprests 2 FEME R # BV 5
(Note 36) (Frss6) = = = = = = = = - (95,025)  (55,025)
Value of employee services received BTRGER - - - - - - 5,224 - - - 5,224
Transfer shares to the awardees REBRBRHESE
upon vesting EEBA = - - - - - 12,01 - - - 12,021
Shares purchasd for share award plan R REED O = - - - - - (d0,841) - - - (d0,841)
Buy-back of shares IR = = = = = = - (133,046) - - (133,046)
Cancellation of shares HEnRG = - - - - - - 150,087 - - 150,087
At 31 December 2017 ZE-tE+ZAZ1+-A
1] 6,570 253,488 138,762 129,549 8,696 267 (162,012) - (913) 320,262 694,669
Statutory Shares
surplus Available- held
Merger Capital eServe Conversion for-sale for share Buy-back Qther
ESEIVe 6SeIVe fund  Revaluation oplion ~investment  award plan of shares  Translation 8SEIVES Total
BOEL)
EERE o HERE
AR AADE N Bff TEREF HERE Ry EERH wE  EEk At
RMB1000 RMB1000 RMB1000 RMB1000 RVB1000 RVB1000 RMB1000 RMB1000 RVB1000 RVB1000 RVB1000
ARETT ARETT ARETR ARETT ARETT ARETR ARETR ARETT ARETT ARETR ARETR
Note (a) Note (b) Note (c) Note (d) Note (¢)
Hita) ()] i} W) HtsEe)
At1 January 2016 Z5-~E-f-BEH 6,570 253,488 138,762 129549 8,69 (3,886) (44,498) - (3.415) 20,497 512,763
Change in fair value BEEH - - - - - 1855 - - - - 1855
Reclassify to profit and loss upon disposal ~ EERENFEER - - - - - 3886 - - - - 3886
Currency translation differences MENEER - - - - - - - - (8,725) - (8,725)
Transactions with non-confrolling interests ~ EEFEHEHI MRS
(Note 36) (GEXD) - - - - - - - - - 1290 1290
Shares purchased for share award plan BOELHELELO) - - - - - - (93.924) - - - 93.924)
Buy-beck of shares BERH - - - - - - - (16,991) - - (16,991)
At 31 December 2016 CE-RETCA=T-H
&4 6570 253,488 138,762 129549 8,69 165 (138422) (16,991) (12,140) 2,787 400,154
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B O IR AR EE

19 Other reserves (continued)

(a)

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.

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

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.

During the year ended 31 December 2017, the Group purchased
13,216,000 (2016: 37,878,000) ordinary shares in the Company
for a total consideration of HKD48,082,000 equivalent to
approximately RMB40,841,000 (2016: HKD108,007,000, equivalent
to approximately RMB93,924,000) 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.

During the year ended 31 December 2016, the Group purchased
48,966,000 (2016: 6,600,000) ordinary shares in the Company for a
total consideration of HKD150,783,000 equivalent to approximately
RMB133,046,000 (2016: HKD18,980,000 equivalent to
approximately RMB16,991,000) for cancellation. All these ordinary
shares, representing 55,566,000 shares of the Company, have been
cancelled during this year.

19 Rftufm (#)

(@)

“TEFR SRERBRGAEEARAT

AHREEHBERARNRARAKNBERNELRS
REARNERREZTHROEENZR

BARNBEEIBIEHFERANTRBRNRMNBRE
ME D FARIMRBEER -

AARNHEHERAARETENERRAE
NIRRT ZRAER - wEREHERFAR
HEZANTRERADMINEAREES B
ERREESBERENEZTMEARN% - #i
EREERMERIBRAGWERT AR
ZTBRIEMER -

BE_Z—+ET_A=+T-BHIHNREH
A EEERG REE T (21 () B
48,082,0007C (497 ARH40,841,0007T) (ZZ—<
% ¢ JB5108,007,0007T - £78 ARH93,924,0007T)
FANREREE3216000R AR LAR (Z2—X
137878000 - FARFEMHOKEEED
Wz @ED -

BE-TR"FT-A=T-ALMBEHER
£ B LA 7E 5150,783,0007T (4975 A KR 133,046,000
70 (ZF—7RF « 718,980,007 (ARARY
16,991,0007T) ) A48 (B HE E 48,966,000 (ZF —7<
6,600,000 B2 A ERBAN BEEH - AF
F 8 #955,566, 0008 2 7 & @AM B 2 AP aEH -
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Bt RRME
20 Retained earnings 20 HEEna
RMB’000
AR®TRT
At 1 January 2016 R-E—RE—HF—H 949,550
Profit for the year FEMHE 288,230
At 31 December 2016 R_E—-R"E+ZA=1+—H 1,237,780
At 1 January 2017 A_Z—tE—HA—H 1,237,780
Profit for the year FEERE 310,004
At 31 December 2017 R-E—tF+=B=1+—H 1,547,784
21 Employee share-based arrangements 21 RIRRH
(a) Share option scheme (a) HEBRAEEE

At the annual general meeting of the Company convened on 8 May
2015, the Company terminated the 2005 Option Scheme and adopted a
new share option scheme (the “2015 Option 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.

The vesting period of the share options granted is 4 years and the vesting
schedule is 25% after 12 months from the grant date, 25% after 24
months from the grant date, 25% after 36 months from the grant date, and
25% after 48 months from the grant date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B O IR AR EE

21 Employee share-based arrangements (continued)
(a) Share option schemes (continued)

(i)

Movements in share options
Movements in the number of shares under the options outstanding and

21 RIRMARH ()
(a) TRBRMEEE ()

(i) MWhkEgH
RATTENRERERR LEBEN I FOTEENE

their related weighted average exercise prices are as follows: BT
2005 Option Scheme 2015 Option Scheme
2005k & 2015 &
No. of No. of Total no.
Average shares Average shares of shares
exercise under the exercise under the under the
price options price options options
BRFY HBERIET BERTFY HWERET MBBRIET
TR B B &5 TR MBS MBRHSH
HKD thousands HKD thousands thousands
L Fit L Fit Fit
At 1 January 2016 RIE—RE
—B—H 1.60 226,127 460 40,000 266,127
Exercised (Note 18) BITE (KI5E18) 1.00 (29,692) - - (29,692)
Lapsed/Forfeited BRH/ BRI 0.54 (51,487) - - (51,487)
At 31 December 2016 RIE—RE
+=-A=+—H 2.10 144,948 460 40,000 184,948
Currently exercisable as RIE-RE
at 31 December 2016 +=BA=+—H
AJ{T{E 2.10 124535 460 10,000 134,535
At 1 January 2017 R-Z—+t5
—HB—H 2.10 144,948 4.60 40,000 184,948
Exercised (Note 18) 2171 (Fi3E18) 1.69 (12,279) - - (12,279)
Lapsed/Forfeited BRM /BRI 2.11 (12,747) 4.60 (1,100) (13,847)
At 31 December 2017 R-B—t5
+ZA=+—H 2.14 119,922 4.60 38,900 158,822
Currently exercisable as RIZ—+tF
at 31 December 2017 +Z-A=+—H
AT 2.12 115,498 4.60 18,900 134,398

During the year ended 31 December 2017 and 2016, no share option was
granted to directors of the Company.

As at 31 December 2017, the expected retention rate was assessed to be

80% (2016: 85%).

—BORBEERT -

(2B : 85%)

R-Z—+EFE+-_A=+-BR-_T—"F+-A=T

REZZB—+F+-A=+—H BHEIREEXRE0%
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SHTBRRME
21 Employee share-based arrangements (continued) 21 BIR=REE(E)
(a) Share option schemes (continued) (a) FHEBRMEEE (W)
(ii) Outstanding share options (i)  RITMERERE
Details of the expiry dates, exercise prices and the respective number of RZBE—+&+-_A=+—BE-_Z—~"F+-A=1
shares under the options which remained outstanding as at 31 December —B - WRTENBRENIHA  TEEREENH
2017 and 31 December 2016 are as follows: BEENT :
Number of shares under options
IR E TR B
Expiry date within Range of exercise price after the bonus issue of the shares 2017 2016
E%H B A& SRITERER —Z—tF —E-REF
HKD per share thousands thousands
a%mk Fat Fif
2017 0.94-1.81 - 4,883
2018 0.95-1.75 2,332 5,295
2019 1.15-1.87 36,780 39,889
2020 3.11-4.25 17,813 20,662
2021 3.75-4.28 17,683 19,528
2023 1.31-1.34 26,120 31,882
2024 2.66 19,194 22,809
2025 4.60 38,900 40,000
158,822 184,948
(iii) Fair value of options (i) EERENIRERE
There was no option granted during the year ended 31 December 2017 BEZZ—t5TA=+—HINESHREERE
and 2016. AR -
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B R RMIE
21 Employee share-based arrangements (continued) 21 BIRREE(E)
(b) Share award plan (b) BefpsEmHEtE

The board of directors adopted a share award plan (“2009 Plan”)
on 25 March 2009 for the purpose of recognising the rewarding the
contributions of the eligible persons. The Group adopted a new share
award plan on 4 December 2015 (“2015 Plan”) and the shares under 2009
Plan were transferred to 2015 Plan.

ARAEEERFENEA~+EARERMRY
wHHE (HE-TTA) - ZRGHEEERYR
EHAFETEHNES - RAN-F—RE+ AW
BRAHRO AW S (H8-F-5)) #8-F
PARRHEETHE T -

held for the share

No. of shares
No. of awarded

award plan shares Balance

Ripsematal  RDEmMR
FRBE EFHE #at
thousands thousands thousands
Fat Fat Fat
At 1 January 2016 —Z-X"¥—H—H 21,412 (5,300) 16,112
Purchased and held BEITEA 37,878 - 37,878
Awarded BT - (22,948) (22,948)
At 31 December 2016 —E-X"E+ZHA=+—H 59,290 (28,248) 31,042
At 1 January 2017 —Z—t%¥—-A-H 59,290 (28,248) 31,042
Purchased and held BEIHRHA 13,216 - 13,216
Awarded By - (26,660) (26,660)
Lapsed/Forfeited BRH /B2 - 146 146
At 31 December 2017 —2—t&+ZA=+—-H 72,506 (54,762) 17,744
During the year ended 31 December 2017, 26,660,000 shares (2015: BIE—ZT—+tF+-A=1+—H QAREENERER

22,948,000 shares) were awarded to directors and senior management of
the Company.

The fair value of the awarded shares was calculated based on the market
price of the Company’s shares at the respective grant date. The expected
dividends during the vesting period have been taken into account when
assessing the fair value of these awarded shares.

The weighted average fair value of shares awarded during the year 31
December 2017 was HKD3.16 per share (equivalent to approximately
RMB2.79 per share).

A BHEF26,660,000 (= Z — 74 - 22,948,000)3% 22 B fik
e

ZERNOD A BENSTERARERMNTISEER
AE - EEEBROOAA BERC ERTESSH
HTRHIAE, -

“E-EFENBRESHRZR M RN NE TS
NEEREBRBEBBTHNSERARE
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B PR IR AR RE

21 Employee share-based arrangements (continued) 21

(b) Share award plan (continued)

(b)

Details of the Awarded Shares awarded during 2016 and 2017

BIRARH (W)
BRinsEMET &) (#%)
ZE-RER-Z—EERFRHEA

Date of award

Number of
Awarded Shares Average fair
awarded value per share

Vesting period

B R se Bt & BEFY
SE A BT¥HE [REE TESHFH
(thousands) (HK$)
F&t B
19 May 2017 25,910 3.16 30 April 2018 — 30 April 2021
—E—+FRA+AIHA —E-\FRAZ+HE-E-—FMA=1H
19 May 2017 600 3.16 18 March 2018
“Z—+FRA+NA ZE-NF=A+NH
08 August 2017 100 3.30 18 March 2018
ZT—+FNANA —N\E=A+/\RB
13 September 2017 50 3.56 30 April 2018 — 30 April 2021
“E—+FNA+=H T \FEMASHRE-_Z-—FMA=+A
22. Borrowings 22 f&®
2017 2016
—Z—tf —TRF
RMB’000 RMB’000
AER%TT AREFT
Non-current FERE
Non-current portion long-term bank borrowings, unsecured REpIRITER - BEA 23,625 171,775
Non-current portion long-term bank borrowings, secured (a) REBBITEF - EHR@) 52,200 58,725
Convertible bond (b) AJEEAE () 1,117,678 1,185,096
1,193,503 1,415,596
Current R E
Current portion of long-term borrowings, unsecured REBIRITE R PRSI, - | 148,501 74,150
Current portion of long-term borrowings, secured () RERITEZTP RS, - G () 6,525 6,525
155,026 80,675
1,348,529 1,496,271
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B O IR AR EE

22. Borrowings (continued) 22
At 31 December 2017, the Group’s borrowings were repayable as follows:

e (%)
T —+tE+ZA=+—H AEEEFOERHN
T

2017 2016

—E—+tF§ ZE—RF

RMB’000 RMB'000

AER%TT ARBETFT

Within 1 year 1R 155,026 80,675
Between 1and 2 years 1226 1,193,503 154,675
Between 2 and 5 years 2&5F - 1,260,921
1,348,529 1,496,271

The carrying amounts of the Group’s borrowings are denominated in the PIN-S

following currencies:

ERERNRASEUTIEEAEL

2017 2016

—2—+tf “E-RF

RMB’000 RMB'000

AERBTT ARET T

RMB AR 230,851 311,175
USb e 1,117,678 1,185,096
1,348,529 1,496,271

The Group’s bank borrowings bear average interest rate of 4.61% (2016:
4.67%) per annum.

Except the convertible bond mentioned in Note (b), 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 (2016: within 1 year).

The fair value of the non-current borrowings as of 31 December 2017 is
RMB1,180,361,000 (2016: RMB1,398,790,000), which is based on cash
flows discounted using a rate based on the average interest rate of 4.13%
(2016: 4.16%) 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.

AEENRTEROERFOERENER461% (=
T—RF  467%) -

BRETEE(D)ER R BV PT BB HRE 5 IA D - R KB B SR A
FENE BFREERBRANEXEH NANENTE
ERBFAENRRA—FUAR (ZT—RF: —F)
M) e

BE-T—F+-A=t-AERDERNAL
BEAARBI1803610T (ZE—XRF: ARK
1,398,790,0007T) - ESRAF2ER A BEE - BER
SMENFHFIEI% (ZF —NF « 416%) 5 B 5

Jete
B o
B

ZAERAEEROFETA  RBERORK
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22. Borrowings (continued)
Note:

(a) As at 31 December 2017, long-term bank borrowings of RMB58,725,000
were secured by pledge of the shares of Guanyi held by the Group (2016:
RMB65,250,000).

(b)  The Group issued US$175,000,000 4.0% convertible bond on 14 April
2014. The bond matures in five years from the issue date. The bond 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 bond recognised in the statement of financial position are
calculated as follows:

22 &R (&%)

Bitst

@ HEZE-—tFt-A=1t—H rEEURFEZNOR
17 ¥ AR 158,725,000 (ZF —7<4F : 65,250,0007T) &)
RERTEFETER -

b FEER-Z-NFENATOAERTRABEAET
175,000,0007C » 7| =4 0% AJBHE S o W BEHREIT
AERE REREE - IBABSSAATTERBES
BHRARG  REL-Z-NFIA-TRASZKE
ZEHMARTA (BEERMX) 25BRAERE AL
ZHERTAERLE  ARERBRINER (BE
BRERIERTAIS0ET) - AERERERAK RN
MBERETESNET - AEEXBNRERBESR
KA EEEEARZAABRARY © TERAFFS
B EENSEEAKOEENEZERITATE
mEsREE (M)

ERBRRR BRI ELEFHELT -

RMB’000
ABRBTT

Liability component at 31 December 2015 RIE-AF+ZA=Z+—HMERAREG 1,108,018
Interest expense FEER 47,873
Interest accrued eS8 (46,496)
Effect of currency translation INEHEERSE 75,701
Liability component at 31 December 2016 RIE—-RETZA=+—HWABRARBR 1,185,096
Interest expense FIEEBMA 48,635
Interest accrued JERTFIE (47,196)
Effect of currency translation INEEERYE (68,857)
Liability component at 31 December 2017 AZE—tF+Z A=+ AR RERBH 1,117,678

Interest expense on the liability component of the bond was calculated at
the effective interest rate of 4.22% per annum.
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B O IR AR EE

23

Deferred income tax

The analysis of deferred tax assets and deferred tax liabilities is as

23 BERER

BEREREENELTAGRABBITAOT :

follows:
2017 2016
B+t —TRF
RMB’000 RMB'000
AR®TRE ARETR
Deferred tax assets: ERFEHEE
— Deferred tax assets to be recovered - BBNEARKENETNEHEE
after more than 12 months 55 2,846
— Deferred tax assets to be recovered -~ EREARKENETEHEHRERE
within 12 months - 1101
55 3,947
Deferred tax liabilities: EEFMEHEE
— Deferred tax liability to be recovered —BBEREARRDMEEMEHREE
after more than 12 months (156,517) (100,777
— Deferred tax liability to be recovered -~ HEREARKEMELCHERaE
within 12 months (4,081) (2,041)
(160,598) (102,818)
Deferred tax liabilities (net) BEMBMAR (38) (160,543) (98,871)
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B Ot SRR M EE

23 Deferred income tax (continued) 23 BREFRBR (]|)
The movement in deferred income tax assets and liabilities during the FRELHEHREENBE CREEREHRIER—H
year, without taking into consideration the offsetting of balances within the HEAEKE) WESHIT

same tax jurisdiction, is as follows:

Credited/ Credited/

Acquisition (Charged) to (Charged) to Credited/

02 the income At the income (Charged)
At1January  subsidiary  Disposals of statement 31 December statement to Reserves At 31 December
2016 (Note 37)  subsidiaries (Note 31) 2016 (Note 31) (Note 19) 2017
i3 tnbd R EREX R
S i A&/ - Y2 AE/ BEAE/ —E-tf
ZE5E TR BE (k) +2A (%) (H0K%) +2A
-A—8  (fEE) FRE o (M) Sar= (WaE31) (WE19) 2=z
RMB000 RMB1000 RIMB000 RMB000 RMB’000 RMB’000 RMB’000 RMB’000

ARETTL ARBTR ARBTLT ARETR AERTR AE®TR AERTR AERTR

Deforred fax assels ~ BEFTSHAE
- Allowance for bad and — RIZEEEf

doubtul debis 0167 - - ) 17,861 (2,319) - 15,542
- hmotisation o — BjEE(HE
computer software 16,299 - - (931) 5,028 (1,603) - 4,325
-hecumulated loss— — RERTER
ecovered within -+~ MZHEE
v yars 14952 - () 5,509 (5,509) - -
- Over-claimed -BIMELE
advertisement 931 - - 1,015 1,946 (1,946) - -
- Deferred government  — EEH B
grant - - - - - 9,015 - 9,015
53349 - 6007) (16,008 31,204 (2,362) - 28,882
Deferred tax iabilites  ELFIEHER =
- Deferred development — EREFIER A
£0sts (76,359) - - 18,409 (57,950) (12,133) - (70,083)
- Fairvalug suplus of - — B/ AESE(E
intangible assets (10) (14462) 16 1,79 (12,761) 2,041 - (10,720)
-FRairvalug gains on -~ — REUEHE
investment RrBEEE
Dropeties (8251) - Al (59,404) (10,718) (38,500) (108,622)
(590087 (1460 6 43418 (130,115) (20,810) (38,500) (189,425)
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24

B R RMIE
23 Deferred income tax (continued) 23 BREFMBR (#)
Deferred tax assets are recognised for tax loss carry-forwards to %ﬁ&ﬁiﬁﬁ%@ﬁﬁﬁﬁﬁﬁ%bﬂ&@L‘AﬁTHﬁFEEJE’J“‘HHPﬁ/E
the extent that the realisation of the related tax benefits through the B ENEERENF R - EZFERUERA
future taxable profits is probable. As at 31 December 2017, due to the K CERERIBBETHEHEE - EEA,Y—{
fact that the directors are not certain of whether future taxable profit F+-_A=T-HEBEEIBERGALAFER
would be available, the Group did not recognise deferred tax assets ALE AEFBWTRERRTENAREBARE
of RMB102,202,000 (2016: RMB92,748,000) in respect of tax losses 47209200 (ZE—A~"EFE+ZA=+—H: AR%
amounting to RMB472,092,000 (2016: RMB475,289,000) in certain 475,289,0007T) KYIEE FT /5 B & & A R 102,202,0007T
Group’s subsidiaries, which can be carried forward to offset against future (Z2E—RF+ZA=1+—H: AR%92748,0007T)
taxable income, all of which will expire in 2018 to 2022 respectively. BEZZ—\FE_Z-FREKY -
Trade and other payables 24 FEFERREMERR
2017 2016
—E—+tf —E—RF
RMB’000 RMB'000
AR¥TR ARETF T
Trade payables (a) and (b) FERTERZA(a) (b) 18,533 19,435
Salary and staff welfare payables ERFERETIEH 169,673 110,604
Advances from customers BEF&Ze 185,023 142,085
VAT and other tax payable EREERREMTE 54,310 44120
Accrual for expenses ERER 44,913 14,294
Construction fee payable e TR2F0R 21,968 12,738
Unpaid business acquisition consideration REF Fﬁ%m 91,388 55,440
Deposits of distributors ERRES 63,908 38,667
Interest payable TERTFE 9,529 10,116
Others Hip 18,875 6,374
678,120 453,873

(@) The fair values of trade and other payables approximate their
carrying amounts. The carrying amounts of the Group’s trade and

other payables are mainly denominated in RMB.

() ENRAREBENHZAABERIKRSERE
{BfE - AAFZ RSB RN RN A M B 5K
BZREREETEUARKHE -
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Bt RRME
24 Trade and other payables (continued) 24 EREFREMEMCR ()
(b) At 31 December 2017, the aging analysis of the trade payables ) RZT—tF+-A=1+—H AEBEMER
based on invoice date is as follows: REZZARNREATOT
2017 2016
—E—+tF§ —E-RF
RMB’000 RMB'000
AR%TT ARETF T
0-180 days 0-180% 11,573 12,024
181-360 days 181-360% 2,720 1,041
QOver 360 days [ ERIIPN 4,240 6,370
18,533 19,435
25 Deferred income 25 SEEWA
2017 2016
—E—+tF —E—RF
RMB’000 RMB'000
AR®TR ARBTF T
Deferred service fee income (a) ELERBIA () 113,313 87,803
Deferred government grant (b) ERETUATIE B #5885 (b) 84,514 37,564
197,827 125,367
(@) The amount represents service fees received in advance from @) ZFEASEEERNZFPALEEXERIER
customers for software implementation and cloud services to be NRORERGEERERBBA - EREEHRH
provided in periods beyond the financial year end. BRABER
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SO R RMET
25 Deferred income (continued) 25 GEREWA ()
(b)  Movement of deferred government grants is as follows: (b) ETEEIMANEEOT -
2017 2016
—2—+t% —E-RF
RMB’000 RMB’000
AR®TT ARETFT
At 1 January »—HB—H 37,564 21,650
Additions 21 83,609 44,046
Recognised in the income statement RBERER (36,659) (28,132)
At 31 December »+=B=+—-H 84,514 37,564
The amount represents cash received from government for financing ZHERAREERANALEE MEBFERNE S
various research and development projects conducted by the Group. XIE o EHBERERENREFER (BEREREN
These cash received will be recognised as income when certain FEIEE g ) TR -
stipulated conditions required by government are met (usually when
the related development project is completed).
26 Revenue 26 WA

The Group’s revenue includes, separately or in combination, revenues
from Enterprise Resource Planning (“ERP”) business and Cloud services
business. Revenue is stated net of applicable value-added tax (“VAT”") in
the PRC and comprises the following:

SEHBABRE (NEESERNOIA) CEERER
£7% CATRIM [ERPE ) URERBEER - AR
MR ERNTEZER  RABBATEE:

2017 2016

—2—t&§ “E-REF

RMB’000 RMB'000

AR®FT ANRET T

ERP business ERPE 7% 1,735,265 1,521,383
Cloud services business ERBEEH 568,193 340,824
2,303,458 1,862,207
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PN e BT
27 Expenses by nature 21 REHIEHER
Expenses included in cost of sales, selling and marketing expenses, FIRPHERA - HERIEEER - HERFERAR
research and development costs and administrative expenses are analysed IHERANEBRINMAT
as follows:
2017 2016
—E—+tf§ —E—RF
RMB’000 RMB'000
AR®TT AREFIT
Research and development costs HERFAEK A
Amounts incurred BEXHeE 403,697 301,519
Less: development costs capitalised s B2 BB (354,837) (288,473)
Add: amortisation M BR b2 R AREH 296,457 210,657
345,317 283,603
Employee benefit expenses (Note 29) IR (ME29) 1,467,793 1,144,261
Less: amount included in development costs B BAERMERARKAZSE (334,963) (248,804)
1,132,830 895,457
Depreciation e 44,559 4,737
Less: amount included in development costs B BERMERAEK Az &8 (5,847) (7,005)
38,712 34,732
Outsourcing services SVEERTSE 231,289 163,283
Sales promotion HEHRERA 84,792 95,633
Advertising EEKA 77,383 72,190
Cost of inventories consumed (Note 13) SHIEFEAR (FF:E13) 88,897 70,193
Rental and utilities MeRk AREEER 52,718 57,512
Traveling ZiRE 49,966 45,990
Office expenses WRE 39,128 39,951
Other taxes and surcharges HAaFie KA 47,392 32,451
Professional service fees BERBEER 21,309 27,445
Impairment provision MR TR E 2 38,923 26,653
Training costs BilE 20,516 16,912
Amortisation of trademarks, licences and copyrights (Note 8) 1 - EE RS (B3E8) 6,688 11,631
Amortisation of computer software for own use (Note 8) B AEIMEE S (F1528) 5,467 4,505
Amortisation of customer relationship KP@R#EE 5,230 4,359
Amortisation of land use rights (Note 6) Tt RS (M 7E6) 3,361 3,361
Auditors’ remuneration ZEE & 3,700 2,550
Losses/(gains) on disposals of property, plant and equipment BETHE IRMREESE,/
(Note 35) (F78) (HI5E35) 264 (3,371)
QOthers Hit 34,494 26,567
Total Wt 2,328,376 1,911,607
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B O IR AR EE

28

29

Other income and gains - net

28 Rl ARFIR - BH

2017 2016

—Z2—+tF —E—RF

RMB’000 RMB'000

AR®TT ARETF T

VAT refund (a) BERREQ) 171,837 147 447

Government program research DO 52,340 45582

Rental income — net (Note 9) AeWA — 558 () 68,236 70,597

Gains from dilution of equity in associates (Note 10) BEPCERERERRERNS (H3E10) 25,130 -

Gain on remeasurement of contingent consideration for business  JEH UL Zza e RIS (FT3E37)

combination (Note 37) 25,117 -

Investment income RE W 15,150 3,990
Change in fair value of financial assets at fair value through DA BEEBESEABRN

profit or loss (Note 35) SREE (FiFk35) (180) (801)

Net foreign exchange losses ONEE R B 1R (73) (928)

Others Hit (8,299) (1,466)

349,258 264,421

(a) 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 Council 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.

Employee benefit expenses

(@) BERTHERBHE EHEAFAEMH
ERBENHRGREER - R-F——F
BREANDE E- SRR EXNERER
EXRRAETHRROBAN (BEQ2011] $487X
) KRZBH R 5K BER
—RRARAHEEBTRELEENRTEm 1
BRATRH R HUYCRER R - HERERERHA

HBB3% A BB BT BMEADRBUR

29 MIRFIMZ

2017 2016

—E—tf —ERF

RMB’000 RMB'000

AR®TT ARETF T

Wages, salaries and bonus TE - 2R RES 1,058,669 811,735
Commissions HERK 136,898 102,681
Staff welfare BIEF 37,848 30,760
Pension scheme contributions (a) R EIER() 166,281 139,758
Share-based compensation (Note 18) VAR 10 BETER RENT 2 (F95E18) 68,097 59,327
1,467,793 1,144,261
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B PR IR AR RE

29 Employee benefit expenses (continued)
(a) Pensions - defined contribution plans

29
(a)

(b)

The Group participates in defined contribution retirement schemes
organised by the relevant local government authorities in the PRC.
The Group is required to make monthly contributions to the retirement
schemes at rates ranging from 12% to 32%, depending on the location of
the subsidiaries, based on the basic salaries of eligible employees. The
local government authorities are responsible for the pension liabilities
to retired employees. Forfeited 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

The five individuals whose emoluments were the highest in the Group for
the year include one (2016: one) director whose emoluments are reflected
in the analysis presented under “Benefits and interests of directors
and chief executive officer” (Note 41). The emoluments payable to the
remaining four (2016: four) individuals during the year are as follows:

(b)

BIEFMAX ()

Bhe - RERFHE
AEE2EADEEHA BRI RASHROERHNR
HKet8l - AEEEARKAEREENEART S M12%
ER% (RTMBRAZHELTE) MRKSE 84
oo EHBREREEEEMZERREE X TEARE -
AEEREERFRERE2 MR L ZH BRI
IR - TG E T AERIRIR A LUK -

AfigEHMAL
FEEARERUGRFHOALERE L (ZF—X
Ffu) EF - f0HENE [EZRTHESNN
miEs | (fiaar) 2ROD MR - KAFEENH e
AL AL (Z2—RF - ML) ARSI -

2017 2016
—E2—+tf —E-RF
RMB’000 RMB'000
AR®TT ARET T
Basic salaries, housing allowances, EA% ¢ BREER - EER,
other allowances and benefits in kind HMEDH &= 21,760 9,917
Bonuses #e 11,313 6,767
Contribution to pension scheme RIRETE 0 228 237
33,301 16,921
The emoluments fell within the following bands: WEZHETIIEEHER -
Number of individuals
A8
2017 2016
—E—+tf§ —E-RF
Emolument bands (in HK dollar) R (UEKE)
HKD1,500,001 — HKD2,000,000 75 %1,500,00170 2 7% 12,000,0007T - -
HKD2,000,001 and above 2 000,0007T & 2A 4 4
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30 Finance costs — net 30 HERF -8
2017 2016
—Z—t& —ERE
RMB’000 RMB'000
AR®TT ARETF T
Interest income FMEUWA 40,029 35,605
Interest on borrowings JESFEMERFIA (62,506) (66,525)
Bank charges PITTES (581) (569)
Net foreign exchange (losses)/gains on financing activities  BR& HBNH) F0E (382%),/ FE (4,054) 9,477
(27,112) (22,012)

31

Income tax expense

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

FEREA

TERBHBERREBETZEARIMEENERNAE
Bk - WHEAF G ORARABER DETHEN -

2017 2016
—Z2—+tF —E-RF
RMB’000 RMB'000
AR®TT ARETTT

Current income tax BHRGEH
— Current tax on profits for the year — REAFI B R A EH 48,429 31,683
— Adjustments in respect of prior years —BENURFE (16,793) (10,312)
Deferred income tax EIEFTEH 23,172 (27,316)
54,808 (5,945)

(a)

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

In 2016, a tax law [2016] No0.49 has been enacted that entity can
register for the National Important Software Enterprise (“NISE”) in
tax bureau if the entity complies with relevant requirements. Based
on management’s assessment, it is highly probable that Kingdee
China will meet those requirements. Therefore, Kingdee China was
estimated to use a preferential corporate income tax rate of 10% for
the year ended 31 December 2017 (2016: 10%). The application of
preferential tax rate stated above is subject to critical estimates of
the management of the Group (Note 4.1(f)).

(@) BERAEERZEFEAERESHERBBLE
JERTIUN - R Z SR EAE %S A AR
&R PTS TR -

b)  ZEARFREEET 201614957 - HEN
RmERBERETAERERBRKAEHE
B 2RPERARERBEBIGM - Bt -
BE-_Z—+E+A=T—HLHNFE 2%
RERAIBRNEERE (ZF—RF 10%) °
HFEREEHERRNEEEEENERR
=t (FEE4T ()
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31

152 Kingdee International Software Group Company Limited

Income tax expense (continued)

(c)

Kingdee Deeking Cloudcomputing Co., Ltd (“Kingdee Deeking”) 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. In addition, based on management’s
assessment, it is highly probable that Kingdee Deeking will meet the
requirements for NISE. Therefore, Kingdee Deeking was estimated
to use a preferential corporate income tax rate of 10% for the
year ended 31 December 2017 (2016: 12.5%). The application of
preferential tax rate stated above is subject to critical estimates of
the management of the Group (Note 4.1(f)).

Guanyi was qualified as New Software Enterprises and was entitled
to tax exemption for 2015 and thereafter to a preferential rate at half
of the corporate income tax rate for two years (2016 and 2017).

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(f)).

(i)  Kingdee Tianyan Middleware was consistently qualified as a
High-tech Enterprise from September 2014 and was entitled to
a preferential corporate income tax rate of 15% in 2017 (2016:
15%).

(i) Beijing Kingdee Management Software Co., Ltd. was
consistently qualified as High-tech Enterprise from December
2017 and were entitled to a preferential corporate income tax
rate of 15% in 2017 (2016: 15%).

(iii) Shanghai Kingdee Deeking Cloud Computing Co., Ltd. was
qualified as High-tech Enterprise from 2016 to 2019 and was
entitled to a preferential corporate income tax rate of 15% in
2017 (2016: 15%).

31
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B O IR AR EE

31 Income tax expense (continued) 31
(f)  Other PRC subsidiaries of the Group applied the tax rate of 25%.

The taxation on the Group’s profit before income tax differs from the
theoretical amount that would have arisen using the principal rate of
the PRC corporate income tax due to the following:

FRRRRA (])
Hit B FARIERB%HN EERSHHE

(f)

AEEERAFBER LA BN EHEREZR
PEARAMBEERAEHEERXFEOHE

BFAR - BBFL2ATR

2017 2016
—Z—+tF —T-RE
RMB’000 RMB'000
ARBTT ARETF T
Profit before tax BiRaFlE 378,420 209,275
Tax calculated at the statutory tax rate of 25% AR R D% E R TS
(2016: 25%) (ZB—NE : 25%) 94,605 52,319
Tax effects of: T
Preferential tax rates FREBHE (54,357) (33,255)
Tax losses for which no deferred income BERRRERSHEEN
fax asset was recognized B EE 37,356 18,508
Expenses not deductible for tax purposes PAMBNER 8,094 3,606
Re-measurement of deferred tax due to BEMXET EFT2RT
a change in applicable preferential tax rate FrisHas (582) (35,246)
Additional deductible allowance for AR HEER
research and development expenses (13,515) (1,565)
Adjustments in respect of prior years FRELAREE
— Change in applicable preferential tax rate - RANEERRE) = (7,220)
— QOthers —Hf (16,793) (3,092)
54,808 (5,945)
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32 Discontinued operations

32 HBiL#EE

154 Kingdee International Software Group Company Limited

On 28 July 2016, the Group terminated the contractual arrangements
(VIES) in respect of Shenzhen Qianhai Baidi Network Co., Ltd (“Qianhai
Baidi”) and Shenzhen Cloudhub Network Co., Ltd (“Kingdee CloudHub”)
and disposed of the entire equity interest in Shanghai Kingdee Medical
Software Co., Ltd (“Shanghai Kingdee Medical”) to a company controlled
by ultimate shareholder at a total consideration of RMB107,401,000.

As a result of the above transactions, RMB166,657,000 due from Kingdee
CloudHub and Shanghai Kingdee Medical to the Group was recognized
as loans to related parties. The financial results of Qianhai Baidi, Kingdee
CloudHub and Shanghai Kingdee Medical for the period ended 28 July
2016 were presented as discontinued operations.

Analysis of the results of discontinued operations, and the results
recognised on the re-measurement of assets or disposal group, is as
follows:

“ERELASTAR AEERIETERYETER
EREERRE UATHE [AEAE]) MAYEZR
WEERAR ATEHRB [2REZR]) WAR (B8
LER)  TRXKESEEHTEHNNARERT £
BeRBREEEERAR ATHE LE2ERE])
H100% R 4 - BB Hat AR H107,401,0007T ©

ARLER S ERREREZHEN LSS RERHL
AT AR 166,657 00T R BB R TRETER - BB
BE 2REZFNLESGBERE T RFLA
“HN\BHNMBESERERILEERE -

e **E’]%F"\ﬁ M&Tﬁ)ﬁﬁzﬁﬁﬁéﬁﬁiﬁﬁg
E’]%Zi’VFﬁZZDT

2016

—E-REF

RMB'000

AREFT

Revenue I@N 36,570

Expenses £H (95,375)

Loss before tax of discontinued operations RIFEE IR AR R (58,809)

Tax HIE (1,106)

Loss after tax of discontinued operations RiIEESHRERE (59,911)

Pre-tax gain recognised on disposal B EREAEEMBRNHAFE 138,785

Tax iE (5,140

Post-tax gain recognised on disposal ENEREEREMREANRENR 133,645

Profit for the year from discontinued operations RIEBENFEEFR 73,734
Profit/(loss) for the year from discontinued FERLEENE (BR) BER

operations attributable to:

— Owners of the company — RRERMIBEEA 76,466

— Non-controlling interests — SRR R (2,732)

73,734
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33

B R RMIE
32 Discontinued operations (continued) 32 HRIEEE (|
(a) Cash flows (a) HeRE
2016
—TRE
RMB'000
AREFT
Operating cash flows REREHE (24,888)
Investing cash flows RERERE 4
Financing cash flows RERSNE 26,000
Net cash flows BHERE 1,116
2016
N3
RMB'000
AREFL
Cash of consideration HEHE 107 401
Less: Cash and cash equivalents of W ZE-RFE A N\BRLE
discontinued operations on 28 July 2016 REERS NESEEY (30,343)
Net cash received KEMERE 77,058
Dividends 3 BR
2017 2016
—E—tf —E-RF
RMB’000 RMB'000
AR®TT ARBTF T
Proposed final dividend of RMB1.3 cents ERERRFGEER - AREI1IDER
(2016 nil) per ordinary share —~E ) 38,880 -

A final dividend of RMB1.3 cents (equivalent to approximately HK1.6
cents) per ordinary share, totaling RMB38,880,000, for the year ended
31 December 2017, is to be proposed at the forthcoming annual general
meeting. This proposed dividend is not reflected as a dividend payable
in the consolidated financial statements for the year ended 31 December

2017, but will be reflected as an appropriation of retained earnings for the

year ending 31 December 2018.

REKERORRBFAS L BEEREL T+
ET-AZt-HLEFEREREBREAAREER
137 (BB H1.62) - @5 AKR36,880,0007T © A& Gf
PHRRARBRIEBEMRE - BRELE—FT-N\F+
“AZt - ALFREOMBRENEFREF R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SO BRI

34 Earnings per share U BEWRES

(a) Basic (a) E=F
Basic earnings per share is calculated by dividing the profit attributable EAGREERESBRAAAEFZEANTRE K
to owners of the Company by the weighted average number of ordinary NENEBITERRNMETHEEE -

shares in issue during the year, excluding ordinary shares purchased and
held for share award plan.

2017 2016
—Z—-tF —E-RF
RMB’000 RMB’000
AER®TT AREFT
Earnings L¢3
Profit attributable to owners of the Company MRSEBRALARENEAA 310,004 211,764
Profit from discontinued operation attributable to RIFRERFEFEER
owners of the Company RATEREHE A = 76,466
310,004 288,230
Weighted average number of ERTEEROMEFY
ordinary shares in issue (thousands) (F3t) 2,806,783 2,888,185
Basic earnings per share ExEREH
(RMB cents per share) (BEREAR%ES)
From continuing operations REBERE 11.04 7.33
From discontinued operations PER IR - 265
From profit for the year FEFE 11.04 9.98
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B O IR AR EE

34 Earnings per share (continued)
(b) Diluted

3 mEER (E)
(bh) ®#E

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 three categories of
dilutive potential ordinary shares: convertible bond, share options and
share awards. The convertible bond is 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 and share awards, the
number of shares that could have been issued upon the exercise of all
dilutive share options and share awards 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 bond had been converted, the convertible bond
is anti-dilutive and thus ignored in the calculation of diluted earnings per
share.

HESRNSRRMEUHENEEERREULAR
RECETERRONMETOBREE - FARE=8
ARENEELAK  BRES - BIRENRD KR
A TERARESFRRNBAR/LEK  MFNELH
EUHENSBERARETE - SRERENRD KB
it BERTEAMBRONESEE  EXRONE
B (BERAREBRNHNFHFENE) TBANRN
#E - BUEHAFENRNHAE - ARRERETE
MECHTORMBBFELLER - BRZESMED
EREFREMBTZEAK - BEBREANT
BinEs  BESRWEREN  BhRNBRESR
RBER - WA ERESRRERZRZRE

2017 2016
—E—tf —E-RF
RMB’000 RMB'000
AR%TT ARBTFT
Earnings @
Profit attributable to owners of the Company FIHBBER AL EEEREA 310,004 211764
Profit from discontinued operations BIHEEFIBEBRAARIEFEEA
attributable to owners of the Company = 76,466
310,004 288,230
Weighted average number of ordinary shares ERTEEROMEFYE (Ti)
in issue (thousands) 2,806,783 2,888,185
Adjustment for: Eopoe
— Share options (thousands) — BEIRE (F&1) 53,921 63,321
~ Share awards (thousands) — &1 2B 8l (F&h) 24,080 7975
Weighted average number of ordinary shares HHESESRSHEER -
for diluted earnings per share (thousands) mEFEYE (Tt 2,884,784 2,959,481
Diluted earnings per share RESREE (BRAR%S)
(RMB cents per share)
From continuing operations REFELE 10.75 7.16
From discontinued operations RAKIHEE - 2.58
From profit for the year FEHHE 10.75 9.74
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B PR IR AR RE

35 Cash flow information

(a) Cash generated from operations

3% HEELEMAS
(a) HEEEEMAS

2017 2016
—Z2—tF ZE—RF
RMB’000 RMB'000
AR®TT ARETF T
Profit before income tax including discontinued operations BRETISBIATAIE - BER LS 378,420 289,255
Adjustments for: FHRIEE :
— Depreciation of property, plant and equipment (Note 7) —~REE  IBRMEEHNE
(BI=E7) 44,559 42,535
— Losses/(gains) on disposals of property, - RETHE IRMMRELE
plant and equipment (Note 27) (FI18),/ B8 (M3x27) 264 (3,371)
— Amortisation of land use rights (Note 6) — T RS (P 7E6) 3,361 3,361
— Amortisation of intangible assets (Note 8) — B EEEE (H58) 313,842 318,010
~ Finance costs — net -UBERFE 22,476 34,954
— Share-based employee benefit expenses (Note 29) - BEREER (M:F29) 68,097 59,327
— Gains on disposal of subsidiaries (Note 32) -~ BETAFNEG (32) = (138,785)
— Share of losses of associates (Note 10) - DEBERARENERNE
(KI7E10) 15,227 17,613
~ Fair value gains on investment properties (Note 9) - RENEHERAEEED
Wz (PH7E9) (96,419) (33,879)
~ Fair value loss on financial assets at —AnEBEFEEEZEHHA
fair value through profit or loss (Note 28) BameaEE (M8) 180 801
— Re-measurement of contingent consideration —EYNESBHEEMREL
for business combination (Note 28) (BzE28) (25,117) -
724,890 589,821
Changes in working capital: LeEe®
— Inventories -FE (7,805) (2,205)
— Trade and other receivables — FEMBE SN R E A MR (30,323) 10,597
— Loans to third parties —RTE=FER (63,930) -
~ Deferred income — B 72,460 28,795
— Trade and other payables — B RHRRE MR 149,138 38,619
~ Due from customers on implementation contracts — net - EUREFERARN — 38 66,633 31,664
Cash generated from operations BEEENES 911,063 697,291
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B R RMIE
35 Cash flow information (continued) 3% WBEELEMRSE (W)
(a) Cash generated from operations (continued) (a) WEELMHAS (W)
In the consolidated cash flow statement, proceeds from disposal of ERERERN  HETHE THREENFESRE
property, plant and equipment comprise: 7
2017 2016
—E—+tF —ZERF
RMB’000 RMB'000
AR%TT AREFT
Net book amount (Note 7) REFEE (M) 2,401 5,595
(Losses)/gains on disposals of property, plant and HETHE « THREREN (BER),/
equipment (Note 27) FI1S (BaE2r) (264) 331
Proceeds from disposals of property, plant and equipment HERHE  IHRREBHAER 2,137 8,926
(b) Non-cash transactions (b) ¥HREXH
There were no significant non-cash investing and financing activities RERBEEEAMIIERLIREHREZTH o
during the year.
(c) Net debt reconciliation (c) BEKBEE
This section sets out an analysis of net debt and the movements in net AEED S EBE AR R F BRI NES -
debt for each of the periods presented.
Net debt 2017
"H —E—tF
RMB’000
AR®TT
Borrowings - repayable within one year B — —FEREE 155,026
Borrowings — repayable after one year B - —FRHESR 1,193,503
Less: cash and cash equivalents B RERAEEEY (1,056,675)
Net debt FER 291,854
Gross debt - fixed interest rates BET — BEH=E 1,117,678
Gross debt — variable interest rates BETS — FERE 230,851
Less: cash and cash equivalents A BHEREESEY (1,056,675)
Net debt FET 291,854
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35 Cash flow information (continued) 3% WBEELEMRSE (W)
(c) Net debt reconciliation (continued) (c) FEFKBAES (W)
Liabilities from financing
Other assets activities
HttEE MEETDMARE
Borrowing Borrowing
due within due after
Cash 1 year 1 year Total
—FEREH —F%EH
Be E® EEA #st
RMB'000 RMB'000 RMB'000 RMB'000
ARET T ARBTFT ARETF T ARETF T
Net debt as at 1 January 2017 R_E—tF—A—BREH 1,464,769 (80,675) (1,415,596) (31,502)
Cash flows Rene (382,822) (74,351) 222,093 (235,080)
Foreign exchange adjustments fE R (25,272) - - (25,272)
Net debt as at 31 December 2017 R-ZE—t%+=H

=+—BRRH 1,056,675 (155,026)  (1,193,503) (291,854)

36 Transactions with non-controlling interests
(a) Acquisition of additional interest in a subsidiary

36 HFRFMERINRS

(a) WWFLRMIMER
RE - REBAESRWRHTRkD  BEHEAA
R #83,500,0007T  TEAKIER - RERAE HN%K
e EBNFEHEEERNRERBNEIEEAA
R #33,609,0007C - AFHERIFFER EREA LD ARE
65,879,007 - AEESHEEHAANEYHERNA
AREFIRAANBSOZERENOT -

During the year, the Group acquired an additional 33% of the equity
interest of Guanyi for a cash consideration of RMB83,500,000. After the
acquisition, the Group owned 91% shares of the Guanyi. The carrying
amount of the acquired non-controlling interests in Guanyi on the date
of acquisition was RMB33,699,000. The Group recognised a decrease
in equity attributable to owners of the Company of RMB65,879,000.
The effect of changes in the ownership interest of Guanyi on the equity
attributable to owners of the Group during the year is summarised as

follows:
2017
—E—+tF
RMB’000
AER®TR
Carrying amount of non-controlling interests acquired BTG R REE 33,699
Consideration payable to non-controlling interests AT IR EE (83,500)
Excess of consideration paid recognised within equity BELNNEELONEETER (49,801)
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36

Transactions with non-controlling interests (continued)

(b) Disposal of interest in a subsidiary without loss of control

37

During the year ended 31 December 2017, the Group disposed of 15%
equity interest in a subsidiary, Kingdee Vehicle for a cash consideration of
RMB2,250,000. After the transaction, the Group continues to retain control
over Kingdee Vehicle by more than 50% of its voting rights. The effect
of changes in the ownership interest of Kingdee Vehicle on the equity
attributable to owners of the Company during the year is summarised as
follows:

36
(b)

HERNRERMZS ()

HEFATEE (FRERHE)

BE-T—+tF+-_A=+—HIFE  KARAFAHEF

NEE K TE%ESR - HERARE2250,0007T © &

ERE%  SEMBBIZIE0%A ENRREMRSD Y

SHTEMTS - B TEREEFE ARRNERLF
FERADAERZEANERNTERENT

2017

—2—+t%

RMB’000

AER®BTT

Consideration receivable for the 15% equity interest HE15% I R R (B 2,250
Carrying amount of non-controlling interests being disposed of RENFERERNEEER (7,474)
Loss on disposal recognised within equity EREGPERLNEERE (5,224)

Business comhinations

On 29 February 2016, the Group acquired 58% of the share capital of
Guanyi for RMB247,350,000 and obtained the control of Guanyi. The
principal activities of Guanyi are the developing, manufacturing and
selling of software and hardware products in the PRC.

The goodwill of RMB181,245,000 arising from the acquisition was
attributable to the expected synergies arising from the acquired customer
base and economies of scale from combining the operations of the Group
and Guanyi. None of the goodwill recognised is expected to be deductible
for income tax purposes.

37

REAH

RZZ-RE-ZAZTAR  FEEBAE HH58%H
AR BB AREE247,350, 00037 BG A FIE - EHOE
EEBRETERE  REREERGRRIER °

BEELOBHEARKI81245000TREEANE S
BiF URAREREFESLERBHRELNLER
& o MR ERBAATMRASESR -
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37 Business combinations (continued)

The following table summarises the consideration paid for Guanyi, the fair
value of assets acquired and liabilities assumed and the non-controlling
interest’s proportionate share of Guanyi's net identifiable assets at the

acquisition date.

37 EBEH ()

OB DA BIE -

TRBEREHZINNHE  AREREIPBEANE
EMAERBEFESERRAE U HRFEEMS

Consideration 2016
aHEE “EREF
RMB'000
ARETF T

At 29 February 2016 —"NEZAZ+AA
- Cash -]’& 191,910
— Unpaid business acquisition consideration (Note 24) — R (PE24) 55,440
Total consideration HEHE 247 350
Fair value of profit guarantee arrangement at 29 February 2016 CE-RNEZAZTNBEEAETH AR BE (16,707)
230,643
Recognised amounts of identifiable assets acquired and TFHZHBESEMRERAGHEISE 2016
liabilities assumed —E—RF
RMB'000
ARBTF T
Cash and cash equivalents He MRS EY 16,026
Available-for-sale financial assets AHHESREE 12,000
Property, plant and equipment (Note 7) TEE - THRE&E () 638
Computer software for own use (included in infangible assets) (Note 8) BRBKEE IEEREE) (H:E8) 13,223
Trademarks, licenses and copyrights (included in intangible assets) (Note 8) ~ HIE REiEZ ek (B R @B E) (H138) 33,475
Contractual customer relationship (included in intangible assets) (Note 8) ~ ARZRPEZ (Bfr &K EE) (Mizs) 26,149
Trade and other receivables JRE M B 0 e LA R M R 12,045
Trade and other payables FEA BR 30 I Et FE A< 3R (13,924)
Deferred tax liabilities (Note 23) ELEFERERE (H:23) (14,462)
Total identifiable net assets AHRFEELS 85,170
Non-controlling interest FEEHI RS (35,772)
Goodwill (Note 8) EERGETD) 181,245
230,643
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37 Business combinations (continued)

37

The profit guarantee arrangement wound result in contingent

38

consideration, the fair value was based on the valuations on 29 February
2016. It was calculated based on the expected icloud revenue growth
rate and profit for 2016, 2017 and 2018. As of 31 December 2016, the
fair value of the profit guarantee arrangement approximated that on 29
February 2016. During the year, the profit guarantee arrangement was
canceled and the total consideration was finalised at RMB41,824,000,
which resulted in a gain of RMB25,117,000.

The fair value of the acquired identifiable intangible assets is
RMB72,847,000 (including trademarks, licences and contractual customer
relationship).

Operating lease Commitments — Group as lessee and
lessor

(@) The Group had total minimum future lease payments under
non-cancelable operating leases in respect of properties as follows:

38

EBeH ()

EERELTHBERSEHN  EARBEEN =S
ANEZAZTABMMLE  HEREE-S—~F =
E—+F 2T \EERBNERBEYAL R EANF
B —T—REFT-A=1+—H HORBEEL=Z
—ANEZAZTNBARNDAEE - AFE - $EAHT
HWECH - BHERKETAAREN 824000, WE
HEFB AR E25,117,0007T

BARAREREENRABEART2,847,0007T (2
BERR FUERAREPHER) AEEE  EEFZ
FEENREKMGE

ETHRAE - SERREAMLAA

(@) ARBERBEITHEZETEEHEMERAES
Rz RERENREENT :

2017 2016

—E—+tf —E—RF

RMB’000 RMB’000

AER®TT AREFT

Not later than one year BB —F 22,475 26,395
Later than one year and not later than five years BA—FETBARF 24,998 27,275
47,473 53,670

(b) The Group had total minimum future lease receivable under
non-cancelable operating leases in respect of properties as follows:

(b)

AEERBTARHE BFTEEREMARRME

Bz RERERREENT :

2017 2016

—Z2—+tF —E-RF

RMB’000 RMB'000

AR®TT AREFIT

Not later than one year BB —F 64,782 55,071
Later than one year and not later than five years BA—FEINEBRT 91,051 35,681
155,833 90,752
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39 Related parties transactions

The Group is controlled by Mr. Xu Shao Chun, who owns 26.71% of the
Company’s shares. The remaining 73.29% of the shares are widely held.
The ultimate controlling party of the Group is Mr. Xu Shao Chun.

(a) Transactions with related parties

Save as disclosed in employee share-based arrangements (Note 21) and
directors’ emoluments (Note 41) in the consolidated financial statements,
the Group had transactions with related parties for the year ended 31

December 2017 as follows:

WELXH

AEBMFORETEN  AEAAREELM%HOM
1 ERIS%NREZFE - ARENREZHAR

tROBRRE -

HREAXHEH

BE-TtHFT-A=t—R0 KRTAHUMBRERZ
BIRMLH (W) REZRSREREMS (M

) o AEEEMBEXSIIRMT

2017 2016
—Z2—t%f —E-RF
RMB’000 RMB’000
ARBTT ARETF T
Sales of goods EmiEE
~ Associates - e 12,138 9,128
~ Companigs controlled by the ultimate — AR AT R) B8
controlling party - 2,345
12,138 11,473
Sales of services RiG s E
— Associates — B 15,978 9,389
Rental income R ON
— Associates — 2,036 1,143
— Companies controlled by the ultimate — BRI A BTG A £ 88
controlling party 5,526 3,249
71,562 4,392

Goods and services are sold and rental rates are determined based on
terms agreed with the counter parties in the ordinary course of business.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B O IR AR EE

39 Related parties transactions (continued)
(b) Purchases of goods and services

39 MEAXH (R)
(h) REREHRER

2017 2016
—Z—t& ZE—RF
RMB’000 RMB'000
AR®TT AEBETFT
Purchases of goods EmEE
— Associates — B 13,242 10,288
— Companies controlled by the ultimate — BRI AP BIH E
controlling party 1,318 1,905
14,560 12,193
Purchases of services BB E
- Associates — B 16,098 3,520
— Companies controlled by the ultimate — FEAIE R APTIE B M) £ B8
controlling party 189 567
16,287 4,087
Goods and services are purchased from associates and companies féi%ﬂﬁﬁ%%ﬁéﬂﬁ?%ﬁET%DEELWW%IJE}EHW%UE’J\E’%@B%
controlled by the ultimate controlling party which are carried out on terms B - WRIRE R B EBBETH A ETENRTE
agreed with the counter parties in the ordinary course of business.
(c) Balances with related parties (c) BREFXZELHFRER
2017 2016
—E—+tf ZE-RF
RMB’000 RMB'000
AR®TT AEBTFT
Payable to related parties recorded in “Advances from RHRE [RFES I HH
customers” JE BB 7 5U0R
~ Associates . =VNG 766 374
Payable to related parties recorded in “Trade payables’ SOERTE [ERTIRER 8
JE TR 5 5UR
- Associates o T=VNE] 1,998 2,594
Receivables from related parties (Note 12) ek A A (FiEE12)
- Associates YN 4,675 419
— Companies controlled by the ultimate — BERAIE R A FTIESI =
controlling party 1,774 4527
6,449 4,946
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39 Related parties transactions (continued)

(d)

(e)

166 Kingdee International Software Group Company Limited

Key management compensation

39 MWEAXH (W)
(1) MRELZARHS

Key management comprise the Company’s directors and senior officers as BMREEEAEBREAFNES ARESERTENSR
defined in the Company’s articles of association and vice presidents. The BEMBBE - MAREBRABZEAEERENE
compensation paid or payable to key management for employee services NRENM2MT

is shown below.

2017 2016
—E—tf —E-RF
RMB’000 RMB’000
AR%TT AREFT
Salaries and other short-term employee benefits e hEMEHESREN 23,445 13,801
Share-based payments PAR D BERER 22,410 14,377
45,855 28,178
Loans to related parties (e) ®WFREFHER
2017 2016
—Z—tf —T-REF
RMB’000 RMB'000
AER®TT AREFT
Loans to companies controlled by the ultimate BTYEREHAMERNHERER
controlling party
At 1 January »—A—H 104,979 -
Loans advanced during year FREHMER = 104,979
At 31 December B+=B=+—H 104,979 104,979
Loans to an associate BYBELEER
At 1 January ®—B—H 93,612 -
Loans advanced during year FREHNER = 61,678
Recover from/(share of losses) of an associate in HECENBREER()
excess of the investment cost (i) 5,548 (8,066)
At 31 December »+=ZBA=+—H 59,160 53,612
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39 Related parties transactions (continued)
(e) Loans to related parties (continued)

The loans to related parties, recognised on disposal of subsidiaries as
disclosed in Note 32, carried interest at 5.0% (2016: 5.0%). The principal
and interests of loan to associates were required to be repaid on 1
January 2019, and the principal and interests of loan to the companies
controlled by ultimate controlling party were required to be repaid on 31
December 2018.

(i) As at 31 December 2017 and 2016, RMB2,518,000 and
RMB8,066,000, representing the excess of share of loss of an
associate over the investment cost, was recognized against loans to
the associate.

39
(e)

REAXH (&)

KTMERRR (#)

WEMRBENRRE FRRIMERN G THELER
MR EA50% (ZF—RF:50%) e THELER
EFASMFSEXE-_T-—NEF—A—BEE HT
REERARZEHOTIREFEASNMNEERE_F
—NE+ZA=+—-HER-

() HUIE-F—+FHE-_FT-XF+-A=1+—-H"
Y M EOREEBDBAARK25180007T
£ A R HERMBS,066,000 - M FHL S EEHF
Bl o
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B PR IR AR RE

40 Statement of financial position and reserve movement of 40 FAFHHBHRARREHEE
the Company

As at 31 December

®+=A=+—H
2017 2016
2t —TRF
Note RMB’000 RMB'000

e AR®FR ARBTRT

Assets BgE

Non-current assets FRBEE

Interests in subsidiaries HFNAIRIRE 1,952,305 1,865,255

Current assets nEHEE

Other receivables H A eIk 211,826 29,377

Cash and cash equivalents Re MRe&EEY 67,277 102,139
279,103 131,516

Total assets HEE 2,231,408 1,996,771

Equity and Liabilities ERRAR

Equity attributable to owners of the Company BERFLFENBEA

Share capital [N 71,599 72 552

Share premium P AH B 1,681,289 1,765,324

Reserves A (a) (166,617) (154,794)

Retained eamings Birla (a) 70,236 56,561

Total equity HiEs 1,656,507 1,739,643

Liabilities -1

Non-current liabilities FRBDAR

Amounts due to subsidiaries JERTFAR] 570,175 256,722

Current liabilities A =K

Other payables HAn R 4,726 406

Total liahilities AR 574,901 257,128

Total equity and liabilities HERMaRE 2,231,408 1,996,771
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B O IR AR EE

40 Statement of financial position and reserve movement of 40 FAFHHBRARREHBEE (&)

the Company (continued)
The statement of financial position of the Company was approved by the ERARNRERAREBREZTE S /\E=A+

Board of Directors on 13 March 2018 and was signed on its behalf.

Note:

SRR TRREFEHRE -

Xu Shao Chun Lin Bo
®OE g
Director Director
EZ EF
BifzE -
Reserve movement of the Company @ AREEED
Retained
earnings Reserves
BEkE k0
RMB'000 RMB000
ARETT ARETTT
At1 January 2016 —E—Xx§¥—H—H 63,718 (47,856)
Loss for the year FEBEK (7,157) -
Shares purchased for share award plan BRGRETEEENRE - (93,924)
Buy-back of shares - - (16,991)
Other comprehensive income Hipm A - 3977
At 31 December 2016 —E-XE+-RA=+—-H 56,561 (154,794)
At 1 January 2017 —2—+t%—-fF—H 56,561 (154,794)
Loss for the year FEEX 13,675 -
Shares purchased for share award plan BRGREEEENRE = (40,841)
Transfers shares to the awardess upon vesting REBERERNEGAEREA = 12,027
Buy-back of shares EE=G = (133,046)
Cancellation of shares HipsRE s - 150,037
At 31 December 2017 —Z2—t&+ZA=+—-H 10,236 (166,617)
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B PR IR AR RE

41 Benefits and interests of directors and chief executive 41 EERTHASHIISHES

officer

The remuneration of every director and the chief executive is set out

below:

For the year ended 31 December 2017:

BUEERITBAENFHAT -

HE-F—tF = A= —AILFE

Employer’s
Allowances contribution
Discretionary  and benefits in  to a retirement
Name 31 Fees Salaries bonuses kind (a) (i)  benefit scheme Total
=1 BRI
e phem:
g fig i fEfE(a)(i) #H - H
RMB’000 RMB’000 RIMB’000 RMB’000 RIB'000 RMB’000
ABR%TIT ARBTL ARBFL ARRTR ARBTL AR%TIT
Chaiman £
Mr. Xu Shao Chun BOBREE 150 2,210 1,333 4,583 55 8,301
Executive directors HiTEE
Mr. Lin Bo (a) (i) RS (@) () 150 828 14 1,532 54 3,278
Non-executive directors FHTEE
Ms. Dong Ming Zhu ERKLL 150 - - 59 - 209
Mr. Zhang Chen (a) (il SRR () (i) 150 - - - - 150
Independent non-gxecutive directors BV R TEE
Mr. Gary Clark Biddle Gary Clark BiddlesE 200 = = 99 - 259
Mr. Wu Cheng (a) (iv) RS E() (V) 150 - - 59 - 209
M. Liu Chia-Yung AxELE 150 - - 58 - 208
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B O IR AR EE

41 Benefits and interests of directors and chief executive 41 EERTHEZHFISHNES (&)
officer (continued)

For the year ended 31 December 2016: BE-_S—AFE+-A=t+—BHIEE:

Employer's
" Allowances and contribution to
. Discretionary bengfits in aretirement
Name "4 Fegs Salaries bonuses kind (a) ()~ benefit scheme Total

Hp@mley  RIKGER
fheras  rEmET

we e [ilpsn {BE() () i waEt
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETR ARETR AR®TT ARETT AR%TRT
Chaiman FE
Mr. Xu Shao Chun BRLFERE 150 1810 928 4873 49 7810
Executive dirsctors HITEE
M Lin Bo (2 (i) OB 52 ) (i) 150 634 176 078 0 233
Mr. Chen Deng Kun (a) (v) BRE LA () (v) 150 946 268 301 4 1,734
Mr. Yang Jian (a) (vi) 1B SL4 (a) (vi) - 24 - 459 15 698
Non-executive directors HHITEF
M. Dong Ming Zhu ELE 150 - - 116 - 266
M. Zhang Chen (a) (i) SRR (a) (i) 150 - - - - 150
Independent non-executive directors  J5v FEE7TE E
Mr. Gary Clark Biddle Gary Clark Biddlest & 200 - - 19 - 39
Mr. Wy Cheng (a) (iv REAE() (iv) 150 - - 116 - 266
M. Liu Chia-Yung ARELAE 150 - - 115 - 265
(a) Directors’ emoluments @) ESHMH
(i) Includes share option and share award plan, estimated () CREBEENRDREZDTE  REERY

monetary value was based on the annual charge of the share-
based payment in accordance with IFRS 2.

Mr. Lin Bo was appointed as an executive director of the
Company on 16 March 2016.

Mr. Zhang Chen resigned as a non-executive director of the
Company on 13 March 2018 and Mr. Shen Yuan Ching was
appointed as a non-executive director of the Company on the
same day.

Mr. Wu Cheng resigned as an independent non-executive
director of the Company on 13 March 2018 and Mr. Cao Yang
Feng was appointed as an independent non-executive director
of the Company on the same day.

HREAESS - B EBEEERARND A
EROINNFEER -

MWREER-F—REF=ZATRRRES
BORMTES -

REAEB-ZE-N\FZA+=ZHEIA
BERTESNBN  AA - BBEEE
ERTEARFENITES -

REEEB T \F=A+T=RABER
AIBVFHNTESORN AR B
FERZERNRBUIFNTES -

(v) M. Chen Deng Kun resigned as an executive director of the () BRESEEE_Z-ARENATEAGE
Company from 17 August 2016. NRIBITESMBAL -

(vi) Mr. Yang Jian resigned as an executive director of the (Vi) BEEEE-F-REFZATRARER
Company from 16 March 2016. AMITESMBA -
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B PR IR AR RE

41 Benefits and interests of directors and chief executive
officer (continued)

(b)

172 Kingdee International Software Group Company Limited

Directors’ termination benefits

None of the directors received or will receive any termination
benefits for the year ended 31 December 2017 and 2016.

Consideration provided to third parties for making available
directors’ services

For the year ended 31 December 2017 and 2016, the Group did not
pay consideration to any third parties for making available directors’
services.

Information about loans, quasi-loans and other dealings in favour
of directors, controlled bodies corporate by and connected entities
with such directors

As at 31 December 2017 and 2016, there are no loans, quasi-loans
and other dealing arrangements in favour of directors, controlled
bodies corporate by and connected entities with such directors.

4
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EERTTRARNFI2NER (R)

(b)

EERRILET

BE_T—R"FH-_T—+F+-_A=+—HLt
FE LEHETEEESRIIANEEAL
&Rl o

RIRHEERBMAE = RENGE

BE_T—RFE-_ZT—+F+-_A=+—HIt
FE EBSARRUEEEREMNATANE=S
REMEE -

MEE  XRFEFLHNEABBRAESH
MEIRRHNEN  EERNEMRZNER

BE_ZT-—RFE-T—+F+-A=+—HL
FE - SERIBERNES  XRFESTHOEA
EEkZEENEETERENER  £ERA
HitRZ HEER}
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