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2016 2015 2014

RMB’000 RMB’000 RMB000

AR%TR ARET T ARET T

Turover g 1,862,207 1,516,773 1,546,517

Profit attributable to owners of the Company AR R1iEzHH ATEE B F 288,230 105,766 197,048

Dividends per share BEERE HKD#H - HKD&H - HKD/&%0.015
Earnings per share FRER

- basic — &K RMBA E #0.0998 RMBA R #0.0382 RMBA R #0.0770

— diluted — RMBA E#0.0974 RMBA R #0.0360 RMBA R #0.0736

*

Earnings Per Share - Basic

FHRESHALERR LEEEHH -

Return on Equity

2015 & 2016 figures presented as continuing operations. Other years includes both continuing and discontinued operations.
1550162 EESHEL2HH - AT

BREH -EX PHEEKGE
RMB %
ARKET Btk
0.0998
%
0.077
07 il
Lj 9.9
= v
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0.0382 i
%
- 33 iy
| ) TT
A A
-0.0577 -89
2012 2013 2014 2015 2016 2012 2014 2015 2016
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Year ended 31 December

2012 2013 2014 2015 2016
—T-—f = CZZ-MmE —ZT-1F ZIB-RF
RMB’000 RMB'000 RMB’000 RMB'000 RMB’000
AR AR AR AR IN:
Revenues ety 1,765,493 1,602,125 1,546,517 1,516,773 1,862,207
Gross profit EFI* 1,146,967 1,205,889 1,275,830 1,226,617 1,514,246
Profit/(loss) before income tax HNBFERAARN /(&EE)* (162,020) 136,579 225,833 279,697 209,275
Profit/(loss) for the year EERN /(BE)* (163,975) 119,407 200,348 217,438 215,220
Assets H"E
Non-current assets ERHEE 2,418,823 2,347,786 2,290,106 2,429,498 3,020,595
Current assets MEEE 1,562,527 1,580,015 2,103,062 3,073,959 2,956,719
Total assets BEE 3,981,350 3,927,801 4,393,168 5,503,457 5,977,314
Equity and liabilities EaRaR
Equity attributable to the Company's AN BliEz 555 AJELS
Owners BANGEE 1,578,843 1,750,412 1,988,972 3,217,069 3,475,810
Non-controlling interests DY ER 11,459 4,466 9,246 29,649 60,356
Total equity i 1,590,302 1,754,878 1,998,218 3,246,718 3,536,166
Non-current liabilities ERBEE 1,432,940 1,221,007 1,365,589 1,338,024 1,518,414
Current liabilities MEEE 958,108 951,916 1,029,361 918,715 922,734
Total liabilities BERE 2,391,048 2,172,923 2,394,950 2,256,739 2,441,148
Total equity and liabilities HEZNAE 3,981,350 3,927,801 4,393,168 5,503,457 5,977,314

*

continuing and discontinued operations.
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Review

2016 marked a fruitful year in Kingdee’s transformation towards Cloud services. As the
Group stepped up efforts to expand the Cloud business, revenue from this segment
surged 103% from a year ago. We significantly outperformed our peers in the provision
of quality Cloud services. Significant breakthroughs were made in Kingdee’s Cloud ERP
operation, while the brand power of Jingdou Cloud was further strengthened. Meanwhile,
we successfully integrated the team of Guanyi Cloud into the Group. Besides, the
business volume of CloudHub experienced robust growth. Underpinned by strong
demand for Cloud services from Chinese enterprises, our Cloud business flourished in
the period.

Kingdee’s Cloud ERP for medium and large-sized enterprises had a breakout year
in 2016, with revenue from this segment surging by 90% year-on-year. We forged
cooperation agreements with various well-known enterprises both in China and overseas,
including Tencent, Coca-Cola, Jaguar Land Rover and Huawei. With the largest market
share in China, Kingdee's Cloud ERP delivered superior experiences to customers.
The pay-for-usage business model coupled with infrastructure support from leading
international service providers ensures sustainable and stable returns to the Group.

We made vigorous efforts in 2016 to innovate our Cloud services for micro and small-
sized enterprises. The upgrading of Youshang.com to Jingdou Cloud together with the
acquisition of Guanyi Cloud enabled us to provide integrated online to offline services to
enterprise users, which are of strategic importance for the Group’s business innovation.

Meanwhile, Kingdee's Mobile Office Cloud business experienced stellar growth in
2016. The number of enterprises and organizations registered for CloudHub exceeded
2.8 million and the number of its registered users topped 30 million. According to
the IDC statistics, CloudHub ranked top in China’s mobile office market in terms of
its sophistication, the share in medium and large-sized enterprises market and overall
competitiveness.

In 2016, Kingdee reinforced leadership in the management software market. Sales of
our management software products resumed double-digit growth. The Group’s core
solutions, such as “Smart Factory Solutions” and “Financial Resources Management
Solutions” received wide recognition by customers. Kingdee retained the largest share
in the application software market for China’s small and medium-sized enterprises for
twelve consecutive years.

Outlook

Great enterprises arise from big changes. In the coming decade, the Group will
accelerate the development of Cloud services, complete its digital transformation and
the transition of our business model, thereby establishing ourselves one of the most
trusted Internet companies and Cloud and Big Data services providers. Bearing in mind
that users’ experience is of utmost importance to us, we will develop the best products
for enterprises and help them to refine management concepts. As the era of the digital
economy is coming, Kingdee will capitalize on this trend to strive for excellence.

Acknowledgement

On behalf of the board of directors, | would like to take this opportunity to express
my heartfelt gratitude to the entire staff of Kingdee for their continuing contributions
and dedication. They are the key drivers to keep the Group innovative and dynamic.
| would also like to extend my gratitude to our clients, shareholders and investors
for their continuous trust and support, which pushes Kingdee to forge ahead. Going
forward, Kingdee will work together with our partners and customers to build and grow
a prosperous ecosystem for enterprise Cloud services, helping them achieve the digital
transformation and redefine their management.
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(1) Key Financial Information

In 2016, the Group achieved remarkable progress in its transition towards Cloud
Services, while its core operations maintained steady growth. The group’s revenue for
the period grew at the fastest pace in five years on both a consolidated and continued
operational basis. During the reporting period, the Management Software business
maintained steady growth with revenue from this segment increasing by 12.8% year-on-
year. Meanwhile, its Cloud Services continued to expand rapidly due to the significant
growth in Cloud ERP services, greater brand power of Jingdou Cloud together with the
acquisition and integration of Guanyi Cloud. Revenue from Cloud Services climbed
102.8% from the previous year and accounted for 18.3% of the Group’s total revenue.

While the Chinese government further drove the supply-side reform, there was increasing
demand for new technologies, new types of operations and new business models to
implement enterprise management reform. Therefore, the potential and scope for the
enterprise sector to grow was enormous and the Group’s expansion gained further
momentum. With strategic planning of its business transformation and optimization over
the past few years, Kingdee has further solidified its advantages in Cloud Services, and
boosted its profitability.

Revenue

For the year ended December 31, 2016, the Group recorded total revenue of
RMB1,862,207,000, representing an increase of 22.8% year-on-year (2015:
RMB1,516,773,000). Revenue from the ERP business was RMB1,521,383,000, up 12.8%
year-on-year (2015: RMB1,348,739,000). Meanwhile, revenue from the Cloud Services
business surged by 102.8% year-on-year to RMB340,824,000 (2015: RMB168,034,000).

Gross Profit

During the reporting period, the Group’s gross profit increased by approximately
23.4% to RMB1,514,246,000 (2015: RMB1,226,617,000). Gross profit margin reached
approximately 81.3% (2015: approximately 80.9%).

Profit

For the year ended December 31, 2016, profit attributable to owners of the Company
amounted to RMB288,230,000 (2015: RMB105,766,000). Net profit margin grew to
15.5% as compared to 7.0% in 2015. Basic earnings per share were RMB9.98 cents
(2015: RMB3.82 cents).

Cash Flow

For the year ended 31 December 31, 2016, net cash inflow generated from operating
activities reached RMB612,093,000, representing an increase of 10.0% year-on-year
(2015: RMB556,440,000).
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(2) Report on Business Sub-segments

During the reporting period, the Group capitalized on the digitalization trends among
enterprises and benefited significantly from the digitized economy. It accelerated the
development of Cloud services and created a business ecosystem based on them. At
the same time, the Group further cultivated its core business — enterprise management
software so as to enhance users’ experience and ensure its steady business growth.

According to the “PRC Semi-annual Enterprise Applications Tracker (2H 2015)” released
by IDC, an internationally recognized third-party research institute, Kingdee retained
the No.1 position in China’s application software market for small and medium-sized
enterprises for twelve consecutive years.

(I) Medium and Large-sized Enterprises Market

During the reporting period, the Group vigorously expanded its Cloud Services and
Management Software businesses for medium and large-sized enterprises through
Kingdee Software (China) Co., Ltd.

1. Stellar growth in Cloud services for medium and large-sized enterprises

Kingdee's Cloud ERP business saw robust growth in the reporting period and achieved
solid financial performance. Underpinned by a 150% year-on-year increase in the
number of customers, it generated revenue of more than RMB200 million, representing
a 90% growth from the previous year and accounting for over 10% of the Group’s total
revenue. Meanwhile, the retention rate of customers stayed above 90% as innovative
self-service delivery of Cloud ERP services was introduced. A number of well-known
enterprises, including Huawei, Tencent, Vanke and the New Development Bank in
China, as well as Hyvision, Golden Wayford and CDD International in overseas markets,
have signed contracts with the Group for its Cloud ERP services. Kingdee Cloud ERP
commanded the largest share in China’s market. As customers pay annual fees for using
Kingdee’s Cloud ERP services, they generate stable cash inflow to the Group in the long
term.

2. Management Software for medium and large-sized enterprises returned
to double-digit growth

Despite intense competition in the market, the Group still achieved double-digit growth
in the sales of management software for medium and large-sized enterprises during
the reporting period. Sales of financial resources management solutions accelerated to
more than 70% year-on-year. The Group stepped up cooperation with strategic partners
and social organizations and extended its reach to high-value added customers, such
as China Travel International Investment Hong Kong Ltd., CRRC Zhuzhou Locomotive,
Chow Tai Fook, Cheong Shing Property and Yingkou Port Group. As for its international
businesses, the Group signed an agreement with China National Travel Service Group
for its financial resources management project. The Group’s financial resources and
human resources management solutions reinforced the competitive strengths of its core
solutions and enabled it to enlarge its share in the medium and large-sized enterprises
market.
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During the reporting period, the Group capitalized on the opportunities arising from
the national policy of “Made in China 2025” and offered its equipment manufacturing
solutions to CRRC so as to meet its needs for intelligent manufacturing and management
resulting from its acquisition of RMB30 billion in overseas contracts. Moreover, it forged
a strategic cooperation with industrial automation services provider Kinco to launch
the “Smart Factory Solution”, which was showcased in Hannover Messe and received
various awards, including the “2016 Qutstanding Solution Award for Integration of
Informationization and Industrialization” from China Service Alliance for Integration of
Informationization and Industrialization.

Meanwhile, the Group achieved breakthroughs in its distribution channels during the
reporting period, with the number of customers and registered end-users grew by 20%
from the previous year.

(1) Micro and Small-sized Enterprises Market

During the reporting period, Shanghai Kingdee Deeking Cloud Computing Co., Ltd.
enhanced its Cloud services and management software for micro and small-sized
enterprises.

1. Jingdou Cloud - Reinforced brand power of its Cloud services for micro
and small-sized enterprises

During the reporting period, the Group further strengthened SaaS Cloud services
for micro and small-sized enterprises. Youshang.com was fully upgraded to a one-
stop Cloud management platform — Jingdou Cloud, which enables clients to carry
out financial accounting, stocktaking and business management more efficiently. With
stronger brand power and enhanced services, the number of Jingdou Cloud’s registered
users surged by more than 50%, while its services revenue climbed by more than 65%
and the retention rate of paid customers stayed above 75%.

Meanwhile, the Group further expanded Cloud-based E-commerce services during the
reporting period. On the Single’s Day in 2016 (11 November) alone, Kingdee's Guanyi
Cloud helped customers handle 133 million orders worth RMB21.3 billion with zero
defects. As a result, it was named the best enterprise internal management software in
the list of quality service providers on the Single’s Day released by Taobao. Moreover,
Guanyi Cloud was presented the “JD.com Golden Services Award” and the “Outstanding
National New ERP Service Providers for Retail Sector” by Ebrun.com.

2. Steady growth in sales of the management software for micro and small-
sized enterprises

During the reporting period, the Group provided one-stop IT solutions for small
and medium-sized enterprises to implement omni-channel marketing and carry out
management of their E-commerce businesses, retail sales, supply chains, manufacturing
and financial accounts. Revenue from the sales of management software products for
micro and small-sized enterprises in the reporting period increased by 12.1% from the
previous year. It was named the “Most Competitive Product in China’s Software and IT
Services Industry”, the “Most Exciting New ERP Service Provider for Retail Sector in
2016”, one of “China’s Top 50 Enterprises in Services Innovation” by Cyzone, and one of
“China’s Top 50 E-commerce Service Providers in 2016”.
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(111) Retaining the Largest Market Share in Mobile Office Business

During the reporting period, the Group further cultivated Cloud services for enterprise
mobility through the CloudHub platform. It significantly expanded cooperation with
channel partners, with number of partners increasing to more than 600. Furthermore, the
number of enterprises and organizations registered with CloudHub exceeded 2.8 million
and the number of registered users topped 30 million. Various well-known institutions,
including LeTV.com, Beijing Genomics Institute, PetroChina, China State Construction,
China Resources Group and Huawei, became its users. Meanwhile, Mr. Wang Shi,
a business magnate in China, was engaged as the spokesperson for CloudHub.
According to IDC, CloudHub ranked No.1 in China's mobile office sector in terms of
its sophistication, share in medium and large-sized enterprises market, and overall
rankings.

(Iv) Application for Listing of Infrastructure Software Business

During the reporting period, Shenzhen Kingdee Tianyan Middleware Corp Ltd. (“Kingdee
Tianyan Middleware”) stepped up efforts in the development of its next generation of
proprietary infrastructure software, thereby promoting data co-sharing between the
government and central state-owned enterprises. It launched the ADP Big Data platform
and the solutions for co-sharing of government data. During the reporting period,
Kingdee Tianyan Middleware was named one of the “Top 10 Most Influential Brands in
Infrastructure Software” at the 20th China International Software Expo and was chosen as
the “Most Preferred Middleware Brand” again. In order to enhance the competitiveness
and value of its infrastructure software business and to better manage its business and
operation, Kingdee Tianyan Middleware applied for a listing on the National SME Share
Transfer System and received approval in the reporting period.

(V) Launch into New Automobile Cloud Services

During the reporting period, Kingdee Vehicle Network Technology Co., Ltd. launched the
innovative automobile ERP + Cloud services to help traditional car dealers implement
their transformation towards the mobile Internet business model. Furthermore, the Group
launched a one-stop Cloud services platform “Happy Car Dealers” and “Fast Repair
SaaS Cloud Services”, extending its business scope to the entire value chain of the
car distribution industry and after-sale stores. With the support of greater brand power
and upgraded services, the Group covered 40% of the top 100 auto-dealers in China.
Meanwhile, its public Cloud products achieved major breakthroughs with the number of
car owner users growing by 633% from the previous year.

(V1) Received Approval of 2 Major Licenses for Internet Finance Business

In the face of the diverse requirements for financial services from small and medium-
sized enterprises, Kingdee Internet Financial Services Co., Ltd. continued to explore
the applications of Big Data technology in financial services and carried out innovative
cooperation with financial institutions. The Big-Data based loan services jointly launched
with MyBank enable lenders to get access to a variety of enterprise data extracted from
enterprise ERP software, which not only enhances their risk management capability,
but also helps them to evaluate the creditworthiness of borrowers in a more objective
manner. Therefore, micro and small-sized enterprises finance business can be carried
out more effectively. During the reporting period, Kingdee Credit Co., Ltd received the
approval for its application for the credit investigation license, while Guangzhou Deeking
Small Loan Co., Ltd got the approval for the commencement of its operation.
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(3) Organization and Talent Retention

During the reporting period, the Group reinforced its organizational management, drove
business growth through innovations and optimized operations according to different
business nature. Sticking to its core values of “acting in all conscience, with integrity
and righteousness”, Kingdee continued to implement the human resources strategy of
“motivating, introducing and developing” talents. It provided greater incentive to talents
by issuing restricted stock units to select employees. At the same time, the Group
continued to recruit fresh graduates born after 1985 and 1990 and top management from
around the world, thereby facilitating the implementation of the Group’s Cloud Services
strategy. During the reporting period, the Group’s incentive measures bore fruitful results
as evidenced by the successful development of nearly 60 innovation works.

(4) Social Responsibility

During the reporting period, the Group made significant efforts to promote China’s
management model. An expert committee, led by well-known management scholar Ms.
Chen Chunhua and comprising of 22 experts and scholars from a number of famed
domestic universities, conducted an in-depth study over a period of over 6 months
and picked a number of enterprises in recognition of their outstanding management.
They included LeEco, Xiaomi Inc., Yili Group, CCRC Zhuzhou Locomotive and Publicis
Groupe. They were presented the awards at the “China Management — Global Forum”.

Moreover, the Group continued to strengthen cooperation with various government
departments, industrial associations and educational institutions. It helped tertiary
institutions to introduce more practical university courses for the cultivation of
multi-skilled talents for society. As the Vice President Unit of the School-Enterprise
Cooperation Committee of the Graduate School of Education, the Group successfully
held the first “Kingdee Cloud Management Innovation Award”, a nationwide competition
among various tertiary institutions, and jointly promoted the “Program for Talents
Exchange between Enterprises and Universities”.

During the reporting period, the Group continued to support charitable activities
and projects. The “classes for immigrants” sponsored by Kingdee and China Siyuan
Foundation was successfully held. Moreover, it continued to make donations to the
“Siyuan Foundation for Impoverished Students in Ya'an Phase II" and the “Teach for
China — Rural Education and Public Welfare Project”, with a vision to “let all children
have equal access to quality education”.

(5) Future outlook

The Group attributed its achievements over the past five years to its focus on the
provision of Cloud services to enterprises and related investments and contributions.
During the meetings of the National People’s Congress and the Chinese People’s Political
Consultative Conference, the Chinese government called for accelerating the development
of Big Data and Cloud computing technology, and exploring the applications of Internet
of Things. The emergence of new technologies, new types of operations and new
business models will push traditional industries to reform their production, management
and marketing models. A new era of digital economy is imminent and Kingdee is set to
ride on the trend to move ahead.

Looking ahead into the future, the Group will adhere to its established strategy of “new
model, new Kingdee” and speed up the development of Cloud services to complete the
transformation towards digitalization and the reform of its business model. It aims to
evolve to be one of the most trusted Internet companies and Cloud services and Big Data
services providers. While attaching great importance to users’ experience, the Group
will develop the best products to customers and help them to redefine their management
concepts. Kingdee will strive to retain its leadership in enterprise Cloud services sector
and become the top player in the market.

= HRBRASRE

BREHA - SEEARLET2AENE - BIFKRE
EEB DETHERE  UIBRM  EEE 7
BIMBOEER  BEZERE - ol BE)
MO B - BBEMRHIEREANMAREAT
BE - A - KBS  WRASFEA
7 YERAEFRBHEREAS  XBLARAMRE
IRISEEE - iR SEMBRFRREE - KRS
ATE0EAIFAAR

CHERE

BEHA - AEEURTHEEEEAGBLEACE @
HAEREERELRUNEANSU AL HRA20
X BEARNERZE S ERBBEEANA
AT SRR BRI - ORRE - PR
B hEGE ARG ESSREEEEERG
BRHARRER - SE [PEERE « 2HHmE] ET

BERN ARBESERRATZHE  KROA
- BYERAEARASEY  SHERERER
BAHEZAT - FRHAERRREXLHEHER
PRIEZECRIEREN  AEERYERTEHE
[EREEERLHN | 2BERAE - YHAKD (5
EFRIR]-

BERAR AEERESESAREPNERR &
EEHN[BR-eSHEBRIIERARES 1
BERY [BRASHRLERNSE_HRAE]: BY
[XBTE ENXBLREE R [EMETEZ
FHREESRASEEHE | NES -

i RRRE

BEDLF  KEKGRERYERERFHENE
- RARRE - PERFAE (ME] B REMR
AYE - EE MBERAOERNER  HR
i XL FEAREARDERERLE  BE
MEHREAZE  HFEENIEE 2 RREERR

LE o

HARK RESFRATHER Hek) 08K
& MREREHE  AFTREFCBE - TRE
ARARE  BEAA-KESEENERBRA
ERR ABERELE - BEAPER - TEE
B BNERER  SRECEERBHELHE
F RHE—-

TZREER SRERSAKERRAE 13



ESREREER

DIRECTORS
Executive Directors

Xu Shao Chun (# < %F), aged 54, 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 (# %), aged 44, an Executive Director of the Company (appointed since 16
March 2016). Mr. Lin obtained a bachelor’s degree of Computer Science from University
of Xiamen. He is currently the Chief Financial Officer and vice President of the Company.
After joining the Company in 1997, Mr. Lin has served as the General Manager of the
Company in Fujian Province Region, the General Manager of Operation Management
Department and the Director of Strategic Development Department of the Group. Mr. Lin
has extensive experience in strategic planning, marketing management and financial
management.

Non-executive Director

Dong Ming Zhu (ZEBA®E), aged 62, a Non-executive Director of the Company. Ms.
Dong obtained a Master Degree of Business Administration from Zhongnan University
of Economics and Law. She is now the chairman of the board (“COB”) and President
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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Chen Zhang (3R &), aged 52, a Non-executive Director of the Company, is currently
a Senior Vice President with JD.com Inc., where he serves as the Head of Research and
Development for JD Mall* (FRELEHE). Mr. Zhang has over 20 years of experience
in software development and management. Prior to joining JD.com Inc., he was the
president of the Global Research and Development Centre of Yahoo Beijing. In this role
he was responsible for the development of many of Yahoo's core global products, such
as its science driven advertising and personalisation platforms, and mobile and cloud
platforms. He worked with Yahoo for a total of 18 years, during which time he was
responsible for the development of Yahoo Messenger. He earned a master's degree in
Computer Science from Indiana University Bloomington in 1991,

Independent non-executive Directors

Gary Clark Biddle, aged 65, an Independent Non-executive Director of the Company.
Mr. Biddle is the Accounting Chair and PCCW Chair Professor at the University of
Hong Kong. He received his MBA and PhD degrees at University of Chicago and has
served as professor at University of Chicago, University of Washington and Dean of the
Faculty of Business and Economics at the University of Hong Kong and Associate Dean
of the School of Business and Management of Hong Kong University of Science and
Technology, where he was a member of the Council, Court, Senate and held the title of
Synergis-Geoffrey Yeh Chair Professor. He has served or is serving as visiting professor
at leading business schools globally, including Columbia University Business School
(USA), London Business School (UK), IMD (Switzerland) and 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 and a
remuneration committee member at closely-held Chinachem Group.

Wu Cheng (52i#), aged 77, an Independent Non-executive Director of the Company,
a professor of the Department of Automation of Tsinghua University and an academician
of Chinese Academy of Engineering. Mr. Wu is also the Dean of State CIMS Engineering
Technical Research Center. Mr. Wu graduated from the Department of Electrical
Engineering, Tsinghua University of undergraduate course in 1962 and graduate course
in 1966. He had been doing post doctorate researches in USA from 1981 to 1983. Mr.
Wu has participated in CIMS projects of 863 Program, and has been appointed as the
leader of CIMS expert group and chief scientist in automation field. He has received a lot
of awards for his contributions to the technology development in the PRC.

Liu Chia Yung (2I2%E), aged 58, an Independent Non-executive Director of the
Company. Mr. Liu obtained a Master Degree of Business Administration from University
of Missouri in the United States. Mr. Liu joined Trend Micro in 2002, and served as the
president of the Asia Pacific region and then the general manager of global services
business group, being responsible for the overall business operation in Asia Pacific
region, R&D and Trend Micro’s global enterprises cyber security outsourcing service
planning. Mr. Liu joined Green and Associates in 2007 and has served as the general
manager, focusing on strategic human resources consulting since then. Mr. Liu has rich
experience in Hi-Tech marketing, business strategy planning and global corporation
management. Mr. Liu used to act as adjunct professors at Soochow University in Taiwan
and Peter F. Drucker Academy in Beijing.
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COMPANY SECRETARY

Chow Chan Lum (8B#&#k), aged 65, has been a member of the Institute of Chartered
Accountants of Scotland since 1979 and is a member of the Hong Kong Institute of
Certified Public Accountants. Mr. Chow is the precedent partner of Wong Brothers &
Co, Certified Public Accountants, and a member of the Foreign Experts Consultative
Committee on China Independent Auditing Standards of the PRC Ministry of Finance.
Mr. Chow is currently an independent non-executive director of Maoye International
Holdings Limited and CEC Holdings Company Limited, and has been an independent
non-executive director of China Aerospace International Holdings Limited from 2002 to
2012 and Pak Tak International Limited from 2002 to 2014.

SENIOR MANAGEMENT

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

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

Sun Yan Fei (FRREM), aged 43, 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 (ZEJE8), aged 49, 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 (Z5), aged 42, 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 2016.

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 60 million corporate, hospitals and government organizations worldwide.

The total revenue and profit attributable to the owners of the Group for the year ended
31 December 2016 were RMB1,862,207,000 and RMB288,230,000, respectively. Of
such revenue, approximately 81.7% was derived from the sales of ERP business and
approximately 18.3% was derived from the Cloud services business. For details, please
refer to the consolidated income statement set out on page 55.

The Group has established three software parks which are located in Shenzhen, Shanghai
and Beijing, respectively. As at 31 December 2016, the Group had nearly 50 branches
mainly engaging in marketing and service and had approximately over 2000 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 Hong Kong 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 9 to 13 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 2016 are set out in the consolidated
income statement on page 55. The Board of Directors (the “Board”) does not recommend
the distribution of a final dividend of the year ended 31 December 2016 (2015: nil).

Distributable Reserves

As at 31 December 2016, the retained earnings of the Company attributable to owners of
the Company approximately RMB1,237,780,000 (2015: RMB949,550,000).

Closure of Register

The register of members of the Company will be closed from Friday, 5 May 2017 to
Wednesday, 10 May 2017 (both days inclusive), during which time no transfer of
shares will be registered. In order to be qualified to attend, participate in and vote at
the annual general meeting of the Company (the “AGM”) that is going to be held on 10
May 2017, all transfer documents accompanied by the relevant share certificates must
be lodged with the Company’s branch share registration and transfer office in Hong
Kong, Computershare Hong Kong Investor Services Limited at Room 1712-1716, 17th
Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong not later than 4:30 p.m. on
Thursday, 4 May 2017.

Bank Loans and Other Borrowing

Details of bank loans and other borrowing for the year ended 31 December 2016 are set
out in Note 22 to the financial statement.

Reserves

Details of movements in the reserves of the Group for the year ended 31 December 2016
are set out in the consolidated statement of changes in equity on page 57.

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
2016 are set out in Note 7 to the financial statement.

Interests of the Directors in Contracts

Save as disclosed under the heading “Connected Transactions and 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 2016 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 (the “Articles of Association”) of the Company, which
would oblige the Company to issue new shares to its existing shareholders in proportion
to their existing shareholdings.

Share Capital and Options
o Share Capital

Details of the movements in share capital of the Company for the year ended 31
December 2016 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 2016, the Company purchased 37,878,000
shares of the Company on the Stock Exchange for an aggregate consideration of
HK$108,007,000 pursuant to the Company’s Share Award Scheme as adopted by
the Company on 4 December 2015.

During the year ended 31 December 2016, the Company repurchased 6,600,000
shares of the Company on the Stock Exchange for an aggregate consideration of
HK$18,980,000 (highest price per share was HK$2.94 and lowest price per share
was HK$2.80, which were cancelled on 19 January 2017). The Directors are of the
view that such repurchases have the effect of enhancing the earnings per share
of the Group 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
2016, 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 237,193,043 share options were
exercised, 147,361,006 share options lapsed since its adoption. During the year ended
31 December 2016, 29,692,328 shares options were exercised and 51,487,000 share
options lapsed and as at 31 December 2016, 144,947,551 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 December 2016, The Company had
granted 40,000,000 share options since its adoption pursuant to the 2015 Scheme. As
at 31 December 2016, 40,000,000 share options remained outstanding. According to the
scheme mandate limit of the 2015 Scheme, the Company may further grant 219,264,096
share options (being 259,264,096 share options less the 40,000,000 share options
granted), representing approximately 7.44% of the issued share capital of the Company
as at 31 December 2016.

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 in favour at such general meeting. The
granted options can be exercised during the validity period of the respective share option
schemes.
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The exercise price of the share options is determined by the Board, but may not be less
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 2016 are set out in Note 21 to
the financial statements and are included in the table as follows:
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BRES IR _T-AFAENERL  CEOR
ERMBREFFRNAFRANMEREM TR
RANRRA -

Options Options Options Options

Options held granted exercised lapsed held at

at 31 December during the during the during the 31 December

2015 reporting period reporting period reporting period 2016

R-Z-1%F wBEHA REHA BEHA RIS-XREF

Name or category of +=A=+—-H B fTfERy &% +=A=+—H

participants BHERHBHEEER e MEEENA MREsE MEEBE HMEEHE

Directors F
Xu Shao Chun (Note 1) ROE (1) 2,800,000 . - N 2,800,000
Oriental Gold Limited QOriental Gold Limited 9,900,000 - - - 9,900,000
(Note 1) (P&

LinBo yisd 1,325,000 - 300,000 - 1,025,000

Gary Clark Biddle Gary Clark Biddle 1,180,000 - - - 1,180,000

Wu Cheng RE 300,000 - - - 300,000

Dong Ming Zhu EHHLE 400,000 - - - 400,000

Liu Chia Yung 2RE 200,000 - - - 200,000

Other employees in aggregate  Hfth{E S48 250,021,879 - 29,692,328 51,487,000 169,142,551

Total A&t 266,126,879 - 29,692,328 51,487,000 184,947,551
Note: Wizt

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

Share Award Scheme

The share award scheme (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 Limited i A B H/TEE - £
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Oriental Gold Limited &2Billion Ocean Limited <
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During the year ended 31 December 2016, the Company granted 22,948,000 awarded
shares pursuant to the Share Award Scheme and out of which, 3,537,500 awarded shares
were granted to the Directors, details of which are as follows:

WEE-E-AET-AST—BILEE  RERH
SRS IR 222 B 00 BB - AAFE
037 R B A SR IR 15 253,597 5008 - A BRI
T -

Asat  Granted during  Vested during As at

31 December the reporting the reporting 31 December

2015 period period 2016

RIE-RE

R-ZE-1F +=-RA=+—H

Name of Director EENRE +TZA=+—-H HREHARH BEUARE 14

Xu Shao Chun ROE 1,000,000 2,000,000 250,000 2,750,000

Lin Bo W 250,000 600,000 62,500 787,500
Directors Ex

The composition of the Board for the financial year ended 31 December 2016 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) (appointed as Chief Financial Officer
on 1 January 2016 and appointed as an executive Director on 16 March 2016)

Mr. Chen Deng Kun (resigned as executive Director on 17 August 2016)
Mr. Yang Jian (resigned as Chief Financial Officer on 1 January 2016 and
resigned as executive Director on 16 March 2016)

Non-executive Director

Ms. Dong Ming Zhu
Mr. Chen Zhang

Independent non-executive Directors

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

In accordance with Article 116 of the Articles of Association, Ms. Dong Ming Zhu as a
non-executive Director and Mr. Chen Zhang as a non-executive Director, Mr. Wu Cheng
as an independent non-executive Directors would retire by rotation at the AGM, and
would offer themselves for re-election as directors of the Company at the AGM.

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

Disclosure of Change of Information of Directors and Senior
Management pursuant to Rule 13.51B of the Listing Rules

Mr. Lin Bo was appointed as the Chief Financial Officer on 1 January 2016 and as an
executive Director on 16 March 2016.

Mr. Yang Jian resigned as the Chief Financial Officer on 1 January 2016 and as an
executive Director on 16 March 2016.

Mr. Chen Deng Kun resigned as an executive Director on 17 August 2016.

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

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

As at 31 December 2016, 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 (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 in shares/underlying shares of the Company

FAFRGARRHRZEE

Number of shares/
underlying shares

Percentage of
issued share

(where appropriate) Types of interests capital
B’ /R HERTERE
Name of Directors EEpS B E (miER) EanE HEA
Xu Shao Chun mIE 765,298,624 Interests of controlled carporation (Note 1)
RER ARz e (1)
2,750,000 Beneficiary of a trust (Note 2)
EREZEA (M)
11,815,200 Beneficial owner
ERBEAA
12,700,000 Share option (Note 3)
AR (W)
SUBTOTAL g 792,563,824 26.89%
LinBo MR 787,500 Beneficiary of a trust (Note 2)
EREZEA (M)
363,500 Beneficial owner
ERBAA
1,025,000 Share option (Note 3)
B (PFE3)
SUBTOTAL NET 2,176,000 0.07%
Gary Clark Biddle Gary Clark Biddle 1,180,000 Share option (Note 3)
g (FIE3)
SUBTOTAL INE 1,180,000 0.04%
Wu Cheng RE 780,000 Beneficial owner
ERBAA
300,000 Share option (Note 3)
MR (PFE3)
SUBTOTAL NET 1,080,000 0.04%
Dong Ming Zhu SRk 400,000 Share option (Note 3)
R (M)
SUBTOTAL INE 400,000 0.01%
Liu Chia Yung EEY 200,000 Share option (Note 3)
R (FIEE3)
SUBTOTAL N 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 2016 with
total issued shares of 2,947,840,921.

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

2. The trustee of the 2,750,000 shares, is Bank of Communications Trustee Limited.

3. Details of the share options is set out in the section headed “Share Option Schemes”.

Save as disclosed in this paragraph, as at 31 December 2016, none of the Directors
and chief executive of the Company had any interests and short positions in the shares,
underlying shares and debentures of the Company and its associated corporations
(within the meaning of Part XV of the SFO), which will be required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO or
which will be required, pursuant to Section 352 of the SFO to be entered in the register
referred to therein, or which will be required to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

Directors’ Rights to Acquire Shares or Debentures

Save as disclosed in the section headed “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 2016.

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

As at 31 December 2016, 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

ARG ARRAPZEE

Number of Shares/
underlying Shares

Percentage of
issued share

(where appropriate) Capacity capital
B&ip, /488 HERT
Name BRER BinsE (WEA) ERnE BFEESLL
Easy Key Holdings Limited (Note 1) Easy Key Holdings Limited 765,298,624 Interest of corporation controlled
(FzE1) RER ARz R
9,900,000 Other/share option (Note 3)
Hit /W17 EBRE (PH3E3)
SUBTOTAL et 775,198,624 26.30%
Oriental Gold Limited (Note 1) Qriental Gold Limited 409,412,000 Beneficial owner (Note 2)
(&) ExBBA (M)
9,900,000 Other/share option (Note 3)
Hitr,/BR17 EAHE (P3E3)

SUBTOTAL B 419,312,000 14.22%
Billion Ocean Limited (Note 1) Billion Ocean Limited 355,886,624 Beneficial owner 12.07%
(FzE1) EGBEBA
JD Oriental Investment Limited JD Oriental Investment Limited 288,526,000(L) [nvestment manager 9.79%

(Note 4) GEL) RELE
Notes: BitsE -

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 2016 with
total issued shares of 2,947,840,921.

1.

26

0Of 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
(ii) 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), 130,000,000 shares (the “Lent Shares”) are made
available to Credit Suisse AG (“CSAG”) on the basis that CSAG in turn agrees to make
available to Credit Suisse Securities (Europe) Limited (“CSSEL”) for purposes of stock
lending by CSSEL to investors of the Guaranteed Convertible Bonds (as defined below)
procured by CSSEL and for the purpose of on-lending by CSSEL to Macquarie Bank Limited
(“Macquarie”) to facilitate stock lending by Macquarie to investors in the Guaranteed
Convertible Bonds procured by Macquarie. During the terms of the lending arrangement,
Oriental Gold Limited will not have the right to recall the Lent Shares and it will not have
voting rights on the Lent Shares. It is expected that the Lent Shares will be returned to
Oriental Gold Limited on or before the earlier of (i) the date on which all the Guaranteed
Convertible Bonds are redeemed or converted and (i) 14 April 2017.
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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. FBBAEOFERN [ 2 —f

4. 1R1201545 426 BJD Oriental Investment Limited + Max
Smart Limited - JD.com, Inc. » JD.com Investment Limited
2 30 A B A R AR HE M - Max Smart Limited -
JD.com, Inc. + JD.com Investment Limited 22138 5 4% & &
RZBROBEEER 0T :

Direct
Name of controlled corporation Name of controlling shareholder % control interest Number of shares
4 INCE ERERAE ERESL EEHR B&
Max Smart Limited Liu Qiangdong Richard 100.00 N Long position 288,526,000
Max Smart Limited ElEES 100.00 4 HE
JD.com, Inc. Max Smart Limited and Fortune Rising 82.80 N Long position 288,526,000
Holdings Limited
JD. com, Inc. Max Smart Limited and Fortune Rising 82.80 E )
Holdings Limited
JD.com Investment Limited JD.com, Inc. 100.00 N Long position 288,526,000
JD. com Investment Limited JD.com, Inc. 100.00 FA 5>
JD Oriental Investment Limited JD.com Investment Limited 100.00 Y Long position 288,526,000
JD Oriental Investment Limited JD.com Investment Limited 100.00 z HR
Public Float KREGHRE

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 (a Company’s wholly owned subsidiary, as
Issuer and the Company, as Guarantor) issued five-year guaranteed convertible bond
in the principal amount of USD175,000,000 which bear interest at a rate of 4% per
annum payable semi-annually (the “Guaranteed Convertible Bonds”). The 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 2016, among
the net proceeds from the Guaranteed Convertible Bonds, (i) approximately USD83.3
million had been used to repay bank loans; (ii) approximately USD43 million had been
used for working capital and general corporate purposes; (iii) approximately USD46
million had been used for investment purpose, and (iv) approximately USD0.003
million proposed to be used for working capital and general corporate purposes. Unless
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previously redeemed, converted or purchased and cancelled, the Issuer will redeem each
Guaranteed Convertible Bond at its principal amount together with accrued and unpaid
interest thereon on 14 April 2019. The Guaranteed Convertible Bonds are convertible at
the option of the bondholders into ordinary shares of the Company from 25 May 2014
to the close of business on the date falling 10 days prior to 14 April 2019, at a price
of HKD3.90 per share, subject to adjustments. As at 31 December 2016, 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.

Material Acquisition and Disposal

0On 28 July 2016, (i) Kingdee Software (China) Co., Ltd.* (£ & & (FhE) AR A
7)) (“Kingdee China”), a direct wholly-owned subsidiary of the Company, (i) Ms. Zou
Jin, (iii) Shenzhen Baijin Investment Company Limited* (ZINE £ EEFR A F)
(“Baijin Investment”), a company wholly owned by Mr. Xu Shao Chun, and (iv) Shenzhen
Qianhai Baidi Network Co., Ltd.* (FIIFIE B EMNLLBR A E]) (“Qianhai Baidi"),
a company held by Baijin Investment as to 99% and Ms. Zou Jin as to 1%, entered
into a termination agreement (the “Qianhai Baidi Agreement”) whereby the parties
thereto agreed that the contractual arrangements in relation to Qianhai Baidi would be
terminated. In consideration of Kingdee China agreeing to enter into the Qianhai Baidi
Agreement, a total consideration of RMB55,648,000 is payable by Ms. Zou Jin and Baijin
Investment.

On 28 July 2016, (i) Kingdee China, (i) Shenzhen Hongjin Investment Company Limited*
CFEII5L £ & ABR A A)) (“Hongjin Investment”), the equity interest of which is held
as to 99% by Mr. Xu Shao Chun and as to 1% by Mr. Chang Zhu, and is regarded as
a controlled structured entity in the Group’s consolidated financial statements through
certain contractual arrangements entered into among Kingdee China, the owners of
Hongjin Investment and Hongjin Investment, (iii) Baijin Investment and (iv) Shenzhen
CloudHub Network Co., Ltd.* (RYIE Z KA84& B R A F]) (“CloudHub”), the equity
interest of which is held by Baijin Investment as to 85% and Hongjin Investment as to
15%, entered into a termination agreement (the “CloudHub Agreement”) whereby the
parties thereto agreed that the contractual arrangements in relation to CloudHub would
be terminated. In consideration of Kingdee China agreeing to enter into the CloudHub
Agreement, a total consideration of RMB43,330,450 is payable by Baijin Investment.

On 28 July 2016, (i) Kingdee China as seller, (i) Baijin Investment and Mr. Chang
Zhu as purchasers and (i) Shanghai Kingdee Medical Software Co., Ltd.* (/&%
4t B2 2 A A (E A BR A B]) (“Shanghai Kingdee Medical”), an indirect wholly-
owned subsidiary of the Company, entered into an agreement (the “Kingdee Medical
Agreement”) whereby Kingdee China conditionally agreed to sell, and Baijin Investment
and Chang Zhu conditionally agreed to purchase, the entire equity interest in Shanghai
Kingdee Medical at a consideration of RMB8,423,000.
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After the completion of the transactions contemplated under the Qianhai Baidi
Agreement, the CloudHub Agreement and the Kingdee Medical Agreement, the assets,
liabilities and the financial results of the Qianhai Baidi, CloudHub and Shanghai Kingdee
Medical including their subsidiary company would be deconsolidated from the financial
statements of the Group.

Please also refer to the announcements of the Company dated 28 July 2016 for the
details of the Transactions above.

Connected Transactions and Related Party Transactions

Given that Mr. Xu Shao Chun, an executive Director, the Chairman of the Board, the
Chief Executive Officer and the controlling shareholder of the Company, is beneficially
interested in 100% of Baijin Investment’s equity interest, the transactions contemplated
under the Qianhai Baidi Agreement, the CloudHub Agreement and the Kingdee Medical
Agreement disclosed under the section headed “Material Acquisition and Disposal”
above are connected transactions.

A summary of the related party transactions entered into by the Group during the year
ended 31 December 2016 is contained in Note 39 to the Financial Statements. Certain
related party transactions described therein falls under the definition of “connected
transaction” or “continuing connected transaction” under Chapter 14A of the Listing Rule
and has complied with the requirements of Chapter 14A of the Listing Rules.

Continuing Connected Transactions

Pursuant to the strategic cooperation framework agreement (the “Strategic Cooperation
Agreement”) dated 1 January 2016 entered into between Kingdee China, a wholly-
owned subsidiary of the Company, and CloudHub, the parties agreed to cooperate in
the distribution of the products and services in relation to “Enterprise Mobile Office
Platform” (1282 E) T{EF 4) of CloudHub, the promotion of the on-line software as
service products of CloudHub (including standard operating services, voice conferencing
services, application access services, customer relationship management products,
etc.) and the sales support of Kingdee collaborative office software as set out in the
agreement. The pricing for the transactions should be determined by reference to market
prices offered to any independent third party by CloudHub or Kingdee China for similar
products and/or services. The term of the Strategic Cooperation Framework Agreement is
two years from the date of the agreement. Due to the transaction disclosed in the section
headed “Material Acquisition and Disposal”, CloudHub has become an associate of Mr.
Xu Shao Chun and therefore a connected person of the Company because CloudHub
is a subsidiary of Baijin Investment, as a result, the transactions become a continuing
connected transaction since 28 July 2016. The actual transaction amount for the period
from 28 July 2016 to 31 December 2016 was RMB23,197,000. The annual cap for the
year ending 31 December 2017 approved by the Board was RMB60,000,000.

Please refer to the announcements of the Company dated 28 July 2016 and 10 March
2017 for the details.
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Pursuant to Rule 14A.55 of the Listing Rules, the Directors (including the independent
non-executive Directors) considered that the terms of the Strategic Cooperation
Agreement and the annual caps for the period from 28 July 2016 to 31 December
2016 and for the year ending 31 December 2017 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 under the Strategic Cooperation Framework Agreement
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 above mentioned 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.

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 0.27%
- five largest customers in aggregate 1.14%
Purchases

- the largest supplier 6%
- five largest suppliers in aggregate 21%

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 Hong Kong Companies
Ordinance) for the benefit of the Directors is currently in force and was in force
throughout this year.
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Auditors

PricewaterhouseCoopers was appointed as the external auditor of the Company for the
year of 2016, 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 Company’s forthcoming annual general
meeting.

Events after the Reporting Period

On 28 February 2017, the approval relating to the quotation (the “Quotation”) of the
shares of Kingdee Tianyan Middleware Corp Ltd.* (ZEIIT £ K e BN A
FR 72 A1) on the National Equities Exchange and Quotations of the People’s Republic
of China (the New Third Board*) from National Equities Exchange And Quotations Co.,
Ltd.* (2B /AR D8R R B RE £2 7)) has been obtained.

Please refer to the announcements of the Company dated 30 November 2016 and 1
March 2017 for further details on the Quotation.

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, 15 March 2017

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. Chen Zhang as non-executive directors; and Mr.
Gary Clark Biddle, Mr. Wu Cheng and Mr. Liu Chia Yung 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 announcement 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 2016 except for code provisions A 2.1. For details
and reasons for the deviation, please refer to the sections 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.

Il. Composition of the Board

As at 31 December 2016, 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
(appointed as Chief Financial Officer on 1 January 2016 and appointed as
an executive Director on 16 March 2016)
Mr. Chen Deng Kun
(resigned as an executive Director on 17 August 2016)
Mr. Yang Jian
(resigned as Chief Financial Officer on 1 January 2016 and resigned as
an executive Director on 16 March 2016)

NON-EXECUTIVE DIRECTORS

Ms. Dong Ming Zhu
Mr. Chen Zhang

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Gary Clark Biddle
Mr. Wu Cheng
Mr. Liu Chia Yung
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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 14 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
Assaciation, 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 Ms. Dong Ming Zhu, Mr. Chen Zhang and Mr. Wu Cheng will
retire by rotation and be eligible for re-glection.

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).

lll. Board Meeting/General Meeting

For the year ended 31 December 2016, the Company convened five Board meetings and
one annual general meeting (“AGM”). The following table shows the details of Directors’
attendance:
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Attendance/Number of Meetings that
the Director required to attend

HEHR ESHREEERE
Board Meetings AGM
Directors BEE ESgER BREFEXE
Executive Directors HTEE
Mr. Xu Shao Chun (Chairman and hoELE EEETRE 505 il
Chief Executive Officer) FERWITE
Mr. Lin Bo (Chief Financial WERE  BRIBE 5/5 1/1
Officer)(appointed as Chief Financial Officer on (ZE—NF-A—BEZTEREIHEE
1 January 2016 and appointed as an executive RZE—RE=ZR+BEZAHNTES)
Director on 16 March 2016)
Mr. Chen Deng Kun (resigned on 17 August 2016) REMEE (ERZE—RENATLREHE) 3/5 11
Mr. Yang Jian (Chief Financial Officer) (resigned as BREL (BER-E—XRF—HF—H 115 0n
Chief Financial Officer on 1 January 2016 and BIERENKE ER-E—"E=A+AH
resigned as an executive Director on 16 March 2016) BEHRTES)
Non-executive Director EHTESE
Ms. Dong Ming Zhu ELz e 4/5 0/
Mr. Chen Zhang KREE 3/5 0/
Independent non-executive Directors BUERTEE
Mr. Gary Clark Biddle Gary Clark Biddlest &= 55 0/1
Mr. Wu Cheng RERE 5/5 0/1
Mr. Liu Chia Yung BRERE 5/5 0/1
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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 2016, 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 2015 annual report and the 2016 interim report, approving the 2016 grant of
share options, approving share award scheme and discussing other major matters. The
secretary of the Board has recorded the proceedings of each Board meeting by keeping
detailed minutes, including all decisions made by the Board together with concerns
raised and dissenting views expressed (if any) by the Directors. All minutes are kept by
the secretariat of the Board and any relevant files including the agenda, documents and
minutes are open for any Directors’ inspection.

IV. Continuous professional development of Directors

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

other relevant topics

LEER EERRR

Director E=S it 48 B E RE S AN
Executive Directors BITESR
Mr. Xu Shao Chun (Chairman and ROREE

Chief Executive Officer) (EZSXRFRERITE) v
Mr. Lin Bo (Chief Financial Officer) WEEE (BREMEE -

(appointed as Chief Financial BRUBERN-_E—"F—A—BEZF -

Officer on 1 January 2016 and appointed as HWOEEN_E—"F=A T BEZT)

an executive Director on 16 March 2016) v/
Mr. Chen Deng Kun (resigned on 17 August 2016) REmEE (BERZE—R"FNATLREHE) v/
Mr. Yang Jian (Chief Financial Officer) BREE (BRMBR  RZE—"E—-H—H

(resigned as Chief Financial Officer on 1 January 2016 BIgEUEE  R-Z—~E=A+<H

and resigned as an executive Director on 16 March 2016) ~ BHE#HTES) 4
Non-executive Director FHTES
Ms. Dong Ming Zhu BR%T LT 4
Mr. Chen Zhang RRLAE 4
Independent non-executive Directors BIAERTEE
Mr. Gary Clark Biddle Gary Clark Biddlest 4 4
Mr. Wu Cheng [EEE 4
Mr. Liu Chia Yung BIRELE v

When Directors are asked to express their views on the Company’s connected  (2)
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 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

) EFEHEFZTETERE
BOBOERRTE  BER
ARNNRARET (BE  HEhRREE
ABEERR) AR -

EFEZAY

committees follow the statutory procedures and the respective Terms of Reference and
Modus Operandi.
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Audit Committee

As at 31 December 2016, 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)

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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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 2016, the Audit Committee held three
meetings, at which the Audit Committee:

(8 BBAWRABMIMNEZEEN TIESEH
HEARNABELNESUESR  ©ARE
RABBLNEEARFABERHERE
e YEREEMML - UEITAHERYD
BE ARIBE REREMA

9 FTHRENFEAEFSER X

(10) FEARAREHATLH : ARAEET
W‘*Exﬂﬁ%E¥& PR EE IR s E {77 T A B
FENPEETRERHEE

E%%E”W RFAEU EARNET R R GRELER
EBIFEAUAR AR BENEARRENIRAG
R
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—RETZRA=T-RIEFEAR
TRTHEEE:

A
\—7

BEEER
-+

17

(1) reviewed the Company’s annual financial report and internal control report for the (1) BEAARA-Z-RFEEENHERSER
year 2015, and submitted them to the Board for approval; HERRE  UEREERQHRBA
(2)  discussed the Company's internal control system and reviewed the Company's  (2) FR ARAIEEHRELE B -5 RFEL
interim financial report of 2016, and submitted it to the Board for approval; FEMFBBRETEREETSLHBR
(3)  communicated with the auditor regarding the 2016 annual audit work and audit ~ (3) EZHMEABRRBR T EEEE:t
plans; and T{EEEE R
(4)  reviewed the effectiveness of the Group’s risk management and internal control  (4) HEAFEEERZAMEEALRINGEE
systems, including financial, operational and compliance controls, with the senior = A&#‘JZK RN EMRER - AEIEE
management and the auditors of the Company. 5 RENTBREFHERER -
Details of attendance at Audit Committee meetings during year 2016 are set out below: TR REEBRRZESERLRABEIMT
2016
Attendance/
Number of
Meetings
ZE-RE§
Audit Committee Members BREMSE HEEERH
Mr. Gary Clark Biddle (Chairman) Gary Clark Biddle 4 (£ /%) 3/3
Mr. Wu Cheng RERE 33
Mr. Liu Chia Yung BIRELE 3/3
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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 2016, 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 2016, the Remuneration Committee held
two meetings to review the remuneration package of Directors and senior management,
discuss the grant of share options pursuant to the Company’s share option scheme, and
submit proposals to the Board.

Details of attendance at Remuneration Committee meetings during year 2016 are set out
below:

FRRNB BT LARNFHE S eRESER
THEAAGXRARRY ERBENFHEE MR
BERINE -

FHEEERNBE_T—AFT_A=t-RALFE
ARBTTMAEH  BREIAFEEERSAE
BABZHMEE SRBREARABRES SR D
B YNESERIEENR -

“ERAEEFMREEeRLRAREINT

2016

Attendance/

Number of

Meetings

ZE—RE

Remuneration Committee Members 54131 HEERRE
Mr. Liu Chia Yung (Chairman) BRERLE (XF) 212
Mr. Wu Cheng RELAE 2/2
Mr. Xu Shao Chun BOFERE 22

Nomination Committee

As at 31 December 2016, 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:

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

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

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

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

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

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

During the financial year ended 31 December 2016, 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 2016 are set out
below:
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2016 Attendance/
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Meeting

—E-RE

Nomination Committee Members BEES HEFRAY
Mr. Xu Shao Chun (Chairman) BOBRE (£) 17
Mr. Wu Cheng RELE n
Mr. Liu Chia Yung BRERE 11
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Corporate Governance and Strategy Committee

As at 31 December 2016, 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. Chen Deng
Kun resigned as a member of the Strategy Committee on 17 August 2016. Mr. Xu Shao
Chun was the chairman of the Strategy Committee.

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

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

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

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

During the year under review, no meeting was held by the Strategy Committee because
no 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 Directors, confirms that the Directors have complied with the Code
of Gonduct 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 23 to 25
of this annual report.

Internal Control and Risk Management

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

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

During the year ended 31 December 2016, the Board considered that the Company’s
internal control system is adequate and effective and the Company has complied with the
code provisions on internal control of the Corporate Governance Code.

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.
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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.

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

Email: cclchow@gmail.com

During the year ended 31 December 2016, the Company held the annual general meeting
on 10 May 2016. 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).
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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 2016, and there has been no change in the Company’s auditor
in any of the preceding three years. During the year ended 31 December 2016,
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 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 46 to 52 of this annual report.

Company Secretary

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

Improving Corporate Governance

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

Appreciation

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

On behalf of the Board

KINGDEE INTERNATIONAL SOFTWARE GROUP COMPANY LIMITED
Xu Shao Chun

Chairman

Shenzhen, the People’s Republic of China, 15 March 2017
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF

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

Opinion
What we have audited

The consolidated financial statements of Kingdee International Software Group
Company Limited (the “Company”) and its subsidiaries (the “Group”) set out on
pages 53 to 164, which comprise:

o the consolidated statement of financial position as at 31 December 2016;
o the consolidated income statement for the year then ended;

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

U the consolidated statement of changes in equity for the year then ended:;
o the consolidated cash flow statement for the year then ended; and

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

Our opinion

In our opinion, the consolidated financial statements give a true and fair view of
the consolidated financial position of the Group as at 31 December 2016, and
of its consolidated financial performance and its consolidated cash flows for the
year then ended in accordance with International Financial Reporting Standards
(“IFRSs”) and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.
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Basis for Opinion

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

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

Independence

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

o Valuation of the fair value of investment properties
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Key Audit Matter

How our audit addressed the Key Audit Matter

WEEHER

FrthmAERRREGER

Recognition of software implementation revenue

Refer to note 4.1(b) to the consolidated
financial statements.

Revenue from software implementation
contracts recognised for the year
ended 31 December 2016 amounted to
RMB501,061,000 which represented
26.9% 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.

We have understood, evaluated and tested the
key 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) 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.

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

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

(iv) 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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Key Audit Matter

How our audit addressed the Key Audit Matter

WEEHER

FrthmAERRREHER

Valuation of the fair value of
investment properties

Refer to note 4.1(a) and note
9 to the consolidated financial
statements.

The Group’s investment properties
were measured at fair value
of RMB882,620,000 as at 31
December 2016 and there was a
fair value gain of RMB33,879,000
for the year then ended, which
represented 14.8% of total assets
and 16.2% of profit before tax
respectively.

Our audit procedures included:

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

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

(iii) We assessed the reasonableness of
the key assumptions applied in the
valuations, including term yields,
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yields, reversionary yields and
fair market rents.

assumptions were supported by the
evidence we obtained.

TEENBBUIFREER
EFERRTOERER -

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 to the consolidated
financial statements and the
relevant key assumptions applied
in valuation involving significant
judgments and estimates.
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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 Those Charged with
Governance 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.

Those charged with governance are responsible for overseeing the Group’s
financial reporting process.

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.
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BIYBREMEHE

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:

° Identify 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.

o Obtain 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.

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

° 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. Our 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.

o Evaluate 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.

o 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.
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We communicate with directors 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 directors 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 directors, 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, 15 March 2017
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As at 31 December

B+=-A=+—H
2016 2015
—Z—RE —Z-hF
Note RMB’000 RMB'000
Bt AR®TT ARETF T
Assets gE
Non-current assets FRDEE
Land use rights T fF A 6 125,405 128,766
Property, plant and equipment TEE  THNRE 7 796,287 731,783
Intangible assets BYEE 8 775,223 601,218
Investment properties REMEEHE 9 882,620 848,741
[nvestments in associates B E 10 25,793 24,222
Deferred income tax assets BREmEHEE 23 3,941 19,268
Available-for-sale financial assets AHEELREE 15 150,196 -
Financial assets at fair value through profit or loss AR BEFELEZEHTA
BanepEE 1 10,256 6,000
Entrusted loans ZHAER 12 49,600 69,500
Loans to related parties BTBEERER 12 158,591 -
Trade and other receivables TR M BR 0 e LA R MR 12 42,677 -
3,020,595 2,429,498
Current assets REEE
Inventories & 13 6,252 4,047
Trade and other receivables P M B 0 R EL A PR UK 12 315,241 217,875
Entrusted loans RHER 12 19,800 300
Due from customers on implementation contracts EUREFPEHRARR 14 395,705 391,193
Available-for-sale financial assets AR EeHEE 15 119,659 225177
Financial assets at fair value through profit or loss UAnBETEEEZEA
BaneriE " 12,917 1,267
Pledged bank deposits BERRITER 16 3,214 102,832
Short-term bank deposits MHRITER 16 619,102 543,658
Cash and cash equivalents RekReEEY 16 1,464,769 1,527,610
2,956,719 3,073,959
Total assets HEE 5,977,314 5,503,457
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As at 31 December

B+=-A=+—H
2016 2015
ZE-RE¥ —T-AF
Note RMB’000 RMB'000
Bt AR®TT ARETF T
Equity ga
Equity attributable to owners of the Company FORREEREAREEXR R
Share capital (e 18 12,552 71,972
Share premium A (B 18 1,765,324 1,682,784
Other reserves HipfEfE 19 400,154 512,763
Retained earnings BEME 20 1,237,780 949,550
3,475,810 3,217,069
Non-controlling interests FEIETIMER 60,356 29,649
Total equity wEgs 3,536,166 3,246,718
Liahilities afE
Non-current liabilities FRBER
Borrowings = 22 1,415,596 1,213,018
Deferred income tax liabilities EREFEHAE 23 102,818 125,006
1,518,414 1,338,024
Current liabilities ik 1h=R
Trade and other payables FERTBR R R E A RS 3R 24 453,873 357,390
Due to customers on implementation contracts EREFEREERZK 14 220,167 183,991
Borrowings EEN 22 80,675 243,500
Current income tax liabilities 2HMEHAaE 42,652 37,262
Deferred income REBA 25 125,367 96,572
922,734 918,715
Total liabilities HER 2,441,148 2,256,739
Total equity and liabilities HESRAR 5,977,314 5,503,457

The notes on pages 61 to 164 are an integral part of these consolidated financial — £61E E164E M AL GBI BRI MEESRH o

statements.

The financial statements on pages 61 to 164 were approved by the Board of  H61EFIMMEMNT BRBECREFERN -_2—+F=A+H
Directors on 15 March 2017 and were signed on its behalf. Bt URREFEEE -

Xu Shaochun Lin Bo
Director Director
EZE EF
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Year ended 31 December
H§E+-A=1+—HLEE

2016 2015
—E2—RE —Z—hF
Note RMB’000 RMB'000
BiE AR%TT ARETFT
(Restated)
(&)
Continuing operations BEES
Revenue WA 26 1,862,207 1,516,773
Cost of sales HERAR 27 (347,961) (290,156)
Gross profit EX ] 1,514,246 1,226,617
Selling and marketing expenses HENHEEER 27 (1,002,395) (766,259)
Administrative expenses THER 27 (277,648) (201,983)
Research and development costs P KRR 21 (283,603) (196,368)
Fair value gains on investment properties RENEMEL L BEZSE 9 33,879 17,582
Other gains — net HiHE - #8 28 264,421 261,845
Operating profit bt §okd 248,900 341,434
Finance income Pl 35,605 34,706
Finance costs BT E A (57,617) (94,228)
Finance costs — net UKER - 38 30 (22,012) (59,522)
Share of losses in associates FHBERANEERE 10, 39 (17,613) (2,215)
Profit before income tax HBXEr S RATFE 209,275 279,697
Income tax credit/(expense) FrigRineE /(&H) 31 5,945 (62,259)
Profit for the year from continuing operations BEEEEETHE 215,220 217,438
Discontinued operations RibEE
Profit/(loss) for the year from discontinued operations 4RI EBEFE /(EE) 32 73,734 (111,921)
Profit for the year EERT 288,954 105,517
Profit attributable to: FIERER
Owners of the Company ARRERIFEA 288,230 105,766
Non-controlling interests ekl o 724 (249)
288,954 105,517
Profit attributable to owners of the Company EARBRFLFREREAR:
arises from:
Continuing operations BELE 211,764 215,033
Discontinued operations mibEE 32 76,466 (109,267)
288,230 105,766
Earnings per share for profit attributable to FOFIESREARGRTN
owners of the Company (expressed in RMB SREN (USKRARBSE)
cents per share)
— Basic — &K 34 9.98 3.82
- Diluted - Wi 34 9.74 3.60

The notes on pages 61 to 164 are an integral part of these consolidated financial

statements.
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Year ended 31 December
#FE+-A=1+—HLEE

2016 2015
—E-RE¥ —T-AfF
RMB’000 RMB’000
ARBTR ARETT
(Restated)
(E1)
Profit for the year FERF 288,954 105,517
Other comprehensive income: Hituig & :
ltems that may be reclassified to profit or loss REnEeE 2 EmtEH
Change in value of available-for-sale financial assets AP ESHEENBES 5,741 (3,886)
Currency translation differences INETE T (8,725) 1,214
Other comprehensive losses for the year, net of tax XEEHMGSER  MBRRE (2,984) (2,672)
Total comprehensive income for the year FEERGERR 285,970 102,845
Total comprehensive income attributable to: BEALIRER :
Owners of the Company EREBA 285,246 103,094
Non-controlling interests EZu il 724 (249)
285,970 102,845
Total comprehensive income attributable to owners BERFTAFESREANBGSKE
of the Company arises from: RER :
Continuing operations BELE 208,780 212,361
Discontinued operations Rl 76,466 (109,267)
285,246 103,094

The notes on pages 61 to 164 are an integral part of these consolidated financial

statements.
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B EREE

Attributable to owners of the Company

FORERRTE AR
Non-
Share Share Other Retained controlling Total
Note capital premium reserves earnings Total interests equity
MisE k% RFRE AtifEE 2 BFRE At EEHMER aus
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARRTT ABWRTT ARRTT AERTR AERTR AR®TR ARRTR
Balance at ZE-RE 1,972 1,682,784 512,763 949,550 3,217,069 29,649 3,246,718
1 January 2016 —-B—-B#&&
Comprehensive income Faka
Profit for the year FEER = - - 288,230 288,230 124 288,954
Other comprehensive EisaRi /(FR)
income/(losses)
Available-for-sale financial assets Itk it E S RIEE 15 = = 5,7H = 5,71 = 5,14
Currency translation differences ~ SMEHTEZE 19 = = (8,725) = (8,725) - (8,725)
Total comprehensive Ga# (FR)/ B
(Iosses)/income - - (2984) 288,230 285,246 24 285,070
Transactions with owners ~ BESRFANES
Employees share option scheme: B TIR(A IR tEE 2] -
—Value of employee services ~ — BT RRISEE
received 2 - 34,678 - - 34,678 - 34,678
~Proceeds from shares issued ~ — B{TRHBATER 18 580 23,213 - - 23,193 - 23,793
Share award plan; BOEEREE
~Valug of employee services  — BT REERE
received P - 24,649 - - 24,649 - 24,649
~ Shares purchased for share ~ — fR1p 2B 2
award plan s 19 - - (93,924) - (93,924) - (93,924)
Buy-back of shares EE-53) 19 - - (16,991) - (16,991) - (16,991)
Equity transactions with BRI ERNR S
non-controlling interests 3 - - 1,290 - 1,290 (1,494) (204)
Non-controlling interests arising  EFEAHELH
on busingss combination Flan(lgr ey 3 - - - - - 35,772 35,772
Disposal of subsidiaries RETFRA - - - - - (4,295) (4,295)
Total transactions with HEAREALR
owners, recognised BEARSRES
directly in equity MR AHEE 580 82,540 (109,625) - (26,505) 29,983 3,478
Balance at ZE-RE
31 December 2016 +ZRA=+-HE&ER 72,552 1,765,324 400,154 1,237,780 3,475,810 60,356 3,536,166

The notes on pages 61 to 164 are an integral part of these consolidated financial

statements.
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Attributable to owners of the Company
RRRERFAAER

Non-
Share Share Other Retained controlling Total
capital premium [BServes garnings Total interests equity

BA BARE  HtEE  BRbE A FHERIMER BRn
RMBI000 RMBI000 RMBI000 RMBI000 RMBI000 RMBI000 RMBI000
ARBTR ARETRT ARETR AREBTT ARETR ARETT ARETR

Balance at 1 January 2015 —B—EF—A—B &S G155 570 52113 eTaTed 198897 9246 1998218
Comprehensive income Saka
Profit for the year FERF = - - 105,766 105,766 (249) 105517
Other comprehensive Hfiza (B8R)/ BF
(losses)/income
Available-for-sale financial assels  RJ & HESBARE = = (3,886) - (3,886) - (3,886)
Currency translation differences  AMNEHEE - - 1214 - 1214 - 1214
Total comprehensive Ha4 (BR)/ B
(losses)/income - - (2,672) 105,766 103,094 (249) 102,845
Transactions with owners ~ BERREEANZS
Issue of ordinary shares BB 5714 1,045,369 - - 1,051,083 - 1,051,083
Employees share option scheme: B TIRfA IR 1EE 2] -
~Value of employee services  — BT IRAXEE
received = 42528 = = 42528 = 42528
- Proceeds from shares issued ~ — E7TR D TS L 1103 56,225 - - 57,328 - 57,328
Share award plan: B OE AR
- Value of employee services  — Bt TIRIS(ERE
received - LY - - LY - 42
— Shares purchased for share  — JR{7 22 E=T 2 FREERR 17
award plan - - (24.832) - (24.832) - (24.832)
Equity transactions with B RRNR S
non-controlling interests - - 28154 - 28154 8,652 36,806
Dividend declared BERS = = S (30,000) (30,000) - (30,000)
Set up new company with BRI ERNR AT
non-controlling interests = = = = = 12,000 12,000
Total transactions with HESRAALEREAN
owners, recognised SRETHRAHEE
directly in equity 6,817 1,144 864 3322 (30,000) 1,125,003 20,652 1,145,655
Balance at E-1f
31 December 2015 +ZB=+—-H&RH nan 1,682,784 512,763 949,550 3217,069 29,649 3,246,718

The notes on pages 61 to 164 are an integral part of these consolidated financial — =p1E Z1R4E RS BA BB TERE BT, o
statements.
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Year ended 31 December
H§E+-A=1+—HLEE

2016 2015
ZE-RE —T-AHE
Note RMB’000 RMB'000
BisE AR®TT ARETT

Cash flows from operating activities EETHNHERE
Cash generated from operations REELXHE S 35 697,291 662,019
Interest paid BERFIE (69,072) (94,448)
Income tax paid BRFEH (16,126) (11,131)
Net cash generated from operating activities REIDHELBRRS 612,093 556,440

Cash flows from investing activities RATHNHSRE
Purchases of property, plant and equipment BETEE - THREE (153,848) (43,968)
Proceeds from disposals of property, plant and equipment HETEE « TR RRERMEH 35 8,926 1,876
Purchases of intangible assets RERVAE 8 (322,338) (258,448)
Contingent consideration transferred LB KEHE - (4,288)
Acquisition of a subsidiary, net of cash acquired WEEF AR B3R 2FE 37 (175,884) -

Pledged bank deposits and Short-term bank deposits GRPITEIAREEET

withdrawn/(placed) - net BRRE/(FA) - F8 24,114 (380,169)
Interest received BUF 8 24,471 28,517
Repayments received from entrusted loans ZEEZAE T 400 25,800
Payments for entrusted loans EREHX T - (50,000)
Purchases of other investments — net BEHMRE - 38 (38,937) (218,880)
Disposal of subsidiaries, net of cash disposed of BETFARMmMKERMRE$E 32 77,058 -
Investments in associates BN R E (5,000) (24,900)
Net cash used in investing activities RETHMARAE (561,038) (924,460)
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Year ended 31 December
#FE+-A=1+—HLEE

2016 2015
—E—RE —E-AfF
Note RMB’000 RMB'000
BisE AR%TT ARETT
Cash flows from financing activities RETBNRSRE
Proceeds from issuing new shares BITHIRFTE X - 1,051,083
Proceeds from share options exercised B TREFTS 3R 18 23,793 57,328
Proceeds from borrowings BB 272,750 450,000
Repayments of borrowings BEEX (310,075) (896,600)
Payments for purchase of shares for share award plan BE R RE SIS 2R X MFE 19 (93,924) (24,832)
Payments for buy-back of shares @R D X 0 F0E 19 (16,991) -
Dividends paid DR S 33 - (30,000)
Acquisition of non-controlling interests in subsidiaries  UWBE /2 BIFEFE S 1 5 36 (204) =
Disposal of interest in a subsidiary without loss of control &N EE L E L1 71w 36 - 36,806
Net cash (used in)/generated from financing activities FEEE (FrA) E4£2HE (124,651) 643,785
Net (decrease)/increase in cash and ReRE&EEMS (KD) &m
cash equivalents (73,596) 275,765
Currency translation differences on cash and Be RBESEYING
cash equivalents THEEH 10,755 (9,789)
Cash and cash equivalents at beginning of year FNRERBLEEBY 16 1,527,610 1,261,634
Cash and cash equivalents at end of year FRESRBESERED 16 1,464,769 1,527,610

The notes on pages 61 to 164 are an integral part of these consolidated financial ~ FE61EZ164E A AE HIHRROEELD o
statements.
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General information

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

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

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

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

Summary of significant accounting policies

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

2.1 Basis of preparation

The consolidated financial statements of the Group have
been prepared in accordance with all applicable International
Financial Reporting Standards (“IFRS”). The consolidated
financial statements have been prepared under the historical cost
convention, as modified by the revaluation of available-for-sale
financial assets and 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.
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Summary of significant accounting policies (continued)
2.1 Basis of preparation (continued)

(a)

(b)

Kingdee International Software Group Company Limited

New and amended standards adopted by the Group
During the year ended 31 December 2016, the Group has
adopted the following new standards and amendments to
existing standards which are mandatory for accounting
periods beginning on 1 January 2016:

IAS 1 Disclosure Initiative
IAS16 and IAS38 Clarification of Acceptable Methods of
(Amendment) Depreciation and Amortization

IAS 16 and IAS 41
(Amendment)

Agriculture: Bearer Plants

IAS 27 Equity Method in Separate Financial
Statements
Investment Entities: Applying the

Consolidation Exception

IFRS 10, 12 and IAS 28
(Amendment)

IFRS 11 (Amendment) Accounting for Acquisitions of Interests
in Joint Operations

Regulatory Deferral Accounts

Annual Improvements 2012-2014 Cycle

IFRS 14
IFRSs (Amendment)

The adoption of these new standards and amendments to
existing standards does not have significant impact to the
Group’s results of operation and financial position.

New standards, amendments and interpretations
not yet adopted

A number of new standards, amendments to standards and
interpretations to be adopted in future reporting periods,
and have not been applied in preparing this consolidated
financial statements. None of these are expected to have a
significant effect on the consolidated financial statements of
the Group, except the following set out below:
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Summary of significant accounting policies (continued)

2.1

Basis of preparation (continued)

(b)

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

IFRS 9, “Financial instruments”, addresses the
classification, measurement and recognition of financial
assets and financial liabilities. The complete version of
IFRS 9 was issued in July 2014. It replaces the guidance in
IAS 39 that relates to the classification and measurement
of financial instruments. IFRS 9 retains but simplifies the
mixed measurement model and establishes three primary
measurement categories for financial assets: amortised
cost, fair value through other comprehensive income
(“OCI") and fair value through profit and loss. The basis of
classification depends on the entity’s business model and
the contractual cash flow characteristics of the financial
asset. Investments in equity instruments are required to
be measured at fair value through profit or loss with the
irrevocable option at inception to present changes in fair
value in OCI not recycling. There is now a new expected
credit losses model that replaces the incurred loss
impairment model used in IAS 39. For financial liabilities
there were no changes to classification and measurement
except for the recognition of changes in own credit risk
in other comprehensive income, for liabilities designated
at fair value through profit or loss. IFRS 9 relaxes the
requirements for hedge effectiveness by replacing the bright
line hedge effectiveness tests. It requires an economic
relationship between the hedged item and hedging
instrument and for the “hedged ratio” to be the same as
the one management actually use for risk management
purposes. Gontemporaneous documentation is still required
but is different to that currently prepared under IAS 39. The
standard is effective for accounting periods beginning on
or after 1 January 2018. Early adoption is permitted. The
Group is yet to assess IFRS 9's full impact.
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Summary of significant accounting policies (continued)

2.1

Kingdee International Software Group Company Limited

Basis of preparation (continued)

(b)

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

IFRS 15, “Revenue from contracts with customers” deals
with revenue recognition and establishes principles for
reporting useful information to users of financial statements
about the nature, amount, timing and uncertainty of
revenue and cash flows arising from an entity's contracts
with customers. Revenue is recognised when a customer
obtains control of a good or service and thus has the ability
to direct the use and obtain the benefits from the good or
service. The standard replaces IAS 18 “Revenue” and IAS
11 “Construction contracts” and related interpretations. The
standard is effective for annual periods beginning on or
after 1 January 2018 and earlier application is permitted.

Management is currently assessing the effects of applying
the new standard on the Group’s financial statements and
has identified the following areas that are likely to be
affected:

- revenue from service — the application of IFRS
15 may result in the identification of separate
performance obligations which could affect the
timing of the recognition of revenue.

At this stage, the Group is reviewing the contracts and will
make more detailed assessments of the impact over the
next twelve months.

2
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Summary of significant accounting policies (continued)
Basis of preparation (continued)

2.1

(b)

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

On 13 January 2016, the International Accounting
Standards Board (IASB) published a new standard for the
accounting of leases, International Financial Reporting
Standard 16 — Leases (“IFRS 16"). The Group is a lessee
of various offices, warehouses and apartments which are
currently classified as operating leases. IFRS 16 provides
new provisions for the accounting treatment of leases and
will in the future no longer allow lessees to recognise
certain leases outside of the statement of financial position.
Instead, all non-current leases must be recognised in
the form of an asset (for the right of use) and a financial
liability (for the payment obligation). Thus each lease
will be mapped in the Group’s consolidated statement of
financial position. Short-term leases of less than twelve
months and leases of low value assets are exempt from the
reporting obligation. The new standard will therefore result
in an increase in property, plant and equipment and an
increase in financial liabilities in the consolidated statement
of financial position. In the income statement, leases will
be recognised in the future as capital expenditure on the
purchasing side and will no longer be recorded as an
operating expense. As a result, the operating expense under
otherwise identical circumstances will decrease, while
depreciation and amortisation and the interest expense will
increase. This will lead to an improvement in EBITDA. The
new standard is not expected to apply until the financial
year 2019, including the adjustment of prior years.

There are no other IFRSs or IFRIC interpretations that are
not yet effective that would be expected to have a material
impact on the Group.
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Summary of significant accounting policies (continued)
2.2 Subsidiaries
2.2.1 Consolidation

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

(a)

Kingdee International Software Group Company Limited

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. Identifiable assets
acquired and liabilities and contingent liabilities
assumed in a business combination are measured
initially at their fair values at the acquisition date.

The Group recognises any non-controlling interest
in the acquiree on an acquisition-by-acquisition
basis. Non-controlling interests in the acquiree that
are present ownership interests and entitle their
holders to a proportionate share of the entity’s net
assets in the 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.
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Summary of significant accounting policies (continued)
2.2 Subsidiaries (continued)

2.2.1 Consolidation (continued)

(@)

Business combinations (continued)

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

Any contingent consideration to be transferred by the
Group is recognised at fair value at the acquisition
date. Subsequent changes to the fair value of the
contingent consideration that is deemed to be an
asset or liability is recognised in accordance with
IAS 39 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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Summary of significant accounting policies (continued) 2

2.2 Subsidiaries (continued)
2.2.1 Consolidation (continued)

Kingdee International Software Group Company Limited

(b)  Changes in ownership interests in subsidiaries
without change of control
Transactions with non-controlling interests that do
not result in a loss of control are accounted for as
equity transactions — that is, as transactions with
the owners of the subsidiary in their capacity as
owners. The difference between fair value of any
consideration paid and the relevant share acquired of
the carrying amount of net assets of the subsidiary is
recorded in equity. Gains or losses on disposals to
non-controlling interests are also recorded in equity.

(c)  Disposal of subsidiaries

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

2.2.2 Separate financial statements

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

Impairment testing of the investments in subsidiaries is
required upon receiving dividends from these investments if
the dividend exceeds the total comprehensive income of the
subsidiary in the period the dividend is declared or if the
carrying amount of the investment in the separate financial
statements exceeds the carrying amount in the consolidated
financial statements of the investee’s net assets including
goodwill.
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Summary of significant accounting policies (continued)
2.3 Associates

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

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 in 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.

2

EREHRREE (1))
23 B8

BREMAASEYEEEAT ENMEZS
EHEIE BEMEE0% - 0REENK
o BMERENESEAR - REBRE &
BMBRAKARER » ARE ERIENZR DA
HRRBEZERREEHUEAREMNALE
e - FAEERBENRECEBERCHR
MEE EREBECRORER  BERK
BASEZANHBECRUHBEENERE
MAREBEFENZERIAHE -

MHENESSERRENREEATE
7 RERLHIR 2 AIEE AR S W T R
MERENSBERE (NEE) -

ARBERLHEBEATBEIBRNBEERA
R MESEBEROEMESREED]
REMGS RERER - LARERREARE
B MARERL - ZBLNERSNAER
HEZBEnE:R  SREMEaEERRK
o ARETEHIE-—SER  BKIELEE
HBMECEDARRRTAERRNCRBEFL

ko

AEBESAREAHECRTATEERE
A LRECHE - MRAEHE  A&EE
ERE SERABETROHREAREERN
ER THBRRTHEIN [ZAREREA
BB EMES]F -

ARBEERE 2RO RN TR 2
MER  ARENMBHRRTER  EERR
ERERAECHEEANEE - BIERHR
HEBBRRTEREECRE  SARERE
BT LS - BENE B CRFEEL
HE - EREAEERANEENE B -

R BT E ENFIB BN ER R

=7
s °

TZREER eRERSAKERRAE 69



2

70

Summary of significant accounting policies (continued)
2.4 Segment reporting

2.5

Kingdee International Software Group Company Limited

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

Foreign currency translation

(a)

(b)

Functional and presentation currency

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

Transactions and balances

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

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

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

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

(iii)  all resulting exchange differences are recognised in
other comprehensive income.

2.6 Property, plant and equipment

Buildings comprise mainly offices. Property, plant and equipment
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.
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Summary of significant accounting policies (continued)

2.6

2.7

Kingdee International Software Group Company Limited

Property, plant and equipment (continued)

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

- Buildings 15-40 years
- 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

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

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

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

Investment 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 loss in “fair value gains on investment
properties”.
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Summary of significant accounting policies (continued)
2.8 Land-use rights

2.9

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

(a)

Goodwill

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

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

Goodwill impairment reviews are undertaken annually or
more frequently if events or changes in circumstances
indicate a potential impairment. The carrying value of
goodwill is compared to the recoverable amount, which is
the higher of value in use and the fair value less costs of
disposal. Any impairment is recognised immediately as an
expense and is not subsequently reversed.
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Summary of significant accounting policies (continued)
2.9 Intangible assets (continued)

(b)

Kingdee International Software Group Company Limited

Research and development expenditure and web
site development costs

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

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

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

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

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

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

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

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

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

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

2.9

2.10

Intangible assets (continued)
(c) 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.

(d) 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.

(e) 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.

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 presented as “Reserves”
and the amount is presented as a deduction from total equity.
When the share award plan transfers the Company’s shares to the
awardees upon vesting, the related costs of the awarded shares
vested are credited to “Reserves”.
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Summary of significant accounting policies (continued)

2.11

2.12

Kingdee International Software Group Company Limited

Impairment of non-financial assets

Intangible assets that have an indefinite useful life or intangible
assets not ready to use are not subject to amortisation and are
tested annually for impairment. Assets 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.

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.
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Summary of significant accounting policies (continued)
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.

(a)

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.

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.
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Kingdee International Software Group Company Limited

Summary of significant accounting policies (continued)
2.13 Financial assets (continued)
2.13.1 Classification (continued)

(b)  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.

(c)  Available-for-sale financial assets

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

2.13.2 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.
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Summary of significant accounting policies (continued)
2.13 Financial assets (continued)
2.13.2 Recognition and measurement (continued)

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.
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Summary of significant accounting policies (continued)
2.15 Impairment of financial assets

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

(a)

Kingdee International Software Group Company Limited

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
gvidence 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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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 Derivative financial instruments and hedging activities

Derivatives are initially recognised at fair value on the date
a derivative contract is entered into and are subsequently
re-measured at their fair value. The method of recognising the
resulting gain or loss depends on whether the derivative is
designated as a hedging instrument, and if so, the nature of the
item being hedged. The Group designates certain derivatives as
either (i) hedges of the fair value of recognised assets or liabilities
or a firm commitment (fair value hedge); (ii) hedges of a particular
risk associated with a recognised asset or liability or a highly
probable forecast transaction (cash flow hedge); or (iii) hedges of
a net investment in a foreign operation (net investment hedge).

The Group documents at the inception of the transaction the
relationship between hedging instruments and hedged items, as
well as its risk management objectives and strategy for undertaking
various hedging transactions. The Group also documents its
assessment, both at hedge inception and on an ongoing basis, of
whether the derivatives that are used in hedging transactions are
highly effective in offsetting changes in fair values or cash flows
of hedged items.
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Summary of significant accounting policies (continued)

2.16

217

2.18

Kingdee International Software Group Company Limited

Derivative financial instruments and hedging activities
(continued)

Changes in the fair value of derivatives that are designated and
qualified as fair value hedges are recorded in the consolidated
income statement, together with any changes in the fair value
of the hedged asset or liability that are attributable to the
hedged risk. The effective portion of changes in the fair value of
derivatives that are designated and qualified as cash flow hedges
is recognised in other comprehensive income. The gain or loss
relating to the ineffective portion is recognised immediately in the
consolidated income statement within “other gains, net”. When
the forecast transaction that is hedged results in the recognition
of a non-financial asset, the gains and losses previously deferred
in equity are transferred from equity and included in the initial
measurement of the cost of the asset.

Changes in the fair value of any derivative instruments that do not
qualify for hedge accounting are recognised immediately in the
consolidated income statement in “Other gains — net”.

Inventories

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

Trade and other receivables

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

Trade and other receivables are recognised initially at fair value
and subsequently measured at amortised cost using the effective
interest method, less allowance for impairment.
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Summary of significant accounting policies (continued)

2.19

2.20

2.2

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.

Share capital

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

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

Trade payables

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

Trade payables are recognised initially at fair value and
subsequently measured at amortised cost using the effective
interest method.
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Kingdee International Software Group Company Limited

Summary of significant accounting policies (continued)
2.22 Borrowings

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

Fees paid on the establishment of loan facilities are recognised as
transaction costs of the loan to the extent that it is probable that
some or all of the facility will be drawn down. In this case, the fee
is deferred until the draw-down occurs. To the extent there is no
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.

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 bonds. 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.
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Summary of significant accounting policies (continued)

2.23

2.24

Borrowing costs

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

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

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

Compound financial instruments

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

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

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

The liability component of a convertible instrument is classified
as current unless the Group has an unconditional right to defer
settlement of the liability for at least 12 months after the end of the
reporting period.
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Summary of significant accounting policies (continued)
2.25 Current and deferred income tax

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

(a)

(b)

Kingdee International Software Group Company Limited

Current income tax

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

Deferred income tax
Inside basis differences

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

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

(b)

(c)

Deferred income tax (continued)
Outside basis differences

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

Offsetting

Deferred income tax assets and liabilities are offset when
there is a legally enforceable right to offset current tax
assets against current tax liabilities and when the deferred
income taxed assets and liabilities relate to income taxes
levied by the same taxation authority on either the taxable
entity or different taxable entities where there is an intention
to settle the balances on a net basis.
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Summary of significant accounting policies (continued)
2.26 Employee henefits

(a)

(b)

(c)

(d)

Kingdee International Software Group Company Limited

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.

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.
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Summary of significant accounting policies (continued)
2.27 Share-based payment

(a)

Equity-settled share-hased 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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Summary of significant accounting policies (continued)

2.27

2.28

2.29

Kingdee International Software Group Company Limited

Share-based payment (continued)

(b) Share-based payment transactions among Group
entities

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

Provisions

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

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

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

Revenue recognition

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

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

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

(a)

(b)

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.
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Summary of significant accounting policies (continued)
2.29 Revenue recognition (continued)

(b)

Kingdee International Software Group Company Limited

Software implementation contracts (continued)

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 10ss is recognised as an
expense immediately.

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

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

Cloud and other services

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

2.30 Interest Income

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

2.31

2.32

2.33

Kingdee International Software Group Company Limited

Leases

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

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

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

Government grants

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

Government grants relating to costs are deferred and recognised
in the 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-line basis over the expected lives of the related assets.

Dividend distribution

Dividends distribution to the Company’s shareholders is
recognised as a liability in the Group’s and the Company’s
financial statements in the period in which the dividends are
approved by the Company’s shareholders or board of directors.
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3

Financial risk management

3.1

Financial risk factors

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

(a) Market risk

(i)

Foreign exchange risk

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

Foreign exchange risk is the risk of loss resulting
from changes in foreign currency exchange rates.
Fluctuations in exchange rates between 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 2016, 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 RMB3,976,000
(2015: RMB11,493,000), mainly as a result of
foreign exchange gains/losses on translation of HKD
denominated assets.
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Financial risk management (continued)

3.1

Kingdee International Software Group Company Limited

Financial risk factors (continued)

(a)

(b)

Market risk (continued)

U

(i)

Foreign exchange risk (continued)

At 31 December 2016, 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 higher/lower by
RMB20,211,000 (2015: RMB36,555,000), mainly
as a result of foreign exchange gains/losses on
translation of USD denominated 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 2016, if interest
rates on borrowings had been 1% higher/lower
with all other variables held constant, profit before
tax for the year would have decreased/increased by
RMB4,006,000 (2015: RMB4,072,000) 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.
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3

Financial risk management (continued)

3.1

Financial risk factors (continued)

(b)

Credit risk (continued)

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.

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

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.
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3

Financial risk management (continued)

3 MERRETE W)

3.1 Financial risk factors (continued) 31 HMERBRER (M)
(c) Liquidity risk (c) mENERBE
The Group exercises prudent liquidity risk management AEEBNSZERENERRSHE
by reviewing forecast cash balances on a quarterly basis ABTRRORSHESEREE  #
to maintain sufficient cash levels and the availability of an BREANRSERENIRANEERE
adequate amount of committed credit facilities to ensure the DR AR RAREERBEBKE
availability of sufficient cash flows to meet any unexpected EREMELEANNEANRE S
and material cash requirements in the course of ordinary Ko AEEVEERNREERE
business. The Group has no significant exposure to
liquidity risk.
The table below analyses the Group’s financial liabilities TRIFAEERATNEHARBRR
that will be settled on a gross basis into relevant maturity RN ESAER - BREAEEHEAN
groupings based on the remaining period at the statement FEBMFRBEETAN - ERAR
of financial position to the contractual maturity date. BRNSBAANERBEANESTRE -
The amounts disclosed in the table are the contractual RRERNFEDK B ER2EAR
undiscounted cash flows. Balances due within 12 months B E ARSI EIREE o
equal their carrying balances as the impact of discounting
is not significant.
Less than Between 1 Between 2 Over
1 year and 2 year and 5 year 5 years
—ELR —ERE MELF AL
RMB'000 RMB'000 RMB'000 RMB'000
ARETT AREFT AR®TT ARETT
At 31 December 2016 R-Z—X
+-H=+—H
Borrowings (including interests) &3 (B ERFE) 144,062 214,082 1,275,977 -
Trade and other payables FETBR TN I E A PR 3R
(excluding advances from (TexPiRse - ®E
customers, VAT and other BEEMTE -
tax payable and salary and staff ~ FEf 54 R B TEA)
welfare payables) 157,438 - - -
301,500 214,082 1,275,977 -
At 31 December 2015 R-S—-1%§
+=-B=+-H
Borrowings (including interests) {23 (ZRERFIE) 297,169 115,165 1,235,210 =
Trade and other payables JEE A< B B LAt AT 5K
(excluding advances from (Ta%EPEZe  #E
customers, VAT and other BEHMFS
tax payable and salary and staff ~ FERNE4 R B TEF])
welfare payables) 126,258 - - -
423,427 115,165 1,235,270 =

Kingdee International Software Group Company Limited
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3  Financial risk management (continued) 3
3.2 Capital risk management 3.2

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 2016 and 2015 were as follows:

AEENESEREE  RRESELIEE
2 DARREEEEMAEMHNERE AR
#Hils ASERsENELAERAREER
A

BTHRFIBEELEE  AEETRSHE
XATFRROBRFEE ARRREER - ¥
THRREEEENRERET

HEAEGRR K FRENBERARL
RERAEAR - S EBRREBFERNEE
KHE - BHFERLER (BEAHMBMR
REMFIN (R RIERBENR]) BERE
REEEY AR D] (MAGHHBMR
MERFAF]) MERFE

E_Z—RER-T—RF+=-A=+—H8"
AEENEESBLENT

2016 2015

t- SN2 —T-R%E

RMB’000 RMB’000

AR®TT ARETT

Total borrowings (Note 22) aER (HE2) 1,496,271 1,456,518
Less: cash and cash equivalents (Note 16) B REREEEEY (W:E16) 1,464,769 1,527,610
Net debt/(asset) &%,/ (BE) 58 31,502 (71,092)
Total equity e 3,536,166 3,246,718
Total capital HEX 3,567,668 3,175,626
Gearing ratio BEARLE 1% Nil
1% i

From a gearing ratio nil at 31 December 2015, the Group has
increased it to 1% at 31 December 2016. The intention of the
directors is to maintain the gearing ratio at below 30%.
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3  Financial risk management (continued)
3.3 Fair value estimation

The table below analyses the Group’s financial instruments carried
at fair value as at 31 December 2016 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

3

RERRETE (W)

3.3

ARREGE

TERBEBEFE DA EBENGERTTAER
HNBANER  2MARER TR F+
“AZT-REAABEARNERTIA-E
LPARRAABEERRBANTZE

- HARAEFABREERTENORE (K
KRE) (F1E) -

- BRISIEMERNBREIN  ZBENA
ERNABENELEA  AAER (A
pIm@ER) KEE (RE ER) (F2
B

-  EENMAGRYFKBUBRMSERE
BA (NFETEEBA) (FIE) -

BOABEABHREGFELENREHRMH

measured at fair value. 9.
Level 2 Level 3 Total
E208 IR st
RMB'000 RMB'000 RMB'000
AREF T ARET T ARETF T
Financial assets at fair value through ~ JA R 4 BEFTE B L& &t AB
profit or loss MemEE
- Investment designated at fair value ~ — #EEBAR A BEFTELEEE
through profit or loss SFABENRE = 6,466 6,466
— Profit guarantee arrangement at —EEAUAABAESEEREEH
fair value through profit or loss STABRAEEAGE
(Note 37) GEXD) - 16,707 16,707
Available-for-sale financial assets AHNESREE - 269,855 269,855
- 293,028 293,028
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3  Financial risk management (continued)
3.3 Fair value estimation (continued)

The following table presents the group’s assets and liabilities that
are measured at fair value at 31 December 2015.

MBRREE ()

3.3 LRREME (])
TERETEE-S—RFT-A=+—HILR
KEEEMBRBAREE -

Level 2 Level 3 Total
vl HIE it
RMB'000 RMB'000 RMB’000

ARETT ARETT ARETT

Financial assets at fair value through ~ JA R A BEFTE B L& &t ABE
profit or loss NemEE

— Forward foreign exchange contracts — SMNEIEERS A - 1,267 1,267

- Investment designated at fair value ~ — EEBAR AL BEFTELEES
through profit or loss FFABENRE - 6,000 6,000
Available-for-sale financial assets HHESREE 165,085 60,092 225177
165,085 67,359 232 444

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.

REEEETHEENSR TR (PIHIMT
ETA)MARBEMNBBERMET - &
RiTEENRABETSEN (0F)  GED
FRIBNBERT - WFE-ERTANA
RBEMBNMEEAGARABRER A
ZERTAIIAEE -

W—BHZREABALFREABENEE

B BZeRIASAFIE -

A ESRTANEEAERITEE

-  FABETIANTHREIRHERE

- HBRBERENN-
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3  Financial risk management (continued) 3
3.3 Fair value estimation (continued) 3.3

The following table presents the changes in level 2 and level 3
instruments for the year ended 31 December 2016 and 2015.

RERRETE (K)

LRBEMST (8)

TRERHE_Z—"FN-_Z—H1F+=A
—+—-RIFEFENEIELRTANES

102 Kingdee International Software Group Company Limited

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
BHEEHA LEQH
Ram AEHE HERERE
enEE enEE (BEE37) et
RMB'000 RMB'000 RMB'000 RMB'000
ARETFT ARETFT ARETFT ARETFT
At 1 January 2016 R-E—X¥—B—H 1,267 225171 - 232,444
Additions 20 - 398,809 16,707 415,516
Disposals BE = (355,986) - (355,986)
Gains and losses recognised in profit  FEIBZHREARH
or loss MEgIEk (801) - - (801)
Net unrealised gains recognized in EEHEMGE R
other comprehensive income BRANFRERFIE
during the period - 1,855 - 1,855
At 31 December 2016 RIE—RE
+=-A=+—H 6,466 269,855 16,707 293,028
Changes in unrealised gains or losses 1825 %  FERH)
for the year included in profit or FEEAREBRAEY
loss at the end of the year BRmMEH (801) = = (801)
At 1 January 2015 R-E-1%¥—B—H = - - -
Additions 10 56,000 540,063 - 596,063
Disposals BE (50,000) (311,000) - (361,000)
Gains and losses recognised in profit ~ FEIBZEMEARH
or loss FsgEXR 1,267 - - 1,267
Net unrealised gains recognized in EEHEMEENE
other comprehensive income RN FRERMNE
during the period - (3,886) - (3,886)
At 31 December 2015 R-Z—5H%F
+=ZA=+—-H 7,267 205,177 - 232,444
Changes in unrealised gains or losses 1828 K P FER
for the year included in profit or FERERAGH
loss at the end of the year BReEs 1,267 - - 1,267

There were no transfers between levels 1, 2 and 3 during the year.

Annual Report 2016
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4  Critical accounting estimates and judgments

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

4.1

Critical accounting estimates and assumptions

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

(a)

(b)

(c)

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 2016, the revenue of RMB501,061,000 is
generated from percentage-of-completion method (2015:
RMB422,353,000). 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 2016 would
have been higher/lower by approximately RMB50,106,000
(2015: RMB42,235,000).

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 2016 would
have been lower/higher by approximately RMB5,558,000
(2015:RMB4,549,000) if the actual present value of
expected cash flows arising from settlement of receivables
were to differ by 5% from management’s estimates.

WEBE R A
fEE M e RS AN YREBELRNEGR
FETHE - BERERRBR THEERRSZHMS

BIRA -

41 RBEHEHRER
AEBHRREL G ANRER - BN GEHE
AMEEE ROGEABRARAR - RA

KeBRTENRFENEENGENREE
fEHEAFBOME MR ROT

(a)

(b)

(c)

RELEHENLRRE

REMFEHENDA BEERBBERM
[EE o FEARE0H B AR R M -

9N
AEEFAERE L EHBE-S—
NETZAZ+—BRDEEERAR
FRAMBHZRRBETTER  TRE
DLERER T AREES01,061,000T (ZF
—RE: AR422,353,0007T) © B %
KA LEEREBMTEAERER
B BERBHOLE - MREAEIR
MRS EEBBRENLIEEREN
fhErHIR10%/ =2 (L - 33%m =2
30%),  AEEBAERSEHEM (K
F) 4 AR #50106,000T (ZE—H
0 AR¥42,2350007T) ©

FE AR SRS {5 kiR

TR ERER TR ER - BT RIR
SREMBE - ZETABRBAER
ERNEFZERELREAMBERIE
it BEERBERN S aBEERNNE
ZitE o MEFHEBRYGBEER
BeRERERTREHOMEHIE%
MzR —FT-A"F+ZA=+—H
FEMER SRR EEF A s E L b A
R¥S55800L (ZE—RF: AR
4549,0007T) °
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4  Critical accounting estimates and judgments (continued)
4.1 Critical accounting estimates and assumptions (continued)

(d)

(e)

(f)

104 Kingdee International Software Group Company Limited

Estimated useful lives of capitalised development
costs

The useful lives of capitalised development costs are
estimated based on historical experience, which include
actual useful lives of similar assets and changes in
technology. If the estimated useful lives of capitalised
development costs were to differ by 10% from
management’s estimates, the amortisation charge for 2016
would have been higher by approximately RMB31,333,000
(2015: RMB24,182,000) or lower by approximately
RMB25,636,000 (2015: RMB19,785,000).

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
gvidenced 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
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WEE RIS (])

4.1

MEgst s RER (])

(d)

(e)

(f)

R AFLARBFHERER

BARCRERANERFRRBEELEL
BRET BRAREENERERFR
REMNEI  BERCRBERAN
A ERFHEERENMIRE
10% + I =2 —RFaH ABRROBHH
et AR 31,333,000 (28—
R ARK24,182,0007T) iR H A A
R#25,6360000C (ZE—hE: AR
19,785,0007¢) ©

AEnfHEE

REM T2 IMANGHBER  AEEE
FHARBBRTHRAE REELE
TR E SRR REREETENE

T o

P

AEEFRESERAZRRADMG
e EEERIRMEHRERR - FEE
HEXRHE - BHAZRGNAERS R
MRARBETHETHEER - KEE
REHZAR RN BINARNOME -
PRARBENREEBAE - MF
EHNRERBRRASVCEN SR
TR HEEERTEELLEETH
ROMERNETHSHEENEE -

SENBHFARERRBERE T
FR-ERANCRAEHERRE -
REELRE EEERRTARNM
REEFBNGHMER  SRBRE
MEERERFEEAREHMELHRE
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4  Critical accounting estimates and judgments (continued)

4.2 Critical judgment in applying the entity’s accounting
policies

(a)

(b)

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 RMB82,930,000
(2015: RMB54,233,00) had not been recognised for the
withholding tax that would be payable on the unremitted
earnings of RMB829,298,000 (2015: RMB542,334,000) 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

MR e SRR A ()
4.2

8 P2 SR I 2 B S B R R S B
() HABRAARAERELZARBERE
ft

(b)

EEITAME2I O ERRE - 7t
BRHERELZKA (FRARTR
RAERAIENHER) BAAET
BE -BEEENRBEMETEANER
ZELER  BBRRHAGREELE
HEMRTEAHARRERRREE
Mat o B RMERARMBEERD
EXBDREFERENAZER L -

BIEFTISH
AKELRFE T FRARMKRERNE
AR#829,298,000T (ZE—H%F : AR
#542,334,0007C) 22T X TV TEARFTIGHL
RIEEFR S5 8 B A R%82,930,000
7L (ZZ—hF : ARHD42330007T) °
AEBER RIS LN P ERANFA
ARFIBRLEAFERALE - Bt
B ERAEA R ARTGED -
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106 Kingdee International Software Group Company Limited

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.

With the acquisition of Shanghai Guanyi Cloudcomputing Software Co.,
Ltd (“Guanyi”) in February 2016, the cloud services business has been
expanding and management has concluded that this segment should be
separately reported and the comparatives have been restated.

The executive directors consider the business from product perspective.
The Group has identified the following operating segments:

ERP business —  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

Cloud services business

Others —  Operation of investment properties

Discontinued operations —  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 operating profit of each segment.
Substantially all of the businesses of the Group are carried out in the
PRC.
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5

Segment information (continued)

5

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

SBER (&)
BE-S—AET-AST—ALEESPERM

follows: T
Discontinued
Continuing operations operations
HEEE RIEEE
Mobile internet
hospital service,
Cloud cloud software
services business, cloud The Group
ERP business business Others express business Total
BRERA
BRI -
ERHEE
ERPEH ERBES Hitt EREER SEAH
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARBTR AEBTT AEBTT AEBTT
Revenue (from external customers) WA (REINBEF) 1,521,383 340,824 - 36,570 1,898,777
Operating profit BERF 232,674 (88,250) 104,476 83,968 332,868
Finance costs 58 (57,617) - - (4,045) (61,662)
Finance income Eipidhe 35,605 - - 57 35,662
Finance costs - net HEBR - 38 (22,012) - - (3,988) (26,000)
Share of losses in associates ZEBEREN
BENEA (17,613) - - - (17,613)
Profit/(loss) before income tax HIR&FRFIRE
7R/ (BR) 193,049 (88,250) 104,476 79,980 289,255
Income tax credit/(expense) FriEtmE /(BA) 14,530 7,086 (15,671) (6,246) (301)
Segment results AEMER 207,579 (81,164) 88,805 13,734 288,954
Segment assets SHEE 4,796,088 298,606 882,620 - 5,977,314
Segment liahilities SBAE 2,217,782 165,633 57,733 - 2,441,148
Additions to non-current assets ~ FriEIEREIAE
(other than financial (TefemIA
instruments and deferred REEFBEE)
fax assets) 430,071 1,121 33,879 1,282 472,359
Depreciation and amortisation TERER 334,775 1,375 - 21,756 363,906
Provision for doubtful trade RERHR
and other receivables 26,653 - - 3,038 29,691
Share-based payment MR BERAZ T 59,327 - - - 59,327
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5

Segment information (continued)

5

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

SBAEM (|)

BE-T-RF+-A=+-ALFESBENN

follows: (restated) T ()
Discontinued
Continuing operations operations
SELE R
Maobile internet
hospital service,
Cloud cloud software
services business, cloud The Group
ERP business business Others  express business Total
BE) B
BRRS
EE .
ERP% 7% ElRiEB Hit EREXE SEAE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREFT AREFT AREFT ARETT AREFT
Revenue (from external customers) WA (FRENTEF) 1348739 168,034 - 69,451 1,586,224
Operating profit TERF 307,785 (52,059) 85,708 (112,607) 208,827
Finance costs HsER (94,228) = = (5,008) (99,236)
Finance income g e 34,706 - - 183 34,889
Finance costs - net REEHR - 38 (59,522) - - (4,825) (64,347)
Share of losses in associates FEBERER
BERMNE (2,215) = = = (2,215)
Profit/(loss) before income tax HIEXFRT SR8
7R/ (BR) 246,048 (52,059) 85,708 (117,432) 162,265
Income tax (expense)/credit FEH (BR),/wE (55,510) 6,107 (12,856) 5,511 (56,748)
Segment results SMER 190,538 (45,952) 72,852 (111,921) 105,517
Segment assets ABRE 4,475,015 28,469 848,741 151,232 5,503,457
Segment liabilities SBAR 1,863,422 72,082 82,618 238,617 2,256,739
Additions to non-current assets  ¥TIEIERENEE
(other than financial (TefeRIA
instruments and deferred LEERBEE)
fax assets) 296,712 1511 17,582 4193 319,998
Depreciation and amortisation WEREH 239,041 181 - 35,315 274,537
Provision for doubtful trade RERHR
and other receivables 62,088 - - 715 62,803
Share-based payment AR AR S 43210 - - - 43210
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Segment information (continued)

The Company is incorporated in the Cayman Islands while the Group
mainly operates its businesses in the PRC. Revenue from continuing
operations from external customers from the PRC and other locations
is RMB1,840,993,000 (2015: RMB1,495,297,000) and RMB21,214,000
(2015: RMB21,476,000), respectively for the year ended 31 December
2016.

There is no single customer that contributed to over 10% of the Group’s
revenue for the years ended 31 December 2016 and 2015.

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:

SEBEM (8)

ARAIRBRASHEREEIEERATE - HE
“E-XF+-AZT-BLEEE KATEBERN
IBEFHBECEMBIA B AR E840,993,0007T
(Z2—3F - ARHE1495297,0007T) » 5K & E5ME95N
BEPUAABARE2 24000 (ZT—RF: AR
#21,476,0007T)

BE_T—A"FN-Z-hF+-_A=+—BLFE
RERBE—ZPHEENKATRBEI0%

TiERE

AEBETHERAENERRREERGN THER
ERMNNEEHERS - REFESHAT :

2016 2015

ZE-RE¥ —E-AF

RMB’000 RMB'000

AR®TTT ARETTT

At 1 January ®»—A—H 128,766 132,127
Amortisation charge (Note 27) BHEEBR (M) (3,361) (3,361)
At 31 December »t+=BA=+—H 125,405 128,766
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7

Property, plant and equipment 7 TBE - IRRRE
Computer
and related Office Motor Leasehold
Buildings  equipment  equipment vehicles improvements Total
BER 8
BF HE®E BORME & MERE &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARBTT ARETT ARETRL
At 1 January 2015 R-2-15-H-H
Cost A 755,866 99,858 20,150 28,671 23,745 928,290
Accumulated depreciation~ BEHHE (78,605) (67,065) (14,806) (19,771) (1985 (200072)
Net book amount RS E 677,261 32,193 5344 8,900 3,920 728,218
Year ended HE_Z-1F
31 December 2015 +ZA=+—-HLEE
Opening net book amount HRmFE 677,261 32,793 5,344 8,900 3,920 728218
Additions AR 15,997 7972 758 3,508 15,733 43,968
Disposals EE - (1,319) (251) (1,952) - (3522)
Depreciation charge neE (22,148) (7,020) (1,446) (2.897) (3,370) (36,881)
Closing net book amount ~ H#RIREFE 671,110 32,426 4,405 7,559 16,283 731783
At 31 December 2015 A_Z-RF+-A=1+-H
Cost AR 771,863 94287 19,657 24,959 39,478 950,244
Accumulated depreciation 25iE (100,753) (61,861) (15,252) (17,400) (23,199) (218,461)
Net book amount IREBE 671,110 32,426 4,405 7,559 16,283 731783
Year ended BECE-1E
31 December 2016 +ZAZ+—-HLEE
Opening net book amount HEREE 671,110 32,426 4,405 7,559 16,283 731,783
Acquisition of a subsidiary WEEF AR
(Note 37) (ByzE37) - 638 - - - 638
Additions BN 73,863 24,920 3,008 4,240 10,111 116,142
Disposals of subsidiaries REFLA (13) (3,375) (62) (110) (626) (4,186)
Disposals (Note 35) EE (Fi335) (2,190) (2,900) (90) (375) = (5,555)
Depreciation charge (Note 35) 378 (Fit2:35) (24,150)  (10,212) (1,326) (1,899) (4,948) (42,535
Closing net book amount  HR#RIREF{E 718,620 41,497 5,935 9,415 20,820 796,287
At 31 December 2016 RZZE-RE+ZB=1+-8
Cost A 841,124 100,082 22,045 24,669 47,978 1,035,898
Accumulated depreciation~ BEHHE (122,504)  (58,585)  (16,110)  (15,254) (27,158)  (239,611)
Net book amount RSB E 718,620 4,497 5,935 9,415 20,820 796,287

Depreciation of approximately RMB9,810,000 (2015: RMB12,111,000),
RMB7,005,000 (2015: RMB6,832,000) and RMB24,922,000 (2015:
RMB16,743,000) has been charged to selling and marketing expenses,
research and development costs and administrative expenses,

respectively.

As at 31 December 2016, none of the property, plant and equipment was
used as security for bank borrowings (2015: Nil) (Note 22).

110 Kingdee International Software Group Company Limited

Annual Report 2016

AR#98100007T (ZZ—RF - ARK12,111,0007T)
MTEBA AHERBEER - ARET7,005000T
(ZZ—RF: AR¥6832,0007T) ITEE B AH
T RBE BB R ARE249220007 (2145
ARE16,743,00070) INE BB ATTRER

BE-Z-— R E+-A=1-RALEUTHE  IK
RERBEAERNETER (Z2—RF: &) (M
22) e



Intangible assets 8 EEEE
Trademarks,  Computer Acquired
Development licenses and software for ~ customer
Goodwill Costs  copyrights own use relationship Total
T} BH
(i} § RBEE BREEEE BRRHE EFRRE L
RMB'000 RMB'000 RMB'000 RMB000 RMB'000 RMB'000
ARETT ARETR ARETT ARETT ARBTT AR%TR
At 1 January 2015 R-Z-1§¥-A—AH
Cost XA 109,871 1,476,618 151,692 20,225 6,240 1,764,646
Accumulated amortisation 2t - (1,007,816) (131,988) (17.953) (4.264)  (1,162,021)
Accumulated impairment ZEHRE (25,560) - - - - (25,560)
Net book amount BERE 84,311 468,802 19,704 2,272 1,976 577,065
Year ended BE_Z-IF
31 December 2015 +ZRA=+—-HLEE
Opening net book amount HREFE 84311 468,802 19,704 2,212 1,976 577,06
Additions B - 258,023 - 425 - 258,448
Amortisation charge BIHER = (217,646) (13,680) (1721) (1248) (234,295)
Closing net hook amount HREESE 84,311 509,179 6,024 976 728 601,218
At 31 December 2015 RZIZ-HF+ZA=+-H
Cost A 109,671 1,734,641 151,692 20,650 6,240 2,023,094
Accumulated amortisation REHEH - (1,225,462) (145,668) (19.674) (6.512)  (1396,316)
Accumulated impairment RETHE (25,560) = - - - (25,560)
Net book amount BESE 84,311 509,179 6,024 976 728 601,218
Year ended BE-B-E
31 December 2016 +ZA=1+—-HLEE
(Opening net book amount BREFE 84,311 509,179 6,024 976 728 601,218
Acquisition of a subsidiary BETLA
(Note 37) (Kizkar) 181,245 - 33,475 13,223 26,149 254,092
Additions 7 - 320,479 - 1,859 - 322,338
Disposals of subsidiaries BRETRAR (84,311) - - - (104) (84,415)
Amortisation charge (Note 35)  #3HE 3 (MY&E35) - (296,891) (11,631) (4,505) (4,983) (318,010)
Closing net hook amount HIEDRE 181,245 532,767 27,868 11,553 21,790 775,223
At 31 December 2016 RIE-RE+ZA=1+-8
Cost A 181,245 2,055,122 185,169 35,732 26,149  2,483,M17
Accumulated amortisation R - (1,522,355) (157,301) (24,179) (4,359)  (1,708,194)
Net book amount REBE 181,245 532,767 21,868 11,553 21,790 775,223

Amortisation charge of RMB20,495,000 (2015: RMB11,340,000)
and RMB270,557,000 (2015: RMB188,835,000) has been charged
to administrative expenses and research and development costs,

respectively.

AR#20,4950007T (ZZT—HF : ARK11,340,0007T)
MEHEREIATRER - AR270557,0007T (=
Z-0F : AR188,8350007T) M EHEREAHR
RRFEMA -
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Intangible assets (continued)
Impairment of goodwill

Goodwill arises from the Group’s acquisition of 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 2016 are as
follows:

BERE (&)

HERE
BERERASEHEZNUE  RE-F N5
AZTNBYERER - XBERESUHRFEE
AABEEXNHENZE -HEHAHELNRE
EREBRSELETET TRENR -

ReEHERNTOREERBEEAEGRTE - #HE
FRAMRKARSRERR  KEEEEHENLEF
HPBES - ERERANIERESAREREES
MARERBBURTELRAB - BBZDFH
WREERERAA TG OKEEREFEHE
B ZERXTEARCEHETLEMNORERE
REEBNRBFGEEE - FIRAZBREHRN
BER - EREFEATENARRR -

“E- RN EREEHERERNIERRMT

2016

t-

Average EBITDA rate TSR ERHA X 30%
Average growth rate — within first 5 years THRRE - RS 21%
Terminal growth rate after 5 years KERER - AFHE 3%
Pre-tax discount rate BATALIA R 19%

EBITDA rate equals to earnings before interest, taxes, depreciation and
amortization divided by total revenue.
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Investment properties 9 HEANFEME
2016 2015
—Z—RE ZT-RF
RMB’000 RMB’000
AR®TT ARETT
At fair value [REE
At 1 January ®»—A—H 848,741 831,159
Net gains from fair value adjustment DREEFARNFHNE 33,879 17,582
At 31 December »+=-A=+—H 882,620 848,741
(a) Amounts recognised in profit and loss for investment (a) HREMNEHECERSAEIHNE :
properties
2016 2015
—Z—RE “T-AF
RMB’000 RMB’000
AR®TT ARETT
Rental income L ON 70,666 68,310
Direct operating expenses from property that EEHESBANKRELEHER
generates rental income ERGEER (69) (184)
70,597 68,126

AEENRENEHERGREMETREEE
FEERARE_E—AFN_Z—HF+=
A=+ —B9IBYGE WETEALE

An independent valuation of the Group’s investment properties
was performed by the valuer, Guangheng Xingyue Asset Appraisal
Company Limited, to determine the fair value of the investment
properties as at 31 December 2016 and 2015. The Group’s B BREARFERARNEEANEEREY
investment properties, which comprised office buildings in the FHE REXTTERHA (F3E) BEXkL
PRC, were carried at fair value and measured using significant ZE-AENZE-AFT-A=1+—HHA
unobservable inputs (Level 3) as at 31 December 2016 and 2015. REE-

ARENERSNEHBREMAABERREN
BE RROABEERNBHIEA - FA
F1°2 BZRALEEMEE -

The Group’s policy is to recognise transfers into and transfers out
of fair value hierarchy levels as of the date of the event or change
in circumstances that caused the transfer. There were no transfers
between Levels 1, 2 and 3 during the year.
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Investment properties (continued)

Fair value measurements using significant unobservable
inputs (Level 3)

RALERE (§)
FAREXTTRRBANLRRERE (HB38)

2016 2015
—2-RF —T-nF
RMB’000 RMB'000
ARBTR AREFT
At 1 January ®»—A—H 848,741 831,159
Net gains from fair value adjustment DR EEABRNFNE 33,879 17,582
At 31 December ®»+=ZA=+-H 882,620 848,741
Total gains for the year included in profit or FREBNEENFEANGIEL
loss for assets held at end of the year, under PREEBEERN [RENFEBE
“Fair value gains on investment properties” DRBEEHNEE] P (MF5)
(Note 35) 33,879 17,582
Change in unrealised gains for the year included in EBRZRTPEINFERER
profit or loss for assets held at end of the year MEREE (MF35)
(Note 35) 33,879 17,582

Valuation processes of the Group

The Group’s investment properties were valued at 31 December 2016
and 2015 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. As at 31
December 2016 and 2015, the fair values of the properties have been
determined by Guangheng Xingyue Asset Appraisal Company Limited.

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

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

= Holds discussions with the independent valuer.

As part of this discussion, the team presents a report that explains the
reasons for the fair value movements.
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Investment properties (continued)
Valuation techniques

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

These inputs include:

9 HRAMEHE (&)

fEER &

ERABOABOGENREREAE  REXTD
BRBART - ELBARE

Relationship of

Unobservable unobservable
inputs Description Range of unobservable inputs inputs to fair value
AUHEHA fsk AARRGANEE AARREAHLARRENRE
Term yields Based on yields extracting from terms of 7% (2015: 7%) The higher the term yields rate, the
current leases. lower the fair value
AR R REEHDEITNHESHERM 7% (Z2—0F : 7%) HEAKERSR  AnEE
AR A K BIE
Reversionary yields Based on expected yields after expiry of 7% (2015: 7%) The higher the reversionary yields,
any current lease. the lower the fair value
TRERSM 2R 2 BEZADFITNHESORK 1% (ZZ—RF : T%) HREMER R - DRE
o B R E MmO E BEHIE
b:: 4
Fair market rents Based on the actual location, type and RMB85 — RMB136 per month per square  The higher the rental value, the
quality of the properties and supported meter (2015: RMB85 — RMB120 per higher the fair value
by the terms of any existence lease, month per square meter)
other contracts and external evidence
such as current market rents for similar
properties.
m5iEe BENENER LS  BEN BFAKREAARKET — 136

B YHEMRFHRENK
o v RAMINBEE (5
mELMENEFTSHEE)
PR

7T(Z2-5%  SFAKS
AR5 —1207T)

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

The investment properties of the Group are in similar risk and nature. AEEMEHRENEHETEG RERIEL -
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10 Investments in associates 10 HERSE
2016 2015
—BE-RE —ET-nfF
RMB’000 RMB'000
AR®TTT ARETTT
At 1 January ®»—B—H 24,222 1,537
Interest in new associates B LA RER 11,118 24,900
Share of losses in associates EEBRERENERNE (9,547) (2,215)
At 31 December »w+=B=+-—H 25,793 24,222

Set out below is the associate as at 31 December 2016 and 2015 which,
in the opinion of the directors, is material to the Group. The associate as
listed below has share capital consisting solely of ordinary shares, held
directly by the Group. The country of incorporation or registration is also

their principal place of business.

M REEZS—"F+ZA=+—HEREE
ERERAHEMELEATENHL DR - JIRA
BEARMBRAAR DS ERREERENL AR -
RUSAERNER bR M EEEEhE -

Place of
business/ % of Nature of
country of  ownership the Measurement Carrying
Name of entity LEER incorporation interest  relationship method amount
BRI
Bx A
RHHE B2% RENKEE HEE RE&E
2016 2015
“B-X"F _ZT-1f¥F
RMB’000 RMB'000
ARBFT ARETET
Zhongqi Yunlian (Beijing) Finance  H{EEHE (JtR) 2REH The PRC 14.3% Associate Equity 15,248 18,004
Information Service Co., Lid RERHERAE (AT HE NG BiE

(“Zhongqi Yunlian”)

iR [hhEE) )

The Group has significant influence on Zhonggi Yunlian as one of
directors of Zhonggi Yunlian was appointed by the Group.
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FZEBERANBEERHERRRIIRAT :

10 Investments in associates (continued) 10

The summarised financial information of this associate as at the year end

11

is as follows:
Zhongqi Yunlian
REEE

2016 2015
RMB’000 RMB'000
AR®TTT AREFT
Current assets NEEE 111,162 125,050
Non-current assets FERBEE 5,166 5,980
Total assets BEE 116,328 131,030
Current liabilities mEaRE 8,378 3,180
Total liabilities Barrg 8,378 3,180
Revenue WA 10,742 2,857
Loss for the year FEEL (19,900) (13,342)
Total comprehensive loss RABEX (19,900) (13,342)

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

associates.

Financial assets at fair value through profit or loss

SEEMEREYLRARFAR -

UARREAREAREHHARSHEMEE

2016 2015
—Z-R¥ 0%
RMB’000 RMB'000
ARBTT ARET T
Forward foreign exchange contracts REINEAR = 1,267
Investment designated at fair value through profit or loss I8 E AR AL BEFELEE ST A
BRHKE 6,466 6,000
Profit guarantee arrangement at fair value through profit — #3EF AR A A Fﬁ.ﬂriﬂﬁ E)E N
or loss (Note 37) BaEmEERE (H3F37) 16,707 -
Less: non-current portion AL IEmENED (10,256) (6,000)
Current portion mEEm 12,917 1,267

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

income Statement.

The notional principal amounts of the outstanding forward
foreign exchange contracts at 31 December 2016 were nil (2015:

RMB100,000,000).

UARBEABEEEHFABENESBEENDA

EEES £R
728) °

RZZE-R"E+ZA=+—-8"

HRATEEFE

— B8] 5k (F

ARG ER RN

EARNREFAEERARBKEL (ZE—0F:

100,000,0007T) ©
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12

Trade and other receivables, entrusted loans and loans

12

EREREAMELS  ZSXRRREFRES

to related parties B
2016 2015
—Z—RE —T-AHEF
RMB’000 RMB'000
AR®TT ARETTT
Trade receivables (a) JEA R TR (a) 231,226 244,964
Less: allowance for impairment of trade receivables (b) 35 : FEUFURIE L& (b) (111,156) (112,703)
Trade receivables — net JEWBR R — F5 126,070 132,261
Notes receivable BN EE 20,921 9,149
Advances to employees (c) REEREER2() 16,772 21,567
Prepayments BRH 95,110 55,671
VAT recoverable ARIE ZIEET 49,348 41,299
Interest receivables FEUF) B 22,099 10,965
Receivables from related parties (d) (Note 39) el a3 H FE(d) (KT7E39) 4,946 1,408
Loans to related parties (e) (Note 39) BYBEFERE) (HI5E39) 158,591 =
Other receivables E IR 22,652 5,555
516,509 217,875
Less: non-current portion A RN
Loans to related parties (e) (Note 39) BTEEAERE) (PHFE39) (158,591) -
Prepayments (f) B (42,677) -
Current portion mEED D 315,241 271,875
Entrusted loans (g) ZFER0)
— Current portion — RENEH 19,800 300
— Non-current portion — JEREEM 49,600 69,500
69,400 69,800
The carrying amounts of trade and other receivables approximate EYERTREMERR . RABEIRIAZEND

their fair value. The Group’s trade and other receivables are mainly

denominated in RMB.
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12 Trade and other receivables, entrusted loans and loans 12
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.

(a) Sales are generally made without prescribed credit terms in the (a) AEEEHECRTPHEKERERTER

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 2016 and 2015,
the aging analysis of trade receivables based on invoice date were

B BEFBRE—EZ=EANINFE &
SEH=EAN LNRYRRE Z BAHRAE
B —B-RFERZE-RETA=T—
ARRMESEIREDHTT :

as follows:

2016 2015

—E—RE —T-HE

RMB’000 RMB'000

AR®TT ARETFT

0-90 days 0—90x 69,754 85,641

91 - 180 days 91 —180% 8,962 17,388

181 - 360 days 181 — 360K 20,874 11,294

Over 360 days #B1R360K 137,636 130,641

231,226 244 964

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

receivables is as follows:

2016 2015

—E-RE —E-1fF

RMB’000 RMB’000

AR®TT ARETT

At 1 January ®—B—8 (112,703) (79.802)

Provision for impairment REEE R (29,691) (62,803)

Written off as uncollectible A R UL B Y B IR 3R 22,470 29,902

Reduce due to disposal of subsidiaries RMEREFRA 8,768 -

At 31 December ®R+=-R=+—H (111,156) (112,703)

The creation and release of provision for impaired receivables has SRR BN R R EE MR R EEED 5

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.

—-=F
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12 Trade and other receivables, entrusted loans and loans
to related parties (continued)

(c)

(d)

(e)

(f)

(9)

120 Kingdee International Software Group Company Limited

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 2016, the Group did
not advance any cash to executive director for use on business
activities.

12

EREREAMELS  ZSXRRREFRES
R ()

(c)

mERRG0HA &
MEERRENERSERNAFELEL  fIWA
REERE  ZHAENHELE  BEAREAR
EXHEE BUE-T-R"Ft_A=1—
B AREYERESEEEFR

Receivables from related parties were unsecured, interest-free, (d) EREEFFETEEARERE  REEX
repayable on demand and denominated in RMB. BERS IR  MARKHME -
As at 31 December 2016, the amounts represented loans to related () HEZT-—AF+ZA=+—H ZRELE
parties. These balances are denominated in RMB, repayable on 1 NEERFIE - ZREUAREHE - HR
January 2019 and are interest-bearing at rates of 5% per annum. —E-NE—F—B UEBFENHFIREE -
The amount is the non-current portion of prepayments. The () ZFEAEERRNERHIN  ARIFER
prepayment represents a down payment for properties (apartments) REAHREES °
that haven't been delivered.
Entrusted loans (0) EEHER
2016 2015
—Z—RE —Z-hF
RMB’000 RMB’000
AR%TT ARETFT
Non-current portion: FREBH
Entrusted loan A (i) ZEEFA() - 19,600
Entrusted loan B (ii) ZELEHB (i) 49,600 49,900
49,600 69,500
Current portion: mENER iR
Entrusted loans ZHER 19,800 300

The entrusted loan is measured at amortised cost. The maximum
exposure to credit risk at the reporting date is the carrying amount
of the investment. The entrusted loan is not past due nor impaired
as at 31 December 2016. 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.
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12 Trade and other receivables, entrusted loans and loans 12 EWESEEMERS  ZEEFRETHES

to related parties (continued) o (#)
(g) Entrusted loans (continued) (0) ZHEHER
The entrusted loans represented the Group’s interests in trust WERERASERBE=FETAAETH
investments through third party trust companies. The underlying ZHAEN  ZEXELNRENHEARBEE AR
assets of the trust are loans extended to other companies. MZEER o
(i) The entrusted loan has a maturity date of 8 December 2017 () WEREFIHAA-Z—+tF+=A
with a fixed rate of return of 8.55% per annum, subject to NB - BEFRGEERL55%  FERE
deduction of 0.55% management fee per annum. £055% °
(i) The entrusted loan has a maturity date of 15 July 2018 (i) HERFEERIHAA=ZT-NFLAT
with a fixed rate of return of 8.55% per annum, subject to TR EFEFRaEkAN%  FEEE
deduction of 0.55% management fee per annum. #055% °
13 Inventories 13 #K
2016 2015
—Z—RE —E-8fF
RMB’000 RMB’000
AR#®TT ARETT
Raw materials R 755 797
Finished goods E 5,497 3,250
6,252 4,047
The cost of inventories recognised as expense and included in FERAPRRABEBWIIA [HERE] MEBHE
“cost of sales” amounted to approximately RMB70,193,000 (2015: HARET0,193,0007T (ZE— R & AREES55463,000
RMB55,463,000) (Note 27). 7T) (B zE27) ©
14 Implementation contracts 14 REEFA
2016 2015
—Z—RE —ZT-hfF
RMB’000 RMB’000
AR¥TT ARETFT
Contract costs incurred BEE 7 ERMAK 99,325 140,505
Contract profit recognised BRRERFE 484,588 429,187
Less: progress billings o BRHEE (408,375) (362,490)
Net balance sheet position for ongoing contracts ARIAR - FREHR 175,538 207,202
Represented by: Y-
Due from customers on implementation contracts W EFE AR 395,705 391,193
Due to customers on implementation contracts ENEFERARR (220,167) (183,991)
175,538 207,202
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15 Available-for-sale financial assets 15 TF@HHESMEE
2016 2015
—Z—RE “Z-hfF
RMB’000 RMB'000
AR®TT ARETFT
Funds e = 165,085
Asset management schemes BEEHEE 269,855 60,092
Less: non-current portion B IEREEH (150,196) -
Current portion TENE D 119,659 225,177
2016 2015
—Z—RE —Z-hF
RMB’000 RMB’000
AR#TT ARETTT
At 1 January ®»—B—H 225,177 =
Additions iz 398,809 470,063
Disposals RE (355,986) (241,000)
Net gain/(loss) transfer to equity REZESFENG /(BX) 1,855 (3,886)
At 31 December ®B+-B=+—-H 269,855 25177

The Group reclassified profits of RMB92,000 (2015: nil) and losses
RMB3,978,000 (2015: nil) from equity into the statement of profit or

loss.

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

ARERARBROTHMNE (ZF—0F: B) R
AR ITB00THIRE (ZT—1F &) KRS

PEERER -

AHHESHEENTIINERE

currencies:
2016 2015
—E-RE¥ —T-AF
RMB’000 RMB’000
AR®TT ARET T
HKD et - 165,085
RMB AR 269,855 60,092
269,855 225,177
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16 Cash and cash equivalents 16 HERBEEEY
2016 2015
—Z-RE —ZT-hfF
RMB’000 RMB’000
AR®TT ARETFT
Cash at bank and in hand (a) BIIREFHR £ () 2,087,145 2,174,100
Less: Short-term bank deposits (b) B BERITERD) (619,102) (543,658)
Pledged bank deposits (c) ERRITER() (3,274) (102,832)
Cash and cash equivalents BeRBE%EY 1,464,769 1,527,610
(a) Cash at bank and in hand was denominated in the following (a) BRITREFREUATIIESIE :
currencies:
2016 2015
—Z-RE¥ 0%
RMB’000 RMB'000
AR®TT ARETT
RMB ARE 1,602,156 1,731,457
UsDh ES 404,223 376,923
HKD et 79,520 64,769
Others Hitp 1,246 951
2,087,145 2,174,100

(b)  The effective interest rate on short-term bank deposits was 2.18%

(2015: 2.32%).

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

foreign exchange contract.

() BHRTEROERMNRH218% (ZF—X

1 .30%) o

() BORELREERBIEHIMNEAHNZEM -

IERFEBENAEL
HIERRRER -

REFEDIINESH
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17 Subsidiaries 17 F27
The following is a list of the principal subsidiaries and VIEs at 31 WTARZE—A"F+-A=+t—HFXETRALRE
December 2016: B
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 (%)
]
HBAFEE HERE FRANESR
ERALER TERH ERITES HAMHER HANEER HAGHER
& AEEIER RETHE B RAG)  EE%) A%
Kingdee Software (China) Co., Ld. The PRC, limited liability Development, manufacturing RMB530,000,000 100 100 =
("Kingdee China") company and selling of software
and hardware products
and provision of software-
related services in the
PRC
SREH (E) BRAF hEC AREMAR  RE - REREERM  AKH530000000 100 100 -
(Te&HhE]) RE#ER  UARE
BB R R
% e
Kingdee International Software Group (HK.) ~ Hong Kong, limited liability  Sales of software products in 1SD1,000,000 100 100 -
Co., Ltd. (*Kingdee HK") company Hong Kong
L REREHER (B8) BRRE B AREALNA  BHEREE BE 721,000,000 100 100 -
(e %E5E])
Carterton Group Limited BV, limited liability Investment holding in the USD1,000,000 80 80 0
company BVI
Carterton Group Limited RBERES BRE RESR ABgRE Z711,000,000 80 80 2
AT &
Kingdes International Software Group Singapore, limited liability ~ Sales of software products in SGD100,000 100 100 -
(Singapore) Pte Ltd. company Singapore
SREBEH GIR) BRAR WK BREMRAR  HHERSEE MWK HANKE100,000 100 100 -
Crotona Assets Limited BVI, limited liability Marketing and promation of USD50,000 100 100 =
company software products in the
BYI
Crotona Assets Limited RBEREE BRE HHELRMAEE & F7150,000 100 100 =
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Subsidiaries (continued)

17

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

December 2016: (continued)

FA7 (8)
ATARR=Z
Blexe: (&)

“AFTZAZT-RERTRAARE

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
HEAFEE HERE FRANER
BREIHER TERHK BRITRE RANHER BEORER REOLER
o EETRER REEME 1] LEB(%) LEB(%) LEB(%)
Shenzhen Kingdee Tianyan Middleware The PRC, limited liability Sales of software products in RMB40,000,000 - 4 60
Corp., Ltd. (*Kingdee Tianyan Middleware) corporation the PRC
(Note (a))
RUEFRETRAHERAA P ROERAR  BHEREE PE ARH40,000000 - 40 60
Mi&(a)
Shanghai Kingdee Deeking Cloud Computing  The PRC, limited liability Sales of software products in RMB20,000,000 - 100 -
Co., Ltd company the PRC
FEERESEHEARAA hE BREARR  BHEREE PE ARH20,000000 - 100 -
Xiamen Kingdee Software Co., Ltd. The PRC, limited liability Sales of software products in RMB10,000,000 - 100 -
company the PRC
BRI RRHARAT PE BREALA  BHERHE  PE AR 10,000,000 - 100 -
Shanghai Kingdee Software Technology The PRC, limited liability Sales of software products in RMB10,000,000 - 90 10
Co., Ld. company the PRC
FEEREHRBEERAA T EREAAR  BHEREE TE 10,000,000 - % 10
Kingdee E-commerce Technology (Shenzhen)  The PRC, limited liability Provision of online financial RMB30,000,000 - 80 2
Co., Ld. company services in the PRC
eREFABRM (RY) BRRE B AREALNF KBRS E AR30,000,000 - 80 2
Guangdong Kingdee Software Technology The PRC, limited liability Sales of software products in RMB30,000,000 - 100 -
(o, Ld. company the PRC
BEREGHHRBEERAA PE - EREALR  BHELHE HE AR 30,000,000 - 100 -
Taiwan Kingdee Software Co., Ltd. Taiwan, limited liability Sales of software products in TWD10,000,000 = 100 =
company Taiwan
EESRUMARAR PEZE AREMAR BHEREE PEEE 210000000 - 100 -
Yiyang Kingdee Software Co., Lid. The PRC, limited liability Sales of software products in RMB10,000,000 - 100 -
(*Yiyang Kingdee”) company the PRC
aheREHARLAA (85e%)) T AREALF  BHERHEE TE AEH10,000000 - 100 -
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17 Subsidiaries (continued) 17 F4aF (#)
The following is a list of the principal subsidiaries and VIEs at 31 WTARZE—A"F+-A=+t—HFXETRALRE
December 2016: (continued) Blxe: (8)

Proportion of Proportion of
ordinary  Proportion of ordinary
shares ordinary shares

Particulars directly shares  held by non-
Place of incorporation ~ Principal activities of issued held by held by controlling
Name and kind of legal entity ~ and place of operation share capital ~ parent (%) the group (%) interests (%)
H
HEBAFEE HERE FRANESR
B IHER TERHK BRTRE RANEER BEOEER REOLER
a8 EETRER REEME 1 H(%) LEB(%) LEB(%)
Shanghai Kingdee Software Technique Co., Ltd. ~ The PRC, limited liability Sales of software products in RMB20,000,000 - 100 -
company the PRC
FEEREHRMERAA - BREARA  BBEREE  E ARH20,000,000 - 100 -
Hunan Kingdee Software Technology Co., Ltd.  The PRC, limited liability Sales of software products in RMB20,000,000 - 100 -
company the PRC
RELFHRHRGERAR FEAREALR  BHELHE TE AR 20,000,000 - 100 -
Shenzhen Kingdee Qisi Technology Co., Lid. ~ The PRC, limited liability Sales of software products in RMB30,000,000 - 100 -
company the PRC
A EEBRBEERAF tE - BREARA  BAEREE  PE ARH30,000000 - 100 -
Kingdee Venicle Network Technology Co., Ltd.  The PRC, limited liability Development of internet RNMBB80,000,000 - 85 15
(*Kingdee Vehicle") company technology in the PRC
RAEBERBERAA hE - BREARR  ERSEMRAZ - PE  AR0,000000 - 8 15
Guanyi The PRC, limited liability Sales of software products in RMB10,000,000 - 58 Y
company the PRC
5 FE - AREALR  BHELHE TE AR E10,000,000 - 58 Q
Guangzhou Degking Small-Loan Co., Ltd The PRC, limited liability Sales of software products in RMB100,000,000 - 100 -
company the PRC
BMm%e \EERERAR HE - EBEARR BHERHE - RE 100,000,000 - 100 -
Shenzhen Kingdee Jingdou Cloud Internet The PRC, limited liability Provision of online financial RMB12,000,000 = = =
Technology Co., Ltd. (formerly known as company services in the PRC
Shenzhen Kingdee E-commerce Service Co.,
Ltd.) (Note (b))
AITEERIZPRMRERRE B AREALA  REKEEEENR AR 12,000,000 - - -
(ZABAMIMESREETER % e

RBARLE) HE(b)
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17

Subsidiaries (continued)

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

FoF (1))

ATARZ

-

&)

ANETZAST-AERTRARE

December 2016: (continued) b (
Praportion 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
HBAREE HEEE FENNER
BRI SR FERE BETRF HAnLER FEOLER SANLER
an HEERER REBEHE B LEA(%) LE (%) LE (%)
Beijing Kingdee Government and Public The PRC, limited liability Sales of software products in RMBA50,500,000 = = =
Software Co., Ltd. (Note (b)) company the PRC
ERTERBBUNERAR E - BREALR  BHEREE PE 50,500,000 - - -
Bt ()
Kingdee Credit Co., Ltd. (Note (b)) The PRC, limited liability Development and service of RB50,000,000 = = =
company software in the PRC
SREERAR HE - EREARR BHRBRE - TE AR#50,000,000 - - -
Mz (D)
Shenzhen Kingdee Pay Technology Co., Ltd. ~ The PRC, limited liability Development of online pay MB100,000,000 - - =
(Note (b)) company technology in the PRC
ik SINEE TN E - BREANR  REXNERAZASR  AKH100000000 - - -

a(b)

fif%  HE

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

AAEERAFEETATMEENIESHEET
FUTEA - B - AT 2 T0EHE MR LR

BB -
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17 Subsidiaries (continued)

The following is a list of the principal subsidiaries and VIEs at 31
December 2016: (continued)

Note:

()

128 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:

S 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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18 Share capital and share premium 18 BFEMERFRR
Number of Share Share
shares capital premium Total
BE®AE B REE B&xRE -]
(thousands) RMB’000 RMB'000 RMB'000
TR AREFT AREFTT AREFT
At 1 January 2015 —Z-hf—F—H#EH 2,574,437 65,155 537,920 603,075
Issue of ordinary shares BITH R 288,526 5714 1,045,369 1,051,083
Employee share option scheme B T BEA% &1 2
— Value of employee services -BIRBEE
received - - 42 528 42,528
— Exercise of share options — TR E 55,185 1103 56,225 57,328
Share award plan R S BT &
— Value of services received — IR EE = = 42 742
At 31 December 2015 —Z2-a¥+=-A=+-H
b1 2,918,148 71,972 1,682,784 1,754,756
At 1 January 2016 —E-RE—F—H#&& 2,918,148 71,972 1,682,784 1,754,756
Employee share option scheme BT RERETE
— Value of employee services - BIRBEE (F29)
received (Note 29) - - 34,678 34,678
— Exercise of share options — {THERE AR (FTEE21)
(Note 21) 29,692 580 23,213 23,793
Share award plan B 1n tE Bt &
— Value of services received — RBEE (FizE29)
(Note 29) - - 24,649 24,649
At 31 December 2016 —Z-R"&+=-A=+—H
e 2,947,840 72,552 1,765,324 1,837,876

(a)  The total authorised number of ordinary shares as at 31 December
2016 was 4,000,000,000 (2015: 4,000,000,000) shares with a par
value of HKD0.025 (2015: HKD0.025) per share. All issued shares

were fully paid.

@ BEZT-AFTZA=t+—H TBEROX
7E 81 B # % &4,000,000,0008% (= F — 1 5
4,000,000,0008%) - & B I {E 7 78 #0.0257T (=
T-RF: GREEAK05T) AARE

TRRERNEE2HER -
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19 Other reserves 19  Hftigkie
Statutory Shares
surplus Available- held
Merger Capital reserve Conversion forsale  forshare  Buy-back Other
reserve reserve fund  Revaluation option investment  award plan  of shares  Translation reserve Total
RirsEn
EERR g HHEE
AftGE  AFLER LEe Efy WERES HERF Bt EWRG fiE EfEE L
RMB'000  RMB'000  RMB'0O0  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ABBTR ABRBTR ARRTR ARRTRE ABRMTR ARRTR ARRTE ARBTR ABRRTR ARRTR ARRTR
Note (a) Note (b) Note (c) Note (d) Note (e)
Wi (a) W3E(b) M) WiE(d) Mik(e)
At 1 January 2016 ZE-RE-A-A&B 6,570 253,488 138,762 129,549 8,696 (3,806)  (44,498) (3,415) 21,497 512,763
Other comprehensive income Hivira e - - - - - 5,741 - - - 5,741
Currency translation differences EHREER - - - - - - - (8,725) - (8,725)
Transactions with non-controlling B ERNRS
interests (Note 36) (FizE36) - - - - - - - - 1,200 1,290
Shares purchased for share award plan IR {3 S BIFTEE IR D - - - - - - (93,924) - - (93,924)
Buy-hack of shares Bl = - - - - - - (16,991) - - (16,991)
At 31 December 2016 ZZ-R"E+ZAZt-H
1 6,570 253,488 138,762 129,549 8,696 1,855  (138422)  (16,991)  (12,140) 28,787 400,154
Shares
Statutory Available- feld
Merger Capital surplus Conversion for-sale for share
TBSeIVe reseve  reservefund  Revaluation option~investment  awardplan  Translation  Other reserve Total
B8
EERE AfHE AR
affE  AANE DB BRER TEAER  REGE B e EfpRE Eh
RVB000 RVB000 RVBO000 RMBO000 RMB1000 RMB1000 RMB1000 RMB1000 RMB1000 RMB000
AREFT ARBTT ARETR ARBTR ARETR ARETT ARETT ARBTT ARBTR ARETR
Note (2) Note (b) Note (c) Note (d)
BEa  WERD) M) ()
At 1 January 2015 “I-R5-F-RER 6,570 263468 136,762 129549 8,696 S (19,666) (4629) (657) 512,113
Other comprehensive income e hs - - - - - (3,886 - - - (3.886)
Currency translation diffrences NEEER = = = = = = = 1214 = 1214
Transactions with non-controlling inerests ~ ERSEARH IEERMR 5 S o S - - - - - 28154 2154
Shares purchased for shae ward plan - RIA B EIREIRD - = S S S - (a8 = - (M
At 31 December 2015 s g
&5 6,570 263,488 136,762 129549 8,69 (3,886) (44.4%8) (3:415) 0497 512,763
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19 Other reserves (continued)
(@)

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 2016, the Group purchased
37,878,000 (2015: 10,714,000) ordinary shares in the Company
for a total consideration of HKD108,007,000 equivalent to
approximately RMB93,924,000 (2015: HKD28,187,000, equivalent
to approximately RMB24,832,000) 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
6,600,000 ordinary shares in the Company for a total
consideration of HKD18,980,000 equivalent to approximately
RMB16,991,000 (2015: nil) for cancellation in future. The carrying
amount of the shares held as at the year end was presented as a
deduction against equity.

19

RftfE (&)

(a)

—-=F
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ERARENRATZRA[ - EDERHEARF
BAREFREBNDRERADI0%EAREE
¢ BEEARBESEREREEMEARR
50% - REELEEAMERARRAGHE
‘RAUBERAH R BRIEMER -

BE_2—R"FtA=+—RALORED
A EEERNDZBIET (M2 () K
B #:108,007,0007T (£ & A R #93,924,0007T)
(ZZ—hF: BB WAAREK
24,832,0007T) #4848 B B 37,878,000 22 71 3%
Bt (ZT—1F - 10,714,0008%) « FRFHK
REEEECEEAETIR -

HE-_Z-R"ET-A=Z+-HILWEE
Him o 5B DL #518,980,000T (F9 A A R
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20 Retained earnings BEEkE
RMB’000
N e
At 1 January 2015 R _Z—hF—H—H 873,784
Profit for the year EEFE 105,766
Dividends relating to 2014 B E—NFRRF (30,000)
At 31 December 2015 N _E—-HE+-B=+—H 949,550
At 1 January 2016 R-E—-RE—HF—AH 949,550
Profit for the year FEERE 288,230
At 31 December 2016 RIE-RE+ZHA=+—-H 1,237,780
Employee share-bhased arrangements BIBRMRE
(a) Share option scheme (a)  FEBRAERE

132 Kingdee International Software Group Company Limited

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.

In respect of the 2015 Option Scheme, the exercise price of
the share options is determinable by the Board, but may not be
less than the highest of (i) the closing price of the shares of
the Company as stated in the daily quotation sheet of the Stock
Exchange on the date of grant, which must be a trading day; (ii)
the average closing price of the shares of the Company as stated
in the Stock Exchange’s daily quotation sheets for the five trading
days immediately preceding the date of grant; and (iii) the nominal
value of the shares of the GCompany. The validity period of 2005
and 2015 Option Schemes are both ten years from the grant date.
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21 Employee share-based arrangements (continued)
(a) Share option schemes (continued)

(i)

21 RIRKREE (&)
(a) FEBRMEED ()

Movements in share options (i) BEEsD
Movements in the number of shares under the options WARITENBRESE KA BB ME
outstanding and their related weighted average exercise EHTFRENEHNT
prices are as follows:
2005 Option Scheme 2015 Option Scheme
2005R% g = 2015R %
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
B/ERFY BERET B|ERFY BRET BRET
THEE B B &5 TEE MEEE MRBSH
HKD thousands HKD thousands thousands
-1 Fat % Fat Fat
At 1 January 2015 R-S-1%
—-B—AH 155 281,312 - = 281312
Granted BRE = - 4,60 40,000 40,000
Exercised EffE 133 (65,185) - - (65,185)
At 31 December 2015 A_E—-0E
+=B=+—-H 1.60 226,127 460 40,000 266,127
Currently exercisable R-IS-1F
as at 31 December 2015 +=A=+—8H
AT 1.66 170,528 - - 170,528
At 1 January 2016 RIE-RE
—A—H 1.60 226,127 4.60 40,000 266,127
Exercised (Note 18) BT (fiFEE18) 1.00 (29,692) - - (29,692)
Lapsed/Forfeited BRE,/ BRI 0.54 (51,487) - - (51,487)
At 31 December 2016 RZE—REF
+=B=+—-H 2.10 144,948 4.60 40,000 184,948
Currently exercisable RIE-—RE
as at 31 December 2016 +=A=+—8H
AT 2.10 124,535 4.60 10,000 134,535

During the year ended 31 December 2016, no share option
(2015: 1,900,000 shares) was granted to directors of the
Company.

In 2015, 2,500,000 share options were granted to a related
party, which is a company wholly owned by Mr. Xu Shao
Chun, the chairman and executive director of the Company,
in exchange for the director’s service. No such grant was
made in 2016.

RZF—RF AARAEERTHERE (ZF—1
4 +1,900,0004%) °

R-FB—HF [EER AR T #25000000 8 Kk
B ZHERRRLAESEIRBFLIFRLESR
EREFNRBEH - T NFREEBRT -

TZREER SRERSAKERRAE 133
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134 Kingdee International Software Group Company Limited

Employee share-based arrangements (continued)

(a)

Share option schemes (continued)

(ii)

(iii)

Outstanding share options

Details of the expiry dates, exercise prices and the
respective number of shares under the options which
remained outstanding as at 31 December 2016 and 31
December 2015 are as follows:

21

RIRARH (8)
(a) WREHEEHD (&)
(i) FITEMARE

W=2-AE+=A=t-BR-Z-
EETZA=+—R - BAAEHER
BUEEE - TEEREANKE HE
mr :

Number of shares under options

MR TS

Range of exercise price after
Expiry date within the bonus issue of the shares 2016 2015
EMA BiRsESRTHEREER “B-R¥ —E-h1F

HKD per share thousands thousands

%8k Fit Fit
2016 0.54-0.66 - 66,718
2017 0.94-1.81 4,883 6,130
2018 0.95-1.75 5,295 8,381
2019 1.15-1.87 39,889 45,588
2020 3.11-4.25 20,662 21,022
2021 3.75-4.28 19,528 19,528
2023 1.31-1.34 31,882 35,076
2024 2.66 22,809 23,684
2025 4.60 40,000 40,000

184,948 266,127

Fair value of options (i) MREREMNREE
There was no option granted during the year ended 31 BEZZ—"F+ZA=+—HILMRE
December 2016. SHNRER T ERE -

During the year ended 31 December 2015, the weighted
average fair value of options granted determined using
the Binomial valuation model was HKD1.28 for an option
over one share. The significant inputs into the model were
weighted average share price of HKD4.6 at the grant date,
the exercise price shown above, volatility of 53%, expected
dividend paid out of HKDO0.078 per share, an expected
option life of 10 years and an annual risk-free interest rate
of 0.14%. The volatility measured at the standard deviation
of expected share price returns is based on statistical
analysis of daily share prices over the last 10 years.

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

Annual Report 2016

HE_Z-AFt A=+ ALOK
EHR - ERARHBRENATEE
M FBinomial b ER A BT A BRRES
B8 HREABANERERA
Rt B E e T RERR46T - WA
LAFIRTTEE - RHB(E E HO3%H)
K® - BHIRESREB078T - BR
BORATHFHI05F  BHEFTA
B R0.14% o RIRTEHR B O MAIRE
EMENRBEE  RERFZHED
EEHHIRI0F AR E B BEN R AT

s
AE -

ZE-REH A+ = BT #A940,000,000
BEBEREF O RO - F—HAR
RiLBME—FRITE  ARRRTE
ZE=FREEETHE



21

Employee Share-based Arrangements (continued)

(b)

Share award plan

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

21

BIR=RHE (&)

(b) BRipEEENETR
ARAEEEN_TTNF-A-+HBRZE
R RS (8= F—=)) ZRHK
HESERYEEHARNETEENER - &
ER-E—RF+-A+NBFRAFRMDUE
HE (38 -Z—1)) 8 -_Z—=0MKH
BEEHE —T-F -

No. of

shares held No. of

for the share awarded
award plan shares Total

B% 7 88 By 5+ 81 B% {7 SE Eh &t &
BREYE EFHE st
thousands thousands thousands
Fat Fat Fit
At 1 January 2015 “E-1¥—H—H 10,698 - 10,698
Purchased and held BEUHE 10,714 = 10,714
Awarded B¥ S (5,300) (5,300)
At 31 December 2015 —E-h¥+-HA=+—H 21,412 (5,300) 16,112
At 1 January 2016 —Z-"¥—-H—-H 21,412 (5,300) 16,112
Purchased and held BEVHEE 37,878 - 37,878
Awarded BT - (22,948) (22,948)
At 31 December 2016 —E-R"§+-A=+—-H 59,290 (28,248) 31,042

During the year ended 31 December 2016, 22,948,000 shares
(2015: 5,300,000 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 2016 was HKD2.55 per share (equivalent to
approximately RMB2.12 per share).

BE-F-AFt-A=t+-R AAEE
ABRERAREE29800 (~F—FF -
5,300,000) AxEERIRR D

ZBMROOLABENSEREARRRNE
mEEENE - X EEBRON DA EBER
EERTREFHOERRE

E-T—NENREHREBHRH INEFS
DNABEAERBELST (WAERARE
21270)
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21 Employee Share-based Arrangements (continued) 21 EBIRKRE(E)
(b) Share award plan (continued) (b) BxipEEMEE (W)
Details of the Awarded Shares awarded during 2015 and “E-RERIE-AFRHRMEIE
2016
Number of
Awarded Shares Average fair
Date of award awarded value per share  Vesting period
B i e mhat & BEREY
BEAY BFHE LREE TEESFH
(thousands) (HK$)
Fat B
25 December 2015 5,300 3.56 18 March 2016 — 18 March 2019
—E-RF+ZA=1+EA “E-XFZATN\HE-Z-AF=A+/\H
18 March 2016 200 2.60 18 March 2016
—Z-R"E=R+N\H —Z-R"E=RA+)N\AH
30 April 2016 22,748 2.55 30 April 2017 — 30 April 2020
ZE-R"FMA=1H ZE—+NA=+AEEZE-TFNA=1H
22 Borrowings 22 {E%
2016 2015
—E-RE —Z-hF
RMB’000 RMB’000
AER®TT ARETT
Non-current FEiEN
Long-term bank borrowings, unsecured RERITIER - BHEA 171,775 105,000
Long-term bank borrowings, secured (a) RERITER - B () 58,725 =
Convertible bond (b) AERES (b) 1,185,096 1,108,018
1,415,596 1,213,018
Current i E
Current portion of long-term borrowings, unsecured RERITEFR PRSI, - |IKHT 74,150 243,500
Current portion of long-term borrowings, secured (a) REURITEZRPREESND G4 () 6,525 -
80,675 243,500
1,496,271 1,456,518
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22 Borrowings (continued) 22 f&® (&)

At 31 December 2016, the Group’s borrowings were repayable as follows: —E-AF+-A=Z+-8 AEEERNEEHD
I

2016 2015
—Z—RE —ZE-hF
RMB’000 RMB’000
AR®TT ARET T
Within 1 year 15ER 80,675 243,500
Between 1 and 2 years 1226 154,675 65,000
Between 2 and 5 years 2E5F 1,260,921 1,148,018
1,496,271 1,456,518

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

AEEEFNRASBEATNEERELN -

2016 2015

—B-%F “F-nfF

RMB’000 RMB'000

ARBTR ARETTT

RMB AR¥% 311,175 348,500
usb E 1,185,096 1,108,018
1,496,271 1,456,518

The Group’s bank borrowings bear average interest rate of 4.67% (2015:
4.52%) per annum and are fully repayable upon maturity.

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 (2015: within 1 year).

The fair value of the non-current borrowings as of 31 December 2016 is
RMB1,398,790,000 (2015: RMB1,215,729,000), which is based on cash
flows discounted using a rate based on the average interest rate of 4.16%
(2015: 4.29%) 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.

AKENRTEFNERFHERENER67% (=
B-RF : 452%) LHEHEFREINHARE -

BRITEE(0) iR R ORI BB H AN - AEBMERRA
FBME - ERNEERBRANEEHRANEH
EEBHMAENERA—FAR (ZF—0F: —
FLAR) -

BE-Z-R"E+-A=1+-BFRBERNIA
BEAARKI398790000T (ZE—HF: ARK
1,215,729,0007) - ERAEB LA BEAE  BIEH
SRBUTHMELIG% (ZT—TE : 429 %)IFERE
§ o

fERMEPEROTETK - RBEHD

BN A E A
SEHD R BERD -

FREER
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22 Borrowings (continued)
Note:

(@)

As at 31 December 2016, long-term bank borrowings of RMB65,250,000
were secured by pledge of the shares of Guanyi held by the Group (2015:
nil).

The Group issued US$175,000,000 4.0% convertible bond on 14 April
2014. The bond mature 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

E-Z-—R"ETZAZ+—R AEEUBEESHN
iy 8 AR 65,250,000 (ZF—H%F : &) OKH
RITHERETER -

ARER-_Z-DEENATEAETREERET
175,000,0007C » 7| Z40%H0 AR B 75 < JLEEHFR
TRBEHRFRIE - TERESHAATERER
BHBRARD  RBL-Z-NFAA-THAR
ZBREZHHAMNTE (BEERMR) ERHE
RERIEZ HEAEFARELEL  KREAEKIN0
B (AEAREREXRTRISET) - BERER
BHARBNNBERETEFHET - AREAKES
NEERBERRITEEZEHFIRRBARR
7 - ABRESRGHNEENAEEARTBHEE
NEREBIIT R BAESFEE (H19)

ERBRRREROTERESHEMT

RMB’000

AR®TT

Liability component at 31 December 2014 RIZ—ME+-A=+—HMARHEKIBH 1,042,897
Interest expense MEBA 46,730
Interest accrued FERIF S (45,455)
Effect of currency translation INEREE R & 63,846
Liability component at 31 December 2015 RIE-AF+A=1+—HMARHERBH 1,108,018
Interest expense FISERA 47,873
Interest accrued FEATFI2. (46,496)
Effect of currency translation INEHEERTE 75,701
Liability component at 31 December 2016 A_E-RE+-A=+—HAREARSH 1,185,096
Interest expense on the liability component of the bond was calculated at EREHFNERAKIONFEERRAEREF

the effective interest rate of 4.22% per annum.
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23

Deferred income tax

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

23 EBERBR
BEREHREENELTRSRABITAOT :

follows:
2016 2015
—ZE—RE “T-REF
RMB’000 RMB'000
AR®TT AREFT
Deferred tax assets: BIEFRBHEE
— Deferred tax assets to be recovered —BBEREARRODNEEMEREE
after more than 12 months 2,846 16,278
— Deferred tax assets to be recovered - EREARKENETEHEHEE
within 12 months 1,101 2,990
3,947 19,268
Deferred tax liabilities: EIEFEHEARE
— Deferred tax liability to be recovered - BBEARKERNETHEHaRE
after more than 12 months (100,777) (124,897
— Deferred tax liability to be recovered —EREARKEMELREHEE
within 12 months (2,041) (109)
(102,818) (125,006)
Deferred tax liabilities (net) BERBRAR (28) (98,871) (105,738)
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23 Deferred income tax (continued) 23 EBEMRSFR (|)
The movement in deferred income tax assets and liabilities during the FRELCHESHEENERE CREZBEHIER—
year, without taking into consideration the offsetting of balances within HHEREE) HEBNT
the same tax jurisdiction, is as follows:
Credited/
Credited/ (Charged) to
(Charged) to At Acquisition of the income At
At 1 January theincome 31 December @ subsidia Disposals of statement 31 December
2015 statement 2015 (Note 37)  subsidiaries (Note 31) 2016
\ - N EREX ®
R EEax —F-1 (] AE/  ZB-RE
—2-1F N4 _tZA T4 (k%) _t=A
—A—-H (1k) =t-A (BE37) RETFAR (HEE31) ==l
RMB000 RMB'000 RMB000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETT AR%Tr AR®TR AR®TT ARETT AR%TR
Deferred tax assels BREFGHEE
~ Provision for payroll ~T8%RE 1599 (1599) - - - - -
~ Mlowance for bad and doubtful ~ — RIEEEELE
(ebts 8,149 14,018 2,167 - - (4,306) 17,861
— Amortisation of computer software  — 25 &1 & & 8,955 6,344 15,299 - - (9,311) 5,928
- Accumulated loss recovered within — T 4 A A &2 o]
fve years MR 6447 8505 14,950 £ (6,097) (3,346) 5,509
~ Over-claimed advertisement -BYMELE = 91 91 - - 1,015 1,946
25,150 28,199 53,349 - (6,007) (16,008) 31,244
Deferred tax liabilities ERFEHEE
— Deferred development costs - ERBEEKA (46,274) (30,085) (76,359) - - 18,409 (57,950)
—Fairvalue sumplus of infangible  — EFAERE
assels (297) 187 (M) (14,462) 16 1,795 (12,761)
- Fairvalue gains on investment - RE U EHE
properties NhEELEE (52,379) (30,239) (82,618) - - 23,214 (59,404)
~ VAT refund — ERRRS (39) 3% - 2 2 = =
(99.34) (9745)  (150087)  (14,462) 16 348 (130,115)

Deferred tax assets are recognised for tax loss carry-forwards to
the extent that the realisation of the related tax benefits through the
future taxable profits is probable. As at 31 December 2016, Due to the
fact that the directors are not certain of whether future taxable profit
would be available, the Group did not recognise deferred tax assets
of RMB92,748,000 (2015: RMB100,218,000) in respect of tax losses
amounting to RMB475,289,000 (2015: RMB525,520,000) in certain
Group’s subsidiaries, which can be carried forward to offset against future
taxable income, all of which will expire in 2017 to 2021 respectively.
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24 Trade and other payables 24 EFGERREMEGR
2016 2015
—E-RE A%
RMB’000 RMB'000
AR%®TT AREFT
Trade payables (a) and (b) JERTEREX (a) (b) 19,435 22,322
Amounts due to related parties (Note 39) JERT BB 5UE (MI3E39) 374 333
Salary and staff welfare payables EREERETREF 110,604 77,034
Advances from customers BERE 141,711 119,277
VAT and other tax payable [EREERREMT S 44,120 34,821
Accrual for expenses RIREM 14,294 37,348
Construction fee payable JEff Ti23UA 12,738 7,767
Unpaid business acquisition consideration RIFHER 55,440 -
Deposits of distributors IEEEREIR B S 38,667 39,136
Interest payable e FIE 10,116 12,663
Others Hit 6,374 6,689
453,873 357,390
(@)  The fair values of trade and other payables approximate their @ ENEIREMENRZAABERIRSR

carrying amounts. The carrying amounts of the Group’s trade and
other payables are mainly denominated in RMB.

At 31 December 2016, the aging analysis of the trade payables

based on invoice date is as follows:

(b)

HEE - ARAZRAEEENER R E MR
MRz RABEEEUARKAE -

RIB-—RE+ZA=+—H rEEEMNE

FREERRHORRATAOT :

2016 2015

—E—RE —T-1F

RMB’000 RMB'000

AR®TT ARET T

0 - 180 days 0—180K 12,024 18,718
181 - 360 days 181 — 360K 1,041 582
Over 360 days FHEERIIPN 6,370 3,022
19,435 22,322
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25 Deferred income 25 GBERA
2016 2015
—E-RE —T-RF
RMB’000 RMB’000
N ARETT
Deferred service fee income (a) BERBLA (2) 87,808 74,922
Deferred government grant (b) BTN IE B 8 (b) 37,564 21,650
125,367 96,572
(@)  The amount represents service fees received in advance from @ ZFEAEERCRMEFALEEIEWIE
customers for software maintenance services to be provided in PRFEREHE G EEREBA - EREHE
periods beyond the financial year end. HRBEBER o
(b)  Movement of deferred government grants is as follows: b) ETHBEANZSHNT :
2016 2015
S —T-h1F
RMB’000 RMB'000
AR®TT ARETT
At 1 January »—B—H 21,650 5,610
Additions byl 44,046 57,810
Recognised in the income statement RIBRRER (28,132) (41,770)
At 31 December B+-A=+—H 37,564 21,650
The amount represents cash received from government for ZHBEAAAEERANFAEIEE MERAERNE
financing various research and development projects conducted SXE - EHERERENGEERSRE (AR REM
by the Group. These cash received will be recognised as income MMFEIER TRk ) IR -
when certain stipulated conditions required by government are met
(usually when the related development project is completed).
26 WA

26 Revenue

The Group’s turnover 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:

SENBRABE UERRBANLR) CXERERE
%% (TERPEHK ) URERBEY - KACHKRER
B ESEER - MABEATRAE :

2016 2015

ZE-RE —“ZT-RhfF

RMB’000 RMB'000

AR®TT ARETTT

(Restated)

(&E3t)

ERP business ERPE 7% 1,521,383 1,348,739
Cloud services business ERBEL 340,824 168,034
1,862,207 1,516,773
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BHEESEHRA
SITREHERS  HERKEEER  HRRAEKA
RITHERANERDTNT :

27 Expenses by nature 27

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

analysed as follows:

2016 2015
—E-RF —T-RF
RMB’000 RMB'000
AR®TT ARET T
(Restated)
(Eit)
Research and development costs HERFEERA

Amounts incurred BEXHEHE 301,519 197,502
Less: development costs capitalised o BREZ BERA (288,473) (189,969)
Add: amortisation e BRI 2 R A 270,557 188,835
283,603 196,368
Employee benefit expenses (Note 29) BIEMAS (M) 1,144,261 924,328
Less: amount included in development costs B BERERAEKA L &5 (248,804) (224,071)
895,457 700,257
Depreciation e M,737 35,686
Less: amount included in development costs B BERMERBER A EE (7,005) (6,832)
34,732 28,854
Outsourcing services IBRRIEE 163,283 125,657
Sales promotion HEHERA 95,633 72,231
Advertising BEKA 72,190 34,402
Cost of inventories consumed (Note 13) HEFEERA (FF13) 70,193 95,463
Rental and utilities HERAREXER 57,512 40,723
Traveling EIRE 45,990 31,201
Office expenses N < 39,951 25,852
Other tax and surcharge H b & Ko 32,451 26,149
Professional service EXRBEER 27,445 11,048
Impairment provision FEURER R B2 26,653 62,088
Training costs k=S 16,912 9,142
Amortisation of trademarks, licences and copyrights (Note 8) 751 « ErfFZ{ERE#ESY (Fi13T8) 11,631 9,619
Amortisation of computer software for own use (Note 8) SR E B (F158) 4,505 1,721
Amortisation of customer relationship EySlles 2 4,359 =
Amortisation of land use rights (Note 6) Tifb AR (FIEE6) 3,361 3,361
Auditors’ remuneration ZERH S 2,550 1,800

(Gain)/loss on disposals of property, plant and BRENBE  THLESE (FE),/
equipment (Note 35) E51E (F:E35) (3,371) 1,646
Others Hit 26,567 17,184
Total s 1,911,607 1,454,766
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28 Other gains - net 28 Hfufl® - 28

2016 2015

—E—RE —ZE-hfF

RMB’000 RMB'000

AR®TR AREFT

(Restated)

(i)

VAT refund (a) HEBIRE () 147,447 149,256

Government grants BFFIEE Ak 45,582 43,424

Rental income — net (Note 9) AeWA — 58 (H:9) 70,597 68,126

Investment income BE W= 3,990 2,339
Financial assets at fair value through profit or AR BETSEEEEH:ABEN

loss (Note 35) SHEE (H:E35) (801) 1,267

Net foreign exchange losses HINEF B 1R (928) (4513)

Others Hih (1,466) 1,946

264,421 261,845

(@) According to the current tax regulations in the PRC, the @ RBERTPEBBEHE - EREGcFHENE

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

ERBUNHEGMBEER - R-F——F >
BEERBRNE E—IRBEFEXNENE
REXZRETRROBA (B#2011] 457
X)) RRZBA - H_F——FRK &
ER-—BRARARELBTRBELENGME
@ RRITR R R BUSEER & - HHEER
ERBABANBNETIMINRER -

29 Employee henefit expenses 29 RIRFRAX
2016 2015
—Z—RE —Z-hF
RMB’000 RMB’000
AR®TT ARET T
(Restated)
(&Eit)
Wages, salaries and bonus I% . 2B RES 811,735 649,136
Commissions SHETRR 102,681 83,327
Staff welfare BT &R 30,760 24,026
Pension scheme contributions (a) FAREFEIEIR (3) 139,758 124,569
Share-based compensation (Note 18) VARG 1 B EERE O SRBN T2 (B EE18) 59,327 43,270
1,144,261 924,328
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29 Employee benefit expenses (continued)

(a)

(b)

Pensions — defined contribution plans

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 (2015: two) directors 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 (2015: three)
individuals during the year are as follows:

29

BIEFAX ()

(a)

(b)

BHe - RERFHE
AEEZ2ERTHE N ERRGRBERNE
BHFRAGTE - AREEARKAERESR
MERFEMI2%ERND (RFHBLRZAE
winE) mRAEESH/R - BHRBRAKREE
BEERZEERBREXNENRE - AGERE
BRARREG 2 EHAR L X IR Y
#R - TEREIREHRRAHRFKE -

EEEFMAL
AEEAKRELNSRSFHOALRE
(ZZ2—n%: M) B wf0FRE(E
ERTHEREOTEMES ] (FE41) 28
AR - REEXNEBROUAL (ZF—
B =f0) ATRWFEHOT -

2016 2015
—Z—RE —E-hF
RMB’000 RMB'000
AR%®TT ARETFT
Basic salaries, housing allowances, EA%¢ BREER - H2a,
other allowances and benefits in kind MEDHM = 9,917 5,093
Bonuses ®e 6,767 1,367
Contribution to pension scheme RARETEIER 237 151
16,921 6,611
The emoluments fell within the following bands: BEFMETIIESBER
Number of individuals
A
2016 2015
—E-RE —T-AE
Emolument bands (in HK dollar) FIEE (ABSHE)
HKD1,500,001 — HKD2,000,000 75 1 500,001 7T £ 75 12,000,0007T - 2

HKD2,000,001 and above 7812,000,0007T R A £

—-=F
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31

30 Finance costs — net 30 HMBRF- B8

2016 2015
—E2—RE —E-AF
RMB’000 RMB’000
AR®TT ARETFT
(Restated)
(i)
Interest income FBUWA 35,605 34,706
Interest on borrowings [ESRERERFIE (66,525) (83,785)
Bank charges BIFER (569) (654)
Net foreign exchange gain/(loss) on financing activities B & RENENFEFIE /(3B%) 9,477 (9,789)
(22,012) (59,522)

Income tax expense 3 FERER

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

FEFREHBRREETEARANESENEROA
FERE - WEAFEORFHAEER LETHE
i o

2016 2015
—Z—RE —E-1fF
RMB’000 RMB’000
AR®TT ARET T
(Restated)
(Eit)
Current income tax EHMEH
— Current tax on profits for the year — REFIRE KM ATER 31,683 26,133
— Adjustments in respect of prior years — REURFE (10,312) (1,703)
Deferred income tax BEFBH (27,316) 37,829
(5,945) 62,259

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

(b) In 2016, a tax law [2016] No.49 has been enacted that entity
can register for the National important software corporate in tax
bureau if the entity complies with relevant requirements. Kingdee
China was considered to meet those requirements and also has
registered in tax bureau. Therefore Kingdee China was estimated
to use a preferential corporate income tax rate of 10% (2015:
High-tech Enterprise income tax rate of 15%) for the year ended
31 December 2016. The application of preferential tax rate stated
above is subject to critical estimates of the management of the
Group (Note 4.1(f)).
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31 Income tax expense (continued)

(c)

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

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 qualified as a High-tech
Enterprise from September 2014 and was entitled to a
preferential corporate income tax rate of 15% (2015: 15%).

(i) Shanghai Kingdee Software Technology Co., Ltd. and
Beijing Kingdee Management Software Co., Ltd. were each
qualified as High-tech Enterprise from October 2014 and
were entitled to a preferential corporate income tax rate of
15% (2015: 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% (2015: 15%).

31 FSRER (§)

()

ﬁ%ﬂl\ﬁﬂ%ﬁ%\ﬂﬁﬁﬁﬁ"ﬂﬁ:;ﬁ—ﬂiﬂﬁ
NAERIBG TR BERTRHERES
YERMERFHOEERE

EHRZ £¢?¥?5¥ﬁ#ﬂ#$A1¢¢%E%ﬁ
EL- S ﬂﬁﬁ*ﬁ k=Z—REM=

tERFBBNBEERE -

ATFRARCEGEREE  ERRERBE
BETRRETE - THEEREZNERBN &
BERENSRMER (ME41() -

() SBEXRFEER-_Z-—NFALAHR
TARARBHRMLE - FH15% (=T
—RF  15%) BB EAECEME
o

(i) LESREHEHBARATAMERES
ERYMHERARANR-_T-—NFTAR
RERMRBRZMRMEEER &
5% (Z2— 05 : 15%)MEBH XA
MERAEH -

(i) ZE-REEZZT-NFLELEES
ENMEBRAARRTEAFEERRH
BTt EERTZR15% (ZT—1%F:
15%) RO B BT RG> B -
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31 Income tax expense (continued)

()

31 FSRER (8)

Other PRC subsidiaries of the Group applied the tax rate of 25%. (f)

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:

High BT A rRERB% R RHE

ARBEERAMNBERL
B A\RAMBOER

ATEMAMEHERR
BREEREFELD

REEMAR - ABFLATR

2016 2015
—Z-RE¥ —E-0%
RMB’000 RMB’000
N AREFT
(Restated)
(&)
Profit before tax Ex#RaIFE 209,275 279,697
Tax calculated at the statutory tax rate of 25% BEERRB%:TENFE
(2015: 25%) (ZZ—HF : 25%) 52,319 69,924
Tax effects of: Ta:
Preferential tax rates FREERE (33,255) (28,166)
Tax losses for which no deferred income BERRELREHEEN
fax asset was recognised HBEE 18,508 3,422
Expenses not deductible for tax purposes AR ER 3,606 1,496
Re-measurement of deferred tax due to BEREEFEMIEERL
a change in applicable preferential tax rate FriStiaE (35,246) 37,096
Additional deductible allowance for AE M R E R
research and development expenses (1,565) (19,810)
Adjustments in respect of prior years AELRIFEE
~ Change in applicable preferential tax rate - FANEERRE (7,220 -
— Others —Hfp (3,092) (1,703)
(5,945) 62,259
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32 Discontinued operations

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 the
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 (Note 39 (e)). The financial results of Qianhai
Baidi, Kingdee CloudHub and Shanghai Kingdee Medical for the period
ended 28 July 2016 were presented as discontinued operations and
comparatives for the year ended 31 December 2015 has been restated
accordingly.

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

32

riEEE

“E-RFEAZTNR AEEKIETERYIFE
BEMEERAR UTEHEAFEE]) MFNE
CRBEERDF UTHBISBEZR]) AR
(BBLAR)  YAZEERKEHHEFHNARE
BT LESBEBREARAE UTHEI LSS
BE ) M100% % 4E - E{EHKET ARM107,401,0007T ©

BERLARS  REAREREZZN LEERER
HEFARE166,657 000 HHE R s TRIE T B (M
30E)  AERE  2REZEMLESGBEASE
“E-RELAZTN\BNMBERERRLEER
B 2Ot A=+ HOLREFARET
U

RUERENRENN AN REEEEENEM
BROERELNMT :

2016 2015
—E-RE¥ —T-A%F
RMB’000 RMB'000
AR®TR AREFT
Revenue WA 36,570 69,451
Expenses ER (95,375) (186,883)
Loss before tax of discontinued operations BRI HBR T ATIB R (58,805) (117,432)
Tax FitE (1,106) 5,511
Loss after tax of discontinued operations BILESHREEER (59,911) (111,921)
Pre-tax gain recognised on disposal BN EREAEEMERNHAFIE 138,785 -
Tax BiE (5,140) -
Post-tax gain recognised on disposal EViEEEAREMRRORENE 133,645 -
Profit/(loss) for the year from discontinued BREEEMHEEHE (BR)
operations 13,734 (111,921)
Profit/(loss) for the year from discontinued FERLEENE (BER) BEBR
operations attributable to:
— Owners of the company — RRAIERFEA 76,466 (109,267)
— Non-controlling interests — JEiR MR (2,732) (2,654)
73,734 (111,921)
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32 Discontinued operations (continued)

32 RILEEE W)

(a) Cash flows (a) HeRE

2016 2015
—E—RE —T-8F
RMB’000 RMB'000
N ARETF T
Operating cash flows BERETE (24,888) (34,009)
Investing cash flows REREME 4 1,999
Financing cash flows BERERE 26,000 2,002
Net cash flows BHARE 1,116 (30,008)
RMB’000
ARBTT
Cash of consideration BeHE 107,401

Less: Cash and cash equivalents of B ZE-AFEAZTABRKLE
discontinued operations on 28 July 2016 REBERENEEEEY (30,343)
Net cash received KENERE 77,058

33 Dividends 3 KB
2016 2015
—E-RE “T-1F
RMB’000 RMB'000
AR®TR AREF T
Final dividend of HK$ nil ERFRBF LR &

(2015: HK$0.015 relating to 2014) (ZZ—1F : ER-_FT—F

per ordinary share PR | 3B A% 50.0157T) = 30,000
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34 Earnings per share

(a)

Basic

34

Basic earnings per share is calculated by dividing the profit
attributable to owners of the Company by the weighted average

BRES
(a) EF

EABRESREFBNARRREREAN
B BUFEARRTERROMETFIHE

number of ordinary shares in issue during the year. HE e
2016 2015
—E-RE —E-1fF
RMB’000 RMB'000
AR®TT ARET T
(Restated)
(&)
Earnings &
Profit attributable to owners of the Company FIEEBRALTEREEA 211,764 215,033
Profit from discontinued operation attributable to BIFEEMTIBEER
owners of the Company AREERFTEA 76,466 (109,267)
288,230 105,766
Weighted average number of BERTHERMEFYH
ordinary shares in issue (thousands) (F3&t) 2,888,185 2,767,368
Basic earnings per share EXEREBH
(RMB cents per share) (BRRAR%S)
From continuing operations REFHELE 7.33 .17
From discontinued operations REKIHEE 2.65 (3.9)
From profit for the year FEFE 9.98 3.82
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34 Earnings per share (continued)

(b)

152 Kingdee International Software Group Company Limited

Diluted

Diluted earnings per share is calculated by adjusting the weighted
average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. The Company
has 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 is ignored in the calculation of diluted earnings
per share.

34

sRE2 (&)

(b)

BRSNS RRMEUHENEE S BB®
R RIEDBTERROINET SR
E-ARAAZRARENEEL AR : 78
BES - BRENRD RE)FE - TBRES
REFERALBR - MFNBEBEALH
MEBRRBETE - HRBRAENRD Z/)
B REATEAMBRNOEEEE EE
BAREBE (BEATRABRNOTHFET
B) ARANBROEE - RALTAFERNR
DA - ERRBEETENECETORN
HEFHLER  ARZBESNENS  (FRE
FREMBET EBKR - BERRBEMTE
wEsr BESRKE/REN  BaRTEhk
EHRRERBREN  HEFERESRKERZ
P

2016 2015
—E—RE —“ZT-RhfF
RMB’000 RMB’000
AR%TTR ARBETT
(Restated)
(&)
Earnings &
Profit attributable to owners of the Company ﬂ“ ERBERARREREEA 211,764 215,033
Profit from discontinued operations HEEFERBRANRERFAA
attributable to owners of the Company 76,466 (109,267)
288,230 105,766
Weighted average number of ordinary shares B & {T%EREYINEF I (Fit)
in issue (thousands) 2,888,185 2,767,368
Adjustment for: o
— Share options (thousands) — BBRE (F&h) 63,321 171,299
— Share awards (thousands) — R SEmEE (Fah) 1,975 2
Weighted average number of ordinary shares B ERESRGSAHEHR -
for diluted earnings per share (thousands) mEFEH (F&t) 2,959,481 2,938,669
Diluted earnings per share RESRKES (BRAR®S)
(RMB cents per share)
From continuing operations T EEERL 7.16 7.32
From discontinued operations REKIEE 2.58 (3.72)
From profit for the year FERME 9.74 360
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35 Cash generated from operations 3B REEEMAS

2016 2015
k- S 2 —T-R%E
RMB’000 RMB’000
AR®TT ARBETT
Profit before income tax including discontinued operations & FTEFIRTRIE - BRI EEL 289,255 162,265
Adjustments for: HEIBHE :
— Depreciation of property, plant and equipment (Note 7) — I BE  IBREEOTE
(BI&ET) 42,535 36,881
— (Gain)/loss on disposals of property, - BETHE  ITRERELE
plant and equipment (Note 27) (F158),/ &4 (BisEar) (3,371) 1,646
— Amortisation of land use rights (Note 6) — L fE ARG (f95k6) 3,361 3,361
— Amortisation of intangible assets (Note 8) - B EEEH (HH8) 318,010 234,295
~ Finance costs - net -HMBBRFE 34,954 53,878
— Share-based employee benefit expenses (Note 29) - BIREER (M:29) 59,327 43270
— Gain on disposal of subsidiaries (Note 32) - REFLTNE (FiHaEs2) (138,783) -
— Share of losses in associates (Note 10, 39) - DEBERARENEBENE
(BFE10 + 39) 17,613 2,215
~ Fair value gains on investment properties (Note 9) - RENRHEALEEED
Yoz (PHEE9) (33,879) (17,582)
— Fair value loss/(gain) on financial assets at - URRBEFEREEHHA
fair value through profit or loss (Note 28) BENEREE (Mi:2s) 801 (1,267)
— Re-measurement of the contingent consideration - hRERESIEHESMREX
for a business acquisition - (300)
589,821 518,662
Changes in working capital: REESEE)
~ Inventories -RE (2,205) (121)
~ Trade and other receivables — FEUER SR I E o FE UK R 10,597 22,623
~ Deferred income o 2 ON 28,795 19,521
— Trade and other payables — B R R E MR 38,619 87,997
— Due from customers on implementation contracts — net - RUEFERERZR — 38 31,664 13,337
Cash generated from operations REEANRS 697,291 662,019
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35 Cash generated from operations (continued) 35

In the statement of cash flows, proceeds from disposal of property, plant
and equipment comprise:

EEEEMAS (W)
ERERERA  HETHE THRRENAFR
(25708

2016 2015
—2-R¥ —Z-hF
RMB’000 RMB’000
N ARETT
Net book amount (Note 7) REFE (fEE7) 9,995 3,522
Gain/(loss) on disposals of property, HEREE THRREBIEHFNE
plant and equipment (Note 27) (&518) (PisE2r) 3,371 (1,646)
Proceeds from disposals of property, plant and equipment & &) « TR B ENATEZR 8,926 1,876
Non-cash transactions FHEXH
The principal non-cash transactions are as follows: FZERERHWT :

(@) Asaresult of the disposal of subsidiaries, there was an increase in
loans advanced to related parties, amounting to RMB166,657,000,
without any cash receipt as disclosed in Note 32.

(b)  During 2016, the Group terminated the contractual arrangement
in respect of Kingdee CloudHub (VIEs) but still remained certain
shareholding of Kingdee CloudHub as an investment in associate
at fair value of RMB6,118,000.
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36 Transactions with non-controlling interests

(a)

(b)

Acquisition of additional interest in a subsidiary

On 5 May 2016, the Company acquired an additional 20% of the
issued shares of Yiyang Kingdee for a purchase consideration of
RMB204,000. The carrying amount of the non-controlling interests
in Yiyang Kingdee on the date of acquisition was RMB1,494,000.
The Group recognised a decrease in non-controlling interests of
RMB1,494,000 and an increase in equity attributable to owners
of the Company of RMB1,290,000. The effect of changes in the
ownership interest of the Group on the equity attributable to
owners of the Company during the year is summarised as follows:

36

HERFMERNTH

(a)

EBFARGENMES

—E-AFRARA ARABAZHEY
DHBRENWEBETRRD BEHEAAR
#204,0007C © 215 & B MY FE IR B A K
ERBOREEEAARE 4000 - £
B R IR I HEAE 2506 A R 151,494,0007T -
GENEDAEZSEANERENARE
12900007 ° FRZEG S BERBFE ANER
BHUBBNADAESEEANERNYE
BEMT

2016 2015
“B-R¥ —E-hF
RMB’000 RMB’000
AR®TR ARBETT
Carrying amount of non-controlling BASHHI MR RRE
interests acquired 1,494 -
Consideration paid to non-controlling interests Sz T IEiE S 09 0B (204) -
Excess of consideration paid recognised HEX THHEHH RN EERER
within equity 1,290 =
Disposal of interest in a subsidiary without loss of (b) HEFLRES (FRERHE)

control

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

HE-Z-RET-A=+t—HILFE A2
AIHEFRARERRAPREH26.02%4E85 - 4
{BRARK36,806,0007 - EE#RE - KED
BBARANLALNRREMRE HEHRE
RREFES - R KRBT R ESRHAAE
HSNEPHHFRNRBR AR AIERRHE ANE
HOFEREMT

2016 2015

—E-RE —E-hfF

RMB’000 RMB'000

AR%TT ARET T

Consideration received for the 26.02% equity interest 5 26.02% i s B A0 1 (B - 36,806
Net assets attributable to the 26.02% HEBNRWEZEHNFEELSY

equity interest being disposed of - (8,652)

(ain on disposal recognised within equity GERZPHERALENSE - 28,154

ZE-AFFR
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37 Business combinations

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 is
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.

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

RuaH

RIE-RE-AZ+NA  AEEBAE 5 H#958%
R - 118 AR 1£247,350,0000 515 E 251 « B HE)
IEXBRETERE  BERHERT RENER ©

BEELNEEARE81,245000TREFTBANEF
BE ARASBEESEQELRRBELNLE
M o WANBERATAHIRAES -

TRBEHESXNOHE  UREREABBEAN
BENAEABEFFHLREEE I THRFEE
FRELEBIA A fEME -

Consideration RMB’000
AHEE ARBTRT
At 29 February 2016 ZZ-REZAZTAIH

— Cash -84 191,910

— Unpaid business acquisition consideration (Note 24) — KRR (FE24) 55,440
Total consideration BEE 247,350
Fair value of profit guarantee arrangement at 29 February 2016~ —E—NF - B -+ B EERAZTH AL BE (16,707)

230,643
Recognised amounts of identifiable assets acquired and FIHRHBEESENMRBEARHRIHE

liabilities assumed
Cash and cash equivalents ReRBEEED 16,026
Available-for-sale financial assets AHNESREE 12,000
Property, plant and equipment (Note 7) TEE - TR (HET7) 638
Computer software for own use (included in intangible assets) (Note 8) & FEE S & (FIEEFBE) (KHiEk8) 13223
Trademarks, licenses and copyrights (included in intangible assets) 12 k(T E1ERE (BIEEREE) (Hi:8)

(Note 8) 33,475
Contractual customer relationship (included in intangible assets) (Note 8)& A& F IR (5| &7 ) (Mi3T8) 26,149
Trade and other receivables JE M BR 30 % LA FE UK 12,045
Trade and other payables FETBR TR R E A B3R (13,924)
Deferred tax liabilities (Note 23) EIEFBH AR (F323) (14,462)
Total identifiable net assets AR FEELS 85,170
Non-controlling interest ERugle £y (35,772)
Goodwill (Note 8) BEIGED) 181,245

230,643
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37

38

Business combinations (continued)

The fair value of profit guarantee arrangement 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.

The fair value of the acquired identifiable intangible assets of
RMB72,847,000 (including trademarks, licences and contractual
customer relationship) is provisional pending receipt of the final
valuations for those assets.

Operating lease Commitments — Group as lessee and
lessor

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

37

38

EBSH (8)
EBEAFERENAABEER T —RF-A=tI
AREE- HEREAZS—X F —T—+tF =
T-N\FRENERBRAERENFAE  —T—X
F+ZA=+—H EQnBEEI-Z—"F-A
ZHNAHMARBE -

BATHRENEENAABEARET847,0007T

(BEBER #HUERAREFEAER) RETEE EF
BRSRENRERME -

EEHARE - SKESKBEANHAA

() ARERETTHBEIBTELREMHAARR
Xtz REBEMREROT :

2016 2015

—Z-RE¥ —E-hF

RMB’000 RMB’000

AR®TT ARETT

Not later than one year THEB—F 26,395 14,317
Later than one year and not later than five years BR—FEATEARF 21,275 10,698
53,670 25,015

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

b) AREREIUHEIEFTEEHEMRAR
Wz RIEEERFTEREINT

follows:
2016 2015
—E-RE —E-RE
RMB’000 RMB'000
AR%®TT AREF T
Not later than one year THR—F 55,071 64,597
Later than one year and not later than five years BR—FATEARF 35,681 77,293
90,752 141,890
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39 Related parties transactions 39

The Group is controlled by Mr. Xu Shao Chun, who owns 26.89% of the
Company’s shares. The remaining 73.11% 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

REHXH
ARERGFIFEEERH HEEAKEL89%H K
1 ABBNRARBEZES - ARENRKEHA

(a) EHEREFHFXHLEA

BECZ-RET-A=+t—-RB BRTAHHH
BREZBIRNRH (M) REERER

financial statements, the Group had transactions with related EEEME (M) 5 AEBHOBER S
parties for the year ended 31 December 2016 as follows: FIRET
2016 2015
—Z—RE —E-AfF
RMB’000 RMB'000
AR®TT ARET T
Sales of goods EmiEE
- Associates — B 9,128 13,039
— Companies controlled by the ultimate — RIS A RIS A £ 28
controlling party 2,345 -
11,473 13,039
Sales of services PR iHE
- Associates - e 9,389 S
Rental income i ON
— Associates — B 1,143 -
— Companies controlled by the ultimate — FARAIE R AFTIE B M0 = B8
controlling party 3,249 1,230
4,392 1,230

Goods are sold based on the price lists in force and terms that
would be available to third parties. Rental rates are in line with
prevailing market rates.
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39 Related parties transactions (continued)

(b)

(c)

39 REFXS (W)

Purchases of goods and services (b)) HRRERERE
2016 2015
—Z—RE —T-hF
RMB’000 RMB'000
AR¥TT AREFTT
Purchases of goods EmEE
— Associates — B 10,288 -
— Companies controlled by the ultimate — SR AT S ey a2
controlling party 1,905 =
12,193 S
Purchases of services REEE
— Associates — B 3,520 -
— Companies controlled by the ultimate — AT ARTEHIF £ 58
controlling party 567 -
4,087 =

Goods and services are bought from associates and companies
controlled by the ultimate controlling party which are carried out
on terms agreed with the counter parties in the ordinary course of

BRI A S A BRI S 77 P
B IRERBBRTHT

business.
Balances with related parties (c) HREFXHEEMERER
2016 2015
—E2—RE —Z-hF
RMB’000 RMB'000
AR®TR ARET T
Year-end balances arising from sales of goods HEEENTRES
— Associates (Note 24) . YNGR 374 333
Year-end balances arising from purchases of
goods and services HEEEMARIESE £ FRER
— Associates —BENT 2,594 -
Receivables from related parties (Note 12) fEs B E A FOR (fT3E12)
- Associates . =VNG 419 -
~ Companies controlled by the ultimate — FARAIE R AFTIEHI M) £ B8
controlling party 4,527 1,408
4,946 1,408

ZE-AFFR
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39 Related parties transactions (continued)
(d) Key management compensation

39

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

management for employee services is shown below.

WEAXS (&)

(d)

RBERARHS
MREEABBRELAES ARARERETE
ENREBENERE - MARERAEZR
fEREERBHENIERMEMT :

2016 2015
—Z-RE¥ 0%
RMB’000 RMB'000
AR®TT ARET T
Salaries and other short-term employee benefits HehEMEBHESRER 13,801 10,829
Share-based payments PARR 13 R AR Y S A+ 14,371 9,265
28,178 16,094
(e) Loans to related parties (e) WFREFHER
2016 2015
—Z-RE¥ 0%
RMB’000 RMB’000
AR®TT ARET T
Loans to companies controlled by the ultimate BT RISES AT GIA ERER
controlling party
At 1 January »—A—H - -
Loans advanced during year FRBHNER 104,979 -
Interest charged N 2,668 -
At 31 December ®+=-B=+—H 107,647 -
Loans to an associate BTYBELEER
At 1 January »—HA—H - -
Loans advanced during year FRREHHER 61,678 =
Interest charged B 1,238 -
Share of losses of an associate in excess of s > R BEEEE
the investment cost (8,066) =
At 31 December ®»+=-A=+—-H 54,850 -

The loans to related parties, recognised on disposal of subsidiaries
as disclosed in Note 32, carried interest at 5.0% (2015: nil). 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 company controlled by ultimate shareholder were required
to be repaid on 31 December 2018. The fair values and the
effective interest rates of loans to related parties are disclosed in

Note 12.
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40 Statement of financial position and reserve movement 40 FAFHHEKAXREHESH
of the Company

As at 31 December

®B+-A=+—H
Note 2016 2015
i3 —Z—RE —E-hF
RMB’000 RMB’000
AR®TT ARBETT
Assets BE
Non-current assets FREBEE
Interests in subsidiaries HFRAIMKE 1,865,255 1,766,601
Current assets mEEE
Other receivables E IR 29,377 27,258
Available-for-sale financial assets AHPEESRHEE - 165,085
Cash and cash equivalents ReMREHEY 102,139 195,754
131,516 388,097
Total assets HaE 1,996,771 2,154,698
Equity and Liabilities ERRAR
Equity attributable to owners of the Company BERFLTHEEBEEA
Share capital PR 72,552 71,972
Share premium B E 1,765,324 1,682,784
Reserves &S (a) (154,794) (47 856)
Retained earnings Bl (a) 56,561 63,718
Total equity HER 1,739,643 1,770,618
Liabilities &
Non-current liahilities FRBDAR
Amounts due to subsidiaries FERf TN A) 256,722 384,001
Current liabilities bid =R
Other payables Hip et 406 79
Total liabilities HARE 257,128 384,080
Total equity and liabilities BESMAR 1,996,771 2,154,698
The statement of financial position of the Company was approved by the IRDBMABRAREBEZER_T—+45=R
Broad of Directors on 15 March 2017 and was signed on its behalf. +HEHE  YREBESERE
Xu Shaochun Lin Bo
#OE iR
Director Director
2% EZ
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40 Statement of financial position and reserve movement
of the Company (continued)

Note:
(@)

162 Kingdee International Software Group Company Limited

Reserve movement of the Company

40

EATMMEBERARREREE (§)

PeE -
(@) ARRREEY

Retained
earnings Reserves
gEka 1]
RMB'000 RMB'000
AREFTT AR®ETT
At 1 January 2015 —Z-5¥—A—H 82,142 (19,047)
Profit for the year FEFE 11,576 =
Dividends relating to 2014 BT —MEHRF (30,000 -
Shares purchased for share award plan BEHREEEENRE = (24,832)
Other comprehensive income Hipir e - (3.977)
At 31 December 2015 —Z2-5¥+-A=+—-H 63,718 (47,856)
At 1 January 2016 —E—x%—HF—H 63,718 (47,856)
Loss for the year FEEX (7,157) -
Shares purchased for share award plan Bl ERTEBENRE = (110,915)
Other comprehensive income Hipvsr e = 3,977
At 31 December 2016 —E-R"E+ZA=+—H 56,561 (154,794)
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41

Bfeipefits and interests of directors and chief executive 41 EERTREZHISNES
officer
The remuneration of every director and the chief executive is set out BUBERITRERNFHOT -
below:
For the year ended 31 December 2016: BE_ZT—A"F+-A=+—HLFE:
Employer's
Allowances contribution
Discretionary  and benefits  to a retirement
Name 4 Fees Salaries bonuses  inkind (a) benefit scheme Total
Ritigdley il 3t )
A%  HEMEE
e e BEge {EfE(a) % it
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AB®TR AER®TT AR%TR AE®TRT  AERTRT AR%TR
Chaiman E
Mr. Xu Shao Chun HROERE 150 1,810 928 4,873 49 7,810
Executive directors HITEE
M. Lin Bo () (i) AR () () 150 694 476 978 i 2,338
Mr. Chen Deng Kun (2 (i) BBk A (o) (i) 150 946 268 301 49 1,734
Mr. Yang Jian (a) (iv) RS AE() (v) - 224 - 459 15 698
Non-executive directors HHTEE
Ms. Dong Ming Zhu b 150 - - 116 - 266
Mr. Chen Zhang (a) (v) REFE() () 150 - - - - 150
Independent non-exscutive directors BUHHTEE
Mr. Gary Clark Biddle Gary Clark Biddlest 200 = = 119 - 319
Mr. Wu Cheng RELE 150 - - 116 - 266
Mr. Liu Chia-Yung AxERE 150 - - 115 - 265
For the year ended 31 December 2015 BE-T-RE+-A=+-HIEE:
Employer's
Allowances and  contribution to
Discretionary benefitsin -~ a retirement
Name iz Fees Salaries honuses kind (a)  benefit scheme Total
HttfeRle  RCER
\ i hgt stEl i
ika e Bk Bfan B &zt
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETFT ARETR ARETT ARETT ARETR ARETR
Chaiman E
Mr. Xu Shao Chun GOERE 150 1,768 437 2,593 43 5011
Executive directors HiTEZE
Mr. Chen Deng Kun BB LA 150 1,008 9 253 43 1553
Mr. Yang Jian BREE 150 672 178 560 i) 1,603
Non-executive directors FHTEE
Ms. Dong Ming Zhu ERGLL 150 - - 127 - a7
Mr. Chen Zhang REAE 150 - - - - 150
Inciependent non-gxecutive directors BUFHTEE
Mr. Gary Clark Biddle Gary Clark Biddle 7t & 200 - - 140 - 340
Mr. Wu Cheng RETE 150 - - 135 - 285
Mr. Liu Chia-Yung AFRERE 150 = = 114 = 264
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41 Benefits and interests of directors and chief executive
officer (continued)

(a)

164 Kingdee International Software Group Company Limited

Directors’ emoluments

(i) Includes share option and share award plan, estimated
monetary value was based on the annual charge of the
share-based payment in accordance with IFRS2.

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

(iii) ~ Mr. Chen Deng Kun resigned as an executive director of the
Company from 17 August 2016.

(iv)  Mr. Yang Jian resigned as an executive director of the
Company from 16 March 2016.

(v)  Mr. Chen Zhang was appointed as a non-executive director
of the Company on 26 May 2015.

Directors’ termination benefits

None of the directors received or will receive any termination
benefits for the year ended 31 December 2016 and 2015.

Consideration provided to third parties for making available
directors’ services

For the year ended 31 December 2016 and 2015, 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 2016 and 2015, there is no loans, quasi-loans
and other dealing arrangements in favour of directors, controlled
bodies corporate by and connected entities with such directors.
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