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Mr. Zhang Peilin has retired as a Supervisor due to other work arrangements. The extraordinary general
meeting of the Company approved the appointment of Mr. Xu Zhoujin as a Supervisor of the Company
on 8 September 2020 to replace Mr. Zhang Peilin. For details, please refer to the announcements of the
Company dated 4 August 2020 and 8 September 2020, and the circular of the Company dated 13 August

Mr. Cai Jingsheng has retired as an employee representative Supervisor due to other work arrangements.
Upon the election by the Company’s Employees Representative Meeting, Ms. Xia Yuhan has replaced
Mr. Cai Jingsheng as an employee representative Supervisor of the Company since 8 September 2020.

For details, please refer to the announcement of the Company dated 4 August 2020.
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CORPORATE PROFILE

As a subsidiary of Yonyou Network Technology Co., Ltd. (AR B AR A7), the Company was
established in March 2010 and was listed on the Main Board of the Hong Kong Stock Exchange on 26
June 2014 (Stock code: 1588). Taking “facilitating MSEs’ development in operation and management
through creativity and technology” as its mission, striving for the vision of becoming “a worldwide leading
provider of cloud services and software for MSEs” and “a platform for partners and employees enjoying
work, making achievements and sharing success”, the Company is committed to providing platform
services, application services, data-based value-added services for MSEs in the PRC, with a focus on
financial and management services.

The Company is a member of the China Software Industry Association and a member of the Beijing
Software and Information Service Industry Association. It has been regarded as the “Key Software
Enterprises under the National Planning Layout (BIZiREIFBAE BB 2£)” as well as “High and New
Technology Enterprises (& #T#1li{>%)” for consecutive years. The Company was awarded as “2019 Best
Potential Partner” of Tencent cloud’s Thousand Sail Plan (F#l3t£l); the Company also won the award
of “First Place in User Satisfaction in MSEs Cloud Financial Market (M ¥ ZSH K HISHAEREEFE—)
at the 2020 China IT Users Satisfaction Conference hosted by CCW Research and guided by the State
Development and Research Centre for Industry Information Security (R T¥#12 8% 2 RITHLY); the
Company was honored with the award of “2020 Most Influential Chinese Brand in SaaS Cloud Service
for MSEs (2020F [E Bl Ml 1 ¥ SaaSERB & EF L mhE)” at the 2020 International Sci-Tech Innovation
Festival and Global Digital Conference; Chanjet Good Business was awarded the title of “2020 Chinese
Innovative and Leading SaaS Cloud Purchase-Sale-Stock Product for MSEs (20207 Bl/)\M#i (b ¥ SaaSEit
THTFRIFTZEEE M) in the evaluation of Chinese excellent SaaS enterprises and products in 2020 jointly
launched by China Software Industry Association, SOFT6.COM, and Hapi Research; and in accordance
with 2021 Cloud Financial and Tax Service Market Tracking and Deep Insights in China ({2021 BZ 8}
PR TSR UL EERERE) ) issued by Analysys, the overall comprehensive competitiveness evaluation
of Chanjet ranked the first in terms of the cloud financial and tax service market of MSEs. From the
perspective of cloud financial and tax paying users of MSEs, Chanjet’s market share maintained the first
in the cloud financial and tax service market of MSEs.
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CORPORATE STRUCTURE

As at 31 December 2020

-

o Compap,
(PRC)

J/ 100% ¢ 100%

Note: Given that Chanjet U.S. mainly engages in the research and development of the infrastructure for the cloud
platform of Chanjet in Silicon Valley in the U.S., the development of the platform has been completed and
it has no specific business plan from 2018 to 2020, the Board resolved to deregister Chanjet U.S. on 25
September 2018. However, in view of the Company’s recent consideration of the future development plan,
the Board has approved to terminate the deregistration of Chanjet U.S. on 27 March 2020.

Chanjet Information Technology Company Limited ()
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SUMMARY OF FINANCIAL INFORMATION

For the year ended 31 December

2020 2019 2018 2017 2016

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Revenue 509,418 463,402 428,941 498,595 430,784

Gross profit 425,984 420,243 398,942 426,843 359,021

Profit/(Loss) before tax 23,619 90,861 110,208 242777 (136,903)

Profit/(Loss) for the year 33,392 92,418 106,812 222,837 (129,207)
In which: Profit/(Loss) attributable to

owners of the parent 33,392 92,418 106,812 224,913 (122,610)

Basic earnings/(loss) per share
(RMB cents/share)"ore 15.5 43.2 51.0 109.5 (60.8)
As at 31 December

2020 2019 2018 2017 2016

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Total assets 1,610,023 1,597,448 1,510,333 1,277,332 1,325,310

Total liabilities 343,922 278,560 200,098 126,316 412,556

Total equity 1,266,101 1,318,888 1,310,235 1,151, 016 912,754
In which: Equity attributable to owners

of the parent 1,266,101 1,318,888 1,310,235 1,151, 016 882,829

Net assets per share (RMB/share)Vo 5.9 6.2 6.3 5.6 4.5

Note: Basic earnings/(loss) per share and net assets per share were based on weighted average share capital

during the Reporting Period.
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CHAIRMAN’S STATEMENT

Wang Wenjing

Chairman

Dear honorable Shareholders,

On behalf of the Board, | hereby present the Shareholders with the 2020 annual report of the Group
and report the 2020 results and the 2021 development plan of the Group for the Shareholders’ perusal.

In 2020, the Group focused on the financial and management services for MSEs, and recorded a
revenue of RMB509.42 million, of which the revenue from cloud service business accounted for 47%.
The accumulated paying enterprise users of cloud service business reached 217,000. The Group has
achieved worthwhile results in transformation to cloud service business.

During the Reporting Period, at the product level, the Group leveraged on new policies, new technologies,
new markets, and new demands to swiftly carry out product innovation based on market hot spots. It also
upgraded products based on three directions, including new fiscal and taxation policies, new commerce,
and new retail. All of this enabled the Group to enlarge customer base, extend product field, and enrich
product line. In terms of finance and taxation, based on the hot spot of invoice electronification, the Group
has firstly launched an application which integrates functions of invoice, finance, taxation, banking and

Chanjet Information Technology Company Limited
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CHAIRMAN’S STATEMENT (CONTINUED)

archives. Through frequent and widely-covered training on fiscal and taxation policies, market activities,
and online live broadcasts, the Group renewed the perception of customers so as to drive sales generated
from new customers and upgrade existing customers. By doing so, it conducted extensive cooperation
with ecological partners such as banks, tax dealers, training institutions of finance and taxation. In terms
of new commerce, in response to the demands of customers for online business and digital intelligent
operation resulting from the Epidemic, the Group focused on customers’ pain points and their strong
demands for business transformation to drive the market, and effectively promoted the expansion of sales
in new areas such as online ordering, warehousing and logistics, and partner management. In terms of
new retail, the Group launched an online and offline integrated retail model, which extended offline store
management to an integrated operation model covering traditional e-commerce, video e-commerce and
private domain shopping malls. New retail not only helped the Group expand its customer base such as
retail clients from lightweight and convenience, category franchise, and brand franchise, but also provide
a strong product foundation for the large number of commercial customers that it had accumulated
previously to develop retail business. The Group arranged the long-term development of its products,
with focus on improving the openness and scale capability of the cloud technology platform. All lines
of products were aggregated on a unified platform. On the basis of the unified platform, products at
different levels and in different fields were continuously improved, and the capability of integrating and
being integrated in an ecological way were enhanced to improve the customer satisfaction.

During the Reporting Period, the Group continued to promote the diversified channel arrangements at
the marketing level. The number of channel partners increased from nearly 1,500 to more than 2,000.
With the increasing demand of customers for SaaS applications, the willingness of channel partners from
traditional software business to run cloud service business has enhanced dramatically, and more than
80% of traditional channel partners have transformed to carry out the sales and value-added services of
cloud service products. The Group has jointly conducted with its partners series of new marketing activities
across the country, including more than 2,800 live broadcast promotion and training empowerment, as a
way to connect and acquire customers through multiple channels such as online stores on e-commerce
platforms, customer live broadcasts, online training, short videos and official account marketing. The
Group further strengthened its external ecological cooperation by continuously working with ecological
partners such as manufacturers on Internet platform, telecom operators and banks to achieve product
co-creation and business operation. In this way, the Group has further enhanced its advantages in the
diversified channel layout of SaaS service in the MSEs market.

8 2020 Annual Report



CHAIRMAN’S STATEMENT (CONTINUED)

During the Reporting Period, the revenue of the Group was RMB509.42 million, representing a year-on-
year increase of 10%. The revenue from cloud service business was RMB239.18 million, representing a
year-on-year increase of 64%, and its proportion of the Group’s revenue increased to 47%. The profit
attributable to the owners of the parent was RMB33.39 million, representing a year-on-year decrease of
64%, mainly due to an increase of RMB23.06 million in research and development (“R&D”) investment,
and the provision for impairment of RMB30.39 million in respect of the Group’s unsecured principal and
interests in Baoshang Bank which shall participate in subsequent compensation claim in accordance
with the laws. The basic earnings per share of the Group for the year was RMBO0.155, representing a
year-on-year decrease of 64%.

PROSPECTS

In 2021, the Group will seize the opportunity of rapid growth in the demand for online business of MSEs,
as well as the favorable market opportunity from the invoice electronification and the implementation
of the “Golden Tax Phase IV (£FiFUHA)” policy, and rely on the favorable foundation of cloud service
business to speed up our development in a strategic way. Efforts will be made to enhance products,
occupy the market, and improve capabilities. In the next three years, we will strive to maintain a sustained
high growth in the revenue from cloud service business, achieve the goal of increasing the proportion
of revenue from cloud service business to over 90%, and take the leading position in the MSEs cloud
service market.

The Group will continue to grasp the opportunities from industry development brought by invoice
electronification and electronic archives to accelerate product innovation. With Chanjet Good Accountant,
Easy Accounting Agent, Chanjet Reimbursement (/N5 % #8) and other digital intelligent finance and taxation
products, we will utilize artificial intelligence technologies to widely expand the ecological connection and
cooperation among industry and commerce, invoice, taxation, banks, and consumer platforms, further
promote the intelligent finance and taxation, and consolidate its leading position in the field of digital
intelligent finance and taxation for MSEs. For Chanjet Good Business, we will deepen the strategy of
full mobility, integration of software and hardware and industrialization to scale up sales and delivery.
Meanwhile, the Group will continuously improve front-end marketing services and expand the customer
base in professional market in low-end commerce and trade on a large scale. Chanjet Intelligent+ and
T+*Cloud will consolidate the product foundation of new commerce, improve product functions in the new
retail field, and realize large-scale customer operations.

Chanjet Information Technology Company Limited
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CHAIRMAN’S STATEMENT (CONTINUED)

The Group will take customer success as the principle, with focus on the digital intelligent operation and
online business of customers, to accelerate the cloud-based transformation and cloud migration of existing
customers and deeply connect with customers. It will further explore new online operating models, and
strengthen the ecological integration and connection of the industry to speed up the cloud adoption
by new customers. The Group will establish a value-added service system for customers to help them
expand business development channels, pool upstream and downstream business resources, provide
training on new management, production and marketing required for the digital intelligent transformation
of MSEs. It will also provide finance and taxation practitioners with interpretations of hot spots, practice
training and other services. Actions will be taken to continuously upgrade the customer operating system,
develop intelligent services and community connections to promote customer success. The Group will
focus on the professional market of the industry, cooperate with partners to build “thousand stores in a
hundred cities”, and provide customers with an integrated application solution of SaaS tools + operation
services. The Group will continue to invest resources in cloud service business, and help MSEs running
their business online by making every effort to accelerate the development of cloud service business
as a way to achieve customer success, win-win cooperation with partners and employee development.

The Group will focus on its core business and accelerate strategic investment, mergers and acquisitions;
orderly promote the issuance of A shares on exchanges in Mainland China to further enhance its influence
in the Chinese market.

The Group will continue to deepen the practice of its corporate culture to promote business development.
Measures will be taken to strengthen the sense of customer value and win-win cooperation with partners.
Meanwhile, the Group will further empower leaders and employees through upgrading the talent system
and providing training by level, category and post so as to build a learning organization and strengthen
the concept of professional development. Efforts will be intensified to introduce and train key core
talents, improve business innovation capabilities continuously, and promote the healthy development of
the Group in the long run.

On behalf of the Board, | sincerely express my gratitude to all Shareholders and investors for their
support, and my appreciation to the management and all employees of the Company for their dedicated
efforts to the Group.

Wang Wenjing

Chairman
26 March 2021
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW
Development Trend of the Industry

During the Reporting Period, the operations of MSEs were impacted by the Epidemic. The PRC government
provided many policy preferences and support for MSEs, including various reduction and exemption
measures for income tax, value-added tax and social insurance, as well as supporting policies on
financial loans, which played a positive role in helping MSEs to rapidly recover production. Concurrently,
the Epidemic also promoted cloud adoption by MSEs to carry out business and management. Financial
software further transformed to an online invoice, finance and taxation processing mode in the form of
SaaS. Online business operation became a hot spot for MSEs owners.

During the Reporting Period, many local government departments in China introduced subsidy policies
to encourage MSEs to adopt cloud technology, and it was a general trend for MSEs to run their business
online and conduct digital intelligent operation. China’s series of policies and measures regarding the
reform of invoice electronification and tax payment facilitation have laid the foundation for the development
of digital intelligent finance and taxation in terms of the external environment. The Announcement on
Issues Concerning the Implementation of Value-Added Tax Invoice Electronification for New Taxpayers
(KEEREFIFARATRETIZERERABREEHLEBSEENLE)) issued by the State Administration of
Taxation is conducive to the further popularization of financial accounting electronification of enterprises
and will also help enterprises to better carry out financial analysis, strengthen the management of funds
and supply chain, and help enterprises improve business decision-making. The Notice on Standardizing
the Reimbursement, Accounting and Filing of Electronic Accounting Vouchers (B R 8 E T & 5185 R
THABRERIE /AN ) jointly formulated and issued by the Ministry of Finance and the National Archives
Administration regulates the accounting, reimbursement, and filing of electronic accounting vouchers.
The State Administration of Taxation and other 13 departments have jointly issued the Notice on Several
Measures to Promote the Reform of Facilitating Tax Payments and Optimizing the Taxation Business
Environment ({EEREEMRAEEFIMLLEB BB ERIRIRH THIENBA)) to steadily promote the
reform of invoice electronification, accelerate tax processing, increase efficiency, and reduce burdens.
The above-mentioned policies are conducive to increasing the demand of MSEs for integrated digital
intelligent finance and taxation SaaS products, accelerating the cloud adoption by MSEs, and providing
key assistance to rapidly replace traditional financial software by digital intelligent finance and taxation
SaaS products.

According to statistics from the National Bureau of Statistics, in 2020, 25.02 million of new market
entities were established nationwide, and there were over 140 million market entities of different types
with an average of 22,000 new enterprises established daily, which provides the Group with a broad
market development space.

The above-mentioned industry development trends have played a positive role in further promoting the
rapid development of the cloud service business of the Group in a sustained way.

Chanjet Information Technology Company Limited
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Major Risks and Uncertainties

In respect of industry competition, while the Epidemic has increasingly promoted the market of enterprise
cloud service, the market competition has become more intense. The Group will leverage on its in-
depth understanding of MSEs cloud service and the leading foundation of its SaaS products, through
benchmarking foreign advanced finance and taxation SaaS companies, to continuously deepen the
development of digital intelligent finance and taxation products and business innovation, continuously
improve the product system in the fields of new retail and new commerce, and strengthen the development
of diversified channels as a way to actively respond to industry challenges.

In respect of human resources, the competition for mid-to-high-end R&D and online operation professionals
for MSEs cloud services was further intensified, and personnel costs continued to increase. The Group
will continue to introduce outstanding talents in the cloud service business, and through enhancing
employer brand and culture building, implement long-term incentive measures such as the Employee
Share Ownership Scheme and the Long-term Incentive Bonus Scheme to attract external talents and
retain internal talents.

Principal Business and Operating Conditions
1. Development of cloud service business

During the Reporting Period, the Group devoted more resources to advance the development of
cloud service business, continued to innovate products application and operate customers in an
ecological way. During the Reporting Period, the Group’s cloud service business added 60,000
paying enterprise users, representing a year-on-year increase of 35%; as at the end of the Reporting
Period, the accumulated paying enterprise users reached 217,000.

During the Reporting Period, the number of channel partners of the Group increased from nearly
1,500 to more than 2,000, the Group is committed to transform to cloud service business with its
channel partners, and more than 80% of traditional channel partners have transformed to carry
out the sales and value-added services of cloud service products. The Group joined hands with
its channel partners in initiating live streaming activities such as “Ten Years - Cloud Series” Live
Streaming Event ([+4e=#E | X7 H#EEEH) and marketing events such as “Settlement and Payment
of Enterprise Income Tax ({(®EFTSRIEEER)”, “520 | Love MSEs (520FE/Mi{b )", “Clouds in
the Cities (EBIE M), “13th Accounting Cultural Festival”. In terms of ToB, the Group carried out live
streaming sales, adopted live streaming to conduct various operational activities, and established
purchase link between products and customers by virtue of Internet live streaming, thus initiating a
new online marketing model in the light of enterprise services. A total of 11 livestreams were made,
during which, the customers’ direct online purchase order amount was more than RMB15 million.
The maximum number of viewers on a single stream for corporate services exceeded 270,000,
and the highest record of transaction amount in a single livestream broke through RMB4.00 million,
greatly enriching the online operation means and effectively boosting product sales.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

During the Reporting Period, the Group established a new marketing model via the mobile Internet
new media platform in a proactive manner. On the one hand, it continuously expanded the content
dissemination volume of Chanjet WeChat official account marketing matrix and strengthened the
brand dissemination; on the other hand, it actively sought the self-media platform and seized the
opportunity changing content consumption from graphic era to video era, and laid out the short
video dissemination matrix of Chanjet cloud service in WeChat Channels, TikTok, Kuaishou, etc.
to realize multi-channel online marketing. Operation plans were formulated based on customer
scenarios, customer needs and product highlights, and view counts of short videos exceeded one
million times. Also, the Group conducted joint operations with over 300 channel partners to enhance
the online operation capabilities of partners; QR code, which is convenient for customers for online
purchase, was adopted in offline activities. Business opportunities of customers were integrated
with the transformation of online sales, which improved the conversion rate of payment. Catering to
the changes in user consumption in the new retail market and the business development needs of
MSEs, the Group launched a thousand live streaming support plan for MSEs, helping customers to
build a new online live-streaming marketing model and to invigorate customer business upgrading.

(1) Chanjet Good Accountant

Chanjet Good Accountant, launched by the Group in 2016, is a new type of intelligent financial
and taxation SaaS product targeting the integration of invoices, finance and taxes. It has
the characteristics of automatic invoice collection, intelligent bill identification, intelligent
bookkeeping, intelligent checkout, tax form generation and one-click declaration, which
has a leading position in industry application and technology development.

During the Reporting Period, a series of policies related to electronic invoices were announced,
which greatly promoted the large-scale development of this product. According to the policies,
the whole process of electronic invoicing, receipt, inspection, reimbursement, accounting,
statements, reporting, filing shall be online and automated, and the interconnection of
government, enterprise and personal data shall be realized. It not only helps accountants
to effectively apply policy compliance, but also improves the internal and external synergy
efficiency of MSEs finance for suppliers, customers and employees. Chanjet Good Accountant
has built five open docking modes including invoice, tax declaration, voucher, banks and
consumption platforms, swiftly cooperating with invoice merchants, tax merchants, industry
SaaS service providers, banks and consumption platforms, which not only enhanced the
overall competitiveness of products, but also further intensified the occupation and inflow
of ecological cooperation.

Chanjet Information Technology Company Limited 13
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

@)

During the Reporting Period, regarding its operational strategy, the Group reinforced external
ecological cooperation for ecological integrating and to be integrated with Internet platform
manufacturers, telecom operators, tax service providers and banks, to realize product co-
creation. The Group actively cooperated with financial and taxation industry communities,
training institutions and financial and taxation service providers, and accelerated market
coverage and penetration. Combining the advantages of its products, the courses of Chanjet
reimbursement, Chanjet invoice holder, Chanjet tax inquiry and live finance and taxation
were launched in a timely manner, thereby helping accounting practitioners to improve
ability and work efficiency, getting close to customer application scenarios and enhancing
customer loyalty.

T*Cloud

T+Cloud, with a deep product and customer base in the financial and supply chain fields,
is a SaaS product integrating “Personnel, Finance, Commodity and Customer” launched
by the Group for MSEs in trade and industry.

During the Reporting Period, considering the changes in policies, technologies, markets
and customer needs, T*Cloud launched new upgraded products on the basis of new fiscal
and taxation policies, new commerce and new retail. In finance and taxation, the whole
online financial application integrating business, invoice, finance, tax and archives was
launched by combining with the electronic invoice. In terms of new commerce, according
to customers’ demand for online business and intelligent and precise operation, the Group
launched online business operation functions such as online ordering, live-streaming sale,
precise operation of customers and so on, and improved the efficiency of back-end supply
chain via ecological cooperation between warehousing and logistics. In the light of new retail,
the Group launched an online and offline integrated retail model. Traditional retailers could
realize online connection, promotion reach, multi-faceted transformation and continuous
operation of the members through T*Cloud, which helps businesses expand from offline
store management to integrated operation mode including traditional e-commerce, video
e-commerce and private domain mall. The extension of new commerce and new retail to front-
end marketing has activated T*Cloud products, and provided online and offline integration,
front-end and back-end integration operation management mode for traditional enterprises
to realize online operation, which poses a product competitive advantage compared with
the single mode of online or offline management.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

3)

During the Reporting Period, under the current complex economic environment and the
increasingly refined management of MSEs, T*Cloud implemented a digital intelligent business
model from “Personnel, Finance, Commodity and Customer”. “Personnel”: achieving
refined internal accounting and fully initiating the internal potential of MSEs via the partner
management function; “Finance”: helping enterprises to improve their operations and
enhance their profitability via multi-dimensional profit analysis of enterprise sub-departments,
commodity categories and customer; “Commodity”: optimizing the business strategy of
commodities exchange, distribution, elimination and promotion via the refined analysis of
commodities; “Customer”: effectively realizing the corresponding strategies of valuable
customer management, customer repurchase and growth, and retain lost customer via
customer stratification and one-to-one intelligent management.

Chanjet Good Business

Chanjet Good Business is an integrated SaaS product, which targets micro commercial
enterprises finding business, doing business and managing business.

During the Reporting Period, Chanjet Good Business actively expanded its online operation
capability in response to the demands of micro commercial customers for online business
brought by the Epidemic. For wholesale enterprises, the Group launched Good Business
Wang Pu Version (iF4 E8ESHRR). Good Business Wang Pu Version has its unique product
advantages on quick set up of online stores, remote customer operation, customer self-service
ordering, promotion ordering and integrated management of back-end purchase-sale-stock,
so as to help MSEs to do business online in a “contactless” manner and reduce the adverse
effects brought by the Epidemic. To satisfy customers’ desire to find business through
platform e-commerce, video e-commerce and micro-partner mode, the Group launched
Good Business Micro-mall Version (& 4 Z M EHAR) and Good Business E-commerce Version
FFHEEERMR) to provide online marketing services for traditional enterprises to transform
into online development partners, conduct disintegration of distribution and community
group purchase, and help traditional enterprises realize online sales through e-commerce
platforms such as Taobao, JD.com, TikTok and Kuaishou.

During the Reporting Period, Chanjet Good Business launched a software and hardware
integrated product Kaidanbao (F88) and PDA billing management integrated machine for
the low-end market, which made customers can quickly familiarize with the operation without
initialization, reduced the sales difficulty and accelerated the large-scale development of
customers. Meantime, it provides a fast delivery mode of intelligent “data moving (BE %

%)”, promoting the traditional software products customers to use SaaS products.

Chanjet Information Technology Company Limited
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

(4)

)

During the Reporting Period, Chanjet Good Business, under the basic principle of facilitating
“customer success”, enables its partners with operational service capability and customers
with online operation capability in an all-around way. While community marketing and live-
streaming sales, supported by Good Business Wang Pu and Micro-mall, effectively help
MSEs build and operate exclusive customer pools, realize continuous customer acquisition
and transformation, and accelerate the digital intelligent upgrading of MSEs.

Chanjet Intelligent+

During the Reporting Period, the Group launched Chanjet Intelligent+, a data-driven and
marketing-based business-and-financial-integrated intelligent cloud service new product.
Taking MSEs in commerce and trade circulation as the main target customers, Intelligent+
is focused on the operation of customers and through online intelligent marketing and
business-and-financial-integrated intelligent management, it enables MSEs to realise
“precision marketing, fast trading and clear finance”. Intelligent+ can help MSEs strengthen
their customer acquisition capacity, enhance the repeat purchase rate, reduce staff costs
and improve management efficiency.

Chanjet Easy Accounting Agent

During the Reporting Period, Chanjet Easy Accounting Agent launched version V4.0 in an all-
round way, which is characterized by ecologicalization, intellectualization, professionalization
and individualization. Among which, ecologicalization is mainly to develop synergy with
industry and commerce, banks, tax merchants and Internet platforms; intellectualization is
mainly to upgrade the automation degree of intelligent bills, intelligent bookkeeping, intelligent
taxation and intelligent archive printing; professionalization is mainly to build a fiscal and
taxation risk control system and a whole process monitoring system for account service
under the relevant requirements of national big data risk control; and individualization is mainly
to enhance the layered management of customers. The launch of this version is conducive
to further promoting the intelligent development of the account agency service industry.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

2. Development of software business

During the Reporting Period, in order to realize our business strategy of developing software
business with efficiency, the Group integrated traditional software with digital intelligent cloud
service capability, to help traditional software customers obtain the habit of using cloud service, and
facilitate the cloud integration and usage. The “cloud plus terminal” service of software products
helps traditional software customers to realize the expansion of software application scope in data
security, remote collaboration and other fields, improves internal collaboration efficiency and data
security, promotes the transformation of digital intelligent operation and management of software
customers.

As at the end of the Reporting Period, the accumulated enterprise users of software business of
the Group exceeded 1.71 million.

3. Development of brand and market

During the Reporting Period, Chanjet Good Accountant in cloud finance and T*Cloud in cloud ERP
market both ranked first in terms of market coverage rate according to 2020 Special Analysis on
Cloud Services Market for MSEs in China ({FEI/N Nt EZERBMIHE-HHT2020)) released by
Analysys (BER). Also, Chanjet ranked first in the comprehensive strength of cloud service providers
which were transformed from traditional financial software.

During the Reporting Period, the Company was honored as “No. 1 for Customer Satisfaction
in Cloud Finance Market of MSEs” at 2020 China IT User Satisfaction Conference hosted by
CCW Research and guided by the National Research Center for Industrial Information Security
Development. Chanjet was honored as the “Most Influential Brand in 2020 Chinese MSEs SaaS
Cloud Service” at the International Sci-Tech Innovation Festival & Global Digital Conference; Chanjet
Good Business was honored as the “Innovation Leading Product in 2020 Chinese MSEs SaaS
Cloud Purchase-Sale-Stock ” at 2020 China SaaS Excellent Enterprise and Product Selection
jointly launched by China Software Industry Association, SOFT6.COM and HaPi Research.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

FINANCIAL REVIEW

Revenue
Cost of sales and services provided

Gross profit
Gross profit margin

Other income and gains

R&D costs

Selling and distribution expenses
Administrative expenses

Impairment losses of financial assets
Other expenses

Financial costs

Share of profits/(losses) of an associate

Profit before tax

Income tax credit

Profit for the year

Attributable to:
Owners of the parent
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For the year ended

31 December

Change in
2020 2019 amount
RMB’000 RMB’000 RMB’000
509,418 463,402 46,016
(83,434) (43,159) (40,275)
425,984 420,243 5,741
84% 91% (7)%
73,542 102,354 (28,812)
(161,688) (138,629) (23,059)
(189,173) (207,572) 18,399
(65,280) (88,585) 23,305
(31,110) - (31,110)
(23,355) (1,527) (21,828)
(1,404) (722) (682)
(3,897) 5,299 (9,196)
23,619 90,861 (67,242)
9,773 1,557 8,216
33,392 92,418 (569,026)
33,392 92,418 (59,026)

Percentage
change
%

10
93

(28)
17

(26)
N/A
1,429

94
(174)

(74)

528

(64)

(64)



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Operating Results

During the Reporting Period, the Group recorded revenue of RMB509.42 million, representing an increase
of 10% as compared to last year, mainly due to the revenue from cloud service business of RMB239.18
million, representing an increase of 64% as compared to last year. The Group recorded profit for the
year of RMB33.39 million, representing a decrease of 64% as compared to last year. Profit attributable
to owners of the parent was RMB33.39 million, representing a decrease of 64% as compared to last
year, mainly due to the additional R&D expenses of RMB23.06 million, and the provision for impairment
of RMB30.39 million in respect of the Group’s unsecured principal and interests in Baoshang Bank which
shall participate in subsequent compensation claim in accordance with laws. The basic earnings per
share of the Group was RMBO0.155, representing a decrease of 64% as compared to last year.

Revenue

For the year ended 31 December 2020, the revenue of the Group was RMB509.42 million, representing an
increase of 10% as compared to last year. In particular, revenue from software business was RMB270.24
million, representing a decrease of 15% as compared to last year; and revenue from cloud service business
was RMB239.18 million, representing an increase of 64% as compared to last year, and its proportion
of revenue of the Group increased to 47%.

The following table sets forth a breakdown of revenue of the Group by operating segment:

For the year ended 31 December

Change in  Percentage

2020 2019 amount change

RMB’000 % RMB’000 % RMB’000 %

Software business 270,243 53 317,404 68 (47,161) (15)
Cloud service business 239,175 47 145,998 32 93,177 64
Revenue 509,418 100 463,402 100 46,016 10

Cost of Sales and Services Provided
For the year ended 31 December 2020, the Group’s cost of sales and services provided was RMB83.43

million, representing a year-on-year increase of 93%, mainly due to the increase in direct sales and
promotion costs of cloud service business.

Chanjet Information Technology Company Limited
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

The following table sets forth a breakdown of cost of sales and services provided of the Group by
operating segment:

For the year ended 31 December

Change in  Percentage

2020 2019 amount change

RMB’000 % RMB’000 % RMB’000 %

Software business 16,943 20 12,588 29 4,355 35

Cloud service business 66,491 80 30,571 71 35,920 117
Cost of sales and services

provided 83,434 100 43,159 100 40,275 93

Gross Profit and Gross Profit Margin

For the year ended 31 December 2020, the Group achieved a gross profit of RMB425.98 million,
representing an increase of 1% as compared to last year. The gross profit margin of the Group was
84%, representing a decrease of 7 percentage points as compared to last year for the whole gross profit
margin, mainly attributable to the increase in the portion of revenue from cloud service business and
the decrease in gross profit margin from cloud service business; of which, the gross profit margin of
software business was 94% and the gross profit margin of cloud service business was 72%, the gross
profit margin of cloud service business represented a decrease of 7 percentage points as compared to
last year, mainly attributable to the increase in direct sales and promotion costs of cloud service business.

The following table sets forth a breakdown of gross profit of the Group by operating segment:

For the year ended 31 December

Change in  Percentage

2020 2019 amount change

RMB’000 % RMB’000 % RMB’000 %

Software business 253,300 59 304,816 73 (51,516) 7
Cloud service business 172,684 41 115,427 27 57,257 50
Gross profit 425,984 100 420,243 100 5,741 1
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

The following table sets forth a breakdown of gross profit margin of the Group by operating segment:

For the year ended 31

December
Change in
2020 2019 amount
% % %
Software business 94 96 (2
Cloud service business 72 79 (7)
Gross profit margin 84 91 (7)

Other Income and Gains

For the year ended 31 December 2020, the Group’s other income and gains were RMB73.54 million,
representing a decrease of 28% as compared to last year, mainly due to the decrease of RMB10.93 million
in fair value change of unlisted equity investments financial assets, the decrease of RMB7.52 million in
revenue on fair value change of bank wealth management products and financial income due, interest
income of bank deposit, and the decrease of RMB6.66 million in refund of VAT.

Total R&D Investment

The following table shows the breakdown of the total R&D investment of the Group:

For the year ended 31 December

Change in  Percentage

2020 2019 amount change
RMB’000 % RMB’000 % RMB’000 %
R&D costs of software

business 5,210 3 14,877 1 (9,667) (65)

R&D costs of cloud service
business 156,478 97 123,752 89 32,726 26
R&D costs 161,688 100 138,629 100 23,059 17
Total R&D investment 161,688 100 138,629 100 23,059 17
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

For the year ended 31 December 2020, total R&D investment of the Group amounted to RMB161.69
million, representing an increase of 17% as compared to last year, mainly due to additional R&D investment
in cloud service business.

Selling and Distribution Expenses

For the year ended 31 December 2020, the selling and distribution expenses of the Group were RMB189.17
million, representing a decrease of 9% as compared to last year, mainly attributable to the decrease
in business travel, conference and other expenses affected by the Epidemic, and the social insurance
deduction in this year.

Administrative Expenses

For the year ended 31 December 2020, the administrative expenses of the Group was RMB65.28 million,
representing a decrease of 26% as compared to last year, mainly attributable to the decrease in the
amortization of capitalized intangible assets and the costs of employee trust benefit scheme during the
Reporting Period.

Impairment Loss of Financial Assets

For the year ended 31 December 2020, the impairment loss of financial assets of the Group was RMB31.11
million, mainly due to the fact that the Group has made a provision for impairment of RMB30.39 million in
respect of its unsecured principal and interests in Baoshang Bank which shall participate in subsequent
compensation claim in accordance with laws.

Other Expenses

For the year ended 31 December 2020, other expenses of the Group were RMB23.36 million, mainly
include a provision for impairment of RMB13.51 million made by the Group in respect of the investment
in Chanjet Payment, an associate, and an exchange loss of RMB8.42 million due to the exchange rate
changes in this year (exchange gains of RMB3.47 million in the corresponding period of the previous year).

Income Tax Credit

For the year ended 31 December 2020, the income tax credit of the Group was RMB9.77 million, which is
mainly the deferred income tax credit recognized for uncovered tax losses and assets impairment losses.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Profit Attributable to Owners of the Parent

For the year ended 31 December 2020, the profit attributable to owners of the parent of the Group was
RMB33.39 million, representing a decrease of 64% as compared to last year.

Liquidity and Financial Resources

Condensed cash flow statement

For the year ended
31 December

Change in

2020 2019 amount

RMB’000 RMB’000 RMB’000

Net cash flows from operating activities 90,516 132,018 (41,502)
Net cash flows from/(used in) investing activities (214,761) 295,644 (510,405)
Net cash flows used in financing activities (95,414) (98,645) 3,231

Net cash flows from operating activities
For the year ended 31 December 2020, net cash flows from operating activities of the Group was
RMB90.52 million, representing a decrease of RMB41.50 million as compared to last year, mainly due

to the increase in sales and promotion costs and expenses of cloud service business of the Group.

Net cash flows from/used in investing activities
For the year ended 31 December 2020, net cash flows used in investing activities of the Group was
RMB214.76 million, mainly due to the fact that the Group purchased new fixed deposits and bank wealth
management products during the Reporting Period.

Net cash flows used in financing activities

For the year ended 31 December 2020, the cash flows used in financing activities of the Group was
RMB95.41 million, mainly due to the distribution of the 2019 final dividend during the Reporting Period.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Working Capital

As at 31 December

2020 2019
Cash and bank balances (RMB’000) 1,281,241 1,319,456
Current ratio 513% 516%
Gearing ratio 0% 0%

As at 31 December 2020, the cash and bank balances of the Group was RMB1,281.24 million (31
December 2019: RMB1,319.46 million). The decrease in cash and bank balances was mainly due to the
increase in bank wealth management products purchased during the Reporting Period.

The current ratio (calculated based on total current assets divided by total current liabilities) of the Group
as at 31 December 2020 was 513% (31 December 2019: 516%).

The Group’s gearing ratio was nil. Gearing ratio was calculated based on the net debt divided by total
equity. Net debt was calculated as the total amount of interest-bearing liabilities less cash and bank
balances.

With stable cash inflows generated in the daily business operations, together with the proceeds raised
from listing, the Group has sufficient resources for future development.

Capital Expenditure
For the year ended 31 December 2020, the significant capital expenditure of the Group included: the

additional expenditure on office equipment, furniture and fittings of RMB1.03 million (2019: RMB2.76
million); the additional expenditure on right-of-use assets of RMB1.05 million (2019: RMB1.12 million).
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Contingent Liabilities

As at 31 December 2020 and 31 December 2019, the Group did not have any contingent liabilities, nor
did it have any proposal on contingent liabilities issue.

Charges on Assets

As at 31 December 2020 and 31 December 2019, the Group did not have any charges on assets.
Significant Investments

During the Reporting Period, the Group did not have any significant investment.

Material Acquisition and Disposal of Assets

At the extraordinary general meeting of the Company held on 30 December 2016, the following matters
were approved: (i) the conditional disposal of 55.82% of the equity interests in Chanjet Payment to
Yonyou by the Company; (i) the unilateral capital increase in Chanjet Payment by Yonyou; and (iii) the
amendments to the non-competition agreement executed by Yonyou, Mr. Wang Wenjing and the Company
on 17 February 2014 and the confirmation issued by Yonyou on 11 April 2014. Upon completion of the
above-mentioned transactions, Chanjet Payment will be held as to 15% and 85%, respectively by the
Company and Yonyou and it will no longer be a subsidiary of the Company.

As at 1 September 2017, the transfer of equity interests in Chanjet Payment as mentioned in sub-item
(i) above had been completed. Thereafter, Chanjet Payment was owned by the Company and Yonyou
as to 19.28% and 80.72%, respectively, and it ceased to be a subsidiary of the Company. As Yonyou
focuses on its principal business of cloud services, Yonyou proposes to transfer all of its equity interests
in Chanjet Payment to a subsidiary of the controlling shareholder of Yonyou and therefore, by mutual
consent, the parties entered into the termination agreement on 30 June 2020, pursuant to which, the
parties unconditionally agreed to terminate the capital increase agreement, and agreed not to proceed with
the capital increase as mentioned in sub-item (ii) above. For details, please refer to the announcements of
the Company dated 21 October 2016, 30 December 2016, 17 July 2017 and 30 June 2020, respectively,
as well as the circular of the Company dated 11 November 2016.

Save as disclosed above, during the Reporting Period, the Group did not have any material acquisition
and disposal in relation to subsidiaries, associates and joint ventures.

Chanjet Information Technology Company Limited
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

The Impact of the Epidemic on Business Operation

The outbreak of the Epidemic at the beginning of 2020 had a great impact on the operation of various
industries. During the Epidemic, the large-scale marketing activity “Financial Popularization Storm (847
LN E ) in the Group’s software business in the first quarter of each year failed to be organized as
scheduled due to the delays in the resumption of work by channel partners and end markets, and the
business development was affected in the short term. However, the Epidemic has prompted small and
micro enterprises to significantly increase the demand for intelligent online operation. The Group focused
on a series of new marketing activities such as online operation and live promotion, accelerated product
R&D to launch Good Business Wang Pu Version and Intelligent+, so as to meet the needs of customers
for online operation. The Group further reinforced ecological cooperation and expanded distribution of
channels and other measures, so as to mitigate the adverse impact of the Epidemic and accelerate
the successful transformation into cloud service business. With stable cash inflows generated from the
daily business operations, the Group has relatively sufficient working capital and is in a good condition
in terms of current assets. The management concluded that the Epidemic had no significant adverse
impact on the Group’s business through a comprehensive assessment.

Foreign Exchange Risks

The Group conducted its domestic business primarily in RMB, which was also its functional currency.
Chanjet U.S., a subsidiary of the Company, settled in US dollars. The Group, subject to the foreign
exchange fluctuation, conducted foreign exchange settlement and foreign exchange for the balance of
proceeds raised when appropriate to alleviate foreign exchange fluctuation risks.

Interest Rate Risks

The Group did not assume any debt obligations with a floating interest rate, and thus there was no
interest rate risk related to the Group.

Significant Events after the Reporting Period
To diversify the financing channels of the Group in the capital market, to promote the transformation and
development of cloud services business, and to further enhance the influence of the Company in the

domestic market in China, the Board has passed the initial proposal on proposed offering of A shares on
13 January 2021. Please refer to the announcement of the Company dated 13 January 2021 for details.
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BIOGRAPHIES OF DIRECTORS, SUPERVISORS
AND SENIOR MANAGEMENT

DIRECTORS
Non-executive Directors

Mr. Wang Wenjing (EX =), aged 56, has been the Chairman of the Board and a non-executive Director
since 19 March 2010. He is primarily responsible for providing guidance and supervision regarding
the business and operation of our Group. Mr. Wang is one of the co-founders of Yonyou, which is the
controlling Shareholder. He has over 30 years of working experience in the PRC software industry and
has extensive experience in corporate management and business operation. Mr. Wang served as the
Chairman of the Board of Yonyou since December 1988. Mr. Wang has been the Chairman of the Board
of Yonyou Auto since July 2010, the Chairman of the Board of Yonyou Fintech since May 2012, a director
of Chanjet U.S. since December 2012, the Chairman of the Board of Chanjet Payment from July 2013
to September 2019, the Chairman of the Board of Seentao Technology from June 2015 to January 2018
and from October 2019 to January 2021, and a director of Seentao Technology since January 2021. Mr.
Wang was elected as a member of the 9th, 10th, 11th and 12th session of the NPC for a term from March
1998 to March 2018. Mr. Wang served as the vice chairman of China Software Industry Association (1
E# {175 1E) and the vice chairman of the 10th All-China Federation of Industry & Commerce (FFZEE
B T2t A=), He is currently the executive director of Internet + Development Association of China (8
B 2 O Bt R B R EE). Mr. Wang graduated from Jiangxi University of Finance and Economics (formerly
known as Jiangxi College of Finance and Economics) with a bachelor’s degree in economics in July 1983.

Mr. Wu Zhengping (REBIF), aged 56, has been a non-executive Director since 19 March 2010. He
is primarily responsible for providing strategic advice to the business and operation of the Group. He
has over 25 years of working experience in the PRC software industry and has extensive experience in
corporate management and business operation. Mr. Wu worked for China Building Materials Academy (
FR B2 SEM R E A 3R 4867) from August 1983 to May 1992, and he has been a director of Yonyou since
1992. Mr. Wu has also been a director of Yonyou Fintech since May 2012 and a director of Chanjet U.S.
since December 2012, a director of Chanjet Payment from July 2013 to September 2019, a director of
Yonyou Auto since June 2015 and a director of Seentao Technology from June 2015 to February 2018. Mr.
Wu was a member of the 6th and 7th sessions of the Chinese People’s Political Consultative Conference
of Haidian District, Beijing from January 1999 to December 2006. Mr. Wu graduated from China Europe
International Business School with a master’s degree in business administration in September 2007.
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BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND
SENIOR MANAGEMENT (CONTINUED)

Executive Director

Mr. Yang Yuchun (#BF%), aged 48, has been the President since 9 January 2017 and an executive
Director since 18 May 2017. He is mainly responsible for the overall management of business operation
of the Group. Mr. Yang has over 20 years of working experience in the PRC software industry. Mr.
Yang joined Yonyou in August 1997, where he has served different positions at the financial accounting
software development department, product management headquarters and small-scale management
software department. Mr. Yang was the vice president of the Company and the general manager of the
Company’s research and development center from March 2010 to August 2012. From August 2012 to
December 2013, Mr. Yang was the senior vice president of the Company, while he continued to serve
as the general manager for the research and development center during the period and served as the
executive director and manager of Chanjet Yunhui since April 2019. Mr. Yang served as both the assistant
president of Yonyou as well as the general manager of Yonyou’s business planning and development
department from January 2014 to January 2016. From January 2016 to January 2017, he served as the
vice president of Yonyou and the general manager of Yonyou’s business planning and development
department. Mr. Yang graduated from Shi Jia Zhuang University of Economics in July 1996 and obtained
his bachelor’s degree in economics. He graduated from Peking University in July 2003 and obtained the
bachelor’s degree in management. Later, he obtained his EMBA from Guanghua School of Management
at Peking University in July 2012.

Independent Non-executive Directors

Mr. Chen, Kevin Chien-wen (BR#X), aged 66, has been an independent non-executive Director since
8 September 2011. He is primarily responsible for providing independent opinion and judgment to our
Board, particularly with regard to the financial aspects of our Group. Mr. Chen has been a professor
in accounting since July 1999 and head of Department of Accounting of The Hong Kong University of
Science and Technology from July 2007 to June 2016 and was reappointed from August 2017 to July
2020. In addition, he served as a member of the Review Panel of the Financial Reporting Council of
Hong Kong. Mr. Chen graduated from the University of lllinois at Urbana-Champaign with a PhD degree
in accounting in May 1985. Mr. Chen passed the examination for Chartered Accountant of Taiwan in
August 1976.
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BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND
SENIOR MANAGEMENT (CONTINUED)

Mr. Lau, Chun Fai Douglas (B1#8#8), aged 48, has been an independent non-executive Director since
8 September 2011. He is primarily responsible for providing independent opinion and judgment to the
Board, particularly with regard to the financial aspects of the Group. Mr. Lau joined Ernst & Young in
March 1993 and served as an audit partner of Ernst & Young from July 2004 to June 2009. He then
served as the regional director, Greater China of The Institute of Chartered Accountants in England
and Wales from November 2010 to September 2012. Mr. Lau has been a senior adviser of Sky CPA &
Co. since January 2013. Mr. Lau has also been serving as an independent non-executive director of
Ausnutria Dairy Corporation Ltd, a company listed on the Hong Kong Stock Exchange (Stock Code:
1717), since January 2015 and an independent non-executive director of GME Group Holdings Limited,
a company listed on the Hong Kong Stock Exchange (Stock Code: 8188), since February 2017. Mr. Lau
graduated from the University of New South Wales in Sydney, Australia with a bachelor of Commerce
degree in accounting and finance in October 1993. He is a fellow member of the Hong Kong Institute of
Certified Public Accountants, a member of the Institute of Chartered Accountants in England and Wales,
a member of the Australian Society of Certified Practising Accountants and a member of the Institute of
Chartered Accountants in Australia.

Mr. Chen Shuning (BR#5), aged 57, has been an independent non-executive Director since 8 September
2017. He is primarily responsible for providing independent opinion and judgment to the Board. Mr.
Chen has over 30 years of working experience in the PRC software industry. Mr. Chen joined Great
Wall Computer Group Co., Ltd (E3RETE#AR]) in 1989, founded Vancelnfo Technologies Inc (X E Al
FEERAMARAT) in 1995, where he served as the chief executive officer till 2012 and subsequently
served as the Chairman of the Board till 2015. Mr. Chen founded Chinasoft Saibo Chinese Technology
Limited (PEXEB AR XE AR AR (currently known as Chinasoft International Limited) in 1995, where he
served as the chief technology officer till 2001. Mr. Chen joined Sequoia and Broadband Cross-border
Digital Fund (I EHHEEHFESD) in 2016 and has served as a managing partner ever since. Mr. Chen
obtained his bachelor’s degree in engineering from Tsinghua University in June 1986 and obtained his
master’s degree in engineering from Huazhong Polytechniques University (32 T A2 (currently known
as Huazhong University of Science and Technology (ZEFFRHRAE) in June 1989.
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BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND
SENIOR MANAGEMENT (CONTINUED)

SUPERVISORS

Mr. Guo Xinping (¥8#iF), aged 57, has been the Chairman of the Supervisory Committee and a
shareholder representative Supervisor since 8 September 2011. Mr. Guo worked for MOF from August 1985
to July 1989, and has been a director of Yonyou from November 1999, the director of Chanjet Payment
from July 2013 to September 2019, the Chairman of the Supervisory Committee of Seentac Technology
from June 2015 to February 2018, the Chairman of the Supervisory Committee of Yonyou Auto since June
2015, and a director of Yonyou Fintech since May 2016. Mr. Guo has been an independent non-executive
director of CCID Consulting Company Limited (B:@EEMKMHBRAF]), a company listed on the GEM
of the Hong Kong Stock Exchange (Stock Code: 8235) since May 2002. He has been an independent
director of Glodon Company Limited (EBtERHH A BRAF]), a company listed on the Shenzhen Stock
Exchange (Stock Code: 002410), since April 2017. Mr. Guo graduated from The Hong Kong University of
Science and Technology with a master’s degree in business administration in November 2007. He is a
senior accountant recognized by the Personnel Department of Hubei Province in January 1998.

Mr. Xu Zhoujin (#&iM &), aged 47, has been a member of the Supervisory Committee and a shareholder
representative Supervisor since 8 September 2020. Mr. Xu joined Yonyou in April 2020, where he has been
serving as the executive vice president and the chief financial officer of Yonyou since July 2020. Prior
to joining Yonyou, Mr. Xu worked for HNA Group Company Limited or its subsidiaries from July 1997 to
April 2020, and has served successively as the chief financial officer of Hainan Airlines Company Limited
(currently known as Hainan Airlines Holding Company Limited), a company listed on the Shanghai Stock
Exchange (Stock Code: 600221), the chief financial officer of HNA Aviation Group Company Limited, the
chief financial officer of HNA Group Company Limited and the investment vice president of HNA Aviation
Group Company Limited. Mr. Xu graduated from the Central University of Finance and Economics with a
bachelor’s degree in economics in July 1997. He was recognised as a senior accountant by the Hainan
Province Human Resources and Social Insurance Bureau in March 2016.

Mr. Ruan Guangli (Bt3¢3L), aged 73, has been a member of the Supervisory Committee and an
independent Supervisor since 27 April 2014. Mr. Ruan served as the head of production and finance
department and deputy head of finance bureau of China National Nuclear Company (FEI#Z T3 422 7))
(later reorganized as China National Nuclear Corporation (FEI#Z T3 %£E /A7) from April 1988 to July
1999 as well as the director of finance and audit department and then finance and accounting department
at China National Nuclear Corporation from July 1999 to March 2008. Mr. Ruan retired in March 2008
and was rehired as an executive commissioner of science and technology committee at China National
Nuclear Corporation from 2008 to 2015. Mr. Ruan has also been a supervisor of Seentao Technology
since June 2015. Mr. Ruan graduated from Fudan University majoring in industry economics in July
1976. He is a senior accountant recognized by the human resources bureau of China National Nuclear
Company in December 1994. Mr. Ruan also received the special government allowance from the State
Council in 2007.
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BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND
SENIOR MANAGEMENT (CONTINUED)

Mr. Ma Yongyi (57 ), aged 56, has been a member of the Supervisory Committee and an independent
Supervisor since 27 April 2014. Mr. Ma has been working successively as the director of the distance
education centre, the director of the academic department and the director of teacher management
committee of Beijing National Accounting Institute At REIZK & 5HEFt) since February 2004. He was an
independent director of Zhejiang DUNAN Artificial Environment Co., LTD (#LEZ A LRBRMNDBERE LD
A]), a company listed on the Shenzhen Stock Exchange (Stock Code: 002011) from April 2016 to April
2020, an independent director of Beijing Spaceflight Hongtu Information Technology Co., LTD Jt&=M
KRB BRI BRAR]), a company listed on the Shanghai Stock Exchange (Stock Code: 688066)
since May 2017, an external supervisor of China Development Bank Financial Leasing Co., Ltd. (B3R
SRBERMBER2AT), a company listed on the Hong Kong Stock Exchange (Stock Code: 1606) since
February 2018 and an independent non-executive director of Ever Sunshine Lifestyle Services Group
Limited (kA TERRIEEBBRAA]), a company listed on the Hong Kong Stock Exchange (Stock Code:
1995) since November 2018, an independent director of Yunnan Jinggu Forestry Co., LTD (Ef A
DB R AT, a company listed on the Shanghai Stock Exchange (Stock Code: 600265) from February
2019 to December 2020 and an independent director of Glodon Company Limited (EEtERIE AR D AR
~A]), a company listed on the Shenzhen Stock Exchange (Stock Code: 002410) since April 2020. Mr.
Ma has been granted recognition of professor by the MOF since October 2009. He has also been a
director of the Accounting Society of China (FE&5E2g) since March 2014. Mr. Ma obtained a PhD
degree in management from Central University of Finance and Economics (FF5844& A2 in July 2008.

Ms. Ren Jie (f£i#), aged 42, has been a member of the Supervisory Committee and an employee
representative Supervisor since 20 April 2018. Ms. Ren joined the Group in May 2013 and has been
engaged in the work related to human resources. She served as the recruitment manager and the human
resources business partner (HRBP) of the human resources department of the Company from May 2013
to December 2015 and from January 2016 to December 2017, respectively, and has served at the human
and administration department of the Company since January 2018. Prior to joining the Group, Ms. Ren
served as a mental health teacher at Hebei Shacheng Middle School (AI1E ¥ AER) from July 2004 to
June 2005, the chief of human resources at Yangguang Xinling Education Technology Co., Ltd. (&7t
BHERTARAR) from July 2005 to June 2008, a human resources manager at Talenty International
Education (ZfeBEE#E) from July 2008 to March 2011 and a project manager and headhunter consultant
at Beijing Wen Hui Yong Ye Management Consultancy Co., Ltd. (t R Xk EE B ARG R AR from April
2011 to May 2013. Ms. Ren Jie obtained her bachelor’s degree in science from Harbin Normal University
(MEERVERDEIAEZR) in July 2004.
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BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND
SENIOR MANAGEMENT (CONTINUED)

Ms. Xia Yuhan (EEBRS), aged 41, has been a member of the Supervisory Committee and an employee
representative Supervisor since 8 September 2020. Ms. Xia joined the Group in December 2011 and
has been engaged in human resources related work. She served as an officer of the human resources
department from December 2011 to December 2013, the training and corporate culture manager of the
human resources department from January 2014 to February 2017, the human resources general manager
of the human resources administration department from December 2018 to December 2019, and has
been serving as the human resources business partner (HRBP) of the human resources administration
department since December 2019 to present. Ms. Xia graduated from Beihang University (At R ZEfiik
KE) in September 2017 and obtained a bachelor’s degree in management.

SENIOR MANAGEMENT

Mr. Yang Yuchun (/8 %), for details of Mr. Yang please refer to the biographies set out in the “Executive
Director” of this section.

Mr. Sun Guoping (BEBIZF), aged 52, has been a senior vice president of the Company since 8 September
2011. He is primarily responsible for business operation of the Group. Mr. Sun joined Yonyou in March
1995 and served as various positions including general manager of Yonyou Hangzhou branch from
December 1997 to December 2001, manager of the financial management department (917538 275 3F) of
Yonyou from January 2002 to December 2004, deputy general manager and sales manager of the small
management software department of Yonyou from January 2005 to December 2006, deputy general
manager of the small management software department and assistant president of Yonyou from January
2007 to December 2009. Mr. Sun joined our Group on 19 March 2010 and served as our vice president
from 19 March 2010 to 7 September 2010. Mr. Sun graduated from Beijing Union University majoring in
computer science in July 1990 and China Europe International Business School with a master’s degree
in business administration in October 2011.

Ms. Gao Jin (B), aged 48, has been a senior vice president and the chief financial officer of the
Company since 28 May 2018. She is primarily responsible for the overall planning, budgetary and financial
affairs of the Group. Ms. Gao worked as a senior auditor at Ernst & Young Hua Ming from August 1997
to September 2002. Ms. Gao joined Yonyou as the financial manager of the North China Division in
October 2002; she served as the chief financial officer of Beijing Yonyou Government Affairs Software
Limited (L RARBEEHAERAR]) (currently known as “Beijing Yonyou Government Affairs Software
Co., Ltd.”, hereinafter referred to as “Yonyou Government Affairs”) from August 2004 to May 2007;
she served as the chief financial officer of Beijing Wecoo E-Commerce Limited (Jt RIEEEFHER A
fRx\]) from June 2007 to December 2011; she served as the deputy general manager of the financial
department of Yonyou from January 2012 to June 2012; she served as a senior vice president and the
chief financial officer of Yonyou Government Affairs from July 2012 to April 2018. Ms. Gao graduated
from Beijing Institute of Business (currently known as Beijing Technology and Business University) with
a bachelor’s degree in economics in June 1997.
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Ms. Zhang Hong (3R#I), aged 45, has been a senior vice president of the Company since 23 March
2018. She is primarily responsible for overall product planning of the Company. Ms. Zhang Hong served
as an engineer of the information department of Beijing Urban-Rural Trade Centre (3t = 48E 57 15) from
September 1996 to August 1998, and the product director of Beijing Sinovatech Network Technology
Co., Ltd. b RAEHEMERIABR AR from December 1999 to February 2003, the product director
of the northern region of Zhuhai Wanjiada Technology Co., Ltd. Fk/EBEEZERHEERAE]) from February
2003 to September 2005. Ms. Zhang Hong joined Yonyou in October 2005 and served as the product
manager of the product management department under the small management software division of
Yonyou from October 2005 to December 2007, and then as the department manager of the product
management department under the small management software division of Yonyou from January 2008
to December 2009. Ms. Zhang joined the Group on 19 March 2010 and has been the product director
of the Company since March 2010. She served as the vice president of the Company from 2 February
2015 to 23 March 2018. Ms. Zhang Hong graduated from China Europe International Business School
with a master’s degree in business administration in July 2017.

Mr. Liu Zhidong (817 E), aged 42, has been a senior vice president of the Company since March 2020.
He is primarily responsible for the channel operations centre. Mr. Liu joined Changsha Yonyou Software
Development Co., Ltd. (R AREHFFHZEARRAF) as the manager of the management department of
its subsidiary and branch in September 2002, and served as the manager of the channel marketing
department of Yonyou Hunan Branch from March 2004 to January 2005. He was transferred to the
small management software division of Yonyou in January 2005 and held various positions successively.
Mr. Liu served as the general manager of the Company’s Hunan representative office from March 2010
to January 2012, the general manager of the Company’s Central China Division from January 2012 to
January 2015, the assistant president of the Company and the general manager of the Central China
Division from January 2015 to January 2016, the assistant president of the Company and the general
manager of the West China Division from January 2016 to January 2017, and the vice president of the
Company from March 2017 to March 2020. Mr. Liu graduated from business administration department
of Hunan University of Commerce (now known as Hunan University of Technology and Business) with a
pachelor’s degree in management in June 2001.

Mr. You Hongtao (FEEi®), aged 42, has been the secretary to the Board of our Company since 8
September 2011, one of our joint company secretaries since 15 November 2011 and a vice president
of the Company since 2 February 2015. He is primarily responsible for organizing Board meetings and
Shareholders’ meetings, information disclosure and general compliance issues. Mr. You joined Yonyou
in May 2008 and served as a senior business manager of the office of the Board from May 2008 to
June 2011. In addition, Mr. You became an affiliated person of the Hong Kong Institute of Chartered
Secretaries since September 2011. Mr. You graduated from Jiangxi University of Finance and Economics
with a bachelor’s degree in law and a bachelor’s degree in economics in July 2001 and Beihang University
with a master’s degree in engineering in January 2012.
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Mr. Peng Zhenbin (B #Ei), aged 54, has been a vice president of the Company since 17 March 2017.
He is primarily responsible for channel cadre team construction and organizational culture construction.
Mr. Peng became an agent of Yonyou’s software in 1994, joined Ningbo Yonyou Software Co., Ltd. (2
B AREATR]) in 1998 and joined Yonyou in 2001. He successively held various positions in Yonyou
Ningbo Branch and the small management software division. Mr. Peng served as the general manager
of Zhejiang Office of the small management software division of Yonyou from January 2005 to December
2009, the general manager of the Company’s East China Division from January 2010 to December 2012,
the assistant president of the Company and the general manager of the North China Division from January
2013 to December 2014, and the assistant president of the Company and the general manager of the
Zhejiang-Fujian Division from January 2015 to December 2015. Mr. Peng has been the general manager
of the East China Division and the general manager of the South Support Centre (E77 X1 from
January 2016 to December 2018. Mr. Peng graduated from the Correspondence College of the Party
School of the Central Committee of the Communist Party of China in June 2007, majoring in economic
management, and obtained a college diploma.

Mr. Wang Xuejun (EBE), aged 45, has been a vice president of the Company since 23 March 2018.
He is primarily responsible for the channels capacity development of the Company. Mr. Wang joined
Yonyou as the implementation director of the Central and Southern China Division in June 2005 and
joined the small management software department of Yonyou as the support director in January 2008.
He held various positions in the Company, including the general manager of the small-sized enterprise
division and the general manager of T+ business of the Company from March 2010 to December 2015, the
director of strategic cooperation of the Company from January 2016 to June 2017, the general manager
of the Cloud Operation Centre of the Company from July 2017 to December 2017, the general manager
of the cloud-based financial operation centre of the Company from January 2018 to December 2018, and
the general manager of BD operation centre of the Company from January 2019 to December 2019. Mr.
Wang obtained master’s degree in management from The Australian National University in December 2020.

Ms. Xiong Xiaoxiao (#&##), aged 38, has been a vice president of the Company since 15 March 2019,
mainly responsible for the user operations centre of the Company. Ms. Xiong worked at the department
of training of Beijing Huicong Network Technology Co., Ltd. (t REZFMB4E R MARAR]) from July 2004
to January 2005. Ms. Xiong joined Yonyou in August 2005, and successively served as the department
manager of the small business unit service department, the department manager of the department of
service and development and the department manager of the department of customer management. Ms.
Xiong joined the Company in April 2010 and served as the department manager of the department of
service and development from April 2010 to February 2012, the department manager of the department
of service management from February 2012 to April 2013, the department manager of service support
headquarters administration department from April 2013 to December 2013, the department manager
of the department of customer support from January 2014 to February 2017 and the assistant president
from January 2017 to March 2019. Ms. Xiong graduated from Beijing Forestry University in July 2004
with a bachelor’s degree of Business Administration and graduated from Beijing Normal University in
June 2016 with a master’s degree of Business Administration.
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Mr. Liu Shuwei (BI&{&), aged 41, has been a vice president of the Company since 27 March 2020,
mainly responsible for T+ business unit. Mr. Liu worked at the Baoji Yiyou Software Co., Ltd. (BZmzs
REBIEAREEAR]) from March 2001 to December 2005. Mr. Liu joined Yonyou in January 2006, and
successively served as the first line employee of the small business unit in Northwest District and the
first line department manager of the small business unit in Shaanxi-Ningxia Office. Mr. Liu joined the
Company in April 2010 and served as the department manager of Shaanxi-Ningxia Office from April 2010
to February 2014, the department manager of the department of Sales and Management from March
2014 to December 2014, the department manager of the department of Organization and Sales and
Management from January to December 2015, the general manager for the management department of
Beijing-Tianjin-Hebei Division from January to December 2016, the assistant president and the general
manager of the management department of the North China Division from January 2017 to December
2018, the general manager of the management department of the Southwest China Division from January
to December 2019, and the general manager of the management department of the West China Division
from January 2020 to December 2020. Mr. Liu graduated from Xi’an University of Technology with a
college degree in financial accounting and computerization in July 2002.

Mr. Xiao Mingxiao (HBAIE), aged 41, has been a vice president of the Company since 27 March 2020,
mainly responsible for channel business development of the Company. Mr. Xiao joined Yonyou in July
2001, and successively served as the U8 Consulting Implementation Project Manager of the Jinan Branch
of Yonyou, Senior Support Manager and Senior Channel Manager of Yonyou Small Management Software
Division. Mr. Xiao joined the Company in April 2010, and served as a staff member of Shandong Office
from April 2010 to February 2011, the department manager of Qingdao Office from February 2011 to
November 2013, the department manager of Jinan Office from November 2013 to December 2014, the
department manager of Shandong Representative Office from January to December 2015, the manager of
the management department of the Central China Division from January to December 2016, the assistant
president and the general manager of the management department of the Central China Division from
January to December 2017 and the general manager of the management department of East China
Division from January 2018 to December 2020. Mr. Xiao graduated from Shandong University of Finance
and Economics with a bachelor’s degree in management in September 2007.

Mr. Wang Yunbo (E&#), aged 42, has been a vice president of the Company since 30 June 2020,
mainly responsible for research and development centre of the Company. He joined Yonyou in July
2001, and worked successively in various departments such as NC product department (NCE mASEh),
NC industry development department (NCTTZ 2 2f), U8 cloud business department (U8 cloudZ #2f)
and YonSuite business department (YonSuiteZ % %f). He joined the Company in March 2020, served as
a assistant general manager of research and development centre, a general manager of research and
development centre since June 2020. Mr. Wang Yunbo graduated from Northeastern University in July
2001 with a bachelor’s degree in management.
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JOINT COMPANY SECRETARIES

Mr. You Hongtao (JEZE#&) was appointed as one of our joint company secretaries on 15 November
2011. For his biographical details, please refer to the biographies set out in the “SENIOR MANAGEMENT”
of this section.

Mr. Ngai Wai Fung (28{21&), aged 59, was appointed as a joint company secretary of our Company on 15
November 2011. Mr. Ngai currently is the director and chief executive officer of SWCS Corporate Services
Group (Hong Kong) Limited. Mr. Ngai has over 30 years of professional practice and senior management
experience including acting as the executive director, chief financial officer and company secretary, most
of which are in the areas of finance, accounting, internal control and regulatory compliance, corporate
governance and company secretarial work for listed issuers including major red chips companies. Mr. Ngai
is the president of The Hong Kong Institute of Chartered Secretaries (2014-2015), an unofficial member of
the Working Group on Professional Services under the Economic Development Commission of the Hong
Kong Special Administrative Region (2013-2018) and a member of the Qualifications and Examinations
Assessment Board by the Hong Kong Institute of Certified Public Accountants (2013-2018). Mr. Ngai
was appointed as a member of Standing Committee of the Chamber of Hong Kong Listed Companies
in June 2014, a Chairman of Membership Services of Sub-Committees of the Chamber of Hong Kong
Listed Companies in September 2020 and an expert in accounting consultation of the Ministry of Finance,
the PRC in June 2016. Mr. Ngai is a fellow of The Hong Kong Institute of Chartered Secretaries, a fellow
of The Chartered Governance Institute (formerly known as The Institute of Chartered Secretaries and
Administrators), a member of The Hong Kong Institute of Certified Public Accountants, a fellow of The
Association of Chartered Certified Accountants in the United Kingdom and a member of The Chartered
Institute of Arbitrators. Mr. Ngai held a master’s degree in business administration from Andrews University
of the United States, a bachelor’s degree (Honours) in Law from the University of Wolverhampton, the
United Kingdom, a master’s degree in corporate finance from the Hong Kong Polytechnic University and
a doctorate of economics from the Shanghai University of Finance and Economics.
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The Board hereby presents the annual report for the year ended 31 December 2020, together with the
audited consolidated financial statements of the Group for the year ended 31 December 2020.

PRINCIPAL OPERATIONS

The core business of the Group is to provide financial and management service to MSEs via internet
technology. Details of businesses of the major subsidiaries of the Company are set out in note 1 to the
financial statements.

RESULTS

The results of the Group for the year ended 31 December 2020 and the financial information of the Group
as at 31 December 2020 are set out in the audited consolidated financial statements of this report.

BUSINESS REVIEW

Business review during the Reporting Period and discussion on the future business development of the
Group are set out in the Chairman’s Statement on pages 7 to 10 and the Management Discussion and
Analysis on pages 11 to 17 of this annual report. Description of principal risks and uncertainties that the
Group may be confronted with and the policy responses and potential opportunities of the Group are set
out in the “Major Risks and Uncertainties” of the Management Discussion and Analysis on page 12 and
in “PROSPECT” of the Chairman’s Statement on pages 9 to 10 of this annual report, while financial risk
management objectives and policies of our Group are set out in the note 36 to the financial statements.
The significant events of the Group after the Reporting Period are set out in the Management and
Analysis on page 26 of this annual report. Performance analysis of the Group within the year based on
key financial performance indicators is set out in the Management Discussion and Analysis on pages 18
to 24 of this annual report. Policy and performance in relation to environmental protection of the Group
are contained in this Report of Directors on page 64 and the Environmental, Social and Governance
Report to be published by the Company. Information related to investor relationship are set out in the
Corporate Governance Report on page 91, and compliance with relevant laws and regulations that have
a significant impact on the Group are set out in this Report of Directors on page 63. Explanation on
the relationship between the Company and its employees, customers, suppliers and those who have a
significant impact on the Company are set out in the “EMPLOYEE AND ORGANIZATION GUARANTEE”,
“REMUNERATION POLICY”, “PENSION SCHEME”, “EMPLOYEE TRUST BENEFIT SCHEME”, “LONG-TERM
EMPLOYEE INCENTIVE POINT SCHEME”, “EMPLOYEE SHARE OWNERSHIP SCHEME”, “LONG-TERM
INCENTIVE BONUS SCHEME” and “MAJOR CLIENTS AND SUPPLIERS” of this Report of Directors as
well as the 2020 Environmental, Social and Governance Report to be published by the Company.
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SHARE CAPITAL
The share capital structure of the Company as at 31 December 2020 is as follows:
Approximate

percentage of
Number of the total issued

Class of Shares Shares share capital
Domestic Shares 162,181,666 74.68%
H Shares 55,000,000 25.32%
Total 217,181,666 100%

ISSUE OF NEW SHARES AND DEBENTURES

The Company did not issue any new shares or debentures for the year ended 31 December 2020.
DIVIDEND POLICY AND DIVIDENDS

Reference is made to the announcement of the Company dated 15 March 2019, in relation to the adoption
of dividend policy as approved by the Board on 15 March 2019. The payment of the dividend by the
Company shall be subject to the Companies Law, the Listing Rules, the Articles of Association and any
restrictions under any other applicable laws, rules and regulations. The Company shall seek opinions
of the shareholders of the Company, in particular, the minority shareholders, and independent non-
executive Directors as sufficiently as possible, prioritize a reasonable return to the investors while giving
full consideration to the sustainable development of the Company. In deciding whether to propose a
dividend and in determining the dividend amount, the Company shall mainly take into account, inter alia:
@) the Group’s operating conditions and market environment;

2 the Group’s general financial position;

3) the actual and future operating and liquidity capital of the Group;

4) after-tax profit and the distributable profits of the Company and the Group;

5) the Group’s development plans and expected working capital requirements;
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(6) the expectations of the Shareholders and investors of the Company and the industry practices;
(7) the continuity and stability of the dividend distribution policy; and
(8) any other factors that the Board of the Company deems appropriate.

A Board meeting was held on 26 March 2021, at which the relevant resolution was passed to recommend
the payment of a final dividend of RMBO0.08 per share (tax inclusive) for the year ended 31 December
2020 (2019: RMBO0.40 per share (tax inclusive)) with a total of approximately RMB17.37 million (2019:
RMB86.87 million). The profit distribution proposal shall be subject to approval by the Shareholders at
the forthcoming 2020 annual general meeting. During the Reporting Period, there is no arrangement
made by any Shareholder on waiving or agreeing to waive any dividends. The final dividend for the year
ended 31 December 2020 is expected to be paid to the Shareholders whose names appeared on the
Company’s share register on Monday, 31 May 2021 on Friday, 9 July 2021.

TAXATION

As stipulated by the Notice on Issues relating to Enterprise Income Tax Withholding over Dividends
Distributable to Their H-share Shareholders who are Overseas Non-resident Enterprises by Chinese
Resident Enterprises (Guoshuihan [2008] No. 897) (R BRIER MR IEER S E R RIER SR
HRBGEEH A BRERNBN) (B %[2008]8975%)) published by the State Administration of Taxation,
when Chinese resident enterprises distribute annual dividends for the year 2008 and years thereafter
to their H-share shareholders who are overseas non-resident enterprises, enterprise income tax shall
be withheld at a uniform rate of 10%. According to this, the Company is required to withhold corporate
income tax at the rate of 10% before distributing the final dividend to overseas non-resident enterprise
Shareholders as appeared on the H Share register of members of the Company. Any shares registered
in the name of the non-individual registered Shareholders, including HKSCC Nominees Limited, other
nominees, trustees or other groups and organizations, will be treated as being held by non-resident
enterprise shareholders and therefore their dividends receivables will be subject to the withholding of
the corporate income tax.

Pursuant to the applicable provisions of the PRC Individual Income Tax Law ({FFZEEA RLFEEA AT
B#i%)) and its implementation regulations and provisions relating to the Announcement of the State
Administration of Taxation in relation to the Administrative Measures on Preferential Treatment Entitled by
Non-residential Taxpayers under Tax Treaties (Announcement issued by State Administration of Taxation
2019 No. 35) (BIRH B BHAN EMIEERMRAZIHEFBEER >N E) (AXMBHEBAE2019
F£35%)) (“Notice of Tax Treaty”), the Company will implement the following arrangements in relation
to the withholding of individual income tax for the individual shareholders of H Shares:
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For individual shareholders of H Shares who are Hong Kong or Macau residents or whose country (region)
of domicile is a country (region) which has entered into a tax treaty with the PRC stipulating a tax rate
of 10%, the Company will withhold individual income tax at the rate of 10% on behalf of the individual
shareholders of H Shares in the distribution of final dividend;

For individual holders of H Shares whose country (region) of domicile is a country (region) which has
entered into a tax treaty with the PRC stipulating a tax rate of less than 10%, the relevant shareholders
shall file, report according to the provisions of the Notice of Tax Treaty and enjoy treaty benefits as
well as retain the relevant materials for future reference. If the information submitted is complete, the
Company will withhold and pay individual income tax in accordance with the provisions of PRC tax laws
and the Notice of Tax Treaty. If the relevant individual H Shareholders do not submit the information or
the information submitted is not complete, the Company will withhold and pay individual income tax for
individual holders of H Shares at a tax rate of 10%;

For individual holders of H Shares whose country (region) of domicile is a country (region) which has
entered into a tax treaty with the PRC stipulating a tax rate of over 10% but less than 20%, the Company
shall withhold individual income tax at the agreed actual rate in accordance with the relevant tax treaty
on behalf of such individual shareholders of H Shares in the distribution of final dividend; and

For individual holders of H Shares whose country (region) of domicile is a country (region) which has
entered into a tax treaty with the PRC stipulating a tax rate of 20%, or which has not entered into any
tax agreement with China, or otherwise, the Company shall withhold the individual income tax at a rate
of 20% on behalf of such individual shareholders of H Shares in the distribution of final dividend.

The Company will implement the above-mentioned arrangements in relation to the withholding of individual
income tax for the individual shareholders of H Shares, subject to arrangements as otherwise required
by tax authorities.

PUBLIC FLOAT
As at the Latest Practicable Date, based on the available public information of the Company, so far as

the Directors are aware of, the Company has met the requirements of public float under the Rule 8.08
of the Listing Rules.
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DIRECTORS AND SUPERVISORS

The table below sets out certain information of Directors and Supervisors during the Reporting Period
and as at the Latest Practicable Date:

Name Position

Wang Wenjing (£ 5) Chairman, non-executive Director

Wu Zhengping (REBF) Non-executive Director

Yang Yuchun (I5M%&) Executive Director, President

Chen, Kevin Chien-wen fREX) Independent non-executive Director

Lau, Chun Fai Douglas (Bl{&#2) Independent non-executive Director

Chen Shuning (FR#T) Independent non-executive Director

Guo Xinping (3B%7F) Chairman of the Supervisory Committee, Shareholder

representative Supervisor

Xu Zhoujin (1§ &)Note 7 Shareholder representative Supervisor
Ruan Guangli (Bt337) Independent Supervisor

Ma Yongyi (F57k ) Independent Supervisor

Ren Jie (fER) Employee representative Supervisor
Xia Yuhan (2 EHg)Nete 2 Employee representative Supervisor

The personal information of Directors and Supervisors is set out in the section headed “BIOGRAPHIES
OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT”.

Note 1:  Mr. Zhang Peilin has retired as a Supervisor due to other work arrangements. The extraordinary general
meeting of the Company approved the appointment of Mr. Xu Zhoujin as a Supervisor of the Company
on 8 September 2020 to replace Mr. Zhang Peilin. For details, please refer to the announcements of the
Company dated 4 August 2020 and 8 September 2020, and the circular of the Company dated 13 August
2020.

Note 2:  Mr. Cai Jingsheng has retired as an employee representative Supervisor due to other work arrangements.
Upon the election by the Company’s Employees Representative Meeting, Ms. Xia Yuhan has replaced
Mr. Cai Jingsheng as an employee representative Supervisor of the Company since 8 September 2020.
For details, please refer to the announcement of the Company dated 4 August 2020.
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DISCLOSURE OF INTERESTS

Interests and short positions of Directors, Supervisors and the chief executive in
the Shares, underlying Shares and debentures of the Company and its associated

corporations

As at 31 December 2020, the interests or short positions of the Directors, Supervisors and the chief
executive 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
Hong Kong Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or
short positions which they were taken or deemed to have under such provisions 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, pursuant to the Model Code to be notified to the Company and the Hong Kong
Stock Exchange are as follows:

Name of Directors/Supervisors

Directors
Mr. Wang

Mr. Wu Zhengping®

Mr. Yang Yuchun

Supervisors
Mr. Guo Xinping®

Mr. Xu Zhoujin™®
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Nature of interest

Interest in a controlled
corporation®”
Interest in a controlled
corporation®
Interest in a controlled
corporation
Interest in a controlled
corporation
Beneficial owner
Interest in a controlled
corporation
Beneficial owner
Beneficial owner

Interest in a controlled
corporation
Beneficial owner

Relevant corporation
(including associated
corporation)

The Gompany

Yonyou®

Happiness Investment®
Yonyou Up™

Yonyou®
Yonyou @

Happiness Investment®
Yonyou®
Yonyou®!

Yonyou'

Number and class of
underlying shares of the
relevant corporation (including
associated corporation) held
168,057,643 Domestic Shares (L)®
1,415,653 411 shares (1)

N/A\‘ﬁ)

NA?

1,867,450 shares (1)
80,361,271 shares (L)

N/A®
34,000 shares (L)
128,080,000 shares (1)

250,000 shares (L)

Approximate
percentage of
shareholdings in the
total share capital
of the Company/
relevant corporation
(including
associated
Corporation)®

72.78%

43.28%

6%

100%"

0.06%
246%

16%"
0.00%
3.92%

0.01%

Approximate
percentage of
shareholdings in
the relevant class of
share capital of the
Company®

97.46%

NA

N/A

N/A

N/A
N/A

N/A
N/A
N/A

N/A
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(L) — long position.

The calculation was based on the total number of 217,181,666 Shares in issue of the Company as at 31
December 2020.

The calculation was based on the total number of 162,181,666 Domestic Shares in issue of the Company
as at 31 December 2020.

Mr. Wang is the beneficial owner of 100%, 85.15% and 79.64% equity interest of Beijing Yonyou Technology
Co., Ltd. At AAEHEAEBRAF]), Shanghai Yonyou Consultant Co., Ltd. (B8RRI A AERAT) and
Beijing Yonyou Enterprise Management Research Co., Ltd. Qt R R (b % BB AR AR, respectively,
which in turn holds approximately 28.17%, 11.99% and 3.13% of the issued shares of Yonyou, respectively.
Therefore, Mr. Wang is deemed to be interested in the Shares held by Yonyou.

Yonyou is the holding company of the Company and therefore an associated corporation of the Company.
As at 31 December 2020, Yonyou directly and indirectly held 158,057,643 Domestic Shares of the Company,
which accounted for approximately 72.78% of the total share capital of the Company. As at 23 November
2020, Yonyou entered into an Equity Transfer Agreement with the Shareholding Platform established by
the employees of the Company to propose to transfer the 15,412,716 Domestic Shares held by it to the
Shareholding Platform at RMB9.16 per share as the Incentive Shares (the “Incentive Shares”) under
the Employee Share Ownership Scheme, with the total consideration of RMB141,180,478.56. As at 31
December 2020, the closing procedures of the Transaction was yet to be completed, and the ownership
of the Domestic Shares to be transferred has not been transferred. The Transaction has completed the
closing procedures on 11 January 2021 and the ownership of the 15,412,716 Domestic Shares to be
transferred has been transferred to the Shareholding Platform. The Domestic Shares of the Company
directly and indirectly held by Yonyou has been changed to 142,644,927, accounted for approximately
65.68% of the total share capital of the Company.

Happiness Investment is a limited liability company incorporated in the PRC with a registered capital
of RMB10.00 million and does not have any issued shares under the PRC laws. As the shareholding
percentage of Yonyou in Happiness Investment was 60%, Happiness Investment is deemed as a controlled
corporation of Mr. Wang. In addition, the shareholding percentage of Mr. Wu Zhengping in Happiness
Investment was 15%. Happiness Investment holds 670,784 Domestic Shares of the Company, representing
approximately 0.31% of the total share capital of the Company.

Yonyou Up Information Technology Co., Ltd (BRELESREMARAT) (“Yonyou Up”) is a limited liability
company incorporated in the PRC with a registered capital of RMB200.00 million and does not have
any issued shares under the PRC laws. Yonyou Up is a wholly-owned subsidiary of Yonyou, and Yonyou
holds 100% interests of Yonyou Up. Therefore, Yonyou Up is deemed as a controlled corporation of Mr.
Wang. Yonyou Up holds 7,654,385 Domestic Shares of the Company, representing approximately 3.52%
of the total share capital of the Company.
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(8) Mr. Wu Zhengping directly holds 0.06% of the issued shares of Yonyou. Meanwhile, Gonggingcheng
Youfu Investment Management Partnership Enterprise (LLP) (AEHEEREEEAECEARAEY)
(“Gonggingcheng Youfu”) holds 2.46% of the issued shares of Yonyou. Mr. Wu Zhengping is the
beneficial owner of 80% equity interest of Gongqgingcheng Youfu. Therefore, Mr. Wu Zhengping is deemed
to be interested in the shares of Yonyou held by Gonggingcheng Youfu.

9) Shanghai Yibei Management Consulting Co., Ltd. (E/8&=EEEZEHERAR]) (“Shanghai Yibei”) holds
3.92% of the issued shares of Yonyou. Mr. Guo Xinping is the beneficial owner of 90% equity interest of
Shanghai Yibei. Therefore, Mr. Guo Xinping is deemed to be interested in the shares of Yonyou held by
Shanghai Yibei.

(10) Among the 250,000 shares of Yonyou which Mr. Xu Zhouijin is interested in, 166,700 shares were granted
by Yonyou under a share option scheme. Mr. Xu Zhoujin may exercise his option at the price of RMB37.47
per share in accordance with the relevant arrangement of the share option scheme during the period
from 29 July 2023 to 28 July 2025.

Directors’ and Supervisors’ rights in the subscription of Shares or debentures

As at 31 December 2020, Director Mr. Yang Yuchun had trust benefit units under the Employee Trust Benefit
Scheme and held 1,427,716 Domestic Shares through the Shareholding Platform under the Employee
Share Ownership Scheme. For details, please refer to the “EMPLOYEE TRUST BENEFIT SCHEME” and
the “EMPLOYEE SHARE OWNERSHIP SCHEME” in this Report of Directors.

Save as disclosed above, no right to subscribe for the Shares in or debentures of the Company or other
corporations was granted by the Company, subsidiaries of the Company, the parent Company and/or
its subsidiaries to any Director, Supervisor of the Company or their respective spouses or children aged
under 18, and no such rights to subscribe the above Shares or debentures were exercised by them.
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Interests and short positions of the Substantial Shareholders in the Shares and
underlying Shares of the Company

As at 31 December 2020, as indicated on the register of interests and/or short positions required to
be maintained pursuant to Section 336 of Part XV of the SFO, the substantial Shareholders (other than
Directors, Supervisors and the chief executive of the Company) had the following interests and/or short
positions in the Shares or underlying Shares of the Company:

Approximate Approximate
percentage of percentage of
shareholdings in  shareholdings in
the total share the relevant class

Number and class of capital of the of Share of the
Name of Shareholders Shares held”  Nature of interest Company® Company®
Yonyou® 149,732,474 Domestic Shares (L) ~ Beneficial owner
8,325,169 Domestic Shares (L)  Interest in a controlled
corporation
Total: 158,057,643 72.78% 97.46%
Domestic Shares (L)
UBS Group AG 9,415,901 H Shares () Interest in a controlled 4.34% 1712%
corporation
APG Asset Management N.V.? 2,861,800 H Shares (L)  Investment manager 1.32% 5.20%
APG Groep N.V.® 2,861,800 H Shares (L)  Investment manager 1.32% 5.20%
APG Investments Asia Limited® 2,861,800 H Shares (L)  Investment manager 1.32% 5.20%
Stichting Depositary APG Emerging 2,861,800 H Shares (L)  Investment manager 1.32% 5.20%
Markets Equity Pool®
Stichting Pensioenfonds ABP® 2,861,800 H Shares (L)  Investment manager 1.32% 5.20%
Notes:

(1) (L) = long position.

) The calculation was based on the total number of 217,181,666 Shares of the Company in issue as at 31
December 2020.

3) The calculation was based on the number of 162,181,666 Domestic Shares in issue and 55,000,000 H Shares
in issue as at 31 December 2020, respectively.
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4) As at 31 December 2020, Yonyou directly held 149,732,474 Domestic Shares and indirectly held 8,325,169
Domestic Shares through Happiness Investment and Yonyou Up, respectively. As Happiness Investment and
Yonyou Up were both controlled corporations of Yonyou, Yonyou was deemed to be interested in the Domestic
Shares held by Happiness Investment and Yonyou Up. As at 23 November 2020, Yonyou entered into an
Equity Transfer Agreement with the Shareholding Platform established by the employees of the Company to
propose to transfer the 15,412,716 Domestic Shares held by it to the Shareholding Platform at RMB9.16 per
share as the Incentive Shares under the Employee Share Ownership Scheme, with the total consideration
of RMB141,180,478.56. As at 31 December 2020, the closing procedures of the Transaction was yet to be
completed, and the ownership of the Domestic Shares to be transferred has not been transferred. The
Transaction has completed the closing procedures on 11 January 2021 and the ownership of the 15,412,716
Domestic Shares to be transferred has been transferred to the Shareholding Platform. The Domestic Shares
of the Company directly and indirectly held by Yonyou has been changed to 142,644,927, accounted for
approximately 65.68% of the total share capital of the Company.

5) As at 31 December 2020, Stichting Depositary APG Emerging Markets Equity Pool, as the depository of
APG Emerging Markets Equity Pool (the “Fund Pool”), held 2,861,800 H Shares, which accounted for
approximately 1.32% of the total share capital of the Company. Such H Shares are controlled by APG Asset
Management N.V., as the manager of the Fund Pool, and APG Investments Asia Limited (the wholly-owned
subsidiary of APG Asset Management N.V.), as the deputy manager of the Fund Pool. APG Asset Management
N.V. is wholly-owned by APG Groep N.V., which is in turn owned as to 92.16% equity interest by Stichting
Pensioenfonds ABP. Therefore, APG Asset Management N.V., APG Investments Asia Limited, APG Groep
N.V. and Stichting Pensioenfonds ABP are all be deemed to be interested in the 2,861,800 H Shares held
by Stichting Depositary APG Emerging Markets Equity Pool.

Save as disclosed above, as at 31 December 2020, so far as the Directors, Supervisors and the chief
executive of the Company are aware of, no other persons have any interests and/or short positions in
the Shares or underlying Shares of the Company which were required, pursuant to Section 336 of Part
XV of the SFO, to be recorded in the register kept under such provisions.

MAJOR CLIENTS AND SUPPLIERS

As the consolidated turnover from the five largest clients of the Group was no more than 30% of the total
turnover of the Group in 2020, the Group is not subject to the risk of relying on major clients. Except for
a few of the clients who are granted an average trade credit term around 90 days by the Group, other
clients are required to make payment in advance.
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For the year ended 31 December 2020, the total purchases made by the Group from the five largest
suppliers amounted to RMB29.85 million, accounting for 43.24% of the total purchases of the year. In
particular, the purchases from the largest supplier amounted to RMB11.86 million, accounting for 17.18%
of the total purchases of the year.

For the year ended 31 December 2020, Execution (Beijing) Internet Co., Ltd. (‘Execution (Beijing)”)
@FITHAELR) BRI AR A7) ranked as the fourth largest supplier of the Group. The purchases made
by the Group from Execution (Beijing) amounted to RMB2.60 million, accounting for 3.77% of the total
purchases of the year. Yonyou Chuangxin Investment holds 8.00% of shares in the Execution (Beijing).
Yonyou Chuangxin Investment was owned by Yonyou and Happiness Investment as to 99% and 1%,
respectively. Yonyou Chuangxin Investment is deemed as a controlled corporation of Mr. Wang Wenjing,
Director Mr. Wang Wenjing therefore is deemed to be interested in the shares of Execution (Beijing) held
by Yonyou Chuangxin Investment; Gonggingcheng Youfu holds approximately 2.19% of shares of the
Execution (Beijing) and Mr. Wu Zhengping is the beneficial owner of 80% equity interest of Gonggingcheng
Youfu, Director Mr. Wu Zhengping therefore is deemed to be interested in the shares of Execution (Beijing)
held by Gonggingcheng Youfu. Apart from that, to the best knowledge of the Directors, none of the
Directors nor their associates or any Shareholders (who to the knowledge of the Board owns 5% or more
share capital of the Company) was interested in the five largest suppliers of the Group.

USE OF PROCEEDS

The Company’s H Shares were listed and commenced trading on the Hong Kong Stock Exchange on
26 June 2014, from which the Company raised proceeds totaling HK$900.90 million. After deducting
relevant expenses of issuance, the net proceeds was HK$854.96 million. The Company disclosed in the
Prospectus that the net proceeds raised from the listing had been planned to be used for the following
purposes within two years. To the extent that the net proceeds are not immediately applied to the
purposes below, the Company intends that such proceeds will be placed in short-term interest-bearing
instruments or money market funds with licensed banks or financial institutions in the PRC or Hong Kong.

According to the intended use of proceeds disclosed in the Prospectus of the Company, the actual usage
and intended timetable for use of the unutilized proceeds as at 31 December 2020 are detailed as follows:
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Intended timetable

Budgeted Actual amount Unutilized for use of the
Planned use amount used amount unutilized amount
HK$ HK$ HK$
For the R&D and marketing of the T* Approximately Approximately Approximately ~ On or before 31
series software products 290.69 million 276.36 million 14.33 million December 2021
For the R&D of our cloud platform and Approximately Approximately Approximately  On or before 31
innovative application products 194.08 million 193.33 million 0.75 million December 2021
To support the marketing and operation of Approximately Approximately Approximately  On or before 31
our cloud services 199.21 million 141.55 million 57.66 million December 2022
To acquire relevant business and assets Approximately Approximately Approximately  On or before 31
compatible with our business strategies 85.49 million 4.66 million 80.83 million December 2022
and subject to
the identification
of target(s) by the
Company
To fund our general working capital Approximately Approximately Approximately  On or before 31
85.49 million 85.07 million 0.42 million December 2021
Approximately Approximately Approximately
Total 854.96 million 700.97 million 153.99 million

As at 31 December 2020, the unutilized proceeds of the Company are primarily for acquisition of
relevant business and assets compatible with our business strategies and the balance from promotion
and operation of the cloud services, mainly due to the fact that the Company has not yet identified any
relevant business and assets compatible with our business strategies, and also arranged expenses used
for marketing and operation of the cloud services according to our business strategies as appropriate.
The unutilized balance of the net proceeds has been deposited into the reputable banks in Hong Kong
and the PRC, the Company will continue to utilize it in accordance with the abovementioned intended
timetable.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES

For the year ended 31 December 2020, neither the Company nor any of its subsidiaries purchased, sold
or redeemed any listed securities of the Company.

PROPERTY, PLANT AND EQUIPMENT

For the year ended 31 December 2020, the new property, plant and equipment of the Group amounted
to RMB1.03 million (2019: RMB2.76 million). Details of the movements are set out in note 13 to the
financial statements.

DISTRIBUTABLE RESERVES

As at 31 December 2020, the Company had RMB41.83 million reserves available for distribution (31
December 2019: RMB98.83 million).

EMPLOYEE AND ORGANIZATION GUARANTEE

As at 31 December 2020, the Group had 1,000 employees in total (31 December 2019: 945 employees).
In order to bolster the rapid development of the cloud service business, the Group will strengthen the
construction of corporate culture on an ongoing basis to enhance corporate cohesion; upgrade the talent
system, and carry out multi-dimensional and three-dimensional training with level, classification and
post division, to continuously improve the systematic ability of internal employees, and strengthen the
concept of professional development; continue to introduce high-end talents in cloud product research
and development and cloud service business operation and continue to enhance innovative business
capability; the Group has implemented the Employee Share Ownership Scheme and the Long-term
Incentive Bonus Scheme so as to stimulate the creativity and self-drive of employees and promote the
long-term and healthy development of the Group.

TRAINING PROGRAMS

In pursuance with the Chanjet Training Management System, the Group has established and implemented
an annual training plan. By taking into account the applicability of the training needs, the Group has
communicated with each department on the training needs in a timely manner, and established a matching
training course system based on those needs. In addition, the Group continued to enrich the curriculum
content from the three aspects of professional competence, general ability and leadership to meet the
training needs of employees at different levels.
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The Group regarded employee development as the foundation of the Company’s development, and
constantly improved the professionalism and comprehensive skills of employees to help employees
better realize their own value at work. In 2020, we carried out a number of professional competence
trainings, and simultaneously launched the “Silver Training Camp (H#E7I4k%)” project to improve the
comprehensive capabilities of new and reserve cadres. We have introduced excellent training courses
from Yonyou University (A& XE%) and external institutions, developed several courses online and offline
independently and held internal sharing activities regularly. We valued training results and issued training
satisfaction questionnaires after each training. Through analyzing the questionnaires and listening to
employees’ feedbacks, we continuously improved the training system.

In 2020, the total training hours of employees of the Group reached 18,748 hours and an average of
approximately 18.88 hours of training per employee with a participation rate of 99.3%. The Group invested
a total of approximately RMB1,010,000 in training and education.

REMUNERATION POLICY

A Remuneration and Appraisal Committee was established under the Board of the Company, which is
mainly responsible for reviewing the appraisal on and remuneration of the Directors and senior management,
and providing advice and recommendations. Directors (other than independent non-executive Directors)
and Supervisors (other than independent Supervisors) do not receive any remuneration from the Company
for their directorships or supervisorships. The allowances of independent non-executive Directors and
independent Supervisors are considered and determined at the general meeting of the Company. Each
independent non-executive Director is entitled to receive an allowance of RMB150,000 (tax inclusive)
per year while each independent Supervisor is entitled to receive an allowance of RMB80,000 (tax
inclusive) per year. The Remuneration and Appraisal Committee will consider the remuneration policy of
senior management and then proposed to the Board for approval. Such remunerations are determined
mainly based on the position value, remuneration condition in the market, individual ability as well as
the operating results and performance target of the Company.
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Remuneration of the staff of the Company is determined by taking into consideration their respective
rank of positions, segment, business line, region, etc. Remuneration of the staff includes basic salary,
performance-based salary and allowance. Staff’'s salary comprises basic salary and performance-
based salary. In particular, basic salary is payable monthly while performance-based salary is payable
in appropriate forms based on each appraisal period and specific management requirements of the
Company pursuant to the relevant laws and regulations of the PRC. Allowance comprises wage subsidy,
supplementary subsidy, special allowance and welfare benefits, etc. The Company has paid housing
fund and social insurance for its employees on a monthly basis in compliance with relevant national and
local laws and regulations regarding labor and social insurance. In particular, social insurance includes
pension insurance, medical insurance, unemployment insurance, maternity insurance and occupational
injury insurance, etc. During the Reporting Period, details of the remuneration of the staff charged of
the Group were set out in the note 6 to the financial statements. In order to attract, retain and motivate
key talents needed for the achievement of the Company’s strategic objectives, the Company has also
adopted the Employee Trust Benefit Scheme. For details, please refer to “EMPLOYEE TRUST BENEFIT
SCHEME” in the Report of Directors. In order to motivate the enthusiasm and creativity of the Management
Team Members and the core and key employees of the Company, promote the strategic transformation
of the Company, and build a global leading financial and management service platform for MSEs, the
Company has also adopted the Point Scheme. For details, please refer to the “LONG-TERM EMPLOYEE
INCENTIVE POINT SCHEME” in the Report of Directors. In order to improve the incentive constraint
mechanism of the Company to attract, retain and inspire the mid-level and senior management and key
personnel, who are essential for the Company in realizing its strategic goal, to motivate the initiative,
enthusiasm and creativity of the existing employees of the Company, and to facilitate the alignment of
the understanding of the employees and the Company in relation to the medium and long-term strategic
goals and the capital plan of the Company and jointly promote sustainable, healthy, rapid growth of the
business of the Company and realize the comprehensive transformation of cloud business, to achieve
the planned strategic goal, the Company newly adopted an Employee Share Ownership Scheme and a
Long-term Incentive Bonus Scheme in December 2020. For details, please refer to “EMPLOYEE SHARE
OWNERSHIP SCHEME” and “LONG-TERM INCENTIVE BONUS SCHEME” in the Report of Directors.

PENSION SCHEME

Details of pension scheme of the Group are set out in note 2.4 and note 6 to the financial statements.
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EMPLOYEE TRUST BENEFIT SCHEME

The Company adopted the Employee Trust Benefit Scheme at the annual general meeting convened
on 8 June 2015. The Employee Trust Benefit Scheme is a long-term incentive scheme designed for
the Scheme participants of the Company and its subsidiaries, with Domestic Shares and/or H Shares
as target shares, trust beneficial right subject to effective conditions as incentive tool and trust benefit
units determined by the trustees as unit of measurement. The Employee Trust Benefit Scheme has
been amended at the annual general meeting convened by the Company on 18 May 2016. For details
about the specific terms of and amendments to the Employee Trust Benefit Scheme, please refer to the
announcements of the Company dated 13 April 2015, 8 June 2015, 31 March 2016 and 18 May 2016,
and the circulars of the Company dated 23 April 2015 and 29 April 2016.

On 5 June 2020, the Board considered and approved the resolutions in relation to the third unlocking
of the trust benefit units under the fourth grant pursuant to the Employee Trust Benefit Scheme, and
according to the resolutions, save and except for some scheme participants under the fourth grant who
had terminated or released his/her labor contract with the Company, which has disqualified themselves
as the Employee Trust Benefit Scheme participants, and some scheme participants who have agreed
to waive the unlocked trust benefit units due to joining the Point Scheme, the unlocking conditions of
the remaining scheme participants under the fourth grant to unlock 40% of their trust benefit units were
fulfiled on 5 June 2020. For details about the implementation of the Employee Trust Benefit Scheme
during the Reporting Period, please refer to the announcement of the Company dated 5 June 2020.

As at 31 December 2020, trust benefit units of Directors and Supervisors are set out as follows:

Proportion of

the trust benefit

unit granted to

the total trust

benefit units

granted in the

Name Position fourth grant

Yang Yuchun Executive Director, President 47.55%

As at the end of the Reporting Period, the actual amount of proceeds used by the Company for the
Employee Trust Benefit Scheme was approximately HK$74.93 million.
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LONG-TERM EMPLOYEE INCENTIVE POINT SCHEME

In order to motivate the enthusiasm and creativity of the management team members and the core and
key employees of the Company, promote the strategic transformation of the Company, and build a global
leading financial and management service platform for MSEs, the Board has approved the adoption of the
Point Scheme on 29 March 2019. In order to give fully play to realise the purpose of the Point Scheme
to continuously incentivise, on 25 May 2020, the Board has, pursuant to the Point Scheme, considered
and approved the resolution to amend a term of the Point Scheme in relation to the limit on the number
of Points to be granted. According to the amended Point Scheme, a certain number of Points will be
granted by the Company to the participants annually over a three-year period during the validity period of
the Point Scheme. After the conditions for the points becoming effective have been satisfied, the number
of points actually becoming effective shall be determined in accordance with annual performance, the
point proceeds shall be calculated, the points shall be redeemed in cash and the point proceeds shall
be distributed to the participants in installments. The total number of Points that can become effective
after being granted during the validity period of the Point Scheme shall not exceed 150,000 points. In
principle, the points that can be granted for each point granting year during the point granting period
shall not exceed the annual quota for that point granting year, being 70,000 points, 40,000 points and
40,000 points, respectively. The exact number shall be considered and approved by the Board based on
the actual operations and incentive requirements of the Company during the point granting year. If, as a
result of the total number of Points granted in a point granting year not exceeding the abovementioned
annual quota, and if the Granted Points become ineffective due to changes in circumstances of the
Participants, the grant of the remainder and the ineffective portion may be deferred to the next point
granting year (i.e. increasing the annual quota for the next Point granting year), but those Points which
have not been completely granted in the third point granting year cannot be granted in such deferred
manner. For details about the specific terms of and amendments to the Point Scheme, please refer to
the announcements of the Company dated 29 March 2019 and 25 May 2020, respectively.
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On 30 March 2020, the Board considered and approved the resolution in relation to 60,655 points granted
under the 2019 Initial Point Grant and the 2019 Supplemental Point Grant becoming effective. On 25 May
2020, the Board considered and approved the 2020 initial point grant pursuant to the Point Scheme,
under which a total of 48,641 points are granted to 104 designated participants. On 28 December 2020,
the Board considered and approved the 2020 supplemental point grant pursuant to the Point Scheme,
under which a total of 534 points are granted to 3 designated participants.

In light of the adoption of the Employee Share Ownership Scheme and the Long-term Incentive Bonus
Scheme by the Company on 28 December 2020, the Board considered and approved the cancellation
of the granting of Points to the Participants in 2021 (the “Cancellation of 2021 Point Grant”). The
Cancellation of 2021 Point Grant will not affect the validity of the Points granted pursuant to the Point
Scheme. For the 60,655 Points granted under the 2019 Initial Point Grant and the 2019 Supplemental
Point Grant which have become effective, the corresponding Point Proceeds that are not yet distributed
shall continue to be distributed to the Participants in installments in accordance with the provisions of
the Point Scheme. Upon satisfaction of the conditions for the Points becoming effective in relation to
the 49,175 Points granted under the 2020 Initial Point Grant and the 2020 Supplemental Point Grant,
the actual number of Effective Points shall be determined pursuant to the annual performance and the
corresponding Point Proceeds shall be calculated and redeemable in cash and the corresponding Point
Proceeds shall be distributed to the Participants in installments.

For details of the 2019 Initial Point Grant and the 2019 Supplemental Point Grant becoming effective,
the 2020 Initial Point Grant, the 2020 Supplemental Point Grant and the Cancellation of 2021 Point
Grant, please refer to the announcements of the Company dated 30 March 2020, 25 May 2020 and 28
December 2020.

EMPLOYEE SHARE OWNERSHIP SCHEME

In order to improve the incentive constraint mechanism of the Company to attract, retain and inspire the
mid-level and senior management and key personnel, who are essential for the Company in realizing
its strategic goal, to motivate the initiative, enthusiasm and creativity of the existing employees of the
Company, and to facilitate the alignment of the understanding of the employees and the Company in
relation to the medium and long-term strategic goals and the capital plan of the Company and jointly
promote sustainable, healthy, rapid growth of the business of the Company, the Company adopted an
Employee Share Ownership Scheme at the extraordinary general meeting held on 28 December 2020. For
details of the Employee Share Ownership Scheme, please refer to the announcements of the Company
dated 23 November 2020, 28 December 2020 and the circular of the Company dated 10 December 2020.
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On 28 December 2020, the Board has considered and approved the grant of the Incentive Shares under
the Employee Share Ownership Scheme, being 15,412,716 Domestic Shares, representing approximately
710% of the Company’s total issued share capital as at 28 December 2020, to 158 Employee Share
Ownership Scheme participants. Further details of the grant of the Incentive Shares under the Employee
Share Ownership Scheme are set out as follows:

Approximate

percentage of
the number of Approximate
the Incentive  percentage of
Shares granted  the number of
to the total the Incentive
number of Shares granted
the Incentive to the total
Shares granted issued share
under the capital of the
Number of the Employee Share Company as at

Incentive Shares Ownership 28 December
No. Name Position granted Scheme 2020
(%) (%)
1. Director and Supervisor
Yang Yuchun Executive Director 1,427,716 9.26 0.66
and President
2, Mid to senior level management personnel, experts
and other key personnel
157 other Employee Share Ownership 13,985,000 90.74 6.44
Scheme participants
TOTAL 15,412,716 100.00 710

The abovementioned Incentive Shares have been transferred by Yonyou, the controlling shareholder, to
the shareholding platforms at the holding price of RMB9.16 per share and will be subject to the lock-
up provisions under the Employee Share Ownership Scheme. The funds involved in the holding of the
Incentive Shares shall be contributed in cash and paid in one lump sum by the Employee Share Ownership
Scheme participants in accordance with the terms of the Employee Share Ownership Scheme, and the
source of which shall be their legal salaries, self-raised funds and other methods as permitted under
the laws and regulations.

For details, please refer to the announcement of the Company dated 28 December 2020.
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LONG-TERM INCENTIVE BONUS SCHEME

In order to improve the incentive constraint mechanism of the Company to attract, retain and inspire the
mid-level and senior management and key personnel, who are essential for the Company in realizing
its strategic goal, to motivate the initiative, enthusiasm and creativity of the existing employees of the
Company, and to facilitate the alignment of the understanding of the employees and the Company in
relation to the medium and long-term strategic goals and the capital plan of the Company and jointly
promote sustainable, healthy, rapid growth of the business of the Company and realize the comprehensive
transformation of cloud business, to achieve the planned strategic goal, the Company approved and
adopted a Long-term Incentive Bonus Scheme at the extraordinary general meeting held on 28 December
2020. For details of the Long-term Incentive Bonus Scheme, please refer to the announcements of the
Company dated 23 November 2020, 28 December 2020 and the circular of the Company dated 10
December 2020.

On 28 December 2020, the Board has considered and approved the list of the Long-term Incentive Bonus
Scheme participants under the Long-term Incentive Bonus Scheme, which comprises Mr. Yang Yuchun,
the executive Director and the President of the Company, and 157 other mid to senior level management
personnel, experts and key personnel of the Group. For details, please refer to the announcement of the
Company dated 28 December 2020.

REMUNERATION OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Details of the remunerations of Directors, Supervisors and the chief executive of the Company are set
out in note 8 to the financial statements. The remuneration of other persons who served as the senior
management of the Company during the Reporting Period was within the following ranges:

2020 2019
(person) (person)

RMB1 million or below 6
RMB1 million to RMB2 million (inclusive) 5 7
RMB2 million to RMB3 million (inclusive) 2 -
RMBS3 million to RMB4 million (inclusive) - 1
Total 13 11

The abovementioned remunerations are inclusive of the equity-settled share-based payment expense
relating to the trust benefit units and/or the incentive shares granted to such individuals in recognition
of their contributions to the Group. Further details are disclosed in note 28 to the financial statements.
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SERVICE CONTRACTS WITH DIRECTORS AND SUPERVISORS

The Company has entered into service contracts with all Directors and Supervisors, with the maximum
term of three years. No service contract that cannot be terminated by the Group within one year without
paying any compensation (other than the statutory compensation) was entered or is to be entered into
between Directors or Supervisors and members of the Group.

DIRECTORS’ AND SUPERVISORS’INTERESTSIN TRANSACTION,ARRANGEMENT
OR CONTRACTS

Save as disclosed in the section headed “CONNECTED TRANSACTION?” in this Report of Directors and
note 33 to the financial statements, no material transaction, arrangement or contracts relating to the
business of the Group, to which the Company or any of its subsidiaries was a party and in which Directors
and/or Supervisors of the Company (or entities connected to such Directors and/or Supervisors) had
material interest, either directly or indirectly, subsisted at the end of the year or at any time during the year.

MANAGEMENT CONTRACTS

During the Reporting Period, the Company did not enter into nor had any contracts in relation to the
management of the entire or substantial business of the Company.

CONTROLLING SHAREHOLDERS’ INTERESTS IN MATERIAL CONTRACTS

Save as disclosed in the “CONNECTED TRANSACTION” in this Report of Directors, during the Reporting
Period, neither the Company nor any of its subsidiaries has entered into any material contract with the
controlling Shareholders (as defined in the Listing Rules) or any of its subsidiaries. And there is no entering
into of any material contract in respect of the services provided by the controlling Shareholders or any
of its subsidiaries to the Company or any of its subsidiaries.

PERMITTED INDEMNITY PROVISIONS

During the Reporting Period and as at the Latest Practicable Date, no permitted indemnity provision
which benefits any of the Directors or Supervisors of the Company was in force or is currently in force
(whether made by the Company or otherwise) or the Directors or Supervisors of an associated corporation
of the Company (if made by the Company).

The Company has arranged appropriate liability insurance for Directors and Supervisors concerning the
relevant legal action they may be faced with.
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DONATIONS
During the Reporting Period, no donation was made by the Company (2019: nil).
NON-COMPETITION UNDERTAKINGS

Independent non-executive Directors have reviewed the compliance of the Non-Competition Agreement
and its supplemental agreement by Yonyou, the controlling Shareholder of the Company, and Mr. Wang
(collectively, the “Covenantors”) as well as the compliance of the Confirmation (defined as below) and
the amended Confirmation by Yonyou and its associates (other than the Company and its subsidiaries).

Independent non-executive Directors have confirmed that, the Covenantors have been in compliance
with the terms of such agreements from 1 January 2020 to 31 December 2020, details of which are set
out as follows:

Non-Competition Agreement and its supplemental agreement

In order to protect the interests of the Company and its Shareholders as a whole, the Covenantors and
their respective associates (other than the Company and its subsidiaries) made the following declarations
to the Company:

1. The Covenantors entered into the Non-Competition Agreement with the Company in favor of
the Company on 17 February 2014, pursuant to which, including but not limited to (among other
things), save for the exceptions stipulated in the Non-Competition Agreement, the Covenantors will
not and will use their best endeavors to procure their associates shall not, directly or indirectly,
at any time during the relevant period, carry out, be engaged in, invest in, participate in, attempt
to participate in, render any services to, provide any financial support to or otherwise be involved
in or interested in, whether alone or jointly with other persons and whether directly or indirectly
or on behalf of or to assist or act in concert with any other person, any business in competition
or will compete or may compete, directly or indirectly, with the restricted business. In addition,
for the existing and future restricted businesses, the Covenantors will provide the Company with
pre-emptive rights and the options for acquisition;

2. The Covenantors and the Company entered into the supplemental non-competition agreement
on 21 October 2016 (approved at the extraordinary general meeting of the Company held on 30
December 2016), pursuant to which, the payment service business shall be excluded from the
scope of restricted business under the Non-Competition Agreement;
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3. The Covenantors confirmed that, from 1 January 2020 to 31 December 2020, the Covenantors and
their respective associates (other than the Company and its subsidiaries) strictly complied with and
implemented the provisions of the Non-Competition Agreement and its supplemental agreement,
and did not infringe any provisions of the Non-Competition Agreement and its supplemental
agreement under any circumstances; and

4. The Covenantors have provided all necessary information to the independent non-executive
Directors of the Company for their inspection on the implementation of the Non-Competition
Agreement and its supplemental agreement.

Confirmation

In order to guarantee the interests of the Company and its Shareholders as a whole, Yonyou and its
associates (other than the Company and its subsidiaries) made the following declarations to the Company:

1. In order to avoid any existing or potential competition, on 11 April 2014, Yonyou issued a written
confirmation (the “Confirmation”) in relation to cloud service business and payment business that
(i) neither Yonyou nor any of its associates (other than through the Company) invest in, is engaged
in, operate or participate in, or will be engaged in, operate or participate in, directly or indirectly,
the public cloud platform and cloud services designed for MSEs; and (ii) neither Yonyou nor any
of its associates (other than through the Company and its subsidiary, Chanjet Payment) invest in,
is engaged in, operate or participate in, or will engage in, operate or participate in, directly and
indirectly, any business that competes or may compete with the payment services of non-financial
institutions as defined under the Measures for the Administration of Payment Services of Non-
Financial Institutions ((GE£RIEESMRIEEIEHHE) ), as amended from time to time;

2. On 21 October 2016, Yonyou amended the Confirmation to the effect that payment service business
shall be excluded from the relevant undertakings made by Yonyou under the Confirmation, and
such amendments were approved at the extraordinary general meeting of the Company held on
30 December 2016;

38 Yonyou confirmed that from 1 January 2020 to 31 December 2020, Yonyou and its associates (other
than the Company and its subsidiaries) strictly complied with and implemented the provisions of
the Confirmation, and did not infringe any provisions of the Confirmation under any circumstances;
and

4, Yonyou has provided all necessary information to the independent non-executive Directors of the
Company for their inspection on the implementation of the Confirmation.
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The Board has received annual declarations from the Covenantors for their compliance and execution of
Non-Competition Agreement and its supplemental agreement, and Yonyou and its associates (excluding
the Company and its subsidiaries) for their compliance and execution of the Confirmation.

CONNECTED TRANSACTIONS
1. Non-exempt connected transactions
Sale Domestic Shares for the implementation of the Employee Trust Benefit Scheme

To implement the Employee Trust Benefit Scheme of the Company, the Company entrusted the
trustee to sell to or purchase from, domestic shareholders or secondary market, the Target Shares.

As certain Employee Trust Benefit Scheme participants applied for exercising their trust beneficial
rights, on 5 June 2020, National Trust, entrusted by the Company, entered into the Equity Transfer
Agreement with Yonyou Up, pursuant to which National Trust agreed to sell 1,125,000 Domestic
Shares of the Company held by National Trust to Yonyou Up at an aggregate consideration of
RMB9,630,000; on 5 June 2020, Hwabao Trust, entrusted by the Company, entered into the
Equity Transfer Agreement with Yonyou Up, pursuant to which Hwabao Trust agreed to sell
55,000 Domestic Shares of the Company held by Hwabao Trust to Yonyou Up at an aggregate
consideration of RMB470,800.

To implement the Employee Trust Benefit Scheme, the Company has entrusted Hwabao Trust
and National Trust to set up the trust. Yonyou Up is a subsidiary of the parent company, the
controlling Shareholder of the Company, it is therefore a connected person of the Company as
defined under the Listing Rules. Accordingly, the above equity transfer transactions constitute
connected transactions of the Company pursuant to the Listing Rules.

For details of the above transactions, please refer to the announcement of the Company dated
5 June 2020.
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2. Continuing connected transactions
2.1 Connected persons

On 31 December 2020, Yonyou directly and indirectly holds 72.78% (note: it has been
changed to 65.68% as of 11 January 2021) of the issued share capital of the Company and
is therefore the controlling Shareholder of the Company. Pursuant to Rule 14A.07 of the
Listing Rules, Yonyou and its associates are connected persons of the Company. Accordingly,
the transactions between the Group and Yonyou and/or its associates constitute continuing
connected transactions under Chapter 14A of the Listing Rules.

2.2 Non-exempt continuing connected transactions
Property Leasing Framework Agreement
Due to the demands for business development, the Company and Yonyou entered into a
new Property Leasing Framework Agreement on 28 December 2018, which shall be effective
from 1 January 2019 to 31 December 2021. The proposed annual caps for the transactions

under the new Property Leasing Framework Agreement are as follows:

For the year ended 31 December

2019 2020 2021
RMB RMB RMB
Proposed annual caps 7,482,100 9,267,100 11,417,900

For details of the above transactions, please refer to the announcement of the Company
published on 28 December 2018.

The annual cap for the annual rental payment of the year 2020 was RMB9,267,100, while
the actual annual rental payment amounted to approximately RMB6,675,920.

The Company has confirmed that the specific implementation of the aforesaid continuing

connected transactions during the Reporting Period has followed the pricing principles of
such continuing connected transactions.
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2.3 Confirmation from independent non-executive Directors and the auditor of the
Company

The independent non-executive Directors have reviewed the aforesaid continuing connected
transactions and confirmed that:

(i) such transactions were entered into on normal commercial or better terms;
(if) such transactions were entered into in the ordinary course of business of the Group;
and

(iii) such transactions were conducted pursuant to the agreements, the terms and
conditions of which are fair and reasonable, and in line with the overall development
strategy of the Group and in the interests of the Company and the Shareholders as
a whole.

The auditor of the Company has performed certain agreed procedures in relation to the
aforesaid continuing connected transactions, and issued a letter to the Board, stating that:

(i) the aforesaid continuing connected transactions have obtained approval from the
Board;
(if) the pricing of the continuing connected transactions in relation to the provision

of goods and services by the Group was determined, in all material respects, in
accordance with pricing policy of the Group;

(iii) the aforesaid continuing connected transactions were carried out, in all material
respects, pursuant to relevant agreements regulating such transactions; and

(iv)  the aforesaid continuing connected transactions did not exceed their respective
annual caps for the year ended 31 December 2020 as set out in the transaction
announcement.

Details of related party transactions entered into in the ordinary course of business of the
Group during the Reporting Period are set out in note 33 to the financial statements. Save as
disclosed above, no related party transactions set out in note 33 to the financial statements
constitute disclosable connected transactions or continuing connected transactions under
the Listing Rules. The Company has complied with the disclosure requirements under
Chapter 14A of the Listing Rules in respect of its connected transactions and continuing
connected transactions.
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PRE-EMPTIVE RIGHTS

According to the laws of the PRC and the Articles of Association of the Company, there are no provisions
on the pre-emptive rights to offer new Shares by the Company to its existing Shareholders on a pro
rata basis.

MATERIAL LEGAL MATTERS

So far as the Board is aware of, as at 31 December 2020, the Group was not involved in any material
litigation or arbitration, and there was no legal litigation or claims pending or may be raised which might
significantly threaten the Group.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group has formulated compliance procedures to ensure compliance with applicable laws, rules and
regulations with a significant impact on it. The Group maintains strict review procedures in the process
of decision-making on investment and M&A, strategic adjustment, listing compliance, asset restructuring
of major business, research and development of key products, development of national market, brand
and intellectual property protection and other material events. The Company has also engaged Hong
Kong and PRC legal advisers to provide legal advice for the Company and ensure compliance with laws,
regulations and rules. In addition, relevant employees of the Group will be informed of any changes in
applicable laws, regulations and rules from time to time.

The Company has complied with all laws and regulations in relation to copyright of computer software,
operation of telecommunication business, protection of Internet information and users’ personal information
and online trading, and has not been subject to any material penalty in respect of the above aspects
by any regulatory department.

In order to protect its intellectual properties, the Group has registered its domain name, and registered
or applied for a number of trademarks, patents and software copyrights for multiple categories in the
PRC and other relevant jurisdictions and taken all appropriate measures as required for safeguarding
its intellectual properties.
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ENVIRONMENTAL POLICIES AND PERFORMANCE

During the Reporting Period, in strict compliance with the relevant national regulations on disposal of gas
and solid emissions, the Group improved the emissions management system, identified any potential type
of emissions generating in the course of production and operation and studied to determine emissions
disposal methods, so as to reduce waste emissions. During the Reporting Period, there were no material
non-compliance accidents in terms of environment protection for the Group. The Group is committed to
promoting environmental knowledge and advocating green life. The Group called on all the employees to
build up the concept of environmental protection and energy saving, and strictly follow relevant laws and
regulations in relation to environmental protection and energy saving; and it had prepared an Environmental
Protection and Energy Saving Manual (GR{REngeF) and produced the bulletin boards themed “Energy
Saving Propaganda” on a regular basis, in order to guide and supervise environmental protection and
energy saving by all the employees. Meanwhile, the Group enhanced its energy management to create
green office, based on the effect of its own offices on environment and by using information technology.
There were no emissions of Ozone Depleting Substances (ODS) and other air pollutants regulated by
laws and regulations during the production course of the Group. The Group would reduce the use of
packaging under the Policy on Distinguishing Sales of Cloud Encryption Products and Packaging (I
REMESEE D HEERER), and has undertook that, its business activities would not have any material
effect on the environment and natural resources.

The above measures are designed to reduce resource consumption and environmental pollution, and
in line with the Group’s strategy to cut operating cost. For further details of the environmental policies
and performance of the Company, please refer to the environmental, social and governance report to
be published by the Company.
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AUDITORS

At the 2019 annual general meeting of the Company held on 8 June 2020, the Company re-appointed
Ernst & Young as the international auditor of the Company for the year ended 31 December 2020 and
appointed Ernst & Young Hua Ming LLP as the PRC auditor of the Company for the year ended 31
December 2020. Ernst & Young has audited the accompanying financial statements which were prepared
in accordance with the IFRSs. Ernst & Young was the reporting accountant of the Company during the
listing period and the Company has not changed its auditors since the Listing Date.

On behalf of the Board
Wang Wenjing
Chairman

26 March 2021
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During the Reporting Period, all members of the Supervisory Committee of the Company earnestly
safeguarded the interest of the Company and Shareholders as a whole, and prudently and honestly
performed their duties in compliance with requirements of Company Law of the PRC, relevant regulations
and the Articles of Association; Supervisors of the Company attended all the Board meetings held in
the year and supervised operating activities and financial condition of the Company as well as the
performance of duties of Directors and senior management of the Company, thereby promoting the
Company’s standard operation and healthy development.

During the Reporting Period, the Supervisory Committee paid close attention to the major activities
of operation and management. The Supervisory Committee convened regular meetings to consider
resolutions in relation to the financial reports of the Company and supervised the financial tasks and
financial condition of the Company in a timely manner. Employee representative Supervisors attended
the monthly President’s office meetings of the Company held in 2020, effectively performed their duties
in supervising the operation and management and procedures of the Company.

During the Reporting Period, a total of four meetings were convened by the Supervisory Committee. At
the first meeting of the third session of the Supervisory Committee for the year 2020 convened on 27
March 2020, the 2019 Annual Report, 2019 Final Financial Accounts, 2019 Profit Distribution Schemes,
2019 Internal Control Review Report, 2019 Report of Supervisory Committee and 2019 Report of Directors
were considered and approved; at the second meeting of the third session of the Supervisory Committee
for the year 2020 convened on 4 August 2020, Resolution on the Nomination of Mr. Guo Xinping as a
Shareholder Representative Supervisor Candidate of the Fourth Session of the Supervisory Committee,
Resolution on the Nomination of Mr. Xu Zhoujin as a Shareholder Representative Supervisor Candidate
of the Fourth Session of the Supervisory Committee, Resolution on the Nomination of Mr. Ruan Guangli
as an Independent Supervisor Candidate of the Fourth Session of the Supervisory Committee and
Resolution on the Nomination of Mr. Ma Yongyi as an Independent Supervisor Candidate of the Fourth
Session of the Supervisory Committee were considered and approved; at the third meeting of the third
session of the Supervisory Committee for the year 2020 convened on 28 August 2020, the 2020 Interim
Report was considered and approved; and at the first meeting of the fourth session of the Supervisory
Committee for the year 2020 convened on 8 September 2020, Resolution on the Election of Mr. Guo
Xinping as the Chairman of the Fourth Session of the Supervisory Committee was considered and
approved. All Supervisors attended the above meetings. During the Reporting Period, the Supervisory
Committee supervised the convening procedures and resolutions of the general meetings and the Board
meetings of the Company, the implementation of resolutions approved at the general meetings by the
Board, senior management’s performance of their duties and implementation of the management system
of the Company in accordance with requirements of relevant laws and regulations of the PRC as well as
the Articles of Association. Given the supervisory work mentioned above, the Supervisory Committee
is of the view that the Company has established a comprehensive corporate governance structure and
internal control system; the Company operated strictly in accordance with the standards stipulated in
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the laws and regulations of the PRC and the Articles of Association, while the convening procedures of
general meetings and the Board meetings, rules of procedures and resolution procedures were lawful and
valid; It is not aware of any breaches of laws and regulations of the PRC and the Articles of Association
or prejudice to the Company'’s interests by any Directors and senior management when performing their
duties for the Company. The relatively sound internal control system of the Company promoted the legal
operation of the Company, and ensured the asset safety and operation efficiency of the Company.

During the Reporting Period, the Supervisory Committee examined the financial structure and financial
condition of the Company in a serious and careful manner and considered that the Company maintained
healthy financial condition in 2020. The standard unqualified audit report issued by Ernst & Young and
Ernst & Young Hua Ming LLP and their opinions on the matters involved were objective and fair. The
financial report of the Company for the year 2020 gave a true picture of the financial condition and
operating results of the Company.

During the Reporting Period, members of the Supervisory Committee attended the Board meetings of
the Company. The Supervisory Committee had no objections to the contents of reports and resolutions
proposed by the Board at the general meetings. The Supervisory Committee supervised the implementation
of resolutions approved at the general meetings and considered that the Board had duly performed
relevant resolutions approved at the general meetings.

On behalf of the Supervisory Committee
Guo Xinping
Chairman of the Supervisory Committee

26 March 2021
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CORPORATE GOVERNANCE

During the Reporting Period, the Company strictly complied with requirements under the Company Law
of the PRC, the Securities Law of the PRC and other laws and regulations, and requirements stipulated
by domestic and overseas regulatory institutions to establish a standard and sound corporate governance
structure while continuously committed to maintaining the corporate governance at a high level to improve
the long-term value for Shareholders.

CORPORATE GOVERNANCE STRUCTURE

Ve

Generg)
Meeting
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CORPORATE GOVERNANCE DOCUMENTS

At present, the regulatory documents on corporate governance of the Company include but not limited
to the followings:

1. Articles of Association;

2. Rules of Procedure of General Meeting;

3. Rules of Procedure of Board;

4. Rules of Procedure of Supervisory Committee;

ok Working Rules of Strategic Committee;

6. Working Rules of Audit Committee;

7. Working Rules of Remuneration and Appraisal Committee;

8. Working Rules of the Nomination Committee;

9. Working System for Independent Directors;

10. Working Rules of President;

11. Board Diversity Policy;

12. Shareholders Communications Policies; and

13.  Dividend Policy.
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The Board has reviewed the above-mentioned documents in relation to corporate governance adopted
by the Company, and considered that such documents have met the requirements of all code provisions
of the Corporate Governance Code and Corporate Governance Report as set out in Appendix 14 to
the Listing Rules. The corporate governance code adopted by the Company is more stringent than the
code provisions set out in the Corporate Governance Code and Corporate Governance Report in the
following aspects:

1. Apart from the Audit Committee, Remuneration and Appraisal Committee and Nomination
Committee, the Company has also established the Strategic Committee.

2. Independent non-executive Directors are required to review the information in relation to the
compliance and implementation of the Non-Competition Undertakings data provided by the
controlling Shareholder at least once a year.

CORPORATE GOVERNANCE CODE AND CORPORATE GOVERNANCE REPORT

During the Reporting Period and as at the Latest Practicable Date, the Company had fully complied
with the requirements set out in the Corporate Governance Code and Corporate Governance Report.

SECURITIES TRANSACTIONS BY DIRECTORS AND SUPERVISORS

The Company has adopted the Model Code set out in Appendix 10 to the Listing Rules, and requires
Directors and Supervisors to deal with securities in accordance with the Model Code. The Model Code
is also applicable to the senior management of the Company. After making specific enquiries by the
Company, all Directors and Supervisors of the Company confirmed that they had fully complied with the
Model Code during the Reporting Period.
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BOARD

The composition of the Board and the relevant information during the Reporting Period and as at the

Latest Practicable Date are set out as follows:

Director

Mr. Wang Wenjing (E3CRE4)

Mr. Wu Zhengping (RECESLA)

Mr. Yang Yuchun (5% %4

Mr. Chen, Kevin Chien-wen (B X 4)
Mr. Lau, Chun Fai Douglas (2I&#54 )
Mr. Chen Shuning (BRRT54)

Age Position Term of office

56 Non-executive Director, Chairman From 8 September 2020 to 7 September 2023
56 Non-executive Director From 8 September 2020 to 7 September 2023
48  Executive Director, President From 8 September 2020 to 7 September 2023
66  Independent non-executive Director  From 8 September 2020 to 7 September 2023
48  Independent non-executive Director  From 8 September 2020 to 7 September 2023
57 Independent non-executive Director  From 8 September 2020 to 7 September 2023
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The Board currently consists of six members, three of whom are independent non-executive Directors.
According to the Articles of Association, the functions and powers of the Board include, amongst others:

° being responsible for convening the general meetings and reporting on work to the general
meetings;

° implementing the resolutions of the general meetings;

° determining the businesses and investment plans of the Company;

° formulating the annual financial budgets and final financial accounts of the Company;

° formulating the profit distribution schemes and loss remedy plans of the Company;

° formulating the plans for increasing or decreasing registered capital and the issuance of corporate

bonds or other securities as well as the listing scheme of the Company;

° preparing plans for merger, spin-off, dissolution or transformation of the Company;
° preparing plans for major acquisitions and repurchase of the shares of the Company;
° determining such matters as the external investments, purchase/sale of assets, asset pledges,

external guarantees, entrusting wealth management and connected transactions of the Company
within the scope authorized by the general meetings;

° deciding on the structure scheme of the Company’s internal management agency;

° deciding on the structure scheme of the special committees of the Board, appointing or dismissing
the chairman (convenor) of special committees of the Board,;

° appointing or dismissing the president, secretary to the Board, company secretary of the Company;

based on the nomination by the president, appointing or dismissing senior management including
vice president and chief financial officer of the Company and determining their remuneration;
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formulating the basic management system of the Company;
formulating the modification proposal for the Articles of Association;
formulating share incentive schemes of the Company;

managing the information disclosure of the Company;

proposing the appointment or replacement of the accounting firm that provides audit services for
the Company at the general meeting;

listening to the work report made by the president and reviewing the work performance by the
president of the Company;

considering and approving the provision by the Company of any external guarantee other than
those to be approved by the general meeting in accordance with the Articles of Association;

formulating and reviewing the Company’s corporate governance policy and practices;

reviewing and supervising policies and practices regarding the compliance of laws and regulatory
requirements;

reviewing and supervising the training and continuing occupational development for the Directors
and senior management;

reviewing the Company’s compliance with the Corporate Governance Code in the Listing Rules
and disclosure in the Corporate Governance Report;

deciding on other major matters and administrative affairs other than those specified in the laws,
administrative regulations, regulations of the competent authorities, listing rules of the place(s)
where the Company’s shares are listed and the Articles of Association to be decided by the
Shareholders’ general meeting and sign other important agreements; and

performing other powers and duties authorized by the laws, administrative regulations, and

department rules, listing rules of the place(s) where the Company’s shares are listed, the Articles
of Association and other duties entrusted by the Shareholders’ general meeting.
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It is the responsibility of the Board to prepare the financial statements for each fiscal year to give a true
and fair view of the financial condition of the Company and the results and cash flow during the relevant
period. When preparing the financial statements for the year ended 31 December 2020, the Board
selected and applied appropriate accounting policies and made prudent, fair and reasonable judgment
and estimate to prepare the financial statements on a going concern basis. The Board is responsible
for properly maintaining the account records of the financial information of the Company and disclosing
the same reasonably and accurately at any time.

The Company’s management comprises one president, several vice presidents and a chief financial
officer. The president is responsible to the Board and shall mainly perform the following functions:

° being in charge of the production, operation and management of the Company and reporting to
the Board;

° organizing the implementation of the resolutions of the Board;

° organizing the implementation of the annual business plan and investment program of the Company

formulated by the Board;

° preparing plans for the establishment of the internal management structure of the Company;

° preparing plans for the establishment of the branch bodies of the Company;

° preparing basic management systems of the Company;

° formulating specific rules and regulations of the Company;

° proposing the appointment or dismissal of the vice presidents and the chief financial officer of the

Company to the Board;

° appointing or dismissing other management personnel other than those required to be appointed
or dismissed by the Board,;

° determining the salaries, benefits, rewards and punishment for the staff of the Company, and
making decisions on the appointment and dismissal of the Company’s staff; and

° other functions and powers conferred by the Articles of Association or the Board.
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During the Reporting Period, Mr. Wang Wenjing, a non-executive Director, served as Chairman of the
Board of the Company and Mr. Yang Yuchun, an executive Director, served as the President of the
Company. The Chairman and the President are two different positions which are clearly delineated. The
Chairman shall not concurrently serve as the President. The responsibilities between the Chairman and
the President shall be clearly separated and defined in written form. The Chairman is responsible for
managing the operation of the Board while the President is responsible for the business operation of the
Company. The Articles of Association sets out in detail the respective responsibilities of the Chairman
and the President. Senior management of the Company, other than the Directors and the Supervisors,
are responsible for the daily business operation of the Company. Their positions are set out in the section
of “BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT” in this report.

All Directors are required to declare any direct or indirect interest involved in any matter or transaction to be
considered at Board meetings, and interested Directors shall abstain from the meeting when appropriate.

A total of eleven Board meetings were convened during 2020. The Directors’ attendance rate is as follows:

Number of Number of

Attendance in Attendance by Attendance
Directors person proxy Rate
Wang Wenijing 11 - 100%
Wu Zhengping " S 100%
Yang Yuchun 11 - 100%
Chen, Kevin Chien-wen 11 - 100%
Lau, Chun Fai Douglas 11 - 100%
Chen Shuning " = 100%

Three general meeting was convened during 2020. The attendance rate of the Directors is as follows:

Number of Number of

Attendance in Attendance by Attendance
Directors person proxy Rate
Wang Wenjing 3 = 100%
Wu Zhengping 3 - 100%
Yang Yuchun 3 = 100%
Chen, Kevin Chien-wen € - 100%
Lau, Chun Fai Douglas 8 - 100%
Chen Shuning 3 - 100%
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During the Reporting Period and as at the Latest Practicable Date, the Board has been complying with
Rule 3.10(1) of the Listing Rules, which requires a minimum of three independent non-executive Directors,
Rule 3.10A of the Listing Rules, which requires independent non-executive Directors representing at
least one-third of the Board, and Rule 3.10(2) of the Listing Rules, which requires that at least one of the
independent non-executive Directors must have appropriate professional qualifications or accounting or
related financial management expertise.

In accordance with the requirements of the Listing Rules, the Company made the following confirmation
as to the independence of the independent non-executive Directors: the Company has accepted the
independent confirmation letter given by each of the independent non-executive Directors and confirms
their compliance with the independence requirements as set out in Rule 3.13 of the Listing Rules. The
Company is of the view that all the independent non-executive Directors are independent parties.

Each of the independent non-executive Directors shall have the same term of office of three years as
other Directors, and may be re-appointed upon expiry of the term of office provided that the consecutive
terms shall be in compliance with relevant requirements under the relevant laws, regulations or regulatory
rules of the place(s) where the Company’s shares are listed. Independent non-executive Directors shall
not be removed without reasonable ground prior to the expiry of their terms of office. The Company shall
make special disclosure for any early removal of any independent non-executive Director.

Other than their duties in the Company, the Directors, the Supervisors and senior management of the
Company do not have any relationship among themselves in financial, business, family or other material
aspects.
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During the Reporting Period, all Directors proactively participated in continuous professional training
and developed and updated their knowledge and skills in a move to ensure that their contribution to
the Board remained completely informed and relevant. The continuous professional training attended by
Directors during the Reporting Period is summarized as follows:

Scope

Director’s
Corporate responsibilities/the

Directors Laws and regulations governance Group’s business
Wang Wenjing v v v
Wu Zhengping v v 4
Yang Yuchun v v v
Chen, Kevin Chien-wen v v v
Lau, Chun Fai Douglas v v v
Chen Shuning v v v

The Company has established the Strategic Committee, the Audit Committee, the Remuneration and
Appraisal Committee and the Nomination Committee.

Strategic Committee
At the end of the Reporting Period, the Strategic Committee consisted of Mr. Wang Wenjing, a non-

executive Director, Mr. Yang Yuchun, an executive Director, and Mr. Chen Shuning, an independent
non-executive Director, among whom, Mr. Wang Wenjing was the chairman of the committee.
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The primary duties of the Strategic Committee include:

° reviewing and making recommendations to the Board on the plans for strategic development of
the Company;

° reviewing and making recommendations to the Board on planning, feasibility studies, external
negotiations, due diligence, intent to cooperate and the execution of contracts in relation to
new major investment by the Company, in light of the plans for the strategic development of the
Company;

° reviewing and making relevant recommendations to the Board on major financing, capital operation
and assets management, including the issuance of shares or corporate bonds of the Company;

o reviewing and making relevant recommendations to the Board on mergers, divisions, liquidation
of the Company and other material matters which will affect the development of the Company;
and

° monitoring and supervising, and proposing adjustment to as necessary, the implementation of the

above matters after approval by the Board.

One meeting of the Strategic Committee was convened during the Reporting Period. The attendance
rate of the committee members is as follows:

Number of Number of
Attendance in Attendance by Attendance
Members person proxy Rate
Wang Wenijing 1 - 100%
Yang Yuchun 1 = 100%
Chen Shuning 1 - 100%

The details of the meeting are as follows:

At the 2020 first meeting of the Strategic Committee of the third session of the Board held on 26 March
2020, the resolution in relation to the work plan of the Company for 2020 was considered and approved.
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Audit Committee

During the Reporting Period and as at the Latest Practicable Date, the Audit Committee consisted of
Mr. Chen, Kevin Chien-wen, an independent non-executive Director, Mr. Wu Zhengping, a non-executive
Director, and Mr. Lau, Chun Fai Douglas, an independent non-executive Director, among whom, Mr.
Chen, Kevin Chien-wen was the chairman of the committee.

The primary duties of the Audit Committee include:

° making recommendations to the Board on appointing and replacing external auditors;

o being responsible for the communication between the internal audit department of the Company
and external auditors as the representative of the Company and external auditors;

° developing and implementing policy on the provision of non-audit services by external auditors
according to work demands;

° reviewing financial information of the Company and its disclosures;

° discussing any queries raised by the independent auditor after reviewing the half-year accounts
and auditing the annual accounts of the Company;

° reviewing the Company’s financial policies, internal auditing system, internal control and risk
management systems and proposing opinions and suggestions on improvement;

° reviewing the following arrangements made by the Company: employees of the Company can
use, in confidence, to raise concerns about possible improprieties in financial reporting, risk
management, internal control or other matters;

° establishing relevant procedures to ensure fair and independent investigation and settlement of
complaints in relation to accounting, risk management, internal control, audit or others and ensuring
the confidentiality thereof;

o finishing other works assigned by the Board; and

° fulfilling other responsibilities conferred by regulatory institutions including the Hong Kong Stock
Exchange and the Securities and Futures Commission of Hong Kong.
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The Company has fully complied with the requirements of the Rule 3.21 of the Listing Rules during the
Reporting Period.

A total of three meetings of the Audit Committee were convened during the Reporting Period. The
attendance rate of the members is as follows:

Number of Number of
Attendance in Attendance by Attendance
Members person proxy Rate
Chen, Kevin Chien-wen 3 - 100%
Wu Zhengping 3 S 100%
Lau, Chun Fai Douglas 3 - 100%

The details of the meetings are as follows:

At the 2020 first meeting of the Audit Committee of the third session of the Board held on 26 March
2020, the audited financial statements for the year ended 31 December 2019 prepared by the Company
according to the International Financial Reporting Standards, the audited financial statements for the
year ended 31 December 2019 prepared by the Company according to the CASBE, the 2019 Internal
Control Review Report issued by SHINEWING Risk Services Limited, an independent consultant of
internal control of the Company, 2019 Report on Corporate Risk Assessment of the Company and the
resolution in relation to the engagement of financial statement auditor of the Company were considered
and approved.

At the 2020 second meeting of the Audit Committee of the third session of the Board held on 28 August
2020, the 2020 interim report of the Company was considered and approved.

At the 2020 first meeting of the Audit Committee of the fourth session of the Board held on 11 December
2020, the resolution in relation to the audit plan for the 2020 consolidated financial statements of the
Company and the resolution in relation to the remunerations of auditors of the Company in 2020 was
considered and approved.

The Audit Committee and the management had reviewed the accounting principles and practices adopted
by the Group and discussed and reviewed the matters on, among others, the internal control, enterprise
risk assessment and financial statements, including the review of audited annual results for the year of
2020, which they had no dissenting opinion.
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Remuneration and Appraisal Committee

At the end of the Reporting Period the Remuneration and Appraisal Committee consisted of Mr. Lau,
Chun Fai Douglas, an independent non-executive Director, Mr. Yang Yuchun, an executive Director, and
Mr. Chen Shuning, an independent non-executive Director, among whom, Mr. Lau, Chun Fai Douglas
was the chairman of the committee.

The primary duties of the Remuneration and Appraisal Committee include:

o studying and reviewing the remuneration policies, proposals and structure for the Directors and
senior management and establishing standard and transparent procedures of the remuneration
policies and making recommendations to the Board on remuneration policies;

o examining the proposed remunerations to the management according to the corporate goals and
objectives developed by the Board from time to time;

° recommending to the Board on the remuneration packages offered to individual executive Directors
and senior management, including non-monetary income, pension and compensation (including
compensation payable for loss or termination of office or position);

° making recommendations to the Board concerning remuneration packages offered to non-executive
Directors;
° examining the performance of duties of the Directors and senior management of the Company

and to appraise their annual performance;

° supervising the implementation of the remuneration system of the Company; and

° other matters authorized by the Board.

A total of six meetings of the Remuneration and Appraisal Committee were convened during the Reporting
Period. The attendance rate of the members is as follows:

Number of Number of
Attendance in Attendance by Attendance
Members person proxy Rate
Lau, Chun Fai Douglas 6 - 100%
Yang Yuchun 6 = 100%
Chen Shuning 6 - 100%
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The details of the meetings are as follows:

At the 2020 first meeting of the Remuneration and Appraisal Committee of the third session of the Board
held on 26 March 2020, the resolutions in relation to the remuneration of senior management in 2019
and the remuneration plan for 2020 of the Company were considered and approved.

At the 2020 second meeting of the Remuneration and Appraisal Committee of the third session of the
Board held on 30 March 2020, the resolution in relation to the effectiveness of 2019 initial grant pursuant
to the Long-term Employee Incentive Point Scheme and supplemental grant point were considered and
approved.

At the 2020 third meeting of the Remuneration and Appraisal Committee of the third session of the Board
held on 25 May 2020, the resolution in relation to modification of relevant provisions of the Long-term
Employee Incentive Point Scheme of the Company and the resolution in relation to 2020 initial grant
pursuant to the Long-term Employee Incentive Point Scheme were considered and approved.

At the 2020 fourth meeting of the Remuneration and Appraisal Committee of the third session of the
Board held on 5 June 2020, the resolution in relation to third unlocking of the trust benefit units under
the fourth grant pursuant to the Employee Trust Benefit Scheme was considered and approved.

At the 2020 first meeting of the Remuneration and Appraisal Committee of the fourth session of the Board
held on 23 November 2020, the resolution in relation to 2020 Employee Share Ownership Scheme of
the Company and 2020 Long-term Employee Incentive Point Scheme of the Company were considered
and approved.

At the 2020 second meeting of the Remuneration and Appraisal Committee of the fourth session of
the Board held on 28 December 2020, the resolution in relation to determining the amount of incentive
shares granted pursuant to 2020 Employee Share Ownership Scheme and granting incentive shares
to the scheme participants, the resolution in relation to determining the list of the scheme participants
pursuant to 2020 Long-term Employee Incentive Point Scheme, the resolution in relation to 2020
supplementary grant pursuant to the Long-term Employee Incentive Point Scheme and the resolution in
relation to cancellation of 2021 grant arrangement pursuant to the Long-term Employee Incentive Point
Scheme were considered and approved.

Nomination Committee
At the end of the Reporting Period, the Nomination Committee consisted of Mr. Chen Shuning, an
independent non-executive Director, Mr. Wang Wenjing, a non-executive Director, and Mr. Chen, Kevin

Chien-wen, an independent non-executive Director, among whom, Mr. Chen Shuning was the chairman
of the committee.
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The primary duties of the Nomination Committee include:

° considering the criteria and procedures for selecting Directors, the president and other senior
management and making recommendations thereon to the Board. Factors to be considered include
but not limited to gender, age, culture, educational background, and professional experience;

° advising the Board on the appointment or re-appointment of Directors and the succession plan
for Directors, in particular the Chairman and the President, and ensuring that the candidates for
Directors have the skills, experience and diverse perspectives required for the operations of the
Company;

° examining and making suggestions on the candidates for the President and other senior management
of the Company;

° reviewing the structure, size and composition of the Board (including skills, knowledge and
experience) at least annually and making recommendations on any proposed changes to the

Board to complement the Company’s corporate strategy;

° monitoring the implementation of the Board diversity policy, to review the policy in due course
and to present proposals to the Board on any requisite amendments;

° reviewing the independence of the independent non-executive Directors; and

° other matters authorized by the Board.

The Nomination Committee shall be responsible for the specific implementation of the policy on nomination
Directors of the Company. Our Company’s directors nomination policy consists of the procedures of
nominating Directors, the key criteria and principles to be considered when nominating Directors.

The procedures of nominating Directors are as follows: the Nomination Committee submits a list of

candidates for Directors which will then be submitted by the Nomination Committee to the Board for
consideration and to the general meeting for approval.
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The procedures for reviewing the candidates for Directors include: (1) collecting or requiring relevant
departments of the Company to collect and understand information on the occupation, educational
background, title, detailed working experience and all part-time experience of the candidates, and
preparing written materials accordingly; (2) seeking the opinions of the candidates for Directors and
obtaining their written consent; (3) convening meetings of the Nomination Committee to review the
candidates’ qualifications pursuant to the requirements of Directors, make suggestions and recommend
appointments by way of proposals; and (4) carrying out other follow-up works in accordance with the
decisions or feedback of the Board.

The Company’s key criteria and principles to be considered in nomination of Directors include: (1)
considering the criteria and procedures for selecting Directors and making recommendations thereon
to the Board. Factors to be considered include but not limited to gender, age, culture, educational
background, and professional experience; (2) ensuring that the candidates for Directors have the skills,
experience and diverse perspectives required for the operations of the Company; and (3) reviewing the
structure, size and composition of the Board (including skills, knowledge and experience) at least annually
and making recommendations on any proposed changes to the Board to complement the Company’s
corporate strategy.

A total of four meetings of the Nomination Committee were convened during the Reporting Period. The
attendance rate of the members is as follows:

Number of Number of
Attendance in Attendance by Attendance
Members person proxy Rate
Chen Shuning 4 S 100%
Wang Wenijing 4 - 100%
Chen, Kevin Chien-wen 4 - 100%

The details of the meetings are as follows:

At the 2020 first meeting of the Nomination Committee of the third session of the Board held on 26 March
2020, the resolution in relation to the appointments of senior management was considered and approved,
and Mr. Liu Zhidong was appointed as a senior vice president from a vice president of the Company and
Mr. Liu Shuwei and Mr. Xiao Mingxiao was appointed as a vice president of the Company, respectively.

At the 2020 second meeting of the Nomination Committee of the third session of the Board held on

30 June 2020, the resolution in relation to the appointment of senior management was considered and
approved, and Mr. Wang Yunbo was appointed as a vice president of the Company.
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At the 2020 third meeting of the Nomination Committee of the third session of the Board held on 4 August
2020, the resolution in relation to the nomination of Wang Wenjing and Wu Zhengping as non-executive
director candidates for the fourth session of the Board, the resolution in relation to the nomination of Yang
Yuchun as executive director candidate for the fourth session of the Board and the resolution in relation
to the nomination of Chen, Kevin Chien-wen, Lau, Chun Fai Douglas and Chen Shuning as independent
non-executive director candidates for the fourth session of the Board were considered and approved.

At the 2020 first meeting of the Nomination Committee of the fourth session of the Board held on 8
September 2020, the resolution in relation to election of member for special committee of the fourth
session of the Board, the resolution in relation to appointment of Mr. Yang Yuchun as the President
of the Company; the resolution in relation to appointment of other senior management, the resolution
in relation to appointment of Mr. Sun Guoping, Ms. Zhang Hong and Mr. Liu Zhidong as senior vice
president of the Company, the resolution in relation to appointment of Ms. Gao Jin as senior vice
president and the chief financial officer of the Company, the resolution in relation to appointment of Mr.
You Hongtao, Mr. Peng Zhenbin, Mr. Wang Xuejun, Ms. Xiong Xiaoxiao, Mr. Liu Shuwei, Mr. Xiao Mingxiao
and Mr. Wang Yunbo as vice president of the Company were considered and approved.

BOARD DIVERSITY POLICY
The Board adopted the following board diversity policy:

With a view to achieving a sustainable and balanced development, the Company believes increasing
diversity of the Board as an essential element in supporting the attainment of its strategic objectives
and sustainable development. All the appointments made by the Board will be based on meritocracy,
and candidates will be adequately considered with reference to objective criteria, together with the
benefit brought to the Board by adoption of board diversity. Selection of Board members will be based
on a range of diversity perspectives, including but not limited to gender, age, cultural and educational
background, professional experience, skills, knowledge and length of service. The ultimate decision will
be based on the specific demand for talents of the various stages in the business development and
strategic planning of the Company, and also the merits and contribution to be made by the selected
candidates. The composition of the Board (including gender, age and length of service) will be disclosed
in the Corporate Governance Report annually. The following table shows the diversity profile of the Board
as at 31 December 2020:
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Age group

2

Aged no more than 50

3
Aged 51 to 60

1

Aged equal to or above 61

Terms of
office

2

Below 5 years

2

5 to 10 years

2

Above 10 years

Types of
director

2

Non-executive Directors

1

Executive Director

3

Independent non-executive
Directors

CORPORATE GOVERNANCE FUNCTIONS

During the Reporting Period, the Board had performed the following corporate governance functions:

o formulating and reviewing the Company’s policies and practices on corporate governance;

° reviewing and monitoring the Company’s policies and practices on compliance with legal and

regulatory re

quirements;

° reviewing and monitoring the training and continuous professional development of Directors and
senior management;

o reviewing the Company’s compliance with the Corporate Governance Code in the Listing Rules
and disclosure in the Corporate Governance Report.

86 2020 Annual Report




CORPORATE GOVERNANCE REPORT (CONTINUED)

AUDITOR’S REMUNERATION

Ernst & Young and Ernst & Young Hua Ming LLP were appointed as the international auditor and the
PRC auditor of the Company for 2020, respectively. The service fees charged to the Group by Ernst &
Young and Ernst & Young Hua Ming LLP for the year ended 31 December 2020 were as follows: the
negotiated procedures fee of the IFRS Interim Financial Statements amounting to RMB0.36 million, the
fee for annual audit of the IFRS Financial Statements amounting to RMB1.02 million (including the fee
for annual verification of the non-exempt continuing connected transactions); the fee for annual audit of
the financial statements of the Company in respect of CASBE amounting to RMB0.08 million.

JOINT COMPANY SECRETARIES

Mr. You Hongtao and Mr. Ngai Wai Fung were appointed as joint company secretaries of the Company.
Mr. You Hongtao, the secretary of the Board and joint company secretary of the Company, serves as
the primary contact person between Mr. Ngai Wai Fung and the Company. During the Reporting Period,
Mr. You Hongtao and Mr. Ngai Wai Fung have attended relevant professional trainings for not less than
15 hours.

SHAREHOLDERS’ RIGHT

As the owners of the Company, Shareholders are entitled to the various rights stipulated by laws,
administrative rules and regulations and the Articles of Association. The general meeting is the supreme
authority of the Company, through which Shareholders exercise their power. During the Reporting Period,
the Company held three general meetings.

The Board and senior management of the Company understand that they are representing the interests of

all the Shareholders of the Company and their first priority is to maintain the stable and continuous growth
of Shareholders’ investment returns in the long run and enhance the competitiveness of the business.
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The procedures for Shareholders to convene a general meeting:

Shareholders holding more than 10% of shares (individually or together with others) shall be entitled
to request for an extraordinary general meeting or class meeting upon signing one or several written
requests with the same content and format, and stating the subject of the meeting. If the Board agrees
to convene an extraordinary general meeting or class meeting, it shall issue a notice of general meeting
within 5 days upon making the Board decision. If the Board disagrees to convene the extraordinary general
meeting or class meeting, or does not reply within 10 days upon receipt of the proposal, Shareholders
individually or together holding more than 10% of the shares of the Company are entitled to request
the Supervisory Committee in writing to hold an extraordinary general meeting or class meeting. If the
Supervisory Committee agrees to convene the extraordinary general meeting or class meeting, it shall
issue a notice of general meeting within 5 days upon making the decision. If the Supervisory Committee
does not issue the notice of general meeting within the prescribed period, it shall be deemed as the
Supervisory Committee not convening and not holding the general meeting. Then the Shareholders
who individually or together hold more than 10% of the shares for more than 90 consecutive days may
convene and hold the meeting themselves.

The procedures for proposing suggestions by relevant Shareholders at the general meeting:
Shareholder(s) severally or jointly holding more than 3% shares of the Company may submit written
provisional proposals to the convener 10 days before a general meeting is convened. The convener shall
serve a supplementary notice of general meeting to other Shareholders within 2 days upon receipt of
such proposals and announce the contents of provisional proposals.

The procedures for enquiry from Shareholders to the Board:

Shareholders may make enquiries to the Board through contact information for investors set out in the
section headed “CORPORATE INFORMATION” of this annual report.
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RISK MANAGEMENT AND INTERNAL CONTROL

In order to fulfill the relevant regulatory requirements of the place where the Company is listed and
strengthen the risk management and internal control management of the Company, the Company has
established a range of risk management and internal control management systems, including documents
such as “Administrative System for Information Disclosure”, “Administrative System for Connected
Transactions”, “Administrative System for Financial Reports”, “Financial Reimbursement System”, “Funds
Management System”, “Administrative System for Procurement”, “Administrative System for Budget”,
“Administrative Measures for External Investment”, “Internal Audit System” and “Risk Management
System”, thus establishing the risk management and internal control system.

The Board shall be responsible for the risk management and internal control systems of the Group, and
has the responsibility to review the effectiveness of such systems. Such systems are designed based on
the specific needs and risks of the Group, aiming at managing rather than eliminating the risk of failing
to meet the business goals, and providing reasonable rather than absolute warranties as to the absence
of any material misstatements or losses.

The Company implements comprehensive risk management by integrating specific requirements of
risk management into daily management and business processes, and has established a risk control
matrix for major business processes and designating the personnel responsible for business as the
first responsible person for risk management to monitor the implementation of risk response measures.
Meanwhile, the Company’s management conducts a regular comprehensive assessment of enterprise
risks annually, to identify and evaluate the major risks in all aspects of the Company, formulates risk
response measures and prepares an assessment report on enterprise risks. The Board and the Audit
Committee of the company will review the risk assessment report, discuss with management on major
risks the Company is exposed to, and urge the management to cope with risk.

The Directors have reviewed the effectiveness of the risk management and internal control systems of the
Company and its subsidiaries according to code provision C.2.1 of the Corporate Governance Code and
Corporate Governance Report. The review covered financial control, operation control and compliance
control, and risk management function control. Meanwhile, the Company appointed SHINEWING Risk
Services Limited as the independent internal control advisor to review the risk management and internal
control in material aspects of the Company for 2020 and issued the risk management and internal control
review report. The report was considered and approved by the Audit Committee and the Board.
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The Company has set up the audit and supervision department which is responsible for the work of
internal audit and performing internal audit function of the Company. The audit and supervision department
shall be accountable and report work to the Audit Committee. The Audit Committee of the Company is
responsible for supervising the work of the audit and supervision department and making advice and
recommendations on the appraisal and change of the person-in-charge of the audit and supervision
department. The Board shall comprehensively supervise and review the implementation of internal audit
of the Company.

During the Reporting Period, the Board reviewed the risk management and internal control systems for
the year to examine and review all aspects of the risk management and internal systems of the Company
(including but not limited to provisions set out in the Code Provision C.2.3 of the Corporate Governance
Code) during the Reporting Period, and was of the opinion that the risk management and internal control
systems were effective.

In case significant risk management and internal control deficiencies are identified in the course of review,
the audit and supervision department of the Company will urge responsible person to rectify them within
limited time and will report to the Board and the Audit Committee upon confirmation of such rectification
by the independent internal control advisor.

The Company has formulated the Disclosure Manual on Inside Information, which has provided guidance
on the management, protection and proper disclosure of information that has not already been made
public. The Directors, Supervisors, management and employees of the Company strictly adhere to the
statutory requirement, rules, regulations and in-house inside information requirements of the Company
relating to their responsibilities of keeping information confidential.

No material risk management and internal control defect has been identified within the Company and
its subsidiary.
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INVESTOR RELATIONS AND COMMUNICATION WITH SHAREHOLDERS

During the Reporting Period, the Company had highly valued investor relations and communicated with its
investors and Shareholders in a pro-active, honest and open manner through a number of formal channels
including general meetings, results teleconference, in-house visits for investors and by way of telephone
and emails for inquiry. The Board has formulated shareholders communications policies to ensure access
of investors and Shareholders to the public information of the Company that is comprehensive, identical
and easy to understand at due time.

The Company issues annual report and interim report and dispatches them to the Shareholders. The
Company also publishes its announcements, circulars and other information on the website of Hong
Kong Stock Exchange (www.hkexnews.hk) and its website (www.chanjet.com).

To provide more effective channels of communication, the Company updates its website from time to
time and releases corporate information on its website when appropriate.

AMENDMENTS TO THE ARTICLES OF ASSOCIATION

During the Reporting Period, in order to (1) bring the relevant provisions of the Articles of Association
and the Rules of Procedures for General Meetings in line with the relevant requirements under the
Company Law of the PRGC; (2) bring the relevant provisions of the Articles of Association and the Rules
of Procedures for General Meetings in line with the Adjusting the Notice Period for General Meetings and
Other Matters Applicable to Overseas Listed Companies (Guo Han (2019) No. 97)* ( (B #5B B8 82 i A
AR AR BRREREASRANBREEEEENILE) (BK(2019)9758) and the Guidelines on Application
for “Full Circulation” of Unlisted Domestic Shares of H Share Companies (CSRC Announcement [2019]
No. 22)* (HEXARIREAAR LT ERE (28] X155 (TEREFEEEEZEe N %H(2019)225%)), the
catalogue of materials for H share “full circulation” application and the points of concern for review and
approval issued by CSRC and other relevant laws and regulations and related supervisory requirements;
(8) bring more flexibility to the Company in terms of the composition of the Board; and (4) meet the actual
operation and management needs of the Company, the Company has made certain amendments to
the Articles of Association and the Rules of Procedures for General Meetings, further details of which
refer to the announcements of the Company dated 27 March 2020, 8 June 2020 and the circular of the
Company dated 23 April 2020.
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INDEPENDENT AUDITOR’S REPORT

22/F, CITIC Tower Tel: +852 2846 9888
1 Tim Mei Avenue  Fax: +852 2868 4432

Central, ey.com
EY&;}( Hong Kong

To the shareholders of Chanjet Information Technology Company Limited
(Established in the People’s Republic of China with limited liability)

OPINION

We have audited the consolidated financial statements of Chanjet Information Technology Company
Limited (the “Company”) and its subsidiaries (the “Group”) set out on pages 98 to 223, which comprise
the consolidated statement of financial position as at 31 December 2020, and the consolidated statement
of profit or loss, the consolidated statement of comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash flows for the year then ended, and notes to
the consolidated financial statements, including a summary of significant accounting policies.

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 2020, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with International Financial Reporting
Standards (“IFRSs”) issued by the International Accounting Standards Board (“IASB”) and have been
properly prepared in compliance with the disclosure requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with International Standards on Auditing (“ISAs”) issued by the
International Auditing and Assurance Standards Board. 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 are independent of the Group in accordance with the Code of Ethics for
Professional Accountants (the “Code”) issued by the Hong Kong Institute of Certified Public Accountants,
and we have fulfilled our other ethical responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
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KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement, 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. For each matter below,
our description of how our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the
consolidated financial statements section of our report, including in relation to these matters. Accordingly,
our audit included the performance of procedures designed to respond to our assessment of the risks
of material misstatement of the consolidated financial statements. The results of our audit procedures,
including the procedures performed to address the matters below, provide the basis for our audit opinion

on the accompanying consolidated financial statements.

Key audit matters

How our audit addressed the key audit
matters

and platform

Assessment of impairment for internally generated intangible assets of cloud application

The carrying amount of internally generated
intangible assets of cloud application and
platform amounted to RMB19,229,000 as at
31 December 2020. The Company performed
an impairment test on the internally generated
intangible assets for those with impairment
indicator according to the requirements of the
accounting standards. The determination of the
recoverable amount for each cash-generating
unit to which the intangible assets was
allocated was highly dependent on estimates
and assumptions, such as estimated future
cash flows, the long-term growth rate and the
discount rate. The use of different estimates
and assumptions could result in significantly
different impairment testing results.

The accounting policies and disclosures for
the impairment test for intangible assets are
included in notes 2.4, 3 and 15 to the financial
statements.

Our audit procedures included, among others,
obtaining an understanding of the process of
estimating the future cash flows, assessing the 2021
budget approved by management and the cash flow
projections for 2022 to 2025, evaluating management’s
main assumptions including the long-term growth
rate and discount rate, checking the pricing strategy
of each product, examining the differences between
cash flow projections and actual cash flows, and
checking cash flow projections by comparing to the
industry trend analysis. Furthermore, we involved
internal valuation experts to assist us in evaluating
the long-term growth rate and the discount rate. We
also performed a sensitivity analysis with respect to
the key assumptions, especially the expected growth
rate of the number of end users per product. We also
assessed whether the disclosures in the financial
statements meet the requirements of the financial
reporting framework applicable to the Group.
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KEY AUDIT MATTERS (CONTINUED)

Key audit matters

How our audit addressed the key audit
matters

Assessment of impairment of an investment in an associate

As at 31 December 2020, the Group held an
investment in an associate, Beijing Chanjet
Payment Technology Co., Ltd. (“Chanjet
Payment”), amounting to RMB57,627,000. The
Group recognised impairment loss amounting
to RMB13,510,000 for the year ended 31
December 2020.

An investment in an associate is subject to
impairment assessments when there is an
indication of impairment. The recoverable
amount of the investment in Chanjet Payment
was determined by management. Significant
management judgements and estimates were
required to determine the expected future cash
flows and the assumptions used, including
growth rates and discount rates applied.

Disclosures about accounting policies, significant
accounting judgements and estimates and
investment in associate is included in notes

2.4, 3 and 16 to the financial statements.

Our audit procedures included, among others,
evaluating the assessments made by management
on the existence of impairment indication on the
investment in Chanjet Payment, obtaining an
understanding of the process of estimating the
future cash flows. Furthermore, we involved internal
valuation experts to assist us in evaluating the long-
term growth rates and the discount rates. We also
evaluated the expected cash flow projection prepared
by management by reference to the historical data,
budget, available market information, etc. We also
assessed whether the disclosures in the financial
statements meet the requirements of the financial

reporting framework applicable to the Group.

94 2020 Annual Report




INDEPENDENT AUDITOR’S REPORT (CONTINUED)

OTHER INFORMATION INCLUDED IN THE ANNUAL REPORT

The directors of the Company are responsible for the other information. The other information comprises
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 THE DIRECTORS 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 issued by the IASB 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 of the Company 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 of the Company
either intend to liquidate the Group or to cease operations or have no realistic alternative but to do so.

The directors of the Company are assisted by the Audit Committee in discharging their responsibilities
for overseeing the Group’s financial reporting process.
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

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. Our report is made solely to you, as a body, and for no other purpose.
We do not assume responsibility towards or accept liability to any other person for the contents of this
report.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.

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

o 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.

° 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.

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

o 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.
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

° 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.

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

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

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

The engagement partner on the audit resulting in this independent auditor’s report is Yim Chi Hung Henry.

Ernst & Young

Certified Public Accountants
Hong Kong

26 March 2021
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

Year ended 31 December 2020

2020 2019
Notes RMB’000 RMB’000
Revenue 5 509,418 463,402
Cost of sales and services provided 6 (83,434) (43,159)
Gross profit 425,984 420,243
Other income and gains B 73,542 102,354
Research and development costs 6 (161,688) (138,629)
Selling and distribution expenses (189,173) (207,572)
Administrative expenses (65,280) (88,585)
Impairment losses on financial assets (31,110) -
Other expenses (23,355) (1,527)
Finance costs 7 (1,404) (722)
Share of profits/(losses) of an associate 16 (3,897) 5,299
Profit before tax 6 23,619 90,861
Income tax credit 10 9,773 1,557
Profit for the year 33,392 92,418
Attributable to:
Owners of the parent 12 33,392 92,418
Earnings per share attributable to ordinary equity
holders of the parent
Basic (RMB cents) 12 15.5 43.2
Diluted (RMB cents) 12 15.5 43.2
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CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

Year ended 31 December 2020

2020 2019
RMB’000 RMB’000
Profit for the year 33,392 92,418
Other comprehensive loss
Other comprehensive loss that may be reclassified to profit or
loss in subsequent periods:
Exchange differences:
Exchange differences on translation of foreign operations (192) (38)
Other comprehensive loss for the year, net of tax (192) (38)
Total comprehensive income for the year 33,200 92,380
Attributable to:
Owners of the parent 33,200 92,380

Chanjet Information Technology Company Limited 99



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 December 2020

Non-current assets

Property, plant and equipment

Right-of-use assets

Intangible assets

Investment in an associate

Equity investments at fair value through profit or loss
Deferred tax assets

Long-term receivables

Total non-current assets

Current assets

Inventories

Trade receivables

Prepayments, other receivables and other assets
Financial assets at fair value through profit or loss
Cash and bank balances

Total current assets

Current liabilities

Trade payables

Contract liabilities

Other payables and accruals
Lease liabilities

Total current liabilities

Net current assets

Total assets less current liabilities
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Notes

13
14
15
16

26
20

18
19
20
21
22

23
24
25
14

2020 2019
RMB’000 RMB’000
2,300 2,787
5,740 12,480
21,065 35,654
57,627 75,034
53,463 54,302
11,514 1,730
5,982 6,289
157,691 188,176
895 1,675
5,184 600
62,734 20,720
102,278 66,921
1,281,241 1,319,456
1,452,332 1,409,272
7,191 1,186
173,323 186,462
97,077 78,462
5,599 7,164
283,190 273,274
1,169,142 1,135,998
1,326,833 1,324,174




CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)

31 December 2020

2020 2019
Notes RMB’000 RMB’000
Non-current liabilities
Lease liabilities 14 304 5,286
Contract liabilities 24 60,023 -
Long-term liabilities 405 —
Total non-current liabilities 60,732 5,286
Net assets 1,266,101 1,318,888
Equity
Equity attributable to owners of the parent
Issued capital 27 217,182 217,182
Treasury shares held under the employee trust
benefit scheme 28 (28,519) (34,848)
Reserves 29 1,077,438 1,136,554
Total equity 1,266,101 1,318,888
Wang Wenjing Yang Yuchun
Director Director

Chanjet Information Technology Company Limited 101



S

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2019

At 1 January 2019
Profit for the year
Other comprehensive loss for the year:
Exchange differences on translation of
foreign operations

Total comprehensive income for the year

Final 2018 dividend declared

Share-based payments (note 28)

Shares sold and vested under the employee
trust benefit scheme (note 28)

Transfer from retained profits

At 31 December 2019
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Attributable to owners of the parent

Treasury
shares held
under the Share-
employee hased Exchange
Issued trust benefit Capital Merge  payment  Statutory fluctuation  Retained Total
capital ~ scheme (i) reserve (i reserve  reserve (iv)  reserve (i) reserve profits equity
RMB’000 RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
217182 (75,391) 939,761 4 17549 64,321 1915 144902 1,310,285
- - - - - - - 9248 92,418
- - - - - - (38) - (38)
- - - - - - (38) 92418 92,380
- - - - - - - (97958)  (97,958)
- - - - 5,649 - - - 5,649
- 40,543 (19,381) - (12,580) - - - 8,582
= = = - - 9,175 - (9,175) -
217,182 (34,848)  920,380" (4 10618 7349 1877 130187 1,318,888




CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
(CONTINUED)

Year ended 31 December 2020

Attributable to owners of the parent

Treasury

shares held Share-

under the based

employee payment Statutory Exchange
Issued trust benefit  Capital Merge  reserve  reserve fluctuation Retained Total
capital  scheme (iii) reserve (i  reserve (iv) (i) reserve profits equity

RMB'000 RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

At 1 January 2020 217,182 (34,848) 920,380 4 10618 78,496 1,817 130,187 1,318,888
Profit for the year - - - - - - - 33,392 33,392
Other comprehensive loss for the year:
Exchange differences on translation of

foreign operations - - - - - - (192) - (192)
Total comprehensive income for the year - - - - - - (192 33,392 33,200
Final 2019 dividend declared (note 11) - - - - - - - (86,161  (86,161)
Share-based payments (note 28) - - - - 174 - - - 174
Shares vested under the employee trust
benefit scheme (note 28) - 6,329 (3,406) - (2,923) - - - -
Transfer from retained profits - - - - - 3,319 - (3,319) -
At 31 December 2020 217,182 (28,519) 916,974 (4 7,869* 76,815 1,685*  74,099* 1,266,101
* These reserve accounts comprise the consolidated reserves of RMB1,077,438,000 (2019: RMB1,136,554,000)

in the consolidated statement of financial position.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
(CONTINUED)

Year ended 31 December 2020

Notes:
(i) Capital reserve represents the amount in excess of the par value paid by investors.
(if) In accordance with the People’s Republic of China (the “PRC”) applicable corporation law and regulations,

Chanjet Information Technology Company Limited (the “Company”) and its subsidiary are required to make
appropriations to the Statutory Reserve Fund (“SRF”). At least 10% of the statutory after-tax profits of each
company as determined in accordance with the PRC applicable corporation law and regulations must be
allocated to the SRF until the cumulative total of the SRF reaches 50% of the Company’s registered capital.
Subject to approval from the relevant authorities of the PRC, the SRF may be used to offset any accumulated
losses or increase the registered capital. The SRF is not available for dividend distributions to shareholders.

(iii) Treasury shares held under the employee trust benefit scheme (the “Employee Trust Benefit Scheme”)
represent the shares held by the trustees for the implementation of the Employee Trust Benefit Scheme which
the Company entrusted the trustees to successively purchase and sell from domestic shareholders or the
open market.

(iv) The share-based payment reserve represents the cost of equity-settled transactions under the schemes,
which are described in note 28 to the financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

Operating activities
Profit before tax
Adjustments for:
Finance costs
Exchange losses/(gains), net
Share of losses/(profits) of an associate
Interest income
Fair value gains, net
Share-based payment expense
Depreciation of items of property, plant and
equipment
Depreciation of right-of-use assets
Amortisation of intangible assets
Gains on disposal of property, plant and equipment
Impairment of prepayments, other receivables and
other assets
Impairment of trade receivables
Impairment of an investment in an associate
Impairment of cash and bank balances
Gains on disposal of financial investments

(Increase)/decrease in inventories

Increase in trade receivables

Increase in prepayments, other receivables, other
assets and interest receivables

Increase in trade payables

Increase in contract liabilities

Increase/(decrease) in other payables and accruals

Increase in long-term liabilities

Cash generated from operations
Interest received
Income taxes refunded

Net cash flows from operating activities

Year ended 31 December 2020

2020 2019
Notes RMB’000 RMB’000
23,619 90,861
7 1,404 722
5/6 8,415 (3,472)
16 3,897 (5,299)
5 (31,495) (36,094)
5 (9,958) (18,291)
28 174 5,649
6/13 1,345 1,253
6/14 6,913 7,064
6/15 14,980 29,251
(83) (39)
20 246 -
19 472 -
16 13,510 -
22 30,392 -
5 — (5,512)
63,831 66,093
680 (1,057)
(5,056) (121)
(49,306) (5,067)
6,005 273
46,884 77,141
16,850 (11,502)
405 an
80,293 125,760
6,005 5,865
4,218 393
90,516 132,018
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CONS%)LI DATED STATEMENT OF CASH FLOWS

(CONTINUED)

Year ended 31 December 2020

Investing activities

Purchases of items of property, plant and equipment

Purchases of intangible assets

Purchases of financial investments

Purchases of non-pledged time deposits with original
maturity of more than three months when acquired
and time deposits restricted from being used

Proceeds from disposal of equity investments at fair
value through profit or loss

Proceeds from disposal of items of property, plant and
equipment

Proceeds from disposal of financial investments

Interest on non-pledged time deposits with original
maturity more than three months when acquired

Gains on disposal of financial investments

Gains on financial investments

Net cash flows from/(used in) investing activities

Financing activities

Principal portion of lease payments

Interest paid of lease payments

Shares sold under the employee trust benefit scheme
Dividends paid

Payment for the initial public offering related fee

Net cash flows used in financing activities
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2020 2019
RMB’000 RMB’000
(1,084) (3,616)
(491) (681)
(395,000) (154,000)
(203,410) (174,797)
1,691 1,713
256 167
360,000 583,000
13,318 20,326

- 5,512

9,959 18,020
(214,761) 295,644
(6,720) (7,094)
(377) (722)

- 8,582
(86,873) (99,411)
(1,444) -
(95,414) (98,645)




CONSOLIDATED STATEMENT OF CASH FLOWS
(CONTINUED)

Year ended 31 December 2020

2020 2019
Notes RMB’000 RMB’000
Net increase/(decrease) in cash and
cash equivalents (219,659) 329,017
Cash and cash equivalents at the beginning of year 517,408 188,381
Effect of foreign exchange rate changes, net (2,466) 10
Cash and cash equivalents at the end of year 295,283 517,408
Analysis of balances of cash and cash
equivalents
Cash and bank balances as stated in the statement
of financial position 22 1,281,241 1,319,456
Non-pledged time deposits with original maturity of
more than three months when acquired 22 (650,771) (453,499)
Restricted cash and bank balances 22 (316,311) (340,547)
Interest receivables 22 (18,876) (12,862)
Cash equivalents as stated in prepayments, other
receivables and other assets 22 - 4,860
Cash and cash equivalents as stated in the
statement of cash flows 295,283 517,408
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NOTES TO FINANCIAL STATEMENTS

31 December 2020

1. CORPORATE AND GROUP INFORMATION

The Company, formerly known as Chanjet Software Company Limited, was established in the
People’s Republic of China (the “PRC”) as a company with limited liability on 19 March 2010. The
Company became a joint stock company with limited liability on 8 September 2011 in the PRC
and changed its name to Chanjet Information Technology Company Limited. The Company’s H
shares were listed on the Main Board of The Stock Exchange of Hong Kong Limited (the “Hong
Kong Stock Exchange”) on 26 June 2014. The registered office of the Company is located at
Floor 3, Building 3, Yard 9, Yongfeng Road, Haidian District, Beijing, the PRC.

During the year, the Group was involved in the technical development, consulting, transfer,
service and training of computer software, hardware and external devices; the sale of typing
paper, computer consumables, computer software and hardware and external devices, and the
provision of database service; design, manufacturing, agency and publication of advertisement;
internet information service.

In the opinion of the directors of the Company, the holding company of the Company is Yonyou
Network Technology Co., Ltd. (“Yonyou”), which is incorporated in the PRC, and the ultimate
controlling party of the Company is Wang Wenjing.

Information about subsidiaries

Particulars of the Company’s subsidiaries are as follows:

Percentage of equity
Place and date of Nominal value attributable to the
incorporation/registration  of registered Company
Name and place of operations capital Direct Indirect  Principal activities Legal category
Chanjet Information Technology ~ California, the United States  USD15,500,000  100.00 - Technical development of  Limited liability
Corporation (‘Chanjet U.S.") 5 November 2012 computer software corporation
(note (a))
Beijing Chanjet Yunhui Information Beijing, China RMB10,000,000  100.00 - Technical development,  Limited liability
Technology Co., Ltd. 12 April 2019 transfer and service o~ corporation
(‘Chanjet Yunhui") computer software

(note (b))

Notes:
(@ The paid-in capital of Chanjet U.S. as at 31 December 2020 was USD10,300,000.

(b) Chanjet Yunhui was incorporated with registered capital of RMB10,000,000. The paid-in capital of
Chanjet Yunhui as at 31 December 2020 was nil.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
2.1 Basis of preparation

These financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRSs”) (which include all International Financial Reporting Standards,
International Accounting Standards (“IASs”) and Interpretations) issued by the International
Accounting Standards Board (“IASB”) and accounting principles generally accepted in
Hong Kong and the disclosure requirements of the Hong Kong Companies Ordinance. They
have been prepared under the historical cost convention, except for wealth management
products and equity investments which have been measured at fair value. These financial
statements are presented in Renminbi (“RMB”) and all values are rounded to the nearest
thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Group for the
year ended 31 December 2020. A subsidiary is an entity (including a structured entity), directly
or indirectly, controlled by the Company. Control is achieved when the Group is exposed,
or has rights, to variable returns from its involvement with the investee and has the ability
to affect those returns through its power over the investee (i.e., existing rights that give the
Group the current ability to direct the relevant activities of the investee).

When the Company has, directly or indirectly, less than a majority of the voting or similar
rights of an investee, the Group considers all relevant facts and circumstances in assessing
whether it has power over an investee, including:

(@) the contractual arrangement with the other vote holders of the investee;

(b) rights arising from other contractual arrangements; and

(@) the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the same reporting period as the
Company, using consistent accounting policies. The results of subsidiaries are consolidated

from the date on which the Group obtains control, and continue to be consolidated until
the date that such control ceases.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.1 Basis of preparation (continued)
Basis of consolidation (continued)

Profit or loss and each component of other comprehensive income are attributed to the
owners of the parent of the Group and to the non-controlling interests, even if this results
in the non-controlling interests having a deficit balance. All intra-group assets and liabilities,
equity, income, expenses and cash flows relating to transactions between members of the
Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the three elements of control described
above. A change in the ownership interest of a subsidiary, without a loss of control, is
accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i) the assets (including goodwill)
and liabilities of the subsidiary, (ii) the carrying amount of any non-controlling interest and
(i) the cumulative translation differences recorded in equity; and recognises (i) the fair
value of the consideration received, (ii) the fair value of any investment retained and (iii) any
resulting surplus or deficit in profit or loss. The Group’s share of components previously
recognised in other comprehensive income is reclassified to profit or loss or retained profits,
as appropriate, on the same basis as would be required if the Group had directly disposed
of the related assets or liabilities.

2.2 Changes in accounting policies and disclosures

The Group has adopted the Conceptual Framework for Financial Reporting 2018 and following
revised IFRSs for the first time for the current year’s financial statements.

Amendments to IFRS 3 Definition of a Business

Amendments to IFRS 9, Interest Rate Benchmark Reform
IAS 39 and IFRS 7

Amendment to IFRS 16 Covid-19-Related Rent Concessions (early adopted)
Amendments to IAS 1 and Definition of Material
IAS 8
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.2 Changes in accounting policies and disclosures (continued)

The nature and the impact of Conceptual Framework for Financial Reporting 2018 and the
revised IFRSs are described below:

(a) Conceptual Framework for Financial Reporting 2018 (the “Conceptual Framework”)
sets out a comprehensive set of concepts for financial reporting and standard setting,
and provides guidance for preparers of financial statements in developing consistent
accounting policies and assistance to all parties to understand and interpret the
standards. The Conceptual Framework includes new chapters on measurement and
reporting financial performance, new guidance on the derecognition of assets and
liabilities, and updated definitions and recognition criteria for assets and liabilities.
It also clarifies the roles of stewardship, prudence and measurement uncertainty in
financial reporting. The Conceptual Framework is not a standard, and none of the
concepts contained therein override the concepts or requirements in any standard. The
Conceptual Framework did not have any significant impact on the financial position
and performance of the Group.

(b) Amendments to IFRS 3 clarify and provide additional guidance on the definition of a
business. The amendments clarify that for an integrated set of activities and assets to
be considered a business, it must include, at a minimum, an input and a substantive
process that together significantly contribute to the ability to create output. A business
can exist without including all of the inputs and processes needed to create outputs.
The amendments remove the assessment of whether market participants are capable
of acquiring the business and continue to produce outputs. Instead, the focus is on
whether acquired inputs and acquired substantive processes together significantly
contribute to the ability to create outputs. The amendments have also narrowed the
definition of outputs to focus on goods or services provided to customers, investment
income or other income from ordinary activities. Furthermore, the amendments provide
guidance to assess whether an acquired process is substantive and introduce an
optional fair value concentration test to permit a simplified assessment of whether
an acquired set of activities and assets is not a business. The Group has applied the
amendments prospectively to transactions or other events that occurred on or after
1 January 2020.The amendments did not have any impact on the financial position
and performance of the Group.
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NOTES TO

31 December 2020

FINANCIAL STATEMENTS (CONTINUED)

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.2 Changes in accounting policies and disclosures (continued)

The nature and the impact of Conceptual Framework for Financial Reporting 2018 and the
revised IFRSs are described below: (continued)

(©
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Amendments to IFRS 9, IAS 39 and IFRS 7 address issues affecting financial reporting
in the period before the replacement of an existing interest rate benchmark with
an alternative risk-free rate (“RFR”). The amendments provide temporary reliefs
which enable hedge accounting to continue during the period of uncertainty before
introduction of the alternative RFR. In addition, the amendments require companies
to provide additional information to investors about their hedging relationships which
are directly affected by these uncertainties. The amendments did not have any impact
on the financial position and performance of the Group as the Group does not have
any interest rate hedging relationships.

Amendment to IFRS 16 provides a practical expedient for lessees to elect not to apply
lease modification accounting for rent concessions arising as a direct consequence
of the covid-19 pandemic. The practical expedient applies only to rent concessions
occurring as a direct consequence of the pandemic and only if (i) the change in lease
payments results in revised consideration for the lease that is substantially the same
as, or less than, the consideration for the lease immediately preceding the change;
(i) any reduction in lease payments affects only payments originally due on or before
30 June 2021; and (iii) there is no substantive change to other terms and conditions
of the lease. The amendment is effective for annual periods beginning on or after
1 June 2020 with earlier application permitted and shall be applied retrospectively.
The amendments did not have any significant impact on the consolidated statement
of financial position and profit or loss.

Amendments to IAS 1 and IAS 8 provide a new definition of material. The new
definition states that information is material if omitting, misstating or obscuring
it could reasonably be expected to influence decisions that the primary users of
general purpose financial statements make on the basis of those financial statements.
The amendments clarify that materiality will depend on the nature or magnitude of
information, or both. The amendments did not have any significant impact on the
financial position and performance of the Group.



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.3

Issued but not yet effective International Financial Reporting Standards

The Group has not applied the following new and revised IFRSs, that have been issued but
are not yet effective, in these financial statements.

Amendments to IFRS 3 Reference to the Conceptual Framework?

Amendments to IFRS 9, IAS 39, Interest Rate Benchmark Reform — Phase 2’
IFRS 7, IFRS 4 and IFRS 16

Amendments to IFRS 10 Sale or Contribution of Assets between an Investor
and IAS 28 and its Associate or Joint Venture*
IFRS 17 Insurance Contracts?®
Amendments to IFRS 17 Insurance Contracts® ®
Amendments to IAS 1 Classification of Liabilities as Current or Non-
current®
Amendments to IAS 16 Property, Plant and Equipment: Proceeds before

Intended Use?

Amendments to IAS 37 Onerous Contracts — Cost of Fulfilling a Contract?

Annual Improvements to IFRS Amendments to IFRS 1, IFRS 9, lllustrative
Standards 2018-2020 Examples accompanying IFRS 16, and IAS 412

Amendments to IAS 1 Disclosure of Accounting Policies?®

Amendments to IAS 8 Definition of Accounting Estimates?®

L Effective for annual periods beginning on or after 1 January 2021

2 Effective for annual periods beginning on or after 1 January 2022

8 Effective for annual periods beginning on or after 1 January 2023

& No mandatory effective date yet determined but available for adoption

g As a consequence of the amendments to IFRS 17 issued in June 2020, IFRS 4 was amended

to extend the temporary exemption that permits insurers to apply IAS 39 rather than IFRS 9
for annual periods beginning before 1 January 2023
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.3 Issued but not yet effective International Financial Reporting Standards
(continued)

Further information about those IFRSs that are expected to be applicable to the Group is
described below.

Amendments to IFRS 3 are intended to replace a reference to the previous Framework for
the Preparation and Presentation of Financial Statements with a reference to the Conceptual
Framework for Financial Reporting issued in March 2018 without significantly changing its
requirements. The amendments also add to IFRS 3 an exception to its recognition principle
for an entity to refer to the Conceptual Framework to determine what constitutes an asset
or a liability. The exception specifies that, for liabilities and contingent liabilities that would
be within the scope of IAS 37 or IFRIC 21 if they were incurred separately rather than
assumed in a business combination, an entity applying IFRS 3 should refer to IAS 37 or
IFRIC 21 respectively instead of the Conceptual Framework. Furthermore, the amendments
clarify that contingent assets do not qualify for recognition at the acquisition date. The
Group expects to adopt the amendments prospectively from 1 January 2022. Since the
amendments apply prospectively to business combinations for which the acquisition date is
on or after the date of first application, the Group will not be affected by these amendments
on the date of transition.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.3 Issued but not yet effective International Financial Reporting Standards
(continued)

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 address issues not dealt
with in the previous amendments which affect financial reporting when an existing interest
rate benchmark is replaced with an alternative RFR. The Phase 2 amendments provide a
practical expedient to allow the effective interest rate to be updated without adjusting the
carrying amount when accounting for changes in the basis for determining the contractual
cash flows of financial assets and liabilities, if the change is a direct consequence of the
interest rate benchmark reform and the new basis for determining the contractual cash
flows is economically equivalent to the previous basis immediately preceding the change. In
addition, the amendments permit changes required by the interest rate benchmark reform to
be made to hedge designations and hedge documentation without the hedging relationship
being discontinued. Any gains or losses that could arise on transition are dealt with through
the normal requirements of IFRS 9 to measure and recognise hedge ineffectiveness. The
amendments also provide a temporary relief to entities from having to meet the separately
identifiable requirement when an RFR is designated as a risk component. The relief allows an
entity, upon designation of the hedge, to assume that the separately identifiable requirement
is met, provided the entity reasonably expects the RFR risk component to become separately
identifiable within the next 24 months. Furthermore, the amendments require an entity
to disclose additional information to enable users of financial statements to understand
the effect of interest rate benchmark reform on an entity’s financial instruments and risk
management strategy. The amendments are effective for annual periods beginning on or after
1 January 2021 and shall be applied retrospectively, but entities are not required to restate
the comparative information. The amendments are not expected to have any significant
impact on the Group’s financial statements.

Amendments to IFRS 10 and IAS 28 address an inconsistency between the requirements in
IFRS 10 and in IAS 28 in dealing with the sale or contribution of assets between an investor
and its associate or joint venture. The amendments require a full recognition of a gain or
loss when the sale or contribution of assets between an investor and its associate or joint
venture constitutes a business. For a transaction involving assets that do not constitute a
business, a gain or loss resulting from the transaction is recognised in the investor’s profit
or loss only to the extent of the unrelated investor’s interest in that associate or joint venture.
The amendments are to be applied prospectively. The previous mandatory effective date
of amendments to IFRS 10 and IAS 28 was removed by the IASB in December 2015 and a
new mandatory effective date will be determined after the completion of a broader review
of accounting for associates and joint ventures. However, the amendments are available
for adoption now.
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31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.3 Issued but not yet effective International Financial Reporting Standards
(continued)

Amendments to IAS 1 clarify the requirements for classifying liabilities as current or non-
current. The amendments specify that if an entity’s right to defer settlement of a liability
is subject to the entity complying with specified conditions, the entity has a right to
defer settlement of the liability at the end of the reporting period if it complies with those
conditions at that date. Classification of a liability is unaffected by the likelihood that the
entity will exercise its right to defer settlement of the liability. The amendments also clarify
the situations that are considered a settlement of a liability. The amendments are effective
for annual periods beginning on or after 1 January 2023 and shall be applied retrospectively.
Earlier application is permitted. The amendments are not expected to have any significant
impact on the Group’s financial statements.

Amendments to IAS 16 prohibit an entity from deducting from the cost of an item of property,
plant and equipment any proceeds from selling items produced while bringing that asset
to the location and condition necessary for it to be capable of operating in the manner
intended by management. Instead, an entity recognises the proceeds from selling any such
items, and the cost of those items, in profit or loss. The amendments are effective for annual
periods beginning on or after 1 January 2022 and shall be applied retrospectively only to
items of property, plant and equipment made available for use on or after the beginning of
the earliest period presented in the financial statements in which the entity first applies the
amendments. Earlier application is permitted. The amendments are not expected to have
any significant impact on the Group’s financial statements.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.3 Issued but not yet effective International Financial Reporting Standards
(continued)

Amendments to IAS 37 clarify that for the purpose of assessing whether a contract is onerous
under IAS 37, the cost of fulfilling the contract comprises the costs that relate directly to
the contract. Costs that relate directly to a contract include both the incremental costs of
fulfilling that contract (e.g., direct labour and materials) and an allocation of other costs that
relate directly to fulfilling that contract (e.g., an allocation of the depreciation charge for
an item of property, plant and equipment used in fulfilling the contract as well as contract
management and supervision costs). General and administrative costs do not relate directly
to a contract and are excluded unless they are explicitly chargeable to the counterparty
under the contract. The amendments are effective for annual periods beginning on or after
1 January 2022 and shall be applied to contracts for which an entity has not yet fulfilled all
its obligations at the beginning of the annual reporting period in which it first applies the
amendments. Earlier application is permitted. Any cumulative effect of initially applying the
amendments shall be recognised as an adjustment to the opening equity at the date of
initial application without restating the comparative information. The amendments are not
expected to have any significant impact on the Group’s financial statements.

Annual Improvements to IFRS Standards 2018-2020 sets out amendments to IFRS 1, IFRS
9, lllustrative Examples accompanying IFRS 16, and IAS 41. Details of the amendments that
are expected to be applicable to the Group are as follows:

° IFRS 9 Financial Instruments: clarifies the fees that an entity includes when assessing
whether the terms of a new or modified financial liability are substantially different
from the terms of the original financial liability. These fees include only those paid
or received between the borrower and the lender, including fees paid or received by
either the borrower or lender on the other’s behalf. An entity applies the amendment
to financial liabilities that are modified or exchanged on or after the beginning of
the annual reporting period in which the entity first applies the amendment. The
amendment is effective for annual periods beginning on or after 1 January 2022.
Earlier application is permitted. The amendment is not expected to have a significant
impact on the Group’s financial statements.
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31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.3 Issued but not yet effective International Financial Reporting Standards
(continued)

° IFRS 16 Leases: removes the illustration of payments from the lessor relating to
leasehold improvements in lllustrative Example 13 accompanying IFRS 16. This
removes potential confusion regarding the treatment of lease incentives when applying
IFRS 16.

2.4 Summary of significant accounting policies
Investments in associates

An associate is an entity in which the Group has a long term interest of generally not less
than 20% of the equity voting rights and over which it is in a position to exercise significant
influence. Significant influence is the power to participate in the financial and operating policy
decisions of the investee, but is not control or joint control over those policies.

The Group’s investments in associates are stated in the consolidated statement of financial
position at the Group’s share of net assets under the equity method of accounting, less
any impairment losses. Adjustments are made to bring into line any dissimilar accounting
policies that may exist.
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31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Investments in associates (continued)

The Group’s share of the post-acquisition results and other comprehensive income of
associates is included in the consolidated statement of profit or loss and consolidated other
comprehensive income, respectively. In addition, when there has been a change recognised
directly in the equity of the associate, the Group recognises its share of any changes, when
applicable, in the consolidated statement of changes in equity. Unrealised gains and losses
resulting from transactions between the Group and its associates are eliminated to the
extent of the Group’s investments in the associates, except where unrealised losses provide
evidence of an impairment of the assets transferred. Goodwill arising from the acquisition
of associates is included as part of the Group’s investments in associates.

If an investment in an associate becomes an investment in a joint venture or vice versa,
the retained interest is not remeasured. Instead, the investment continues to be accounted
for under the equity method. In all other cases, upon loss of significant influence over the
associate, the Group measures and recognises any retained investment at its fair value. Any
difference between the carrying amount of the associate upon loss of significant influence
and the fair value of the retained investment and proceeds from disposal is recognised in
profit or loss.

When an investment in an associate is classified as held for sale, it is accounted for in
accordance with IFRS 5 Non-current Assets Held for Sale and Discontinued Operations.

Fair value measurement

The Group measures its equity investments at fair value at the end of each reporting period.
Fair value is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date. The fair
value measurement is based on the presumption that the transaction to sell the asset or
transfer the liability takes place either in the principal market for the asset or liability, or in
the absence of a principal market, in the most advantageous market for the asset or liability.
The principal or the most advantageous market must be accessible by the Group. The fair
value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their
economic best interest.
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2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Fair value measurement (continued)

A fair value measurement of a non-financial asset takes into account a market participant’s
ability to generate economic benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for
which sufficient data are available to measure fair value, maximising the use of relevant
observable inputs and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial
statements are categorised within the fair value hierarchy, described as follows, based on
the lowest level input that is significant to the fair value measurement as a whole:

Level 1 - based on quoted prices (unadjusted) in active markets for identical assets
or liabilities
Level 2 - based on valuation techniques for which the lowest level input that is

significant to the fair value measurement is observable, either directly
or indirectly

Level 3 based on valuation techniques for which the lowest level input that is

significant to the fair value measurement is unobservable

For assets and liabilities that are recognised in the financial statements on a recurring basis,
the Group determines whether transfers have occurred between levels in the hierarchy by
reassessing categorisation (based on the lowest level input that is significant to the fair
value measurement as a whole) at the end of each reporting period.
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31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is
required (other than inventories, contract assets, deferred tax assets and financial assets), the
asset’s recoverable amount is estimated. An asset’s recoverable amount is the higher of the
asset’s or cash-generating unit’s value in use and its fair value less costs of disposal, and
is determined for an individual asset, unless the asset does not generate cash inflows that
are largely independent of those from other assets or groups of assets, in which case the
recoverable amount is determined for the cash-generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an asset exceeds its
recoverable amount. In assessing value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that reflects current market assessments
of the time value of money and the risks specific to the asset. An impairment loss is charged
to profit or loss in the period in which it arises in those expense categories consistent with
the function of the impaired asset.

An assessment is made at the end of each reporting period as to whether there is an
indication that previously recognised impairment losses may no longer exist or may have
decreased. If such an indication exists, the recoverable amount is estimated. A previously
recognised impairment loss of an asset other than goodwill is reversed only if there has
been a change in the estimates used to determine the recoverable amount of that asset,
but not to an amount higher than the carrying amount that would have been determined
(net of any depreciation/amortisation) had no impairment loss been recognised for the asset
in prior years. A reversal of such an impairment loss is credited to the statement of profit
or loss in the period in which it arises, unless the asset is carried at a revalued amount,
in which case the reversal of the impairment loss is accounted for in accordance with the
relevant accounting policy for that revalued asset.
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31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES

(CONTINUED)

2.4 Summary of significant accounting policies (continued)

Related parties

A party is considered to be related to the Group if:

(@) the party is a person or a close member of that person’s family and that person

(i)

)

(i)

or

has control or joint control over the Group;

has significant influence over the Group; or

is a member of the key management personnel of the Group or of a parent of
the Group;

(b) the party is an entity where any of the following conditions applies:

(i)
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the entity and the Group are members of the same group;

one entity is an associate or joint venture of the other entity (or of a parent,
subsidiary or fellow subsidiary of the other entity);

the entity and the Group are joint ventures of the same third party;

one entity is a joint venture of a third entity and the other entity is an associate
of the third entity;

the entity is a post-employment benefit plan for the benefit of employees of
either the Group or an entity related to the Group;

the entity is controlled or jointly controlled by a person identified in (a);



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Related parties (continued)
(b) the party is an entity where any of the following conditions applies: (continued)

(vii)  a person identified in (a)(i) has significant influence over the entity or is a
member of the key management personnel of the entity (or of a parent of the
entity); and

(viiij  the entity, or any member of a group of which it is a part, provides key
management personnel services to the Group or to the parent of the Group.

Property, plant and equipment and depreciation

Property, plant and equipment, are stated at cost less accumulated depreciation and
any impairment losses. The cost of an item of property, plant and equipment comprises
its purchase price and any directly attributable costs of bringing the asset to its working
condition and location for its intended use.

Expenditure incurred after items of property, plant and equipment have been put into
operation, such as repairs and maintenance, is normally charged to profit or loss in the
period in which it is incurred. In situations where the recognition criteria are satisfied, the
expenditure for a major inspection is capitalised in the carrying amount of the asset as a
replacement. Where significant parts of property, plant and equipment are required to be
replaced at intervals, the Group recognises such parts as individual assets with specific
useful lives and depreciates them accordingly.
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31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

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

Depreciation is calculated on the straight-line basis to write off the cost of each item of
property, plant and equipment to its residual value over its estimated useful life. The principal
annual rates used for this purpose are as follows:

Motor vehicles 16.2%
Office equipment, furniture and fittings 19.4%-66.7%

Where parts of an item of property, plant and equipment have different useful lives, the cost
of that item is allocated on a reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation method are reviewed, and
adjusted if appropriate, at least at each financial year end.

An item of property, plant and equipment including any significant part initially recognised
is derecognised upon disposal or when no future economic benefits are expected from its
use or disposal. Any gain or loss on disposal or retirement recognised in the statement of
profit or loss in the year the asset is derecognised is the difference between the net sales
proceeds and the carrying amount of the relevant asset.
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2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at cost. The cost
of intangible assets acquired in a business combination is the fair value at the date of
acquisition. The useful lives of intangible assets are assessed to be either finite or indefinite.
Intangible assets with finite lives are subsequently amortised over the useful economic life
and assessed for impairment whenever there is an indication that the intangible asset may
be impaired. The amortisation period and the amortisation method for an intangible asset
with a finite useful life are reviewed at least at each financial year end.

Software copyrights and licences

Purchased software copyrights and licences are stated at cost less any impairment losses
and are amortised on the straight-line basis over their estimated useful lives of 10 years.

Research and development costs
All research costs are charged to profit or loss as incurred.

Expenditure incurred on projects to develop new products is capitalised and deferred only
when the Group can demonstrate the technical feasibility of completing the intangible asset
so that it will be available for use or sale, its intention to complete and its ability to use
or sell the asset, how the asset will generate future economic benefits, the availability of
resources to complete the project and the ability to measure reliably the expenditure during
the development. Product development expenditure which does not meet these criteria is
expensed when incurred.

Deferred development costs are stated at cost less any impairment losses and are amortised

using the straight-line basis over the commercial lives of the underlying products of five
years, commencing from the date when the products are put into commercial production.
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2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Leases

The Group assesses at contract inception whether a contract is, or contains, a lease. A
contract is, or contains, a lease if the contract conveys the right to control the use of an
identified asset for a period of time in exchange for consideration.

Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for
short-term leases and leases of low-value assets. The Group recognises lease liabilities to
make lease payments and right-of-use assets representing the right to use the underlying
assets.

(@) Right-of-use assets

Right-of-use assets are recognised at the commencement date of the lease (that is
the date the underlying asset is available for use). Right-of-use assets are measured
at cost, less any accumulated depreciation and any impairment losses, and adjusted
for any remeasurement of lease liabilities. The cost of right-of-use assets includes the
amount of lease liabilities recognised, initial direct costs incurred, and lease payments
made at or before the commencement date less any lease incentives received. Right-
of-use assets are depreciated on a straight-line basis over the shorter of the lease
terms and the estimated useful lives of the assets as follows:

Office buildings 0.83-3 years
Other equipment 2 years

If ownership of the leased asset transfers to the Group by the end of the lease term

or the cost reflects the exercise of a purchase option, depreciation is calculated using
the estimated useful life of the asset.
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2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Leases (continued)
Group as a lessee (continueqd)
(b) Lease liabilities

Lease liabilities are recognised at the commencement date of the lease at the present
value of lease payments to be made over the lease term. The lease payments include
fixed payments (including in-substance fixed payments) less any lease incentives
receivable, variable lease payments that depend on an index or a rate, and amounts
expected to be paid under residual value guarantees. The lease payments also include
the exercise price of a purchase option reasonably certain to be exercised by the
Group and payments of penalties for termination of a lease, if the lease term reflects
the Group exercising the option to terminate the lease. The variable lease payments
that do not depend on an index or a rate are recognised as an expense in the period
in which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses its incremental
borrowing rate at the lease commencement date because the interest rate implicit in
the lease is not readily determinable. After the commencement date, the amount of
lease liabilities is increased to reflect the accretion of interest and reduced for the lease
payments made. In addition, the carrying amount of lease liabilities is remeasured if
there is a modification, a change in the lease term, a change in lease payments (e.g.,
a change to future lease payments resulting from a change in an index or rate) or a
change in assessment of an option to purchase the underlying asset.

(c) Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases
of office buildings and other equipment (that is those leases that have a lease term
of 12 months or less from the commencement date and do not contain a purchase
option). It also applies the recognition exemption for leases of low-value assets to
leases of other equipment that are considered to be of low value. Lease payments
on short-term leases and leases of low-value assets are recognised as an expense
on a straight-line basis over the lease term.
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2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised
cost, fair value through other comprehensive income, and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s
contractual cash flow characteristics and the Group’s business model for managing them.
With the exception of trade receivables that do not contain a significant financing component
or for which the Group has applied the practical expedient of not adjusting the effect of a
significant financing component, the Group initially measures a financial asset at its fair value,
plus in the case of a financial asset not at fair value through profit or loss, transaction costs.
Trade receivables that do not contain a significant financing component or for which the
Group has applied the practical expedient are measured at the transaction price determined
under IFRS 15 in accordance with the policies set out for “Revenue recognition” below.

In order for a financial asset to be classified and measured at amortised cost or fair value
through other comprehensive income, it needs to give rise to cash flows that are solely
payments of principal and interest (“SPPI”) on the principal amount outstanding. Financial
assets with cash flows that are not SPPI are classified and measured at fair value through
profit or loss, irrespective of the business model.

The Group’s business model for managing financial assets refers to how it manages its
financial assets in order to generate cash flows. The business model determines whether cash
flows will result from collecting contractual cash flows, selling the financial assets, or both.
Financial assets classified and measured at amortised cost are held within a business model
with the objective to hold financial assets in order to collect contractual cash flows, while
financial assets classified and measured at fair value through other comprehensive income
are held within a business model with the objective of both holding to collect contractual cash
flows and selling. Financial assets which are not held within the aforementioned business
models are classified and measured at fair value through profit or loss.

All regular way purchases and sales of financial assets are recognised on the trade date, that
is, the date that the Group commits to purchase or sell the asset. Regular way purchases
or sales are purchases or sales of financial assets that require delivery of assets within the
period generally established by regulation or convention in the marketplace.
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2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

24

Summary of significant accounting policies (continued)

Investments and other financial assets (continued)

Subsequent measurement

The subsequent measurement of financial assets depends on their classification as follows:

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using the effective interest
method and are subject to impairment. Gains and losses are recognised in the statement
of profit or loss when the asset is derecognised, modified or impaired.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are carried in the statement of financial
position at fair value with net changes in fair value recognised in the statement of profit or loss.

This category includes equity investments which the Group had not irrevocably elected to
classify at fair value through other comprehensive income. Dividends on equity investments
classified as financial assets at fair value through profit or loss are also recognised as other
income in the statement of profit or loss when the right of payment has been established, it
is probable that the economic benefits associated with the dividend will flow to the Group
and the amount of the dividend can be measured reliably.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of
similar financial assets) is primary derecognised (i.e., removed from the Group’s consolidated
statement of financial position) when:

° the rights to receive cash flows from the asset have expired; or

° the Group has transferred its rights to receive cash flows from the asset or has
assumed an obligation to pay the received cash flows in full without material delay
to a third party under a “pass-through” arrangement; and either (a) the Group has
transferred substantially all the risks and rewards of the asset, or (b) the Group has
neither transferred nor retained substantially all the risks and rewards of the asset,
but has transferred control of the asset.
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2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)

Derecognition of financial assets (continued)

When the Group has transferred its rights to receive cash flows from an asset or has entered
into a pass-through arrangement, it evaluates if, and to what extent, it has retained the
risk and rewards of ownership of the asset. When it has neither transferred nor retained
substantially all the risks and rewards of the asset nor transferred control of the asset, the
Group continues to recognise the transferred asset to the extent of the Group continuing
involvement. In that case, the Group also recognises an associated liability. The transferred
asset and the associated liability are measured on a basis that reflects the rights and
obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is
measured at the lower of the original carrying amount of the asset and the maximum amount
of consideration that the Group could be required to repay.

Impairment of financial assets

The Group recognises an allowance for expected credit losses (“ECLs”) for all debt instruments
not held at fair value through profit or loss. ECLs are based on the difference between the
contractual cash flows due in accordance with the contract and all the cash flows that the
Group expects to receive, discounted at an approximation of the original effective interest
rate. The expected cash flows will include cash flows from the sale of collateral held or
other credit enhancements that are integral to the contractual terms.

General approach

ECLs are recognised in two stages. For credit exposures for which there has not been a
significant increase in credit risk since initial recognition, ECLs are provided for credit losses
that result from default events that are possible within the next 12 months (a 12-month
ECL). For those credit exposures for which there has been a significant increase in credit
risk since initial recognition, a loss allowance is required for credit losses expected over
the remaining life of the exposure, irrespective of the timing of the default (a lifetime ECL).

At each reporting date, the Group assesses whether the credit risk on a financial instrument
has increased significantly since initial recognition. When making the assessment, the Group
compares the risk of a default occurring on the financial instrument as at the reporting
date with the risk of a default occurring on the financial instrument as at the date of initial
recognition and considers reasonable and supportable information that is available without
undue cost or effort, including historical and forward-looking information.
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2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Impairment of financial assets (continued)
General approach (continued)

The Group considers a financial asset in default when contractual payments are 90 days
past due. However, in certain cases, the Group may also consider a financial asset to be in
default when internal or external information indicates that the Group is unlikely to receive the
outstanding contractual amounts in full before taking into account any credit enhancements
held by the Group. A financial asset is written off when there is no reasonable expectation
of recovering the contractual cash flows.

Financial assets at amortised cost are subject to impairment under the general approach
and they are classified within the following stages for measurement of ECLs except for trade
receivables and contract assets which apply the simplified approach as detailed below.

Stage 1 - Financial instruments for which credit risk has not increased significantly
since initial recognition and for which the loss allowance is measured at
an amount equal to 12-month ECLs

Stage 2 - Financial instruments for which credit risk has increased significantly
since initial recognition but that are not credit-impaired financial assets
and for which the loss allowance is measured at an amount equal to
lifetime ECLs

Stage 3 — Financial assets that are credit-impaired at the reporting date (but that

are not purchased or originated credit-impaired) and for which the loss
allowance is measured at an amount equal to lifetime ECLs
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2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Impairment of financial assets (continued)
Simplified approach
For trade receivables and contract assets that do not contain a significant financing
component or when the Group applies the practical expedient of not adjusting the effect of
a significant financing component, the Group applies the simplified approach in calculating
ECLs. Under the simplified approach, the Group does not track changes in credit risk, but
instead recognises a loss allowance based on lifetime ECLs at each reporting date. The
Group has established a provision matrix that is based on its historical credit loss experience,
adjusted for forward-looking factors specific to the debtors and the economic environment.
Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as payables, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of payables, net
of directly attributable transaction costs.

The Group’s financial liabilities include trade and other payables and an amount due to the
ultimate holding company.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Financial liabilities (continued)
Subsequent measurement
The subsequent measurement of financial liabilities depends on their classification as follows:
Financial liabilities at amortised cost (loans and borrowings)

After initial recognition, interest-bearing loans and borrowings are subsequently measured
at amortised cost, using the effective interest rate method unless the effect of discounting
would be immaterial, in which case they are stated at cost. Gains and losses are recognised
in the statement of profit or loss when the liabilities are derecognised as well as through
the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition
and fees or costs that are an integral part of the effective interest rate. The effective interest
rate amortisation is included in finance costs in the statement of profit or loss.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled, or expires.

When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the original liability and a recognition
of a new liability, and the difference between the respective carrying amounts is recognised
in the statement of profit or loss.

Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount is reported in the
statement of financial position if there is a currently enforceable legal right to offset the

recognised amounts and there is an intention to settle on a net basis, or to realise the assets
and settle the liabilities simultaneously.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Treasury shares

Own equity instruments which are reacquired and held by the Company or the Group
(treasury shares) are recognised directly in equity at cost. No gain or loss is recognised in
the statement of profit or loss on the purchase, sale, issue or cancellation of the Group’s
own equity instruments.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined
on the first-in, first-out basis and, in the case of work in progress and finished goods,
comprises direct materials, direct labour and an appropriate proportion of overheads. Net
realisable value is based on estimated selling prices less any estimated costs to be incurred
to completion and disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and cash equivalents
comprise cash on hand and demand deposits, and short term highly liquid investments
that are readily convertible into known amounts of cash, are subject to an insignificant
risk of changes in value, and have a short maturity of generally within three months when
acquired, less bank overdrafts which are repayable on demand and form an integral part
of the Group cash management.

For the purpose of the consolidated statement of financial position, cash and cash equivalents

comprise cash on hand and at banks, including term deposits, and assets similar in nature
to cash, which are not restricted as to use.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Provisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a
result of a past event and it is probable that a future outflow of resources will be required
to settle the obligation, provided that a reliable estimate can be made of the amount of the
obligation.

When the effect of discounting is material, the amount recognised for a provision is the
present value at the end of the reporting period of the future expenditures expected to be
required to settle the obligation. The increase in the discounted present value amount arising
from the passage of time is included in finance costs in the statement of profit or loss.

Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognised
outside profit or loss is recognised outside profit or loss, either in other comprehensive
income or directly in equity.

Current tax assets and liabilities are measured at the amount expected to be recovered
from or paid to the taxation authorities, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the reporting period, taking into consideration
interpretations and practices prevailing in the countries in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary differences at the end

of the reporting period between the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes.
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NOTES TO

31 December 2020

FINANCIAL STATEMENTS (CONTINUED)

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)

Income tax (continued)

Deferred tax liabilities are recognised for all taxable temporary differences, except:

when the deferred tax liability arises from the initial recognition of goodwill or an asset
or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; and

in respect of taxable temporary differences associated with investments in subsidiaries,
and associates, when the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will not reverse in the
foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, and the carry

forward of unused tax credits and any unused tax losses. Deferred tax assets are recognised
to the extent that it is probable that taxable profit will be available against which the deductible

tempo

rary differences, and the carry forward of unused tax credits and unused tax losses

can be utilised, except:
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when the deferred tax asset relating to the deductible temporary difference arises
from the initial recognition of an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither the accounting profit
nor taxable profit or loss; and

in respect of deductible temporary differences associated with investments in
subsidiaries and associates, deferred tax assets are only recognised to the extent
that it is probable that the temporary differences will reverse in the foreseeable future
and taxable profit will be available against which the temporary differences can be
utilised.



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Income tax (continued)

The carrying amount of deferred tax assets is reviewed at the end of each reporting period
and reduced to the extent that it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be utilised. Unrecognised deferred
tax assets are reassessed at the end of each reporting period and are recognised to the
extent that it has become probable that sufficient taxable profits will be available to allow
all or part of the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply
to the period when the asset is realised or the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if and only if the Group has a legally
enforceable right to set off current tax assets and current tax liabilities and the deferred
tax assets and deferred tax liabilities relate to income taxes levied by the same taxation
authority on either the same taxable entity or different taxable entities which intend either
to settle current tax liabilities and assets on a net basis, or to realise the assets and settle
the liabilities simultaneously, in each future period in which significant amounts of deferred
tax liabilities or assets are expected to be settled or recovered.

Government grants
Government grants are recognised at their fair value where there is reasonable assurance
that the grant will be received and all attaching conditions will be complied with. When the

grant relates to an expense item, it is recognised as income on a systematic basis over the
periods that the costs, for which it is intended to compensate, are expensed.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Revenue recognition
Revenue from contracts with customers

Revenue from contracts with customers is recognised when control of goods or services
is transferred to the customers at an amount that reflects the consideration to which the
Group expects to be entitled in exchange for those goods or services.

When the consideration in a contract includes a variable amount, the amount of consideration
is estimated to which the Group will be entitled in exchange for transferring the goods or
services to the customer. The variable consideration is estimated at contract inception and
constrained until it is highly probable that a significant revenue reversal in the amount of
cumulative revenue recognised will not occur when the associated uncertainty with the
variable consideration is subsequently resolved.

When the contract contains a financing component which provides the customer with a
significant benefit of financing the transfer of goods or services to the customer for more
than one year, revenue is measured at the present value of the amount receivable, discounted
using the discount rate that would be reflected in a separate financing transaction between
the Group and the customer at contract inception. When the contract contains a financing
component which provides the Group with a significant financial benefit for more than one
year, revenue recognised under the contract includes the interest expense accreted on the
contract liability under the effective interest method. For a contract where the period between
the payment by the customer and the transfer of the promised goods or services is one
year or less, the transaction price is not adjusted for the effects of a significant financing
component, using the practical expedient in IFRS 15.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Revenue recognition (continued)
Revenue from contracts with customers (continueqd)
(a) Sales of products

The Group’s contracts for sales of software commonly involve the delivery of software
as well as post-contract support services (“PCS”). Software is a right to use license
because the software has standalone functionality and the customer can use the
software as it is available at a point in time. Licenses are typically delivered by providing
the customer an activation code with access to download the software. Contracts for
bundled sales of software and PCS are comprised of two performance obligations
because the promises to transfer the software and provide PCS are capable of being
distinct and separately identifiable. Accordingly, the transaction price is allocated
based on the relative standalone selling prices of the software and PCS. Revenue
from the sale of products is recognised at the point in time when control of the asset
is transferred to the customer, generally on delivery of the software while revenue
from PCS is recognised over time.

(b) Rendering of services

The Group provides cloud services. Revenue from cloud services is recognised over
time, using an input method to measure progress towards complete satisfaction of the
service, because the customer simultaneously receives and consumes the benefits
provided by the Group. The input method recognises revenue on the basis of the
service period expended relative to the total service period to complete the service.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Revenue recognition (continued)
Other income

Interest income is recognised on an accrual basis using the effective interest method by
applying the rate that exactly discounts the estimated future cash receipts over the expected
life of the financial instrument or a shorter period, when appropriate, to the net carrying
amount of the financial asset.

Dividend income is recognised when the shareholders’ right to receive payment has been
established, it is probable that the economic benefits associated with the dividend will flow
to the Group and the amount of the dividend can be measured reliably.

Contract assets

A contract asset is the right to consideration in exchange for goods or services transferred to
the customer. If the Group performs by transferring goods or services to a customer before
the customer pays consideration or before payment is due, a contract asset is recognised
for the earned consideration that is conditional. Contract assets are subject to impairment
assessment, details of which are included in the accounting policies for impairment of
financial assets.

Contract liabilities
A contract liability is recognised when a payment is received or a payment is due (whichever
is earlier) from a customer before the Group transfers the related goods or services. Contract

liabilities are recognised as revenue when the Group performs under the contract (i.e.,
transfers control of the related goods or services to the customer).
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Contract costs

Other than the costs which are capitalised as intangible assets, costs incurred to fulfil a
contract with a customer are capitalised as an asset if all of the following criteria are met:

(a) The costs relate directly to a contract or to an anticipated contract that the entity
can specifically identify.

(b) The costs generate or enhance resources of the entity that will be used in satisfying
(or in continuing to satisfy) performance obligations in the future.

(c) The costs are expected to be recovered.

The capitalised contract costs are amortised and charged to the statement of profit or loss
on a systematic basis that is consistent with the transfer to the customer of the goods or
services to which the asset relates. Other contract costs are expensed as incurred.

Share-based payments

The Group operates an employee trust benefit scheme and the employee share ownership
scheme for the purpose of providing incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Employees (including directors) of the
Group receive remuneration in the form of share-based payments, whereby employees
render services as consideration for equity instruments (“equity-settled transactions”).

The cost of equity-settled transactions with employees is measured by reference to the fair
value at the date at which they are granted. The fair value is determined using the Black-
Scholes Model, the Monte Carlo method and the closing prices of the H shares, further
details of which are given in note 28 to the financial statements.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Share-based payments (continued)

The cost of equity-settled transactions is recognised in employee benefit expense, together
with a corresponding increase in equity, over the period in which the performance and/
or service conditions are fulfilled. The cumulative expense recognised for equity-settled
transactions at the end of each reporting period until the vesting date reflects the extent
to which the vesting period has expired and the Group’s best estimate of the number of
equity instruments that will ultimately vest. The charge or credit to the statement of profit
or loss for a period represents the movement in the cumulative expense recognised as at
the beginning and end of that period.

Service and non-market performance conditions are not taken into account when determining
the grant date fair value of awards, but the likelihood of the conditions being met is assessed
as part of the Group’s best estimate of the number of equity instruments that will ultimately
vest. Market performance conditions are reflected within the grant date fair value. Any
other conditions attached to an award, but without an associated service requirement, are
considered to be non-vesting conditions. Non-vesting conditions are reflected in the fair
value of an award and lead to an immediate expensing of an award unless there are also
service and/or performance conditions.

For awards that do not ultimately vest because non-market performance and/or service
conditions have not been met, no expense is recognised. Where awards include a market
or non-vesting condition, the transactions are treated as vesting irrespective of whether
the market or non-vesting condition is satisfied, provided that all other performance and/
or service conditions are satisfied.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Share-based payments (continued)

Where the terms of an equity-settled award are modified, as a minimum an expense is
recognised as if the terms had not been modified, if the original terms of the award are
met. In addition, an expense is recognised for any modification that increases the total fair
value of the share-based payments, or is otherwise beneficial to the employee as measured
at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of
cancellation, and any expense not yet recognised for the award is recognised immediately.
This includes any award where non-vesting conditions within the control of either the Group
or the employee are not met. However, if a new award is substituted for the cancelled award,
and is designated as a replacement award on the date that it is granted, the cancelled and
new awards are treated as if they were a modification of the original award, as described
in the previous paragraph.

The dilutive effect of treasury shares acquired for the schemes is reflected as additional
share dilution in the computation of earnings per share.

Other employee benefits
Pension scheme

The employees of the Company and its subsidiary which operate in Mainland China
are required to participate in a central pension scheme operated by the local municipal
government. The Company and its subsidiary are required to contribute a certain percentage
of their payroll costs to the central pension scheme. The contributions are charged to profit
or loss as they become payable in accordance with the rules of the central pension scheme.

The Company’s employees in the United States who participate in the 401(k) Plan may
contribute pre-tax compensation subject to Internal Revenue Service limitations and the
terms and conditions of the 401(k) Plan. Both the participation from the employees and the
corresponding contributions from the US subsidiary into the 401(k) Plan are not required
but optional.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Other employee benefits (continued)
Termination benefits

Termination benefits are recognised at the earlier of when the Group can no longer withdraw
the offer of those benefits and when the Group recognises restructuring costs involving the
payment of termination benefits.

Dividends

Final dividends are recognised as a liability when they are approved by the shareholders in a
general meeting. Proposed final dividends are disclosed in note 11 to the financial statements.

Foreign currencies

These financial statements are presented in RMB, which is the Company’s functional
currency. Each entity in the Group determines its own functional currency and items included
in the financial statements of each entity are measured using that functional currency. Foreign
currency transactions recorded by the entities in the Group are initially recorded using their
respective functional currency rates prevailing at the dates of the transactions. Monetary
assets and liabilities denominated in foreign currencies are translated at the functional
currency rates of exchange ruling at the end of the reporting period. Differences arising on
settlement or translation of monetary items are recognised in the statement of profit or loss.

Differences arising on settlement or translation of monetary items are recognised in the
statement of profit or loss with the exception of monetary items that are designated as part
of the hedge of the Group’s net investment of a foreign operation. These are recognised
in other comprehensive income until the net investment is disposed of, at which time the
cumulative amount is reclassified to the statement of profit or loss. Tax charges and credits
attributable to exchange differences on those monetary items are also recorded in other
comprehensive income.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Summary of significant accounting policies (continued)
Foreign currencies (continued)

Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are translated using the exchange rates
at the date when the fair value was determined. The gain or loss arising on translation of a
non-monetary item measured at fair value is treated in line with the recognition of the gain
or loss on change in fair value of the item (i.e., translation difference on the item whose
fair value gain or loss is recognised in other comprehensive income or profit or loss is also
recognised in other comprehensive income or profit or loss, respectively).

In determining the exchange rate on initial recognition of the related asset, expense or
income on the derecognition of a non-monetary asset or non-monetary liability relating to
an advance consideration, the date of initial transaction is the date on which the Group
initially recognises the non-monetary asset or non-monetary liability arising from the advance
consideration. If there are multiple payments or receipts in advance, the Group determines
the transaction date for each payment or receipt of the advance consideration.

The functional currencies of certain overseas subsidiaries are currencies other than RMB. As
at the end of the reporting period, the assets and liabilities of these entities are translated into
RMB at the exchange rates prevailing at the end of the reporting period and their statements
of profit or loss are translated into RMB at the weighted average exchange rates for the year.

The resulting exchange differences are recognised in other comprehensive income and
accumulated in the exchange fluctuation reserve. On disposal of a foreign operation, the
component of other comprehensive income relating to that particular foreign operation is
recognised in the statement of profit or loss.

For the purpose of the consolidated statement of cash flows, the cash flows of an overseas
subsidiary are translated into RMB at the exchange rates ruling at the dates of the cash
flows. Frequently recurring cash flows of an overseas subsidiary which arise throughout the
year are translated into RMB at the weighted average exchange rates for the year.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

3.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the Group’s financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets
and liabilities, and their accompanying disclosures, and the disclosure of contingent liabilities.
Uncertainty about these assumptions and estimates could result in outcomes that could require
a material adjustment to the carrying amounts of the assets or liabilities affected in the future.

Judgements

In the process of applying the Group’s accounting policies, management has made the following
judgements, apart from those involving estimations, which have the most significant effect on the
amounts recognised in the financial statements:

Significant judgement in determining the lease term of contracts with renewal options

The Group has several lease contracts that include extension and termination options. The Group
applies judgement in evaluating whether or not to exercise the option to renew or terminate the
lease. That is, it considers all relevant factors that create an economic incentive for it to exercise
either the renewal or termination. After the commencement date, the Group reassesses the lease
term if there is a significant event or change in circumstances that is within its control and affects
its ability to exercise or not to exercise the option to renew or to terminate the lease.

Estimation uncertainty
The key assumptions concerning the future and other key sources of estimation uncertainty at

the end of the reporting period, that have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next financial year, are described below.
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31 December 2020

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (CONTINUED)
Estimation uncertainty (continued)
Leases - Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in a lease, and therefore, it uses an
incremental borrowing rate (“IBR”) to measure lease liabilities. The IBR is the rate of interest that
the Group would have to pay to borrow over a similar term, and with a similar security, the funds
necessary to obtain an asset of a similar value to the right-of-use asset in a similar economic
environment. The IBR therefore reflects what the Group “would have to pay”, which requires
estimation when no observable rates are available (such as the Group that does not enter into
financing transactions). The Group estimates the IBR using observable inputs (such as market
interest rates) when available.

Impairment of non-financial assets (other than goodwill)

The Group assesses whether there are any indicators of impairment for all non-financial assets
(including the right-of-use assets) at the end of each reporting period. Other non-financial assets are
tested for impairment when there are indicators that the carrying amounts may not be recoverable.
An impairment exists when the carrying value of an asset or a cash-generating unit exceeds its
recoverable amount, which is the higher of its fair value less costs of disposal and its value in use.
The calculation of the fair value less costs to disposal is based on available data from binding
sales transactions in an arm’s length transaction of similar assets or observable market prices
less incremental costs for disposing of the asset. When value in use calculations are undertaken,
management must estimate the expected future cash flows from the asset or cash-generating unit,
and choose a suitable discount rate in order to calculate the present value of those cash flows.

Deferred tax assets

Deferred tax assets are recognised for unused tax losses to the extent that it is probable that
taxable profit will be available against which the losses can be utilised. Significant management
judgement is required to determine the amount of deferred tax assets that can be recognised,
based upon the likely timing and level of future taxable profits together with future tax planning
strategies. The carrying value of deferred tax assets relating to recognised tax losses at 31
December 2020 was RMB10,452,000 (2019: RMB4,795,000). The amount of unrecognised tax
losses at 31 December 2020 was RMB38,886,000 (2019: RMB38,309,000). Further details are
contained in note 26 to the financial statements.
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31 December 2020

3.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (CONTINUED)
Estimation uncertainty (continued)
Fair value of unlisted equity investments

The unlisted equity investments have been valued based on a market-based valuation technique
as detailed in note 35 to the financial statements. The valuation requires the Group to determine
the comparable public companies (peers) and select the price multiple. In addition, the Group
makes estimates about the discount for illiquidity and size differences. The Group classifies the
fair value of these investments as Level 3. The fair value of the unlisted equity investments at 31
December 2020 was RMB53,463,000 (2019: RMB54,302,000). Further details are included in note
17 to the financial statements.

Useful life of intangible asset

The useful life of software is estimated based on historical experience, which includes the actual
useful lives of similar assets and changes in technology.

Share-based payments

The Group measures the cost of equity-settled transactions with employees by reference to the
fair value of the equity instruments at the date at which they are granted. Estimating fair value
requires determining the most appropriate valuation model for a grant of equity instruments, which
is dependent on the terms and conditions of the grant. This also requires determining the most
appropriate inputs to the valuation model including the expected life, volatility and dividend yield
and making assumptions about them. Continuous estimation is required for the calculation of the
cumulative share-based payment cost at each reporting date until vesting, including estimate of
the number of trust benefit units that will vest. Details of share-based payments are contained in
note 28 to the financial statements.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into business units based on their products
and services and has two reportable operating segments as follows:

° Software business segment engages in the sales of software, and the provision of PCS;
and
° Cloud service business segment engages in the rendering of cloud services.

Management monitors the results of the Group’s operating segments separately for the purpose of
making decisions about resource allocation and performance assessment. Segment performance
is evaluated based on reportable segment profit, which is a measure of adjusted profit before tax.
The adjusted profit before tax is measured consistently with the Group’s profit before tax except
that other income and gains, research and development costs, selling and distribution expenses,
administrative expenses, impairment losses on finance assets, other expenses, financial costs, as
well as share of profits and losses of an associate are excluded from such measurement.

Segment assets and liabilities are managed on a group basis.
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31 December 2020

4. OPERATING SEGMENT INFORMATION (CONTINUED)

Year ended 31 December 2020

Segment revenue (note 5)
Sales to external customers

Segment cost (hote 6)
Cost of sales

Segment results

Reconciliation:

Other income and gains

Research and development costs
Selling and distribution expenses
Administrative expenses

Impairment losses on financial assets
Other expenses

Finance costs

Share of losses of an associate

Profit before tax
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Software
business
RMB’000

270,243

(16,943)

253,300

Cloud service
business
RMB’000

239,175

(66,491)

172,684

Total
RMB’000

509,418

(83,434)

425,984

73,542
(161,688)
(189,173)
(65,280)
(31,110)
(23,355)
(1,404)

(3,897)

23,619



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

OPERATING SEGMENT INFORMATION (CONTINUED)

Year ended 31 December 2019

Segment revenue (note 5)
Sales to external customers

Segment cost (nhote 6)
Cost of sales

Segment results

Reconciliation:

Other income and gains
Research and development costs
Selling and distribution expenses
Administrative expenses

Other expenses

Finance costs

Share of profits of an associate

Profit before tax

Software
business
RMB’000

317,404

(12,588)

304,816
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Cloud service
business Total
RMB’000 RMB’000

145,998 463,402

(30,571) (43,159)

115,427 420,243

102,354
(138,629)
(207,572)
(88,585)
(1,527)
(722)
5,299

90,861



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

4. OPERATING SEGMENT INFORMATION (CONTINUED)
Geographical information

Since all of the Group’s revenue was generated from the sale of products and the provision of
related services in Mainland China and 99% of the Group’s identifiable non-current assets were
located in Mainland China, no geographical information in accordance with IFRS 8 Operating
Segments is presented.

Information about a major customer

Since no revenue amounting to 10% or more of the Group’s revenue was derived from sales to
a single customer during the year, including sales to a group of entities which are known to be
under common control with any customer, no major customer information in accordance with IFRS
8 Operating Segments is presented.

5. REVENUE, OTHER INCOME AND GAINS

An analysis of revenue is as follows:

2020 2019
RMB’000 RMB’000

Revenue from contracts with customers
Sales of products 297,646 298,350
Rendering of services 210,810 163,954
Sale of purchased goods 962 1,098
509,418 463,402
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

REVENUE, OTHER INCOME AND GAINS (CONTINUED)
Revenue from contracts with customers
(i) Disaggregated revenue information
For the year ended 31 December 2020
Software Cloud service
Segments business business Total

RMB’000 RMB’000 RMB’000

Types of goods or services

Sales of products 207,326 90,320 297,646
Rendering of services 61,955 148,855 210,810
Sale of purchased goods 962 - 962

Total revenue from contracts with
customers 270,243 239,175 509,418

Geographical market
Mainland China 270,243 239,175 509,418

Total revenue from contracts with
customers 270,243 239,175 509,418

Timing of revenue recognition

Goods/services transferred at a
point in time 208,288 120,324 328,612
Services transferred over time 61,955 118,851 180,806

Total revenue from contracts with
customers 270,243 239,175 509,418
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

5. REVENUE, OTHER INCOME AND GAINS (CONTINUED)
Revenue from contracts with customers (continued)
(i) Disaggregated revenue information (continued)
For the year ended 31 December 2019
Software Cloud service
Segments business business Total

RMB’000 RMB’000 RMB’000

Types of goods or services

Sales of products 235,706 62,644 298,350
Rendering of services 80,600 83,354 163,954
Sale of purchased goods 1,098 - 1,098

Total revenue from contracts with
customers 317,404 145,998 463,402

Geographical market
Mainland China 317,404 145,998 463,402

Total revenue from contracts with
customers 317,404 145,998 463,402

Timing of revenue recognition

Goods/services transferred at a
point in time 236,304 62,644 299,448
Services transferred over time 80,600 83,354 163,954

Total revenue from contracts with
customers 317,404 145,998 463,402
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

5. REVENUE, OTHER INCOME AND GAINS (CONTINUED)

Revenue from contracts with customers (continued)

(i)

Disaggregated revenue information (continued)

Set out below is the reconciliation of the revenue from contracts with customers to the
amounts disclosed in the segment information:

For the year ended 31 December 2020

Software Cloud service
Segments business business Total
RMB’000 RMB’000 RMB’000

Revenue from contracts with
customers
External customers 270,243 239,175 509,418

Total revenue from contracts with
customers 270,243 239,175 509,418

For the year ended 31 December 2019

Software Cloud service
Segments business business Total
RMB’000 RMB’000 RMB’000

Revenue from contracts with
customers
External customers 317,404 145,998 463,402

Total revenue from contracts with
customers 317,404 145,998 463,402
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

5. REVENUE, OTHER INCOME AND GAINS (CONTINUED)
Revenue from contracts with customers (continued)
(i) Disaggregated revenue information (continued)
The following table shows the amounts of revenue recognised in the current reporting period

that were included in the contract liabilities at the beginning of the reporting period and
recognised from performance obligations satisfied in previous periods:

2020 2019
RMB’000 RMB’000
Revenue recognised that was included in contract
liabilities at the beginning of the reporting period:
Rendering of services 84,553 72,358

(il  Performance obligations
Information about the Group’s performance obligations is summarised below:
Sales of products
The performance obligation is satisfied upon delivery of products and payment in advance
is normally required. No contract provides customers with a right of return which gives rise
to variable consideration subject to constraint.

Rendering of services

The performance obligation is satisfied over time as services are rendered and payment in
advance is normally required.

The amounts of contract liabilities included in the current portion is approximately

RMB173,323,000 (2019: RMB186,462,000). The amounts expected to be recognised as
revenue within one year are affected when the end customer starts to use.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

REVENUE, OTHER INCOME AND GAINS (CONTINUED)

An analysis of other income and gains is as follows:

2020 2019
RMB’000 RMB’000

Other income
Value-added tax refunds 29,216 35,879
Government grants 1,779 1,130
Interest income 31,495 36,094
Others 567 -
63,057 73,103

Gains

Gains on disposal of financial investments - 5,512
Financial assets at fair value through profit or loss 9,958 18,291
Exchange gains, net - 3,472
Others 527 1,976
10,485 29,251
73,542 102,354
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

6. PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after charging/(crediting):

Notes 2020 2019
RMB’000 RMB’000
Cost of software sold 5,671 4,733
Cost of services provided 77,311 37,965
Cost of purchased goods sold 452 461
Total cost of sales 83,434 43,159
Depreciation of property, plant and equipment 13 1,345 1,253
Depreciation of right-of-use assets 14 6,913 7,064
Amortisation of intangible assets (note 7) 15 14,980 29,251
Lease payments not included in the
measurement of lease liabilities 14 2,343 3,229
Research and development costs (note 2) 161,688 138,629
Auditor’s remuneration 1,460 2,915
Employee benefit expenses (including directors’,
supervisors’ and chief executive’s remuneration
other than below):
Wages and salaries 298,510 282,591
Equity-settled share-based payment expense 174 5,649
Pension scheme contributions 17,119 26,464
315,803 314,704
Foreign exchange differences, net 5 8,415 (8,472)
Impairment of an investment in an associate 16 13,510 -
Impairment of financial assets, net 31,110 -
Financial assets at fair value through profit or
loss B (9,958) (18,291)

Note 1: During the year ended 31 December 2020, amortisation of intangible assets of approximately
RMB7,354,000 (2019: RMB7,532,000) is included in “Cost of sales and services provided” in the
consolidated statement of profit or loss.

Note 2: During the year ended 31 December 2020, research and development costs of approximately
RMB150,609,000 (2019: RMB135,691,000) were included in employee benefit expenses.

158 2020 Annual Report



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

FINANCE COSTS

An analysis of finance costs is as follows:

2020 2019

RMB’000 RMB’000

Interest on lease liabilities 377 722
Others 1,027 -
1,404 722

DIRECTORS’, SUPERVISORS’ AND CHIEF EXECUTIVE’S REMUNERATION

Directors’, supervisors’ and chief executive’s remuneration for the year, disclosed pursuant to the
Listing Rules, section 383(1)(a), (b), (c) and (d) of the Hong Kong Companies Ordinance and Part 2
of the Companies (Disclosure of Information about Benefits of Directors) Regulation, is as follows:

2020 2019
RMB’000 RMB’000
Fees! 610 610
Other emoluments:
Salaries, allowances and benefits in kind 1,694 2,303
Performance related bonuses 2,029 840
Termination benefits - 1,546
Social security contributions other than pension? 170 242
Equity-settled share-based payment expense 8 2,992
Pension scheme contributions® 102 203
4,613 8,736
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

8.

DIRECTORS’, SUPERVISORS’ AND CHIEF EXECUTIVE’S REMUNERATION
(CONTINUED)

! Directors and supervisors, except for independent non-executive directors and independent supervisors,
did not receive any remuneration for their services in the respective capacities as directors and
supervisors. During the years ended 31 December 2019 and 2020, except for Mr. Zeng Zhiyong who
was paid by the Group as a compensation for loss of office in 2019, no remuneration was paid by the
Group to any directors, supervisors and the chief executive as an inducement to join or upon joining
the Group or as compensation for loss of office.

2 The social security contributions other than pension represented the Group’s statutory contributions
directly to the PRC government, and are determined based on a certain percentage of the salaries
of the directors, supervisors and the chief executive.

g The pension scheme contributions represented the Company’s statutory contributions to a defined
contribution pension scheme organised by the PRC government, and are determined based on a
certain percentage of the salaries of the directors, supervisors and the chief executive.

During the year, a director was granted incentive shares, in respect of his service to the Group,
under the employee share ownership scheme (the “Employee Share Ownership Scheme”) of
the Company. During the prior year, certain directors and a supervisor were granted trust benefit
units, in respect of their services to the Group, under the Employee Trust Benefit Scheme of the
Company. Further details are set out in note 28 to the financial statements. The fair value of such
incentive shares, which has been recognised in the statement of profit or loss over the vesting
period, was determined as at the date of grant and the amount included in the financial statements
for the reporting period is included in the above directors’ and chief executive’s remuneration
disclosures.

As of 31 December 2020 and at any time during the reporting period, save as set out in note
33 to the financial statements, there were no material interests of directors or supervisors in the
transactions, arrangements or contracts entered into by the Company or the Group.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

8. DIRECTORS’, SUPERVISORS’ AND CHIEF EXECUTIVE’S REMUNERATION
(CONTINUED)

(@) Independent non-executive directors

The fees paid to independent non-executive directors during the year were as follows:

2020 2019

RMB’000 RMB’000

Mr. Chen, Kevin Chien-wen 150 150
Mr. Lau, Chun Fai Douglas 150 150
Mr. Chen Shuning 150 150
450 450

There were no other emoluments payable to the independent non-executive directors during
the year (2019: Nil).

(b) Executive directors and non-executive directors

The Group’s board of directors was comprised of one (2019: two) executive director whose
name was Mr. Yang Yuchun and two (2019: two) non-executive directors whose names were
Mr. Wang Wenjing and Mr. Wu Zhengping. Mr. Zeng Zhiyong has resigned as an executive
director of the Group and the vice chairman from 10 July 2019 and received emoluments
from 1 January to 10 July 2019. Directors’ and chief executive’s remuneration for the year
is as follows:
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

8. DIRECTORS’, SUPERVISORS’ AND CHIEF EXECUTIVE’S REMUNERATION
(CONTINUED)

(b) Executive directors and non-executive directors (continued)

Social Equity-
Salaries, security settled
allowances Performance- contributions share-based Pension
and benefits related  other than payment scheme
2020 Fees in kind bonuses pension? expense contributions® Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Non-executive directors:
Mr. Wang Wenjing - - - o o - -
Mr. Wu Zhengping - - - - - o -

Executive directors:
Mr. Yang Yuchun - 1,296 1,876 72 1 4 3,286
- 1,296 1,876 72 1 4 3,286
Social Equity-
Salaries, security settled
allowances  Performance- contributions  share-based Pension
and benefits related  Termination  otherthan  payment scheme
2019 Fees in kind bonuses benefits pension? expense  contributions® Total

RMB'000  RMB'000  RMB'000  RMB000  RMB'000  RMB'000  RMB000  RMB'000

Non-executive directors:
Mr. Wang Wenjing - - = = - - - _
Mr. Wu Zhengping - - = = = - - -

Executive directors:
Mr. Zeng Zhiyong - 87 34 1,546 75 - 88 2530
Mr. Yang Yuchun - 1126 708 - 76 2,968 50 4,928

There was no arrangement under which a director or the chief executive waived or agreed
to waive any remuneration during the year.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

DIRECTORS’, SUPERVISORS’ AND CHIEF EXECUTIVE’S REMUNERATION
(CONTINUED)

(c) Chief executive
Mr. Yang Yuchun was also the chief executive of the Company.

(d) Supervisors

Social Equity-
Salaries, security settled
allowances Performance- contributions ~share-based Pension
and benefits related  other than payment scheme
2020 Fees in kind bonuses pension? expense  contributions® Total

RMB'000 RMB000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Shareholder representative

Supervisors:
Mr. Guo Xinping - - - = = = -
Mr. Zhang Peilin’ - - - = = - -
Mr. Xu Zhoujin‘ - - - - = -

Independent supervisors:
Mr. Ruan Guangli 80 - - - - - 80
Mr. Ma Yongyi 80 - - - - - 80
Employee representative

supervisors (as the

employees of the Company):
Mr. Cai Jingsheng? - 120 31 29 7 17 204
Ms. Xia Yuhan® - 80 43 22 - 15 160
Ms. Ren Jig - 198 79 47 - 29 353
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

8. DIRECTORS’, SUPERVISORS’ AND CHIEF EXECUTIVE’S REMUNERATION

(CONTINUED)

(d) Supervisors (continued)

Salaries, Social security  Equity-settled
alowances  Performance-  contributions  share-based Pension
and benefits related other than payment scheme
2019 Fees in kind bonuses pension? expense  contributions?’ Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Shareholder representative
Supervisors:
Mr. Guo Xinping - - - - - - -
Mr. Zhang Peilin* - - - - - - -
Independent supervisors:
Mr. Ruan Guangli 80 - - - - - 80
Mr. Ma Yongyi 80 - - - - = 80
Employee representative
supervisors (as the
employees of the Company):
Mr. Cai Jingsheng?® - 196 1) 46 24 33 34
Ms. Ren Jig® - 194 56 45 - 32 327
160 390 98 91 24 65 828
& On 8 September 2020, Mr. Zhang Peilin resigned from his position as an shareholder
representative supervisor, and Mr. Xu Zhoujin replaced him as the shareholder representative
supervisor.
g On 8 September 2020, Mr. Cai Jingsheng resigned from his position as an employee representative

supervisor, and Ms. Xia Yuhan replaced him as the employee representative supervisor.

® On 20 April 2018, Ms. Ren Jie was appointed as an employee representative supervisor.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included one director (2019: two), Mr. Yang
Yuchun, details of whose remuneration are set out in note 8 above. Details of the remuneration
for the year of the remaining four (2019: three) highest paid employees who are not a director, a
supervisor, or chief executive of the Company are as follows:

2020 2019

RMB’000 RMB’000

Salaries, allowances and benefits in kind 3,403 4,261
Performance-related bonuses 4,328 1,676
Social security contributions other than pension 289 227
Equity-settled share-based payment expense 1 77
Pension scheme contributions 162 150
8,183 6,391

During the years ended 31 December 2019 and 2020, no remuneration was paid by the Group
as an inducement to the five highest paid individuals for joining or upon joining the Group. During
the year ended 31 December 2020, no remuneration was paid by the Group as a compensation
to the five highest paid individuals for loss of office. During the year ended 31 December 2019,
the remuneration in the amount of RMB1,546,000 was paid by the Group to Mr. Zeng Zhiyong
as a compensation for loss of office. None of the five highest paid individuals has waived any
remuneration during the years ended 31 December 2019 and 2020.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

9.

FIVE HIGHEST PAID EMPLOYEES (CONTINUED)

The number of non-director, non-supervisor and non-chief executive highest paid employees
whose remuneration fell within the following bands is as follows:

Number of employees

2020 2019

HK$1,500,001 to HK$2,000,000 1 2
HK$2,000,001 to HK$2,500,000 1 =
HK$2,500,001 to HK$3,000,000 2 —
HK$4,000,001 to HK$4,500,000 - 1
4 3

During the year, incentive shares were granted to non-director and non-chief executive highest paid
employees in respect of their services to the Group. During the prior year, trust benefit units were
granted to non-director and non-chief executive highest paid employees in respect of their services
to the Group. Further details are included in the disclosures in note 28 to the financial statements.
The fair value of such trust benefit units and incentive shares, which has been recognised in the
statement of profit or loss over the vesting period, was determined as at the date of grant and
the amount included in the financial statements for the reporting period is included in the above
non-director and non-chief executive highest paid employees’ remuneration disclosures.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

INCOME TAX
2020 2019
RMB’000 RMB’000
Current tax 11 -
Deferred tax (9,784) (1,557)
Total tax credit for the year (9,773) (1,557)

Pursuant to the relevant laws and regulations in the PRC, the statutory enterprise income tax rate
of 25% was applied to the Company for the years ended 31 December 2019 and 2020.

The Company was subject to income tax at the rate of 15% as a qualified high and new technology
enterprise and entitled to deduct qualifying research and development expense from taxable profit

during the years ended 31 December 2019 and 2020.

The subsidiary incorporated in the United States was subject to income tax at the rate of 21% for
the years ended 31 December 2019 and 2020.

Chanjet Information Technology Company Limited 167



A

~ NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

10. INCOME TAX (CONTINUED)

A reconciliation of the income tax expense/credit applicable to profit/loss before tax at the respective
applicable rates for the Group to the income tax expense at the effective tax rate is as follows:

2020 Mainland China USA Total
RMB’000 % RMB’000 % RMB’000 %

Profit/(loss) before tax __ 24,196 ___(577) _ 23,619
Tax at the applicable tax rate 6,049 25.0 (121) 21.0 5,928 25.1
Effect of different income tax rates

(note 1) 6,523 27.0 - - 6,523 27.6
Effect of tax incentives (note 2) (27,012) (111.6) - - (27,012) (114.3)
Losses attributable to an associate 974 4.0 - - 974 41
Expenses not deductible for tax

(note 3) 3,682 15.2 11 (1.9) 3,693 15.6
Tax losses and deductible

temporary differences not

recognised - - 121 (21.0) 121 0.5
Tax credit at the Group’s effective

rate (9,784) (40.4) 11 (1.9) (9,773) (41.4)
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

INCOME TAX (CONTINUED)

2019 Mainland China USA Total
RMB’000 % RMB’000 % RMB’000 %

Profit/(loss) before tax _ 93,435 ﬂ) _ 90,861
Tax at the applicable tax rate 23,359 25.0 (541) 21.0 22,818 251
Effect of different income tax rates

(note 1) 980 1.0 - - 980 141
Effect on opening deferred tax of

increase in rates (87) 0.1) - - (87) 0.1)
Effect of tax incentives (note 2) (25,622) (27.4) - - (25,622) (28.2)
Profits attributable to an associate (1,325) (1.4) - - (1,325) (1.5)
Expenses not deductible for tax

(note 3) 1,138 1.2 - - 1,138 1.3

Tax losses and deductible
temporary differences not
recognised - - 541 (21.0) 541 0.6

Tax credit at the Group’s effective
rate (1,557) (1.7) - - (1,557) (1.7)

Notes:

(1) The effect of different income tax rates represented the reduced amount of tax payment due to income
tax exemption in the year. The Company was subject to a 15% income tax rate for the years ended
31 December 2019 and 2020.

2 The effect of tax incentives represented income tax benefits on research and development expenditure.
High-technology enterprises were also entitled to deduct qualifying research and development
expenses from taxable profits.

During each of the years of 2019 and 2020, upon approval, the Company was entitled to an additional
75% of deduction of research and development expenditure for tax declaration.

3) The expenses not deductible for tax mainly comprised entertainment expenses exceeding the
deductible limit and non-deductible share-based payment expenses and other non-qualified deductible
expenses.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

1.

12.

DIVIDENDS
2020 2019
RMB’000 RMB’000
Proposal final dividend — RMBO0.08 (2019: RMBO0.40)
per ordinary share 17,375 86,873

The proposed final dividend for 2020 is subject to the approval of the Company’s shareholders
at the forthcoming annual general meeting.

The final 2019 and 2020 dividend declared attributable to the forfeited shares held by the trustees
under the Employee Trust Benefit Scheme will be collected by the Group when the Employee Trust
Benefit Scheme expires and the trust is liquidated.

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS
OF THE PARENT

The calculation of the basic earnings per share amount is based on the profit for the year attributable
to ordinary equity holders of the parent, and the weighted average number of ordinary shares of
214,837,788 (2019: 213,688,609) in issue during the year, as adjusted to reflect the target shares
purchased by the trustees and target shares vested under the Employee Trust Benefit Scheme.

The calculation of the diluted earnings per share amount is based on the profit for the year
attributable to ordinary equity holders of the parent, and the weighted average number of ordinary
shares, which includes the weighted average number of ordinary shares in issue during the year,
as used in the basic earnings per share calculation, and the weighted average number of ordinary
shares assumed to have been issued at no consideration on the deemed exercise of all dilutive
potential ordinary shares into ordinary shares.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS

OF THE PARENT (CONTINUED)

The calculations of basic and diluted earnings per share are based on:

Earnings

Profit attributable to ordinary equity holders of the parent

Adjustment of the dividend for the holders of target shares
estimated to be vested under the Employee Trust Benefit
Scheme

Adjusted profit attributable to ordinary equity holders of
the parent

Shares

Weighted average number of ordinary shares in issue
during the year used in the basic earnings per share
calculation

Effect of dilution — weighted average number of ordinary
shares

Weighted average number of ordinary shares for the
purpose of the diluted earnings per share calculation
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2020 2019
RMB’000 RMB’000
33,392 92,418

- (190)

33,392 92,228

Number of shares

2020 2019
214,837,788 213,688,609
- 459,292
214,837,788 214,147,901
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£ NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

13. PROPERTY, PLANT AND EQUIPMENT

Office
equipment,
furniture Motor
and fittings vehicles Total
RMB’000 RMB’000 RMB’000
Cost:
At 1 January 2020 29,752 1,104 30,856
Additions 1,031 - 1,031
Disposals (5,674) - (5,674)
Exchange realignment - (18) (18)
At 31 December 2020 25,109 1,086 26,195
Accumulated depreciation:
At 1 January 2020 (26,998) (1,071) (28,069)
Charge for the year (1,345) - (1,345)
Disposals 5,502 - 5,502
Exchange realignment - 17 17
At 31 December 2020 (22,841) (1,054) (23,895)
Net book value:
At 31 December 2020 2,268 32 2,300
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

13. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Office
equipment,
furniture Motor
and fittings vehicles Total
RMB’000 RMB’000 RMB’000
Cost:
At 1 January 2019 29,727 1,102 30,829
Additions 2,759 2 2,761
Disposals (2,734) — (2,734)
At 31 December 2019 29,752 1,104 30,856
Accumulated depreciation:
At 1 January 2019 (28,355) (1,066) (29,421)
Charge for the year (1,248) 5) (1,253)
Disposals 2,605 — 2,605
At 31 December 2019 (26,998) (1,071) (28,069)
Net book value:
At 31 December 2019 2,754 59 2,787
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

14. LEASES
The Group as a lessee

The Group has lease contracts for various items of office buildings and other equipment used
in its operations. Leases of office buildings generally have lease terms between 1 and 3 years.
Other equipment generally has lease terms of 12 months or less and/or is individually of low value.
Generally, the Group is restricted from assigning and subleasing the leased assets outside the
Group. There are several lease contracts that include extension and termination options, which
are further discussed below.

(a) Right-of-use assets

The carrying amounts of the Group’s right-of-use assets and the movements during the
year are as follows:

Office Other
buildings equipment Total
RMB’000 RMB’000 RMB’000

As at 1 January 2020 10,832 1,648 12,480
Additions 1,049 - 1,049
Adjustment (592) (284) (876)
Depreciation charge (5,549) (1,364) (6,913)
As at 31 December 2020 5,740 - 5,740
As at 1 January 2019 15,188 3,925 19,113
Additions 1,119 - 1,119
Adjustment (60) (628) (688)
Depreciation charge (5,415) (1,649) (7,064)
As at 31 December 2019 10,832 1,648 12,480
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

14. LEASES (CONTINUED)

The Group as a lessee (continued)

(b)

(c)

Lease liabilities

The carrying amount of lease liabilities and the movements during the year are as follows:

2020 2019
RMB’000 RMB’000
Carrying amount at 1 January 12,450 19,113
New leases 1,049 1,119
Adjustment (876) (688)
Accretion of interest recognised during the year 377 722
Payments (7,097) (7,816)
Carrying amount at 31 December 5,903 12,450
Analysed into:
Current portion 5,599 7164
Non-current portion 304 5,286

The maturity analysis of lease liabilities is disclosed in note 36 to the financial statements.

The amounts recognised in profit or loss in relation to leases are as follows:

2020 2019
RMB’000 RMB’000
Interest on lease liabilities 377 722
Depreciation charge of right-of-use assets 6,913 7,064
Expense relating to short-term leases and other
leases with remaining lease terms ended on or
before 31 December 2019 (included in cost of
sales and administrative expenses) 1,854 2,432
Expense relating to leases of low-value assets
(included in cost of sales and administrative
expenses) 489 797
Total amount recognised in profit or loss 9,633 11,015
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020
14. LEASES (CONTINUED)
The Group as a lessee (continued)
(d) Extension and termination options
The Group has several lease contracts that include extension and termination options.
These options are negotiated by management to provide flexibility in managing the leased-
asset portfolio and they are aligned with the Group’s business needs. There are no period
following the exercise date of extension and termination options that are not included in
the lease terms.

(e) Total cash outflow for leases

The total cash outflow for leases included in the statement of cash flows is as follows:

2020 2019

RMB’000 RMB’000

Within operating activities 2,343 3,229
Within financing activities 7,097 7,816
9,440 11,045
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

INTANGIBLE ASSETS

At 1 January 2020
Additions
Amortisation

At 31 December 2020

At 31 December 2020:
Cost
Accumulated amortisation

Net carrying amount

At 1 January 2019
Additions
Amortisation

At 31 December 2019

At 31 December 2019:
Cost
Accumulated amortisation

Net carrying amount

Software Cloud
copyrights application
and licenses and platform Others Total
RMB’000 RMB’000 RMB’000 RMB’000
1,441 32,019 2,094 35,554
- - 491 491
(340) (12,790) (1,850) (14,980)
1,101 19,229 735 21,065
3,729 180,312 6,861 190,902
(2,628) (161,083) (6,126) (169,837)
1,101 19,229 735 21,065
1,653 58,507 3,964 64,124
156 - 525 681
(368) (26,488) (2,395) (29,251)
1,441 32,019 2,094 35,554
3,729 180,312 4,845 188,886
(2,288) (148,293) (2,751) (153,332)
1,441 32,019 2,094 385,554

During the year ended 31 December 2019, an intangible asset classified as cloud application and
platform has been derecognised by the Group. The cost of the derecognised intangible asset,
the accumulated amortisation and impairment amount were RMB4,281,000, RMB1,641,000 and
RMB2,640,000, respectively. No gain or loss arising from the derecognition of the intangible asset

was recognised.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

16.

INVESTMENT IN AN ASSOCIATE

On 1 September 2017, Chanjet Payment ceased to be a subsidiary of the Company and has
been treated as an investment in an associate in the consolidated statement of financial position
of the Group.

2020 2019

RMB’000 RMB’000

Share of net assets 71,137 75,034
Provision for impairment (13,510) -
57,627 75,034

The Group had no trade receivable and payable balances with the associate. The Group’s contract
liability balance with the associate is disclosed in note 33 to the financial statements.

Particulars of the material associate is as follows:

Percentage
Place of of ownership
Nominal value of incorporation/ interest
registered share registration attributable to
Name capital and business the Group Principal activities
Chanjet Payment RMB200,000,000 Beijing, China 19.28 Internet payment,

bank card receipt
and technical
development

The Group’s shareholding in the associate comprise equity shares held by the Company.

The amounts of current assets, non-current assets, current liabilities and net assets as at 31
December 2020 of Chanjet Payment adjusted for any differences in accounting policies and
reconciled to the carrying amount in the consolidated financial statements were RMB507,687,000
(2019: RMB900,555,000), RMB4,276,000 (2019: RMBS8,141,000), RMB381,467,000 (2019:
RMB758,686,000) and RMB130,495,000 (2019: RMB150,010,000), respectively.
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17.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

INVESTMENT IN AN ASSOCIATE (CONTINUED)

As at 31 December 2020, the Group’s share of net assets of Chanjet Payment was RMB25,024,000
(2019: RMB28,922,000) and the carrying amount of the investment after the fair value adjustments
made at the time of disposal was RMB57,627,000 (2019: RMB75,034,000).

The amount of revenue for the year ended 31 December 2020 of Chanjet Payment adjusted for
any differences in accounting policies and reconciled to the carrying amount in the consolidated

financial statements was RMB744,821,000 (2019: RMB650,510,000).

The share of Chanjet Payment’s losses and total comprehensive losses for the year ended 31
December 2020 were RMB3,897,000 and RMBS3,897,000, respectively.

The share of Chanjet Payment’s profits and total comprehensive profits for the year ended 31
December 2019 were RMB5,299,000 and RMB5,299,000, respectively.

EQUITY INVESTMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

2020 2019
RMB’000 RMB’000
Unlisted equity investments, at fair value
Beijing Yonyou Happiness Yunchuang Entrepreneurship
Investment Centre (Limited Partnership) 26,653 28,816
Yonyou Mobile Telecommunications Technology Service
Co,. Ltd. (“Yonyou Mobile”) 25,246 23,535
Xi'an Rongke Telecommunications Technology Co,. Ltd. 1,564 1,951
53,463 54,302

The above equity investments as at 31 December 2020 were classified as financial assets at fair
value through profit or loss as the Group has not elected to recognise the fair value gain or loss
through other comprehensive income.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

18. INVENTORIES

2020 2019
RMB’000 RMB’000
Raw materials 895 1,575
Purchased software 5,658 5,658
6,553 7,233
Impairment (5,658) (5,658)
895 1,575

19. TRADE RECEIVABLES
2020 2019
RMB’000 RMB’000
Trade receivables 5,184 600
Impairment - =
5,184 600

Only a very small portion of the Group’s customers could enjoy the credit policy and the average
trade credit period is approximately 90 days. Other customers are required to make payments in
advance. The Group seeks to maintain strict control over its outstanding receivables. In view of
the fact that the Group’s trade receivables relate to diversified customers, there is no significant
concentration of credit risk. The Group does not hold any collateral or other credit enhancements
over its trade receivable balances. Trade receivables are non-interest-bearing. Amounts included
in trade receivables were denominated in RMB.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

TRADE RECEIVABLES (CONTINUED)

An ageing analysis of the trade receivables as at the end of the reporting period, based on the
invoice date and net of loss allowance, is as follows:

2020 2019

RMB’000 RMB’000

Within 90 days 5,184 46
90 days to 180 days - 94
Over 180 days - 460
5,184 600

The movements in the loss allowance for impairment of trade receivables are as follows:

2020

RMB’000

At beginning of the year -
Impairment losses (472)
Amount written off as uncollectible 472

At end of year -

As at 31 December 2019, there were no impairment and written-off of trade receivables.

An impairment analysis is performed at each reporting date using a provision matrix to measure
expected credit losses. The provision rates are based on days past due for groupings of various
customer segments with similar loss patterns (i.e., by geographical region, product type, customer
type and rating, and coverage by letters of credit or other forms of credit insurance). The calculation
reflects the probability-weighted outcome, the time value of money and reasonable and supportable
information that is available at the reporting date about past events, current conditions and forecasts
of future economic conditions. Generally, trade receivables are written off if past due for more
than one year and are not subject to enforcement activity.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

20. PREPAYMENTS, OTHER RECEIVABLES AND OTHER ASSETS

2020 2019
RMB’000 RMB’000
Staff advances 592 &8
Share purchase fund and dividend held by the trustee for
share-based payments (notes 1 and 2) 5,982 6,289
Prepayments 33,566 2,363
Prepaid corporate income tax - 4,218
Contract costs 19,682 4,033
Deposits, other receivables and other assets 9,127 10,053
68,949 27,009
Impairment allowance (233) =
68,716 27,009
Less: non-current portion
Share purchase fund and dividend held by the
trustee for share-based payments (notes 7 and 2) 5,982 6,289
Current portion 62,734 20,720
Notes:
©) The share purchase fund held by the trustee for share-based payments was paid to Hwabao Trust

Co., Ltd. in order to purchase the target shares under the Employee Trust Benefit Scheme. As at 31
December 2020, the share purchase fund has been deposited with an agreed deposit rate and will
be collected when the Employee Trust Benefit Scheme expires and the trust is liquidated.

2 The dividend paid for the forfeited shares held by the trustees under the Employee Trust Benefit
Scheme will be collected by the Group when the Employee Trust Benefit Scheme expires, and the
trust is liquidated.
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21.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

PREPAYMENTS, OTHER RECEIVABLES AND OTHER ASSETS (CONTINUED)

Deposits and other receivables mainly represent interest receivables, rental deposits and deposits
with suppliers. Where applicable, an impairment analysis is performed at each reporting date by
considering the probability of default of comparable companies with published credit ratings. In
the situation where no comparable companies with credit ratings can be identified, expected
credit losses are estimated by applying a loss rate approach with reference to the historical loss
record of the Group. The loss rate is adjusted to reflect the current conditions and forecasts of
future economic conditions, as appropriate. The credit risk exposure and expected credit losses
for the amount due from the share purchase fund held by the trustee for share-based payments
and deposits and other receivables were immaterial as at 31 December 2020 and 2019.

The financial assets included in the above balances relate to receivables for which there was no
recent history of default and past due amounts. As at 31 December 2020 and 2019, the loss
allowance was assessed to be minimal.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

2020 2019
RMB’000 RMB’000
Wealth management products 102,278 66,921

The Group purchases various wealth management products issued by banks in Mainland China.
As at 31 December 2020, the Group purchased wealth management products with the cost of
RMB100,000,000 (2019: RMB65,000,000) from commercial banks. They were mandatorily classified
as financial assets at fair value through profit or loss as their contractual cash flows are not solely
payments of principal and interest.
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31 December 2020

21.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

(CONTINUED)

The details and breakdown of each of the financial assets at fair value through profit or loss as

at the 31 December 2020 are as follows:

Principal
amount
Commencement of deposit Carrying
Name of bank Nature of products date Expiry date investment value
RMB’000 RMB’000
Bank of Construction Structured deposits 11 May 2020 11 May 2021 70,000 71,210
Bank of Communications  Structured deposits 13 January 2020 14 January 2021 30,000 31,068
100,000 102,278
The details and breakdown of the financial assets at fair value through profit or loss as at the 31
December 2019 are as follows:
Principal
amount
Commencement of deposit Carrying
Name of bank Nature of products  date Expiry date investment value
RMB’000 RMB’000
ZheShang Bank Structured deposits 19 April 2019 19 April 2020 65,000 66,921
65,000 66,921
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

CASH AND BANK BALANCES

Cash on hand
Bank balances
Time deposits
Cash equivalent

Provision for impairment

Cash and bank balances

Less: Non-pledged time deposits with original maturity of
more than three months when acquired
Cash and bank balances restricted from being used
Interest receivables
Add: Cash equivalents as stated in prepayments, other
receivables and other assets

Cash and cash equivalents as stated in the consolidated
statement of cash flows

2020 2019
RMB’000 RMB’000
36 10
226,648 104,330
1,074,599 1,215,116
10,350 -
1,311,633 1,319,456
(30,392) -
1,281,241 1,319,456
(650,771) (453,499)
(316,311) (340,547)
(18,876) (12,862)

- 4,860
295,283 517,408

Cash at banks earns interest at floating rates based on daily bank deposit rates. Term deposits are

made for varying periods depending on the immediate cash requirements of the Group, and earn

interest at the respective time deposit rates. The bank balances are deposited with creditworthy

banks with no recent history of default. The carrying amounts of the cash and bank balances

approximate to their fair values.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

22. CASH AND BANK BALANCES (CONTINUED)

Cash and bank balances included deposits placed with Baoshang Bank Co., Ltd. (“‘Baoshang
Bank”), details as belows:

2020 2019

RMB’000 RMB’000

Guaranteed (note 1) 316,311 310,150
Non-guaranteed (note 2) 30,392 30,397
Total balance 346,703 340,547
Provision for impairment (note 2) (30,392) -
Net balance 316,311 340,547

Note 1. The deposits were guaranteed by the People’s Bank of China (the “PBoC”), China Banking and
Insurance Regulatory Commission and Deposit Insurance and Fund Management Company Limited
shortly subsequent to the took over of Baoshang Bank by various government authorities in May
2019. Such guaranteed deposits are not available for the Company’s use until the completement
of the transition of the deposits from Baoshang Bank to Huishang Bank Co., Ltd. and Mengshang
Bank Co., Ltd..

Note 2: Pursuant to the above takeover arrangement, the non-guaranteed deposits shall participate in
subsequent compensation claim in accordance with laws. Subsequently, in August 2020, the PBoC
announced that Baoshang Bank will go into bankruptcy and in November 2020, Baoshang Bank
entered into liquidation process. Hence, full impairment provision of RMB30,392,000 was made
against the non-guaranteed deposits placed with Baoshang Bank as at 31 December 2020. The
non-guaranteed deposits are not available for the Company’s use until the completement of the
liquidation.
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23.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

CASH AND BANK BALANCES (CONTINUED)

The Group’s cash and bank balances are denominated in the following currencies:

2020 2019

RMB’000 RMB’000

RMB 1,142,938 1,173,833
HK$ 132,144 138,675
Us$ 6,159 6,948
1,281,241 1,319,456

The RMB is not freely convertible into other currencies, however, under Mainland China’s Foreign
Exchange Control Regulations and Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange RMB for other currencies through
banks authorised to conduct foreign exchange business.

TRADE PAYABLES

An ageing analysis of the trade payables as at the end of the reporting period, based on the
invoice date, is as follows:

2020 2019

RMB’000 RMB’000

Within 90 days 5,837 813
90 days to 1 year 1,120 225
Over 1 year 234 148
7,191 1,186

Trade payables are non-interest-bearing and are normally settled on 90-day terms.
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31 December 2020

24. CONTRACT LIABILITIES

Details of contract liabilities are as follows:

31 December 31 December

2020 2019

RMB’000 RMB’000

Rendering of services 233,346 186,462
Analysed into:

Current portion 173,323 186,462

Non-current portion 60,023 -

Contract liabilities include advances received from the rendering of services.

25. OTHER PAYABLES AND ACCRUALS

2020 2019

RMB’000 RMB’000

Tax payable (other than income tax) 16,661 15,761
Staff payroll and welfare payables (hote) 51,852 47,035
Advances from customers 12,139 4,983
Other payables 16,425 10,683
97,077 78,462

Other payables and accruals are non-interest-bearing and have no fixed terms of repayment.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020
OTHER PAYABLES AND ACCRUALS (CONTINUED)
Note:
Point Scheme

On 29 March 2019, the board of directors has approved the adoption of the long-term employee incentive point
scheme (the “Point Scheme”) to motivate the enthusiasm and creativity of the management team members
and the core and key employees of the Company. The Point Scheme shall be valid for a period of six years
in total from the date on which the adoption of the Point Scheme is approved by the board of directors.

During the validity period of the Point Scheme, a certain number of points will be granted to the participants
annually over a three-year period. The total number of points that can be granted during the validity period
of the Point Scheme shall not exceed 150,000 points. The exact number shall be considered and approved
by the board of directors based on the actual operations and incentive requirements of the Company during
the year in which the points are granted to the participants pursuant to the Point Scheme.

After the conditions for the points to become effective have been satisfied, the number of points will become
effective. The one-off calculation of the proceeds corresponding to the number of the effective points of the
participants shall take place on the date on which the points become effective, being the first trading day
after the expiry of 12 months from the date of the annual initial point grant, in accordance with certain factors.
The calculated and confirmed point proceeds shall be distributed over a three-year period with instalments
of 30%, 30% and 40% in cash.

On 29 March 2019, the board of directors approved the 2019 initial grant of the points to 94 designated
participants pursuant to the Point Scheme, under which a total of 59,725 points were granted.

On 6 December 2019, the board of directors has considered and approved the 2019 supplemental grant
of the points to three designated participants pursuant to the Point Scheme, under which a total of 2,400
points were granted.

On 30 March 2020, the board of directors has considered and approved a total of 60,655 points granted
under the 2019 initial point grant and the 2019 supplemental point grant became effective.

On 25 May 2020, the board of directors has considered and approved the 2020 initial grant of the points to
104 designated participants pursuant to the Point Scheme, under which a total of 48,641 points were granted.

On 28 December 2020, the board of directors has considered and approved the 2020 supplemental grant
of the points to three designated participants pursuant to the Point Scheme, under which a total of 534
points were granted.

On 28 December 2020, in light of the adoption of the 2020 Employee Share Ownership Scheme and the 2020
long-term incentive bonus scheme by the Company, the board of directors has considered and approved the
cancellation of the granting of points to the participants in 2021. The cancellation will not affect the validity
of the points granted pursuant to the Point Scheme.

During the year ended 31 December 2020, the total amount of employee benefit expenses recognised in
profit or loss under the Point Scheme was RMB13,399,000 (2019: RMB3,156,000).
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

25. OTHER PAYABLES AND ACCRUALS (CONTINUED)
Note: (continued)
Bonus Scheme

On 28 December 2020, the board of directors approved the adoption of the long-term incentive bonus scheme
(the “Bonus Scheme”) to motivate the enthusiasm and creativity of the management team members and
the core and key employees of the Company.

The appraisal dates are the first working day after the expiry of the second anniversary, third anniversary and
fourth anniversary of the date of determination of the Bonus Scheme participants. Subject to the satisfaction
of the appraisal conditions, the Bonus Scheme participants shall receive the bonus. The bonus shall be paid
in three tranches within three months after the respective appraisal date.

On 28 December 2020, the board of directors has considered and approved the list of the Bonus Scheme
participants under the Bonus Scheme, which comprises Mr. Yang Yuchun, the executive director and the
president of the Company, and 157 members of other mid to senior level management personnel, experts
and key personnel of the Group.

During the year ended 31 December 2020, the total amount of the long-term incentive bonus expenses
recognised in profit or loss under the Bonus Scheme was RMB447,000.

As at 31 December 2020, the carrying amount of staff payroll payables relating to the Bonus Scheme was
RMB405,000, which was included in the long-term liabilities.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

26. DEFERRED TAX
The movements in deferred tax liabilities and assets during the year are as follows:
Deferred tax liabilities

Fair value

adjustments

of equity

investments

at fair value

Right-of-use through
2020 assets profit or loss Total
RMB’000 RMB’000 RMB’000

At 1 January 2020 1,872 5,491 7,363
Deferred tax charged/(credited) to profit or loss
during the year (1,011) 84 (927)

Gross deferred tax liabilities at 31 December
2020 861 5,575 6,436

Chanjet Information Technology Company Limited 191



S

A

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

26. DEFERRED TAX (CONTINUED)

Deferred tax assets

Losses Equity- Discount
available settled on long-
for share- term
offsetting based receivables
future Depreciation payment and
taxable Lease and  Accrued and Bonus Impairment Point  long-term
2020 profits  liabilities amortisation ~ expenses ~ Scheme ofassets ~ Scheme liabilities Total
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
At 1 January 2020 4,195 1,868 1,024 184 313 849 - - 9,093
Deferred tax credited/
(charged) to profit or
loss during the year 5,657 (983) (799) (184) (305) 4,559 827 85 8,857
Gross deferred tax assets
at 31 December 2020 10,452 885 225 - 68 5,408 827 85 17,950
Deferred tax liabilities
Fair value
adjustments
of equity
investments
at fair value
Right-of-use through profit
2019 assets or loss Total
RMB’000 RMB’000 RMB’000
At 1 January 2019 2,867 3,484 6,351
Deferred tax charged/(credited) to profit or loss
during the year (995) 2,007 1,012
Gross deferred tax liabilities at 31 December
2019 1,872 5,491 7,363
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

DEFERRED TAX (CONTINUED)

Deferred tax assets

Losses
available for Equity-
offsetting Settled
future Depreciation share-
taxable Lease and Accrued Deferred based  Imparment
2019 profits liabilities  amortisation expenses revenue payment of assets Total

RMB0O00  RMB000 ~ RMB000  ARMB000  RMB'000  RMB'000  RMB000  RMB'000

At 1 January 2019 - 2,867 - 952 480 1,395 830 6,524
Deferred tax credited/(charged) to
profit or loss during the year 4,795 (999) 1,024 (768) 480) (1,022) 19 2,569

Gross deferred tax assets at
31 December 2019 4,795 1,868 1,024 184 - 373 849 9,093

For presentation purposes, certain deferred tax assets and liabilities have been offset in the
statement of financial position. The following is an analysis of the deferred tax balances of the
Group for financial reporting purposes:

2020 2019
RMB’000 RMB’000

Net deferred tax assets recognised in the consolidated
statement of financial position 11,514 1,730

Deferred tax assets have not been recognised in respect of the following item:

2020 2019
RMB’000 RMB’000
Tax losses 38,886 38,309
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31 December 2020

26.

27.

DEFERRED TAX (CONTINUED)
Deferred tax assets (continued)

The Group has tax losses arising in Mainland China of RMB69,679,000 (2019: RMB31,966,000)
that will expire in one to ten years for offsetting against future taxable profits, which is mainly
caused by additional 75% of deduction of research and development expenditure.

The Group has tax losses arising from a subsidiary in the United States of approximately
RMB38,886,000 (2019: RMB38,309,000), of which RMB21,436,000 expires in years 2036 through
20837, and for RMB17,450,000 is allocated for indefinite carry forward for offsetting against future
taxable profits of the company in which the losses arose.

Deferred tax assets have not been recognised in respect of these losses arising in such subsidiary
since management considers that it is not probable that taxable profits will be available against
which the tax losses can be utilised.

There are no income tax consequences attaching to the payment of dividends by the Company
to its shareholders.

ISSUED CAPITAL

The number of shares of the Company and their nominal values as at 31 December 2019 and
2020 are as follows:

31 December 2020 31 December 2019
Number of Nominal Number of Nominal
shares value shares value

’000 shares RMB’000 000 shares RMB’000

Registered, issued and fully paid:
Domestic shares of RMB1.00

each 162,182 162,182 162,182 162,182
H shares of RMB1.00 each 55,000 55,000 55,000 55,000
217,182 217,182 217,182 217,182
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

SHARE-BASED PAYMENT
The Employee Trust Benefit Scheme

The Company operates an employee trust benefit scheme for the purpose of providing incentives
and rewards to eligible participants who contribute to the success of the Group’s operations. Eligible
participants of the Employee Trust Benefit Scheme (including certain directors and supervisors)
shall be employees of the Group including mid-level and senior management, experts and core
personnel who are essential for realising the strategic goal of the Group. The Employee Trust
Benefit Scheme became effective on 8 June 2015 and, unless otherwise cancelled or amended,
will remain in force for 6 years from that date.

The Company engaged or through its subsidiary engaged three separate qualified agents which
are independent from one another to act as the trustees under the Employee Trust Benefit Scheme
to set up three trusts, which include a connected trust that holds domestic shares only for the
benefit of the Employee Trust Benefit Scheme participants who are connected persons of the
Company and two non-connected trusts (one for Mainland China scheme participants and one
for overseas scheme participants) that hold domestic shares and/or H shares for the benefit of
the Employee Trust Benefit Scheme participants who are not connected persons of the Company.

The trust fund paid by the Company or through its subsidiary to each trustee for setting up the
connected trust and non-connected trusts comes from the internal funds as well as its initial public
offering proceeds that can be used in this regard.

The total number of the target shares to be purchased by the trustees under the Employee Trust
Benefit Scheme shall be 10% of the total share capital of the Company in issue as at the date
of approval of the Employee Trust Benefit Scheme at the 2014 annual general meeting, being
21,718,166 shares out of 217,181,666 shares. Trust benefit units subject to the effective conditions
will be granted to the Employee Trust Benefit Scheme participants through an initial grant,
subsequent grant(s) and re-grant(s). The initial grant and subsequent grant(s) shall be completed by
31 December 2016 and re-grant(s) shall be completed within two years from the date of approval
of the Employee Trust Benefit Scheme at the 2014 annual general meeting.

Target shares purchased by the trustees from domestic shareholders or in the open market are held
in trusts for the relevant participants until such shares are vested with the relevant participants in
accordance with the provisions of the Employee Trust Benefit Scheme. The target shares granted
and held by the trustees until unlocking are referred to as the treasury shares and each treasury
share shall represent one ordinary share of the Company.
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31 December 2020

28. SHARE-BASED PAYMENT (CONTINUED)
The Employee Trust Benefit Scheme (continued)

During the term of the Employee Trust Benefit Scheme, the total number of the target shares will
be subject to adjustment in accordance with the adjustment mechanisms stated in the rules of the
Employee Trust Benefit Scheme following capitalising the common reserves, bonus issues, share
sub-divisions, share consolidation, etc. In the event of rights issue, the board of directors of the
Company will be authorised by the general meeting to decide whether actions shall be taken by
the Company to adjust the total number of target shares under the Employee Trust Benefit Scheme
to 10% of the enlarged total share capital of the Company so that the ratio of target shares in the
total share capital of the Company under the Employee Trust Benefit Scheme remains unchanged.

For each grant, there are three unlocking dates, being the expiry dates of the first anniversary,
second anniversary and third anniversary of the grant date, subject to the vesting conditions
and upon expiry of which, 30%, 30% and 40% of the trust benefit units granted to each scheme
participant shall be unlocked. The lock-up period is from the grant date to each of the aforesaid
unlocking dates, during which the disposal of the trust benefit units is prohibited.

Pursuant to a resolution approved by the shareholders at the 2015 annual general meeting on 18
May 2016, the Employee Trust Benefit Scheme was amended in relation to the extension of the
exercise period and the term of the Employee Trust Benefit Scheme (the “Amendment”).

The exercise period for the Employee Trust Benefit Scheme participants excluding directors,
supervisors and senior management of the Company has been extended from within one year
after the unlocking date to within three years after the unlocking date, during which they have
the right to apply for exercising their trust benefit units. The exercise period for the Employee
Trust Benefit Scheme participants who are directors, supervisors and senior management of the
Company shall remain the same, in which they can apply for exercising the trust benefit units
from the unlocking date to the date of liquidation of the trusts as prescribed in the trust deeds
between the Company and the trustees.

The terms of the Employee Trust Benefit Scheme have been extended from six years to eight
years from the date the Employee Trust Benefit Scheme was approved at the 2014 annual general

meeting of the Company, which was held on 8 June 2015.

The Employee Trust Benefit Scheme participants are entitled to the dividends attached to the
target shares.
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31 December 2020

28. SHARE-BASED PAYMENT (CONTINUED)
The Employee Trust Benefit Scheme (continued)

Particulars and movements of the target shares under the Employee Trust Benefit Scheme

2020
Forfeited Cancelled Vested
Fair value As at 1 during the during the during the As at 31
Date of grant Note per share January year year year December
(RMB)
5 June 2017 (© 6.98 486,000 (60,000) (40,000) (386,000) -
2019
Forfeited  Cancelled Vested
Fair value As at 1 during the during the during the As at 31
Date of grant Notes  per share January year year year December
(RMB)
31 March 2016 (a) 9.77 424,000 (16,000) (18,000)  (390,000) —
6 December 2016 (b) 8.84 326,000 (92,000) (66,000) (168,000) -
5 June 2017 (© 6.98 2,709,700 (192,000) (957,400) (1,074,300) 486,000

3,459,700  (300,000) (1,041,400) (1,632,300) 486,000
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31 December 2020

28. SHARE-BASED PAYMENT (CONTINUED)
The Employee Trust Benefit Scheme (continued)

Particulars and movements of the target shares under the Employee Trust Benefit Scheme
(continued)

Notes:

(@) On 31 March 2016, the board of directors of the Company approved the grant of trust benefit units
subject to effective conditions to 36 Scheme participants, including mid-level and senior management,
experts and core personnel of the Group, at nil consideration under the Employee Trust Benefit Scheme.
The total number of target shares under this grant was 1,515,000 shares, representing approximately
0.7% of the issued share capital of the Company as at 31 March 2016.

(b) On 6 December 2016, the board of directors of the Company approved the grant of trust benefit units
subject to effective conditions to 30 Scheme participants, including mid-level and senior management,
experts and core personnel of the Group, at nil consideration under the Employee Trust Benefit Scheme.
The total number of target shares under this grant was 2,690,000 shares, representing approximately
1.24% of the total issued share capital of the Company as at 6 December 2016.

() On 5 June 2017, the board of directors of the Company approved the grant of part of the trust
benefit units that have become invalid from the beginning or have lapsed pursuant to the Employee
Trust Benefit Scheme subject to effective conditions to 48 Scheme participants, including directors,
supervisors, mid-level and senior management, experts and core personnel of the Company, at nil
consideration under the Employee Trust Benefit Scheme. The total number of target shares under
this grant was 4,071,000 shares, representing approximately 1.87% of the total issued share capital
of the Company as at 5 June 2017.

The Amendment had no incremental effect on the fair value of the trust benefit units granted,
using the measurement method as described below.

The fair value of the trust benefit units granted on 31 March 2016 was calculated based on the
market price of the Company’s shares at the grant/amendment date. The fair value of trust benefit
units granted under this grant was RMB14,795,000.

The fair value of the trust benefit units granted on 6 December 2016 was calculated based on
the market price of the Company’s shares at the grant date. The fair value of trust benefit units
granted under this grant was RMB23,786,000.

The fair value of the trust benefit units granted on 5 June 2017 was estimated using the Black-

Scholes Model, taking into account the terms and conditions upon which the shares were granted.
The fair value of the shares granted on 5 June 2017 was RMB28,415,000.
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28.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

SHARE-BASED PAYMENT (CONTINUED)
The Employee Trust Benefit Scheme (continued)

During the year ended 31 December 2020, no shares of the Company were acquired by the
trustees entrusted by the Company (2019: Nil).

During the year ended 31 December 2020, 60,000 target shares (2019: 300,000 target shares)
under the Employee Trust Benefit Scheme lapsed due to the vesting conditions not being fulfilled
under the Employee Trust Benefit Scheme.

Certain scheme participants have agreed to abandon his/her trust benefit units since they have
joined the Point Scheme adopted by the Company. During the year ended 31 December 2020,
40,000 target shares (2019: 1,041,400) under the Employee Trust Benefit Scheme were cancelled
due to the participation in the Point Scheme.

Except for certain scheme participants under the trust benefit units granted on 5 June 2017 who
had terminated his/her labour contract with the Company, which resulted in their disqualification as
scheme participants, certain scheme participants who failed to achieve the individual performance
standard on his/her annual performance appraisal for the year immediately prior to 5 June 2020
and certain Scheme participants who have agreed to abandon his/her trust benefit units since
they have joined the Point Scheme, the vesting conditions of the remaining Scheme participants
under this grant to unlock 40% of their trust benefit units were fulfilled on 5 June 2020.

As of 31 December 2019, 1,211,000 forfeited target shares were sold with an amount of
RMB8,582,000 in the open market, resulting in RMB19,643,000 credited to treasury shares held
under the Employee Trust Benefit Scheme and a remaining balance of RMB11,061,000 debited
to the capital reserve account.

During the year ended 31 December 2020, 386,000 target shares (2019: 1,632,300 target
shares) were unlocked under the Employee Trust Benefit Scheme, resulting in the transfer out of
RMB2,923,000 (2019: RMB12,580,000) from the share-based payment reserve, with RMB6,329,000
(2019: RMB20,900,000) credited to treasury shares held under the Employee Trust Benefit Scheme,
and the remaining balance of RMB3,406,000 (2019: RMB8,320,000) debited to the capital reserve
account.

During the year ended 31 December 2020, the total amount of share-based payment expense
was RMB165,000 (2019: RMB5,649,000), which was recognised in profit or loss.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

28. SHARE-BASED PAYMENT (CONTINUED)
The Employee Share Ownership Scheme

The Company operates the Employee Share Ownership Scheme for the purpose of providing
incentives and rewards to eligible participants who contribute to the success of the Group’s
operations. Eligible participants of the Employee Share Ownership Scheme include the Company’s
directors and other employees of the Group. The Employee Share Ownership Scheme became
effective on 28 December 2020.

The total number of incentive shares to be granted under the Employee Share Ownership Scheme
shall not exceed 15,412,716 domestic shares, representing approximately 7.10% of the Company’s
total issued share capital as at the date of the proposed adoption by the board of directors of
the Employee Share Ownership Scheme. The entitlement of the number of the incentive shares
of participants of the Employee Share Ownership Scheme (the “Employee Share Ownership
Scheme Participants”) shall be determined in accordance with the position, ranking, performance
appraisal result and other relevant factors. The specific allocation criteria and proposal shall be
proposed by the president committee of the Company (the “President Committee”) and approved
by the board of directors.

The offer of a grant of incentive shares may be accepted upon payment of RMB9.16 for each
incentive share by the grantee. The price is equivalent to 90% of the closing price of the H shares
on the trading day immediately prior to the date of the proposed adoption by the board of the
Employee Share Ownership Scheme (calculated based on the central parity rate of RMB against
HK$ announced by the People’s Bank of China on the trading day immediately prior to the date
of the proposed adoption by the board of the Employee Share Ownership Scheme).

The lock-up period of the incentive shares shall be two years from the grant date. The unlocking
dates are the first trading day after the expiry of the second anniversary, third anniversary and
fourth anniversary of the grant date, upon which and subject to the satisfaction of the unlocking
conditions, being (a) the business performance target of the Company determined and assessed by
the board of directors; and (b) the performance appraisal result of the Employee Share Ownership
Scheme participant determined by the President Committee for the corresponding assessment
year, 40%, 30% and 30% of the incentive shares shall be unlocked.
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29.

30.

31.

32.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

SHARE-BASED PAYMENT (CONTINUED)
The Employee Share Ownership Scheme (continued)

Particulars and movements of the target incentive shares under the Employee Share
Ownership scheme

2020
Granted Forfeited Vested
Fair value As at 1 during the during the during the As at 31
Date of grant per share January year year year December
(RMB)
28 December 2020 9.31 - 15,412,716 - - 15,412,716

The fair value of the share ownership units granted at the date was calculated based on the market
price of the Company’s shares at the grant date. The fair value of share ownership units granted
under the grant was RMB2,247,000.

During the year ended 31 December 2020, the total amount of share-based payment expense
was RMB9,000, which was recognised in profit or loss.

RESERVES

The amounts of the Group’s reserves and the movements therein for the years are presented in
the consolidated statement of changes in equity on pages 102 to 104 of the financial statements.

NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS
During the year, the Group had non-cash additions to right-of-use assets and lease liabilities of
RMB1,049,000 (2019: RMB1,119,000) and RMB1,049,000 (2019: RMB1,119,000), respectively, in

respect of lease arrangements for office buildings and other equipment. The total cash outflow
for leases is set out in note 14.

CONTINGENT LIABILITIES

As at 31 December 2019 and 2020, the Group did not have any significant contingent liabilities.

COMMITMENTS

At the end of the reporting period, the Group did not have any significant commitments.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

33. RELATED PARTY TRANSACTIONS
(@) Transactions with related parties

During the years ended 31 December 2019 and 2020, the Group entered into the following
transactions with related parties:

2020 2019
RMB’000 RMB’000

Purchases of goods and services from

The holding company*
Yonyou 3,090 3,845

Associates of the holding company
Beijing Xi Ma Guo Zheng Technology Co., Ltd. (note)

(“Xi Ma Guo Zheng”) (Jt R FAISE F Bl 3R AR A F) 94 33
Sinotone (Beijing) Technology Co., Ltd.

(“Sinotone Tech”) (£F =/ (It R) RHEBRAR) 28 =
Shanghai Dayee Cloud Computing Co., Ltd.

(EBRSEFAERMNBRAT) - 61
Zhixingli (Beijing) Network Technology Co.,Ltd

(“Zhixingli”) (FA7T7 (AER) WERHAERAQR)) 2,601 -
Suirui Group Co., Ltd. (BESEHEB RO AR AF) 2 =

Fellow subsidiaries*

Yonyou Mobile 4 4
Shanghai Bingjun Network Technology Co., Ltd.

(“Bingjun Network”) (L8R HEEEHEZ R HERAR]) 8 82
Yonyou Fintech Information Technology Co., Ltd.

(“Yonyou Fintech”) (AR 2 @E EHEMRMNERAR]) - 19

UFIDA (Nanchang) Industrial Base Development Co., Ltd.
(“UFIDA (Nanchang)’) (A& (F8) EXEMEREAR

NG 1 2
Yonyou Guangxin Network Technology Co., Ltd
(AREGEHBRRBRAR) 3 -

Shanghai Yonyou Government Affairs Software Co., Ltd.
(“Shanghai Yonyou Government Affairs”)

(EBREBBREERAT) 12 -
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

33. RELATED PARTY TRANSACTIONS (CONTINUED)

(@) Transactions with related parties (continued)

2020 2019
RMB’000 RMB’000

A company of which a director of the Company is a
shareholder with significant influence*
Beijing Red Mansion Culinary Culture Co., Ltd.

(JERAEFE SR UL BRAT]) 211 266
Shangzhuangyuan (Beijing) Technology Co., Ltd.
(“Shangzhuangyuan’) (At R iEk TREHE B R A F) 3 =

Subsidiary of the associate of the holding company
Sintone (Sichuan) Business Consulting Co., Ltd.

(W) INEEEREFAAERAT) 7 -

6,064 4,312

Note: Beijing Xi Ma Guo Zheng Technology Co., Ltd. was renamed from Beijing Xi Ma Guo Zheng
Commercial Form Technology Co., Ltd. in 2020.

2020 2019
RMB’000 RMB’000

Sales of goods and services to

Associates of the holding company
Xi Ma Guo Zheng 417 222
Sinotone Tech 70 4

Fellow subsidiaries*
Shenzhen Yyfax Financial Services Co., Ltd.

(“Shenzhen Yyfax”) (ZII&X & TR ARTE A R AF) - 123
Beijing Yonyou Salary Welfare Cloud Technology Co., Ltd.

ERARFREEREERAR) - 75
Shenzhen Baoqu Technology Co., Ltd.

(RINTR B R A R A R]) - 94

Shenzhen Yonyou-Leguer Inclusive Financial Information
Services Co., Ltd.
FIARNEEBEERBERAR) - 189

487 707
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

33. RELATED PARTY TRANSACTIONS (CONTINUED)

(@) Transactions with related parties (continued)

During the year ended 31 December 2020, the Group recognised interest income of
RMB7,824,000 (2019: RMB7,200,000) from deposits placed with ZhongGuanCun Bank Ltd.

At RFENRITRMNERAF]) (“ZhongGuanCun’).

Rental of office buildings from related parties*

During the years ended 31 December 2019 and 2020, the Group rented office buildings from

Yonyou. Upon the adoption of IFRS 16, the carrying amounts of the Group’s right-of-use

assets and lease liabilities, and the movement during the year are as follows:

Right-of-use Lease

assets liabilities

RMB’000 RMB’000

As at 1 January 2020 9,461 9,692
Adjustment (592) (592)
Depreciation charge (4,551) -
Interest expense - 297
Payments - (4,895)
As at 31 December 2020 4,318 4,502
Right-of-use Lease

assets liabilities

RMB’000 RMB’000

As at 1 January 2019 13,133 13,133
Additions/New leases 1,119 1,119
Adjustment (60) (60)
Depreciation charge (4,731) -
Interest expense - 530
Payments — (5,030)
As at 31 December 2019 9,461 9,692
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33. RELATED PARTY TRANSACTIONS (CONTINUED)

(a)

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

Transactions with related parties (continued)

Rental of office buildings from related parties* (continued)

In addition to the lease of office buildings shown in the table above, the Group recognised
the rental expenses to Yonyou in profit or loss for short-term leases of RMB908,000 for the

year ended 31 December 2020 (2019: RMB577,000).

During the years ended 31 December 2019 and 2020, the Group rented office buildings
from UFIDA (Nanchang), a fellow subsidiary. Upon the adoption of IFRS 16, the carrying
amounts of the Group’s right-of-use assets and lease liabilities, and the movement during

the year are as follows:

As at 1 January 2020
Depreciation charge
Interest expense
Payments

As at 31 December 2020

As at 1 January 2019
Depreciation charge
Interest expense
Payments

As at 31 December 2019

Right-of-use Lease
assets liabilities
RMB’000 RMB’000
1,371 1,402

(685) -

- 49
- (733)

686 718
Right-of-use Lease
assets liabilities
RMB’000 RMB’000
2,056 2,055

(684) -

- 80

— (733)

1l 1,402

In addition to the lease of office buildings shown in the table above, the Group recognised the
rental expenses to UFIDA (Nanchang) in profit or loss for short-term leases of RMB435,000
for the year ended 31 December 2020 (2019: RMB372,000).

The above related party transactions were conducted on mutually agreed terms.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

33. RELATED PARTY TRANSACTIONS (CONTINUED)
(b) Outstanding balances with related parties
An analysis of the balances with related parties is as follows:
Due from related parties

As at 31 December

2020 2019
RMB’000 RMB’000
Trade related:
Associates of the holding company
Sinotone Tech - 487
Xi Ma Guo Zheng - 32
Fellow subsidiaries
Shanghai Yonyou Government Affairs 1 13
Bingjun Network 6 14
Yonyou Fintech 425 -
432 546

Deposits placed with

As at 31 December

2020 2019
RMB’000 RMB’000

Associate of the holding company
ZhongGuanCun 150,003 150,003

As at 31 December 2020, the Group had interest receivables of RMB16,047,000 due from
ZhongGuanCun (2019: RMB8,223,000).

The amounts due from related parties were unsecured, interest-free and repayable on
demand.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

33. RELATED PARTY TRANSACTIONS (CONTINUED)
(b) Outstanding balances with related parties (continued)
Due to related parties

As at 31 December

2020 2019
RMB’000 RMB’000
Trade related:
The holding company
Yonyou 1,898 131
Associate of the Company
Chanjet Payment 1,020 1,020
Associate of the holding company
Xi Ma Guo Zheng 775 1,097
Sinotone Tech 166 -
Zhixingli 1,436 -
Fellow subsidiary
Shenzhen Yyfax 38 38
A company of which a director of the company
is a controlling shareholder
Shangzhuangyuan 14 -
5,347 2,286
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

33. RELATED PARTY TRANSACTIONS (CONTINUED)

(c) Compensation of key management personnel of the Group

2020 2019

RMB’000 RMB’000

Short term employee benefits 19,465 16,040
Termination benefits 759 1,546
Pension scheme contributions 515 670
Equity-settled share-based payment expense (23) 3,928
Total compensation to key management personnel 20,716 22,184

The key management personnel mentioned above contain directors, supervisors, the chief
executive and other key management personnel. Further details of directors’, supervisors’
and the chief executive’s emoluments are included in note 8 to the financial statements.

During the reporting period, trust benefit units and incentive shares were granted to the
above certain key management personnel, excluding non-executive directors, independent
non-executive directors and independent supervisors, in respect of their services under
the Employee Trust Benefit Scheme and the Employee Share Ownership Scheme of the
Group, further details of which are set out in note 28 to the financial statements. During the
year ended 31 December 2020, a key management personnel have agreed to abandon his
trust benefit units since they have joined the Point Scheme, such that 32,000 target shares
(2019: 865,400 target shares) under the Employee Trust Benefit Scheme were cancelled.

The related party transactions also constitute connected transactions or continuing connected
transactions as defined in Chapter 14A of the Listing Rules.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments as at the end of the

reporting period are as follows:

Financial assets

Financial assets at amortised cost

Trade receivables

Financial assets included in prepayments, other
receivables and other assets

Long-term receivables

Cash and bank balances

Financial assets at fair value through profit or loss
Equity investments at fair value through profit or loss

Financial liabilities

Financial liabilities at amortised cost
Trade payables

Lease liabilities

Financial liabilities included in other payables and accruals
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31 December

31 December

2020 2019
RMB’000 RMB’000
5,184 600
2,730 7,839
5,982 6,289
1,281,241 1,319,456
102,278 66,921
53,463 54,302
1,450,878 1,455,407
7,191 1,186
5,903 12,450
16,425 10,683
29,519 24,319




NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

35. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group’s financial instruments, other than those with
carrying amounts that reasonably approximate to fair values, are as follows:

Carrying amounts Fair values
2020 2019 2020 2019
RMB’000 RMB’000 RMB’000 RMB’000
Financial assets
Financial assets at fair value
through profit or loss:
Equity investments at fair value
through profit or loss 53,463 54,302 53,463 54,302
Financial assets at fair value
through profit or loss 102,278 66,921 102,278 66,921
155,741 121,223 155,741 121,223

The Group did not have any financial liabilities measured at fair value as at 31 December 2020
and 31 December 2019.

Management has assessed that the fair values of cash and cash equivalents, trade receivables,
trade payables, financial assets included in prepayments, other receivables and other assets, and
financial liabilities included in other payables and accruals approximate to their carrying amounts
largely due to the short-term maturities of these instruments.

The Group’s finance department headed by the finance manager is responsible for determining
the policies and procedures for the fair value measurement of financial instruments. The finance
manager reports directly to the chief financial officer and the audit committee. At each reporting
date, the finance department analyses the movements in the values of financial instruments and
determines the major inputs applied in the valuation. The valuation is reviewed and approved by
the chief financial officer. The valuation process and results are discussed with the audit committee
twice a year for interim and annual financial reporting.

210 2020 Annual Report



35.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS
(CONTINUED)

The fair values of the financial assets and liabilities are included at the amount at which the
instrument could be exchanged in a current transaction between willing parties, other than in a
forced or liquidation sale. The following methods and assumptions were used to estimate the fair
values:

The fair values of unlisted equity investments classified as financial assets at fair value through
profit or loss have been estimated using a market-based valuation technique based on assumptions
that are not supported by observable market prices or rates. The valuation requires the directors
to determine comparable public companies (peers) based on industry, size, leverage and strategy,
and to calculate an appropriate price multiple, such as price to sales (“P/S”) and price to earnings
(“P/E”) multiple, for each comparable company identified. These multiple is calculated by dividing
the market capitalizat ion of the comparable company by its total sales and net assets over a
designated period. The trading multiple is then discounted for considerations such as illiquidity
and size differences between the comparable companies based on company-specific facts and
circumstances. The discounted multiple is applied to the corresponding earnings measure of the
unlisted equity investments to measure the fair value. The directors believe that the estimated fair
values resulting from the valuation technique, which are recorded in the consolidated statement
of financial position, and the related changes in fair values, which are recorded in profit or loss,
are reasonable, and that they were the most appropriate values at the end of the reporting period.

The Group also invests in wealth management products issued by banks in Mainland China. The
Group has estimated the fair value of these wealth management products by using a discounted
cash flow valuation model based on the market interest rates of instruments with similar terms
and risks.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

35. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS
(CONTINUED)

Below is a summary of significant unobservable inputs to the valuation of financial instruments
together with a qualitative sensitivity analysis as at 31 December 2020 and 2019:

Significant
Valuation unobservable Correlation of fair
technique input Range value to the input
Unlisted equity Market approach-  Average P/S multiple 2020: 4.3x to 7.0x Positive correlation
investments valuation multiples  of peers (2019: 4.8x to 6.9x)
Average P/E multiple 2020: 88.8x Positive correlation
of peers (2019: 84.4x)

Discount for lack of 2020: 18.0% to 28.7%  Negative correlation
marketability (2019: 15.0% to 19.0%)

The discount for lack of marketability represents the amounts of premiums and discounts determined
by the Group that market participants would take into account when pricing the investments.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

35. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

(CONTINUED)

Fair value hierarchy

The following tables illustrate the fair value measurement hierarchy of the Group’s financial

instruments:

Assets measured at fair value:

As at 31 December 2020

Financial assets at fair value
through profit or loss:
Equity investments at fair value
through profit or loss
Financial assets at fair value
through profit or loss

As at 31 December 2019

Financial assets at fair value
through profit or loss:
Equity investments at fair value
through profit or loss
Financial assets at fair value
through profit or loss

Fair value measurement using

Quoted
prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000

= = 53,463 53,463
- 102,278 - 102,278
- 102,278 53,463 155,741

Fair value measurement using

Quoted
prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000

= = 54,302 54,302
= 66,921 = 66,921
= 66,921 54,302 121,223
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

35. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS
(CONTINUED)

Fair value hierarchy (continued)
Liabilities measured at fair value:

The Group did not have any financial liabilities measured at fair value as at 31 December 2020
and 31 December 2019.

During the year, there were no transfers of fair value measurements between Level 1 and Level 2
and no transfers into or out of Level 3 for both financial assets and financial liabilities (2019: Nil).

Assets for which fair values are disclosed:
As at 31 December 2020

Fair value measurement using

Quoted
prices Significant Significant

in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000

Long-term receivables - 5,982 - 5,982

As at 31 December 2019

Fair value measurement using

Quoted
prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
Long-term receivables = 6,289 = 6,289
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

35. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

36.

(CONTINUED)

Fair value hierarchy (continued)

Liabilities for which fair values are disclosed:
As at 31 December 2020

Fair value measurement using

Quoted
prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000

Lease liabilities - 5,903 - 5,903

As at 31 December 2019

Fair value measurement using

Quoted
prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
Lease liabilities - 12,450 - 12,450

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise cash and term deposits. These financial
instruments are mainly held for the purpose of supporting the daily operations of the Group.
The Group has various other financial assets and liabilities such as trade receivables and trade
payables, which arise directly from its operations.

The main risks arising from the Group’s financial instruments are credit risk, liquidity risk and
foreign currency risk. The board of directors reviews and agrees policies for managing each of
these risks and they are summarised below:
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

36. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

(@) Credit risk

The Group trades only with recognised and creditworthy third parties. It is the Group’s

policy that all customers who wish to trade on credit terms are subject to credit verification

procedures. In addition, receivable balances are monitored on an ongoing basis and the

Group’s exposure to bad debts is not significant. For transactions that are not denominated in

the functional currency of the relevant operating unit, the Group does not offer credit terms.

Maximum exposure and year-end staging

The tables below show the credit quality and the maximum exposure to credit risk based

on the Group’s credit policy, which is mainly based on past due information unless other

information is available without undue cost or effort, and year-end staging classification

as at 31 December. The amounts presented are net carrying amounts for financial assets.

As at 31 December 2020

Trade receivables”

Financial assets included in
prepayments, other receivables
and other assets
- Normal**

- Doubtful**

Cash and bank balances

- Not yet past due
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12-month
ECLs Lifetime ECLs
Simplified

Stage 1 Stage 2 Stage 3 approach Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
- — - 5,184 5,184
2,730 - - - 2,730
1,281,241 - - - 1,281,241
1,283,971 - - 5,184 1,289,155




NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

36. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)
(@) Credit risk (continued)

As at 31 December 2019

12-month
ECLs Lifetime ECLs
Simplified
Stage 1 Stage 2 Stage 3 approach Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Trade receivables* — — — 600 600
Financial assets included in

prepayments, other receivables

and other assets

- Normal** 7,839 - - - 7,839

- Doubtful** - - - - -
Cash and bank balances

- Not yet past due 1,319,456 - - - 1,319,456

1,327,295 - - 600 1,327,895

For trade receivables to which the Group applies the simplified approach for impairment,
information based on the provision matrix is disclosed in note 19 to the financial statements.

*%

The credit quality of the financial assets included in prepayments, other receivables and other
assets is considered to be “normal” when they are not past due and there is no information
indicating that the financial assets had a significant increase in credit risk since initial recognition.
Otherwise, the credit quality of the financial assets is considered to be “doubtful”.

Since the Group trades only with recognised and creditworthy third parties, there is no
requirement for collateral. The majority of the Group’s customers are required to make
payments in advance, and only a very small portion of the Group’s customers could enjoy the
credit policy. In view of the aforementioned and the fact that the Group’s trade receivables
relate to a large number of diversified customers, there is no significant concentration of
credit risk.

Further quantitative data in respect of the Group’s exposure to credit risk arising from trade
receivables are disclosed in note 19 to the financial statements.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

36. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)
(b) Liquidity risk

The Group monitors its risk to a shortage of funds using a recurring liquidity planning tool.
This tool considers the maturity of both its financial instruments and financial assets (e.g.,
trade receivables) and projected cash flows from operations.

The Group’s objective is to maintain a balance between continuity of funding. The Group’s
financial liabilities mainly comprise trade payables, other payables and lease liabilities, which
arise directly from its operations that are usually repayable within three months. Their carrying
values are equal to their fair values. The Group’s management monitors the working capital
position to ensure that there is adequate liquidity to meet with all the financial obligations
when they become due and to maximise the return of the Group’s financial resources.

The maturity profile of the Group’s financial liabilities as at the end of the reporting period,
based on the contractual undiscounted payments, is as follows:

3 to less
1to 3 than 1to 2
months 12 months years Total
RMB’000 RMB’000 RMB’000 RMB’000
31 December 2020
Trade payables 7,191 - - 7,191
Lease liabilities 1,581 4,149 256 5,986
Financial liabilities included
in other payables and
accruals 16,425 - - 16,425
25,197 4,149 256 29,602
31 December 2019
Trade payables 1,186 - - 1,186
Lease liabilities 1,894 5,681 5,398 12,973
Financial liabilities included
in other payables and
accruals 10,683 - - 10,683
13,763 5,681 5,398 24,842
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

36. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)
(c) Foreign currency risk

Foreign currency risk means the risk of fluctuations in the fair value or future cash flows
of financial instruments which arise from changes in exchange rates. The Group’s foreign
currency risk mainly arises from sales or purchases by operating units in currencies other
than the units’ functional currencies and from net investments in foreign operations.

The Group’s businesses are mainly located in Mainland China and are transacted and settled
in RMB. As at 31 December 2020, except for RMB132,144,000 denominated in Hong Kong
dollars (2019: RMB138,675,000) and RMB6,159,000 denominated in United States dollars
(2019: RMB6,948,000) included in cash and bank balances, all assets and liabilities were
denominated in RMB.

Management believes that the fluctuation of the exchange rates of foreign currencies against
RMB will not affect the Group’s results of operations.

The following table demonstrates the sensitivity at the end of the reporting period to a
reasonably possible change in the Hong Kong dollar and RMB exchange rate, with all other
variables held constant, of the Group’s profit after tax and the Group’s equity.

Increase/
(decrease) in Increase/
Hong Kong (decrease) Increase/
dollar/ in profit (decrease)
RMB rate after tax in equity
% RMB’000 RMB’000
2020
If the RMB weakens against the
Hong Kong dollar 3% 3,370 3,370
If the RMB strengthens against the
Hong Kong dollar (3%) (3,370) (3,370)
2019
If the RMB weakens against the
Hong Kong dollar 3% 3,536 3,536
If the RMB strengthens against the
Hong Kong dollar (8%) (3,536) (3,536)
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

36. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)
(d) Capital management

The primary objectives of the Group’s capital management are to safeguard the Group’s
ability to continue as a going concern and to maintain healthy capital ratios in order to
support its business and maximise shareholders’ value.

The Group manages its capital structure and makes adjustments to it in light of changes in
economic conditions and the risk characteristics of the underlying assets. To maintain or
adjust the capital structure, the Group may adjust the dividend payment to shareholders,
return capital to shareholders or issue new shares. The Group is not subject to any externally
imposed capital requirements. No changes were made in the objectives, policies or processes
for managing capital during the years ended 31 December 2020 and 31 December 2019.

The Group monitors capital using a gearing ratio, which is net debt divided by total equity.

Net debt was calculated as the total amount of interest-bearing liabilities less cash and bank
balances. The Group’s gearing ratio was nil as at 31 December 2020 and 31 December 2019.

37. EVENTS AFTER THE REPORTING PERIOD

On 138 January 2021, the board of directors has passed the initial proposal on proposed offering
of A shares.
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38.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

STATEMENT OF FINANCIAL POSITION OF THE COMPANY

Information about the statement of financial position of the Company at the end of the reporting

period is as follows:

2020 2019

RMB’000 RMB’000
Non-current assets
Property, plant and equipment 2,292 2,779
Right-of-use assets 5,740 12,480
Intangible assets 21,065 36,516
Investment in a subsidiary 2,591 2,828
Investment in an associate 11,630 29,037
Equity investments at fair value through profit or loss 53,463 54,302
Deferred tax assets 11,514 1,730
Long-term receivables 4,226 4,836
Total non-current assets 112,521 144,508
Current assets
Inventories 895 1,575
Trade receivables 5,184 600
Prepayments, other receivables and other assets 62,694 20,463
Financial assets at fair value through profit or loss 102,278 66,921
Cash and bank balances 1,278,484 1,316,128
Total current assets 1,449,535 1,405,687
Current liabilities
Trade payables 7,191 1,186
Contract liabilities 173,323 186,462
Other payables and accruals 96,942 78,318
Lease liabilities 5,599 7164
Total current liabilities 283,055 273,130
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020

38. STATEMENT OF FINANCIAL POSITION OF THE COMPANY (CONTINUED)

Net current assets

Total assets less current liabilities

Non-current liabilities
Lease liabilities
Contract liabilities
Long-term liabilities

Total non-current liabilities

Net assets

Equity

Issued capital

Treasury shares held under the employee trust benefit
scheme

Reserves (note)

Total equity
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2020 2019
RMB’000 RMB’000
1,166,480 1,132,557
1,279,001 1,277,065

304 5,286
60,023 =
405 =
60,732 5,286
1,218,269 1,271,779
217,182 217,182
(28,519) (34,848)
1,029,606 1,089,445
1,218,269 1,271,779




NOTES TO FINANCIAL STATEMENTS (CONTINUED)

31 December 2020
38. STATEMENT OF FINANCIAL POSITION OF THE COMPANY (CONTINUED)
Note:

A summary of the Company’s reserves is as follows:

Share-
based
Capital Merger payment Statutory Retained
reserve reserve reserve reserve profits Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At 1 January 2019 913,107 (4) 19,709 63,880 116,161 1,112,853
Total comprehensive income for

the year - - - - 91,747 91,747
Final 2018 dividend declared - - - - (99,904) (99,904)
Share-based payments - - 5,649 - - 5,649
Shares vested under the employee

trust benefit scheme (8,320) - (12,580) - - (20,900)
Transfer from retained profits - - - 9,175 (9,175) -

At 31 December 2019 and 1

January 2020 904,787 (4) 12,778 73,055 98,829 1,089,445
Total comprehensive income for

the year - - - - 33,189 33,189
Final 2019 dividend declared - - - - (86,873) (86,873)
Share-based payments - - 174 - - 174
Shares vested under the employee

trust benefit scheme (3,406) - (2,923) - - (6,329)
Transfer from retained profits - - - 3,319 (3,319) -
At 31 December 2020 901,381 (4) 10,029 76,374 41,826 1,029,606

The share-based payment reserve comprises the fair values of trust benefit units and incentive
shares granted which are yet to be exercised, as further explained in the accounting policy for
share-based payments in note 2.4 to the financial statements. The amount will either be transferred
to the capital reserve account when the related trust benefit units and incentive shares are vested,
or be transferred to retained profits should the related trust benefit units and incentive shares be
forfeited.

39. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the board of directors on 26
March 2021.
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DEFINITIONS

In this report, unless the context otherwise requires, the following words and expressions shall have
the following meanings.

“Articles of Association” the articles of association of the Company, as amended from time to time
“Board” or “Board of the board of directors of the Company

Directors”
“CASBE” Accounting Standards for Business Enterprises — Basic Standard and 38

Specific Standards issued by MOF, and application guidance, interpretation
and other relevant accounting regulations issued subsequently

“Chairman” the chairman of the Board

“Chanjet Payment” Beijing Chanjet Payment Technology Co., Ltd. (1t R HE@ X HRITAR A R),
a company with limited liability established in the PRC on 29 July 2013 and
owned by Yonyou and our Company as to 80.72% and 19.28% respectively

“Chanjet U.S.” Chanjet Information Technology Corporation, a company incorporated in
California on 5 November 2012 under the laws of the State of California of
the United States, and a wholly-owned subsidiary of the Company

“Chanjet Yunhui” Beijing Chanjet Yunhui Information Technology Co., Ltd. {t RiGIEEZEREE
FitiARA7]), a company with limited liability established in the PRC on 12
April 2019 and a wholly-owned subsidiary of the Company

“Company” or “our Chanjet Information Technology Company Limited (##@ s 8RR MNA
Company” fRx27\]), a joint stock limited company incorporated in the PRC, whose H
shares are listed and traded on the Hong Kong Stock Exchange

“Company Law” the Company Law of the People’s Republic of China

“Director(s)” member(s) of the Board, including all executive, non-executive and
independent non-executive directors of the Company

“Domestic Share(s)” ordinary share(s) of the Company’s share capital, with a nominal value of
RMB1.00 each, which are subscribed for and paid up in Renminbi and
are unlisted Shares which are currently not listed or traded on any stock
exchange
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“Employee Trust Benefit
Scheme”

“Employee Share
Ownership Scheme”

“Epidemic”

“Group”

“H Shares”

“Happiness Investment”

“HK$” or “HK dollars” or
“Hong Kong dollars”

“Hong Kong” or “HK”

“Hong Kong Stock
Exchange”

“Huicai Juneng Investment”

“Hwabao Trust”

“IFRSs”

DEFINITIONS (CONTINUED)

the employee trust benefit scheme of the Company adopted on 8 June 2015

the 2020 employee share ownership scheme adopted by the Company on
28 December 2020

the novel coronavirus (COVID-19) epidemic

the Company and its subsidiaries (or the Company and any one or more
of its subsidiaries, as the context may require)

overseas listed foreign invested ordinary shares in the share capital of the
Company with a nominal value of RMB1.00 each, which are listed and traded
on the Hong Kong Stock Exchange

Happiness Investment Co., Ltd. Jt R AR ERIEEEEBRAF]), a company
established in the PRC with limited liability on 12 May 2010 and one of the
promoters of the Company and a holding subsidiary of Yonyou, in which
Yonyou holds 60% of shares

Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the PRC

The Stock Exchange of Hong Kong Limited

Beijing Huicai Juneng Investment Management Centre (Limited Partnership)
(b REA BB B ERF O (BRAE)), alimited partnership established in the
PRC on 30 August 2011, with Mr. Cai Jingsheng as its general partner, and
certain employees and ex-employees of the Company as its limited partners

Hwabao Trust Co., Ltd. CEE{E5EAREEAR]), a company established in
the PRC with limited liability in September 1998

International Financial Reporting Standards promulgated by the International
Accounting Standards Board (“IASB”). IFRSs include the International
Accounting Standards and their interpretations
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DEFINITIONS (CONTINUED)

“Independent Third

Party(ies)”

“Listing Date”

“Listing Rules”

“Latest Practicable Date

“Model Code”

((MOFU

“Mr. Wang”

“MSE(s)”

“National Trust”

“NPC”

“PRC” or “China” or
the “People’s Republic
of China”

226 2020 Annual Report

an individual(s) or a company(ies) who/which is/are independent of and not
connected with (within the meaning of the Listing Rules) any of Directors,
Supervisors, chief executives or Substantial Shareholders (as defined in the
Listing Rules) of the Company, its subsidiaries or any of their respective
associates

26 June 2014, being the date on which the Company’s H Shares were listed
on the main board of the Hong Kong Stock Exchange

the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited, as amended, supplemented or otherwise modified
from time to time

12 April 2021, being the latest practicable date prior to the printing of this
annual report for the purpose of ascertaining certain information contained
herein

the Model Code for Securities Transactions by Directors of Listed Issuers
set out in Appendix 10 to the Listing Rules

the Ministry of Finance of the People’s Republic of China (FZEA R H£FE
BAICER)

Mr. Wang Wenijing, the Chairman, non-executive Director and the ultimate
controlling Shareholder

micro and small scale enterprise(s)

National Trust Co., Ltd. (BIR{EFEHBMRAR]), a company established in the
PRC with limited liability in January 1987

the National People’s Congress of the People’s Republic of China (FZEA
REMBZBARKERED)

the People’s Republic of China and, except where the context otherwise
requires, for the purpose of this report excludes Hong Kong, the Macau
Special Administrative Region of the PRC or the region of Taiwan



“President”

“Prospectus”

“Reporting Period”

“Renminbi” or “RMB”

“Point Scheme”

“Seentao Technology”

“SFO” or “Securities and

Futures Ordinance”

“Share(s)”

“Shareholder(s)”

“Shareholding Platform”

“State Council”

DEFINITIONS (CONTINUED)

the president of the Company

the prospectus published by the Company on 16 June 2014
the year ended 31 December 2020

Renminbi, the lawful currency of the PRC

the long-term employee incentive point scheme approved and adopted by
the Company on 29 March 2019

Seentao Technology Co., Ltd. FrE@RHLRHAERAF]), a subsidiary of
Yonyou, the shares of which are listed and traded on the National SME
Share Transfer System (Stock Code: 833694)

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong), as amended, supplemented or otherwise modified from time to time

share(s) of the Company with nominal value of RMB1.00 each
holder(s) of the Share(s)

Five limited partnerships established by the Employee Share Ownership
Scheme Participants, including Tianjin Binhai New Area Huiyun Hongchuang
Technology Partnership (limited partnership)* (K)2& /&R EEFEIRIRA
BHEBERAE)), Tianjin Binhai New Area Yundao Tongsheng Technology
Partnership (limited partnership)* (K2 & /G aZBRER AR EEBRE
%)), Tianjin Binhai New Area Yunzhi Jietong Technology Partnership (limited
partnership)* (KEBSHNEBRELFBEHAECEERER)), Tianjin Binhai
New Area Yunda Xiangsheng Technology Partnership (limited partnership)*(
REBFNREEFRVEEREEAERER)) and Tianjin Binhai New Area
Yuntongjuxin Technology Partnership (limited partnership)* (/&2 &#T & E R
BRI ABNEERAR)), for the purpose of implementing the Employee
Share Ownership Scheme

State Council of the People’s Republic of China

“Substantial Shareholder(s)” has the meaning ascribed to it in the Securities and Futures Ordinance
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DEFINITIONS (CONTINUED)

“Supervisor(s)”

3

“Supervisory Committee’

“US$” or “U.S. dollars”

“Yonyou”

“Yonyou Chuangxin
Investment”

“Yonyou Fintech”

“Yonyou Group”

“Yonyou Auto”

“Yonyou Mobile

“Yonyou Up”

n%u

*

2020 Annual Report

the member(s) of the Supervisory Committee
the supervisory committee of the Company

United States dollars, the lawful currency for the time being of the United
States

Yonyou Network Technology Co., Ltd., (BRB4ERIFRMER AR, a joint
stock limited company incorporated in the PRC on 18 January 1995, the
shares of which are listed and traded on the Shanghai Stock Exchange (/8
FEHZ5F) (Stock Code: 600588), a controlling Shareholder of the Company

Beijing Yonyou Chuangxin Investment Centre (Limited Partnership) (1t 55
REFHRERL(ERAERE)), a limited partnership established in the PRC on
23 June 2010 and owned by Yonyou and Happiness Investment as to 99%
and 1% respectively

Yonyou Fintech Information Technology Co., Ltd. (AR & &Mz B MDA R
/A7), the shares of which are listed and traded on the National SME Share
Transfer System (Stock Code: 839483) and a subsidiary of Yonyou

Yonyou and its subsidiaries (other than the Group)

Yonyou Auto Information Technology (Shanghai) Co., Ltd. (AR /REEE
B (BN ERAR]), the shares of which are listed and traded on the
National SME Share Transfer System (Stock Code: 839951) and a subsidiary
of Yonyou

Yonyou Mobile Telecommunications Technology Service Co., Ltd. (BA#
FBERMRB AR AR, a limited company incorporated in the PRC on 4
March 2014, a subsidiary of Yonyou, and owned by the Company as to 19.8%

Yonyou Up Information Technology Co., Ltd (BAEE = E8RMARAR), a
limited company incorporated in the PRC on 25 February 2014, a wholly-

owned subsidiary of Yonyou

percent

For identification purposes only
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