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FINANCIAL HIGHLIGHTS

Consolidated Statement of Profit or Loss (Restated)

Year ended 31 December

2015
RMB'000

2016
RMB’000

2017
RMB’000

2018
RMB’000

2019
RMB’000

Continuing Operations

Revenue:
Online games 1,368,811 2,545,671 3,120,186 2,551,715 2,748,738
Cloud services 272,512 737,196 1,332,522 2,217,507 3,847,176
Office software and services and others 374,735 550,670 728,582 1,136,965 1,622,349
2,016,058 3,833,537 5,181,290 5,906,187 8,218,263
Cost of revenue .(494,238) | (1,292,448)  (2,168,907) (3,169,429  (4,741,390)
Gross profit 1,521,820 2,541,089 3,012,383 2,736,758 3,476,873
Research and development costs, net (803,093) (1,084,510) (1,446,044) (1,838,658) (2,084,654)
Selling and distribution expenses (295,427) (323,263) (544,957) (727,381) (983,756)
Administrative expenses (166,597) (196,903) (256,847) (449,498) (529,250)
Share-based compensation costs (40,600) (54,872) (235,194) (211,936) (244,820)
Other income 43,602 51,310 294,036 277,891 250,239
Other expenses Lasorny o e 9,465 (89,496)  (78,122)
Operating profit/(loss) 244,694 925,133 813,912 (302,320) (193,490)
Other gains/(losses), net (21,361) (1,152,235) (156,489) (145,618) (1,240,439)
Finance income 179,414 158,043 194,967 326,156 299,143
Finance costs (77,520) (107,105) (112,391) (326,966) (388,426)
Share of profits and losses of:
Joint ventures (17,560) 101,291 121,039 49,898 14,939
Associates L7152 o (6e8s3) 51,076 373,833 (412,972)
Profit/(loss) before tax from
continuing operations 300,515 (81,556) 912,114 (25,017)  (1,921,245)
Income tax expense L(148,092)  (177,156) (133,834) (140,225 (161,454)
Profit/(loss) for the year from
continuing operations 152,423 (258,712) 778,280 (165,242) (2,082,699)
Discontinued Operation
Profit/(loss) for the year from
discontinued operation 189,281  (33563) 2518349 T
Profit/(loss) for the year 341,704 (292,275) 3,296,629 (165,242) (2,082,699)
Attributable to:
Owners of the parent 369,178 (270,732) 3,201,837 389,214 (1,546,385)
Non-controlling interests 27474 21,543) 94792 (554,456) (536,314)
341,704 (292,275) 3,296,629 (165,242) (2,082,699)
Proposed final dividends 107,895 115,676 122,428 — 122,413
RMB RMB RMB RMB RMB

Earnings per share attributable

to ordinary equity holders
of the parent

Basic

Diluted

(1.13)
(1.15)
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FINANCIAL HIGHLIGHTS (continued)

Consolidated Statement of Financial Position (Selected items)

As at 31 December

2015 2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Cash and bank deposits 8,606,434 9,825,494 8,505,984 9,868,809 13,792,117
Pledged deposits 46,657 69,370 — — —
Restricted cash 130,187 98,381 93,400 98,102 —_
Total assets 15,484,877 17,578,952 17,762,390 20,049,812 24,401,623
Total equity 9,911,355 10,001,724 12,552,971 12,921,599 15,609,381

Consolidated Statement of Cash Flows (Selected Items)

As at 31 December

2015 2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000 RMB’'000

Net cash flows from operating activities 1,435,334 1,393,218 1,890,385 769,509 824,968
Net cash flows used in investing

activities (471,910) (3,127,785) (4,108,113) (779,523) (2,219,766)
Net cash flows from/(used in) financing

activities 2,233,959 600,815 (266,388) 1,509,907 4,169,622
Net increase/(decrease) in cash and

cash equivalents 3,197,383 (1,133,752) (2,484,116) 1,499,893 2,774,824
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CHAIRMAN'S STATEMENT

BUSINESS REVIEW AND PROSPECTS

Our business sustained positive momentum during the fourth quarter of 2019. Our online games business delivered stable
growth in both PC and mobile segments, while office software and services and cloud services continued to achieve robust
revenue growth with accelerated deployment across industries. Meanwhile, we have completed the listing of our office
software and services business, Beijing Office Software on 18 November 2019 on the SSE STAR Market. Overall, we made
solid progress in 2019, and we are confident in a robust operating outlook and sustained growth for 2020.

Our revenue for the fourth quarter of 2019 was RMB2,594.7 million, up 48% year-on-year and 28% quarter-on-quarter.
Revenue of 2019 was RMB8,218.3 million, increasing 39% year-on-year. Our revenue maintained stable growth against
the backdrop of a dynamic environment thanks to our solid market competitiveness and execution capabilities. Meanwhile,
annual revenue of cloud services and office software and services and others maintained a strong and rapid growth, with a
year-on-year growth of 73% and 43%, respectively.

Both PC and mobile games recorded stable performance during the year, and revenue improved year-on-year. We have
launched a new expansion pack for our flagship JX Online lll PC game in the fourth quarter, resulting in a 24% jump in
average daily active users (compared to 30 days prior to the launch) and a record-high monthly gross billing in December.
Our classic PC game JX World achieved year-on-year growth in both number of gamers and revenue. The continued
growth of the JX series demonstrated our resilience and strong capabilities in developing and operating long-term games
and IP values. For mobile games business, JX Online | continued to perform well during the year with a stable concurrent
income. In addition, we have launched a new mobile game Double Life World (2443 5%) in Japan in September, followed
by China in November, earning high praise at home and abroad. The newly launched mobile game was ranked as the
number one in the iOS top free charts on its debut, and subsequently climbed to top five in the top grossing charts. The
successful launch of Double Life World (2 44% 5) has further strengthened our diversified product strategy. We will seize
market opportunities and achieve further breakthroughs in product diversification. In view of the dynamic market and
regulatory environment in China, we will continue to expand our overseas presence to further drive the growth of our
games business.

Kingsoft Cloud Group strengthened its industry leading position in the internet and video sectors, continued to focus

on technology innovation and further promoted the integration and implementation of cutting-edge technologies

such as edge computing, smart high definition and artificial intelligence (“Al”) etc. As a leading cloud service provider,
Kingsoft Cloud Group made strong inroads in terms of government and enterprise services, financial services and artificial
intelligence of things (“AloT"). Key highlights include:

—  Beijing government’s cloud project was recognized as one of the “Outstanding Innovation Case Studies” in “2019
Innovation Case Studies of Government Digital Applications”.

—  Kingsoft Cloud Group was awarded the “Outstanding Contribution Award for Fintech Product Innovation”.

ZKINGSOFT



CHAIRMAN'S STATEMENT (continued)

Meanwhile, the Company is considering a possible spin-off and separate listing of Kingsoft Cloud. On 20 December

2019 (New York time), Kingsoft Cloud submitted on a confidential basis to SEC a draft registration statement for a
possible offering of shares in Kingsoft Cloud represented by the American Depositary Share(s) in the United States to be
registered with SEC (the “IPO"). Going forward, Kingsoft Cloud Group remains committed to strengthening the strategic
cooperation with Xiaomi’s AloT, increasing the in-depth service of oversea business, leading the integration of cloud
computing, big data, Al and other cutting-edge technologies with various industry scenarios, striving for cost optimization,
and empowering enterprise clients in their digital transformations.

For the fourth quarter of 2019, our office software and services sector made its debut in the capital market, gaining
momentum for further development. On 18 November 2019, Beijing Office Software was listed on the SSE STAR Market,
raising RMB4.459 billion for four key aspects: development and upgrade of WPS Office software, construction of an Al
infrastructure R&D center for office software, Internet cloud services for office products, and internationalization of office
software. During the period, we continued to make encouraging progress in working with our key government clients and
entered into agreements with leading clients in the fields including energy and finance for comprehensive cooperation in
office software. In October 2019, WPS Office’s overseas monthly active users exceeded 100 million as we actively seized
the opportunities from the Belt and Road Initiative. With the proactive promotion of its cloud office strategy, WPS Office
subscription services achieved significant growth during the quarter. At the beginning of 2020, the demand for cloud
office and remote office work by various enterprises has significantly increased, driving the rapid development of online
collaboration products like Kingsoft Docs. As at 2 March 2020, the number of MAU of Kingsoft Docs has exceeded 239
million. This trend also further foster user habits and boost market demand, expanding the potential growth in WPS
Office's personal and enterprises subscription services in the future.

Amidst a turbulent economic environment, we managed to achieve a satisfactory performance in 2019. Our operating loss
margin has been narrowed during the year, mainly due to the significant improvement of the operation efficiency of our
cloud business. Beijing Office Software was successfully listed on the SSE STAR Market. Our game revenue improved last
year. Although our investments in the cloud services business led to an operating loss in 2019, we recommended a final
dividend of HK$0.10 per share with an aim to reciprocate our shareholders’ long term support. Subsequent to the relief of
the global COVID-19 pandemic and conclusion of the IPO of Kingsoft Cloud, we will further review our dividend policy as
and when appropriate.

Going forward, Kingsoft Cloud Group will be committed to strengthening its market position, by leveraging leading
technologies and promoting innovation across various industries. We will work with strategic partners to further expand
our ecosystem, and to make our cloud computing offerings more accessible globally. Office software and services business
will focus on its multi-pronged strategies of “Cloud, Multi-screen, Content and Al” to solve our users’ diverse needs and
to maintain our competitive advantages. We will continue to provide high quality contents and new games globally. As we
continue to seize opportunities arising from enterprises’ digital transformation, Kingsoft will maintain its competitive edge
in the industry. Looking ahead, we see a clear momentum of growth across all our business segments driven by increasing
customer demand. We are confident to meet our performance targets in the coming year and create long-term value for
our shareholders.

Jun LEI
Chairman
Hong Kong, 24 March 2020
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MANAGEMENT DISCUSSION AND ANALYSIS

OPERATIONAL HIGHLIGHTS

For the three months ended

31 December 30 September 30 June 31 March 31 December
2019 2019 2019 2019 2018

Online Games
ADPCU 611,620 571,992 680,869 570,694 673,413
APA 2,532,584 2,021,129 2,542,271 2,369,662 3,036,203
In December In September In June In March In December
2019 2019 2019 2019 2018

Office Software*
MAU (Million) 411 382 348 328 310

* Office Software products include WPS Office and Kingsoft Powerword.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

For the Year Ended 31 December 2019

The following table sets forth the comparative numbers for the years ended 31 December 2019 and 2018, respectively.

Revenue
Online games
Cloud services
Office software and services and others

Cost of revenue

Year ended 31 December
2019 2018
RMB’000 RMB’000

2,748,738 2,551,715
3,847,176 2,217,507

— W) - 1,136,965
8,218,263 5,906,187

(4,741,390)  (3,169,429)

Gross profit 3,476,873 2,736,758
Research and development costs, net (2,084,654) (1,838,658)
Selling and distribution expenses (983,756) (727,381)
Administrative expenses (529,250) (449,498)
Share-based compensation costs (244,820) (211,936)
Other income 250,239 277,891
Other expenses i (78022) (89,496)
Operating loss (193,490) (302,320)
Other losses, net (1,240,439) (145,618)
Finance income 299,143 326,156
Finance costs (388,426) (326,966)
Share of profits and losses of:
Joint ventures 14,939 49,898
ASSOCtes (412,972) 373833
Loss before tax (1,921,245) (25,017)
B (161,454) (140,225)
Loss for the year (2,082,699) (165,242)
Attributable to:
Owners of the parent (1,546,385) 389,214
Non-controlling interests (536,314)  (554,456)
(2,082,699) (165,242)
RMB RMB

Earnings/(loss) per share attributable to
ordinary equity holders of the parent
Basic
Diluted

(1.13) 0.29
(1.15) 0.27

Annual Report 2019 KINGSOFT CORPORATION LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

Revenue

Revenue for the year of 2019 increased 39% year-on-year
to RMB8,218.3 million. Revenue from the online games,
cloud services and office software and services and others
represented 33%, 47% and 20%, respectively, of the
Group’s total revenue for the year of 2019.

Revenue from the online games business for the year of
2019 increased 8% year-on-year to RMB2,748.7 million.
The increase was primarily due to sustained steady
performances of flagship titles and revenue contribution
from the newly-launched mobile games.

Revenue from the cloud services for the year of 2019
increased 73% year-on-year to RMB3,847.2 million. The
increase was mainly driven by: i) increased average revenue
per major customer as a result of their increasing demands
for cloud services’ products and services; and ii) increase in
the number of customers due to cloud services business’
further penetration in existing verticals and expansion into
more verticals.

Revenue from the office software and services and others
for the year of 2019 increased 43% year-on-year to
RMB1,622.3 million. The year-on-year increase was mainly
attributable to strong revenue growth from WPS Office
subscription services and licensing, driven by the expansion
of user base and paid conversion rate, reflecting our
relentless effort on enhancement of technology, distributor
management system and brand recognition, as well as the
promotion of licensed software in China.

Cost of Revenue and Gross Profit

Cost of revenue for the year of 2019 increased 50% year-
on-year to RMB4,741.4 million. The year-on-year increase
was primarily due to increased internet data center cost
associated with the expansion of cloud services business.

Gross profit for the year of 2019 increased 27% year-
on-year to RMB3,476.9 million. The Group’s gross profit
margin decreased by four percentage points year-on-year
10 42%.

ZKINGSOFT

R&D Costs, net

R&D costs, net for the year of 2019 increased 13% year-
on-year to RMB2,084.7 million. The year-on-year increase
was mainly due to increased investments on new products,
solutions and features, as well as technology updates.

Selling and Distribution Expenses

Selling and distribution expenses for the year of 2019
increased 35% year-on-year to RMB983.8 million. The year-
on-year increase mainly reflected greater spending of office
software and services and cloud services businesses in
expanding the enterprise and government markets.

Administrative Expenses

Administrative expenses for the year of 2019 increased
18% year-on-year to RMB529.3 million. The year-on-year
increase was mainly due to increased staff-related costs
and professional service fees.

Share-based Compensation Costs

Share-based compensation costs for the year of 2019
increased 16% year-on-year to RMB244.8 million.

Operating Profit/(Loss) before
Share-based Compensation Costs

Operating profit before share-based compensation costs
for the year of 2019 was RMB51.3 million as a result of
the combination of above reasons, compared to loss of
RMB90.4 million for the last year.

Other Losses, net

Net other losses for 2019 were RMB1,240.4 million,
compared to net other losses of RMB145.6 million for the
last year. The net other losses of 2019 primarily represented
the provisions for impairment on the carrying value of
investments in Cheetah Mobile.



MANAGEMENT DISCUSSION AND ANALYSIS (continued)

Share of Profits and Losses of Associates

Liquidity and Financial Resource

Share of losses of associates for 2019 were RMB413.0
million, compared to share of profits of RMB373.8 million
for the last year. The losses in 2019 were mainly due to the
losses recognized in Cheetah Group in the year.

Income Tax Expense

Income tax expense for the year of 2019 increased 15%
year-on-year to RMB161.5 million.

Profit/(Loss) attributable to Owners
of the Parent

For the reasons described above, loss attributable to
owners of the parent for the year of 2019 was RMB1,546.4
million, compared to profit of RMB389.2 million for the last
year.

Profit/(Loss) attributable to Owners
of the Parent before Share-based
Compensation Costs

Profit/(loss) attributable to owners of the parent before
share-based compensation costs, which is defined as profit/
(loss) attributable to owners of the parent excluding the
effect of share-based compensation costs attributable to
owners of the parent, is a measure supplementary to the
consolidated financial statements presented in accordance
with IFRSs.

We believe that the profit/(loss) attributable to owners of
the parent before share-based compensation costs will
enhance investors’ overall understanding of the Company’s
operating performance. When assessing our operating
performance, you should not consider this data in isolation
or as a substitute for our profit/(loss) or any other operating
performance measure that is calculated in accordance with
IFRSs. In addition, our profit/(loss) attributable to owners of
the parent before share-based compensation costs may not
be comparable to similarly titled measures utilized by other
companies.

Loss attributable to owners of the parent before share-
based compensation costs for the year of 2019 was
RMB1,380.7 million, compared to profit of RMB536.8
million for the last year.

The net profit/(loss) margin excluding the effect of share-
based compensation costs was (17%) and 9% for the year
2019 and 2018, respectively.

The Group had a strong cash position towards the end

of 2019. As at 31 December 2019, the Group had

major financial resources in the forms of cash and bank
deposits amounting to RMB13,792.1 million, which totally
represented 57% of the Group’s total assets.

As at 31 December 2019, the Group’s gearing ratio, which
represents total liabilities divided by total assets, was 36%,
as compared to 36% as at 31 December 2018. As at 31
December 2019, the Group had bank loans of RMB174.4
million and US$75.0 million (equivalent to RMB523.2
million).

Foreign Currency Risk Management

As at 31 December 2019, RMB2,204.6 million of the
Group’s financial assets were held in deposits denominated
in non-RMB currencies. As there are no cost-effective
hedges against the fluctuation of RMB, there is a risk that
we may experience a loss as a result of any foreign currency
exchange rate fluctuation in connection with our deposits
and investments.

Net Cash Generated from Operating
Activities

Net cash generated from the operating activities reflects
the Group's profit/(loss) for the year, as the case may be,
as adjusted for non-cash items, such as depreciation and
share-based compensation costs, as well as the effect of
changes in certain items of statement of financial position,
such as deferred revenue, other payables and accruals.

Net cash generated from operating activities was
RMB825.0 million and RMB769.5 million for the years
ended 31 December 2019 and 31 December 2018,
respectively.

Capital Expenditures

Capital expenditures represent cash payments for
acquisition of business, fixed assets and intangible assets.
Cash used for capital expenditures was RMB1,361.8 million
and RMB1,406.2 million for the years ended 31 December
2019 and 31 December 2018, respectively.

Annual Report 2019 KINGSOFT CORPORATION LIMITED
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DIRECTORS AND SENIOR MANAGEMENT

Executive Directors

Tao ZOU, aged 45, is currently an executive Director

and the chief executive officer (“CEO") of the Company.
Mr. ZOU is a director of Seasun Holdings and Cheetah
Mobile (NYSE: CMCM). Mr. ZOU also serves as a director
of Xunlei Limited (NASDAQ: XNET) and a director of 21
Vianet Group, Inc. (NASDAQ: VNET). Mr. ZOU graduated
from Nankai University in 1997. Mr. ZOU joined us in
1998 and was responsible for the development of our
Kingsoft PowerWord. Mr. ZOU has been responsible for our
entertainment software business since 2004 and served as
the CEO of Seasun Holdings until January 2018.

Mr. ZOU became a senior vice president of the Company in
December 2007 and has been an executive Director of the
Company since August 2009 and the CEO of the Company
since December 2016.

Mr. ZOU is also a director of certain subsidiaries of the
Company.

Yuk Keung NG, aged 55, is currently an executive
Director and the chief financial officer (“CFO") of the
Company. Mr. NG graduated from the University of
Hong Kong with a bachelor’s degree in Social Sciences in
1988 and obtained a Master of Science degree in Global
Business Management and E-commerce in 2002. Mr. NG
is a professional accountant, and a fellow member of the
Hong Kong Institute of Certified Public Accountants, the
Association of Chartered Certified Accountants, and the
Institute of Chartered Accountants in England and Wales.

Mr. NG has more than twenty years of experience in
financial management, corporate finance and merger and
acquisition. Mr. NG worked with PricewaterhouseCoopers
for over 12 years from 1988 to 2001. Before joining the
Company, Mr. NG held financial management positions

in several listed companies, including deputy CFO, joint
company secretary and qualified accountant of IRICO
Group Electronics Company Limited (Stock Code: 438);
vice president and CFO of China Huiyuan Juice Group Ltd.
(Stock Code: 1886); executive director, CFO and company
secretary of China NT Pharma Group Company Limited
(Stock Code: 1011). Mr. NG is currently an independent
non-executive director of Sany Heavy Equipment
International Holdings Company Limited (Stock Code: 631),
and an independent non-executive director and the
chairman of the audit committee of E-Commodities
Holdings Limited (Stock Code: 1733). Mr. NG is also a
member of the board of trustees of International School
of Beijing, an academic institution in Beijing, China from

ZKINGSOFT

April 2018. Mr. NG was also an independent non-executive
director and the chairman of the audit committee of
Zhongsheng Group Holdings Limited (Stock Code: 881) and
Beijing Capital Land Limited (Stock Code: 2868). Mr. NG
served as the director of Cheetah Mobile (NYSE: CMCM)
until 13 March 2018.

Mr. NG was appointed as the CFO of the Company in
2012 and became an executive director of the Company
from 1 March 2013. Mr. NG is also a director of certain
subsidiaries of the Company.

Non-executive Directors

Jun LEI, aged 50, is a non-executive Director, the
Chairman of the Board, a member of the Remuneration
Committee and the co-founder of the Company. Mr. LEI
has been employed by us since 1992 and has played a

key role in developing the operation of our Group and
expanding our business operations. He had been our CEO
since 1998, and under his leadership, we further expanded
application software businesses into utilities software,
internet security software and online games. He also played
a major role in transforming our Group from a traditional
software company into an on demand software company
which extensively utilizes the internet. In December 2007,
Mr. LEI relinquished his position as CEO, chief technology
officer and president of the Company. In August 2008,

Mr. LEI was re-designated from an executive Director to

a non-executive Director. Mr. LEI was appointed as the
Chairman of the Board of our Company on 5 July 2011.
Mr. LEl is also a director of certain subsidiaries of the
Company, including Beijing Kingsoft Office Software, Inc.
(a company listed on the Sci-Tech Board in November 2019,
Stock Code: 688111).

Mr. LEI co-founded Xiaomi Corporation (a company listed
on the Stock Exchange in July 2018, Stock Code: 1810)
with other partners in 2010, and has taken the position of
chairman and CEO. From April 2005 to August 2016,

Mr. LElI was the chairman of YY Inc. (NSDAQ: YY).

Mr. LEI also served as the chairman of Cheetah Mobile
(NYSE: CMCM) until 13 March 2018.

Mr. LEI graduated from Wuhan University in 1991 with
a bachelor’s degree in Computer Science. He has been a
member of the board of Wuhan University since 2003.
He has been serving as vice chairman of All-China
Federation of Industry and Commerce, vice chairman of
Beijing Federation of Industry and Commerce and vice
president of China Association For Quality since 2017.
Mr. LEI was elected as one of the top 10 economic



DIRECTORS AND SENIOR MANAGEMENT (continued)

personages of China in 2017. Mr. LEl was elected as one
of 100 outstanding private entrepreneurs on the 40th
anniversary of the China’s reform and opening-up in 2018.
In 2019, Mr. LEI was honored with title of Excellent Builder
For the Socialist Cause with Chinese Characteristics by the
United Front Work Department of CPC Central Committee,
Ministry of Industry and Information Technology of
People’s Republic of China, Ministry of Human Resources
and Social Security of the People’s Republic of China,

State Administration for Market Regulation and

All-China Federation of Industry and Commerce and was
rewarded with Fudan Business Management Outstanding
Contribution Award.

Mr. LEl is also a famous angel investor in China.

Pak Kwan KAU, aged 55, was re-designated from an
executive Director to a non-executive Director of our
Company with effect from 24 October 2011. Mr. KAU
has been employed by us since 1988. He graduated from
National Defense University of Science and Technology

in China in 1984 with a bachelor’s degree in Information
Management Systems. Between 1984 and 1987, Mr. KAU
worked at various Chinese companies as a software
developer.

Mr. KAU started Kingsoft Software in 1988, and he was
primarily responsible for the development of WPS 1.0

in 1988. Mr. KAU was named as one of the Top Ten
Business Persons of the Year in 2000, one of the China
Top Financial Figures of the Year in 2001 by CCTV, one of
the Ten Most Influential Leaders in China’s Games Industry
at the inaugural China Game Industry Annual Conference
in January 2005, and one of the Most Outstanding
Entrepreneurs at 2009 China Game Industry Annual
Conference held in December 2009. Mr. KAU has never
held directorship in any other listed public companies.

Mr. KAU was appointed as an acting CEO of the Company
in December 2007. He was the CEO of the Company from
May 2008 to 24 October 2011 when he resigned from
the post. Mr. KAU was the Chairman of the board of our
Company until 5 July 2011.

Mr KAU is also a director of certain subsidiaries of the
Company.

Chi Ping LAU, aged 47, is a non-executive Director and
a member of the Nomination Committee of the Company.
He is also an executive director and president of Tencent
Holdings Limited (“Tencent”) (a company listed on the
Stock Exchange, Stock Code: 700). He joined Tencent

in 2005 as a chief strategy and investment officer and

was responsible for corporate strategies, investments,
merger and acquisitions and investor relations. In 2006,
he was promoted as president of Tencent to manage

the day-to-day operation of Tencent. In 2007, he was
appointed as an executive director of Tencent. Prior to
joining Tencent, he was an executive director at Goldman
Sachs (Asia) L.L.C's investment banking division and a chief
operating officer of its Telecom, Media and Technology
Group. Prior to that, he worked at Mckinsey & Company,
Inc. as a management consultant. On 10 March 2014,
Mr. LAU was appointed as a director of JD.com, Inc., an
online direct sales company in China, which has been
listed on NASDAQ since May 2014. On 31 March 2014,
Mr. LAU was appointed as a director of Leju Holdings
Limited, an online-to-offline real estate services provider
in China, which has been listed on the NYSE since April
2014. On 12 July 2016, Mr. LAU was appointed as a
director of Tencent Music Entertainment Group (formerly
known as China Music Corporation), an online music
entertainment platform in China, which has been listed
on NYSE since December 2018. On 29 December 2017,
Mr. LAU was appointed as a director of Vipshop Holdings
Limited, an online discount retailer company listed on the
NYSE. On 4 September 2018, Mr. LAU was appointed as
a non-executive director of Meituan Dianping, a China’s
leading e-commerce platform for services, which has been
listed on the Stock Exchange since September 2018.

Mr. LAU received his Bachelor of Science degree in Electrical
Engineering from the University of Michigan, a Master

of Science degree in Electrical Engineering from Stanford
University and a MBA from Kellogg Graduate School

of Management, Northwestern University. Mr. LAU was
appointed as a non-executive Director of the Company on
28 July 2011.

Independent Non-executive Directors

Shun Tak WONG, aged 59, is an independent
non-executive Director of our Company. He is also a
member of the Audit Committee, the chairman of

the Nomination Committee and the chairman of the
Remuneration Committee of the Company. Currently,
Mr. WONG was a co-founder and acting as CFO of Rokid
Corporation Ltd., an artificial intelligence devices design
and development company. From June 2018, Mr. WONG
is an independent non-executive director and chairman
of audit committee of Xiaomi Corporation (a company
listed on the Stock Exchange in July 2018, Stock Code:
1810). He served as an executive Director and CFO of
the Company from October 2011 to July 2012, and
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DIRECTORS AND SENIOR MANAGEMENT (continued)

also acted as an independent non-executive Director,
chairman of the Audit Committee and member of the
Remuneration Committee of the Company from April 2007
to September 2011.

Mr. WONG was vice president for finance and Corporate
Controller of Alibaba Group from August 2007 to
September 2011, an enterprise which engages in
internet-based businesses that includes business-to-
business international trade, retail and payment platforms
and data-centric cloud computing services. During his
service with Alibaba Group, he also acted as chairman of
Group Financial Control Committee of Alibaba Group.

Mr. WONG served as the CFO of Goodbaby Children
Products Group (“Goodbaby"”) from August 2003 to
August 2007, a leading juvenile product manufacturer

in China. Before joining Goodbaby, Mr. WONG worked

as the vice president for finance in IDT International
Limited, a company listed on the Stock Exchange, between
September 2001 and July 2003.

In the past, Mr. WONG held key financial executive
positions in various multi-nationals companies, including
as the financial controller of AMF Bowling, Inc. From
November 1996 to March 1998 and International Distillers
China Ltd. from December 1993 to October 1996.

Mr. WONG has extensive experience in financial control,
operations, strategic planning and implementation, private
equity investments and exit strategies.

Mr. WONG has a master’s degree in Finance from the
University of Lancaster in the United Kingdom and

a master’s degree in Accounting from Charles Stuart
University in Australia. Mr. WONG is also a fellow CPA
member of the Hong Kong Institute of Certified Public
Accountants and a fellow CPA member of Australian
Society of CPAs.

David Yuen Kwan TANG, aged 65, is an independent
non-executive Director of our Company. He is also a
member of the Audit Committee and Remuneration
Committee of the Company. Mr. TANG holds a master’s
degree in Business Administration at the California State
University, Fullerton and a bachelor’s degree in Computer
Science and Engineering at the California State University,
Long Beach.

Mr. TANG has over 25 years of IT industry experience in
the global market and in the China market in the areas
of sales, marketing, business development, research

and development and manufacturing. Mr. TANG is a
well-known business leader in China and has held various
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positions such as the vice president of the European

Union Chamber of Commerce in China, the vice chairman
of the China Association of Enterprises with Foreign
Investment and the vice president of the Beijing Chamber
of International Commerce. Over the years, Mr. TANG has
been widely recognized in the industry and was awarded
the title of “Best Professional Manager of the Decade
("TESERELIEA")" by China's CEO & CIO magazine.
Mr. TANG has been responsible for the management of
businesses up to an annual sales turnover of RMB70 billion.
Mr. TANG also worked as adviser at UCWeb and Ganiji.

Mr. TANG is currently the independent director of YY. He

is also the partner and the managing director of Nokia
Growth Partner (“NGP") which is a venture capital firm
and he has been responsible for investment in businesses in
China. Since June 2019, Mr. TANG has been serving as one
of the independent non-executive directors of Standard
Chartered PLC (Stock Code: 2888). Prior to joining NGP,
Mr. TANG was appointed as the corporate senior vice
president and the president of Greater China of AMD
(Greater China is the largest region of AMD with sales,
marketing, research and development and manufacturing
operations). During 2004 to 2010, Mr. TANG held a
number of positions in Nokia, including the global vice
president, the vice chairman and the vice president of sales
in Greater China. Mr. TANG was also appointed as the
chairman of Nokia Telecommunications Limited (552558
2R 2 ) which is a joint venture established by Nokia
in China. In addition, Mr. TANG held senior positions at
Apple.Inc, 3Com, DEC and AST.

Wenjie WU, aged 45, is an independent non-executive
Director, the chairman of the Audit Committee and

a member of the Remuneration Committee and the
Nomination Committee of the Company. Ms. WU is
currently a director of Xunlei Limited (NASDAQ: XNET).
Ms. WU served as the Chief Investment Officer of New
Hope Group from November 2018 to February 2020.

Ms. WU served as managing partner of Baidu Capital
from November 2016 to November 2018. Ms. WU
successively served as deputy CFO, CFO and CSO of
Ctrip.com (NASDAQ: CTRP) from December 2011 to
November 2016. Ms. WU was an equity research analyst
covering China Internet and Media industries in Morgan
Stanley Asia Limited and in Citigroup Global Markets Asia
Limited from 2005 to 2011. Prior to that, Ms. WU worked
for China Merchants Holdings (International) Company
Limited (Stock Code: 0144), a company listed on the Stock
Exchange for three years.
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Ms. WU has a Ph.D. degree in Finance from the University
of Hong Kong, a master’s degree in Finance from the
Hong Kong University of Science and Technology, and both
a master’s degree and a bachelor’s degree in Economics
from Nan Kai University, China. Ms. WU has been a
Chartered Financial Analyst (CFA) since 2004.

Senior Management

For the biography details of Mr. Tao ZOU and
Mr. Yuk Keung NG, please refer to the paragraph headed
“Executive Directors” above in this section.

Yulin WANG, aged 44, is currently the chief executive
officer of Kingsoft Cloud. He has been in charge of the
overall management of Kingsoft Cloud. Mr. WANG has
over 20 years of experience in internet industry. He has
been the vice president of A8 Digital Music Holdings
Limited (Stock Code: 00800), chief operating officer

of CNEC Inc. and the vice executive officer of Phoenix

New Media Limited (NYSE: FENG). Mr. WANG joined the
Company in 2012, and was the senior vice president of the
Company from 2016 to March 2020.

Mr. WANG graduated from Nankai University and obtained
a B.S. degree. He had also received a MBA degree form
Tsinghua University in 2008.

Wei LIU, aged 43, is currently a senior vice president of
the Company. Mr. LIU joined the Group in 2000 and has
been project manager, HR director and the vice president of
human resources of Westhouse Holdings Limited. Mr. LIU
has started as an assistant president of our Group since
April 2012, and has been the vice president of the Group
and assistant to the Chairman since 2013. Mr. LIU became
senior vice president of the Company and special assistant
to the Chairman in 2016.

Mr. LIU graduated from China University of Mining and
Technology with a bachelor degree in Economics in 1999.

KWOK Wai Wai Kris, aged 39, is currently a senior vice
president of our Group and the vice president and the
chief executive officer in Seasun Holdings. He joined the
JX3 Online (“JX3") development team in Seasun Holdings
in the year 2004, and currently serves as JX3 producer.
Mr. KWOK is familiar with the business and development
strategy of Seasun Holdings with rich experience in
business operation and management. Mr. KWOK
graduated from Saint John University.

Joint Company Secretaries

For the biography details of Mr. Yuk Keung NG, please refer
to the paragraph headed “Executive Directors” above in
this section.

Hongyu LV, aged 38, is currently joint company secretary
and Board secretary of the Company. Ms. LV joined the
Company in October 2013, responsible for company
secretarial and compliance matters. Before joining the
Company, Ms. LV worked in another company listed on
the Main Board of the Stock Exchange for many years,
responsible for legal compliance, asset reorganization,
investment and financing and company secretarial matters.
She also worked in law firms. Ms. LV is a Fellow of both
The Institute of Chartered Secretaries and Administrators
and The Hong Kong Institute of Chartered Secretaries,
holding Chartered Secretary and Chartered Governance
Professional dual designations. Ms. LV also holds the
Chinese legal professional qualification certificate and the
board secretary qualification granted by the Shanghai Stock
Exchange. Ms. LV holds a bachelor’s degree in law and a
master’s degree in economic law.
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CORPORATE GOVERNANCE REPORT

OVERVIEW OF CORPORATE
GOVERNANCE PRACTICES

The Group is committed to maintaining high standards
of corporate governance to safeguard the interests

of shareholders and to enhance corporate value and
accountability. The Directors, having reviewed the
corporate governance practices of the Company, confirm
that the Company has complied with all the applicable
code provisions as set out in Corporate Governance
Code and Corporate Governance Report (the “Code”)
contained in Appendix 14 to the Listing Rules, except for
the code provisions A.6.7 and C.1.2 of the Code.

The code provision A.6.7 of the Code is regarding the
non-executive directors’ attendance to general meetings.
Non-executive Director, Mr. Chi Ping LAU, did not

attend the annual general meeting of the Company held
on 15 May 2019 due to pre-arranged engagements.
Non-executive Directors, Mr. Jun LEI and Mr. Chi Ping
LAU, did not attend the extraordinary general meeting

of the Company held on 20 December 2019 due to
pre-arranged engagements. The code provision C.1.2 of
the Code requires management to provide all members of
the board with monthly updates on the issuer’s business.
The management of the Company currently reports

to the Board quarterly on the Group’s performance,
position and prospects. The Board believes that with

the executive Directors overseeing the daily operation

of the Group and the effective communication between
the executive Directors, the management and the non-
executive Directors (including the independent non-
executive Directors) on the Group’s affairs, the current
practice is sufficient enough for the members of the Board
to discharge their duties. The Board will continue to review
this practice and shall make necessary changes when
appropriate and report to the shareholders accordingly.

The following is a summary of work performed by
the Board in determining the policy for the corporate
governance of the Company during the year ended
31 December 2019:

(1) Developed and reviewed the Company’s policies and
practices on corporate governance;

(2)  Reviewed and monitored the training and continuous
professional development of Directors and senior
management;

(3) Reviewed and monitored the Company’s policies and
practices on compliance with legal and regulatory
requirements;
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(4) Developed, reviewed and monitored the code of
conduct and compliance manual applicable to
employees and Directors; and

(5) Reviewed the Company’s compliance with the Code
and disclosure in the corporate governance report.

The Company will continue to review and enhance its
corporate governance practices to ensure compliance with
the Code.

BUSINESS MODEL AND STRATEGY

The Group always endeavors to enhance its enterprise
value, ensure the Company’s long-term and stable
development and benefit its shareholders and other
stakeholders. The Group emphasizes on long term
business growth instead of short term reward by focusing
on innovation and R&D to continue improving products
and services. The discussion and analysis of the Group’s
performance for the year ended 31 December 2019 are
set out under the section of Management Discussion and
Analysis of this annual report.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Director of Listed Issuers set out in
Appendix 10 to the Listing Rules (the “Model Code”).

Specific enquiry has been made of all the Directors and
each of the Directors has confirmed that they have
complied with the required standards set out in the Model
Code during the year ended 31 December 2019 and up
to the date of this annual report. The designated senior
management of the Company also has adopted the
Model Code.

Details of security interests in the Company held by the
Directors are set out in the paragraph headed “Directors’
and Chief Executive’s Interests in Securities” under the
section of the Directors’ Report of this annual report.

The Company has also established written guidelines

on no less exacting terms than the Model Code for
securities transactions by employees who are likely to be
in possession of unpublished inside information of the
Company (the “Guidelines”).

No incident of non-compliance of the Guidelines by the
employees of the Group was noted by the Company
during the year ended 31 December 2019.



CORPORATE GOVERNANCE REPORT (continued)

THE BOARD

Responsibilities of the Board

The Board is the core function of the Company’s corporate
governance structure. The principal responsibilities of

the Board are to set an overall framework of corporate
governance within which the management conducts
business and to monitor the Group’s operations. The
Company’s overall framework of corporate governance
contains many internal guidelines, internal control policies
and procedures that have been formed over the years.
The Board has delegated the authority and responsibility
for the Group’s daily management and operation to senior
management of the Group which is under the supervision
of the CEO who reports to the Board.

The Board has formulated a clear written policy that
stipulates the circumstances under which the management
should report and obtain prior approval from the Board
before making decisions or entering into any commitments
on behalf of the Group. The Board regularly reviews our
corporate governance practices and updates them as and
when appropriate.

The Board oversees specific areas affecting the interests

of all shareholders including the execution of resolutions,
annual budget, formulation of major decisions for
operations, financial proposals and policies, the Company’s
management system, recommendation/declaration of
dividend or other distributions, notifiable and connected
transactions under the Listing Rules, recommendation

on appointment or reappointment of auditor and other
significant operational and financial matters.

The Board is responsible for the preparation of financial
statements, so that such financial statements meet the
requirements of laws and regulations and applicable
accounting standards, and truly and fairly reflect the
financial position, the operating results and cash flows of
the Group for each reporting period. The Directors also
ensures the timely publication of the Group’s financial
statements. In preparing the financial statements for the
year ended 31 December 2019, the Directors adopted
appropriate accounting policies and made fair and
reasonable judgments and estimates, and the Board was
not aware of any material uncertainties relating to events
or conditions that may cast significant doubt upon the
Company’s ability to continue on a going concern basis.
The external auditor’s responsibilities to shareholders

are set out in the Independent Auditor's Report of this
annual report.

Composition of the Board

As at the date of this annual report, the Board of Directors
comprises eight Directors with two executive Directors,
three non-executive Directors and three independent
non-executive Directors. The independent non-executive
Directors constitute one-third of the Board members
which complies with rule 3.10A of the Listing Rules and
are possessing appropriate professional qualifications or
accounting or related financial management expertise.

All of the independent non-executive Directors of the
Company act in diligent manner to uphold the interests
of the Company and the shareholders by maintaining the
independence of their opinions and providing professional
advice on the long-term development of the Company.

The Company has received, from each of the independent
non-executive Directors, a written annual confirmation

of his/her independence to the Company pursuant to the

requirements of the Listing Rules. The Company considers
all independent non-executive Directors to be independent
in accordance with the independence guidelines as set out
in the Listing Rules.

A list of Directors, their respective biographies and their
relationship with others, if any, are set out in the section
headed Directors and Senior Management in this annual
report. Save for the disclosure in this annual report, there
is no other relationship among the Board members to
the best knowledge of the Board as at the date of this
annual report.

During the year ended 31 December 2019, the Board
comprises the following Directors:

Executive Directors:

Mr. Tao ZOU

Mr. Yuk Keung NG

Non-executive Directors:

Mr. Jun LEI

Mr. Pak Kwan KAU

Mr. Chi Ping LAU

Independent Non-executive Directors:
Mr. Shun Tak WONG

Mr. David Yuen Kwan TANG

Ms. Wenjie WU
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The list of Directors (by category) is also disclosed in
all corporate communications issued by the Company
pursuant to the Listing Rules from time to time.

Supply of and Access to Information and
Resource

All the Directors have direct access to the legal counsels.
Written procedures are also in place for Directors to seek,
at the Company’s expenses, independent professional
advice in performing their duties. The Company has
arranged appropriate insurance to cover the liabilities

of the Directors arising from corporate activities. The
insurance coverage is reviewed on an annual basis. The
management provides the Board and its committees with
adequate, complete and reliable information in a timely
manner to enable them to make informed decisions.

Continuing Development

Every newly appointed Director of the Company has
received a comprehensive, formal and tailored induction
on the first occasion of his appointment, and subsequently
such briefing and professional development are also
available as necessary, to ensure that he/she has a

proper understanding of the operations and business of
the Company and that he/she is fully aware of his/her
responsibilities under statute and common law, the Listing
Rules, applicable legal requirements and other regulatory
requirements and the business and governance policies of
the Company.

Pursuant to the applicable code provisions as set

out in the Code, all Directors should participate in
continuous professional development to develop and
refresh their knowledge and skills. This is to ensure that
their contribution to the Board remains informed and
relevant. During the year ended 31 December 2019, all
Directors, namely, the executive Directors Mr. Tao ZOU
and Mr. Yuk Keung NG; the non-executive Directors

Mr. Jun LEI, Mr. Pak Kwan KAU and Mr. Chi Ping LAU; and
the independent non- executive Directors Mr. Shun Tak
WONG, Mr. David Yuen Kwan TANG and Ms. Wenjie WU
have participated in continuous professional development
by attending training course or external seminars to
develop and refresh their knowledge and skills in relation
to their contribution to the Board.

During the year ended 31 December 2019, the company
secretary of the Company (the “Company Secretary”)
has taken no less than 15 hours of relevant professional

training in compliance with rule 3.29 of the Listing Rules.
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Board Meetings

The Board meets at least four times a year at
approximately quarterly intervals to review the financial
performance of the Group, internal re-organisation plans,
the overall group strategy and operations with active
participation of the majority of Directors. Certain regular
Board meetings held during the year ended 31 December
2019 were convened with at least 14 days’ notice, which
is in compliance with code provision A.1.3 of the Code.
The Company adopted a flexible approach in convening
Board meetings and ensured that sufficient time and
adequate information were given to Directors in advance.

A regular meeting does not include the practice of
obtaining the consent of the Board through the circulation
of written resolutions. For all other Board meetings,

our Directors are given reasonable notices. Senior
managements are invited to attend Board meetings

from time to time to advise on business developments,
financial and accounting matters, statutory and regulatory
compliance, corporate governance and other major
aspects of the Company.

The Company Secretary is responsible for drafting meeting
agenda and obtaining comments from all Directors and
approval of meeting agenda by the Chairman, preparing
and circulating meeting materials that contain analysis
and background information to all meeting attendees at
least 3 days in advance, drafting minutes of meetings of
the Board and Board committees and obtaining comments
from all Directors and approval of the meetings minutes
by the Chairman. The approved meetings minutes are
open for inspection by the Directors with reasonable
advance notice.

The Articles of Association contains provisions requiring
Directors to abstain from voting and not to be counted
in the quorum at meetings for approving transactions
in which such Directors or any of their associates have a
material interest.

If a substantial shareholder or a Director has a conflict of
interest in a matter to be considered by the Board which
the Board has determined to be material, the matter
should be dealt with a physical board meeting rather than
a written resolution. Independent non-executive Directors
who, and whose close associates, have no material interest
in the transaction should be present and vote at such
Board meeting.
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Directors’ Attendance Records

There were four Board meetings and two general meetings
held during the year ended 31 December 2019. The
attendance records of each Director at the Board meetings
and general meetings during the year of 2019 are set

out below:

Attendance/  Attendance/
Number Number
of Board of general
Name of Director meetings meetings
Executive Directors:
Mr. Tao ZOU 4/4 2/2
Mr. Yuk Keung NG 4/4 2/2
Non-Executive Directors:
Mr. Jun LEI 4/4 172
Mr. Pak Kwan KAU 4/4 2/2
Mr. Chi Ping LAU 4/4 0/2
Independent Non-executive
Directors:
Mr. Shun Tak WONG 4/4 2/2
Mr. David Yuen Kwan TANG 4/4 2/2
Ms. Wenjie WU 4/4 212

Chairman and CEO

The Company fully supports the division of responsibility
between the Chairman of the Board and the CEO to
ensure a balance of power and authority. Their respective
responsibilities are clearly defined and set out in writing.
The Chairman provides leadership and is responsible for
the effective functioning of the Board in accordance with
good corporate governance practice. The CEO focuses on
implementing objectives, policies and strategies approved
and delegated by the Board. As at the date of this annual
report, the posts of Chairman and CEO of the Company
were held by Mr. Jun LEI and Mr. Tao ZOU, respectively,
and there is a clear division of power and responsibility
between them.

Appointment and Re-election

All the Directors including the non-executive Directors have
either service contracts or formal letters of appointments
setting out the major terms and conditions of their
appointment. Their terms are fixed for three years.

The Company may from time to time elect any person

to be a Director either to fill a casual vacancy or as an
additional Director. Any Director so appointed shall hold
office only until the next general meeting of the Company
and shall then be eligible for re-election at the meeting
but shall not be taken into account in determining the
Directors or the number of Directors who are to retire

by rotation at such meeting. According to the Articles of
Association, at each annual general meeting one-third

of the Directors for the time being, or, if their number is
not 3 or a multiple of 3, then the number nearest to but
not less than one-third, shall retire from office by rotation
provided that every Director (including those appointed for
a specific term) shall be subject to retirement by rotation at
least once every 3 years. A retiring Director shall be eligible
for re-election at the general meeting of the Company, at
which a Director who retires may fill the vacated office.

BOARD COMMITTEES

The Board has established Audit Committee (established
on 3 September 2007), Remuneration Committee
(established on 3 September 2007) and Nomination
Committee (established on 3 September 2007) to oversee
key aspects of its affairs.

The written terms of reference of our Audit Committee,
Remuneration Committee and Nomination Committee
which cover their respectively specific role, authority
and functions are available on our website. The Audit
Committee, Remuneration Committee and Nomination
Committee mainly consist of the independent non-
executive Directors and non-executive Directors.

In order to discharge their dedicated functions, each

of our Board committees is provided with sufficient
resources, including the provision of external advisors
such as financial advisors and valuation firms, to provide
professional advice as required at our cost.
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The following lists out the membership, responsibilities
and the summary of work that the Audit Committee,
Remuneration Committee and Nomination Committee
performed on behalf of the Board during the financial year
ended 31 December 2019:

Audit Committee
Membership and Responsibilities

During the year ended 31 December 2019, our Audit
Committee comprised of three independent non-executive
Directors, namely Ms. Wenjie WU (chairman of the Audit
Committee), Mr. David Yuen Kwan TANG and Mr. Shun Tak
WONG. In compliance with rule 3.21 of the Listing Rules,
both Mr. Shun Tak WONG and Ms. Wenjie WU of the Audit
Committee possess appropriate professional qualifications
on accounting or related financial management expertise.
None of the Audit Committee members is a member of the
previous or existing auditor of the Company.

The terms of reference of our Audit Committee sets
out its authority, responsibilities, membership and
frequency of meetings. The primary duties of the Audit
Committee include:

o making recommendations to the Board on the
appointment, reappointment and removal of the
external auditor;

° approving the remuneration and terms of
engagement of the external auditor, and resignation
or dismissal of the auditor;

o reviewing and monitoring the external auditor’s
independence, the objectivity and the effectiveness
of the audit process in accordance with applicable
standard, and reviewing financial information of the
Company;

o reviewing the effectiveness and adequacy of
the Company’s financial reporting system, risk
management and internal control systems;

o assessing work performed by the Company’s
internal audit team, and the adequacy of resources,
qualifications and experience of the accounting staff
of the Company;

o assisting our Board in supervising the truthfulness and
completeness of the Company’s financial statements;
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J reviewing the external auditor's management
letter, any material queries raised by the auditor to
management about the accounting records, financial
accounts or systems of control and management’s
response; and

o maintaining a whistle blower system to identify and
prevent frauds against the Company.

Summary of principal work performed

Principal work performed by the Audit Committee during
the year ended 31 December 2019 includes reviewing
and/or approving:

o our Company’s unaudited quarterly results, interim
consolidated financial statements and audited
annual consolidated financial statements, with its
recommendations to the Board;

o the accounting principles, policies and practices
adopted by the Group;

o annual internal audit plan of the Group and quarterly
review of internal audit and business control;

o annual audit plan of the Group and review of
quarterly external audit progress report;

° the effectiveness of the internal control systems
adopted by the Company;

. the independence, authorities and resource of the
internal and external auditor; and

o the terms of engagement and fees of the Company’s
external auditor.

Meetings attendance

The Audit Committee held four meetings during the year
ended 31 December 2019. The attendance records of each
member of the Audit Committee are set out below:

Attendance/

Number of

Members meetings held
Ms. Wenjie WU (chairman) 4/4
Mr. Shun Tak WONG 4/4
Mr. David Yuen Kwan TANG 4/4
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Remuneration Committee
Membership and Responsibilities

The Remuneration Committee currently consists of
four Directors with three of them being independent
non-executive Directors, namely, Mr. Shun Tak WONG,
Mr. David Yuen Kwan TANG, Ms. Wenjie WU and one
non-executive Director, Mr. Jun LEI.

The primary duties of the Remuneration Committee
mainly include assisting the Board to formulate overall
remuneration policy and structure for the Company’s
Directors and senior management personnel and establish
formal and transparent procedures for developing such
remuneration policy; review and determination of the
terms of remuneration packages, bonuses and other
compensation payable to our Directors and other senior
management. The remuneration policy is set to attract,
motivate and retain highly performing individuals who are
essential to the success of the Company. The emolument
package for the executive Directors, the senior managers
and key personnel includes basic salary, benefits in kind,
pension rights, performance bonus and incentive stock
options. The non-executive Directors and independent
non-executive Directors receive director’s fees.

The basic salary and director’s fees depend on individual’s
experience, responsibilities and relevant market rate. The
bonus depends on actual performance of the Company’s
targets and individual performance. Details for the stock
option scheme and the share award scheme can be found
under the subtitle of “Share Option Schemes” and “Share
Award Scheme” in the Directors’ Report. The awarded
shares are offered to qualified employees to reward them
for their high level of performance and foster loyalty with
the Group. The information regarding the remuneration
of the Directors during the year ended 31 December
2019 is set out in note 10 to the financial statements.
When a meeting is convened to discuss certain Directors’
remuneration, the Directors in discussion cannot determine
his/her own remuneration.

Summary of principal work performed

The following is a summary of work performed by
the Remuneration Committee during the year ended
31 December 2019:

o Reviewed and approved the service contracts and
remuneration packages (including year-end bonuses,
awarded shares and share options) of our executive
Directors and senior management;

. Reviewed and recommended director’s fee for non-
executive Directors and independent non-executive
Directors to the Board; and

J Reviewed and recommended performance bonus
scheme of the Company to the Board.

Meetings attendance

The Remuneration Committee held one meeting during
the year ended 31 December 2019. The attendance
records of each member of the Remuneration Committee
are set out below:

Attendance/

Number of

Members meetings held
Mr. Shun Tak WONG (chairman) 11
Ms. Wenjie WU il
Mr. David Yuen Kwan TANG 11
Mr. Jun LEI 1/1

Nomination Committee
Membership and Responsibilities

The Nomination Committee comprises two independent
non-executive Directors, namely Mr. Shun Tak WONG
and Ms. Wenjie WU, and one non-executive Director,
Mr. Chi Ping LAU.

The Nomination Committee is accountable to the Board
and regularly reports its work to the Board. The primary
duties of the Nomination Committee are mainly to lead
the process for board appointments, review the structure
and composition of the Board regularly, identify and
nominate suitable candidates for appointment to our
Board, assess the independence of our independent non-
executive Directors, and make recommendations to the
Board on matters relating to succession planning for
Directors, particularly for the Chairman and the CEO.

The Nomination Committee has also established the basic
principles of the board diversity policy of the Company,
including: open gender; for the cultural and academic
background or professional experience, a director shall, in
general, possess an advanced level of education, and his/
her expertise and experience shall be considered according
to its relevance with the business of the Company or the
management of listed companies.
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Summary of principal work performed

The following is a summary of work performed by
the Nomination Committee during the year ended
31 December 2019:

o Recommended candidates for the position of
independent non-executive Director,

. Reviewed the structure, size and composition of
the Board, reviewed the Company’s policies on
nomination of Directors and its committees and
make recommendations regarding any proposed
changes; and

o Reviewed and assessed each independent non-
executive Director’s annual confirmation of
independence pursuant to rule 3.13 of the Listing
Rules.

Meetings attendance

The Nomination Committee held 1 meeting during the
year ended 31 December 2019. The attendance records of
each member of the Nomination Committee are set out
below:

Attendance/

Number of

Members meetings held
Mr. Shun Tak WONG (chairman) 171
Ms. Wenjie WU 171
Mr. Chi Ping LAU 11

EXTERNAL AUDITOR AND
AUDITOR’S REMUNERATION

Ernst & Young, Hong Kong, Certified Public Accountants,
were engaged as the Company’s external auditor for

the year ended 31 December 2019. External auditor

may provide certain non-audit services to the Group as
long as these services do not involve any management
or decision making functions for and on behalf of the
Group, performing of self-assessments or action as an
advocacy role for the Group. Before any engagement with
external auditor for non-audit services, external auditor
must comply with the independence requirements under
Code of Ethics for Professional Accountants issued by
Hong Kong Institute of Certified Public Accountants. The
statement of the independent auditor of the Company
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about their reporting responsibilities on the financial
statements is set out in the Independent Auditor's Report
of this annual report.

During the year ended 31 December 2019, the
remunerations paid or payable to Ernst & Young regarding
the audit and non-audit services (together with the
comparative figures for 2018) are set out as follows:

2019 2018

RMB Million RMB Million
I

Audit services 9.39 6.70
Non-audit services* ... IO 4.14
Total 15.00 10.84
* Non-audit services included review services of the Group'’s

interim financial statements, tax services and other compliance
services.

DIVIDEND POLICY

The Company has adopted a dividend policy. Subject to
the Companies Law of the Cayman Islands and the Articles
of Association, the Company in general meeting may
declare dividends in any currency but no dividends shall
exceed the amount recommended by the Board.

The Board may from time to time pay to the shareholders
of the Company such interim dividends subject to the
Companies Law of the Cayman Islands and the Articles
of Association. The Board may also pay half-yearly or at
other suitable intervals to be settled by it any dividend
which may be payable at a fixed rate, or from time to
time declare and pay special dividends subject to the
Companies Law of the Cayman Islands and the Articles of
Association.

In proposing any dividend payment, the Board shall take
into account the following criteria, including:

o the Group’s actual and expected results of operations
and cash flow and financial position;
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o general business conditions and the Group’s business
strategies;

o distributable profit, retained earnings and/or
distributable reserves of the Company and the
members of the Group;

o the Group’s expected working capital requirements
and future expansion plans;

o the Group’s indebtedness level and liquidity position;

o legal, regulatory and other contractual restrictions on
the Group’s declaration and payment of dividends;
and

o other factors that the Board deems appropriate.

INTERNAL CONTROL AND
RISK MANAGEMENT

Our internal control system and risk management are
designed to provide reasonable assurance in safeguarding
our shareholders’ investment and assets, improving
corporate governance and risk management, preventing
and detecting frauds and irregularities, providing reliable
financial information, and ensuring compliance with
applicable law and regulations. The Board acknowledges
its responsibility to ensure the Company to maintain a
solid, complete and effective internal control system and
to monitor the effective implementation of such system.
The Company has established an integrated framework of
internal controls which is consistent with the Committee
of Sponsoring Organizations of the Treadway Commission
("COSO") framework.

The Company’s internal control framework covers

the setting of objectives, budgets and targets; the
establishment of regular reporting of financial information,
in particular, the tracking of deviations between actual
performances and budgets/targets; the delegation

of authority; and the establishment of clear lines of
accountability. Well defined policies and procedures that
are properly documented and communicated to employees
are essential to the internal control system. Over the

past few years, within its internal control framework, the
Company has formulated manuals, implemented systems
and adopted rules in relation to internal control, which
are available on the Company’s intranet. The Company’s
employees receive training of its code of conduct on a

regular basis. The Company’s internal control system
is designed to manage, rather than eliminate, the risk
of failure to achieve our business objectives, and aims
at providing a reasonable, as opposed to an absolute,
assurance in this respect.

While the management is responsible for the design,
implementation and maintenance of internal control
system, the Board and the Audit Committee oversee the
actions of the management and monitor the effectiveness
of the established controls. To assist the Audit Committee
in its oversight and monitoring activities, the Company
has set up an independent internal audit team (the “1A")
that reports to the Audit Committee directly. The 1A
provides independent assessment as to the existence and
effectiveness of the Company’s internal control system,
conducts independent investigations regarding allegations
of fraud and violations of our business code of conduct,
and advices on managing and controlling of risks. To enable
the fulfillment of its mission, the IA has unrestricted access
to all corporate operations, records, data files, computer
programs, property and personnel. Under the COSO
framework, the IA undertakes a periodical risk assessment
of the Company’s overall activities and prepares its audit
plan focusing on areas of the Company’s operations

with the greatest perceived risks. In selecting auditing
projects to perform each year, the 1A uses information
collected throughout the year from process owners, the
risk assessment team, senior executives, external auditor
and the board of directors. The Audit Committee reviews
audit plan and receives at least quarterly updates on

the progress. The IA also conducts subjective auditing
projects in the operational areas which are material to

the business or identified by the Audit Committee and/or
senior management, results of which will be reported to
the Audit Committee and senior management'’s concerned.
The 1A will follow up with the implementation of audit
recommendations. Any major internal control weaknesses
and findings will be firstly reported to the Audit Committee
whenever necessary. In addition, the IA maintains regular
communications with our external auditor so that both
parties are aware of the significant factors that may affect
their respective scopes of work.

The board secretary office reviews the continuing
connected transactions periodically to ensure they are in
accordance with the pricing policies or mechanisms under
the framework agreements, including the pricing range,
the process for estimating the selling prices for the goods
or services, and the procedures for obtaining quotations or
tenders, as appropriate. The Board considers the internal
control procedures are adequate and effective to ensure
the transactions are so conducted.

Annual Report 2019 KINGSOFT CORPORATION LIMITED

23



24

CORPORATE GOVERNANCE REPORT (continued)

The Board has the responsibility to oversee the risks
undertaken by the Group, and to actively consider, analyze
and formulate strategies to control the risks the Group is
exposed to, and determine the level of risk the Company
wishes to and is able to take. The Board realizes that risk
management is incorporated as part of the Group’s annual
strategic planning process across all major functions of the
Company rather than being a separate and standalone
process. Therefore, all business functions are required to
identify, assess and evaluate material risks that may impact
their strategy objectives, including the following aspects of
the risk: business continuity, financial impact, reputational
risk, safety and health, external regulations and social
responsibility. Each business function monitors and reviews
the risks and reports to the senior management team
periodically. The senior management team monitors these
risks and develops effective systems and mechanisms to
mitigate the risks to an acceptable level as determined by
the Board. At least annually, the senior management team
coordinates the risk identification and assessment process
and reports to the Board and whenever necessary on the
identified risks and the actions taken to mitigate them.

The Board reviews the risk management and internal
control systems annually. The Board believes that all

the internal control and risk management policies and
procedures have been properly designed and would enable
the Company to strengthen the compliance of the overall
monitoring system and thereby reduce its operational risk.
Continuous monitoring and improvement of management
procedures will be carried out to ensure effective internal
control system to be in line with the growth of the
Company’s business. The Company has not suffered any
material liability during the year under review resulting
from the deficiencies in our internal control system.

During the year ended 31 December 2019, the Board

has reviewed the effectiveness of the system of internal
control and risk management of the Group and considers
the internal control and risk management systems effective
and adequate. Such review also took into consideration
the adequacy of resources, qualification and experience of
staff of the Company’s accounting and financial reporting
function, as well as their training programs and budget.

INSIDE INFORMATION

In accordance with the SFO, the Company has established
a framework for handling and the disclosure of inside
information. The framework sets out the procedures and
internal controls for publishing the inside information
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announcements. The Company has communicated with
all relevant staff regarding the implementation of the
framework and relevant trainings are also provided.

COMMUNICATION WITH
SHAREHOLDERS

The Company considers that effective communication with
shareholders is essential for enhancing investor relations
and investors’ understanding of the Company’s business,
performance and strategies. The Company also recognises
the importance of timely and non-selective disclosure of
information, which will enable shareholders and investors
to make informed investment decisions.

To promote effective communication, the Company
maintains the website at www.kingsoft.com where up-to-
date information on the Company’s business operations
and developments, financial information, corporate
governance practices and other information are available
for public access. Latest information on the Group
including annual and interim reports, announcements and
press releases are updated on the Company’s website in a
timely fashion.

The Board endeavours to maintain an on-going dialogue
with our shareholders, uses annual general meetings

or other general meetings to communicate with our
shareholders in particular and encourages them to
participate in these meetings. All annual general meeting
materials including but not limited to circular, notice

and proxy form will be sent to shareholders in time
which contain all adequate information according to the
Listing Rules.

INVESTOR RELATIONS

Kingsoft establishes an investor relations team to
promote open, ongoing and effective communications
with shareholders, investors and equity analysts. We

are committed to proactively providing the investment
community with all necessary information in a timely
manner so that participants in the investment community
can make fair investment decisions.

During the year ended 31 December 2019, the Company’s
senior management presented its results in Hong Kong,
Singapore, Beijing, Shanghai, and various other cities.
Through various activities such as analyst briefings,

press conferences, conference calls and investor non-

deal road shows, our senior management presented and
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answered the key issues about which investors were
mainly concerned. In addition to regular one-on-one
investor meetings, our senior management participated

in a number of investor conferences held by major
international investment banks in order to maintain active
communications with global institutional investors. The
investor relations section of the Company’s website,
www.kingsoft.com, provides information of the Company
such as financial results, announcements, press releases
and other latest information in a timely manner and is
updated regularly.

SHAREHOLDERS’ RIGHT

Procedures for shareholders to convene an
Extraordinary General Meeting

Pursuant to Article 64 of the Articles of Association, any
one or more shareholders holding at the date of deposit
of the requisition not less than one-tenth of the paid

up capital of the Company carrying the right of voting
at general meetings of the Company shall at all times
have the right, by written requisition to the Board or the
Company Secretary, to require an extraordinary general
meeting to be called by the Board for the transaction of
any business specified in such requisition.

Such a requisition must be signed by the shareholders.

Procedures for putting forward proposals at
general meetings

Shareholders are welcomed to put forward proposals
relating to the operations, strategy and/or management of
the Group to be discussed at general meetings. Proposal
shall be sent to the Board or the Company Secretary by
written requisition at the Company’s principal place of
business in Hong Kong at Unit 1309A, 13/F, Cable TV
Tower, No. 9 Hoi Shing Road, Tsuen Wan, N.T. Hong Kong
or at the Company’s principal place of business in Beijing
at Kingsoft Tower, No. 33 Xiaoying West Road, Haidian
District, Beijing 100085, the PRC.

Shareholders’ enquiries

If the Shareholders are in any doubt about their
shareholdings, the Shareholders shall inquire the
Company’s share registrar directly. Shareholders and the
investment community may at any time make a request
for the Company’s information to the extent that such
information is publicly available. Shareholders may also
make enquiries to the Board by writing to the Company
Secretary at the Company’s principal place of business in
Hong Kong at Unit 1309A, 13/F, Cable TV Tower, No. 9
Hoi Shing Road, Tsuen Wan, N.T. Hong Kong or at the
Company'’s principal place of business in Beijing at Kingsoft
Tower, No. 33 Xiaoying West Road, Haidian District, Beijing
100085, the PRC.

CONSTITUTIONAL DOCUMENTS

There are no changes in the Company’s constitutional
documents during the year ended 31 December 2019.

On behalf of the Board
Jun LEI
Chairman

Hong Kong, 24 March 2020
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Report Overview

The report aims to objectively and fairly reflect the
environmental, social and governance (“ESG") performance
of Kingsoft and its subsidiaries including Beijing Office
Software, Seasun Holdings and Kingsoft Cloud (hereinafter
referred to as “the Group” or “we") in 2019. The
preparation of the report follows the Environmental, Social
and Governance Reporting Guide set out in Appendix 27 to
the Listing Rules. Unless otherwise stated, the report covers
the period from 1 January 2019 to 31 December 2019.

ESG Strategy

ESG Strategy

The Group has always been dedicated to becoming a
world-class software and Internet enterprise. Leveraging
upon profound accumulation of technologies, excellent
user experience and cutting-edge innovation, we are

able to provide customers with efficient products and
services in the era of technology to create value for the
society. With the implementation of “mobile Internet
transformation” strategy, the Group has completed a
comprehensive transformation in terms of overall business
and management model, forming a layout with interactive
entertainment, office software, cloud computing, with

MAIN

STAKEHOLDERS MAIN DEMAND AND EXPECTATION

internet security as the pillar. We are also fully committed
to internationalisation and artificial intelligence and
contribute to the information technology development of
all walks of life in China.

We will capture the opportunities of the industrial
upgrading, create leading Internet brand, pay more
attention to innovation and talents, value the quality and
user experience and discharge the environmental and social
responsibilities to improve and serve the whole society with
technologies.

ESG Governance and Management

The Board is responsible for decision-making and review of
ESG strategy and performance, and the relevant functional
departments of the Group and each subsidiary are
responsible for the implementation of specific ESG work.

Stakeholder Engagement

Taking into account our business model and internal

and external communication, the Group has identified
important stakeholders that have an interactive impact on
its operation. The main stakeholders of the Group, their
demands and expectations, and our main communication
and response methods are summarized in the table below.

MAIN COMMUNICATION AND
RESPONSE METHODS

— Inspection and reception

— Company’s website

— Shareholders’ general meeting
— Company’s announcements
— Reporting of special projects
— Visitor reception

— Daily communication with customers

— Survey on customer satisfaction

— Handling and feedback of customer
complaints

— Annual report
— Company’s website

Governmental — To comply with laws and regulations
and regulatory — To ensure the safety and reliability of products — Annual report
authorities — To promote the technological progress
— To be in the national interests and serve
people’s livelihood
Investors — To maintain good operating results
— To achieve compliant operation
— To make information disclosure
Customers — To provide high-quality products and services
— To guarantee the information security and
protect privacy of customers
— To satisfy diversified needs of customers
The public — To provide safe and reliable products
— To enhance operational transparency
Staff — To protect the rights and interests of staff

— To assure occupational health

— Staff meeting
— Platform for staff's suggestions

— To focus on training and development

— To improve development channels

— To strike a balance between work and life
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MAIN

STAKEHOLDERS MAIN DEMAND AND EXPECTATION

Suppliers and
partners manner

— To abide by contracts

— To purchase in an open, fair and impartial

(continued)

MAIN COMMUNICATION AND
RESPONSE METHODS

— Execution of contracts in accordance with
laws
— Public tendering

— To achieve mutual benefits and win-win

Communities
communities

— To participate in the development of

— Involvement in community activities
— Reception of public welfare organisations

— To support public welfare undertakings

— To protect environment

Substantive Issue Assessment

We have continuously enhanced the pertinence and
responsiveness of the report in accordance with the
requirements of the Environmental, Social and Governance
Reporting Guide issued by the Stock Exchange. We
identified the major issues which stakeholders concern
about through full communication with them, assessed
the materiality of such issues in accordance with the
substantive principle and finally determined the extent and
boundary of the disclosure of such issues to ensure more
accurate and complete disclosure of information related to
the operation and management of the Group.

Screening Process of ESG Issues
Source of issues
o Analysis of multimedia information

o Benchmarking research of international and domestic
peers

o Internationally recognised sustainable development
guidelines

o Solicitation of opinions from staff
o Suggestions from the management

o Analysis and suggestions from internal and external
experts

Screening criteria

o Values, policies, strategies and long-term and
short-term goals of the Group

o Relevant laws, regulations, international treaties or
voluntary agreements

o Benchmarking results of peers

o Demands and expectations explicitly expressed by
stakeholders

o Suggestions from the management and the ESG
management team

Through the identification process, the Group has identified
the ESG issues that are most relevant to its sustainable
development and assessed the materiality of each issue.
The results are as follows:
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Materiality Matrix of the Group’s ESG issues in 2019

Green Operation

Pursuant to the Environmental Protection Law of the
People’s Republic of China and the Energy Conservation
Law of the People’s Republic of China and other laws

and regulations on environmental protection, the Group
integrates energy saving and emission reduction and
climate change combating activities into its operation. It
established a green office system and made great efforts on
energy-saving and emission reduction of the data centre to
proactively practise the concept of green development.

The impact of the Group’s operations on the environment
and natural resources mainly lies in emissions and resource
use of the office area and the data centre.
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(continued)

Green Office

The Group implemented the Management Rules for the
Turning on/off of Lights, the Management Rules for the
Power on/off of Computers and other regulations to
improve its daily administration of energy-saving and
emission reduction. We use all energy-saving lamps in

our office area and promote full use of natural light and
reduction of the use of lighting appliances. Meanwhile,

we put up energy-saving slogan in eye-catching places in
the office area and actively advocate energy-saving and
environmental protection behaviour. For example, we
recommend the staff to make reasonable use of computers,
close unnecessary electronic devices or unused power as
much as possible during working hours; we also encourage
staff to save water and use double-sided printing as far as
practicable when printing documents.

At Kingsoft Tower, the Group’s office building in Beijing,
we have optimised the air-conditioning system and
integrated building management system to fully realise
energy-saving and automated monitoring. We improve
energy efficiency by applying variable frequency technology
to air-conditioning system. In autumn and winter, we

use natural ventilation to a certain extent to reduce the
use of air conditioners, and in summer, we use various
methods such as heat recovery and water cooling to reduce
energy consumption. The building adopts an intelligent
lighting control system, assisted by manual control, to
better control the lighting of the office area to achieve
energy-saving.

Data Centre Energy-Saving Management

Energy-saving and emission reduction are important factors
to consider when we select a site for our data centre. We
have adopted various energy-saving solutions to improve
energy efficiency for our self-built data centres.

Kingsoft Cloud Yizhuang Data Centre has been operating
since November 2019. Under the current IT loading rate of
about 30%, the PUE has reached 1.32, which is well above
the current industry average and national standards. With
an expected further increase in IT loading rate in the future,
the PUE will be further reduced.
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We have adopted a centrifugal water cooling solution with
higher coefficient of performance (COP) in the Kingsoft
Cloud Yizhuang Data Centre, which increases the COP
from 3.2 to 6.5 compared with the traditional air cooling
technology. Meanwhile, we solely use free-cooling plate
heat exchangers in winter and hybrid cooling in transition
seasons to further reduce energy consumption. We also
use high temperature resistant IT equipment that could
work in an environment where we reasonably increase the
air temperature and reduce the cooling load, therefore to
increase the natural cooling rate. In addition, the closed
cold aisle can prevent the turbulence of hot and cold air
and reduce cooling loss.

We have included a natural fresh air cooling scheme in the
design of future new data centres. With a more intelligent
control and real-time air quality detection technology, we
expect to further reduce cooling load by more than 50%.

Environmental Key Performance Indicators

Below are the Group’s environmental key performance
indicators in 2019. Unless otherwise specified, the
environmental data scope of office buildings cover the
main office buildings of the Group, and that of the

data centre only covers Kingsoft Cloud Yizhuang Data
Centre. This data centre was put into use in November
2019, so its environmental data only covers November to
December 2019.



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Office buildings

(continued)

EMISSIONS
Total direct GHG emissions (Scopes 1 and 2) (tonnes) 9,937.27
Total direct GHG emissions (Scope 1) (tonnes) 546.88
Including: Petrol (tonnes) 58.15
Natural gas (tonnes) 488.73
Total indirect GHG emissions (Scope 2) (tonnes) 9,390.39
Including: Purchased electricity (tonnes) 9,390.39
Total GHG emissions per employee (tonnes per employee) 1.31
Total GHG emissions per floor area (tonnes per square metre) 0.1
Total hazardous waste (tonnes) 0.10
Hazardous waste per employee (tonnes per employee) 0.000017
Total non-hazardous waste (tonnes) 643.04
Non-hazardous waste per employee (tonnes per employee) 0.086
USE OF RESOURCES
Total energy consumption (MWh) 18,379.76
Direct energy consumption (MWh) 2,559.39
Including: Petrol (MWh) 59.96
Natural gas (MWh) 2,499.44
Indirect energy consumption (MWh) 15,820.36
Including: Purchased electricity (MWh) 15,820.36
Energy consumption per employee (MWh per employee) 2.42
Total energy consumption per floor area (MWh per square meter) 0.21
Total water consumption (tonnes) 138,533.00
Water consumption per floor area (tonnes per square meter) 1.96

Annual Report 2019 KINGSOFT CORPORATION LIMITED

29



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

(continued)

Data centre

EMISSIONS
Total direct GHG emissions (Scopes 1 and 2) (tonnes) 1,622.55
Total direct GHG emissions (Scope 1) (tonnes) 94.92
Including: Diesel (tonnes) 94.92
Total indirect GHG emissions (Scope 2) (tonnes) 1,527.63
Including: Purchased electricity (tonnes) 1,527.63
USE OF RESOURCES
Total energy consumption (MWh) 2,390.16
Direct energy consumption (MWh) 247.32
Including: diesel (MWh) 247.32
Indirect energy consumption (MWh) 2,142.84
Including: Purchased electricity (MWh) 2,142.84
PUE 1.4
Total water consumption (tonnes) 3,834
Notes: 5. Water consumed by the Group is from the municipal tap water

1.
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Due to its business nature, the major emissions of the Group
are greenhouse gas (GHG) emissions, arising from fuels and
purchased electricity converted from fossil fuels.

Greenhouse gas inventories include carbon dioxide, methane
and nitrous oxide. Greenhouse gas emissions are presented
based on carbon dioxide equivalent and calculated in
accordance with the 2077 China Regional Grid Baseline
Emission Factors published by the Ministry of Ecology and
Environment, and the electricity GHG emission coefficient in the
2019 Sustainability Report of CLP Group, and the 2006 IPCC
Guidelines for National Greenhouse Gas Inventories published
by the Intergovernmental Panel on Climate Change (IPCC).

The hazardous wastes generated in the operation of the Group
mainly include waste toner cartridges and waste ink cartridges
generated from office printing equipments, waste fluorescent
tubes and data centre’s waste lead-acid batteries. Waste toner
cartridges and waste ink cartridges are recycled by printing
suppliers, and waste fluorescent tubes and data centre’s waste
lead-acid batteries are recycled by qualified recyclers. In 2019,
the data centre did not generate waste lead-acid batteries.

The non-hazardous wastes generated in the operation of the
Group mainly include domestic wastes, which are all handled by
property management companies, and its data is not available,
therefore estimation of domestic waste is made with reference
to “Handbook on Domestic Discharge Coefficients for Towns

in the First Nationwide Census on Contaminant Discharge”
published by the State Council. The non-hazardous wastes of
office building cover main offices located in mainland China.
The non-hazardous wastes generated by the data center mainly
include waste servers and hard drives. In 2019 there was no
waste server nor waste hard drive generated.
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pipe network and there is no issue in sourcing water that is

fit for purpose. The scope of the water consumption covers
buildings of Kingsoft Beijing Office and Zhuhai Office, Beijing
Office Software Beijing Office, Kingsoft Cloud Beijing Office,
and Seasun Holdings Chengdu Office. The water fees of the rest
office buildings are included in property management fees, so
the water consumption data is not available.

6. Energy consumption is calculated based on electricity
and fuel consumption and the conversion factors in the
National Standards General Principles for Calculation of the
Comprehensive Energy Consumption (GB/T 2589-2008).

7. The diesel is used for backup generators.

8. PUE (Power usage effectiveness) is the average annual PUE of
the data center. PUE is an index to evaluate the efficiency of
date center energy use. It is the ratio of all facilities energy over
IT equipment energy.

9. Due to the nature of our businesses, the Group does not

produce any packaging products and therefore does not use
packaging materials.

Caring for Employees

By adhering to the people-oriented principle, the Group
regards the staff as its most valuable assets. Through

the establishment of a transparent and fair employment
mechanism, the Group is committed to providing diversified
and rich training programmes, carrying out beneficial staff
activities to achieve common development of the Group
and the staff.
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Employment

The Group protects the legitimate rights and interests of
employees pursuant to the Labour Law of the People’s
Republic of China, the Labour Contract Law of the People’s
Republic of China, the Social Insurance Law of the People’s
Republic of China, and the Law of the People’s Republic of
China on the Protection of Women's Rights and Interests
and other laws and regulations. Employees of the Group are
hired in accordance with the principles of fair competition,
merit-based recruitment, and equal opportunities for
internal and external personnel. The Group does not
differentiate employees or remunerations based on
ethnicity, race, age, gender, marital status, and religious

CATEGORY

(continued)

beliefs of applicants or employees. The Group signs labour
contracts with employees in accordance with the principles
of equality, consensus, honesty and trustworthiness. The
Group conscientiously implements the Special Rules on the
Labour Protection of Female Employees, guarantees the
rights and benefits of female employees during pregnancy,
childbirth and breastfeeding, and prohibits reduction of
wages and unreasonable dismissal of female employees
based on pregnancy, childbirth and breastfeeding. We fully
respect all employees and promote equality of personality,
reject any form of abusive discrimination, and firmly prohibit
forced, threatening, abusive or exploitative labour practices
and employees under the age of 18. As of the end of 2019,
the Group had a total of 7,589 employees.

NUMBER OF

EMPLOYEES PROPORTION

By age

29 years old and under
30-50 years old

50 years old and above

By gender

Male

Female

By geographical region
China

Asia-Pacific (excluding China)
By type of employment relations
Employees

Interns

By Level

Senior management

Middle management

General staff

3,353 44.18%
4,193 55.25%
43 0.57%
5,084 66.99%
2,505 33.01%
7,462 98.33%
127 1.67%
7,137 94.04%
452 5.96%
61 0.8%
1,670 22.01%
5,858 77.19%

Working Hours and Holidays

Pursuant to the Labour Law of the People’s Republic

of China, and the Labour Contract Law of the People’s
Republic of China, we developed an attendance system to
manage employees’ working hours and provide employees
with statutory leaves.

Employee Communication

We provide smooth communication channels for our
employees. Employees can submit opinions or suggestions
through online and offline suggestion platforms. The
feedback is timely organised and transferred to the
corresponding department leaders for follow-up.

Health and Safety

Pursuant to the Work Safety Law of the People’s Republic
of China, and the Law of the People’s Republic of China on
Prevention and Control of Occupational Diseases, we highly
value the health and safety of our employees.

We emphasize the importance on fire safety management
in the office area, strengthen fire prevention inspections
in the office area, educate employees on fire safety,

and regularly organise employees to participate in fire
emergency drills in the office building.
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(continued)

We provide supplemental medical insurance for our
employees, organise all the staff to take annual physical
examination every year, and hold health lectures, health
Q & A and other activities from time to time.

Meanwhile, we pay close attention to the mental health
of our employees. Beijing Office Software has launched
the Employee Assistance Programme (EAP) to relieve
staff's emotions by ways of one-to-one and face-to-face
consultancy, psychology hotline, etc.

After the outbreak of novel coronavirus pneumonia,

the Group actively responded to national directive calls

to extend the vacation, real time kept track of the

health status of employees, shared epidemic prevention
knowledge, and arranged all employees to work remotely
from home. We provided protective equipment such as
masks, disinfection supplies and thermometers to ensure
employees’ healthy and safety after employees resumed
work.

Development and Training

The Group has provided staff with reasonable remuneration
packages, established a clear promotion system and
promotion channels, and encouraged management talents,
technology talents and skilled talents to develop their
abilities through multiple channels.

The Group and its subsidiaries have set up diversified
training programmes, provided the staff at different
positions and levels with comprehensive or professional

Training Module Program

training courses and helped them to achieve self-
development. Meanwhile, the Group has formulated the
Management Measures of Kingsoft on External Trainings
to encourage staff to improve their own working abilities
through external training sources.

At the Group level, we have a number of training
programmes, such as the pilot plan and the management
trainee programme, to provide employees with diverse
training content. The Group has started to launch the “King
Plan” for management trainees since 2017, with an aim to
nurture future comprehensive management talents, offer
the professional knowledge trainings in products, operation
and marketing, and provide assistance in the construction
of competencies such as the leadership capacity cultivation.
It usually takes two years for three subsidiaries to jointly
nurture these management trainees who have to complete
the required courses before their successful graduation.

In 2019, the “King Plan” of the Group completed a total
of 25 books-reading, 14 face-to-face courses, 4 online
courses, 12 externally introduced training courses and 8
self-developed courses with a participation rate of 100%
and a rotation satisfaction rate of up to 93%.

Relying on the training resources of the Group, Kingsoft Cloud
has formed a training and learning system with four modules,
namely “Leadership Training”, “On-the-job Training”, “Open
Courses Sharing”, “Induction Training”, and offered a total
of 97 sessions of training courses in 57 terms in 2019. More

than 5,500 attendees participated in training.

Leadership Training

Provide frontline, middle-level and senior management with targeted management

knowledge and management skill practice courses.

On-the-Job Training

Open several position-related knowledge and skills training courses specific to different

aspects of marketing, technologies and professional functions.

Open Courses Sharing Form “Cloud Jianghu" series brand courses, and organise external and internal experts to

share four types of contents

o “Cloud Technology”: Technological exchange and sharing courses
o “Cloud Product”: Business and product analysis courses

o “Cloud Talent”: Occupational skill training courses

o “Cloud Life": Life Topics of Staff Care

Induction Training

Provide targeted program and learning mechanism to different types of employees, and

help new employees understand the company’s development history, product portfolio,
information security requirements, etc.

o For new employees from social recruitment: “Cloud Starting Training Camp”

o For employees of newly graduates from universities: “Lingyun Plan”

o For sales staff and solution staff: marketing staff on-job learning package

o For group management trainee: visiting and job rotation

ZKINGSOFT
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Beijing Office Software has established a pyramid-

type training system for the staff at different levels and
conducted comprehensive training programs from the
CEO office training, the pilot plan for key officers and the

Training Module Program

(continued)

extensive exploration plan for middle-level managers to
the training for frontline managers. In 2019, Beijing Office
Software organised more than 300 trainings of various
kinds, covering all staff.

CEO office training

To help the CEO office broaden vision and seek direction through enterprise interview and

Qinghai Lake cycling outward development activities.

Extensive exploration plan for To enhance the competency of middle management through trainings on coaching

middle-level managers

On-the-job training

Orientation training

leadership, financial management, communication management, operation simulation etc.

To improve employees’ soft and technical skills through general soft skills training and
various technology sharing.

To help new employees understand the Group, perceive culture, and integrate into the

team through trainings dedicated for new joiners from social recruitment and campus

recruitment.

With the help of the Group’s training resources, Seasun
Holdings has established a training system consisting

of four modules: “senior management”, “middle
management competency”, “staff professional skills and
professional ability” and “new employee professionalism”,
so as to build a management team with strategic vision and

Training Module Training Content

strong business ability to function as the core to improve
the comprehensive professional quality of all staff. In 2019,
Seasun Holdings carried out various training activities
covering senior management, middle management and
employees from different departments to improve the
comprehensive ability of the team.

Senior management training

Middle management
capabilities simulation with sand table
Professional skills and
vocational training of
employees

Professional training for new
employees

Strategy seminars, quarterly meetings, exchange visits

Management capabilities, inter-department collaboration, and enterprise operation

Communication and writing, goals and execution, expertise

New employee professionalism, enterprise culture, time management, etc.

Employ Benefits and Activities

We uphold the corporate culture and concept of building
Kingsoft as home, thinking what employees think and
doing what employees need. The Group has formulated
the Rules on Employee Benefits, providing employees with
various benefits, such as festival subsidiaries, wedding
subsidiaries and meal fee allowances. Meanwhile, the
Group has also opened “Kingsoft Dining Hall”, serving
local cuisines to meet dietary habits of employees from

different regions. The Group encourages staff to achieve a
reasonable balance between work and life, and organises
various employee activities to enhance employees’ sense of
identity and belonging.

Physical Activities

The Group established the basketball association, the
football association, the badminton association, the Yoga
association and other clubs, periodically conducts club
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(continued)

activities, and provides venues such as fitness rooms
and dancing rooms, so as to encourage staff to conduct
sporting exercises outside work.

In 2019, through “Travel with Kingsoft Spirit” series
activities, the Group organised employees to participate in

“Travel with Kingsoft Spirit”
series activities - Beijing - Canyon crossing

Entertainment

We actively carry out all kinds of recreational activities to
enrich staff’s spare time. In 2019, Beijing Office Software
launched a TalKing Show keynote speech with rich and
colourful theme and invited staff to share their ideas.
Kingsoft Cloud held a programmer dubbing contest,

The 6" Family Day of Seasun Holdings
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mountaineering, hiking, orienteering and other activities to
convey the Kingsoft spirit. Subsidiaries of the Group also
organised employees to participate in various ball games
and outing events.

Kingsoft Cloud “Cloud Community”
outing in spring

inviting dubbing teachers to guide them to enrich staff’s
spare time. Seasun Holdings initiated the “Family Day”

to hold various parent-child activities, and launched the
Han Chinese Costume Day of Seasun Holdings to brighten
the working atmosphere and promote Chinese traditional
culture.

Han Chinese Costume Day of Seasun Holdings
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Responsible Operation

With its own profound technical strengths, advanced
service model and heartfelt behaviour pattern, the Group
has won recognition from a wide range of customers in
the fields of office software, Internet security and digital
entertainment.

In 2019, Kingsoft Cloud was awarded many honours

such as “Promoter of Cloud Computing”, “Asia Pacific
Award for Excellence in E-Sports”, “Al Innovation Practice
Award”, and “CDN Leadership Award Top 10 Outstanding
Enterprises” of the 2019 Asia Pacific Content Distribution
Conference.

Information Security and Privacy Protection

Strictly adhering to laws and regulations such as the
Cybersecurity Law of the People’s Republic of China,
Provisions on Protecting the Personal Information of
Telecommunications and Internet Users, and the Provisions
on the Technical Measures for the Protection of the Security
of the Internet, the Group attaches great importance to
information security and privacy protection. All subsidiaries
of the Group have privacy policies in place, which are
disclosed and accessible to our users on the website. In
addition, we have a professional information security

team responsible for product information security and also
quality control staff for frequent inspection and random
sampling of products to further protect customer privacy. In
the Code of Conduct for Kingsoft's Employees, we clearly
require staff to protect information security of the Group
and customers privacy. We also provide training courses for
staff on information security and privacy protection.

Kingsoft Cloud

Taking the protection of users’ data security as our own
responsibility, Kingsoft Cloud actively promotes data security
and privacy protection in accordance with the requirements
of domestic laws and regulations and the requirements of
the General Data Protection Regulations (GDPR). At present,
Kingsoft Cloud has established a complete information
security protection system, covering system process,
personnel management, technical means and other links to
provide a full range of data and asset security.

Kingsoft Cloud has issued the White Paper on Kingsoft
Cloud Security and the Privacy Protection Statement on the
website to clarify to our Cloud tenants the way Kingsoft
Cloud collects, uses and stores personal information and
the rights of users while providing cloud-related services.

(continued)

Kingsoft Cloud has formulated relevant information
security policies such as the Kingsoft Cloud Security
Requirements, the Data Security Classification and
Management Specification, Staff Information Security
Handbook and Personal Information Security Incident
Management Regulations to ensure security of data
disclosure, data flow and data use.

Kingsoft Cloud has set up a security committee and

a full-time information security team, and established

a unified reporting mechanism for security risks and

issues. At the same time, Kingsoft Cloud has developed
security risk assessment procedures, conducted security
assessment and penetration testing on the business system
to ensure the security of the system. We have also built
security monitoring and abnormality analysis mechanism

of information system, public opinion monitoring and
threat intelligence mechanism to collect security risks

of information system in a reasonable, compliant and
effective manner, and take corresponding countermeasures.
Kingsoft Cloud also regularly organises information security
awareness training and information security incident
emergency drills to enhance staff’s information security
awareness and data protection skills through training,
promotion, guidance, reward and means.

At the same time, Kingsoft Cloud has been taking a variety
of reasonable and effective technical measures in an effort
to protect users’ information, preventing unauthorised
access, use or modification of their information, data
damage or loss. Kingsoft Cloud uses encryption technology
to ensure the security of users’ information, applies a
trusted protection mechanism to prevent their information
from malicious attacks, and deploys an access control
mechanism so that only authorised personnel can access
their information. When users store data on Kingsoft Cloud
products, Kingsoft Cloud segregates data from each other
and on a customers basis. Without legal authorisation, no
other customers can access to the protected data, Kingsoft
Cloud also has no rights in accessing to view users’ data.

Evaluation of Classified Network Security. According
to the protection standard of classified network security
and relevant regulations, the Service Platform System of
Kingsoft Cloud completed the registration and assessment
on Classified Protection at Level 3 on 1 July 2015. Beijing
E-government Cloud (Kingsoft Cloud) System completed
the registration and assessment on Classified Protection at
Level 3 on 16 March 2016. The Financial Cloud Platform of
Kingsoft Cloud completed the registration and assessment
on Classified Protection at Level 4 on 1 September 2019.
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ISO Audit Certification. Kingsoft Cloud protects data
throughout the whole lifecycle. In 2019, we adopted

ISO 27018 Code of Practice for Protecting Personal

Data, to protect personal data stored in the Cloud. In
addition, Kingsoft Cloud has been certified to 1SO 22301
Business Continuity Management, for business continuity
management activities related to cloud computing and
cloud services. We have also been certified with ISO 27001
Information Security Management, for information security
management activities related to cloud computing and
cloud services.

Cloud Security Certification. Kingsoft Cloud obtained
C-STAR cloud security certification in 2016 and became
the first batch of cloud manufacturers in the world to
obtain CSA STAR Tech cloud computing product security
technology capability certificate (enhanced level) in 2017.
We are also the only cloud manufacturer in the industry
that has obtained both laaS and Paa$S certifications. At
the same time, several businesses of Kingsoft Cloud have
obtained the certificate of Trusted Cloud Services (TRUCS).
In June 2019, Kingsoft Cloud passed the compliance
assessment conducted by atsec China in respect of the
Payment Card Industry Data Security Standard. The Public
Cloud of Kingsoft Cloud was certified with ITSS and
received the Level 1 Cloud Computing Service Capability
Certificate on 6 January 2020.

Network Security Review. In April 2019, the
E-government Cloud Platform of Kingsoft Cloud passed
the network security review conducted by the Office of the
Central Cyberspace Affairs Commission with the enhanced
level of security capability. The review was a third-party
security evaluation conducted by the Office of the Central
Cyberspace Affairs Commission in accordance with the
national standard of Security Capability Requirements of
Cloud Computing Services. It means that the E-government
Cloud Platform of Kingsoft Cloud has been recognised by
the national network security management administration
in terms of security and controllability.

Beijing Office Software

Beijing Office Software has formulated a series of policies
to ensure information security, such as the General Outline
of Information Security Management, the Measures for
the Administration of Information Classification, the
Network Security Management Policy, the System Security
Management Policy, and the Emergency Plan Management
Policy.
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According to the protection standard of classified
network security and relevant regulations, the WPS Cloud
Document, WPS Account System, the PC version of word
search system of Kingsoft iCIBA and the APP system of
word search application system of Kingsoft iCIBA have
completed the registration and assessment on Classified
Protection at Level 3 of the Information Security of the
Ministry of Public Security.

In 2019, Beijing Office Software has set up the

Security Committee, Chief Security Officer and Security
Management Office. Under the coordination of the Security
Management Office, the Department of Product Security,
the Department of Network Security, the Department of
Information Security and the Security Support Team are
responsible for security matters at all levels.

In 2019, Beijing Office Software won the “Active
Contribution to Social Welfare Award” at 2019 Netizen
Network Security Satisfaction Survey Activity by the
Chinese Information Network Security Associations
Alliance, and “2019 Outstanding Contribution Award” for
managing vulnerabilities by China National Vulnerability
Database (CNVD).

Seasun Holdings

For information related to users’ privacy, such as name,
mobile phone number, email address, ID card information,
Seasun Holdings encrypts those information and stores them
in a secured database. The company practices strict approval
processes where operators are not accessible to necessary
personal information of users without authorisation.

For users, Seasun Holdings has a high-risk account
protection mechanism for users’ account, which requires
users to set account password protection locks to ensure
the security of users’ account property and personal
information.

Protection of Intellectual Property Rights

Adhering to the innovation-driven development strategy,
the Group is committed to providing customers with
advanced technology and quality products through
scientific and technological innovation and product
optimisation and upgrade. The Group strictly abides by
the Trademark Law of the People’s Republic of China,
the Patent Law of the People’s Republic of China and
the Copyright Law of the People’s Republic of China.
We formulated the Incentive Policy of Kingsoft for
Technology Innovation, Promotion and Introduction and
Patent Application to encourage invention and creation,
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improve the technological transformation rate, improve

the motivation of the staff for technological innovation

and patent application, promote the application of new
technologies across different departments and technological
exchange to create an atmosphere of mutual progress.

As at 31 December 2019, the number of patents obtained
by the Group reached more than 420. During the reporting
period, the Group obtained a total of more than 60 patents.

Bettering Customer Service

The Group always adheres to the customer-oriented service
concept and is committed to providing the society and our
customers with high quality products and services with
good reputation. We strictly abide by laws and regulations
such as the Law of the People’s Republic of China on the
Protection of Consumer Rights and Interests, constantly
improve product quality control, the capacity of handling
customer complaints, customer satisfaction survey to
protect their legitimate rights and interests.

We are committed to identifying root causes in addressing
risks of customers’ complaints, and exercises an overall
control over the product quality through our professional
quality monitoring and control team by way of daily
service guidance and periodic inspection. Meanwhile,
sticking to the concept of focusing on and befriending
with customers, we proactively and efficiently respond to
complaints and requests from customers. All subsidiaries
have set up and improved the corresponding compliant
management mechanisms in light of their own business
features. For instance, Kingsoft Cloud has formulated the
Measures on Level to Level Management of Customers’
Complaints of Kingsoft Cloud, Beijing Office Software has
implemented the Management System for Complaints
from Users of Kingsoft Software, and Seasun Holdings
has developed the Management Policy for Services of the
Customer Service Centre, so as to improve the service
process, protect the interests and rights of customers and
improve the customer service quality.

All subsidiaries have set up a professional team to respond to
and deal with customers’ complaints. The customer service
staffs sort and record information of customers’ complaints
by natures and types. The dedicated staffs further investigate
and review the complaints to handle or provide responses

to customers with satisfactory solutions. All processes in
customer complains handled are filed, recorded and tracked
in detail with analysis outcome and acceptance by customers.
The Group regularly collects the number of complaints and
the types of problems for summary and analysis.

(continued)

During the reporting period, all subsidiaries have achieved
good performance in terms of customer services with the
customer satisfaction rate over 96%.

Advertising Management

The Group has formulated the Measures for the Approval
and Administration of Public Promotion, which defines the
approval process of publicising promotional manuscripts
to ensure the authenticity, accuracy, verifiability and non-
misleading nature of manuscripts provided for the outside
world. And by doing this, we also ensure that these
materials or advertisements provided for the public comply
with the requirements of the Advertising Law of the
People’s Republic of China and the laws and regulations of
relevant countries and regions.

Game Anti-addiction Management

Online games are the most important business of Seasun
Holdings. In accordance with the laws and regulations
including the Measures of the People’s Republic of
China for the Administration of Internet Information
Services, the Provisions on the Administration of Online
Publishing Services, the Interim Provisions on the
Administration of Internet Culture, the Interim Measures
for the Administration of Online Games and the Notice
on Regulating the Operations of Online Games and
Strengthening Interim and Ex Post Regulation, we actively
implement various measures to ensure compliance
operation. We have obtained the relevant qualification
certificates for operating online games, such as Value-
Added Telecommunications Business Permit, the Online
Publishing Service License and the Permit for Network
Cultural Business Operations.

In order to protect the physical and mental health of online
game users and teenagers, we implement the real-name
system and anti-addiction management system of online
games in line with regulatory requirements in China, and
strengthen the promotion for healthy games and anti-
addictive information through various channels. In 2019,
the General Administration of Press and Publication issued
the Notice of Preventing Minors from Indulging in Online
Games. Strict requirements have been put forward in the
aspects of the real-name registration system for online
game user accounts, controlling the period and duration
of minors playing online games, and standardizing the
provision of paid services to them. Seasun Holdings strictly
abides by the national regulations, adopts real name
registration system, and limits the daily login time and the
amount of in-game recharge of minor users. For PC game
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business, Seasun Holdings implements more stringent anti-
addiction requirements, specifying minors under 18 are not
allowed to access the game.

Optimising Supply Chain Management

While fulfilling our social responsibilities, the Group actively
strengthens the management for suppliers, supports and
encourages suppliers to take the initiative to assume social
responsibilities. In accordance with laws and regulations
such as the Bidding Law of the People’s Republic of

China and the Regulation on the Implementation of the
Bidding Law of the People’s Republic of China, the Group
formulates and implements the Specification on Supply
Chain Purchasing Management and strictly controls the
procurement risk and the quality of suppliers.

In the review process of engaging suppliers, the Group
critically evaluates their performance in environmental
protection, social responsibility and work safety. We

also require suppliers to provide enterprise qualification
documents such as quality system verification, business
license, production license, product certificate, testing
report, give priority to suppliers with environmental
protection qualification certification, and refuse to
cooperate with suppliers with bad records. In the process of
cooperation, the Group helps suppliers improve the quality
of products and services through timely communication
and regular exchange of information with them, provides
relevant training for suppliers if necessary to create value
and achieve mutual benefits. In addition, with reference to
the assessment system, the Group evaluates the suppliers
in terms of product quality, after-sales service, and response
time, with quarterly scoring mechanism and eliminates
unsatisfaction rated suppliers on a regular basis.

During the reporting period, the Group had a total of
1,283 suppliers.

Anti-corruption

The Group is committed to building a fair and transparent
working environment. In accordance with the anti-
corruption, bribery and other requirements of laws and
regulations such as the Anti-Unfair Competition Law of
the People’s Republic of China, we have formulated the
policies and relevant management measures, such as the
Code of Conduct for Kingsoft's Employees, the Regqulations
of Kingsoft on the Management of Whistle Blowing and
Complaints, the Punishments Regulations of Kingsoft

on Negligence and Pretermission for Leaders, and the
Regulations on the Administration of rebates of Kingsoft,
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to specify the requirements for the code of conduct of staff
and firmly prevent corruptions in any form.

In procurement, the Group includes the integrity
management into the scope of inspection of suppliers and
requires suppliers to execute the integrity terms in the
contracts, including the establishment of a sound integrity
system, a whistle blowing hotline, and serious investigation
and punishment of violations of laws and disciplines.

Meanwhile, the Group has provided multiple channels for
whistle blowing, and encouraged entities or individuals to
report any behaviours violating the rules and regulations
of the Group to our internal audit department. Whistle-
blowers may report any illegal behaviours by email,

the reporting system, telephone, face to face, etc. The
Regulations of Kingsoft on the Management of Whistle
Blowing and Complaints has provisions on protection of
whistle-blowers.

Community Investment

Whilst the Group continuous to develop, we do not

forget to give back to the society actively. Over the years,
the Group has continued to invest in poverty alleviation,
disaster relief, education, environmental protection and
other fields. In 2019, the Group donated RMB 970,000 in
total to Zhuhai Poverty Alleviation Foundation, Zhuhai Red
Cross Society, China University of Petroleum Foundation,
Xinjiang Production and Construction Corps Pishan Farm
Middle School, and Ningguo City Charity Association. We
also encourage staff to participate in community public
welfare activities, such as the annual “Public Welfare
Month” held by Beijing Office Software. During the “Public
Welfare Month” in 2019, 276 staff participated in all kinds
of public welfare activities.

Public Welfare Assistance

The Group cooperates with the community we operate in
to fulfil social responsibility, actively helping the community
to meet its needs.

In 2019, in response to the call from the Qinghe Sub-
district in Beijing, the community we operate in, the Group
participated in the designated poverty alleviation work,
and encouraged staff to participate in the blood donation
activity organised by the Sub-district. Beijing Office
Software organised staff to donate clothes for poor school
students and families in Qinghai Province, raising a total of
946 pieces of clothing.
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Kingsoft Cloud concerns about the vulnerable groups of
the disabled. Since 2016, Kingsoft Cloud has cooperated
with the Lizhi Rehabilitation School of Fengtai, Beijing

to organise staff to participate in rainbow “painting”
activities. In 2019, Kingsoft Cloud organised staff to

(continued)

accompany mentally handicapped young people to hike
and play games, calling on the society to pay attention to
the disabled group.

Environmental Protection

In the face of increasingly serious environmental issues,
the Group is deeply aware of our responsibility in
environmental protection and actively carries out various
environmental protection activities.

In 2019, Kingsoft held public welfare activities for
environmental protection, organising staff to hiking in
natural area and protect nature. Beijing Office Software
organised staff in Zhuhai and their families to participate in
community-organised activities to clean up marine garbage,
with a total of 85 kilograms of marine garbage being
cleaned up.

Environmental Protection Activity

In the face of the increasingly serious situation of marine
pollution, Seasun Holdings introduces games relating to
marine protection information. In 2019, Seasun Holdings
set up a series of tasks such as “Attachment to White
Dolphin” in JX Online 3, allowing users to participate

in marine public welfare activities while doing tasks

in the game, such as picking up marine garbage and
protecting marine life. A total of 339,000 players actively
participated in this public welfare activity in the game.

On the World Water Day on 22 March 2019, Seasun
Holdings, through JX Online 3, joining hands with Better
Blue, a professional marine environmental protection
public welfare organisation, Rendu Ocean and the Chinese
White Dolphin National Nature Reserve Administration in
Guangdong Pearl River Estuary, launched the public welfare
campaign of “Blue Ocean Guardian”, and at the same time

Cleaning up Marine Garbage

lit up three environmental protection sites in Zhuhai and
Shanghai to publicise the knowledge of marine protection
to the public.

Combating the Coronavirus

After the outbreak of the coronavirus, the Group
responded actively and contributed to the battle against
the epidemic. The Group donated more than RMB 2 million
to those front lines fighting the epidemic in Wuhan, and
immediately purchased and donated medical supplies to
Wuhan City, Dawu Charitable Foundation of Xiaogan City
and Ezhou Central People’s Hospital.

Kingsoft Cloud quickly launched an Emergency Supplies
Management System after the outbreak. This system is
a set of cloud system independently developed by the
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Government and Enterprise Technology Product Centre

of Kingsoft Cloud in response to COVID-19, targeting
government departments at all levels or emergency
headquarters of relevant units. It provides a series of
information aggregating functions such as storage,
demand and distribution, message reminders of emergency
supplies, to successfully resolve different practical problems
in accurately compiling aggregated demand for emergency
materials for prompt decision making and allocation
approvals.

At the same time, in order to help medium-sized, small and
micro enterprises overcome supplies operational difficulties,
Kingsoft Cloud provides free “Recovery Emergency
Package of Cloud Resource Worth RMB 10 Million”,
including 10,000-core cloud host computing power, a
variety of high-performance cloud databases, high-quality
network performance and massive cloud storage services.
Kingsoft Cloud leverages its advantages to help more
enterprises resume operations online, improve efficiency,
and achieve healthy development. In order to ensure
efficient telecommuting of medium-sized, small and micro
enterprises, Beijing Office Software offered free upgrade of
collaborative version of WPS+ cloud office for enterprises to
help more enterprises smoothly cruise through this difficult
period.
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The Board of the Company submits its report together with
the audited financial statements of the Group for the year
ended 31 December 2019.

Principal Business

The Group is principally involved in the following principal
activities:

o research and development of games, and provision
of online games, mobile games and casual game
services;

o provision of cloud storage and cloud computation
services; and

o design, research and development and sales and
marketing of the office software products and
services of WPS Office.

Results and Appropriations

The results of the Group for the year ended 31 December
2019 are set out in the consolidated income statement of
comprehensive income of this annual report.

The state of affairs of the Group as at 31 December 2019
is set out in the consolidated statement of financial position
of this annual report.

The consolidated statement of cash flows of the Group for
the year ended 31 December 2019 is set out in this annual
report.

The Directors recommend the payment of a final dividend
of HK$0.10 per ordinary share (2018: nil) totalling
approximately HK$136.6 million (2018: nil), which excluded
the dividend related to the shares held under the Share
Award Scheme, based on issued shares capital as at

31 December 2019 to shareholders whose names appear
on the register of members of the Company on Monday,
8 June 2020. Such proposed dividends will be subject to
approval of the shareholders at the forthcoming annual
general meeting (“AGM") to be held on Wednesday,

27 May 2020. Such proposed dividends will be payable
on Friday, 3 July 2020. This recommendation has been
incorporated in note 13 to the financial statements.

DIRECTORS' REPORT

For the year ended 31 December 2019, the Company is not
aware of any arrangement under which a shareholder has
waived or agreed to waive any dividends.

Closure of Register of Members

The register of members of the Company will be closed
from Friday, 22 May 2020 to Wednesday, 27 May 2020,
and Thursday, 4 June 2020 to Monday, 8 June 2020,

both dates inclusive, during which period no transfer of
shares will be registered. In order to qualify for the right
to attend and vote at the forthcoming AGM and the
proposed final dividend, all transfers of shares accompanied
by the relevant share certificates must be lodged with the
Company’s branch share registrar, Computershare Hong
Kong Investor Services Limited at Shops 1712-1716,

17th Floor, Hopewell Centre, 183 Queen’s Road East, Wan
Chai, Hong Kong for registration not later than 4:30 p.m.
on Thursday, 21 May 2020 and Wednesday, 3 June 2020,
respectively.

Reserves

For the year ended 31 December 2019, the loss
attributable to owners of the parent company amounted
to RMB1,546.4 million. The Company’s reserves available
for distribution comprise share premium and retained
earnings. Under the Companies Law of the Cayman Islands,
the Company’s share premium account may be applied

by the Company in paying distributions or dividend to
shareholders of the Company provided that immediately
following the date on which the distribution or dividend is
proposed to be paid, the Company shall be able to pay its
debts as they fall due in the ordinary course of business.

As at 31 December 2019, the Company had distributable
reserves amounting to RMB3,637.3 million, calculated

in accordance with any statutory provisions applicable

in the Cayman Islands. Details of movements in the
reserves of the Group and the Company during the year
ended 31 December 2019 are set out in the consolidated
statement of changes in equity of this annual report, and
in note 49 to the financial statements, respectively.
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Donations

During the year, the Group made charitable and other
donations totalling RMB1.0 million (2018: RMBO0.4 million).

Pension Schemes

We participate in government and other mandatory
pension schemes for our employees in Mainland China
and overseas. Particulars of these schemes are set out in
note 2.4 to the financial statements.

Employee and Remuneration Policy

As at 31 December 2019, the Group employed
approximately 7,137 full-time employees (2018: 6,185)
inclusive of all its staff in Mainland China and overseas
offices, most of whom are based at the Company’s offices
in Beijing and Zhuhai.

Employees are regarded as the most important and
valuable assets of the Group. The objective of the Group’s
human resource management is to reward and recognise
performing staff by providing a competitive remuneration
package and implementing a sound performance appraisal
system with appropriate incentives, and to promote career
development and progression by appropriate training

and providing opportunities within the Group for career
advancement.

The remuneration policy and package of the Group’s
employees are periodically reviewed. The principle of

the Group’s remuneration policy is fairness, motivating,
performance-oriented and market-competitive. Apart from
salaries, medical insurance, discretionary bonuses and state
managed retirement benefit scheme, the Group has also
adopted share option schemes and share award schemes
for its employees, providing incentives and rewards to
eligible participants with reference to their contributions.

The staff costs of the Group including Directors’ and
senior management’s emoluments in 2019 and 2018
were approximately RMB2,720.5 million and RMB2,183.7
million, respectively.

Please refer to note 37 to the financial statements for
the share options and awarded shares granted to certain
Directors and employees of the Group, note 10 to the
financial statements for Directors’ and senior executives’
remuneration, and note 7 to the financial statements for
the employee benefit expenses.
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Subsidiaries

Details of the Company’s principal subsidiaries as at
31 December 2019 are set out in note 1 to the financial
statements.

Material Investments and Acquisitions

Details of the material investments and acquisitions
incurred during 2019 are set out in note 20, 21, 22 and 23
to the financial statement.

Spin-off and Separate Listing of Beijing
Office Software

Discloseable transaction in relation to deemed
disposal of interest in Beijing Office Software

On 18 November 2019, the Company announced that
the proposed spin-off and separate listing of Beijing
Office Software, a non-wholly owned subsidiary of the
Company, on the SSE STAR Market has been completed
and the listing of ordinary shares of Beijing Office
Software commenced. Beijing Office Software issued a
total of 101,000,000 shares and the equity interest of
the Company in Beijing Office Software decreased from
approximately 67.50% to 52.71% upon completion

of the spin-off and separate listing of Beijing Office
Software. Therefore, it constituted a deemed disposal of
the Company under Chapter 14 of the Listing Rules. As
the highest applicable percentage ratio in respect of the
spin-off and separate listing of Beijing Office Software
is more than 5% but less than 25%, the spin-off and
separate listing of Beijing Office Software constituted a
discloseable transaction of the Company and is subject
to the announcement and reporting requirements, but
exempt from shareholders’ approval under Chapter

14 of the Listing Rules. For more details, please refer

to announcements of the Company dated 23 April
2019, 29 April 2019, 30 May 2019, 24 October 2019,
5 November 2019 and 18 November 2019, and note 38 to
the financial statement.



Future Plans for Material Investments or
Capital Assets

As an investment holding company, the Company will
identify and evaluate business opportunities coming

along from time to time. The Company intends to explore
more strategic investment opportunities in information
technology companies in the similar line of business of the
Company to create synergy effects. The potential strategic
investments will enable to Company to expand its user base
and geographic coverage and add complementary offerings
and technologies to further strengthen its ecosystem.

DIRECTORS' REPORT (continued)

Save as those disclosed in note 42 to the financial
statements, there was no specific plan for material
investments and acquisitions of material capital assets as
at 31 December 2019.

Financial Summary

A summary of the published results, assets, and liabilities of
the Group for the last five financial years as extracted from
the consolidated financial statements for the year ended

31 December 2015, 2016, 2017, 2018 and 2019, is set out
as below. The summary does not form part of the audited
financial statements.

YEAR ENDED 31 DECEMBER RMB’'000

2015 2016 2017 2018 2019
! ! ' _______________________' ___________________'_____________|
Profit/(loss) for the year 341,704 (292,275) 3,296,629 (165,242) (2,082,699)

AS AT 31 DECEMBER

2015 2016 2017 2018 2019
! ! ' _______________________' ___________________'_____________|

Total assets 15,484,877 17,578,952 17,762,390 20,049,812 24,401,623

Total liabilities 5,573,522 7,577,228 5,209,419 7,128,213 8,792,242

Contract of Significance

Save as disclosed in this annual report, none of Directors
was materially interested, directly or indirectly, in any
contracts of significance to the Group subsisting during or
at the end of the year 2019.

Bank Borrowings

Particulars of bank loans as at 31 December 2019 are set
out in note 31 to the financial statements.

Property, Plant and Equipment

Details of the movements in the property, plant and
equipment of the Group and the Company for the year
ended 31 December 2019 are set out in note 15 to the
financial statements. No assets of the Group are charged
during the year ended 31 December 2019.

Principal Properties

During the year, the Group has not held any properties for
development and/or sale or for investment purposes of
which the percentage ratios exceeds 5%.

Management Contract

No contracts concerning the management and
administration of the whole or any substantial part of the
business of the Group were entered into or existed during
the year ended 31 December 2019.

Key Relationships with Employees,
Customers and Suppliers

Details of the key relationships between the Company and
its employees, customers and suppliers are set out in the
paragraph headed “Employee and Remuneration Policy”
and “Major Customers and Suppliers” in this annual
report.
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Share Capital

Details of the movements in share capital of the Company
for the year ended 31 December 2019 are set out in
note 36 to the financial statements.

Share Option Schemes

2011 Share Option Scheme: On 9 December 2011, the
Company adopted the 2011 Share Option Scheme for

the purpose of providing incentives and rewards to eligible
participants.

Kingsoft Cloud Share Option Scheme: On 27 February

Option Scheme. On 27 June 2013, 20 May 2015 and
26 December 2016, the Kingsoft Cloud Share Option
Scheme was amended and refreshed.

Seasun Holdings Share Option Scheme: On 27 June
2013, the shareholders of the Company and Seasun
Holdings, approved and adopted the Seasun Holdings
Share Option Scheme. On 26 December 2016 and 24 May
2017, the Seasun Holdings Share Option Scheme was
amended and refreshed.

Details of the movements in share options of the Group for
the year ended 31 December 2019 are set out in note 37
to the financial statements.

2013, the shareholders of the Company and Kingsoft
Cloud, approved and adopted the Kingsoft Cloud Share

Summary of the Share Option Schemes

Detail

2011 Share Option Scheme

Kingsoft Cloud Share Option Scheme

Seasun Holdings Share Option Scheme

1 Purposes

2 Qualified participants

3 Maximum number of
shares

4 Maximum entitlement of
each participant

5 Option period

6 Acceptance of offer
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To provide incentives or rewards to participants thereunder for their
contribution to the Group and/or to enable the Group to recruit and
retain high-calibre employees and attract human resources that are

valuable to the Group and any entity in which the Group holds any

equity interest.

Any executive director (exclusive of any independent non-executive
director) and other employees of the Group. Employee (whether full
time or part time), directors (including executive or non-executive or
independent non-executive) of the Company, its subsidiaries or any
entities which the Group holds any equity interest.

The maximum number of shares which may be issued upon exercise
of all share options to be granted under the 2011 Share Option
Scheme and other share option schemes of the Company shall not
in aggregate exceed 10% of the total number of shares in issue on
9 December 2011. The total number of shares available for issue
under the 2011 Share Option Scheme are 106,264,893, representing
approximately 7.74% of the issued shares of the Company as at the
date of this annual report.

The maximum number of shares issuable under share options to
each eligible participant in the 2011 Share Option Scheme within any
12-month period is limited to 1% of the shares of the Company in
issue at any time. Any further grant of share options in excess of this
limit is subject to shareholders” approval in a general meeting. Any
share options granted to a substantial shareholder or an independent
non-executive director of the Company, or to any of their respective
associates, in excess of 0.1% of the shares of the Company in issue
at any time or with an aggregate value (based on the price of the
Company’s shares at the date of grant) in excess of HK$5 million,
within any 12-month period, are subject to shareholders" approval in
advance in a general meeting.

The period set out in the relevant offer letter to each grantee, save
that such period shall not be more than ten years from the offer date
subject to the provisions for early termination set out in the scheme
and that the board may at its discretion determine the minimum
period for which the option has to be held before the exercise of the
subscription right attaching thereto.

The offer of grant of share options must be accepted within a period
of 28 days from the date of offer, upon payment of a consideration of
HK$1.00 on acceptance of each grant of share options.

To provide incentives or rewards to participants thereunder for their
contribution to the Kingsoft Cloud Group and/or to enable the
Kingsoft Cloud Group to recruit and retain high-calibre employees and
attract human resources that are valuable to the Kingsoft Cloud Group
and any invested entity.

Any employee(s) (whether full time or part time employee(s)) of
Kingsoft Cloud, its subsidiaries or any invested entities

The maximum number of options available for exercise is 209,750,000
of which 123,250,000 options were granted prior to 20 May, 2015
and 86,500,000 options may be granted after 20 May 2015.

Where any further grant of options to a participant would result in the
total number of shares issued and to be issued upon exercise of all the
options granted and to be granted to such person in the 12-month
period up to and inclucing the date of such further grant representing in
aggregate over 1% of the total number of shares in issue, such further
grant must be separately approved by the shareholders of the Company
and Kingsoft Cloud in general meetings. Where any grant of options

t0 a substantial shareholder or an independent non-executive director
of the Company, or any of their respective associates, would result in
the shares issued and to be issued upon exercise of all options already
granted and to be granted to such person in the 12-month period up to
and including the date of such grant: (a) representing in aggregate over
0.1% of the relevant class of shares in issue; and (b) (where the shares
are listed on the Stock Exchange,) having an aggregate value, based on
the closing price of the shares at the date of each grant, in excess of
HK$5 million, such further grant of options must be approved by the
shareholders of the Company and Kingsoft Cloud

Such period as the board of Kingsoft Cloud may in its absolute
discretion determine and notify to each grantee, save that such period
shall not be more than ten years from the offer date subject to the
provisions for early termination set out in the scheme.

As the board of Kingsoft Cloud may determine.

To provide incentives or rewards to participants thereunder for their
contribution to Westhouse Group and/or to enable the Westhouse Group
to recruit and retain high-calibre employees and attract human resources
that are valuable to the Westhouse Group and any invested entity.

Employee(s) (whether full time or part time employees)) of Seasun
Holdings, its subsidiaries or any invested entities.

The total number of shares which may be issued upon exercise of all
options to be granted shall not in aggregate exceed 40,000,000 ordinary
shares of Seasun Holdings unless otherwise approved by the shareholders
of the Company and Seasun Holdings in general meeting.

The total number of shares issued and to be issued upon exercise of

the options granted to each participant (including both exercised and
outstanding options) in any 12-month period must not exceed 1% of

the total number of shares in issue, unless separately approved by the
shareholders of the Company and Seasun Holdings in general meeting
with such participant and his associates abstaining from voting. Where
any grant of options to a substantial shareholder or an independent non-
executive director of the Company, or any of their respective associates,
would result in the shares issued and to be issued upon exercise of all
options already granted and to be granted to such person in the 12-month
period up to and including the date of such grant: (a) representing in
aggregate over 0.1% of the relevant class of shares in issue; and (b) (where
the shares are listed on the Stock Exchange,) having an aggregate value,
based on the closing price of the shares at the date of each grant, in excess
of HK$5 million, such further grant of options must be approved by the
shareholders of the Company and Seasun Holdings:

Such period as the board of Seasun Holdings may in its absolute discretion
determine and notify to each grantee, save that such period shall not be
more than ten years from the offer date subject to the provisions for early
termination set out in the scheme.

An offer of grant of an option may be accepted by a participant within a
period of 28 days from the offer date provided that no offer shall be open
for acceptance after the expiry of the scheme or after the scheme has been
terminated.



Detail

7 Subscription price

8 Remaining life of the
Scheme

2011 Share Option Scheme

The exercise price shall be determined by the board, and shall not be less
than the highest of (i) the Stock Exchange closing price of the Company's
shares on the date of offer of the share options; (i) the average Stock
Exchange closing price of the Company’s shares for the five trading days
immediately preceding the date of offer; and (i) the nominal value of a
share

It will expire on the tenth anniversary of the date on which the scheme
is deemed to take effect.

2011 Share Option Scheme
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Kingsoft Cloud Share Option Scheme

Seasun Holdings Share Option Scheme

The subscription price shall be such price as determined by the board ~ The subscription price shall be such price as determined by the board of

of Kingsoft Cloud but in any case the subscription price of options Seasun Holdings but in any case the subscription price of options granted
granted after Kingsoft Cloud or the Company has resolved to seek after Seasun Holdings or the Company has resolved to seek a separate

a separate initial public offering and up to date of Kingsoft Cloud's initial public offering and up to date of Seasun Holdings" initial public
initial public offering must not be lower than the new issue price (if offering must not be lower than the new issue price (if any) in the Seasun
any) in the Kingsoft Cloud's initial public offering. In particular, any Holdings" initial public offering. In particular, any options granted during
options granted during the period commencing six months before the  the period commencing six months before the lodgment of Form A1 (or
lodgment of Form AT (or its equivalent) up to the date of Kingsoft its equivalent) up to the date of Seasun Holdings' initial public offering
Cloudss initial public offering are subject to this requirement, The are subject to this requirement. The subscription price of options granted
subscription price of options granted during such period shall be during such period shall be subject to adjustment to a price not lower than

subject to adjustment to a price not lower than the new issue price in ~ the new issue price in Seasun Holdings" initial public offering.
Kingsoft Clouds initial public offering.

[t will expire on the tenth anniversary of the date on which the scheme It will expire on the tenth anniversary of the date on which the scheme is

is deemed to take effect.

deemed to take effect.

The following share options were outstanding under the 2011 Share Option Scheme as of 31 December 2019:

NUMBER OF SHARE OPTIONS

EXERCISE

PRICE OF

DATE OF SHARE

NAME OR GRANTED EXERCISED CANCELLED AT GRANT OF OPTIONS

CATEGORY OF AT DURING DURING DURING 31 DEC SHARE HKS$ PER

PARTICIPANT 1 JAN 2019 THE PERIOD THE PERIOD THE PERIOD 2019 OPTIONS SHARE
Executive Directors

Tao ZOU 4,000,000 — — — 4,000,000 21 April 2017 20.25

Yuk Keung NG 600,000 — — — 600,000 23 November 2017 22.75

4,600,000 — — — 4,600,000
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Share Award Scheme

The Share Award Scheme was adopted by the Board on 31
March 2008. As approved by the Board from time to time,
the term of the Share Award Scheme has been extended to
30 March 2022.

The purpose of the Share Award Scheme is to recognise
the contributions by certain employees (including without
limitation to employees who are also directors) of the
Group and to give incentives thereto in order to retain
them for the continual operation and development of
the Group and to attract suitable personnel for further
development of the Group.

Pursuant to the terms of the Share Award Scheme, the
Board may, from time to time, at its absolute discretion
and subject to such terms and conditions as it may think
fit (including the basis of eligibility of each employee
determined by the Board from time to time) select an
employee for participation in the Share Award Scheme and
determine the number of shares to be awarded. The Board
shall not grant any award of shares which would result in
the total number of shares which are the subject of awards
granted by the Board under the Share Award Scheme (but
not counting any which have lapsed or have been forfeited)
representing in aggregate over 10% of the issued shares of
the Company as at the date of such grant.

More details regarding the Share Award Scheme are set out
in note 37 to the financial statements.

Kingsoft Cloud Share Award Scheme

On 22 February 2013, the directors of Kingsoft Cloud
approved and adopted the Kingsoft Cloud Share Award
Scheme, for the purpose of providing incentives and
rewards to eligible participants, in which selected
employees of Kingsoft Cloud Group are entitled to
participate. Unless early terminated by the directors of
Kingsoft Cloud, the Kingsoft Cloud Share Award Scheme
shall be valid and effective for a term of ten years
commencing on 22 February 2013. The Kingsoft Cloud
Share Award Scheme was amended by the board and
shareholders of Kingsoft Cloud on 9 January 2015 to
refresh the limit of the scheme. Pursuant to the amended
Kingsoft Cloud Share Award Scheme, the directors of
Kingsoft Cloud will not grant any award of shares which
would result in the total number of awarded shares granted
under the Kingsoft Cloud Share Award Scheme (but not
counting any which have lapsed or have been forfeited)
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being greater than 50,000,000 shares, as at the date of
such grant. The Kingsoft Cloud Share Award Scheme

was amended by the board and shareholders of Kingsoft
Cloud on 3 March 2016 to refresh the limit of the scheme.
Pursuant to the amended Kingsoft Cloud Share Award
Scheme, the directors of Kingsoft Cloud will not grant any
award of shares which would result in the total number of
awarded shares granted under the Kingsoft Cloud Share
Award Scheme (but not counting any which have lapsed
or have been forfeited) being greater than 68,364,500
shares, as at the date of such grant. The Kingsoft Cloud
Share Award Scheme was amended by the board and
shareholders of Kingsoft Cloud on 8 June 2016 to refresh
the limit of the scheme. Pursuant to the amended Kingsoft
Cloud Share Award Scheme, the directors of Kingsoft
Cloud will not grant any award of shares which would
result in the total number of awarded shares granted
under the Kingsoft Cloud Share Award Scheme (but not
counting any which have lapsed or have been forfeited)
being greater than 69,925,476 shares, as at the date of
such grant. The Kingsoft Cloud Share Award Scheme was
amended by the board and shareholders of Kingsoft Cloud
on 6 November 2019 to refresh the limit of the scheme.
Pursuant to the amended Kingsoft Cloud Share Award
Scheme, the directors of Kingsoft Cloud will not grant any
award of shares which would result in the total number of
awarded shares granted under the Kingsoft Cloud Share
Award Scheme (but not counting any which have lapsed
or have been forfeited) being greater than 215,376,304
shares, as at the date of such grant.

More details regarding the Kingsoft Cloud Share Award
Scheme are set out in note 37 to the financial statements.

Seasun Holdings Share Award Schemes

On 21 March 2017, the shareholders and directors of
Seasun Holdings approved and adopted the General Share
Award Scheme, the Special Share Award Scheme (A) and
the Special Share Award Scheme (B) in which selected
employees of Seasun Holdings and its subsidiaries are
entitled to participate. Unless early terminated by the
directors of Seasun Holdings, the Seasun Holdings Share
Award Schemes are valid and effective for a term of ten
years commencing from 21 March 2017. The directors of
Seasun Holdings are authorised to issue up to 50,832,211
shares, among which the total number of shares pursuant
to the Special Share Award Scheme (A) shall be no greater
than 3,138,889 and the total number of shares pursuant
to the General Share Award Scheme and the Special Share
Award Scheme (B) shall be no greater than 47,693,322, as
at the date of such grant.
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More details regarding the Seasun Holdings Share Award Schemes are set out in note 37 to the financial statements.

Directors

The Directors of the Company up to the date of this report comprised 8 Directors, of which 2 were executive Directors,
3 were non-executive Directors and 3 were independent non-executive Directors, whose names are as follows:

APPOINTMENT

DATE

RE-DESIGNATION
DATE

RESIGNATION
DATE

EXECUTIVE DIRECTORS

Mr. Tao ZOU (55%) 25 August 2009 N/A N/A

Mr. Yuk Keung NG (R B358) 1 March 2013 N/A N/A
NON-EXECUTIVE DIRECTORS

Mr. Jun LEI (FE) 27 July 1998 N/A 28 August 2008

Mr. Pak Kwan KAU (K1BE) 27 July 1998 N/A 24 October 2011
Mr. Chi Ping LAU (2% F) 28 July 2011 N/A N/A
INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Shun Tak WONG (F 327%) 15 July 2014 N/A N/A

Mr. David Yuen Kwan TANG (5§7T2) 6 May 2013 N/A N/A

Ms. Wenjie WU (E302) 1 March 2013 N/A N/A

In accordance with Article 108 of the Articles of
Association, Mr. Jun LEl, Mr. Pak Kwan KAU and Ms. Wenjie
WU will retire at the forthcoming AGM of the Company
and, being eligible, will offer themselves for re-election.

The Company has received from each independent non-
executive Director an annual confirmation of his/her
independence pursuant to rule 3.13 of the Listing Rules and
we consider them to be independent.

Directors’ and Senior Management’s Biographies

Biographical details of the Directors of the Company
and the senior management of the Group are set out on
pages 12 to 15 of this annual report.

Directors’ Service Contracts

Each of the executive Directors has entered into a service
agreement with the Company. Each agreement is for a
period of three years and shall continue thereafter until
being terminated by either party giving not less than three
months’ prior written notice.

The emoluments of the Directors of the Company are
determined by the Remuneration Committee after

considering the Company’s operating results, market
rate and individual performance. No Director is allowed
to take part in deciding his own remuneration. Details
of the remuneration policy for the Directors and senior
management of the Group are set out in Corporate
Governance Report under the heading of “Remuneration
Committee”.

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

Interests of the Directors in Contracts

Save as disclosed in the section of “Related Party
Transactions and Connected Transactions” in Directors’
Report, no Directors had any direct or indirect material
interests in any contracts of significance to the business of
the Group to which the Company or any of its subsidiaries
was a party at the end of the year or at any time during the
year ended 31 December 2019.
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Directors’ and Chief Executive’s Interests in
Securities

As at 31 December 2019, the interests and short positions
of the Directors and the chief executive of the Company
in the shares, underlying shares or debentures of the
Company or any of its associated corporations (within the
meaning of Part XV of the SFO) which (a) were required
to be notified to the Company and the Stock Exchange

Interests in the ordinary shares of the Company

No. of shares

pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which they were
taken or deemed to have under such provisions of the
SFO); or (b) were required, pursuant to section 352 of the
SFO, to be recorded in the register required to be kept

by the Company; or (c) were required, pursuant to the
Model Code, to be notified to the Company and the Stock
Exchange were as follows:

% of the total
number of issued Nature of Shares

Name of Director Capacity interested shares (Note 1) held
! ' ' _______________________________' ___________________|

Jun LEI Interest of controlled 210,116,248 15.31 Long position
corporation

Other 142,710,003 10.40 Long position

Total 352,826,251 (Note 2) 25.70 (Note 4) Long position

Pak Kwan KAU Interest of controlled 108,028,566 (Note 3) 7.87 Long position
corporation

Tao ZOU Beneficial owner 7,409,307 0.54 Long position

Yuk Keung NG Beneficial owner 2,775,000 0.20 Long position

48

Notes: 3. These shares are held by Topclick Holdings Limited, a British
Virgin Islands company wholly owned by Mr. Pak Kwan KAU.
1. % of the total number of issued shares was calculated on basis In addition, Mr. Jun LEl is also deemed to be interested in

of the total number of issued shares of the Company as at 31
December 2019, which was 1,372,728,717.

2. Among these 352,826,251 shares, (i) 174,818,191 shares are
held by Color Link Management Limited, a British Virgin Islands
company owned as to 100% by Mr. Jun LEl; (ii) 35,298,057
shares are held by a wholly-owned subsidiary of Xiaomi, a
company controlled by Mr. Jun LEI under the SFO; and (iii)
142,710,003 shares are deemed to be interested by Mr. Jun
LEI under the SFO because under a voting consent agreement
entered into by Mr. Jun LEI, Mr. Pak Kwan KAU and Mr. Shuen
Lung CHEUNG, Mr. Pak Kwan KAU and Mr. Shuen Lung
CHEUNG would vote in the same way as Mr. Jun LEI votes with
these shares.
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these shares under the SFO because under a voting consent
agreement entered into by Mr. Jun LEI, Mr. Pak Kwan KAU and
Mr. Shuen Lung CHEUNG, Mr. Pak Kwan KAU would vote in the
same way as Mr. Jun LEI with these shares.

4. Any discrepancies in the table between total and sum of
amounts listed therein are due to rounding.
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Interests in shares and underlying shares of associated corporations of the Company
Seasun Holdings (Note 1)

% of issued share

No. of shares capital in class Nature of Shares
Name of Director Capacity interested (Note 2) interested
e
Tao ZOU Beneficial owner 18,123,462 1.97 Long position
Notes: 2. % of issued share capital in class was calculated on basis of the

issued ordinary shares of Seasun Holdings as at 31 December
1. Seasun Holdings is a non-wholly owned subsidiary of the 2019, which was 918,149,438.
Company.

Cheetah Mobile (Note 1)

% of issued share

No. of shares capital in class  Nature of Shares
Name of Director Capacity interested (Note 2) interested
' _______________________________'______________________________'_________|]
Jun LEI (Note 3) Interest of controlled 17,660,294 4.06 Long position

corporation

David Yuen Kwan TANG Beneficial owner 140,000 0.03 Long position
Yuk Keung NG Beneficial owner 1,200 0.00 Long position
Notes: Save as disclosed above, none of the Directors or chief

1. The Company held 48.43% ownership interest and 26.41% executive and their associates, had interests or short

voting power of Cheetah Mobile as at 31 December 2019, which  POSsitions in any shares, underlying shares or debentures
is listed on the NYSE. of the Company and its associated corporations as at

2. % of the total number of issued shares in class was calculated 31 December 2019.

on basis of the issued Class A Cheetah Shares as at 31 December
2019, which was 435,084,177.

3. Among the 17,660,294 shares, (i) 3,374,580 shares are held by
Go Corporate Limited, a British Virgin Islands company owned as
to 100% voting power by Mr. Jun LEl; and (ii) 14,285,714 shares
are held by Xiaomi, a company owned as to 30% voting power
by Mr. Jun LEI under the SFO.
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fall to be disclosed to the Company under the provision
of Divisions 2 and 3 of Part XV of the SFO as recorded in
the register required to be kept by the Company under
section 336 of the SFO, or who was, directly or indirectly,
interested in 5% or more of the issued capital of the
Company:

Substantial Shareholders

As at 31 December 2019, as far as the Directors are
aware of, the following, other than the Directors and
chief executive of the Company, had an interest in the
shares or underlying shares in the Company which would

Interest in the shares and underlying shares of the Company

Name of % of issued
substantial Number of share capital Nature of
shareholder Capacity shares interested (Note 1) Shares held

Color Link Management  Beneficial owner 174,818,191 12.74 Long position
Limited (Note 2)
Topclick Holdings Limited Beneficial owner 108,028,566 7.87 Long position
(Note 3)
Tencent Holdings Limited Interest of controlled 106,784,515 7.78 Long position
(Note 4) corporation
Citigroup Inc. Interest of controlled 37,479,043 2.73 Long position
corporation
Approved lending agent 43,741,248 3.19 Long position
Interest of controlled 36,762,332 2.68 Short position
corporation
Approved lending agent 43,741,248 3.19 Lending pool
UBS Group AG Interest of controlled 51,363,339 3.74 Long position
corporation
Person having a security 20,128,284 1.47 Long position
interest in shares
Interest of controlled 15,715,779 1.14 Short position
corporation
Notes: these shares under the SFO because under a voting consent

agreement entered into by Mr. Jun LEI, Mr. Pak Kwan KAU and
Mr. Shuen Lung CHEUNG, Mr. Pak Kwan KAU would vote in the
same way as Mr. Jun LEI with these shares.

1. % of the total number of issued shares was calculated on basis
of the total number of issued shares of the Company as at 31
December 2019, which was 1,372,728,717.

4. These shares are held by TCH Saffron Limited, a wholly-owned

2. Mr. Jun LEl is deemed to be interested in Color Link subsidiary of Tencent Holdings Limited. As such, Tencent
Management Limited’s interest in the Company pursuant to Holdings Limited, MIH TC Holdings Limited and Naspers Limited,
Part XV of the SFO because Color Link Management Limited is its beneficial owners, are deemed to be interested in TCH
wholly owned by Mr. Jun LEI. Saffron Limited’s interests in the Company pursuant to Part XV
of the SFO.
3. These shares are held by Topclick Holdings Limited, a British

Virgin Islands company wholly owned by Mr. Pak Kwan KAU.
In addition, Mr. Jun LEl is also deemed to be interested in
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Save as disclosed above, the Directors are not aware of any
other person who has beneficial interests or short positions
in any of the shares or underlying shares which would be
required to be disclosed to the Company and the Stock
Exchange under the provisions of Division 2 and 3 of Part
XV of the SFO or, directly or indirectly, be interested in 5%
or more of the nominal value of the Shares carrying the
right to vote in all circumstances at general meetings of
the Company.

Public Float

As at the date of this report, the Company has maintained
the prescribed public float of at least 25% under the
Listing Rules, based on the information that is publicly
available to the Company and within the knowledge of the
Directors.

Purchase, Sale or Redemption of the
Company’s Listed Securities

For the year ended 31 December 2019, neither the
Company nor any of its subsidiaries has repurchased, sold
or redeemed any of the Company’s listed securities.

Conversion of Convertible Bonds and
Adjustment to the Conversion Price

The Company completed the issue of the 2014 Convertible
Bonds in the principal amount of HK$2,327,000,000 on
11 April 2014. Unless previously redeemed, converted or
purchased and cancelled, the Company will redeem each
2014 Convertible Bonds at its principal amount together
with accrued and unpaid interest thereon on 11 April
2019. The proceeds from the subscription of the 2014
Convertible Bonds, after deduction of commissions and
other related expenses, were approximately HK$2,277
million. Assuming full conversion of the 2014 Convertible
Bonds at the initial conversion price of HK$43.89 per share
and no further issue of shares, the 2014 Convertible Bonds
will be convertible into approximately 53,018,910 shares
of the Company.
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The net price for each conversion share is approximately
HK$42.95, and the initial conversion price was HK$43.89,
which represented a premium of approximately 40.00%
over the closing price of HK$31.35 per share as quoted
on the Stock Exchange on 3 April 2014, being the last
trading day prior to the announcement of the issue of
the 2014 Convertible Bonds. The 2014 Convertible Bonds
were offered and sold to no less than six independent
places (who were independent individual, corporate and/
or institutional investors). The 2014 Convertible Bonds
have been listed on the Singapore Exchange Securities
Trading Limited since 14 April 2014. The interest is

1.25% per annum of the principal amount of the 2014
Convertible Bonds, payable semi-annually in arrear in
equal instalments of HK$6,250 per calculation amount (i.e.
interest in respect of any 2014 Convertible Bond shall be
calculated per HK$1,000,000 in principal amount of the
2014 Convertible Bonds) on 11 April and 11 October in
each year, subject to adjustment for non-business days.
The Company intended to use the net proceeds from the
subscription primarily for general corporate purposes, for
strategic investments and acquisitions, if appropriate, and
to supplement working capital. On 11 April 2017, being
the put option date of the 2014 Convertible Bonds, the
Company redeemed an aggregate principal amount of
HK$2,281,000,000 at the principal amount of the 2014
Convertible Bonds together with interest accrued to

that date at the option of certain bondholders. As at 31
December 2018, the outstanding 2014 Convertible Bonds
at an aggregate principal amount of HK$46,000,000 are
convertible into 1,078,040 shares upon full conversion. As
at 11 April 2019, all outstanding 2014 Convertible Bonds
at an aggregate principal amount of HK$46,000,000 were
fully redeemed at their principal amount and accrued
interests on the maturity date and no 2014 Convertible
Bonds remained outstanding. Accordingly, the 2014
Convertible Bonds were delisted from the Singapore
Exchange Securities Trading Limited with effect from

11 April 2019. The net proceeds raised from the issue

of 2014 Convertible Bonds have been used up as of 31
December 2015. For details, please refer to the 2015
annual report of the Company. References are made to the
announcements of the Company dated 4 April 2014 and
11 April 2014 for principal terms of the 2014 Convertible
Bonds and the announcements of the Company dated 9
April 2019 and 11 April 2019 for redemption on maturity
of the 2014 Convertible Bonds.

Details of dilutive effect on the basic earnings per share
as at 31 December 2019 are set out in note 14 to the
financial statements.
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Issue of Convertible Preferred Shares by
Subsidiaries of the Company

Share Purchase Agreements

On 2 December 2019, Kingsoft Cloud Group entered into
the share purchase agreement (the “Share Purchase
Agreement 1") with Autogold Limited and Mr. Yulin
WANG and China Internet Investment Fund ( /1 B 5 B 49
KEES (ARAEE ) (the “CIIF Investor”), pursuant to
which, among others, Kingsoft Cloud as the issuer agreed
to issue 55,089,998 series D+ preferred convertible shares
with par value of US$0.001 per share (the “Series D+
Preferred Shares”) and CIIF Investor as the subscriber
agreed to subscribe for 55,089,998 Series D+ Preferred
Shares for a consideration of US$50 million (equivalent to
approximately HK$391.385 million).

On 16 December 2019, Kingsoft Cloud Group entered
into the share purchase agreement (the “Share
Purchase Agreement I1") with Autogold Limited and
Mr. Yulin WANG and Design Time Limited (the “CCBI
Investor”), pursuant to which, among others, Kingsoft
Cloud as the issuer agreed to issue 22,035,999 Series
D+ Preferred Shares and CCBI Investor as the subscriber
agreed to subscribe for 22,035,999 Series D+ Preferred
Shares for a consideration of US$20 million (equivalent
to approximately HK$155.942 million). The proposed
issue and subscription are subject to completion of the
transaction contemplated under the Share Purchase
Agreement |.

Pursuant to the Listing Rules, the transactions
contemplated under the Share Purchase Agreement | and
the Share Purchase Agreement Il are exempted from the
reporting, announcement and shareholders’ approval
requirements.

On the assumption that (i) all preferred shares of Kingsoft
Cloud are fully converted into the ordinary shares of
Kingsoft Cloud based on the conversion ratio of 1:1; and
(i) all shares under the share option scheme and all shares
already reserved for issuance under the ESOP are issued,
upon completion of the Share Purchase Agreement | and
the Share Purchase Agreement II, Kingsoft Cloud will

be owned as to approximately 1.8727% and 0.7491%
by CIIF Investor and CCBI Investor respectively, and the
shareholding of the Company in Kingsoft Cloud will
decrease from 49.1251% to 47.8371%. Kingsoft Cloud
will remain as the subsidiary of the Company.
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Restated Shareholders Agreement

Pursuant to the restated shareholders agreement (the
“"Restated Shareholders Agreement”) entered

into by all the then shareholders of Kingsoft Cloud, the
holders of Series D+ Preferred Shares have the right

to request Kingsoft Cloud to purchase the Series D+
Preferred Shares held by them in the event that (i) series
D qualified public offering has yet to complete within a
certain period of time; (i) any of the holders of series B
preferred shares of Kingsoft Cloud has requested Kingsoft
Cloud to purchase the series B preferred shares held by

it pursuant to the Restated Shareholders Agreement; (iii)
any of the holders of series C preferred shares of Kingsoft
Cloud has requested Kingsoft Cloud to purchase the series
C preferred shares held by it pursuant to the Restated
Shareholders Agreement; or (iv) any of the holders of
series D preferred shares of Kingsoft Cloud has requested
Kingsoft Cloud to purchase the series D preferred

shares held by it pursuant to the Restated Shareholders
Agreement. Pursuant to the Restated Shareholders
Agreement, each of CIIF Investor and CCBI Investor is
entitled to an exit right in certain circumstances. As each
of the highest applicable percentage ratios in respect

of the grant of the exit right to CIIF Investor and CCBI
Investor is less than 5%, such transactions are exempted
from the reporting, announcement and shareholders’
approval requirements under Chapter 14 of the Listing
Rules.

For details of the above issue, please refer to the
announcements of the Company dated 2 December 2019
and 16 December 2019.

Major Customers and Suppliers

For the year ended 31 December 2019, the 5 largest
customers of the Group accounted for 37% of the total
revenue, while the largest customer accounted for 15% of
the total revenue. For the year ended 31 December 2019,
the 5 largest suppliers of the Group accounted for less
than 30% of the total purchases.

The major customers of the Group are mainly distributors
and operators of internet services. The Group paid
attention to strengthening and sustaining the relationship



with its major customers as they are important to the
business of the Group. However, the Group does not
materially rely on such major customers to generate
revenue. The Group’s end customers vary for different
categories of business of the Group, which include game
users, purchasers of our application softwares or other
internet services, advertisers who advertise through our
products and etc. The Group will continue to strengthen
its customer service to provide superior quality service

to the users, and strive to achieve the fastest response
times and highest customer satisfaction levels in the
industry. The major suppliers of the Group mainly provide
package materials for the Group’s applications software
products and bandwidth services to the Group. The Group
has established long-term relationships with the major
suppliers of the Group to ensure the stable and sustainable
supplies for the businesses of the Group.

None of the Directors of the Company or any of their
close associates or any shareholders (which, to the best
knowledge of the Directors, own more than 5% of

the number of issued shares of the Company) had any
beneficial interest in the Group’s five largest customers and
suppliers.

Environmental Policies and Performance

As a group providing internet services, the day-to-day
business of the Group generally does not involve many
environment issues. However, the Group acknowledges the
great importance of environment protection. To minimise
the impact on the environment and natural resources
generated from the operation of the Group, the Group has
broadly implemented resource-recycling and energy-saving
practices in its offices and branch premises, including

its offices and premises in Zhuhai, Beijing, Chengdu

and etc. Specifically, the Group (i) encouraged double-
sided printing and multi-pages-per-sheet printing for
office documents; (ii) encouraged its employees to collect
waste paper and used batteries for recycling purpose;

and (iii) encourage its employees to turn off lights and
computers before leaving the office.

For details of the Company’ environmental policies and
performances, please refer to Environmental, Social and
Governance Report in this report.
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Compliance with Relevant Laws and
Regulations

The Group recognizes the importance of compliance
with regulatory requirements. During the year ended

31 December 2019, the Group has complied, to the best
of our knowledge, with Telecommunications Regulations,
The Administrative Measures for Telecommunications
Business Operating Licenses and other laws and
regulations in relation to foreign investment, copy rights
and etc., as well as Listing Rules and other applicable
laws and regulations. The Group has been allocating
system and staff resources to ensure ongoing compliance
with laws, regulations and rules. The Legal Department
and Compliance Department of the Group are mainly
responsible for monitoring the operation of the Group to
be in compliance with relevant laws and regulations.

Permitted Indemnity Provision

As of 31 December 2019, all Directors of the Company
were covered under the liability insurance purchased by
the Company for its Directors.

Related Party Transactions and
Connected Transactions

1. Connected Transaction

The Lease Agreement Between the Company
and Beijing Duokan

On 31 December 2019, the Company on behalf of i)

the legal entities from time to time directly or indirectly
controlled by the Company or under common control
with the Company and other parties or significantly
influenced by the Company as listed in the Lease
Agreement and subject to any future supplements and

ii) the companies designated by the Company as listed

in the Lease Agreement (the “Lessees”), entered into a
lease agreement (the "Lease Agreement”) with Beijing
Duokan Technology Co., Ltd.* ("Beijing Duokan”), a
subsidiary of Xiaomi, pursuant to which, Beijing Duokan
agreed to lease the property situated at Buildings D and
E, Xiaomi Science and Technology Park, No. 33, West Erqi
Central Road, Haidian District, Beijing, with a total area
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of approximately 54,625.53 sq.m. and 350 parking lots
(the “"Properties”) to the Lessees, for a term of six years
commencing from 1 January 2020 to 31 December 2025.

The Group has delivered a steady growth in its business
and number of employees these years. To better satisfy
the working requirement of the Group and its employees,
the Board decides to lease the Properties from Beijing
Duokan. The annual rent (including value-added tax) for
the ground floor area for the three years from 1 January
2020 to 31 December 2022 is RMB88.85 million, while
the annual rent (including value-added tax) for the
underground floor area for the three years from 1 January
2020 to 31 December 2022 is RMB2.90 million. For every
3 years since 1 January 2020, the rental rate of these two
areas will increase by approximately 5%. The monthly rent
for parking lots is RMB400 per parking lot. The total rent
payable during the term under the Lease Agreement is
approximately RMB574.48 million.

Pursuant to IFRS 16 issued by the International Accounting
Standards Board from time to time, the Properties

leased under the Lease Agreement will be recognised as
right-of-use assets with the aggregate consideration of
approximately RMB462.15 million, and the transaction
contemplated under the Lease Agreement will be
recognised as the acquisition of right-of use assets which
will constitute a one-off connected transaction of the
Company under Chapter 14A of the Listing Rules.

Beijing Duokan is a subsidiary of Xiaomi. Xiaomi is

an associate of Mr. Jun LEl, a Director and substantial
shareholder of the Company. Mr. Jun LEI holds a majority
of voting power in Xiaomi, save for resolutions with
respect to a limited number of reserved matters. As such,
Beijing Duokan is a connected person of the Company.

As the highest percentage ratio (as defined in the Listing
Rules) in respect of the value of the right-of-use asset to
be recognised by the Company in connection with the
Lease Agreement exceeds 0.1% but is less than 5%, the
transaction contemplated under the Lease Agreement is
subject to the reporting and announcement requirements
but exempt from the independent Shareholders’ approval
requirement under Chapter 14A of the Listing Rules.

For details of the Lease Agreement between the Company
and Beijing Duokan, please refer to the announcement of
the Company dated 31 December 2019.
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2. Structure Contracts

According to the Administrative Rules for Foreign
Investments in Telecommunications Enterprises, which
were issued on 11 December 2001 by the State Council
and became effective on 1 January 2002, a foreign
investor is currently prohibited from owning more than
50% of the equity interest in a Chinese entity that
provides value-added telecommunications services.
Internet content provision (“ICP") services are classified
as value-added telecommunications businesses, and a
commercial operator of such services must obtain an

ICP license from the appropriate telecommunications
authorities in order to carry on any commercial Internet
content provision operations in China. In July 2006, the
Ministry of Information and Industry of China issued a
notice which prohibits ICP license holders from leasing,
transferring or selling a telecommunications business
operating license to any foreign investors in any form, or
providing any resource, sites or facilities to any foreign
investors for their illegal operation of telecommunications
businesses in China. The notice also requires that ICP
license holders and their shareholders directly own the
domain names and trademarks used by such ICP license
holders in their daily operations. Therefore, in order

for us to be able to carry on our business in China, the
Group entered into a series of structure contracts with
Kingsoft Qijian, its shareholders Weigin Qiu and Peili Lei,
and Chendu Digital Entertainment, which enable the
Group to exercise control over Kingsoft Qijian, Beijing
Digital Entertainment and Chengdu Digital Entertainment
and to consolidate these companies’ financial results

in our results. Beijing Digital Entertainment (which is
wholly owned by Kingsoft Qijian) and Chengdu Digital
Entertainment (which is owned as to 99.91% by Beijing
Digital Entertainment and 0.09% by Weigin Qiu) hold the
requisite ICP licenses.

Pre-existing Structure Contracts during the 2019
financial year

To streamline the corporate structure of the Group, the
Group has commenced an internal reorganization exercise.
In 2010, the Group has (i) entered into structure contracts
relating to Zhuhai Qiwen; and (ii) entered into structure
contracts relating to Conew Technology. In 2011, the
Group has (i) entered into structure contracts relating

to Beijing Cheetah; (ii) entered into structure contracts
relating to the Zhuhai Online Game; and (iii) as part of the



Group’s internal restructuring, also recloned the structure
contracts in relation to Zhuhai Qiwen. In 2012, the Group
has (i) entered into structure contracts relating to Beijing
Network Technology; (ii) entered into structure contracts
relating to Zhuhai Cloud Technology; (iii) entered into
structure contracts relating to Chengdu Seasun Shiyou
and Zhuhai Seasun Shiyou; (iv) as part of the Group’s
internal restructuring, also recloned the structure contracts
in relation to Zhuhai Online Game and Beijing Cheetah.

In 2013, the Group (i) entered into structure contracts
relating to Antutu Technology; (ii) entered into structure
contracts relating to Guangzhou Network; (iii) entered
into structure contracts relating to Zhuhai Seasun Shiyou
and Guangzhou Seasun Shiyou; (iv) as part of the Group's
internal restructuring, also recloned the structure contracts
in relation to Zhuhai Qiwen and Zhuhai Cloud Technology;
(v) as part of the Group’s internal restructuring, the
structure contracts in relation to Zhuhai Online Game has
cancelled in 2013. In 2014, as part of the Group’s internal
restructuring, the Group recloned the structure contracts
in relation to Zhuhai Qiwen and Zhuhai Cloud Technology.
In 2015, as part of the Group’s internal restructuring, the
Group terminated the structure contracts and un-winded
the contractual arrangement relating to Zhuhai Qiwen,
Guangzhou Network and Antutu Technology. Since 1
October 2017, Cheetah Mobile ceased to be a subsidiary
of the Company and its operating results are no longer
consolidated in the consolidated financial statements of
the Group. Therefore, at the end of the 2017 financial
year, the structure contracts relating to Conew Technology,
Beijing Cheetah and Beijing Network Technology no longer
consisted of the business operations of the Group, and
the transactions contemplated thereunder were no longer
connected transactions of the Company under the Listing
Rules. In 2018, the Group entered into structure contracts
relating to Kingsoft Cloud Information Technology.

The risks for operating business with contractual
arrangements exist in the following aspects: (i) the PRC
government may determine that the agreements which
established the structure for operating the Group’s business
in the PRC do not comply with PRC government restrictions
on foreign investment; (i) the Group’s structure contracts
with relevant contractually-controlled entities and their
shareholders may be less effective in providing operational
control as compared with having direct ownership of

those entities; and (iii) in the event of the imposition of
statutory liens, bankruptcy or criminal proceedings against
the shareholders of the relevant contractually-controlled
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entities, the Company may lose the ability to use a major
portion of its assets. For details of such risks, please refer
to the Company’s prospectus. The Company has made
and will continue to make efforts to keep abreast of the
recent development of PRC laws and regulations on the
contractual arrangement. In order to mitigate the risks,
the Company will consult the PRC legal advisors of the
Company from time to time and un-wind the contractual
arrangements in due course where applicable.

The structure contracts in relation to the business
operations of the Group subject to the reporting
requirements under the Chapter 14A of the Listing Rules
which were pre-existing during the 2019 financial year
were as follows:

Structure Contracts relating to Kingsoft Qijian

(i) A loan agreement dated 30 March 2007 between
Weigin Qiu, Peili Lei and Chengdu Interactive
Entertainment which provided for an interest free
loan by Chengdu Interactive Entertainment of
RMB1,200,000 to Weigin Qiu and of RMB300,000
to Peili Lei, entirely for the purpose of repaying the
loan provided by Zhuhai Software. The loans have
no definite maturity date and Chengdu Interactive
Entertainment may request repayment at any time.
Weigin Qiu and Peili Lei shall repay the loans by
transferring the equity interest they hold in Kingsoft
Qijian to Chengdu Interactive Entertainment or any
person or entity as it may direct.

(i) A shareholder voting agreement dated 30 March
2007 among Chengdu Interactive Entertainment,
Weigin Qiu, Peili Lei and Kingsoft Qijian, under which
Weigin Qiu and Peili Lei irrevocably entrust all of their
shareholder rights in Kingsoft Qijian to Chengdu
Interactive Entertainment, including but not limited to
the voting rights and the right to nominate directors
of Kingsoft Qijian.

(iii) A call option agreement dated 30 March 2007
among Weigin Qiu, Peili Lei, Kingsoft Qijian and
Chengdu Interactive Entertainment, under which
Chengdu Interactive Entertainment was granted an
exclusive irrevocable option to purchase, or designate
a third party to purchase, part or all of Weigin Qiu’s
and Peili Lei’s equity interest in Kingsoft Qijian at
anytime, at a nominal amount subject to applicable
PRC laws.
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(iv)

An equity pledge agreement dated 30 March 2007 (i)
among Weigin Qiu, Peili Lei, Chengdu Interactive
Entertainment and Kingsoft Qijian, pursuant to

which Weigin Qiu and Peili Lei pledged all of

their equity interests in Kingsoft Qijian (and any

increase in their capital contributions) in favor of

Chengdu Interactive Entertainment as security for

the performance of their respective obligations

under the above loan agreement, the shareholder
voting agreement and the call option agreement, (i
the performance by Kingsoft Qijian of its obligations

under the above shareholder voting agreement

and the call option agreement, the performance by
Chengdu Digital Entertainment of its obligations

under the intellectual property license agreements

(as described below in “Structure Contracts relating

to Chengdu Digital Entertainment”) and the

performance by Beijing Digital Entertainment of its
obligations under the intellectual property license (V)
agreements (as described below).

Zhuhai Software (as the licensor) and Beijing Digital
Entertainment (as the licensee) entered into a
framework intellectual property license agreement
on 15 June 2007 for a term of 10 years from 1
January 2007 which will be automatically renewed
for one year at the end of the term or any renewed
term, unless the licensor notifies otherwise. Zhuhai
Software agreed to enter into agreements to license
certain intellectual property rights to Beijing Digital
Entertainment on a case-by-case basis.

Structure Contracts relating to Chengdu Digital
Entertainment

(i)

A loan agreement dated 30 March 2007 between )
Weigin Qiu and Chengdu Interactive Entertainment
which provided for an interest free loan of
RMB100,000 by Chengdu Interactive Entertainment
to Weigin Qiu entirely for the purpose of capital
funding of Chengdu Digital Entertainment. The

loan has no definite maturity date and Chengdu
Interactive Entertainment may request repayment

at any time. Weiqgin Qiu shall repay the loan by
transferring the equity interest she holds in Chengdu
Digital Entertainment to Chengdu Interactive
Entertainment or any person or entity nominated by
Chengdu Interactive Entertainment.
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A shareholder voting agreement dated 30 March
2007 among Chengdu Interactive Entertainment,
Weigin Qiu and Chengdu Digital Entertainment,
under which Weigin Qiu irrevocably entrusts all of her
shareholder rights in Chengdu Digital Entertainment
to Chengdu Interactive Entertainment, including

but not limited to the voting rights and the right to
nominate directors of Chengdu Digital Entertainment.

A call option agreement dated 30 March 2007
among Weigin Qiu, Chengdu Digital Entertainment
and Chengdu Interactive Entertainment, under which
Chengdu Interactive Entertainment was granted an
exclusive irrevocable option to purchase, or designate
a third party to purchase, part or all of Weigin Qiu’s
equity interest in Chengdu Digital Entertainment at
any time, at a nominal amount subject to applicable
PRC laws.

An equity pledge agreement dated 30 March

2007 among Weigin Qiu, Chengdu Interactive
Entertainment, Chengdu Digital Entertainment and
Beijing Digital Entertainment, pursuant to which
Weigin Qiu pledged all of her equity interests in
Chengdu Digital Entertainment (and any increase
in her capital contribution) in favor of Chengdu
Interactive Entertainment as security for the
performance of her obligations under the above
loan agreement, shareholder voting agreement and
call option agreement as well as the performance
by Chengdu Digital Entertainment of its obligations
under the above shareholder voting agreement, the
call option agreement, and the intellectual property
license agreements (as described below).

Chengdu Interactive Entertainment (as the
licensor) and Chengdu Digital Entertainment (as
the licensee) entered into a framework intellectual
property license agreement on 15 June 2007 for
a term of 10 years from 1 January 2007 which
will be automatically renewed for one year at the
end of the term or any renewed term, unless the
licensor notifies otherwise. Chengdu Interactive
Entertainment agreed to enter into agreements
to license certain intellectual property rights to
Chengdu Digital Entertainment.



As Weigin Qiu is the sister of Pak Kwan Kau, and Peili

Lei is the aunt of Jun Lei, with Pak Kwan Kau and Jun

Lei being our executive Directors when the above said
structure contracts were signed and now our non-
executive Directors, Weigin Qiu and Peili Lei are associates
of Pak Kwan Kau and Jun Lei, and therefore, are our
connected persons. Accordingly, certain transactions
under the structure contracts technically constituted
connected transactions. The Company applied to the
Stock Exchange for and was granted a specific waiver
from strict compliance with the applicable disclosure and
shareholders’ approval requirements of Chapter 14A of the
Listing Rules in relation to the transactions contemplated
under the structure contracts for so long as the shares of
the Company are listed on the Stock Exchange.

The independent non-executive Directors have reviewed
the structure contracts relating to Kingsoft Qijian, Beijing
Digital Entertainment and Chengdu Digital Entertainment
and have confirmed that:

o these structure contracts remain unchanged and are
consistent with their disclosure in the prospectus of
the Company dated 24 September 2007;

o no dividends or other distributions were made
by Kingsoft Qijian, Beijing Digital Entertainment,
or Chengdu Digital Entertainment to the holders
of their equity interests for the year ended 31
December 2019; and

o the terms of such structure contracts are fair and
reasonable so far as the Group is concerned and in
the interests of the shareholders and the Company
as a whole.

Original Structure Contracts | Relating to Zhuhai
Cloud Technology

(i)  Weigin Qiu, Jin Wang and Beijing Digital
Entertainment entered into a loan agreement on
2 May 2012, pursuant to which Beijing Digital
Entertainment provided interest free loans of
RMB99,000 and RMB 1,000 to Weigin Qiu and Jin
Wang respectively. The loans have no fixed maturity
date, and Beijing Digital Entertainment may at
any time demand repayment by transferring their
equity interests in Zhuhai Qi Dun Security Software
Limited GRE & EZ 2B AR A F), subsequently
renamed as Zhuhai Cloud Technology to Beijing
Digital Entertainment or its designated third party.
Moreover, the ratio of the transferred equity interests
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in Zhuhai Cloud Technology to the equity interests
in Zhuhai Cloud Technology held by these borrowers
on the date of signing the loan agreement shall be
the same as that of the requested repayment to the
loans of these borrowers on the date of signing the
loan agreement.

(i) Weigin Qiu, Jin Wang, Beijing Digital Entertainment
and Zhuhai Cloud Technology entered into a
shareholder voting entrustment agreement on 2
May 2012, pursuant to which Weigin Qiu and Jin
Wang irrevocably entrusted their shareholder rights
(including but not limited to the voting rights and
the right to designate and nominate the senior
management (such as executive directors and
managers) of Zhuhai Cloud Technology) in Zhuhai
Cloud Technology to Beijing Digital Entertainment.

(iii)  Weiqgin Qiu, Jin Wang, Beijing Digital Entertainment
and Zhuhai Cloud Technology entered into an
exclusive option agreement on 2 May 2012,
pursuant to which Beijing Digital Entertainment was
granted an irrevocable exclusive option to acquire,
or designate a third party to acquire, all or part of
the equity interest owned by Weigin Qiu and Jin
Wang in Zhuhai Cloud Technology at any time.

The exercise price shall equal to the corresponding
portion of liability of Beijing Digital Entertainment
borne by Weigin Qiu and Jin Wang respectively
under the above loan agreement. However, if the
lowest conversion price permitted by the PRC Laws
is higher than the amounts of those liabilities, the
exercise price shall be the lowest price permitted by
the PRC Laws. Despite the above, Weigin Qiu and
Jin Wang shall jointly waive the obligations of Beijing
Digital Entertainment for paying the shortfall in the
case that the lowest price permitted by the PRC Laws
is higher than the portion of liability, subject to the
laws and regulations of the PRC.

(iv)  Weigin Qiu, Jin Wang, Beijing Digital Entertainment
and Zhuhai Cloud Technology entered into an
equity pledge agreement on 2 May 2012, pursuant
to which, Weigin Qiu and Jin Wang agreed to
pledge all equity interests they respectively held
in Zhuhai Cloud Technology and any increase in
capital contributions in favor of Beijing Digital
Entertainment, as security for the performance
of their respective obligations under the above
loan agreement, shareholder voting entrustment
agreement and exclusive option agreement, and
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(vii)

for the performance of obligations by Zhuhai
Cloud Technology under the above shareholder
voting entrustment agreement and exclusive option
agreement.
Weigin Qiu, Jin Wang, Beijing Digital Entertainment (viii)
and Zhuhai Cloud Technology entered into the
restated and revised shareholder voting entrustment
agreement on 12 June 2012, pursuant to which
Weigin Qiu and Jin Wang irrevocably entrusted
their shareholder rights (including but not limited
to the voting rights and the right to designate and
nominate the senior management (such as executive
directors and managers) of Zhuhai Cloud Technology)
in Zhuhai Cloud Technology to Beijing Digital
Entertainment.

(ix)
Weigin Qiu, Jin Wang, Beijing Digital Entertainment
and Zhuhai Cloud Technology entered into the
restated and revised exclusive option agreement
on 12 June 2012, pursuant to which Beijing Digital
Entertainment was granted an irrevocable exclusive
option to acquire, or designate a third party to
acquire, all or part of the equity interest owned
by Weigin Qiu and Jin Wang in Zhuhai Cloud
Technology at any time. The exercise price shall equal
to the corresponding portion of liability of Beijing
Digital Entertainment borne by Weigin Qiu and Jin
Wang respectively under the above loan agreement.
However, if the lowest conversion price permitted
by the PRC Laws is higher than the amounts of
those liabilities, the conversion price shall be the
lowest price permitted by the PRC Laws. Despite
the above, Weigin Qiu and Jin Wang shall jointly
waive the obligations of Beijing Digital Entertainment
for paying the shortfall in the case that the lowest
conversion price permitted by the PRC Laws is higher
than the portion of liability, subject to the laws and
regulations of the PRC.

(x)

Weigin Qiu, Jin Wang, Beijing Digital Entertainment

and Zhuhai Cloud Technology entered into an equity
pledge agreement on 12 June 2012, pursuant

to which, Weigin Qiu and Jin Wang agreed to

pledge all equity interests they respectively held

in Zhuhai Cloud Technology and any increase in

capital contributions in favor of Beijing Digital
Entertainment, as security for the performance

of their respective obligations under the above .
loan agreement, shareholder voting entrustment (xi)
agreement and exclusive option agreement, and
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for the performance of obligations by Zhuhai
Cloud Technology under the above shareholder
voting entrustment agreement and exclusive option
agreement.

Weigin Qiu, Jin Wang, Beijing Digital Entertainment
and Beijing Cloud Technology entered into a debt
assignment agreement on 9 November 2012,
pursuant to which Beijing Digital Entertainment
assigned the debts with an aggregate amount of
RMB100,000 borne by Weigin Qiu and Jin Wang

to Beijing Cloud Technology, therefore, Beijing

Cloud Technology owned the debts of an aggregate
amount of RMB100,000 borne by Weigin Qiu and Jin
Wang.

Weigin Qiu, Jin Wang and Beijing Cloud Technology
entered into a loan agreement on 9 November 2012,
pursuant to which Beijing Cloud Technology provided
interest free loans of RMB99,000 and RMB 1,000 to
Weigin Qiu and Jin Wang respectively. The loans have
no fixed maturity date, and Beijing Cloud Technology
may at any time demand repayment by transferring
their equity interests in Zhuhai Cloud Technology

to Beijing Cloud Technology or its designated third
party. Moreover, the ratio of the transferred equity
interests in Zhuhai Cloud Technology to the equity
interests in Zhuhai Cloud Technology held by these
borrowers on the date of signing the loan agreement
shall be the same as that of the requested repayment
to the loans of these borrowers on the date of
signing the loan agreement.

Weigin Qiu, Jin Wang, 19 existing employees of the
Group, Beijing Digital Entertainment (the above 21
natural persons and Beijing Digital Entertainment,
collectively referred to as “All Shareholders of
Zhuhai Cloud Technology”), Zhuhai Cloud
Technology and Beijing Cloud Technology entered
into a shareholder voting entrustment agreement

on 9 November 2012, pursuant to which All
Shareholders of Zhuhai Cloud Technology irrevocably
entrusted their shareholder rights (including but not
limited to the voting rights and the right to designate
and nominate the senior management (such as
executive directors and managers) of Zhuhai Cloud
Technology) in Zhuhai Cloud Technology to Beijing
Cloud Technology.

All Shareholders of Zhuhai Cloud Technology, Zhuhai
Cloud Technology and Beijing Cloud Technology
entered into an exclusive option agreement on 9



(xii)

November 2012, pursuant to which Beijing Cloud
Technology was granted an irrevocable exclusive
option to acquire, or designate a third party to
acquire, all or part of the equity interest owned

by All Shareholders of Zhuhai Cloud Technology in
Zhuhai Cloud Technology at any time. The exercise
price in respect of the equity interests of Weigin
Qiu and Jin Wang shall equal to the corresponding
portion of liability of Beijing Digital Entertainment
borne by Weigin Qiu and Jin Wang respectively
under the above loan agreement. However, if the
lowest conversion price permitted by the PRC Laws
is higher than the amounts of those liabilities, the
conversion price shall be the lowest price permitted
by the PRC Laws. Despite the above, Weigin Qiu and
Jin Wang shall jointly waive the obligations of Beijing
Digital Entertainment for paying the shortfall in the
case that the lowest conversion price permitted by
the PRC Laws is higher than the portion of liability,
subject to the laws and regulations of the PRC.
The exercise price in respect of equity interests of
shareholders other than Weigin Qiu and Jin Wang
shall be RMB1(one). However, if there are any
mandatory requirements imposed by the PRC Laws
in respect of the conversion price, the conversion
price shall be the lowest price permitted by the PRC
Laws. Despite the above, the existing shareholders
shall jointly waive the obligations of Beijing Cloud
Technology for paying the shortfall in the case that
the lowest conversion price permitted by the PRC
Laws is higher than RMB1(one), subject to the laws
and regulations of the PRC.

All Shareholders of Zhuhai Cloud Technology, Zhuhai
Cloud Technology and Beijing Cloud Technology
entered into an equity pledge agreement on 9
November 2012, pursuant to which, All Shareholders
of Zhuhai Cloud Technology, agreed to pledge all
equity interests they respectively held in Zhuhai
Cloud Technology and any increase in capital
contributions in favor of Beijing Cloud Technology,
as security for the performance of their respective
obligations under the above loan agreement,
shareholder voting entrustment agreement and
exclusive option agreement, for the performance of
obligations by Zhuhai Cloud Technology under the
above shareholder voting entrustment agreement
and exclusive option agreement, and for the
performance of obligations by Beijing Cloud Network
which is wholly owned by Zhuhai Cloud Technology
under the exclusive consultation and technological
services agreement.
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(xiii) Beijing Cloud Network and Beijing Cloud Technology
entered into an exclusive consultation and
technological services agreement on 9 November
2012, pursuant to which Beijing Cloud Technology
provided exclusive services related to the business
of Beijing Cloud Network to Beijing Cloud Network
and Beijing Cloud Network shall pay the service fee
to Beijing Cloud Technology on an annual basis.

The relevant service fees shall be comprised of the
results service fee (the remaining 100% of business
income of Beijing Cloud Network for the year, net of
the mutually agreed business cost of Beijing Cloud
Network) and the mutually-agreed service fee (for
the specified consultation services and technology
services provided by Beijing Cloud Technology at
the request of Beijing Cloud Network from time to
time). Beijing Cloud Technology shall be entitled

to the rights to adjust the above service fees at its
discretion.

The arrangement relating to Zhuhai Cloud Technology
was substantially similar to the arrangement under the
existing structure contracts relating to Kingsoft Qijian and
Chengdu Digital Entertainment. Subject to the relevant
disclosures in this annual report of the Company, cloning
of structure contracts similar to those relating to Kingsoft
Qijian and Chengdu Digital Entertainment will not be
subject to the strict requirements of announcement and
shareholders’ approval under Chapter 14A of the Listing
Rules.

The said structure contracts in relation to Zhuhai Cloud
Technology were recloned in 2013, the details of which are
disclosed herein below.

Original Structure Contracts Il Relating to Zhuhai
Cloud Technology

(i)  Gang Yang and 18 existing employees of the
Group separately entered into 18 equity transfer
agreements on 28 January 2013, 1 February 2013,
19 February 2013, and 4 March 2013, pursuant to
which 18 existing employees respectively transfer
their entire equity interest to Gang Yang.

(i) Weigin Qiu, Jin Wang, Gang Yang, Beijing Digital
Entertainment (the above 3 natural persons and
Beijing Digital Entertainment, collectively referred to
as “All New Shareholders of Zhuhai Cloud
Technology”), Zhuhai Cloud Technology, Beijing
Cloud Technology and all the other natural person
shareholders of Zhuhai Cloud Technology at the
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time entered into a termination agreement on 28
January 2013, pursuant to which all parties agreed
to terminate the 1) equity pledge agreement; 2)
shareholder voting agreement; and 3) exclusive
option agreement dated 9 November 2012 as
described above in “Original Structure Contracts |
Relating to Zhuhai Cloud Technology”.
(i) All New Shareholders of Zhuhai Cloud Technology,
Zhuhai Cloud Technology and Beijing Cloud
Technology entered into a shareholder voting
entrustment agreement on 18 March 2013, pursuant
to which All New Shareholders of Zhuhai Cloud
Technology irrevocably entrusted their shareholder
rights (including but not limited to the voting rights
and the right to designate and nominate the senior
management (such as executive directors and
managers of Zhuhai Cloud Technology) in Zhuhai
Cloud Technology to Beijing Cloud Technology.

All New Shareholders of Zhuhai Cloud Technology,
Zhuhai Cloud Technology and Beijing Cloud
Technology entered into an exclusive option
agreement on 18 March 2013, pursuant to which
Beijing Cloud Technology was granted an irrevocable
exclusive option to acquire, or designate a third party
to acquire, all or part of the equity interest owned by
All New Shareholders of Zhuhai Cloud Technology in
Zhuhai Cloud Technology at any time. The exercise
price in respect of the equity interests of Weigin

Qiu and Jin Wang shall equal to the corresponding
portion of liability of Beijing Cloud Technology borne
by Weigin Qiu and Jin Wang respectively under the
loan agreement (as described above in “Original
Structure Contracts | Relating to Zhuhai Cloud
Technology” (ix)). However, if the lowest conversion
price permitted by the PRC Laws is higher than the
amounts of those liabilities, the conversion price
shall be the lowest price permitted by the PRC

Laws. Despite the above, Weigin Qiu and Jin Wang
shall jointly waive the obligations of Beijing Cloud
Technology for paying the shortfall in the case that
the lowest conversion price permitted by the PRC
Laws is higher than the portion of liability, subject
to the laws and regulations of the PRC. The exercise
price in respect of equity interests of shareholders
other than Weigin Qiu and Jin Wang shall be
RMB1(one). However, if there are any mandatory
requirements imposed by the PRC Laws in respect of
the conversion price, the conversion price shall be
the lowest price permitted by the PRC Laws. Despite
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the above, the existing shareholders shall jointly
waive the obligations of Beijing Cloud Technology
for paying the shortfall in the case that the lowest
conversion price permitted by the PRC Laws is higher
than RMB1(one), subject to the laws and regulations
of the PRC.

(v)  All New Shareholders of Zhuhai Cloud Technology,
Zhuhai Cloud Technology and Beijing Cloud
Technology entered into an equity pledge agreement
on 18 March 2013, pursuant to which, All New
Shareholders of Zhuhai Cloud Technology, agreed to
pledge all equity interests they respectively held in
Zhuhai Cloud Technology and any increase in capital
contributions in favor of Beijing Cloud Technology,
as security for the performance of their respective
obligations under the above loan agreement,
shareholder voting entrustment agreement and
exclusive option agreement, for the performance of
obligations by Zhuhai Cloud Technology under the
above shareholder voting entrustment agreement
and exclusive option agreement, and for the
performance of obligations by Beijing Cloud Network
under the exclusive consultation and technological
services agreement.

The arrangement relating to Zhuhai Cloud Technology was
substantially similar to the arrangement under the existing
structure contracts relating to Kingsoft Qijian and Chengdu
Digital Entertainment. Subject to the relevant disclosures

in this annual report of the Company, cloning of structure
contracts similar to those relating to Kingsoft Qijian and
Chengdu Digital Entertainment will not be subject to the
strict requirements of announcement and shareholders’
approval under Chapter 14A of the Listing Rules.

The said structure contracts in relation to Zhuhai Cloud
Technology were recloned in 2014, the details of which are
disclosed herein below.

Original Structure Contracts Ill in relation to
Zhuhai Cloud Technology

(i)  Gang Yang and Jin Wang entered into equity
transfer agreement with Weigin Qiu on 13 June
2014 respectively, pursuant to which Gang Yang
transferred 19.4946% shares in Zhuhai Cloud
Technology to Weigin Qiu at a consideration of
RMB179,180; and Jin Wang transferred 0.009%
shares in Zhuhai Cloud Technology to Weigin Qiu at
a consideration of RMB1,000.



(ii)

(iii)

(iv)

In connection with the above equity transfer
agreement, Weigin Qiu, Gang Yang and Beijing
Digital Entertainment entered into a debt assumption
agreement on 20 June 2014, pursuant to which
Weigin Qiu agreed to assume the liability of
RMB179,180 which was the proportion liable to be
paid by Gang Yang to Beijing Digital Entertainment
under the loan agreement between them as a
settlement for the transfer of 19.4946% of the
registered capital in Zhuhai Cloud Technology from
Gang Yang. Weigin Qiu, Jin Wang and Beijing Cloud
Technology entered into a debt assumption agreement
on 20 June 2014, pursuant to which Weigin Qiu
agreed to assume the liability of RMB1,000 which was
the proportion liable to be paid by Jin Wang to Beijing
Cloud Technology under the loan agreements dated

9 November 2012 as a settlement for the transfer of
0.0090% of the registered capital in Zhuhai Cloud
Technology from Jin Wang.

In connection with the equity transfer

agreements, 1) Weigin Qiu, Jin Wang, and Gang
Yang (collectively referred to as “Original
Shareholders”); 2) Beijing Digital Entertainment
and Zhuhai Cloud Technology; and 3) Beijing Cloud
Technology entered into a termination agreement
on 13 June 2014, pursuant to which Original
Shareholders, Beijing Digital Entertainment, Zhuhai
Cloud Technology and Beijing Cloud Technology
agreed to terminate the 1) equity pledge agreement;
2) shareholder voting agreement; and 3) exclusive
option agreement dated 18 March 2013 as described
above in “Original Structure Contracts Il Relating to
Zhuhai Cloud Technology”.

Weigin Qiu and Beijing Cloud Technology entered
into a loan agreement on 20 June 2014, pursuant
to which Beijing Cloud Technology provided interest
free replacement loans of RMB179,180 to Weigin
Qiu for the purpose of repaying the liability incurred
by her for the acquisition of the entire equity
interests in Zhuhai Cloud Technology. The loans have
no fixed maturity date, and Beijing Cloud Technology
may demand repayment at any time. Subject to

the applicable laws, Weigin Qiu shall repay the

loans by transferring their equity interests in Zhuhai
Cloud Technology to Beijing Cloud Technology or its
designated third party.
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(v)  Weigin Qiu, Beijing Digital Entertainment (collectively
referred to as “New Shareholders”), Zhuhai
Cloud Technology and Beijing Cloud Technology
entered into a shareholder voting entrustment
agreement on 20 June 2014, pursuant to which
all New Shareholders of Zhuhai Cloud Technology
irrevocably entrusted their shareholder rights
(including but not limited to the voting rights and
the right to designate and nominate the senior
management (such as executive directors and
managers of Zhuhai Cloud Technology) in Zhuhai
Cloud Technology to Beijing Cloud Technology.

(vi)  All New Shareholders, Zhuhai Cloud Technology and
Beijing Cloud Technology entered into an exclusive
option agreement on 20 June 2014, pursuant to
which Beijing Cloud Technology was granted an
irrevocable exclusive option to acquire, or designate a
third party to acquire, all or part of the equity interest
owned by all New Shareholders of Zhuhai Cloud
Technology in Zhuhai Cloud Technology at any time
at an amount equal to the corresponding portion of
liability borne by the respective New Shareholders
under the loan agreement dated 20 June 2014.

(vii)  All New Shareholders, Beijing Cloud Technology and
Zhuhai Cloud Technology entered into an equity
pledge agreement on 20 June 2014, pursuant
to which New Shareholders agreed to pledge all
equity interests they respectively held in Zhuhai
Cloud Technology and any increase in their capital
contribution in favor of Beijing Cloud Technology
as security for the performance of their obligations
under the loan agreement, the shareholder voting
entrustment agreement and the exclusive option
agreement dated 20 June 2014, and for the
performance of obligations by Beijing Cloud Network
under the exclusive consultation and technological
services agreement with dated 9 November 2012.

The arrangement relating to Zhuhai Cloud Technology
was substantially similar to the arrangement under the
existing structure contracts relating to Kingsoft Qijian and
Chengdu Digital Entertainment. Subject to the relevant
disclosures in this annual report of the Company, cloning
of structure contracts similar to those relating to Kingsoft
Qijian and Chengdu Digital Entertainment will not be
subject to the strict requirements of announcement and
shareholders’ approval under Chapter 14A of the Listing
Rules.
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The independent non-executive Directors have reviewed
the structure contracts relating to Zhuhai Cloud
Technology and have confirmed that:

o these structure contracts are similar and consistent
with those as disclosed in the prospectus of the
Company dated 24 September 2007,

o no dividends or other distributions were made by
Zhuhai Cloud Technology to the holders of their
equity interest for the year ended 31 December
2019; and

o these structure contracts are fair and reasonable so
far as the Group is concerned and in the interests of
the Company and its shareholders as a whole.

Structure Contracts Relating to Zhuhai Seasun
Shiyou and Chengdu Seasun Shiyou

(i)  Tao Zou, Weiqgin Qiu and Chengdu Westhouse
Interactive Entertainment Co., Ltd. ("Chengdu
Westhouse") entered into a loan agreement on
3 September 2012, pursuant to which Chengdu
Westhouse provided interest free loans of
RMB10,000,000 to Tao Zou and Weigin Qiu for
repaying the liability incurred by Tao Zou and Weigin
Qiu for the acquisition of the entire registered
capital in Zhuhai Seasun Shiyou. The loans have no
fixed maturity date, and Chengdu Westhouse may
demand repayment at any time. Subject to the PRC
Laws, Tao Zou and Weigin Qiu shall repay the loans
by transferring their equity interests in Zhuhai Seasun
Shiyou to Chengdu Westhouse or its designated
third party.

(i)  Tao Zou, Weigin Qiu, Chengdu Westhouse and
Zhuhai Seasun Shiyou entered into a shareholder
voting entrustment agreement on 3 September
2012, pursuant to which Tao Zou and Weigin
Qiu irrevocably entrusted their shareholder rights
(including but not limited to the voting rights and
the right to nominate executive directors of Zhuhai
Seasun Shiyou) in Zhuhai Seasun Shiyou to such
persons designated by Chengdu Westhouse.

(iii)  Tao Zou, Weigin Qiu, Chengdu Westhouse and
Zhuhai Seasun Shiyou entered into an exclusive
option agreement on 3 September 2012, pursuant
to which Chengdu Westhouse was granted an
irrevocable exclusive option to acquire, or designate
a third party to acquire, all or part of the equity
interest owned by Tao Zou and Weigin Qiu in Zhuhai
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(iv)

Seasun Shiyou at any time at an exercise price equal
to the corresponding portion of liability of Chengdu
Westhouse borne by Tao Zou and Weigin Qiu

under the loan agreement. However, if the lowest
conversion price permitted by the PRC Laws is higher
than the amounts of those liabilities, the exercise
price shall be the lowest price permitted by the

PRC Laws. Despite the above, Tao Zou and Weigin
Qiu shall jointly waive the obligations of Chengdu
Westhouse for paying the shortfall in the case that
the lowest price permitted by the PRC Laws is higher
than the portion of liability, subject to the laws and
regulations of the PRC. When the option is exercised
by Chengdu Westhouse, Chengdu Westhouse is
entitled to the rights to pay the exercise price by
directly waiving the corresponding portion of liability
of Chengdu Westhouse borne by Tao Zou and
Weigin Qiu. The ratio of the waived liability of Tao
Zou and Weigin Qiu to their total liabilities shall be
the same as that of the transferred equity interest
held by Tao Zou and Weigin Qiu to their total equity
interest in Zhuhai Seasun Shiyou.

Chengdu Westhouse and Chengdu Seasun Shiyou
entered into an exclusive technology development,
support and consultation agreement on 3 September
2012, pursuant to which Chengdu Westhouse
agreed, on the terms, conditions and pricing

as required by the agreement, to provide to
Chengdu Seasun Shiyou exclusively and Chengdu
Seasun Shiyou agreed to accept the technology
development, support and consultation services
exclusively provided by Chengdu Westhouse for
an indefinite term unless otherwise terminated by
Chengdu Westhouse in accordance with the terms
of the agreement.

Tao Zou, Weigin Qiu, Zhuhai Seasun Shiyou,
Chengdu Seasun Shiyou and Chengdu Westhouse
entered into a business operation agreement on

3 September 2012, pursuant to which, Tao Zou,
Weigin Qiu, Zhuhai Seasun Shiyou and Chengdu
Seasun Shiyou will make relevant undertakings and
guarantee to Chengdu Westhouse for the daily
operation of Chengdu Seasun Shiyou for a term of
10 years, unless otherwise terminated by Chengdu
Westhouse, to ensure that Chengdu Seasun Shiyou
would perform the obligations under the above
exclusive technology development, support and
consultation agreement entered into on the same
date.



(vi)  Tao Zou, Weigin Qiu, Zhuhai Seasun Shiyou and
Chengdu Westhouse entered into an equity pledge
agreement on 3 September 2012, pursuant to
which, Tao Zou and Weiqgin Qiu agreed to pledge
all equity interests they respectively held in
Zhuhai Seasun Shiyou and any increase in capital
contributions in favor of Chengdu Westhouse,
and granted the priority of pledge compensation
while Zhuhai Seasun Shiyou agreed to utilize these
equity pledge arrangement as a security for the
performance of their obligations under the above
loan agreement, shareholder voting entrustment
agreement, exclusive option agreement, exclusive
technology development, support and consultation
agreement and business operation agreement dated
3 September 2012 and the settlement in respect of
the relevant guaranteed debts. Guaranteed debts
represents all direct, indirect, resulting loss and
expected interest loss arising from any default by
Tao Zou, Weigin Qiu, Zhuhai Seasun Shiyou and
Chengdu Seasun Shiyou, and all expenses generated
by Chengdu Westhouse for enforcing mandatory
performance of all agreed obligations by Tao Zou,
Weigin Qiu, Zhuhai Seasun Shiyou under the above
loan agreement, shareholder voting entrustment
agreement, exclusive option agreement, exclusive
technology development, support and consultation
agreement and business operation agreement all
dated 3 September 2012.

The arrangement relating to Zhuhai Seasun Shiyou and
Chengdu Seasun Shiyou was substantially similar to the
arrangement under the existing structure contracts relating
to Kingsoft Qijian and Chengdu Digital Entertainment.
Subject to the relevant disclosures in this annual report

of the Company, cloning of structure contracts similar

to those relating to Kingsoft Qijian and Chengdu Digital
Entertainment will not be subject to the strict requirements
of announcement and shareholders’ approval under
Chapter 14A of the Listing Rules.

The independent non-executive Directors have reviewed
the structure contracts relating to Zhuhai Seasun Shiyou
and Chengdu Seasun Shiyou, and have confirmed that:

o these structure contracts are similar and consistent
with those as disclosed in the prospectus of the
Company dated 24 September 2007,

o no dividends or any other distributions to the holders
of their equity interests were made by Zhuhai Seasun
Shiyou and Chengdu Seasun Shiyou for the year
ended 31 December 2019; and
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° the terms of such structure contracts are fair and
reasonable so far as the Group is concerned and in
the interests of the shareholders and the Company
as a whole.

Structure Contracts Relating to Kingsoft Cloud
Information Technology

(i) Weigin Qiu, Yulin Wang and Beijing Yunxiang
Zhisheng Technology Co., Ltd. (“Beijing
Yunxiang”) entered into a loan agreement on
18 July 2018, pursuant to which Beijing Yunxiang
provided interest free loans of RMB8,000,000 and
RMB2,000,000 to Weigin Qiu and Yulin Wang
respectively. The loans have no fixed maturity date,
and Beijing Yunxiang may at any time demand
repayment by transferring their equity interests in
Kingsoft Cloud (Beijing) Information Technology
Co., Ltd. ("Kingsoft Cloud Information
Technology”). Moreover, the ratio of the
transferred equity interests in Kingsoft Cloud
Information Technology to the equity interests in
Kingsoft Cloud Information Technology held by these
borrowers on the date of signing the loan agreement
shall be the same as that of the requested repayment
to the loans of these borrowers on the date of signing
the loan agreement.

(i) Weigin Qiu, Yulin Wang, Beijing Yunxiang and
Kingsoft Cloud Information Technology entered into
a shareholder voting entrustment agreement on
18 July 2018, pursuant to which Weigin Qiu and
Yulin Wang irrevocably entrusted their shareholder
rights (including but not limited to the voting rights
and the right to designate and nominate the senior
management (such as executive directors and
managers) of Kingsoft Cloud Information Technology)
in Kingsoft Cloud Information Technology to Beijing
Yunxiang.

(ili)  Weigin Qiu, Yulin Wang, Beijing Yunxiang and
Kingsoft Cloud Information Technology entered into
an exclusive option agreement on 18 July 2018,
pursuant to which Beijing Yunxiang was granted an
irrevocable exclusive option to acquire, or designate
a third party to acquire, all or part of the equity
interest owned by Weigin Qiu and Yulin Wang in
Kingsoft Cloud Information Technology at any time.
The exercise price shall equal to the corresponding
portion of liability of Beijing Yunxiang borne by
Weiqgin Qiu and Yulin Wang respectively under
the above loan agreement. However, if the lowest
conversion price permitted by the PRC Laws is higher
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than the amounts of those liabilities, the exercise
price shall be the lowest price permitted by the

PRC Laws. Despite the above, Weigin Qiu and Yulin
Wang shall jointly waive the obligations of Beijing
Yunxiang for paying the shortfall in the case that
the lowest price permitted by the PRC Laws is higher
than the portion of liability, subject to the laws and
regulations of the PRC.

(iv)  Weigin Qiu, Yulin Wang, Beijing Yunxiang and
Kingsoft Cloud Information Technology entered
into an equity pledge agreement on 18 July 2018,
pursuant to which, Weigin Qiu and Yulin Wang
agreed to pledge all equity interests they respectively
held in Kingsoft Cloud Information Technology and
any increase in capital contributions in favor of
Beijing Yunxiang, as security for the performance
of their respective obligations under the above
loan agreement, shareholder voting entrustment
agreement and exclusive option agreement, and for
the performance of obligations by Kingsoft Cloud
Information Technology under the above shareholder
voting entrustment agreement and exclusive option
agreement.

(v)  Beijing Yunxiang and Kingsoft Cloud Information
Technology entered into an exclusive consultation
and technological services agreement on 18 July
2018, pursuant to which Beijing Yunxiang provided
exclusive services related to the business of Kingsoft
Cloud Information Technology to Kingsoft Cloud
Information Technology and Kingsoft Cloud
Information Technology shall pay the service fee to
Beijing Yunxiang on an annual basis. The relevant
service fees shall be comprised of the results service
fee (the remaining 100% of business income of
Kingsoft Cloud Information Technology for the year,
net of the mutually agreed business cost of Kingsoft
Cloud Information Technology) and the mutually-
agreed service fee (for the specified consultation
services and technology services provided by
Beijing Yunxiang at the request of Kingsoft Cloud
Information Technology from time to time). Beijing
Yunxiang shall be entitled to the rights to adjust the
above service fees at its discretion.

The arrangement relating to Kingsoft Cloud Information
Technology was substantially similar to the arrangement
under the existing structure contracts relating to Kingsoft
Qijian and Chengdu Digital Entertainment. Subject to the
relevant disclosures in this annual report of the Company,
cloning of structure contracts similar to those relating to
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Kingsoft Qijian and Chengdu Digital Entertainment will not
be subject to the strict requirements of announcement and
shareholders’ approval under Chapter 14A of the Listing
Rules.

The independent non-executive Directors have reviewed
the structure contracts relating to Kingsoft Cloud
Information Technology, and have confirmed that:

o these structure contracts are similar and consistent
with those as disclosed in the prospectus of the
Company dated 24 September 2007,

o no dividends or any other distributions to the holders
of their equity interests were made by Kingsoft
Cloud Information Technology for the year ended
31 December 2019; and

o the terms of such structure contracts are fair and
reasonable so far as the Group is concerned and in
the interests of the shareholders and the Company
as a whole.

3. Continuing Transactions and Continuing
Connected Transactions

Continuing Connected Transactions with Xiaomi
Group

On 1 December 2014, the Company and Xiaomi entered
into a framework agreement. Pursuant to the framework
agreement, (i) the Group will provide various services to
Xiaomi Group, mainly including the cloud services and
promotion services; (ii) Xiaomi Group will provide various
services to the Group, mainly including the promotion
services; (iii) the Group will jointly operate games with
Xiaomi Group; and (iv) the Group will purchase Xiaomi
Group's products, for a term of two years from 1 January
2015 to 31 December 2016.

In order to renew the transactions under the previous
framework agreement for the next three years ended

31 December 2019, the Company and Xiaomi entered into
a framework agreement on 6 December 2016. Pursuant
to the framework agreement, (i) the Group will provide
various services to Xiaomi Group, mainly including the
cloud services and the promotion services; (ii) the Group
will jointly operate games provided by the Group with
Xiaomi Group; (iii) Xiaomi Group will provide various
services to the Group, mainly including the promotion
services; and (iv) Xiaomi Group will provide its products to
the Group, for a term of three years ended 31 December
2019.



On 4 April 2019, Kingsoft Cloud entered into a framework
agreement with Xiaomi, pursuant to which, the Group
will provide hardware products to Xiaomi Group from

4 April 2019 to 31 December 2019. For the year ended

31 December 2019, the annual cap for the fees payable
by Xiaomi Group to the Group under the framework
agreement is RMB90 million.

In order to renew the transactions under the above
framework agreements for the next three years ending

31 December 2022, the Company and Xiaomi entered
into the framework agreement on 2 December 2019

(the “Framework Agreement”). Pursuant to the
Framework Agreement, (i) the Group will provide various
comprehensive services to Xiaomi Group, mainly including
the cloud services, the promotion services, the mailbox
customized development services and advertising agency
services; (i) the Group will jointly operate games provided
by the Group with Xiaomi Group; (iii) the Group will
provide hardware products (mainly including server,
storage devices, load balancer and other hardware
products manufactured by independent third parties)
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to Xiaomi Group; (iv) Xiaomi Group will provide various
comprehensive services to the Group, mainly including the
promotion services, the software development services,
the canteen services and other ancillary services; and