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In 2017, the global economy grew steadily. China’s economy
continued its stable development trend and improved alongside
with the global situation, at a better than expected pace. The
national gross domestic product for the past year reached
RMB82,712.2 billion, representing a year-on-year increase of
6.9%', resulting in an overall stable performance while at the
same time securing progress with improvement. With living
standards gradually enhancing, China’s economy transitioned to
a new era of “upgraded consumption”. Innovative consumption
patterns have become an important issue to industries concerned
with enhancing the consumption experience. The reward of
‘points’ has become an essential means of developing consumer
behaviour and fostering their loyalty. The popularity of internet
shopping and mobile payment, and innovative technology such
as big data and blockchain, have boosted the application of
consumption points and led the consumption points industry
into a new age. On 11 January 2018, the Ministry of Commerce
established the “Consumption Points Research Centre”. The
consumption points business model in China is expected to
be further promoted with innovations that will bring a better
consumption points experience to businesses and consumers.

The year 2017 represented a period of breakthrough and
innovation for the Group. In July, the Digital Point Ecosystem
Alliance operational platform “Changyou” — jointly initiated by
the Group, CCB International and China UnionPay, with joint
investment from Bank of China, China Mobile and China Eastern
Airlines — was officially online and in external trial operation. As the
first heterogeneous point alliance in mainland China, “Changyou”
represents another milestone for China’s points operating industry
following the formation of an alliance for points realisation from
an initial single business-created points mall. Since 1 September,
“Changyou” has been fully connected to the points realisation
function of the “three giants” of state-owned enterprises, namely
Bank of China, China Mobile and China Eastern Airlines. On 1
October, “Changyou” launched a “Pay-by-Points” function which
enables users to pay with points at offline businesses covered
by UnionPay’s “mobile QuickPass”. “Changyou” has therefore
opened up broad prospects for offline points consumption.
Subsequently, “Changyou” accelerated the expansion of its points
consumption opportunities, launching a ticketing entertainment
function with Xishiqu (FE+[&) and an electronic flight ticketing
business with China Eastern Airlines. It also launched the “Chang
Xiang Hui” (%% 28) group buying business and the “Changyou
Credit” credit scoring product to provide reliable products and
services to more quality-minded users. “Changyou” combined the
strengths of its shareholders which include Fortune Global 100
companies and formed a system of realisation, settlement and
payment of digital points as virtual assets based on innovative
technologies such as big data and blockchain, through which the
Group has formed a new ecosystem based on the virtual assets
of our users and has created new opportunities for the Group
in the consumption points market. As of 31 December 2017,
“Changyou” had approximately 10 million registered users, driving
the creation of a new era in the development of the global digital
points market.

1. http://www.stats.gov.cn/tsj/zxfo/201801/t20180118_1574917.html
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In line with the rapid advancement of the internet, shopping
channels have generally shifted online, creating huge market
potential for electronic commerce. Online gross sales in China in
2017 amounted to RMB7,175.1 billion, representing a significant
increase of 32.2% compared to the same period last year?. The
Group has been engaged in the electronic commerce business
since March 2015, initially with a single business-to-business
platform, then further developing a business-to-customer platform.
In business-to-business, the Group engages with hundreds of
brand suppliers in Europe representing thousands of producers,
and has established strategic cooperative relationships with
several high-profile brand groups. In September 2015, the Group
launched a business-to-customer e-commerce platform with four
main product categories: affordable luxury, nursery, cosmetics and
health.

In 2018, the Group will increase its effort to develop the
“Changyou” Digital Point Business Ecosystem Alliance, and
currently offers digital consumption points in relation to the
banking, communications and airlines industries. The Group will
expand to other industries such as retail, travel, hotel, insurance
which are closely associated with our user’s lifestyles and has
potential in the consumption points market. Its scope will also be
expanded around the globe through cross-border cooperation
with industry-leading international enterprises, thus enriching
the overall variety of point resources. The Group will connect
with leading companies in various industries to promote user
registration and consumption via marketing promotion and
corporate brand marketing. The Group will also enrich virtual
commodities such as games, entertainment and other products
to enhance user loyalty. In terms of cooperating businesses, the
Group will issue points and provide new marketing channels for
its suppliers and business partners to increase the integration of
digital points. Meanwhile, the Group will launch an advertising
business to introduce business networks with our cooperating
businesses and realise a “three-win” situation for the Group, users
and business partners. The Group will expand development of
the points financing business by developing “Changyou Loan”
and constructing customers’ credit checking data using big data
resources, thereby entering the field of consumption financing
which has rigid consumer demand and enable customers to
complete loan installments while consuming. Additionally, the
Group plans to construct a cross-border virtual asset pool in a
joint effort with major financing payment companies in Europe and
the United States. This will integrate virtual digital point assets of
users around the globe with the technology such as blockchain
and cloud computing, and will lead the commercial society to an
age of intelligent interconnection through credit extension.

2. http.//www.stats.gov.cn/tsj/zxfo/201801/t20180118_1574935.html
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The value of the “Changyou” Digital Point Business Ecosystem
Alliance has gradually become apparent and can be expected
to bring long-term stable revenue to the Group in the future.
The Group will continue to invest time and resources to the
electronic commerce business, and will explore related business
opportunities to satisfy customer demand for online services.

On behalf of the Board, | would like to express my sincere
gratitude to our devoted and diligent staff, and to each
cooperation partner and shareholder for their firm support through
the years. Let’s make 2018 a fruitful year for you all.

By order of the board
Fortunet e-Commerce Group Limited

Cheng Jerome
Chairman
19 March 2018
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Management Discussion and Analysis

BUSINESS REVIEW

The Group is engaged in electronic commerce (“e-Commerce”)
business through cross-border electronic distribution platforms
and mobile applications sourcing, importing and channeling
authentic goods from suppliers abroad and then distributing and
reselling such goods to domestic retailers and consumers in
the People’s Republic of China (the “PRC”), and other general
trading businesses. The Group has developed an electronic
trading platform with a unique nature, and aims to integrate the
resources and strategic advantages of the joint venture partners
and operate the “Point-Connect” digital point alliance system
(“Changyou Digital Point Business Ecosystem Alliance”).
The points earned by customers through various channels can
be exchanged globally in the form of virtual assets and credit for
the consumption of merchandise, games, services and other
commercial transactions.

Before the disposal of Chang Feng Holding (Hong Kong) Limited
and its subsidiaries (the “Chang Feng Group”) in April 2017, the
Group was also an independent axle component provider for the
PRC’s medium duty truck (‘MDT”) and heavy duty truck (‘HDT”)
aftermarket and also an independent axle assembly provider
for the PRC’s MDT and HDT original equipment manufacturers
(“OEMSs”) market.

Owing to the continued deterioration of the business environment
of the HDT market, the demand for axle assembles has declined
significantly. In view of these circumstances, on 7 April 2017,
the Group entered into a conditional agreement to sell the entire
interest in Chang Feng Group, details of which are disclosed
in the Company’s announcement dated 7 April 2017 and the
supplemental announcement dated 19 April 2017. The disposal
was completed on 28 April 2017.

On 29 November 2016, Pointsea Holdings Company Limited
(“Pointsea Holdings”), a non-wholly-owned subsidiary of the
Company, entered into an agreement (the “Agreement”) with
Extra Step Investments Limited (“Extra Step”), a wholly-owned
subsidiary of China Mobile (Hong Kong) Group Limited (“China
Mobile”) and Joy Empire Holdings Ltd. (*Joy Empire”), a wholly-
owned subsidiary of Bank of China Group Investment Limited
(“Bank of China”), in relation to (i) the subscription of shares in
Pointsea Company Limited (“PCL”); and (i) the cooperation in the
development of the business of PCL and its subsidiaries. On 20
May 2017, China Eastern Airlines E-Commerce Co., Ltd (B fn
= EFEHBRRAR) (‘Eastern E-Commerce”), a wholly-owned
subsidiary of China Eastern Airlines Corporation Limited (“China
Eastern Airlines”), executed a deed of accession and joined as
a party to the Agreement in its capacity as one of the investors.
Please refer to the announcements of the Company dated 29
November 2016, 7 December 2016 and 30 June 2017 for further
details.
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Management Discussion and Analysis

BEER TR DT

On 20 June 2017, all the conditions precedent under the
Agreement had been fulfiled and completion of the subscription
of additional shares in PCL by Pointsea Holdings, Extra Step,
Joy Empire and Eastern E-Commerce took place pursuant to
the terms of the Agreement. PCL is held as to 50% by Pointsea
Holdings, around 16.67% by Extra Step, around 16.67% by Joy
Empire and around 16.67% by Eastern E-Commerce.

Changyou Digital Point Business Ecosystem Alliance

The Group has developed a membership point alliance, namely
the Changyou Digital Point Business Ecosystem Alliance with
various business partners, including Bank of China, China
Mobile and China Eastern Airlines. Such business partners
have integrated the digital alliance points of their respective
platforms into the “Changyou” platform, which allows such digital
points from various partnership entities and industries to be
interchangeable and redeemable as ‘virtual assets’ through the
“Changyou” platform. The users can redeem the alliance points
for customized merchandises, games, services by using the
“Changyou” platform. The platform intends to facilitate inclusive
financing through the use of the internet by allowing users to
purchase exchange and convert points earned under various
channels into alliance points, a virtual asset used for online and
offline consumption in merchandise or service transactions, which
aims to promote better financial planning and wealth preservation
for potential consumers in a secured environment.

The Changyou Digital Point Business Ecosystem Alliance
also proposes to feature new financial technologies such as
blockchain, which enables users to effectively extract and
develop big data samples and a precise and extensive database
of consumer transactions and consumption behaviour for the
purposes of developing a new three-in-one internet credit system
comprising corporate credit, individual credit and commodity
credit. The Group also plans to collaborate with leading
enterprises for blockchain technology research and development
in the future to develop a universal standardised software and
system solution for blockchain technology so as to make full use
of the Changyou Digital Point Business Ecosystem Alliance.

The “Changyou” platform was launched in September 2017. As
of 31 December 2017, the number of users of the platform has
increased substantially to approximately 10 million within only a
few months of operations.

For the year ended 31 December 2017, revenue from the
Changyou Digital Point Business Ecosystem Alliance business
amounted to approximately RMB0.94 million (2016: Nil). The total
revenue from this segment accounted for approximately 0.6% of
the Group’s total revenue.

@—Gortunet e-Commerce Group Limited Annual Report 2017)
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e-Commerce business

The Group has started the e-Commerce business since March
2015, initially through the operations of business-to-business
(“B2B”) platform. This B2B mode is to set up a direct path
between overseas suppliers, distributors and domestic retailers in
the PRC. The Group has commenced businesses with hundreds
of brand suppliers in Europe, covering thousands of brand
producers, and established strategic cooperation relationships
with famous brand groups. The Group has launched a business-
to-customer e-Commerce platform since September 2015 in
four main themes of product categories, namely affordable
luxury, nursery, cosmetics and health. The Company has
developed cooperation with well established partners in various
regions around the world. Besides, the Group has other trading
businesses.

For the year ended 31 December 2017, revenue from the Group’s
e-Commerce business segment amounted to approximately
RMB134.0 million (2016: approximately RMB302.1 million). The
total revenue from this segment accounted for approximately
80.0% (2016: approximately 78.4%) of the Group’s total revenue.

The revenue generated from the e-Commerce business had
significantly decreased in 2017 compared with 2016 due to (a)
increased competition in the e-commerce industry, resulting in a
negative profit margin; and (b) decreasing level of the Company’s
market share in the industry in relation to the traditional
e-commerce business models similar to the e-Commerce
business, the operations of which are solely in relation to the sale

- P
of merchandise and products, due to the increased completion of BTHERY
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Axle business

The Group sells axle assemblies directly to OEMs in the PRC
on a made-to-order basis to match its customers’ specification
requirements. A small portion of axle components are occasionally
sold to other axle assembly providers. The Group is an
independent axle component provider for China’s MDT and HDT
aftermarket with diversified product offerings among independent
axle component providers in the PRC.

The axle components are sold to customers in the aftermarket
through its extensive sales, marketing and services network across
the PRC. For the year ended 31 December 2017, revenue from
the Group’s OEM market and aftermarket business segment
amounted to approximately RMB32.7 million (2016: approximately
RMB83.4 million), representing a decrease of approximately
60.8% as compared with 2016, and accounted for approximately
19.5% (2016: approximately 21.6%) of the Group’s total revenue.
The axle business was disposed of in April 2017.

FINANCIAL REVIEW
Revenue

The Group recorded a consolidated revenue of approximately
RMB167.6 million (2016: approximately RMB385.5 million),
representing a decrease of approximately 56.5% as compared to
2016.

Revenue from the Changyou Digital Point Business Ecosystem
Alliance business was approximately RMB0.94 million for the year
ended 31 December 2017, representing approximately 0.6%
(2016: Nil) of the Group’s total revenue.

Revenue generated from the Group’s e-Commerce business
segment was approximately RMB134.0 million for the year ended
31 December 2017 (2016: approximately RMB302.1 million),
representing approximately 80.0% (2016: approximately 78.4%) of
the Group’s total revenue.

Revenue from the Group’s axle business segment for the year
ended 31 December 2016 was diminishing as a result of the
disposal of the axle business in April 2017.

Gross loss

Gross loss for the year ended 31 December 2017 amounted to
approximately RMB7.6 million, as compared with the gross loss of
approximately RMB12.7 million for the year ended 31 December
2016. The gross loss was mainly attributable to the gross loss
in the amount of approximately RMBO0.24 million, approximately
RMB2.4 million and approximately RMB4.9 million generated from
digital point business, e-Commerce business and axle business
respectively.

@—Gortunet e-Commerce Group Limited Annual Report 2017)
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Other income

Other income of the Group for the year ended 31 December 2017
amounted to approximately RMB2.7 million (2016: approximately
RMB22.8 million). The amount decreased was mainly attributable
to the disposal of Kaifeng Changfeng Group on 20 May 2016.

Impairment losses

Impairment losses of the Group for the year ended 31 December
2017 amounted to approximately RMB68.3 million (2016:
approximately RMB33.4 million), it mainly consists of reversal
of impairment loss recognised in respect of trade and other
receivable approximately RMB5.7 million (2016: impairment loss
of approximately RMB18.2 million); impairment loss of goodwill of
approximately RMB61.0 million (2016: Nil) and impairment loss of
intangible asset of approximately RMB13.0 million (2016: Nil).

The e-Commerce business has a negative profit margin,
continuous loss incurred and low business prospects. Based on
the Group’s recent forecast on the e-Commerce business and
certain relevant parameters such as the low future growth rate of
the e-Commerce business and decreasing value of the Group’s
intangible assets, the Group performed impairment assessment of
e-Commerce Business and made full impairment on goodwill and
intangible assets for the year ended 31 December 2017.

Selling and distribution expenses

Selling and distribution expenses of the Group for the year ended
31 December 2017 increased to approximately RMB48.3 million
(2016: approximately RMB26.8 million). The increase was mainly
attributable to the increase in sales and promotion activities for
“Changyou” platform in 2017 and the increase in the equity-settled
share based payment expenses when comparing with in 2016.

Administrative expenses

The Group’s administrative expenses for the year ended 31
December 2017 increase to approximately RMB113.4 million
(2016: approximately RMB76.3 million). The increase was mainly
attributable to the increase in the business scale of “Changyou”.
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Research and development costs

Research and development costs of the Group for the year ended
31 December 2017 increased to approximately RMB54.2 million
(2016: approximately RMB23.2 million). The increase was mainly
attributable to the development of blockchain technology.

Finance costs

The Group incurred finance costs of approximately RMB4.8
million for the year ended 31 December 2017, which represented
approximately 2.9% (2016: approximately 22.1%) of its revenue.
The decrease in percentage to revenue in 2017 was mainly
due to the net effect of decrease in revenue from approximately
RMB385.5 million in 2016 to approximately RMB167.6 million
in 2017, decrease in finance charges on the secured notes
and convertible bonds amounting to approximately RMB17.8
million and decrease in changes in fair value on the derivative
components of convertible bonds amounting to approximately
RMB59.0 million in 2017.

Loss for financial guarantee contracts issued

Loss for financial guarantee contracts issued represented the
maximum exposure as of 31 December 2016 arising from the
guarantees for bank loans drawn by a previous subsidiary of the
Group disposed of on 20 May 2016. No such guarantee was
granted as at 31 December 2017.

Taxation
Income tax expenses of approximately RMB47.2 million was

recorded for the year ended 31 December 2017 (2016: income tax
credit of approximately RMB25.5 million).
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LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2017, cash and cash equivalents of the
Group were approximately RMB393.0 million (31 December 2016:
approximately RMB90.0 million). As compared to 2016, cash
and cash equivalents increased by approximately RMB303.0
million, mainly due to net cash outflow arising from operating
activities of approximately RMB150.7 million (2016: approximately
RMB71.3 million), net cash outflow arising from investing activities
of approximately RMB38.4 million (2016: net cash outflow of
approximately RMB27.2 million) and net cash inflow arising from
financing activities of approximately RMB512.1 million (2016: net
cash inflow of approximately RMB13.6 million).

During the year, the Company bought back a total of 9,621,000
shares of the Company in September and October 2017 under
the general mandate granted to the Directors in the annual general
meeting of the Company held on 29 May 2017. All the repurchased
shares had been cancelled as of 31 December 2017. The total
consideration paid to buy back these shares was approximately
HK$10.5 million. Details of those transactions are as follows:
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Price per shares

Number of shares BRE®R
Month of buy-back bought back Highest Lowest Aggregate price
=8 A & EEROEE &S B BER
HK$ HK$ HK$
BT BT BT
September LA 7,811,000 1.13 1.05 8,481,520
October +A 1,810,000 1.10 1.08 1,972,300

On 7 December 2017, the Company made an announcement in
relation to the issuance of convertible bonds. US$10 million 13%
secured convertible bonds was subscribed by Chance Talent
Management Limited (“Chance Talent”), an indirect wholly-owned
special purpose vehicle of CCB International (Holding) Limited. The
US$10 million payable by Chance Talent for the subscription of the
convertible bonds was satisfied by way of off-setting the aggregate
outstanding amount of US$10 million payable by the Company
under the previous convertible bonds issued by the Company to
Chance Talent in June 2015. Accordingly, no proceeds arose from
the issue of the convertible bonds. The issuance of convertible
bonds was completed on 20 December 2017.

RZZE—tF+ A+ AREMEHBHEZTIRRES Y
A5 © 10,000,000 7T 13% B EA A AR E 5 Chance Talent
Management Limited ([Chance Talent|) (ZEREIES ($2A%) AR
AREE2ERANEREAF)REE - Chance Talent JEffE
AR AR &% 2 10,000,000 T E B ANA AR E AR B F Al
R -Z—HF/NA%17F Chance Talent 2 A[ AR EA 7B HHI N
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On 12 December 2016, the Company entered into a placing RZE—ARF+_A+ZH ARREREREITLEREH

agreement with a placing agent, pursuant to which the Company FOBUHARRREEAREREUSRIBETRERS
agreed to place, through the placing agent, a maximum of 291,218,000 G AR RIRR ) F R EABA c RZZE—+tF+=A
291,218,000 shares of the Company to independent placees at a =+—HB BRHOBES(RZT—+tF—AXNEZTK) TEHRIBEER
price of HK$1.98 per share. As of 31 December 2017, the actual B#ET

use of the proceeds from such placing of shares, which was
completed on 6 January 2017, was as follows:

Original use Revised use Actual use

of the Proceeds  of the Proceeds  of the Proceeds

RERS EH)) FgE

NEAR NEAR ERAR

Usage RMB (million) RMB (million) RMB (million)

Jiiked AR (BERT) ARE(EET) ARE(ESEL)

To fund the general working capital of the Company other than the Changyou Digital Point Business 53 53 53

Ecosystem Alliance business for the year ended 31 December 2017

HER T —tE T AT ALFEREARARGRATE B E B ERIN —REELS

To fund the Company’s subscription of 50.1% in the issued share capital of Treasure Ease Holdings Limited 40 40 40

BEAARREERZRBBAREEITRAS0.1%
To partially fund the working capital requirement for operating the Changyou Digital Point Business 31 76 76

Ecosystem Alliance business for the year ending 31 December 2017, which includes (a) capital
expenditure (such as acquisition of information system hardware, software, establishment of
technological platform, and construction of engine rooms); and (b) operating expense requirement (such
as marketing expenses, human resources expenses, and office rent)

BEBZE B+t AT HULFEEEGRETRA MR ERNREBNEEE T
BE@ERRS (MREEAAASEMS B BUBMTe  ARERTEE): k(b)&ERX
FRWEHERZ  ANERRAXRBLEES)

To fund (a) the capital expenditure for the year ending 31 December 2018; and (b) the operating expense, 377 229 -
for developing and operating the Changyou Digital Point Business Ecosystem Alliance business and
e-Commerce business

QREBZE-E-\F+ZA=t-BLFENERES : &
(o) AIERET E EGMBTRIBE L ABBAXBREFHEXBNEENY

For interest-bearing instrument to allow flexibility in the Company’s financial and treasury management - 47 31
ARENETANEARNEBNESERAREE

To fund the repurchase of shares of the Company - 9 9
AEREAR ARG

For the repayment of secured loan - 47 47
BEERERER

Total 501 501 256
st

As of 31 December 2017, the total balance of the unutilised REZE—tF+-A=+—H HREHEOMSHIERELEEY

proceeds was approximately RMB245 million. The Group intends RARE245BETT - AEBRGZE R ARERARBY RIBAR
that such unutilised proceeds will be substantially used to fund the BELGHYATES LB EEBIEHRES -

continued development and operations of the Changyou Digital
Point Ecosystem Alliance business.
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As at 31 December 2017, net current assets of the Group
amounted to approximately RMB408.7 million (31 December
2016: net current liabilities of approximately RMB137.8 million). As
at 31 December 2017, the current ratio (i.e. total current assets/
total current liabilities) of the Group was approximately 12.99 (31
December 2016: approximately 0.79).

As at 31 December 2017, total assets of the Group were
approximately RMB451.6 million (31 December 2016:
approximately RMB733.8 million) and total liabilities were
approximately RMB119.2 million (31 December 2016:
approximately RMB647.2 million). The debt ratio as at 31
December 2017 (i.e. total liabilities/total assets) was 0.26 as
compared to 0.88 as at 31 December 2016.

As at 31 December 2017, the Group had total borrowings
(including bank and other loans and convertible bonds)
of approximately RMB85.1 million (31 December 2016:
approximately RMB452.8 million). The gearing ratio (i.e. total
borrowing/total equity) was approximately 0.26 (31 December
2016: approximately 5.23).

Trade and other receivables

Trade and other receivables of the Group as at 31 December
2017 were approximately RMB34.1 million (31 December 2016:
approximately RMB315.4 million). The decrease in the balance
was mainly due to the proceeds receivable from the placement
of new shares of the company as at 31 December 2016 was
received in 2017.

Inventories

The inventory balance of the Group as at 31 December 2017 was
approximately RMB94,000 (31 December 2016: approximately
RMB29.3 million). The stock turnover increased from 8.58
times per year in 2016 to 11.94 times per year in 2017 as the
e-Commerce business of the Group required minimal level
inventory.

Trade and other payables

Trade and other payables of the Group as at 31 December
2017 were approximately RMB34.1 million (31 December 2016:
approximately RMB159.5 million). The decrease was mainly due to
disposal of axle business during the year.
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Pledged assets

As at 31 December 2017, the Group did not have pledged assets
(31 December 2016: approximately RMB107.1 million). The
following assets and their respective carrying values as at the end
of the reporting period are pledged to secure the Group’s bank
and other loans.

CHEAEE

RZB—tF+-A=+—0 FAEELTEEREE(CT—RF
TZAZ=+—HB : HAREI07T1BET) - U TEERNREH
RAEEEANREECD BR AR A EERRITREMERRHE
& o

2017 2016

—E—tF —ZE—RF

RMB’000 RMB’000

AR¥TT ARETT

Property, plant and equipment W - WS KR - 75,316
Lease prepayments TN HEERIE - 11,484
Trade and other receivables B 5 R H A FE U KT - 19,920
Pledged bank deposits BRI TF K - 428
- 107,148

Contingent liabilities

As at 31 December 2017, the Group had no significant contingent
liabilities (31 December 2016: RMB Nil).

Capital commitment

As at 31 December 2017, the Group had no contracted capital
commitments which were not provided in the financial statements.
As at 31 December 2016, the Group committed to inject RMB100
million in respect of investment in a company to be incorporated
under the formation of joint ventures.

Employees and remuneration policy

As at 31 December 2017, the Group had 283 employees
(81 December 2016: 410 employees). For the year ended 31
December 2017, total staff costs were approximately RMB87.1
million (2016: approximately RMB68.1 million).

During the year, the Group also provided internal training, external
training and correspondence courses for its staff in order to
promote self improvement and enhancement of skills relevant
to work. The remuneration of the Directors was determined with
reference to their position, responsibilities and experience and
prevailing market conditions.

Foreign exchange risk

The business of the Group is mainly located in the PRC and most
of the transactions are denominated in Renminbi. Most of the
assets and liabilities of the Group are computed in Renminbi. As
at 31 December 2017, the Group’s net foreign currency assets
amounted to approximately RMB183.3 million (31 December
2016: net foreign currency assets of approximately RMB58.5
million). During the year ended 31 December 2017, the Group did
not utilize any future contracts, currency borrowings and otherwise
to hedge against its foreign exchange risk. However, the Group
will continue to monitor the risk exposures and will consider to
hedge against material currency risk if required.
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SIGNIFICANT INVESTMENTS HELD, MATERIAL
ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES,
AND FUTURE PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

Save for the disposal of the axle business as disclosed in this
report, there were no other significant investments held nor
material acquisitions or disposals of subsidiaries during the
reporting period and there was no plan authorised by the Board
for other material investments or additions of capital assets as at
the date of this report.

PLEDGE OF SHARES BY CONTROLLING SHAREHOLDER

On 20 December 2017, the Company issued a secured
convertible bonds with face value of US$10 million to Chance
Talent. The convertible bonds bear interest at 13% per annum and
will mature on 3 June 2019. As at the date of this report, Century
Investment (Holding) Limited pledged its 109,343,662 ordinary
shares in the Company (the “Charged Shares”) to secure the
obligation of the Company under the secured convertible bonds.
The Charged Shares represent approximately 6.03% of the
issued share capital of the Company. For further details of this
transaction, please refer to the announcement of the Company
dated 7 December 2017.

DIVIDEND

The Board does not recommend payment of any final dividend for
the year ended 31 December 2017 (2016: Nil).

PROSPECTS
Changyou Digital Point Business Ecosystem Alliance

Changyou Digital Point Business Ecosystem Alliance aims to build
a general beneficial commercial and financial services platform to
unify the issue, trading, conversion and settlement of digital points.
“Changyou” integrates the extensive point resources from the
joint venture shareholders and partners, and, at the same time,
relies on the advantageous offline payment networks of business
partners who have strong business relationships with millions of
merchants in China, so as to create more advantages for point
rewards from the process of payment through the “e-wallet”
in “Changyou”, so that the users’ experience of point rewards
could be further enriched and improved. Specifically, “Changyou”
connects the digital consumption points from well-known and
leading enterprises from various industries, so that users could
enjoy the increase of advantages and upgrade of experience
from the point reward services. A win-win scenario could thus be
achieved via this business model by increasing the loyalty of users
while driving the principal businesses of the alliance members.

In addition to the consumption business from the traditional point
reward business, “Changyou” has introduced, diversified and
differentiated entertainment and lifestyle products and services.
The platform also introduces consumer finance business to its
large users base by leveraging on the platform’s advantages of
consumer flow and data as well as the products and services
provided by the alliance members in different industries, which
would generate revenue of a large scale for the finance business in
the near future.
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Also, the “Changyou” platform adopts an advanced and reliable
technical framework so as to ensure the users’ experience and the
platform security. Blockchain technology will be gradually applied
to the scenarios including account opening, trading, issue and
settlement of points in order to increase the popularity of digital
points trading and enhance the reliability of credit payment.

In 2018, “Changyou” aims to connect more digital points from
business partners from various industries so as to further enrich
and improve the users’ experience. “Changyou” is in the process
of negotiating and introducing well-positioned alliance members
from industries including petrochemical, travel, hospitality and
entertainment for increasing the source of digital points from
various industries. At the same time, it will introduce products
and services from industries such as healthcare, education and
travel in order to satisfy the needs for consumption upgrade and
consumer finance thereby enhancing the business model of dual-
wheels driving for “Changyou”.

Given the nature of the business and the operations, “Changyou”
is an asset light business which requires liquid assets to develop
and expand its business. The Group will continue to explore
and consider any fund financing opportunities for this business
segment at an appropriate valuation.

The Group will place more focus on the development of the
Changyou Digital Point Business Ecosystem Alliance which is
expected to generate a higher return and is also in all times looking
for business opportunities on financial sector, including loan
financing services and securities trading, which will supplement
our “Changyou” platform with a view to increase its users base,
users profiles, enhance revenue and return.

e-Commerce business

At present, there are a lot of business opportunities available to
our e-Commerce business, which is experiencing rapid growth
in the PRC. Looking forward, the Group will commit time and
resources to best leverage the resources committed for the
e-Commerce business and will continue to explore other related
business opportunities, including provision of services to fit its
customers’ needs in their online business.

Given the keen competition in the e-Commerce sector, the Group
will consider to put less focus on this low profit margin business
and will gradually integrate certain aspects of the e-Commerce
Business into our newly developed business of the Changyou
Digital Point Business Ecosystem Alliance in order to diversify the
Group’s business model and increase its competitiveness in the
market.
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Directors and Senior Management

The biographical details of Directors and senior management of
the Company during the year under review, and as at the date of
this report, are set out below:

EXECUTIVE DIRECTORS

Mr. Cheng Jerome, aged 65, was appointed as the chairman
and the executive Director on 25 March 2015. He joined Beijing
Century Fortunet Technology Co., Ltd (It Rt ZERIE AR
A F]) (“OPCO0”), a 51% owned subsidiary of the Company since
25 March 2015, in December 2014 and previously served as
the chief information officer of OPCo till December 2015. Mr.
Cheng graduated from University Paris 7 with a DEA (D’Etudes
approfondies) French degree in information technology in 1986.
He has working experience of over 24 years in the IT industry,
serving the AXA Group and Oracle Corporation, both of which
are among the Top 500 worldwide fortune companies. From
1986 to 1994, Mr. Cheng served the AXA Group successively
as network engineer and architect, head of network architecture
team and head of information technology system performance.
From 1998 to 2008, Mr. Cheng worked for BEA Systems, Inc., a
company specialized in enterprise infrastructure software products
which was acquired by Oracle Corporation in 2008, as principal
consulting engineer in BEA France, as managing consulting
engineer in BEA France, as pre-sales consulting manager in BEA
APAC region and as senior manager of BEA Technology Centre
in Beijing, China. In June 2008, Mr. Cheng joined Oracle Systems
Hong Kong Limited as the senior manager of soft development
and served as Principal Solution Architect of Oracle Fusion
Middleware worldwide architecture team from May 2010 to
December 2014.

Mr. Yuan Weitao, aged 51, was appointed as the executive
Director on 25 March 2015. He joined OPCo in September 2014
and currently serves as a director and executive vice president
of OPCo, and a director of each of Century Investment (Holding)
Limited (“CIH”), a substantial shareholder of the Company, and
Century East, a non-wholly owned subsidiary of CIH. Mr. Yuan
graduated from Tsinghua University with a bachelor’s degree in
engineering in 1989 and a master’s degree in engineering in 1992.
He has working experience of over 20 years in international trade,
telecommunications and media industries. Mr. Yuan joined China
National Electronics Import & Export Company (FFEIE T#H O
#/27)), administered by the Ministry of Mechanical Electronic
Devices of the People’s Republic of China, after his graduation
and worked in its overseas subsidiary as a marketing manager
in 1994. Mr. Yuan joined CIH as vice president in 1999 and was
responsible for project development and external cooperation of
CIH. Mr. Yuan has been the general manager of Beijing United
Online Technology Co. Ltd (It REAEERIBARAQR), a
subsidiary of China Mobile Communications Corporation (7 El
¥ Em{E%EEAF]) (“China Mobile”), in 2000; a vice-president
and the representative of the China office of CMBSat which was
a subsidiary of Echostar, one of the US leading satellite television
operators, in 2006; and a vice general manager of CSMM, a
subsidiary of China Telecommunications Corporation (FFEIE {55
E2d]), from 2010 to August 2014.
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Directors and Senior Management
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NON-EXECUTIVE DIRECTOR

Mrs. Guo Yan, aged 45, was appointed as the non-executive
Director on 25 March 2015. She has working experience of over
17 years in the IT industry. She has experience in the management
of IT sales and operation of over 15 years. She has led numerous
information/communications technology projects and has
extensive experience particularly in the new mobile internet
business model. Mrs. Guo graduated in testing technology and
instruments (18I ITE2 4522 ) from Xi'dian University in 1994 and
obtained a postgraduate diploma in astronomical instruments
and methods (KX f&EEsE2757%) from the Chinese Academy
of Science in 1997. From 1997 to 2014, Mrs. Guo worked for
Huawei Technologies Co., Ltd (EAFMTBERZAFT]) as a senior
client manager of eastern China region, a director of mobile
system division of China region, a director of the IT purchasing
division of the China region. Mrs. Guo also participated in the
market development of China Mobile in Shanghai as a team leader
and acted as a project manager in the project of the IT centralized
purchasing bid of China United Network Communications
Corporations Limited (Bl & BEH R A A).

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Wong Chi Keung, aged 63, was appointed as the independent
non-executive director on 25 March 2015. Mr. Wong obtained
a master’s degree in business administration from the University
of Adelaide in Australia. He is a fellow member of the Hong
Kong Institute of Certified Public Accountants, the Association
of Chartered Certified Accountants and CPA Australia and an
associate member of the Institute of Chartered Secretaries
and Administrators and the Chartered Institute of Management
Accountants. Mr. Wong is also a responsible officer for asset
management and advising on securities for CASDAQ International
Capital Market (HK) Company Limited under the SFO. Mr.
Wong has over 35 years of experience in finance, accounting
and management. Mr. Wong was an executive director, the
deputy general manager, group financial controller and company
secretary of Guangzhou Investment Company Limited (now
known as Yuexiu Property Company Limited), a company listed
on the Main Board of the Stock Exchange (stock code: 123) for
over ten years. He is also an independent non-executive director
and a member of the audit committee of Asia Orient Holdings
Limited (stock code: 214), Asia Standard International Group
Limited (stock code: 129), Century City International Holdings
Limited (stock code: 355), Nickel Resources International Holdings
Company Limited (formerly known as China Nickel Resources
Holdings Company Limited) (stock code: 2889), China Ting Group
Holdings Limited (stock code: 3398), ENM Holdings Limited
(stock code: 128), Golden Eagle Retail Group Limited (stock code:
3308), Paliburg Holdings Limited (stock code: 617), Regal Hotels
International Holdings Limited (stock code: 78), TPV Technology
Limited (stock code: 903), Yuan Heng Gas Holdings Limited
(stock code: 332), Zhuguang Holdings Group Company Limited
(stock code: 1176), and China Shanshui Cement Group Limited
(stock code: 691), all of which are companies listed on the Stock
Exchange. Mr. Wong was also an independent non-executive
director of PacMos Technologies Holdings Limited (now known
as PacRay International Holdings Limited) (stock code: 1010) and
Heng Xin China Holdings Limited (stock code: 8046).
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Mr. Chan Chi Keung Alan, aged 54, was appointed as the
independent non-executive Director on 25 March 2015. Mr. Chan
is a qualified solicitor admitted in England and Wales in October
1991 and in Hong Kong in February 1992. Mr. Chan practiced
corporate and commercial law for more than two decades.
He is an independent non-executive director and a member of
each of the audit committee, the remuneration committee and
the nomination committee of Focus Media Network Limited, a
company listed on the Growth Enterprise Market of the Stock
Exchange (stock code: 8112). Previously, Mr. Chan held a number
of regional general counsel roles with international corporations,
including legal vice president for NagaCorp Limited, a company
listed on the Main Board of the Stock Exchange (stock code:
3918), head of legal services of The Hong Kong Jockey Club
and the Greater China Legal Counsel for Sun Microsystems.
He was also an independent non-executive director, chairman
of the remuneration committee and a member of each of the
audit committee and nomination committee of L&A International
Holdings Limited, a company listed on the Growth Enterprise
Market of the Stock Exchange (stock code: 8195) from 25
September 2014 to 19 October 2015. Mr. Chan obtained a
bachelor of science degree in civil engineering from the Aston
University of Birmingham, England and a bachelor of laws degree
in China Law from the China University of Political Science and
Law in Beijing, China. Mr. Chan is a registered civil celebrant in
Hong Kong; a council member of the China Overseas Friendship
Association, Beijing, China (FFZE/ESMNEEEIEE); a committee
member by Special Appointment of the Eighth Zhuhai Committee
of the Chinese People’s Political Consultative Conference (H B A
RECAtEERHEIMENEZESIFIEZEZE) and a director of
the Hong Kong Chiu Chow Chamber of Commerce Limited.

Mr. Liu Jialin, aged 55, was appointed as the independent non-
executive director of the Company. Mr. Liu also serves as the
independent non-executive director of China Merchants Securities
Co., Ltd (stock code: 6099) and Far East Horizon Limited (stock
code: 3360). Mr. Liu has been the managing director of Cinda
International Asset Management Limited since February 2011.
From 1992 to 2007, Mr. Liu worked for Morgan Stanley group of
companies and once served as a member of the Management
Committee and Asia Executive Committee as well as a Managing
Director in the Fixed Income Division in Hong Kong. Mr. Liu has
over 20 years of experience in finance and securities industry. Mr.
Liu obtained a bachelor’'s degree in science majoring in physics
from Peking University and a master’s degree in science majoring
in physics from Massachusetts Institute of Technology.

Directors and Senior Management
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MANAGEMENT TEAM

Mr. Mak Hing Keung, Thomas, aged 55, is the chief financial
officer of the Company. Mr. Mak holds a Bachelor degree of
Commerce from Queen’s University, Canada. Mr. Mak is a
member of the Chartered Professional Accountants of Canada,
a fellow member of the Hong Kong Institute of Certified Public
Accountants and a member of Hong Kong Business Accountants
Association. Mr. Mak has over 25 years corporate finance and
accounting experience in Hong Kong and overseas. Mr. Mak was
the chief operations officer of HF Financial Group (China) Limited.
Prior to HF Financial Group (China) Limited, Mr. Mak was the chief
financial officer and company secretary in various Main Board
listed and private companies. Mr. Mak worked for an investment
bank and Listing Division of the Stock Exchange respectively. Mr.
Mak has also worked for an interational accounting firm in Hong
Kong, Singapore and Canada for over seven years. Mr. Mak is
currently a non-executive director and member of audit committee
and remuneration committee of Huge China Holdings Limited
(stock code: 428), a company listed on the Main Board. Mr. Mak
was appointed as independent non-executive director, chairman
of audit committee and member of remuneration committee of
China Greenfresh Group Company Limited (stock code: 6183), a
company listed on the Main Board with effect from 27 May 2015.
He is also an Independent Non-executive Director of Tao Heung
Holdings Limited (stock code: 573) since 1 March 2007. Besides,
he was also appointed as a member of both Audit Committee
and Remuneration Committee of Tao Heung Holdings Limited on
9 June 2007. He was an executive director of Millennium Pacific
Group Holdings Limited (stock code: 8147), a company listed on
the GEM Board.

Mr. Chan Chi Keung, Billy, aged 44, is the financial controller,
company secretary, and one of the authorised representatives of
the Company. He graduated from Hong Kong Baptist University
with an Honours Degree with major in Accounting. He is a fellow
member of the Association of Chartered Certified Accountants.
He is an independent non-executive director and a member of
each of the audit committee, the nomination committee and the
remuneration committee of Boill Healthcare Holdings Limited
(stock code: 1246). Mr. Chan has over 20 years’ experience in
auditing, accounting and financial management. He had worked
in South China Media Group for 15 years from December 1999
to May 2015 and his latest position was the deputy financial
controller. He had worked in South China Land Limited (formerly
named as Capital Publications Limited, stock code: 8155) from
January 2004 to June 2008 as the qualified accountant and
company secretary.
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The Board is pleased to present the annual report and the audited
financial statements of the Group for the year ended 31 December
2017.

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands on
21 May 2008 under The Companies Law, Cap. 22 (Law 3 of
1961, as consolidated and revised) of the Cayman Islands with
(“Companies Law”) with limited liability.

In preparing for the listing of the Company’s shares on the
Main Board of the Stock Exchange, the Group underwent a
reorganization. As a result, the Company became the holding
company of each of the companies currently comprising the
Group. Details of the reorganization are set out in the prospectus
of the Company dated 13 September 2010. The shares of the
Company were listed on the Main Board of the Stock Exchange
on 24 September 2010.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details
of the principal activities of its subsidiaries are set out in note 17 to
the financial statements.

RESULTS AND DISTRIBUTION

The results of the Group for the year ended 31 December 2017
are set out in the financial statements on page 57.

The Board does not recommend the payment of any final dividend
in respect of the year ended 31 December 2017.

FINANCIAL STATEMENTS

The summary of the results, assets and liabilities of the Group for
the year ended 31 December 2017 is set out on pages 57 to 161.

RESERVES

Movements in the reserves of the Group during the year ended 31
December 2017 are set out on page 61.

SHARE CAPITAL

Changes in share capital of the Company for the year ended
31 December 2017 are set out in note 29(c) to the financial
statements.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the articles of
association of the Company (the “Articles”) or the laws of Cayman
Islands, which would oblige the Company to offer new shares to
existing shareholders on a pro-rata basis.

Directors’ Report
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SHARE OPTION SCHEME

Pursuant to the resolutions in writing passed by all shareholders
of the Company on 28 June 2010, the Company approved and
adopted a share option scheme for the purpose of enabling the
Group to grant options to selected participants as incentives or
rewards for their contribution to the Group (the “Share Option
Scheme”).

During the year ended 31 December 2017, 5,000,000 share
options were lapsed under the Share Option Scheme and no
share options were granted or exercised. As at 31 December
2017, the number of outstanding share options is 75,000,000.

As at the date of this report, the total number of shares of the
Company available for issue under the Share Option Scheme
was 262,313,027 shares of the Company, which represented
approximately 4.4% of the shares of the Company in issue. The
Share Option Scheme became effective on 24 September 2010
and the options issued pursuant to the Share Option Scheme will
expire no later than 10 years from the date of grant of the option.
Under the Share Option Scheme, the Board may grant options
to any employees, directors, advisors, consultants, suppliers,
customers, distributors and such other persons who in the sole
opinion of the Board will contribute or have contributed to the
Company or any of its subsidiaries to subscribe shares of the
Company.

For any options granted to Directors, chief executives or
substantial shareholders of the Company, options to be granted
shall be approved by the independent non-executive Directors
(excluding any independent non-executive Director who is the
proposed grantee of options). The number of shares issued and
to be issued in respect of options granted and may be granted to
any individual in any one year is not permitted to exceed 1% of the
total shares of the Company in issue at any point in time, without
prior approval from the shareholders.

The amount payable on acceptance of an option is HK$1.00,
which will be payable on or before a prescribed acceptance date.
In relation to any options granted under the Share Option Scheme,
the exercise price is determined by the Directors, and will not
be less than the highest of (i) the closing price of the Company’s
shares on the date of grant; (iij the average closing price of the
shares for the five business days immediately preceding the date
of grant; and (iii) the nominal value of the Company’s share.

The Share Option Scheme does not contain any minimum
period(s) for which an option must be held before it can be
exercised. However, at the time of granting of the options, the
Board may specify any such minimum period(s).

Unless otherwise terminated by the Board or the shareholders in a
general meeting in accordance with the terms of the Share Option
Scheme, the Scheme shall be valid and effective for a period of
10 years from the date on which it became unconditional which
was 24 September 2010, after which no further options will be
granted or offered but the provisions of the Share Option Scheme
shall remain in full force and effect to the extent necessary to give
effect to the exercise of any subsisting options granted prior to the
expiry of the 10-year period or otherwise as may be required in
accordance with the provisions of the Share Option Scheme. The
remaining life of the Share Option Scheme is approximately 2.5
years.
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As at 31 December 2017, options to subscribe for 75,000,000
ordinary shares of the Company were outstanding, details of
which are set out below and in the note 26 to the financial

RZZT—+tF+=A=1+—8  AIREALQF 75,000,000 %
R BEIGAERTTIE - EFEBER TR IEHmERME26 -

statements:
Outstanding  Granted during  Lapsed during Exercised during Outstanding
asat theyearended theyearended the year ended as at
1 January 31 December 31 December 31 December 31 December
Name 2017 2017 2017 2017 2017
RBZ REZE REZE

RZB—tF “E—tF “E—tF “E—tF RZZ—tf
-f-A +=A=t+-A +=B=t+-H +=B=t+-H +=BA=t+-H
®E AT LFEESRHE EFEEXXK JIR:353 T AT
Mr. Cheng Jerome Cheng Jerome %t £ 15,000,000 - - - 15,000,000
Mr. Yuan Weitao RESTE 15,000,000 - - - 15,000,000
Mrs. Guo Yan B 15,000,000 - - - 15,000,000
Others Hity 35,000,000 - 5,000,000 - 30,000,000
Total mr 80,000,000 - 5,000,000 - 75,000,000

MAJOR SUPPLIERS AND CUSTOMERS FTEHEBREF

During the year under review, the aggregate sales attributable
to the Group’s five largest customers comprised approximately
94.5% of the Group’s total sales and the sales attributable to
the Group’s largest customer were approximately 56.9% of the
Group’s total sales. The aggregate purchases during the year
under review attributable to the Group’s five largest suppliers
were approximately 80.6% of the Group’s cost of sales and
the purchases attributable to the Group’s largest supplier were
approximately 47.4% of the Group’s cost of sales.

So far as is known to the Directors, none of the Directors, their
associates or substantial shareholders (which own more than 5%
of the Company’s issued share capital) has any interest in the
share capital of any of the five largest customers and suppliers of
the Group.

RELATIONSHIPS WITH EMPLOYEES, SUPPLIERS AND
CUSTOMERS

The Group understands that employees are valuable assets. The
Group provides competitive remuneration package to attract
and motivate the employees. The Group regularly reviews the
remuneration package of employees and makes necessary
adjustments to conform to the market standard.

The Group’s business is built on a customer-oriented culture.
The Group also understands that it is important to maintain good
relationship with its suppliers and customers to fulfil its immediate
and long-term goals. To maintain its market competitiveness
within the industry, the Group aims at delivering constantly high
standards and high quality products and services to its customers.
During the year under review, there was no material and significant
dispute between the Group and its suppliers and/or customers.

BANK AND OTHER LOANS

Particulars of bank and other loans of the Group as at 31
December 2017 are set out in note 23 to the financial statements.

REBEFER  ARELATPEEHEEQRIEAEEHERR
#)94.5% - MAKEFZFATF B HEBAEAREEHEBAY
56.9% - REIBEFERN - AEED KHEMEGERBARGEARE
B ER AL B80.6%  MAKERAHEFEERBERAMEAS
B ERAKIA7.4% °
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BARRREBETRAESR A LZ AL)RARENAREF EAK
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DONATIONS

The Group did not make any charitable and other donations during
the year under review (2016: RMB Nil).

PROPERTY, PLANT AND EQUIPMENT

As at 31 December 2017, the Group held property, plant and
equipment of approximately RMB8.8 million. Details of the
movements are set out in note 13 to the financial statements.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S SHARES

During the year ended 31 December 2017, the Company bought
back a total of 9,621,000 shares of the Company on the Stock
Exchange. All the shares bought back were subsequently
cancelled by the Company. Details of those transactions are as
follows:

Price per share

Month of  Number of shares

buy-back bought back Highest Lowest Aggregate price
HK$ HK$ HK$

September 7,811,000 1.13 1.05 8,481,520

October 1,810,000 1.10 1.08 1,972,300

Save for the placing of shares of the Company which was
completed on 6 January 2017 and the share repurchases as
disclosed above, neither the Company nor any of its subsidiaries
had purchased, sold or repurchased any of the listed shares of the
Company during the year ended 31 December 2017.

DIRECTORS

During the year under review and as at the date of this report, the
Board comprised the following directors:

Executive Directors

Mr. Cheng Jerome (Chairman)
Mr. Yuan Weitao

Non-Executive Director
Mrs. Guo Yan
Independent Non-Executive Directors

Mr. Wong Chi Keung

Mr. Liu Erhfei (resigned on 1 April 2017)
Mr. Chan Chi Keung, Alan

Mr. Liu Jialin (appointed on 1 April 2017)

In accordance with article 84 of the Articles, each of Mrs. Guo Yan
and Mr. Wong Chi Keung will retire from the office of Director by
rotation and, being eligible, will offer themselves for re-election at
the forthcoming annual general meeting.
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DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors and non-executive Director
entered into a service agreement with the Company for a term
of three years commencing from 25 March 2018, whereas each
of the independent non-executive Directors entered into a letter
of appointment with the Company for a term of three years
commencing from 25 March 2018, except that Mr. Liu Jialin
entered into a service agreement with the Company for a term of
three years commencing from 1 April 2017.

None of the Directors being proposed for re-election at the
forthcoming annual general meeting has a service contract with
any member of the Group which is not determinable by the Group
within one year without payment of compensation (other than
statutory compensation).

CONFIRMATION OF INDEPENDENCE

The Company has received from each of the independent non-
executive Directors an annual confirmation of their independence
pursuant to Rule 3.13 of the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”) and
considers all the independent non-executive Directors to be
independent.

DIRECTORS’ REMUNERATION

The Remuneration Committee considers and recommends to the
Board the remuneration and other benefits paid by the Company
to the Directors. The remuneration of all Directors is subject to
regular monitoring by the Remuneration Committee to ensure that
the levels of their remuneration and compensation are appropriate.
Details of Directors’ remuneration are set out in note 10 to the
financial statements.

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 23 to 26 of
the annual report.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

Save as disclosed under the section headed “Connected
Transactions” below and the section headed “Material Related
Party Transactions” in note 32 to the financial statements, there
was no contract of significance in relation to the Group’s business
to which the Company or any of its subsidiaries was a party to
and in which a Director had a material interest in, whether directly
or indirectly, and subsisted at the end of the financial year under
review or at any time during the financial year under review.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS
None of the Directors held any interests in any competing business

against the Company or any of its jointly controlled entities and
subsidiaries for the year ended 31 December 2017.
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DIRECTORS’ RIGHTS TO PURCHASE SHARES OR
DEBENTURES

At no time during the year under review were rights to acquire
benefits by means of the acquisition of shares in or debentures of
the Company granted to any Director or their respective spouse
or minor children, or were any such rights exercised by them; or
was the Company, its holding company, or any of its subsidiaries
or fellow subsidiaries a party to any arrangement to enable the
Directors to acquire such rights in any other body corporate.

SUBSIDIARIES

Details of the major subsidiaries of the Company as of 31 December
2017 are set out in note 17 to the financial statements.

INTERESTS AND SHORT POSITIONS OF THE
DIRECTORS AND CHIEF EXECUTIVE OF THE COMPANY
IN THE SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2017, the interests and short positions of the
Directors or chief executives of the Company or their respective
associates had any interests or short positions in the Shares,
underlying Shares or debentures of the Company or its associated
corporations (within Part XV of the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SFO”))
which were required to be notified to the Company and the
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
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 which were required,
pursuant to section 352 of the SFO, to be entered in the register
referred to therein, or which were required, pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code”), to be notified to the Company and the Stock
Exchange, were as follows:

ESBERONES 2 EF

REBEEEREAER - SRR EAESHFRES QRBIRK
FTARTHEBBEARRBMREF AT AE SRR
BETMEITE AR ZSHERN  ARTF - HERA R SEAERME
RAEKFE RN ERAINESEBEM LY BEEFABAEAME
EABERZERER -

M E]

AAREEMBRARAN T —+F+ B =+ BMEBERNE
MBI EAT o

$§2§$&§%ﬁﬁk§%ﬂﬁﬁ ~ MR RES T A
RRxR

RZB—tF+-A=1+—0B ARAEFHHZSTBRABHR
ZXBHBEALNAR R SEIBRAR CE% L EEEDIF 571
SRS MAEGD ([ BFRBEER ) EXVE) D - B
NREZFTRAREEFLBEGEOIEXVIBE7 RDEANE
ARBREAHEXSMARAR ([BIA]) O EAEE AR
(BIERIEES R B G000 G B OR EE SR R A s &
KR ARIEE 5 N B R P15 362 (7R L8N RZ R BT i & R
M SORE - IIRBE EMRITAESETES X HHIRETA
(MBEFR ) ARG ARR M X ez FOkR » AT

Number of
underlying shares
comprised in options

Approximate
percentage of
shares in issue

Name of Directors (note 1) (note 2)
BEEERERN HEBITRDH
EEng HERRGEE (ME1) SHAED (ME2)
Mr. Cheng Jerome Cheng Jerome 5& 4 15,000,000 0.83%
Mr. Yuan Weitao RIEEERE 15,000,000 0.83%
Mrs. Guo Yan ElP Y oqun 15,000,000 0.83%
Notes: Wia -
1. These represent interest in underlying shares of the Share Option Scheme 1. ZERGIER = F—FFNA =1/ AERABERE BT R =F—~

adopted on 28 June 2010 and options granted on 3 October 2016.

2. Based on a total of 1,813,509,272 issued shares of the Company, as at
31 December 2017.
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Saved as disclosed above, as at 31 December 2017, none of
the Directors and the chief executives of the Company or their
respective associates had any interests or short positions in the
Shares, underlying Shares or debentures of the Company or its
associated corporations (within Part XV of the SFO) which were
required to be notified to the Company and the Stock Exchange
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 which were required,
pursuant to section 352 of the SFO, to be entered in the register
referred to therein, or which were required, pursuant to the Model
Code, to be notified to the Company and the Stock Exchange.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2017, to the best of the Director’s knowledge,
the following persons (other than the Directors and chief
executives of the Company) had or deemed or taken to have
interests and short positions of 5% or more in the shares of the
Company which would fall to be disclosed under provision of
Divisions 2 and 3 of Part XV of the SFO or as recorded in the
register required to be kept under Section 336 of the SFO:
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Long positions in the Shares and underlying Shares of our AATRDRABERDNETE
Company

Approximate
Name of substantial Interest in percentage of
Shareholders Nature of Interest Shares shareholding Notes

BORE

FTERRER ERtE B3R R Bt =
Century Investment (Holding) Limited (“CIH”) Beneficial interest 566,885,318 31.26 1,6
Century Investment (Holding) Limited oy
Starr International Foundation Interest of controlled corporations 224,710,691 12.39 2,6
Starr International Foundation SEAEE
Beijing Enterprises Real Estate (HK) Limited Beneficial interest 151,515,000 8.35 3,6
R EX (HE)BRAF BEmiEm
Yang Liu Interests of controlled corporations 148,400,000 8.18 4,6
2k IR EE S
Taiping Trustees Limited Beneficial interest 138,888,000 7.66 5,6
ANEEFRAERAA s
Notes: Htat -
1. CIH is wholly owned by Ms. Pun Tang. A charge over the 109,343,662 1. CIHH#1Pun Tang X 1+ 2 Z# A ° ¥ CIH#F B 109,343,662 B & 17 1£ 11

Shares held by CIH had been created in favour of Chance Talent
Management Limited. Chance Talent Management Limited is wholly
owned by CCBI Investments Limited, which is in turn wholly owned
by CCB International (Holdings) Limited. CCB International (Holdings)
Limited is wholly owned by CCB Financial Holdings Limited, which is
in turn wholly owned by CCB International Group Holdings Limited.
CCB International Group Holdings Limited is wholly owned by China
Construction Bank Corporation, which is owned as to 57.26% by Central
Huijin Investment Ltd.

L{ Chance Talent Management Limited A5 A #9750 > Chance Talent
Management Limited 21 CCBI Investments Limited 2&### + CCBI
Investments Limited 1 ZREIER (FER) BIR I Al 2 EHER  ZREIR (17
BR)BRAEIHETT2BIFRERA ]2 ERE - BiTEBERERAE]
HETTEIR EFTR AR A G2 EER o BTTEREBITR RN S
B IRTTIR (D B IR ] 2 BHER » HEERRITR(D B IR B
RESIREFRE R AIHHE7.26% °
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2. Starr Investments Cayman I, Inc. and Starr Investments Cayman
V, Inc. are the beneficial owners of Shares as to 6.33% and 6.06%
respectively. Starr Investments Cayman I, Inc. is wholly-owned by
Starr International Cayman, Inc., which is in turn wholly-owned by Starr
Insurance and Reinsurance Ltd.. Starr Insurance and Reinsurance Ltd.
and Starr Investments Cayman V, Inc. are wholly-owned subsidiaries
of Starr International Investments Ltd., which is in turn wholly-owned
by Starr International Company Inc.. Starr International Company Inc.
is wholly-owned by Starr International AG, which is wholly-owned by
Starr International Foundation, a charitable foundation established in
Switzerland.

3. Beijing Enterprises Real Estate (HK) Limited is wholly owned by 1t Fiti%
EEHFRETAT, which is in turn wholly owned by Beijing Enterprises
Group Company Limited. Beijjing Enterprises Group Company Limited is
wholly owned by the State-owned Assets Supervision and Administration
Commission of the People’s Government of Bejjing Municipality.

4. Riverwood Asset Management (Cayman) Limited, Atlantis Investment
Management (Ireland) Limited and Atlantis Investment Management
(Hong Kong) Limited are the beneficial owners of Shares. Riverwood
Asset Management (Cayman) Limited is wholly owned by Yang Liu.
Atlantis Investment Management (Ireland) Limited and Atlantis Investment
Management (Hong Kong) Limited are wholly owned by Atlantis Capital
Holdings Limited which is in turn wholly owned by Yang Liu.

5. Taiping Trustees Limited is the beneficial owner of Shares. The ultimate
controlling shareholder of Taiping Trustees Limited is China Taiping
Insurance Group Limited, which is ultimately controlled by the State
Council of the PRC.

6. Based on a total of 1,813,5609,272 issued shares of the Company as at
31 December 2017.

SUFFICIENCY OF PUBLIC FLOAT

Based on information available to the Company and within
the knowledge of the Directors, the Company has maintained
sufficient public float throughout the year ended 31 December
2017.

RETIREMENT SCHEME

The Group operates a Mandatory Provident Fund Scheme
(“MPF Scheme”) under the Hong Kong Mandatory Provident
Fund Schemes Ordinance for employees employed under the
jurisdiction of the Hong Kong Employment Ordinance. The MPF
Scheme is a defined contribution retirement scheme administered
by independent trustees. Under the MPF Scheme, each of the
employer and employee are required to make contributions of 5%
of the employees’ relevant income to the scheme, subject to a cap
of monthly relevant income of HK$30,000. Contributions made to
the scheme are vested immediately.

The employees of the subsidiaries in the People’s Republic of
China participate in the retirement schemes operated by the local
authorities. The subsidiaries are required to contribute a certain
percentage of their salaries to these schemes to pay the benefits.
The only obligation of the Group in respect to these schemes
is the required contributions under the schemes. For the year
ended 31 December 2017, the Group’s total contributions to the
retirement schemes charged in the income statement amounted
to approximately RMB3.9 million (2016: approximately RMB3.2
million). Details of the Group’s retirement scheme and the basis of
calculation are set out in note 7(b) to the financial statements.
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CODE ON CORPORATE GOVERNANCE PRACTICES

The Company is committed to the establishment of good
corporate governance practices and procedures with a view to
enhancing investor confidence and the Company’s accountability
and transparency. The Company therefore strives to attain
and maintain effective corporate governance practices and
procedures. Throughout the year ended 31 December 2017 and
save as disclosed herein this report, the Company has complied
with the code provisions as set out in the Corporate Governance
Code and Corporate Governance Report (the “CG Code”)
contained in Appendix 14 to the Listing Rules. The Group’s
principal corporate governance practices are set out on pages 36
to 46 of the annual report.

CONNECTED TRANSACTIONS

The Company (as lender) and Century Network Holding Limited
(@ non-wholly owned subsidiary of the Company) (as borrower)
entered into the Loan Agreement on 11 June 2015, pursuant to
which the Company conditionally agreed to advance an unsecured
loan of an aggregate amount of not more than US$22 million
to its 51% owned subsidiary, Century Network. The details are
disclosed in the Company’s announcement dated 11 June 2015.
As at 31 December 2015, the full amount of US$22 million was
advanced to Century Network Holding Limited by the Company.

RELATED PARTY TRANSACTIONS

None of the related party transactions set out in the section
headed “Material Related Party Transactions” in note 32 to
the financial statements constitutes connected transactions or
continuing connected transactions of the Company which is
required to be disclosed under the Listing Rules. The Directors
confirm that the Company has complied with the disclosure
requirements in accordance with Chapter 14A of the Listing Rules.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from
Thursday, 24 May, 2018 to Tuesday, 29 May 2018, both days
inclusive, during which period no transfer of shares will be
registered. In order to determine who are entitled to attend and
vote at the forthcoming annual general meeting of the Company
to be held on Tuesday, 29 May 2018, all transfer documents
accompanied by the relevant share certificates must be lodged
with the Company’s Hong Kong share registrar, Computershare
Hong Kong Investor Services Limited, at Rooms 1712-1716, 17th
Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong for
registration no later than 4:30 p.m. on Wednesday, 23 May 2018.

AUDITORS

The consolidated financial statements for the year ended 31
December 2017 have been audited by KPMG who shall retire
at the forthcoming annual general meeting of the Company. A
resolution will be proposed at the forthcoming annual general
meeting of the Company to re-appoint KPMG as auditor of the
Company.

By order of the Board
Cheng Jerome
Chairman

Hong Kong, 19 March 2018
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The Company is committed to the establishment of good
corporate governance practices and procedures with a view to
being a transparent and responsible organization which is open
and accountable to the Company’s shareholders. The Board
strives to adhere to the principles of corporate governance
and has adopted sound corporate governance practices to
meet the legal and commercial standards, focusing on areas
such as internal control, fair disclosure and accountability to all
shareholders to ensure the transparency and accountability of all
operations of the Company. The Company believes that effective
corporate governance is an essential factor to create more value
for its shareholders. The Board will continue to review and improve
the corporate governance practices of the Group from time to time
to ensure that the Group is led by an effective Board in order to
optimize return for shareholders.

Save as disclosed herein, the Company had complied with the CG
Code as set out in Appendix 14 to the Listing Rules throughout
the year ended 31 December 2017.

The Board consists of six Directors, two of whom are executive
Directors, one of whom is an non-executive Director and
three of whom are independent non-executive Directors. The
functions and duties conferred on the Board include convening
shareholders’ meetings and reporting on the work of the Board
to the shareholders at shareholders’ meetings as may be
required by applicable laws, implementing resolutions passed at
shareholders’ meetings, determining the Company’s business
plans and investment plans, formulating the Company’s annual
budget and final accounts, formulating the Company’s proposals
for dividend and bonus distributions as well as exercising other
powers, functions and duties as conferred on it by the Articles
and applicable laws. The management team is delegated with
the authority and responsibilities by the Board for the day-to-
day management and operations of the Group. The Board meets
regularly to review the financial and operating performance of the
Company, and considers and approves the overall strategies and
policies of the Company. The composition of the Board is well
balanced with the directors having sound industry knowledge,
extensive corporate and strategic planning experience and/or
expertise relevant to the business of the Group. The executive
Directors, non-executive Director and independent non-executive
Directors bring a variety of experience and expertise to the
Company.

The composition of the Board during the year ended 31 December
2017 and up to the date of this report is set out below:

Mr. Cheng Jerome (Chairman)
Mr. Yuan Weitao

Mrs. Guo Yan
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Mr. Wong Chi Keung

Mr. Chan Chi Keung, Alan

Mr. Liu Jialin (appointed on 1 April 2017)
Mr. Liu Erhfei (resigned on 1 April 2017)

The biographical details of the current Board members are set out
under the section headed “Directors and Senior Management” on
pages 23 to 26 of this report. 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. The
independent non-executive Directors are expressly identified in all
corporate communications pursuant to the Listing Rules.

During the year ended 31 December 2017, the Board at all
times met the requirements of the Listing Rules relating to the
appointment of at least three independent non-executive directors
with at least one independent non-executive director possessing
appropriate professional qualifications or accounting or related
financial management expertise, and the independent non-
executive directors represented over one-third of the Board.

The Company has received an annual confirmation of
independence from each of its independent non-executive
Directors pursuant to Rule 3.13 of the Listing Rules.

Based on the contents of such confirmation, the Company
considers that the three independent non-executive Directors are
independent and that they have met the specific independence
guidelines as set out in Rule 3.13 of the Listing Rules.

All Directors have separate and independent access to the
Company’s management team to fulfill their duties and, upon
reasonable request, to seek independent professional advice
in appropriate circumstances, at the Company’s expense. All
Directors also have access to the company secretary who is
responsible for ensuring that the Board procedures, and all
applicable rules and regulations, are followed. An agenda and
accompanying Board/committee papers are distributed to the
Directors/Board committee members with reasonable notices
in advance of the meetings. Minutes of Board meetings and
meetings of Board committees, which record in sufficient detail the
matters considered by the Board and decisions reached, including
any concerns raised by Directors or dissenting views expressed,
are kept by the company secretary and are open for inspection by
Directors.

The Company has arranged for appropriate and sufficient
insurance coverage on directors’ liabilities in respect of legal
actions taken against its directors arising out of corporate
activities.

The Board meets regularly to review the financial and operating
performance of the Company, and considers and approves the
overall strategies and policies of the Company.

There is no other relationship among members of the Board, the
Chairman or the Chief Executive Officer.
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Each of the executive Directors and the non-executive Director has
entered into a service agreement with the Company for an initial
term of three years commencing from 25 March 2018, whereas
each of the independent non-executive Directors has entered into
a letter of appointment with the Company and is appointed for
an initial term of three years commencing from 25 March 2018,
except that Mr. Liu Jialin entered into a service agreement with the
Company for a term of three years commencing from 1 April 2017.

In accordance with article 84 of the Articles, at each annual
general meeting one-third of the Directors for the time being (or, if
their number is not a multiple of three, the number nearest to but
not less than one third) shall retire from office by rotation provided
that every Director shall be subject to retirement at least once
every three years.

Prior to 16 June 2015, the roles and duties of the Chairman and
the Chief Executive Officer of the Company are carried out by
different individuals and have been clearly defined in writing. The
Chairman of the Board is Mr. Wong Kwai Mo (before 25 March
2015) and Mr. Cheng Jerome (after 25 March 2015), and the Chief
Executive Officer is Mr. Lai Fengcai. The positions of Chairman
and Chief Executive Officer are held by separate persons in order
to preserve independence and a balance of views and judgement.
With the support of the management team, the Chairman is
responsible for ensuring that the Directors receive adequate,
complete and reliable information in a timely manner and
appropriate briefing on issues arising at Board meetings. The Chief
Executive Officer focuses on implementing objectives, policies and
strategies approved and delegated by the Board. He is in charge
of the Company’s day-to-day management and operations. The
Chief Executive Officer is also responsible for developing strategic
plans and formulating the organizational structure, control systems
and internal procedures and processes for the Board’s approval.

On 16 June 2015, Mr Lai Fengcai resigned as Chief Executive
Officer. The Company is in the process of identifying a suitable
candidate to assume the role as chief executive officer of the
Company.

Directors keep abreast of responsibilities as a director of the
Company and of the conduct, business activities and development
of the Company. Every newly appointed Director will receive a
formal, comprehensive and tailored induction on the first occasion
of his/her appointment to ensure appropriate understanding of the
business and operations of the Company and full awareness of
director’s responsibilities and obligations under the Listing Rules
and relevant statutory requirements.

Directors participated in appropriate continuous professional
development to develop and refresh their knowledge and skills to
ensure that their contribution to the Board remains informed and
relevant. They were involved in relevant training courses at the
Company’s expenses. All Directors also read materials in relation
to regular update to statutory requirements, Listing Rules and
other relevant topics related to a listed company.
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As an integral part of sound corporate governance practices,
the Board has established the following Board committees to
oversee the particular aspects of the Group’s affairs. Each of these
committees comprises independent non-executive Directors who
are being invited to join as members.

The audit committee of the Company (the “Audit Committee”)
was established in compliance with Rules 3.21 and 3.22 of the
Listing Rules and with written terms of reference in compliance
with the CG Code. The primary duties of the Audit Committee
are to review and monitor the Company’s financial reporting and
internal control principles of the Company and to provide advice
and comments to the Board. The members meet regularly with
the external auditors and the Company’s management team
for the review, supervision and discussion of the Company’s
financial reporting and internal control procedures and ensure
that management has discharged its duty to have an effective
internal control and risk management system. During the year
2017, and prior to 1 April 2017, the Audit Committee consists of
three members, namely Mr. Wong Chi Keung, Mr. Liu Erhfei and
Mr. Chan Chi Keung, Alan, of whom were all independent non-
executive Directors. Mr. Wong Chi Keung, who has appropriate
professional qualifications and experience in accounting matters,
was appointed as the chairman of the Audit Committee. On 1 April
2017, Mr. Liu Erhfei resigned as member of the Audit Committee
and Mr. Liu Jialin was appointed to fill a casual vacancy.

The Audit Committee held two meetings during the year under
review to review the financial results of the Group and significant
issues on the financial reporting and compliance procedures,
internal control and risk management systems.

The Audit Committee has reviewed the consolidated financial
statements of the Group for the year ended 31 December 2017,
including the accounting principles and practices adopted by the
Group, selection and appointment of the external auditors.

During the period under review, the Audit Committee was
also responsible for determining the policy for the corporate
governance of the Company performing the corporate governance
duties as below:

o to develop and review the Group’s policies and practices on
corporate governance and make recommendations to the
Board;

o to review and monitor the training and continuous
professional development of the Directors and management
team;

o to review the adequacy and effectiveness of the systems of
risk management and internal control of the Group;

o to review and monitor the Group’s policies and practices
on compliance with all legal and regulatory requirements
(where applicable);

° to develop, review and monitor the relevant code of
conduct and compliance manual (if any) applicable to
employees and directors of the Group; and

° to review the Group’s compliance with the CG Code and
disclosure requirements in the Corporate Governance Report.
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The remuneration committee of the Company (the “Remuneration
Committee”) was established on 24 September 2010 with
written terms of reference in compliance with the CG Code.
During the year 2017, and prior to 1 April 2017, the Remuneration
Committee was chaired by Mr. Liu Erhfei with two Directors,
namely Mr. Cheng Jerome and Mr. Wong Chi Keung, as
members. On 1 April 2017, Mr. Liu Erhfei resigned as chairman
of the Remuneration Committee and Mr. Liu Jialin was appointed
to fill a casual vacancy. The principal responsibilities of the
Remuneration Committee are to formulate and recommend
remuneration policy to the Board, make recommendations to the
Board on the Company’s policy and structure for all Directors’
and management team’s remunerations, approve and review
management’s proposals with reference to the Board’s corporate
goals and objectives and make recommendations to the Board
on the remuneration of non-executive Directors of the Company.
The Board expects the Remuneration Committee to exercise
independent judgment and ensure that executive Directors do not
participate in the determination of their own remunerations.

The Remuneration Committee held one committee meeting during
the year under review to review and made recommendation to the
Board on the remuneration policy and structure of the Company
and remuneration packages of Directors.

The nomination committee of the Company (the “Nomination
Committee”) was established on 24 September 2010. During
the year 2017 the chairman was Mr Cheng Jerome, an executive
Director of the Company, with two other members, namely
Mr. Wong Chi Keung and Mr. Chan Chi Keung, Alan. The
Nomination Committee is responsible for determining the policy
for the nomination of Directors, reviewing the structure, size and
composition of the Board, making recommendation to the Board
on selection of candidates for directorships, appointment and
reappointment of Directors and Board succession and assessing
the independence of independent non-executive Directors.

The Company adopts the board diversity policy and recognizes
board diversity as the key element for the achievement of its
strategic goals and sustainable development. In considering the
composition and diversity of the Board, the Company takes into
account a number of factors from various aspects, including but
not limited to gender, age, cultural and educational background,
ethnicity, professional experience, skills, knowledge and length of
service. All decisions regarding appointment of members of the
Board will be based on the candidates’ meritocracy having regard
to a set of objective standards that take into account the benefits
of board diversity.

Selection of candidates will be based on a set of diversity criteria,
including but not limited to gender, age, cultural and educational
background, ethnicity, professional experience, skills, knowledge
and length of service. The ultimate decision will be made with
reference to the candidates’ merits and contributions to the Board.

The Nomination Committee held one meeting during the year
under review to review the structure, size and composition of the
Board and the independence of the independent non-executive
Directors.
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The individual attendance record of each Director at the meetings
of the Board, Audit Committee, Remuneration Committee,
Nomination Committee and the general meeting of the Company
during the year ended 31 December 2017 is set out below:

BEZT—+F+-_A=+—BIFE SNEFHFEES -
EREEE FHNZEES REZESGEUNRADAKERE
EVEA LR E s T

Audit Remuneration Nomination Annual
Board Committee Committee Committee General
Meeting Meeting Meeting Meeting Meeting
6 gHzEg ¥Mzeg REZEE RRAFAE
Executive Directors HITEE
Mr. Cheng Jerome Cheng Jerome 7L 3/4 N/A 1/1 11 11
Mr. Yuan Weitao RERRE 4/4 N/A N/A N/A 11
Non-executive Director HRTEE
Mrs. Guo Yan Hif 3 e 1/4 N/A N/A N/A 11
Independent non-executive Directors BUHHTEE
Mr. Wong Chi Keung HIBEE 4/4 2/2 1/1 11 1/1
Mr. Liu Erhfei (resigned on 1 April 2017) =Rk
(R=E—+FRF—HEHF) 12 1 11 N/A N/A
Mr. Chan Chi Keung, Alan BEELE 4/4 212 N/A 1 0/1
Mr. Liu Jialin (appointed on 1 April 2017) ey it
(REF—+FRA—HEZHE) 202 1 N/A N/A 1

Code Provision A.6.7 of the CG Code provides that independent
non-executive directors and non-executive directors should attend
general meetings of the Company. Mr. Chan Chi Keung, Alan was
not able to attend the annual general meeting of the Company
hold on 29 May 2017 due to his other engagement in other
commitments.

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (‘“Model Code”) as set
out in Appendix 10 to the Listing Rules as its own code of conduct
for securities transactions. Specific enquiries have been made
with all Directors, who have confirmed that, during the period
under review, they were in compliance with the required provisions
set out in the Model Code. All Directors declared that they have
complied with the Model Code for the year ended 31 December
2017.

@—Gortunet e-Commerce Group Limited Annual Report 2017)

REEET R SFRNEE A6.7 IR B 3EMITE E M IFIT
EFAREARRRRAE - REBLEERGEHFEARAN_-Z
—tEFERAZTARBRTZRRBERS  HHREHEEEME
% o

ARRERMNLETRBMEAOPTEN LT ETAESETES
RGNRETR ([REFR D IERREETESRIINTRTE
ERESFHABSHEER  REREEBA-EETRET
BIFEHRERY - 2REFERRENBE_ZT—LF+-A
=+ —RUEFEA-BEETRETRNRE -



Mr. Chan Chi Keung, Billy, the Company Secretary of the
Company, is a full time employee of the Group and has day-to-
day knowledge of the Company’s affairs. He also serves as the
secretary of the Audit Committee, the Nomination Committee and
the Remuneration Committee as organized by the board from time
to time. During the year 2017, the Company Secretary complied
with the relevant professional training requirement under Rule
3.29 of the Listing Rules. The biographical details of the Company
Secretary is set out in the section headed “Directors and Senior
Management” on page 26 in this report.

The Directors acknowledge their responsibility for preparation of
the financial statements for the financial year ended 31 December
2017 which give a true and fair view of the state of affairs of
the Company and of the Group at that date and of the Group’s
results and cash flows for the year then ended and are properly
prepared on the going concern basis in accordance with the
applicable statutory requirements and accounting standards. The
statement of the external auditors of the Company about their
reporting responsibilities on the financial statements is set out in
the “Independent Auditor’s Report”.

During the year ended 31 December 2017, the remuneration paid
or payable to the Group’s auditors, KPMG, in respect of their audit
and non-audit services are as follows:
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Amount
x|
RMB’000
ARETT

Items HE
Audit services ZE RS 2,200
Internal control advisory services A EBEE A ARTS -
Disposal services BERE -
Total g 2,200

The Board is responsible for maintaining sound and effective
internal control and risk management systems in order to
safeguard the Group’s assets and shareholders’ interests, and
review and monitor the effectiveness of the Company’s internal
control and risk management systems on a regular basis so as
to ensure that internal control and risk management systems
in place are adequate. The Company has established written
policies and procedures applicable to all operating units to ensure
the effectiveness of internal controls. The Company also has a
process of identifying, evaluating, and managing the significant
risks to the achievement of its operational objective. This process
is subject to continuous improvement and has been in place since
24 September 2010 and up to the date of this report. The day-to-
day operation is entrusted to the individual department, which is
accountable for its own conduct and performance, and is required
to strictly adhere to the policies set by the Board. The Company
carries out reviews on the effectiveness of the internal control and
risk management systems from time to time in order to ensure
that they are able to meet and deal with the dynamic and ever
changing business environment.
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The risk management framework includes identifying significant
risks in the Group’s operation environment and evaluating the
impacts of those risks on the Group’s business; developing
necessary measures to manage those risks; and monitoring and
reviewing the effectiveness of such measures. The implementation
of risk management framework of the Group was assisted by the
Group’s internal audit function so that the Group could ensure
new and emerging risks relevant to the Group’s operation are
promptly identified by the management, assess the adequacy of
action plans to manage these risks and monitor and evaluate the
effectiveness of the action plans. These are on-going processes
and the Audit Committee reviews periodically the Group’s risk
management systems.

The Audit Committee reported to the Board the implementation
of the Group’s risk management and internal control policy which,
among other things, included the determination of risk factors,
evaluation of risk level the Group could take and effectiveness of
risk management measures. Based on the reports from internal
audit function and the Audit Committee, the Board believes that
the existing internal control and risk management systems are
adequate and effective.

o Any two 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 (the “Eligible
Shareholders”) shall at all times have the right, by a written
requisition signed by the Eligible Shareholders concerned
(the “Requisition”), to require the Board to convene an
extraordinary general meeting, and to put any resolution so
requisitioned to vote at such extraordinary general meeting.

. Eligible Shareholders who wish to requisition the Board to
convene an extraordinary general meeting for the purpose
of proposing a resolution at the extraordinary general
meeting must deposit the Requisition at the principal place
of business of the Company in Hong Kong at Room 1001-
1009, 10/F, Sun Hung Kai Centre, 30 Harbour Road,
Wanchai, Hong Kong.

o The Requisition must state clearly the names of the
Eligible Shareholders concerned, specify the objects of
the meeting, and be signed by the Eligible Shareholders
concerned. The Eligible Shareholders must prove their
shareholdings in the Company to the satisfaction of the
Company.
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. The Company will check the Requisition and the identities
and the shareholdings of the Eligible Shareholders will
be verified with the Company’s branch share registrar.
If the Requisition is found to be proper and in order and
in compliance with the memorandum and articles of
association of the Company, the Board will within 21
days of the date of deposit of the Requisition, proceed
duly to convene an extraordinary general meeting to be
held within a further 21 days, for the purpose of putting
any resolution(s) proposed by the Eligible Shareholders
to vote at such extraordinary general meeting. However,
if the Requisition has been verified as not in order and
not in compliance with the memorandum and articles of
association of the Company, the Eligible Shareholders
concerned will be advised of this outcome and accordingly,
the Board will not convene an extraordinary general meeting
and will not put any resolution(s) proposed by the Eligible
Shareholders to vote at any such extraordinary general
meeting or any other general meeting of the Company.

o If within 21 days of the date of deposit of the Requisition,
the Board has not advised the Eligible Shareholders that
the Requisition is not in order and not in compliance
with the memorandum and articles of association of the
Company, and the Board has failed to proceed to convene
an extraordinary general meeting, the Eligible Shareholders
themselves (or any one or more of the Eligible Shareholders
who holds more than one-half of the total voting rights of
all the Eligible Shareholders who signed the Requisition)
may proceed to convene the extraordinary general meeting
in the same manner, as nearly as possible, as that in
which general meetings may be convened by the Board
in accordance with the memorandum and articles of
association of the Company, provided that the extraordinary
general meeting so convened must be held before the
expiration of three months from the date of deposit of
the Requisition. All reasonable expenses incurred by the
Eligible Shareholders concerned as a result of the failure of
the Board shall be reimbursed to the Eligible Shareholders
concerned by the Company.

The Board recognizes the importance of maintaining a clear,
timely and effective communication with the shareholders of the
Company and investors. The Board also recognizes that effective
communication with its investors is critical in establishing investors’
confidence and attracting new investors. Therefore, the Group is
committed to maintaining a high degree of transparency to ensure
the investors and the shareholders of the Company will receive
accurate, clear, comprehensive and timely information of the
Group through the publication of annual reports, interim reports,
announcements and circulars. The Company also publishes all
corporate communications on the Company’s website at www.
fortunetecomm.com. Further, shareholders of the Company may
send their enquiries and concerns to the Board by addressing
them to the principal place of business of the Company in Hong
Kong. The Board maintains regular dialogues with institutional
investors and analysts from time to time to keep them informed
of the Group’s strategy, operations, management and plans. The
Directors and members of various board committees will attend
the annual general meeting of the Company and answer any
questions raised. The resolution of every important proposal will be
proposed at general meetings separately.
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TEERRE

The chairman of general meetings of the Company would explain
the procedures for conducting a poll before proposing a resolution
for voting. The poll results will be announced at general meetings
and published on the websites of the Stock Exchange and the
Company, respectively. In addition, the Company regularly meets
with institutional investors, financial analysts and financial media,
and promptly releases information related to any significant
progress of the Company, so as to promote the development of
the Company through mutual and efficient communications.

During the year under review, there was no change to the
constitutional documents of the Company.

Shareholders, investors and the media can make enquiries to the
Company through the following means:

Telephone number: (852) 2776 8500

By post: Room 1001-1009,
10/F, Sun Hung Kai Centre,
30 Harbour Road,
Wanchai, Hong Kong
Attention: Mr. Chan Chi Keung, Billy
By email: ir@fortunet.com.hk
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Independent Auditor’s Report

B RZBENER S

Independent auditor’s report to the shareholders of
Fortunet e-Commerce Group Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
Fortunet e-Commerce Group Limited (the “Company”) and
its subsidiaries (the “Group”) set out on pages 57 to 161,
which comprise the consolidated statement of financial
position as at 31 December 2017, the consolidated
statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity
and the consolidated cash flow statement for the year then
ended and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give
a true and fair view of the consolidated financial position of
the Group as at 31 December 2017 and of its consolidated
financial performance and its consolidated cash flows
for the year then ended in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”) issued by the
Hong Kong Institute of Certified Public Accountants (the
“HKICPA”) and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong
Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSASs”) issued by the HKICPA.
Our responsibilities under those standards are further
described in the Auditor’s responsibilities for the audit of
the consolidated financial statements section of our report.
We are independent of the Group in accordance with the
HKICPA’s Code of Ethics for Professional Accountants
(the “Code”) together with any ethical requirements that
are relevant to our audit of the consolidated financial
statements in the Cayman Islands, and we have fulfilled
our other ethical responsibilities in accordance with these
requirements and the Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.
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KEY AUDIT MATTERS

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

Valuation of goodwill and intangible assets

Refer to Notes 15 and 16 to the consolidated financial
statements and the accounting policies in Note 2(j)(ii).

The Key Audit Matter How the matter was

addressed in our audit

In March 2015, the
Group acquired 51%
equity interests in Century
Network Holding Limited
(“Century Network”) which
operates e-commerce
business. As a result, e evaluating management’s
the Group recognised identification of cash-
goodwill and intangible generating unit (“CGU”)
assets related to the and the amounts of
e-commerce business goodwill and intangible
with the costs amounted assets allocated to the
to RMB61,013,000 e-commerce CGU by
and RMB21,917,000, reviewing the basis of
respectively. allocation;

Our audit procedures to
assess the valuation of
goodwill and intangible
assets included the
following:

The e-commerce business ® assessing and
of the Group is in an early challenging the key
development stage with assumptions adopted
certain expected business by management in its
growth in future periods. cash flow forecast of the
In view of the slower than e-commerce business,
expected growth and including unique visitor
uncertainties surrounding numbers, conversion
the future growth, there is rates and amount per
a risk that the goodwill and customer transaction
intangible assets may be by comparing the key
impaired. assumptions, where
possible, with market
and other external
available information;
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B ZBENHRE

KEY AUDIT MATTERS (CONTINUED)

The directors considered
that there were indicators
of impairment of these
assets and prepared the
impairment assessment
of the cash generating
unit (“CGU”) to which the
assets were allocated
using the value in use
model and fair value
less costs of disposal
model. The impairment
assessment involves
significant degree of
management judgement,
particularly in relation
to the key assumptions
adopted, including
unique visitor numbers,
conversion rates and
amount per customer
transaction, the discount
rate applied in the
discounted cash flow
forecast and the remaining
useful economic lives
and price volatility of the
relevant assets.

comparing the
revenue and operating
costs included in the
discounted cash flow
forecasts prepared in the
prior year with the current
year's performance of
the e-commerce CGU to
assess how accurate the
prior year’s discounted
cash flow forecasts were
and making enquiries
of management as to
the reasons for any
significant variations
identified;
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KEY AUDIT MATTERS (CONTINUED)

We identified the valuation
of goodwill and intangible
assets as a key audit
matter because the
impairment assessments
of these assets involve
a significant degree of
management judgement
in relation to the key
assumptions adopted
in the impairment
assessment model, some
of which are inherently
uncertain and may be
subject to management
bias.

involving our internal
valuation specialists to
assist us in evaluating
the methodology used
by management in
its preparation of the
discounted cash flow
forecast with reference
to the requirements of
the prevailing accounting
standards;

involving our internal
valuation specialists to
assist us in evaluating the
discount rate applied in
the discounted cash flow
forecasts by assessing
whether the discount rate
applied in the discounted
cash flow forecasts were
within the range adopted
by other companies in
the same industry;

involving our internal
valuation specialists to
assist us in assessing
the key assumptions
adopted in the
calculation of the fair
value less costs of
disposal of the intangible
assets, including the
remaining economic
useful lives and price
volatility of the relevant
assets, by assessing
whether the key
assumptions were within
the range adopted by
other companies in
the same industry or
performing recalculations
by using market and
other external available
information derived from
similar industries or
comparable transactions;
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B ZBENHRE

KEY AUDIT MATTERS (CONTINUED)

obtaining from
management the
sensitivity analyses of
the key assumptions,
including unique visitor
numbers, conversion
rates and amount per
customer transaction,
and the discount
rate adopted in the
discounted cash flow
forecast, and the
remaining economic
useful lives adopted
in the fair value less
costs of disposal
calculations prepared
by management, and
assessing the impact
on the conclusion of the
impairment assessment,
the impairment charged
for the year and whether
there were any indicators
of management bias; and

considering the
appropriateness of
disclosures in the
consolidated financial
statements in respect
of impairment testing of
goodwill and intangible
assets with reference to
the requirements of the
prevailing accounting
standards.

INFORMATION OTHER THAN THE
CONSOLIDATED FINANCIAL STATEMENTS AND
AUDITOR’S REPORT THEREON

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

Our opinion on the consolidated financial statements does
not cover the other information and we do not express any
form of assurance conclusion thereon.
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INFORMATION OTHER THAN THE
CONSOLIDATED FINANCIAL STATEMENTS AND
AUDITOR’S REPORT THEREON (CONTINUED)

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

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

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors are assisted by the Audit Committee in
discharging their responsibilities for overseeing the Group’s
financial reporting process.
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Independent Auditor’s Report
B BT E

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud
or error, and to issue an auditor’s report that includes our
opinion. This report is made solely to you, as a body, and
for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the
contents of this report.

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

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

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

° Obtain an understanding of internal control relevant
to the audit in order to design audit procedures
that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

° Evaluate the appropriateness of accounting policies
used and the reasonableness of accounting
estimates and related disclosures made by the
directors.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

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

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

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

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

We also provide the Audit Committee with a statement
that we have complied with relevant ethical requirements
regarding independence and communicate with them
all relationships and other matters that may reasonably
be thought to bear on our independence and, where
applicable, related safeguards.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

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

The engagement partner on the audit resulting in this
independent auditor’s report is Wan Chi Yau, Charles.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

19 March 2018
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

GEREREMZERG R

for the year ended 31 December 2017 BZ=Z—+tF+-A=+—HIFE
(Expressed in Renminbi (‘RMB"))  (AARME (T AR ) FI/R)

2017 2016
—E—+tF —ERF
Note RMB’000 RMB’000
BisE ARET T ARBT T

Revenue A 4 167,632 385,468
Cost of sales SHEM A (175,216) (398,180)
Gross loss EEH 4(b) (7,584) (12,712)
Other income H AU A 5 2,673 22,806
Selling and distribution expenses HE RN HAZ (48,317) (26,841)
Administrative expenses TE R (113,368) (76,275)
Research and development costs T EE R AR (54,229) (23,200)
Impairment losses RIEESE 6 (68,329) (33,404)
Loss from operations REEIE (289,154) (149,626)
Finance costs BhE AN 7(a) (4,812) (85,288)
Loss on financial guarantee BRAFTE N ISR

contracts issued ABHIEE 28 - (30,965)
Gain on disposal of subsidiaries HERB AR 8 141,495 =
Loss before taxation MRBLATE 18 7 (152,471) (265,879)
Income tax Fris#i 9 (47,210) 25,512
Loss and total comprehensive income FRFEERZEBAELE

for the year (199,681) (240,367)
Attributable to: BUR AR :

Equity shareholders of the Company RABERRER (66,413) (176,604)

Non-controlling interests eI (133,268) (63,763)
Loss and total comprehensive income FREERZHBAEZTE

for the year (199,681) (240,367)
Loss per share BREER

Basic (RMB) ER(ARE) 12(a) (0.04) 0.12)

Diluted (RMB) BE(ARE) 12(b) (0.05) (0.12)

The notes on pages 64 to 161 form part of these financial

statements.
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Consolidated Statement of Financial Position
e MBI RE

at31 December 2017 R=2—tF+=-A=+—A8
(Expressed in RMB) (LA AER¥EZI7R)

2017 2016
—E—+tHF —T—RF
Note RMB’000 RMB’000
B &E ARETT ARET T
Non-current assets FREBEE
Property, plant and equipment L E N ] 13 8,805 82,970
Lease prepayments B HEERE 14 - 11,207
Intangible assets W AE 15 - 22,667
Goodwill EES 16 - 61,013
Deferred tax assets RETIEEE 27(b) - 50,487
8,805 228,344
Current assets RBEE
Inventories FE 18 94 29,259
Trade and other receivables B 5 M E MW IR 19 49,646 315,373
Assets classified as held-for-sale DEEFEHEZEE 20 - 70,398
Pledged bank deposits BEBIRITIF 30 461
Cash and cash equivalents He MRS EER 21 392,994 90,002
442,764 505,493
Current liabilities REAE
Trade and other payables B 5 R HAMEFIE 22 34,096 159,511
Bank and other loans RITREAME K 23(a) - 195,665
Secured notes HEPRE 24 - 141,161
Convertible bonds AR ES 25 - 115,976
Provisions 5 28 - 30,965
34,096 643,278
Net current assets/(liabilities) FRBEE(AR) 408,668 (137,785)
Total assets less current liabilities HWEERRBER 417,473 90,559
Non-current liabilities ERBARS
Convertible bonds AR ES 25 85,075 =
Deferred tax liabilities ELEHIEBE 27(b) - 3,946
85,075 3,946
NET ASSETS EEFE 332,398 86,613

The notes on pages 64 to 161 form part of these financial F64BE161 B AR BEREK 2 —2H °
statements.
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Consolidated Statement of Financial Position
e AR R

at 31 December 2017 R=T—+&F+=-A=+—H
(Expressed in RMB)  (MAAREFIR)

2017 2016
—E—tF —ERF
Note RMB’000 RMB’000
LiEzg AR¥T T ARETTT

CAPITAL AND RESERVES BEXR e 29
Share capital &N 117,978 108,209
Reserves 1 276,162 66,798

Total equity attributable to equity RN TR R R E LA

shareholders of the Company 394,140 175,007
Non-controlling interests IR (61,742) (88,394)
TOTAL EQUITY WL 332,398 86,613

Approved and authorised for issue by the board of
directors on 19 March 2018.

R-Z-NF=ATNAEESSHERENE -

Cheng Jerome Yuan Weitao

Cheng Jerome =ESE
Director (Chairman) Director
EBEFE(LE) FE

The notes on pages 64 to 161 form part of these financial F 64 BEE 161 BN AARIBEmK 2 —#5 °

statements.
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Consolidated Statement of Changes in Equity

FEERRER

for the year ended 31 December 2017 HBE=—FT—+F+-_A=1+—HILFE
(Expressed in RMB) (A ARKZII’R)

Attributable to equity shareholders of the Company

KARERRRES
Non-
Share Share Capital Surplus Other  Accumulated controlling Total
capital  premium reserve  reserves reserve losses Total interests equity

Bx BBER  EARR BMEE  RMEE  ZwER CEE
RVBOO  RMBOO  RMBOX  RMBO  RMBOD  RMBOD  RMBO  RWBON  RWBON
AR ABRTT  ARRTR  ARMTR  ARRTR  ARMTR  ARMTR  ARRTR ARMTR

(Note29(c)  (Note 29(d)f)) ~ (Note 29(cfi)  (Note 29(al) (Note 29(c)(i))
(o) (Bskoou) (Hstoo) (seosim) (Bisk29m)
Balance at 1 January 2016 WNoF-rE-R-RR 98,597 787,138 226,982 149020 (1703 (1,160,133 93,861 21,770) 72,01
Changes in equity for 2016; “E-REZERED:
Loss and fotal comprehensive income KEREERZENAEE
forthe e : . - - (e (TR ) pHaK
Efecton equiy arsing fomacquiston ~—~~ WEE—-TEHERRENER
of addional interest in  subsicary Yienze - - - - 2893 - 289 (28%) -
Efecton equiy aing fom captd FERERRRR B
inecton rom non-controling DaaNkENzE
equity shareholder into a subsidiary - - - - - - - 2 R
Issuance of shares Bkh 062 234132 - - - - U3 - u3e
Equit-setted share-based EaEERMBER RS
transaction (Note 26 (Fitog) - - N - - -1 -1
9,652 234,132 11,073 - 289 - 257,750 2861) 204,889
Balance at 31 December 2016 W=B-AET2A=1-A
pii 108200 1021270 238,065 149,020 (48100 (1,336,737) 175,007 (88,394) 86,613

The notes on pages 64 to 161 form part of these financial Fe4EZE 161 BN AATBREKZ 25 °
statements.

@—(Fortunet e-Commerce Group Limited Annual Report 2017)



Balance at 1 January 2017

Changes in equity for 2017:
Loss and total comprehensive income
forthe year

Effect on equty arising from capial
inections from non-controling
equity sharenolders into subsiclaries

Issuance of shares (Note 29(c/i)

Purchase of own shares (Note 29(c/i)

- par value pad

- premium paic

Effect on equty arising from
(isposal of sUbsiclaries

Equity-settled share-based
transaction (Note 26)

Balance at 31 December 2017

The notes on pages 64 to 161 form part of these financial

statements.

R-8-tF-A-Rukh

TR-tEZRRAD:
FERERRREUALE

HERERRRAME
DAFAHhENTE

i (3 29)
BARSRA (29
-BEE

-BiEE
HENEATHRENZE

EREENRNAER 25
(B3t 26)

HoZ3-tE+Zf=1-H
pii

Consolidated Statement of Changes in Equity

REEREER

for the year ended 31 December 2017 #Z=-Z—+tF+=-A=+—H \FiE
(Expressed in RMB)  (AAR¥3I7R
Attributable to equity shareholders of the Company
KARERRRES
Non-
Share Share Capital Surplus Other  Accumulated controlling Total
capital  premium reserve  reserves reserve losses Total interests equity
Bx  RHAE  EABE  BBRE  BMRE  EHEE At FEREE L
RMBOOO ~ RVWBOO0  RMBOO0O  RMBOO0  RWBOOD  RMBOO0  RMBOO0  RWBOO0  RMBUO
ARETT  ARETR  ARETT  ARETR  ARETR  ARETR  ARETR ARETR ARETR
(Note29(c)  (Note 29(d)f)) ~ (Note 29(cfi)  (Note 29(al) (Note 29(c)(i))
(o) (Bskoou) (Hstoo) (seosim) (Bisk29m)
108209  1,02.270 238,055 149,020 (48100 (136,737 175,007 (88,394) 86,613
- - - - - (66,413) (66413 (133268)  (199,681)
- - - - - - - 159,920 159,920
10,404 252,482 - - - - 262,886 - 262,886
(635) - - - - - (638) - (635)
- (8,209) - - - - (8,208) - (8,209)
- - (2692 (149020 7,103 368,209 - - -
- - 31,500 - - - 31,500 - 31,500
9,769 w42 (195480 (149,020) 7,703 368,209 25,546 159,920 445,466
17,078 1,265,547 42513 - 2808 (1,004851) 304140 (61,74 332,398
F64 BEE 161 BM AR B IRK 2 —H5 °
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Consolidated Gash Flow Statement

FElanER

for the year ended 31 December 2017
(Expressed in RMB) (MAARKZIR)

Operating activities
Loss before taxation
Adjustments for:
Depreciation and amortisation
Impairment losses
Write-down of inventories
Finance costs
Interest income
Net loss/(gain) on disposal of property, plant
and equipment and assets classified
as held-for-sale
Gain on disposal of subsidiaries
Loss on financial guarantee
contracts issued
Equity-settled share-based payment
expenses
Changes in working capital:
(Increase)/decrease in inventories
Increase in trade and other receivables
Increase in trade and other payables
Changes in working capital of held-for-sale
assets and liabilities

Cash used in operations
Income tax paid

Net cash used in operating activities

Investing activities

Payments for purchase of property,
plant and equipment and intangible assets

Proceeds from disposal of property,
plant and equipment

Proceeds from disposal of assets and
liabilities classified as held-for-sale

Deposits received for disposal of assets
classified as held-for-sale

Proceeds from disposal of subsidiaries,
net of cash disposal of

Loan to a third party

Collection of loan from a third party

Increase in pledged bank deposits

Interest received

Net cash used in investing activities

The notes on pages 64 to 161 form part of these financial

statements.
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2017 2016
—E—+tF —E—RF
Note RMB’000 RMB’000
B 5 AR®T T ARETIT
(152,471) (265,879)
7(c) 16,987 27,196
6 68,329 33,404
18(b) 8,989 12,205
7(@) 4,812 85,288
(4,011) (1,879)
5 2,563 (15,070)
8 (141,495) =
28 - 30,965
7(0) 31,500 11,073
(951) 24,896
(7,773) (35,923)
22,806 2,087
- 20,320
(150,715) (71,317)
(150,715) (71,317)
(9,067) (30,008)
1,426 =
- 4
- 3,226
8 (401) =
(49,605) =
15,224 =
- (408)
4,011 22
(38,412) (27,162)

F64BE 161 BN ARMBHRER 2 —35 °



Consolidated Cash Flow Statement
n‘/-.R Iﬁzﬁl)lbgi

for the year ended 31 December 2017 #HZE-Z—tH&+-_A=1+—HIFE
(Expressed in RMB)  (MAAREFIR)

2017 2016
—E—+tF —ERF
Note RMB’000 RMB’000
B 5T ARBET T AREFIT
Financing activities RMEEE
Proceeds of new bank and other loans FTIBIRIT R EMER
Z PG R0E 60,429 175,056
Repayment of bank and other loans 1;@?ETT&EWJ§%\ (54,505) (153,294)
Proceeds from the issuance of shares, BTN TS 5KIE
net of transaction costs IR SR 29(c)(ii) 506,670 =
Capital injections from non-controlling IR R EE
equity shareholders 159,920 32
Purchase of own shares BABFERHD 29(c)(iii) (8,840) =
Repayment of secured notes EEREARE 21(b) (137,747) =
Payments for acquisition of non-controlling FERER—HNBA
interests in a subsidiary in prior years SIS T NN - (1,702)
Finance costs paid BfRE R AR (13,866) (33,715)
Net cash generated/(used in) RETBELE (FFA)
from financing activities REFE 512,061 (13,623)
Net increase/(decrease) in cash ReERRELEEER
and cash equivalents #®hn, GRd) BEE 322,934 (112,102)
Cash and cash equivalents at 1 January RA—A—B2ZBEER
REEEER 21 90,002 195,632
Effect of foreign exchange rate changes EXR&F /& (19,942) 6,472
Cash and cash equivalents RT+-A=+t—H2zHEK
at 31 December Re%EER 21 392,994 90,002

The notes on pages 64 to 161 form part of these financial F64BE161 B ARG BHTEK 2 —E5
statements.
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Notes to the Financial Statements

A 3580 R o

(Expressed in RMB unless otherwise indicated) (BSH A« MARKETIR)

CORPORATE INFORMATION

Fortunet e-Commerce Group Limited (the
“Company”) was incorporated in the Cayman Islands
on 21 May 2008 as an exempted company with
limited liability under the Companies Law, Chapter 22
(Law 3 of 1961, as consolidated and revised) of the
Cayman Islands. The shares of the Company were
listed on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) on 24 September 2010. The
consolidated financial statements of the Company
for the year ended 31 December 2017 comprise the
Company and its subsidiaries (collectively referred to
as the “Group”).

Upon disposal of the Group’s manufacture and
sale of axles business during the current year, the
principal activities of the Group are the trading of
goods through operation of electronic distribution
platforms, mobile applications and other related
means in the People’s Republic of China (the “PRC”).
The Group has also developed an electronic trading
platform, in which to facilitate awards earned by
customers of loyalty programmes of other companies
to be exchanged globally in the form of virtual assets
and credits for consumption of merchandises,
games, services and other commercial transactions.

SIGNIFICANT ACCOUNTING POLICIES

(a) Statement of compliance

These financial statements have been prepared
in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs”),
which collective term includes all applicable
individual Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards
(“HKASs”) and Interpretations issued by
the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”), accounting
principles generally accepted in Hong Kong
and the disclosure requirements of the Hong
Kong Companies Ordinance. These financial
statements also comply with the applicable
disclosure provisions of the Rules Governing
the Listing of Securities on the Stock Exchange
(the “Listing Rules”). Significant accounting
policies adopted by the Group are disclosed
below.

@—Gortunet e-Commerce Group Limited Annual Report 2017)
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2  SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(a)

(b)

Statement of compliance (continued)

The HKICPA has issued certain new and
revised HKFRSs that are first effective or
available for early adoption for the current
accounting period of the Group. Note 2(c)
provides information on any changes in
accounting policies resulting from initial
application of these developments to the extent
that they are relevant to the Group for the
current and prior accounting periods reflected
in these financial statements.

Basis of preparation of the financial
statements

The consolidated financial statements for the
year ended 31 December 2017 comprise the
Group.

The measurement basis used in the
preparation of the financial statements is
the historical cost basis except for derivative
financial instruments which are stated at their
fair values (see Note 2(f)).

Non-current assets and disposal groups held-
for-sale are stated at the lower of carrying
amount and fair value less costs to sell (see
Note 2(w)).

The preparation of financial statements in
conformity with HKFRSs requires management
to make judgements, estimates and
assumptions that affect the application of
policies and reported amounts of assets,
liabilities, income and expenses. The estimates
and associated assumptions are based on
historical experience and various other factors
that are believed to be reasonable under the
circumstances, the results of which form the
basis of making the judgements about carrying
values of assets and liabilities that are not
readily apparent from other sources. Actual
results may differ from these estimates.

The estimates and underlying assumptions
are reviewed on an ongoing basis. Revisions
to accounting estimates are recognised in the
period in which the estimate is revised if the
revision affects only that period, or in the period
of the revision and future periods if the revision
affects both current and future periods.

Notes to the Financial Statements

(Expressed in RMB unless otherwise indicated)
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Notes to the Financial Statements

B R AR AL

(Expressed in RMB unless otherwise indicated)

2

(BrZ=HEFBIN - AANRKEFITR)

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(b)

()

(d)

Basis of preparation of the financial
statements (continued)

Judgements made by management in the
application of HKFRSs that have significant
effect on the financial statements and major
sources of estimation uncertainty are discussed
in Note 3.

For the year ended 31 December 2017,
the Group had incurred net loss of
RMB199,681,000 and net cash used in
operating activities of RMB150,715,000.
Notwithstanding of the above, based on
a cash flow forecast of the Group for the
twelve months ending 31 December 2018
prepared by the management, the directors
of the Company are of the opinion that the
Group would have adequate funds to meet
its liabilities as and when they fall due at least
twelve months from the end of the reporting
period. Accordingly, the directors of the
Company consider it is appropriate to prepare
the consolidated financial statements on a
going concern basis.

Changes in accounting policies

The HKICPA has issued several amendments
to HKFRSs that are first effective for the
current accounting period of the Group. None
of these impact on the accounting policies
of the Group. However, additional disclosure
has been included in Note 21(b) to satisfy the
new disclosure requirements introduced by
the amendments to HKAS 7, Statement of
cash flows: Disclosure initiative, which require
entities to provide disclosures that enable users
of financial statements to evaluate changes
in liabilities arising from financing activities,
including both changes arising from cash flows
and non-cash changes.

The Group has not applied any new standard
or interpretation that is not yet effective for the
current accounting period.

Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the
Group. The Group controls an entity when it
is exposed, or has rights, to variable returns
from its involvement with the entity and has the
ability to affect those returns through its power
over the entity. When assessing whether the
Group has power, only substantive rights (held
by the Group and other parties) are considered.

@—Gortunet e-Commerce Group Limited Annual Report 2017)
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2

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(d)

Subsidiaries and non-controlling interests
(continued)

An investment in a subsidiary is consolidated
into the consolidated financial statements from
the date that control commences until the date
that control ceases. Intra-group balances,
transactions and cash flows and any unrealised
profits arising from intra-group transactions are
eliminated in full in preparing the consolidated
financial statements. Unrealised losses resulting
from intra-group transactions are eliminated
in the same way as unrealised gains but only
to the extent that there is no evidence of
impairment.

Non-controlling interests represent the equity
interests in a subsidiary not attributable
directly or indirectly to the Company, and in
respect of which the Group has not agreed
any additional terms with the holders of those
equity interests which would result in the Group
as a whole having a contractual obligation in
respect of those equity interests that meets
the definition of a financial liability. For each
business combination, the Group can elect to
measure any non-controlling interests either
at fair value or at the non-controlling interests’
proportionate share of the subsidiary’s net
identifiable assets.

Non-controlling interests are presented
in the consolidated statement of financial
position within equity, separately from equity
attributable to the equity shareholders of the
Company. Non-controlling interests in the
results of the Group are presented on the
face of the consolidated statement of profit or
loss and other comprehensive income as an
allocation of the total profit or loss and total
comprehensive income for the year between
non-controlling interests and the equity
shareholders of the Company.

Changes in the Group’s equity interests in a
subsidiary that do not result in a loss of control
are accounted for as equity transactions,
whereby adjustments are made to the amounts
of controlling and non-controlling interests
within consolidated equity to reflect the change
in relative equity interests, but no adjustments
are made to goodwill and no gain or loss is
recognised.

(Expressed in RMB unless otherwise indicated)
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Notes to the Financial Statements

B R AR AL

(Expressed in RMB unless otherwise indicated)

2

(Br=HEFBIN - AANREFITR)

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(d)

()

Subsidiaries and non-controlling interests
(continued)

When the Group loses control of a subsidiary,
it is accounted for as a disposal of the entire
equity interests in that subsidiary, with a
resulting gain or loss being recognised in
profit or loss. Any equity interests retained
in that former subsidiary at the date when
control is lost is recognised at fair value and
this amount is regarded as the fair value on
initial recognition of a financial asset or, when
appropriate, the cost on initial recognition of an
investment in an associate or joint venture.

In the Company’s statement of financial
position, an investment in a subsidiary is stated
at cost less impairment losses (see Note 2())
(i), unless the investment is classified as held-
for-sale (or included in a disposal group that is
classified as held-for-sale) (see Note 2(w)).

Goodwill
Goodwill represents the excess of:

()  the aggregate of the fair value of the
consideration transferred, the amount
of any non-controlling interests in the
acquiree and the fair value of the Group’s
previously held equity interests in the
acquiree; over

(i)  the net fair value of the acquiree’s
identifiable assets and liabilities measured
as at the acquisition date.

When (i) is greater than (i), then this excess is
recognised immediately in profit or loss as a
gain on a bargain purchase.

Goodwill is stated at cost less accumulated
impairment losses (see Note 2(j)(ii). Goodwill
arising on a business combination is allocated
to each cash-generating unit, or groups of cash
generating units, that is expected to benefit
from the synergies of the combination and is
tested annually for impairment (see Note 2(j)(ii)).

On disposal of a cash generating unit during
the year, any attributable amount of purchased
goodwill is included in the calculation of the
profit or loss on disposal.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(M

(9)

Derivative financial instruments

Derivative financial instruments are recognised
initially at fair value. At the end of each
reporting period the fair value is remeasured.
The gain or loss on remeasurement to fair value
is recognised immediately in profit or loss.

Property, plant and equipment
Property, plant and equipment are stated
at cost less accumulated depreciation and
impairment losses (see Note 2(j)(ii).

The cost of self-constructed items of property,
plant and equipment includes the cost of
materials, direct labour, the initial estimate,
where relevant, of the costs of dismantling and
removing the items and restoring the site on
which they are located, and an appropriate
proportion of production overheads and
borrowing costs (see Note 2(v)).

Gains or losses arising from the retirement
or disposal of an item of property, plant and
equipment are determined as the difference
between the net disposal proceeds and the
carrying amount of the item and are recognised
in profit or loss on the date of retirement or
disposal.

Depreciation is calculated to write off the cost
of items of property, plant and equipment, less
their estimated residual values, if any, using the
straight line method over their estimated useful
lives as follows:

Estimated useful lives
Plant and buildings 20 years
Machinery and equipment 5-10 years
Motor vehicles and 3-5 years

other equipment
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Notes to the Financial Statements

IR AR AL

(Expressed in RMB unless otherwise indicated)

2

(BrZ=HEFBIN - AANRKEFITR)

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(9)

(h)

Property, plant and equipment (continued)
Where parts of an item of property, plant and
equipment have different useful lives, the cost
of the item is allocated on a reasonable basis
between the parts and each part is depreciated
separately. Both the estimated useful life of an
asset and its residual value, if any, are reviewed
annually. No depreciation is provided in respect
of construction in progress until it is completed
and ready for its intended use.

Intangible assets (other than goodwill)
Expenditure on research and development
activities is recognised as an expense in the
period in which it is incurred.

Intangible assets that are acquired by the
Group are stated at cost less accumulated
amortisation (where the estimated useful life is
finite) and impairment losses (see Note 2(j)(ii).

Amortisation of intangible assets with finite
useful lives is charged to profit or loss on a
straight-line basis over the assets’ estimated
useful lives. The following intangible assets with
finite useful lives are amortised from the date
they are available for use and their estimated
useful lives are as follows:

Domain name
Exclusive income right

5 years
3 years

Both the period and method of amortisation are
reviewed annually.
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2  SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(i)

Leased assets

An arrangement, comprising a transaction or
a series of transactions, is or contains a lease
if the Group determines that the arrangement
conveys a right to use a specific asset or
assets for an agreed period of time in return
for a payment or a series of payments. Such a
determination is made based on an evaluation
of the substance of the arrangement and is
regardless of whether the arrangement takes
the legal form of a lease.

(i) Classification of assets leased to the
Group
Assets that are held by the Group under
leases which transfer to the Group
substantially all the risks and rewards of
ownership are classified as being held
under finance leases. Leases which do
not transfer substantially all the risks and
rewards of ownership to the Group are
classified as operating leases.

(i) Operating lease charges

Where the Group has the use of assets
held under operating leases, payments
made under the leases are charged to
profit or loss in equal instalments over the
accounting periods covered by the lease
term, except where an alternative basis
is more representative of the pattern of
benefits to be derived from the leased
asset. Lease incentives received are
recognised in profit or loss as an integral
part of the aggregate net lease payments
made. Contingent rentals are charged to
profit or loss in the accounting period in
which they are incurred.

Payments made on the acquisition
of land held under an operating lease
are stated at cost less accumulated
amortisation and impairment losses (see
Note 2(j)(ii)). Amortisation is charged to
profit or loss on a straight-line basis over
the period of the lease term.
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(BrZ=HFIN - AANRKEFITR)

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

@)

Impairment of assets

(i)

Impairment of receivables

Receivables that are stated at cost or
amortised cost are reviewed at the end
of each reporting period to determine
whether there is objective evidence
of impairment. Objective evidence of
impairment includes observable data
that comes to the attention of the Group
about one or more of the following loss
events:

= significant financial difficulty of the
debtor;

- a breach of contract, such as a
default or delinquency in payments;

= it becoming probable that the
debtor will enter bankruptcy or
other financial reorganisation; and

- significant changes in the
technological, market, economic
or legal environment that have an
adverse effect on the debtor.

If any such evidence exists, for trade
and other receivables and other financial
assets carried at amortised cost, the
impairment loss is measured as the
difference between the asset’s carrying
amount and the present value of
estimated future cash flows, discounted
at the financial asset’s original effective
interest rate (i.e. the effective interest rate
computed at initial recognition of these
assets), where the effect of discounting
is material. This assessment is made
collectively where these financial assets
share similar risk characteristics, such
as similar past due status, and have not
been individually assessed as impaired.
Future cash flows for financial assets
which are assessed for impairment
collectively are based on historical loss
experience for assets with credit risk
characteristics similar to the collective

group.
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2

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

@)

Impairment of assets (continued)

(i)

Impairment of receivables
(continued)

If in a subsequent period the amount of
an impairment loss decreases and the
decrease can be linked objectively to an
event occurring after the impairment loss
was recognised, the impairment loss is
reversed through profit or loss. A reversal
of an impairment loss shall not result in
the asset’s carrying amount exceeding
that which would have been determined
had no impairment loss been recognised
in prior years.

Impairment losses are written off against
the corresponding assets directly, except
for impairment losses recognised in
respect of receivables, whose recoveries
is considered doubtful but not remote.
In this case, the impairment losses for
doubtful debts are recorded using an
allowance account. When the Group
is satisfied that recovery is remote,
the amount considered irrecoverable
is written off against the receivables
directly and any amounts held in the
allowance account relating to that debt
are reversed. Subsequent recoveries
of amounts previously charged to the
allowance account are reversed against
the allowance account. Other changes in
the allowance account and subsequent
recoveries of amounts previously written
off directly are recognised in profit or loss.

(Expressed in RMB unless otherwise indicated)
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(BrZ=HEFBIN - AANRKEFITR)

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

@)

Impairment of assets (continued)

(i)

Impairment of other assets

Internal and external sources of
information are reviewed at the end
of each reporting period to identify
indications that the following assets may
be impaired or, except in the case of
goodwill, an impairment loss previously
recognised no longer exists or may have
decreased:

- property, plant and equipment;

- pre-paid interests in leasehold land
classified as being held under an
operating lease;

- intangible assets;
— goodwill; and

- investments in subsidiaries in the
Company’s statement of financial
position.

If any such indication exists, the asset’s
recoverable amount is estimated. In
addition, for goodwill, the recoverable
amount is estimated annually whether or
not there is any indication of impairment.

- Calculation of recoverable amount

The recoverable amount of an
asset is the greater of its fair value
less costs of disposal and value
in use. In assessing value in use,
the estimated future cash flows
are discounted to their present
value using a pre-tax discount
rate that reflects current market
assessments of the time value of
money and the risks specific to
the asset. Where an asset does
not generate cash inflows largely
independent of those from other
assets, the recoverable amount is
determined for the smallest group
of assets that generates cash
inflows independently (i.e. a cash-
generating unit).
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Notes to the Financial Statements

B R AR P AE

(Expressed in RMB unless otherwise indicated) (Br BB AN - AAREZIR)

2  SIGNIFICANT ACCOUNTING POLICIES 2 EBAEFHHBEE
(CONTINUED)
() Impairment of assets (continued) () XEEREGE)
(i) Impairment of other assets (i) HiEERE(HE)
(continued)
- Recognition of impairment losses - HERREEE
An impairment loss is recognised in W—IEEESEME iﬁi?i X1v
profit or loss if the carrying amount MEEAESNETKESE - AR
of an asset, or the cash-generating BmiRERREREE - iﬁi&i 5
unit to which it belongs, exceeds UHERNHREEEELEER D
its recoverable amount. Impairment fig - JEZ’J\/\ iﬁ%?%ﬁh (2%

losses recognised in respect of —HBEA) EMERREE -

cash-generating units are allocated
first to reduce the carrying amount
of any goodwill allocated to the
cash-generating unit (or group
of units) and then, to reduce the

H A& DA b PR R 72 B8 i (3 —4H
Bi) B EENREE  EXE
ENEREENDREERE@ERN
FERSHE R (M) 518 ) SkfEH
EBE(WAIEE)

carrying amount of the other assets
in the unit (or group of units) on
a pro rata basis, except that the
carrying value of an asset will not
be reduced below its individual
fair value less costs of disposal
(if measurable) or value in use (if
determinable).

—  Reversals of impairment losses - REEEED

In respect of assets other than HEBUIINNEEMS - WARE
goodwill, an impairment loss JE 7] We B & KE B AT R A R 2
is reversed if there has been a B Bl@BoREEE - GEEE
favourable change in the estimates EONGRIEY =k i3 JEIE

used to determine the recoverable

amount. An impairment loss in

respect of goodwill is not reversed.

REBEEORRNZEENER
(W @mﬂﬁiﬁlﬁﬁﬂ&i,

A reversal of an impairment loss
is limited to the asset’s carrying

amount that would have been ERIE—MR - BE R IR DA RER
determined had no impairment loss BOEE ALBER o

been recognised in prior years.
Reversals of impairment losses
are credited to profit or loss in the
year in which the reversals are
recognised.
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(Expressed in RMB unless otherwise indicated)
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(BrZ=HEFBIN - AANRKEFITR)

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

@)

(k)

Impairment of assets (continued)

(iii) Interim financial reporting and

impairment

Under the Listing Rules, the Group is
required to prepare an interim financial
report in compliance with HKAS 34,
Interim financial reporting, in respect
of the first six months of the financial
year. At the end of the interim period,
the Group applies the same impairment
testing, recognition, and reversal criteria
as it would at the end of the financial year
(see Notes 2())(i) and 2(j)(ii)).

Impairment losses recognised in an
interim period in respect of goodwill are
not reversed in a subsequent period. This
is the case even if no loss, or a smaller
loss, would have been recognised had
the impairment been assessed only at
the end of the financial year to which the
interim period relates.

Inventories
Inventories are carried at the lower of cost and
net realisable value.

Cost is calculated using the weighted average
cost formula and comprises all costs of
purchase, costs of conversion and other costs
incurred in bringing the inventories to their
present location and condition.

Net realisable value is the estimated selling
price in the ordinary course of business less
the estimated costs of completion and the
estimated costs necessary to make the sale.

When inventories are sold, the carrying
amount of those inventories is recognised as
an expense in the period in which the related
revenue is recognised. The amount of any
write-down of inventories to net realisable value
and all losses of inventories are recognised
as an expense in the period the write-down
or loss occurs. The amount of any reversal of
any write-down of inventories is recognised
as a reduction in the amount of inventories
recognised as an expense in the period in
which the reversal occurs.
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2  SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

U]

(m)

Trade and other receivables

Trade and other receivables are initially
recognised at fair value and thereafter stated
at amortised cost using the effective interest
method, less allowance for impairment of
doubtful debts (see Note 2())()), except where
the receivables are interest-free loans made
to related parties without any fixed repayment
terms or the effect of discounting would be
immaterial. In such cases, the receivables are
stated at cost less allowance for impairment of
doubtful debts (see Note 2(j)(i)).

Convertible bonds
Convertible bonds which do not contain an
equity component are accounted for as follows:

At initial recognition the derivative components
of the convertible bonds are measured at fair
value as derivative financial instruments (see
Note 2(f)). Any excess of proceeds over the
amount initially recognised as the derivative
components are recognised as the liability
components. Transaction costs that relate to
the issue of the convertible bonds are allocated
to the liability and derivative components in
proportion to the allocation of proceeds. The
portion of the transaction costs relating to the
liability components are recognised initially
as part of the liability. The portion relating to
the derivative components are recognised
immediately in profit or loss.

The derivative components are subsequently
remeasured in accordance with Note 2(f).
The liability components are subsequently
carried at amortised cost. The interest expense
recognised in profit or loss on the liability
components are calculated using the effective
interest method.

If the bonds are converted, the carrying
amounts of the derivative and liability
components are transferred to share capital
and share premium as consideration for the
shares issued. If the bonds are redeemed,
any difference between the amounts paid and
the carrying amounts of both components is
recognised in profit or loss.
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(Expressed in RMB unless otherwise indicated) (Br 5
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2  SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(n)

(o)

()

(q)

Interest-bearing borrowings
Interest-bearing borrowings are recognised
initially at fair value less attributable transaction
costs. Subsequent to initial recognition,
interest-bearing borrowings are stated at
amortised cost with any difference between
the amount initially recognised and redemption
value being recognised in profit or loss over
the period of the borrowings, together with any
interest and fees payable, using the effective
interest method.

Trade and other payables

Trade and other payables are initially
recognised at fair value, and are subsequently
stated at amortised cost using the effective
interest method unless the effect of discounting
would be immaterial, in which case they are
stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash
at bank and on hand, demand deposits with
banks and other financial institutions, and
short-term, highly liquid investments that are
readily convertible into known amounts of cash
and which are subject to an insignificant risk of
changes in value.

Employee benefits

(i) Short-term employee benefits and
contributions to defined contribution
retirement plans
Salaries, annual bonuses, paid
annual leave, contributions to defined
contribution retirement plans and the cost
of non-monetary benefits are accrued
in the year in which the associated
services are rendered by employees.
Where payment or settlement is deferred
and the effect would be material, these
amounts are stated at their present
values.

The Group’s contributions to defined
contribution retirement plans are charged
to profit or loss when incurred, except to
the extent that they are included in the
cost of inventories not yet recognised
as an expense or cost of construction in
progress not yet transferred to property,
plant and equipment.
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2

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(q)

Employee benefits (continued)

(i)

Share-based payments

The fair value of share options granted to
employees is recognised as an employee
cost with a corresponding increase in
capital reserve within equity. The fair
value is measured at grant date using the
Binomial Option Pricing Model, taking
into account the terms and conditions
upon which the share options were
granted. Where the employees have to
meet vesting conditions before becoming
unconditionally entitled to the share
options, the total estimated fair value
of the share options is spread over the
vesting period, taking into account the
probability that the share options will
vest.

During the vesting period, the number
of share options that is expected to vest
is reviewed. Any resulting adjustment
to the cumulative fair value recognised
in prior years is charged/credited to the
profit or loss for the year of the review,
unless the original employee expenses
qualify for recognition as an asset, with a
corresponding adjustment to the capital
reserve. On vesting date, the amount
recognised as an expense is adjusted
to reflect the actual number of the share
options that vest (with a corresponding
adjustment to the capital reserve) except
where forfeiture is only due to not
achieving vesting conditions that relate
to the market price of the Company’s
shares. The equity amount is recognised
in the capital reserve until either the share
option is exercised (when it is included in
the amount recognised in share capital
for the shares issued) or the share option
expires (when it is released directly to
retained profits).
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Notes to the Financial Statements

IR AR AL

(Expressed in RMB unless otherwise indicated) (B

2

SHEFBIN - AAREFITR)

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(q)

()

Employee benefits (continued)

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

Income tax

Income tax for the year comprises current
tax and movements in deferred tax assets
and liabilities. Current tax and movements
in deferred tax assets and liabilities are
recognised in profit or loss except to the extent
that they relate to business combinations,
or items recognised in other comprehensive
income or directly in equity, in which case the
relevant amounts of tax are recognised in other
comprehensive income or directly in equity,
respectively.

Current tax is the expected tax payable on the
taxable income for the year, using tax rates
enacted or substantively enacted at the end of
the reporting period, and any adjustment to tax
payable in respect of previous years.
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2  SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(r)

Income tax (continued)

Deferred tax assets and liabilities arise from
deductible and taxable temporary differences
respectively, being the differences between
the carrying amounts of assets and liabilities
for financial reporting purposes and their tax
bases. Deferred tax assets also arise from
unused tax losses and unused tax credits.

Apart from certain limited exceptions, all
deferred tax liabilities, and all deferred tax
assets to the extent that it is probable that
future taxable profits will be available against
which the asset can be utilised, are recognised.
Future taxable profits that may support the
recognition of deferred tax assets arising from
deductible temporary differences include those
that will arise from the reversal of existing
taxable temporary differences, provided those
differences relate to the same taxation authority
and the same taxable entity, and are expected
to reverse either in the same period as the
expected reversal of the deductible temporary
difference or in periods into which a tax loss
arising from the deferred tax asset can be
carried back or forward. The same criteria are
adopted when determining whether existing
taxable temporary differences support the
recognition of deferred tax assets arising from
unused tax losses and credits, that is, those
differences are taken into account if they relate
to the same taxation authority and the same
taxable entity, and are expected to reverse in
a period, or periods, in which the tax loss or
credit can be utilised.

The limited exceptions to recognition of
deferred tax assets and liabilities are those
temporary differences arising from goodwill
not deductible for tax purposes, the initial
recognition of assets or liabilities that affect
neither accounting nor taxable profit (provided
they are not part of a business combination),
and temporary differences relating to
investments in subsidiaries to the extent that,
in the case of taxable differences, the Group
controls the timing of the reversal and it is
probable that the differences will not reverse
in the foreseeable future, or in the case of
deductible differences, unless it is probable that
they will reverse in the future.
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(Expressed in RMB unless otherwise indicated) (B

2

AR -

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

()

Income tax (continued)

The amount of deferred tax recognised is
measured based on the expected manner of
realisation or settlement of the carrying amount
of the assets and liabilities, using tax rates
enacted or substantively enacted at the end of
the reporting period. Deferred tax assets and
liabilities are not discounted.

The carrying amount of a deferred tax asset is
reviewed at the end of each reporting period
and is reduced to the extent that it is no longer
probable that sufficient taxable profits will be
available to allow the related tax benefit to be
utilised. Any such reduction is reversed to the
extent that it becomes probable that sufficient
taxable profits will be available.

Current tax balances and deferred tax balances,
and movements therein, are presented
separately from each other and are not offset.
Current tax assets are offset against current
tax liabilities, and deferred tax assets against
deferred tax liabilities, if the Company or the
Group has the legally enforceable right to set off
current tax assets against current tax liabilities
and the following additional conditions are met:

- in the case of current tax assets and
liabilities, the Company or the Group
intends either to settle on a net basis, or
to realise the asset and settle the liability
simultaneously; or

- in the case of deferred tax assets and
liabilities, if they relate to income taxes
levied by the same taxation authority on
either:

- the same taxable entity; or

- different taxable entities, which,
in each future period in which
significant amounts of deferred tax
liabilities or assets are expected to
be settled or recovered, intend to
realise the current tax assets and
settle the current tax liabilities on
a net basis or realise and settle
simultaneously.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(s)

Financial guarantees issued, provisions
and contingent liabilities

(i)

Financial guarantees issued

Financial guarantees are contracts that
require the issuer (i.e. the guarantor) to
make specified payments to reimburse
the beneficiary of the guarantee (the
“holder”) for a loss the holder incurs
because a specified debtor fails to make
payment when due in accordance with
the terms of a debt instrument.

Where the Group issues a financial
guarantee, the fair value of the guarantee
is initially recognised as deferred income
within trade and other payables. The fair
value of financial guarantees issued at
the time of issuance is determined by
reference to fees charged in an arm’s
length transaction for similar services,
when such information is obtainable, or
is otherwise estimated by reference to
interest rate differentials, by comparing
the actual rates charged by lenders when
the guarantee is made available with the
estimated rates that lenders would have
charged, had the guarantees not been
available, where reliable estimates of
such information can be made. Where
consideration is received or receivable
for the issuance of the guarantee,
the consideration is recognised in
accordance with the Group’s policies
applicable to that category of asset.
Where no such consideration is received
or receivable, an immediate expense
is recognised in profit or loss on initial
recognition of any deferred income.
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Notes to the Financial Statements

B R R AL

(Expressed in RMB unless otherwise indicated)

(BB HEFEIN - AANRKEFITR)

2  SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(s) Financial guarantees issued, provisions
and contingent liabilities (continued)

(i)

(ii)

Financial guarantees issued
(continued)

The amount of the guarantee initially
recognised as deferred income is
amortised in profit or loss over the term
of the guarantee as income from financial
guarantees issued. In addition, provisions
are recognised in accordance with Note
2(s)(ii) if and when (i) it becomes probable
that the holder of the guarantee will call
upon the Group under the guarantee,
and (i) the amount of that claim on the
Group is expected to exceed the amount
currently carried in trade and other
payables in respect of that guarantee
i.e. the amount initially recognised, less
accumulated amortisation.

Other provisions and contingent
liabilities

Provisions are recognised for other
liabilities of uncertain timing or amount
when the Group or the Company has a
legal or constructive obligation arising
as a result of a past event, it is probable
that an outflow of economic benefits will
be required to settle the obligation and
a reliable estimate can be made. Where
the time value of money is material,
provisions are stated at the present value
of the expenditure expected to settle the
obligation.

Where it is not probable that an outflow
of economic benefits will be required,
or the amount cannot be estimated
reliably, the obligation is disclosed as a
contingent liability, unless the probability
of outflow of economic benefits is
remote. Possible obligations, whose
existence will only be confirmed by the
occurrence or non-occurrence of one or
more future events are also disclosed as
contingent liabilities unless the probability
of outflow of economic benefits is
remote.
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2  SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(t)

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable. Provided
it is probable that the economic benefits will
flow to the Group and the revenue and costs, if
applicable, can be measured reliably, revenue
is recognised in profit or loss as follows:

(i) Sale of goods

Revenue is recognised when the
customer has accepted the goods
and the related risks and rewards of
ownership. Revenue excludes value
added tax or other sales taxes and is
after deduction of any sales discounts.
No revenue is recognised if there are
significant uncertainties regarding
recovery of the consideration due, the
possible return of goods, or continuing
management involvement with the
goods.

(i) Service income
Service income from the rendering of
services is recognised when the related
services are rendered.

(iii) Interest income
Interest income is recognised as it
accrues using the effective interest
method.

(iv) Government grants

Government grants are recognised in
the statement of financial position initially
when there is reasonable assurance that
they will be received and that the Group
will comply with the conditions attaching
to them. Grants that compensate
the Group for expenses incurred are
recognised as income in profit or loss on
a systematic basis in the same periods
in which the expenses are incurred.
Grants that compensate the Group for
the cost of an asset are deducted from
the carrying amount of the asset and
consequently are effectively recognised
in profit or loss over the useful life of the
asset by way of reduced depreciation
expense.
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B R R AL

(Expressed in RMB unless otherwise indicated)

2  SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(u)

v)

Translation of foreign currencies

Foreign currency transactions are translated
into the functional currency of the entity to
which they relate at the foreign exchange
rates ruling at the transaction dates. Monetary
assets and liabilities denominated in foreign
currencies are translated into the functional
currency of the entity to which they relate at the
foreign exchange rates ruling at the end of the
reporting period. Exchange gains and losses
are recognised in profit or loss.

Non-monetary assets and liabilities that are
measured in terms of historical cost in a foreign
currency are translated into the functional
currency of the entity to which they relate
using the foreign exchange rates ruling at the
transaction dates.

Borrowing costs

Borrowing costs that are directly attributable to
the acquisition, construction or production of
an asset which necessarily takes a substantial
period of time to get ready for its intended use
or sale are capitalised as part of the cost of that
asset. Other borrowing costs are expensed in
the period in which they are incurred.

The capitalisation of borrowing costs as part
of the cost of a qualifying asset commences
when expenditure for the asset is being
incurred, borrowing costs are being incurred
and activities that are necessary to prepare
the asset for its intended use or sale are in
progress. Capitalisation of borrowing costs
is suspended or ceases when substantially
all the activities necessary to prepare the
qualifying asset for its intended use or sale are
interrupted or complete.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(w) Non-current assets held-for-sale

A non-current asset (or disposal group) is
classified as held-for-sale if it is highly probable
that its carrying amount will be recovered
through a sale transaction rather than through
continuing use and the asset (or disposal
group) is available for sale in its present
condition. A disposal group is a group of
assets to be disposed of together as a group
in a single transaction, and liabilities directly
associated with those assets that will be
transferred in the transaction.

When the Group is committed to a sale plan
involving loss of control of a subsidiary, all
the assets and liabilities of that subsidiary are
classified as held-for-sale when the above
criteria for classification as held-for-sale are
met, regardless of whether the Group will retain
a non-controlling interest in the subsidiary after
the sale.

Immediately before classification as held-for-
sale, the measurement of the non-current
assets (and all individual assets and liabilities
in a disposal group) is brought up-to-date in
accordance with the accounting policies before
the classification. Then, on initial classification
as held-for-sale and until disposal, the non-
current assets (except for certain assets as
explained below), or disposal groups, are
recognised at the lower of their carrying
amount and fair value less costs to sell. The
principal exceptions to this measurement
policy so far as the financial statements of the
Group and the Company are concerned are
deferred tax assets and financial assets (other
than investments in subsidiaries). These assets,
even if held-for-sale, would continue to be
measured in accordance with the policies set
out elsewhere in Note 2.

Impairment losses on initial classification
as held-for-sale, and on subsequent
remeasurement while held-for-sale, are
recognised in profit or loss. As long as a non-
current asset is classified as held-for-sale, or is
included in a disposal group that is classified
as held-for-sale, the non-current asset is not
depreciated or amortised.
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Notes to the Financial Statements

B R R AL

(Expressed in RMB unless otherwise indicated)

CELE LTS

2  SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(x) Related parties

@)

A person, or a close member of that
person’s family, is related to the Group if
that person:

(i) has control or joint control over the
Group;

(i)  has significant influence over the
Group; or

(i) is a member of the key management
personnel of the Group or the
Group’s parent.

An entity is related to the Group if any of
the following conditions applies:

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

(i)  One entity is an associate or joint
venture of the other entity (or an
associate or joint venture of a
member of a group of which the
other entity is a member).

(i)  Both entities are joint ventures of
the same third party.

(iv)  One entity is a joint venture of a
third entity and the other entity is an
associate of the third entity.

(v)  The entity is a post-employment
benefit plan for the benefit of
employees of either the Group or
an entity related to the Group.

(vij  The entity is controlled or jointly
controlled by a person identified in

(@).

(vl A person identified in (a)(i) has
significant influence over the
entity or is a member of the key
management personnel of the
entity (or of a parent of the entity).
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2  SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

()

v)

Related parties (continued)

(b)  An entity is related to the Group if any
of the following conditions applies
(continued):

(vii) The entity, or any member of a
group of which it is a part, provides
key management personnel
services to the Group or to the
Group’s parent.

Close members of the family of a person
are those family members who may be
expected to influence, or be influenced
by, that person in their dealings with the
entity.

Segment reporting

Operating segments, and the amounts of
each segment item reported in the financial
statements, are identified from the financial
information provided regularly to the Group’s
most senior executive management for the
purposes of allocating resources to, and
assessing the performance of, the Group’s
various lines of business and geographical
locations.

Individually material operating segments are
not aggregated for financial reporting purposes
unless the segments have similar economic
characteristics and are similar in respect of the
nature of products and services, the nature
of production processes, the type or class of
customers, the methods used to distribute
the products or provide the services, and the
nature of the regulatory environment. Operating
segments which are not individually material
may be aggregated if they share a majority of
these criteria.
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B R R AL

(Expressed in RMB unless otherwise indicated)

3

(BB HEFEIN - AANRKEFITR)

ACCOUNTING JUDGEMENT AND
ESTIMATES

(a)

Key sources of estimation uncertainty
Notes 16, 26 and 30 contain information about
the assumptions and their risk factors relating
to goodwill impairment, fair value of share
options granted and financial instruments.
Other key sources of estimation uncertainly are
as follows:

(i) Impairment of tangible and intangible
assets
If circumstances indicate that the carrying
amount of a tangible or intangible asset
may not be recoverable, the asset
may be considered “impaired”, and an
impairment loss may be recognised.
The carrying amounts of tangible and
intangible assets are reviewed periodically
or when indications are identified in
order to assess whether the recoverable
amounts have declined below the
carrying amounts. When such a decline
has occurred, the carrying amount is
reduced to the recoverable amount.
The recoverable amount is the greater
of the fair value less costs of disposal
and value in use. In determining the
value in use, expected future cash flows
generated by the asset are discounted
to their present value, which requires
significant judgement relating to the level
of revenue and amount of operating
costs. The Group uses all readily available
information in determining an amount
that is a reasonable approximation of the
recoverable amount, including estimates
based on reasonable and supportable
assumptions and projections of the level
of revenue and amount of operating
costs. Changes in these estimates
could have a significant impact on the
recoverable amount of the asset and
could result in additional impairment
charge or reversal of impairment in future
periods.
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ACCOUNTING JUDGEMENT AND
ESTIMATES (CONTINUED)

(a)

Key sources of estimation uncertainty
(continued)

(i1)

(iii)

Impairment of receivables

The management maintains an allowance
for doubtful accounts for estimated
losses resulting from the inability of the
debtors to make the required payments.
The management bases the estimates
on the ageing of the individual receivable
balance, debtor credit-worthiness and
historical write-off experience. If the
financial condition of the debtors were
to deteriorate, actual write-offs would be
higher than estimated.

Deferred taxation

Deferred tax assets are recognised
for unused tax losses and deductible
temporary differences to the extent that it
is probable that future taxable profits will
be available against which the deferred
tax assets can be utilised. In determining
the amount of deferred tax assets to
be recognised, significant judgement is
required relating to the timing and level
of future taxable profits, after taking into
account future tax planning strategies.
The amount of deferred tax assets
recognised at future dates are adjusted if
there are significant changes from these
estimates.

(Expressed in RMB unless otherwise indicated)
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B R R AL

(Expressed in RMB unless otherwise indicated)

4

(BB HEFEIN - AANRKEFITR)

REVENUE AND SEGMENT REPORTING

(a)

(b)

Revenue

The principal activities of the Group are the
manufacture and sale of axles and related
components, and the trading of goods and
facilitating awards earned by customers of
loyalty programmes of other companies to be
exchanged globally in the form of virtual assets
and credits for consumption of merchandises,
games, services and other commercial
transactions through operation of electronic
distribution platforms, mobile applications and
other related means in the PRC.

The Group’s customer base is diversified.
There were 3 customers with whom
transactions exceeded 10% of the Group’s
revenue for the year ended 31 December
2017 (2016: three customers). Revenue
from sales to these customers amounted
to RMB153,512,000 for the year ended 31
December 2017 (2016: RMB270,973,000).
Details of concentrations of credit risk arising
from the Group’s customers are set out in Note
30(a).

Further details regarding the Group’s principal
activities are disclosed below.

Segment reporting

The Group manages its businesses by lines
of business. In view of the disposal of the
manufacture and sale of axles business,
and the development of an electronic
trading platform to facilitate awards earned
by customers of loyalty programmes of
other companies to be exchanged globally
in the form of virtual assets and credits for
consumption of merchandises, games,
services and other commercial transactions,
the management of the Group has revisited
the Group’s future strategies and has decided
to change the way in how information is to
be reported internally to the Group’s most
senior executive management for the purposes
of resource allocation and performance
assessment. Aside from the two operating
segments, namely “E-commerce business”
and “Axle business”, as previously reported for
the year ended 31 December 2016, the Group
added a new operating segment, namely
“Digital point business”, and reported the
following three operating segments for the year
ended 31 December 2017:
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4 REVENUE AND SEGMENT REPORTING
(CONTINUED)

(b) Segment reporting (continued)

Digital point business: this segment
operates an electronic platform to
facilitate awards earned by customers of
loyalty programmes of other companies
to be exchanged globally in the form of
virtual assets and credits for consumption
of merchandises, games, services and
other commercial transactions.

E-commerce business: this segment
trades goods through electronic
distribution platform, mobile applications
and other related means.

Axle business: this segment
manufactures and sells axles and related
components to truck manufacturers and
after-sales services market. The segment
has been disposed of during the year.

No operating segments have been aggregated
to form the above reportable segments.

@

Segment results, assets and

liabilities

For the purposes of assessing segment
performance and allocating resources
between segments, the Group’s
most senior executive management
monitors the results, assets and liabilities
attributable to each reportable segment
on the following bases:

Revenue and expenses are allocated
to the reportable segments with
reference to revenue generated by
those segments and expenses incurred
by those segments. No inter-segment
sales have occurred for the years ended
31 December 2017 and 2016. The
Group’s other operating expenses, such
as selling and distribution expenses,
administrative expenses, research and
development costs, impairment losses,
finance costs, loss on financial guarantee
contracts issued and gain on disposal
of subsidiaries, are not measured under
individual segments. The measure used
for reporting segment result is gross
profit/(loss).

Segment assets and liabilities include all
assets and liabilities with the exception
of assets and liabilities classified as held-
for-sale, bank and other loans, secured
notes, convertible bonds and unallocated
corporate assets and liabilities.

Notes to the Financial Statements

(Expressed in RMB unless otherwise indicated)

4 WARD

IR R AR P AE

(B S HEFHB - AAREFIR)

| E (/)

(b) ﬁ"lﬁ&’* (%)

DI

(i)

BFrBOER : 20 MBEBREEET Y
BWBEF B Mt F & E R8I
ERERAEREERRETAREI
RBYrem - BE - REREMBER
RHHER -

EFRERD: Z0MEBETOHYF
6 BYEARAREBEBET XS
B °

BRER : o HERARERER
RigEminh EE5m RAAMT M - &
DEHERRNFERHE -

AT E D EDABRUA L3RS

DEB

TEEER - BEERAE

EJE%E’MB%EE&ENMBF% o B &R M
CAEBERERITHEREASRAT
HAEERBBNEREDTNESE &
ENEE:

]]H

H&J\&Sﬂi)}f‘%%&%’ﬁ%ﬁﬁimuﬁz)\
MzEo BBz mo HwED
Lo NEE T — ‘tﬁE&fT_/\i
TZA=Z+—HIEFE  WEHESHI
FHE - AEBERE ML SRS (HlansH

E RS #HAX - TTHRFAX - BB
BERRE  BEKAK FHELONE

BERAEHZEBREEWE QRS I
KRB DI TETE o AIRE D ILELES
FrRztEAER, (&) °

DHEENRABEBEMBAEEMRAE
D RABELEZEERAR fﬁﬁ
REMER BERREE  TBRERES
RADEAREERBERIN -

(amsmememns = tresis)—CD)




Notes to the Financial Statements

B R R AL

(Expressed in RMB unless otherwise indicated)

(BB HEFEIN - AANRKEFITR)

4 REVENUE AND SEGMENT REPORTING WARDEHHmE ()
(CONTINUED)
(b) Segment reporting (continued) (b) ZEWHE(E)

@i

Segment results, assets and

liabilities (continued)

Information regarding the Group’s
reportable segments as provided to
the Group’s most senior executive
management for the purposes of

() 2WEE BEREE )

REZ2-_ZT—+tFN_FT— X E+_HA
=+—HBLFE DR EERKFTME
PHRENENAAEEZESRITHRE
EAERBEBAEERESHHE

resource allocation and assessment REZMTF o
of segment performance for the years
ended 31 December 2017 and 2016 is
set out below.
2017
“E-tF
Digital point E-commerce Axle
business business business Total
g7 E7
Bo¥EK HMEEK BRER @t
RMB’000 RMB’000 RMB’000 RMB’000
ARETR AR%Tx AR%Tx AR%Tx
Revenue from external RENBEEHBA
customers and reportable RAHESBRA
segment revenue 941 134,040 32,651 167,632
Reportable segment gross loss W3R % 2 HE & (238) (2,404) (4,942) (7,584)
Reportable segment assets AMHEPHEE 163,768 45,314 - 209,082
Reportable segment liabilities ~ A& 2 HEE 87,770 38,160 - 125,930
2016
ZE-RF
E-commerce Axle
business business Total
B
HEEHK HIFEK Fo
RMB’000 RMB'000 RMB'000
AREFTL AREFT AREFTT
Revenue from external REHNBEEHBA
customers and reportable RAHEDBRA
segment revenue 302,088 83,380 385,468
Reportable segment gross loss W3R % 2 HE & (5,557) (7,155) (12,712)
Reportable segment assets ARELHEE 233,800 171,560 405,360
Reportable segment liabilites ~ A& D HEE 36,004 173,524 209,528
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(Expressed in RMB unless otherwise indicated) (B BB AN - MARETIR)

4 REVENUE AND SEGMENT REPORTING 4 WARDEHHmE ()
(CONTINUED)
(b) Segment reporting (continued) (b) ZEWHE(E)
(i) Reconciliations of reportable (i) WAHREIBEEREBENYHIER
segment assets and liabilities
2017 2016
—E—t5F —T—RF
RMB’000 RMB’000
AR¥T AREFIT
Assets BE
Reportable segment AIRE DI EE
assets 209,082 405,360
Assets classified as DEAFEHENEE
held-for-sale - 70,398
Unallocated head office ROBBH R AREE
and corporate assets 335,373 302,961
Elimination of receivables &% &8 & 2R E2 4850 2
between segments, fE FE U A 484
and segments and
head office (92,886) (44,882)
Consolidated total assets ~ 4REHBEE 451,569 733,837
Liabilities =N
Reportable segment AHREDEAE
liabilities 125,930 209,528
Bank and other loans HRIT R EME K - 195,665
Secured notes BHEAREE - 141,161
Convertible bonds AR ES 85,075 115,976
Unallocated head office b AN e /NI =L
and corporate liabilities 1,052 29,776
Elimination of payables B0 b K B 48D
between segments, Z B ERIE
and segments and EpfEwis
head office (92,886) (44,882)
Consolidated total liabilities %74 428 & 119,171 647,224
(iii) Geographic information (i) HFHER

All of the revenue of the Group for the
years ended 31 December 2017 and
2016 were generated from sales and
services to customers in the PRC. All of
the non-current assets of the Group are
either physically located or allocated to

operations in the PRC.

AEERHE-_ZT—tFR_FT—RF
+-A=t+—HILEENRBRAGR
MAEEFHEERRE - AEEFAEIE
RHEEER AP E S D ERAEP
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B R R AL

(Expressed in RMB unless otherwise indicated) (B SAE A © MARKETIR)

5 OTHER INCOME 5 HflgA

Net (loss)/gain on disposal of
property, plant and equipment
and assets classified
as held-for-sale

Government grants

Interest income

Others

IMPAIRMENT LOSSES

Impairment losses on property,
plant and equipment (Note 13)

Impairment losses on intangible
assets (Note 15)

Impairment losses on
goodwill (Note 16)

(Reversal of impairment losses)/
impairment losses on trade and
other receivables (Note 19(b))

Impairment losses on assets
classified as held-for-sale

HEME - BERZER
DERFHEHEEREL

(B1#8), e ¥
IR i B
A EUA
Hit
6 RESRE

ME -~ BERERELZ
BB ETE (FIEE13)
B EERERE (HE15)

BB ZRERE (M 16)

B 5 R E A EWFRIE
(BRIREERE), AR
(MzE19(b))

DEEFEHEEEZ
BEE T8
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2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
AR¥TR AREF T
(2,563) 15,070
1,171 1,075
4,011 1,879

54 4,782

2,673 22,806
2017 2016
—E—+tF ZE—RF
RMB’000 RMB’000
AR®T T ARETTT
- 13,746

13,000 -
61,013 -
(5,684) 18,249

- 1,409

68,329 33,404




LOSS BEFORE TAXATION

Loss before taxation is arrived at after charging/

(crediting):

(a)

(b)

Finance costs/(income):

Interest on bank and other loans
Finance charges on
secured notes
Finance charges on convertible
bonds (Note 25)

Total borrowing costs

Net foreign exchange loss

Gain on redemption of secured
notes (Note 24)

Loss on extinguishment
of convertible bonds

Changes in fair value on the
derivative components of
convertible bonds (Note 25)

No borrowing costs have been capitalised for
the year ended 31 December 2017 (2016:

RMBNi).

Staff costs*:

Salaries, wages and
other benefits

Contributions to defined
contribution retirement plans

Equity-settled share-based
payment expenses (Note 26)

(a)

(b)

Notes to the Financial Statements
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7 BRBAIER

BMERAE,(BA) :

RITREMEFRFE
BEAZBEVHER

AR RESISE R
(Pt 25)

B A48 FR
SN 5 18 B
B AEIRRER 2 Was (FYEE24)

BERRERES < BB
ABBREFITETA

oA EES
(Pt 25)

BTARA:
#5 - TARIEIEF

A 5 E R IR
FTEIfHR

A E AR DA
Z T FA (PFifaE26)

(B S HEFHB - AAREFIR)

BB R IRAS RS (GEA) AT B IRREE -

BE_T—tF+-A=+—ALFE
{LERARA (B~ | ARBET) -

2017 2016
—B—tF T F
RMB’000 RMB’000
ARBET T ARET T
5,324 17,090
883 21,459
13,126 12,166
19,333 50,715
16,030 7,987
(1,228) —
3,078 =
(32,401) 26,586
4,812 85,288

P WA AR

2017 2016
—E—+tF —EF—RF
RMB’000 RMB’000
AR¥TR ARETIT
51,684 53,822
3,905 3,189
31,500 11,073
87,089 68,084
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(Expressed in RMB unless otherwise indicated) (B

7

SHEFBIN - AANRKEFITR)

LOSS BEFORE TAXATION (CONTINUED)

(b)

Staff costs*: (continued)

The employees of the subsidiaries of the
Group established in the PRC (excluding
Hong Kong) participate in defined contribution
retirement benefit schemes managed by the
local government authorities, whereby these
subsidiaries are required to contribute to the
schemes at rates ranging from 18% to 20%
of the employees’ basic salaries. Employees
of these subsidiaries are entitled to retirement
benefits, calculated based on a percentage of
the average salaries level in the PRC (excluding
Hong Kong), from the above mentioned
retirement schemes at their normal retirement
age.

The Group also operates a Mandatory
Provident Fund Scheme (the “MPF Scheme”)
under the Hong Kong Mandatory Provident
Fund Scheme Ordinance for employees
employed under the jurisdiction of the Hong
Kong Employment Ordinance. The MPF
Scheme is a defined contribution retirement
plan administered by an independent trustee.
Under the MPF Scheme, the employer
and its employees are each required to
make contributions to the plan at 5% of the
employees’ relevant income, subject to a cap
of monthly relevant income of Hong Kong
Dollars (“HK$”) 30,000. Contributions to the
MPF Scheme vest immediately.

The Group has no further material obligation for
payment of other retirement benefits beyond
the above contributions.
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(Expressed in RMB unless otherwise indicated)

Notes to the Financial Statements

IR R AR AL

(B S B FHB - AARESFIR)

LOSS BEFORE TAXATION (CONTINUED) 7 BREAIEE (F)
2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
AR¥T T ARBT T
(c) Otheritems: () HtEA :
Cost of inventories* (Note 18(b)) FEA (HIFE18(b) 175,109 397,139
Auditor’s remuneration ZERET N & 2,200 2,000
Depreciation and amortisation* e RHEsH
(Notes 13, 14 and 15) (PffzE13 ~ 14 K 15) 16,987 27,196
Operating lease charges in EAMERNKEHEER
respect of properties 9,992 7,728
8 Cost of inventories includes RMB6,837,000 g REBEZ-FE—+F1+-H=1—HIFERXN FEK
for the year ended 31 December 2017 (2016: KEFEEHE T AR ITEE R B35 % F BRI M
RMB18,026,000), relating to staff costs, and 6,831,0007T (= F— 4 : AR 18,026,0007T) * Hff
depreciation and amortisation expenses, which BREIE BIFFE LR HTE7(b) 5t B B 7 E R
amount is also included in the respective total R EAEEAA o
amounts disclosed separately above or in Note
7(b) for each of these types of expenses.
GAIN ON DISPOSAL OF SUBSIDIARIES 8 HEMBARKES
On 28 April 2017, the Group disposed of the entire E’t\:g—‘gimﬂ —tNB - AEER-BE=T
equity interests in Chang Feng Holding (Hong HEBL R () ARAA(HBIRE]) AR
Kong) Limited (“Chang Feng Hong Kong”) and its BRAl(BRIBERE )N 8E  KER
subsidiaries (together the “Chang Feng Group”) 5.0007’§E(%@%E§AE¢154,0QO7E) s RHER -
to a third party for a consideration of HK$5,000 f%ﬁ%E%?‘?‘%ﬁi‘ﬁ"]ﬂ\ﬁﬁﬁi%/\ﬁm141,49_1,000
(equivalent to approximately RMB4,000). The 7T e At \Z’»‘%@mﬂ:@:?/_t%‘f’:ﬂ =t—
carrying value of the net liabilities of the Chang B 14 2 R o 5 Y B 8 B Ml AR 141,495,000
Feng Group on the date of disposal amounted JL e
to RMB141,491,000. Accordingly, the Group
recognised a gain on disposal of subsidiaries
of RMB141,495,000 during the year ended 31
December 2017.
Effect of disposal of subsidiaries on the cash flow of HEMBAREASERERELFE
the Group:
RMB’000
AR%F T
Consideration received, satisfied in cash BEIRARE (LARSEE) 4
Cash and cash equivalents disposed of HERS KRS EEEE (405)
Net cash outflows IR &R FEE (401)

(BmsEEEERAR

—z—teruns—C)
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(a)

(b)

INCOME TAX

(Br=HFEIN - AANREFITR)

9 FRBH

Income tax in the consolidated statement (a)
of profit or loss and other comprehensive

income represents:

Deferred taxation IEERE (Mg 27(a)) :
(Note 27(a)):

Origination and reversal TR E R ESE KD
of temporary differences

Reconciliation between tax expense and (b)

accounting loss at applicable tax rates:

Loss before taxation

Expected tax on loss before
taxation, calculated at the
rates applicable to profits
in the jurisdictions concerned
(Notes (i), (i) and (iii))

Tax effect of non-deductible
expenses

Tax effect of reversal of
deductible temporary
differences not recognised
for deferred tax

Tax effect of unused tax losses
not recognised

Tax effect of write-down of
deferred tax assets and
reversal of deferred
tax liabilities (Note (iv))

Income tax

BRI A& R

GERBRAMZEARSERANAERS

2017 2016
—E—tF —ERE
RMB’000 RMB’000
AR¥TR ARETT
47,210 (25,512)

BIEM X EHE B RRE AP R HEHR

ERERN AR A AE SR
BB £ EIR B A S R A

TR T8 (BRFEE () ~ (i) M (i)

PRHBRRAX RS E
FURIE R IR AR RE R H O]

RS R EERNTHBTE

RUERRRE A FIAR R
MBS E

MORRE TR & 2= B 3 Bl AT A
BENOBETZE (KEM)

FR1S®L
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2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
AR®T ARET T
(152,471) (265,879)
(32,720) (57,779)
1,952 18,190
(1,476) (13,019)
30,969 27,096
48,485 -
47,210 (25,512)
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INCOME TAX (CONTINUED)

(b)

Reconciliation between tax expense and
accounting loss at applicable tax rates:
(continued)

Notes:

(i) The Company and the subsidiaries of the Group
incorporated in Hong Kong are subject to Hong
Kong Profits Tax rate of 16.5% for the year ended
31 December 2017 (2016: 16.5%). No provision
for Hong Kong Profits Tax has been made,
as the Company and the subsidiaries of the
Group incorporated in Hong Kong did not have
assessable profits subject to Hong Kong Profits
Tax for the year ended 31 December 2017 (2016:
RMBNIi).

(ii) The Company and the subsidiaries of the
Group incorporated in the Cayman Islands and
the British Virgin Islands, respectively, are not
subject to any income tax pursuant to the rules
and regulations of their respective countries of
incorporation.

(i) The subsidiaries of the Group established in the
PRC (excluding Hong Kong) are subject to PRC
Corporate Income Tax rate of 25% for the year
ended 31 December 2017 (2016: 25%).

(iv) The amount mainly represents written down
of previously recognised deferred tax assets in
respect of unused tax losses and impairment
losses on trade and other receivables, as the
management of the Group expects that it is not
probable that the related subsidiaries will have
adequate taxable profits to utilise the unused tax
losses and deductible temporary differences in
the future.
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L B8 R AR E B i M AT R B 5 R 2 Rl R O%
RBEHRIERTI7H

(i)  FEBERPE (T EEEE) KB AR EE—F
—tF A=t HIEFERE26% (= F—NF :
25% ) BB F AT BT EHTI7H

() ZREBIFEFIAAR DA REIRRE G REMER
KB BIERTIRE 158 2 AL B EM Y - R EE
B TR ER KGRI B 2 AR T A FIREPRE A SR FfE AR
P FIA B IR B AR IR R A I B 1 2 22
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B R R AL

(Expressed in RMB unless otherwise indicated) (B BA#BAIN © AAREEFIR)

10 DIRECTORS’ EMOLUMENTS 10 E=FHM
Directors’ emoluments disclosed pursuant to section RIFEFB RN FUEHIE 383N IR AR (FEEERS
383(1) of the Hong Kong Companies Ordinance and BEDBHOIE 2 IPIHBENESZ ST -
Part 2 of the Companies (Disclosure of Information
about Benefits of Directors) Regulation are as follows:
2017
“E-tE
Salaries,
allowances Retirement Share-
Directors’  and benefits  Discretionary scheme based
fees in kind bonuses  contributions Sub-total payments Total
e 28 HRHE
EShe  RENEA BERAL  BiGHEER Nt EBRBRR &t
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000 RMB'000 RMB’000
AEETR  ARETn  ARMTn  ARETR  ARETn  ARMTr  AR%Tn
(Note)
(H3t)
Executive directors HiTEs
Mr. Cheng Jerome Cheng Jerome 4 - 261 - - 261 6,438 6,699
Mr. Yuan Weitao REERRE - 767 - 17 784 6,438 7222
Non-executive director FUTES
Mrs. Guo Yan P L - 261 - - 261 6,438 6,699
Independent non-executive BUkHTES
directors
Mr. Wong Chi Keung B - 261 - - 261 - 261
Mr. Liu Erhfel (resigned on =Mk (W2t
1 Apri 2017) MA-RE#E) - 66 - - 66 - 66
Mr. Chan Chi Keung, Alan [ - 261 - - 261 - 261
Mr. Liv Jialin fappointed on ARkt (W3-t
1 Aprl 2017) MA-REZT) - 193 - - 193 - 193
- 2,070 - 17 2,087 19,314 21,401
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IR R T AE

(Expressed in RMB unless otherwise indicated) (Br BB HEIN - AARESR)

10 DIRECTORS’ EMOLUMENTS (CONTINUED) 10 EZHH (&)

2016
“E5F
Salaries,
allowances Retirement Share-
Directors”  and benefts  Discretionary scheme based
fees inkind bonuses  contributions Sub-total payments Total
L WRAA
ETNE  REMEY REFL  RiGralis et ERRNT 5
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTL  ARETT  ARETT  ARETT  ARETR  ARETR  ARETR
Executive directors HiTEs
Mr. Cheng Jerome Cheng Jerome 4 = 250 = = 250 2,076 2,326
M. Yuan Weitao REREE - 79 - % 829 2076 2905
Non-executive directors FUTES
Mr. Feng Xiaohui (resigned on BEAE(RZE—NE
29 Apri 2016) MA=TNBEF) - - - - - - -
Mrs. Guo Yan Pt - 250 - - 250 2076 2326
Ms. Dong Ying, Dorothy (resigned EERT (N5 —F
on 17 February 2016) ZAtREE) - - - - - - -
Independent non-executive BUkyTES
directors
Mr. Wong Chi Keung WAy - 250 - - 250 - 250
Mr. Liu Erhfel 8-mxE - 250 - - 250 - 250
Mr. Chan Chi Keung, Alan 5Vt - 250 - - 250 - 250
- 2,044 - 55 2,079 6,228 8,307

AEENFARERNEE NS ARSI KRFINE
AR B AERIAK RSB BB AR (E -

No emoluments were paid by the Group to any of the
directors as an inducement to join, or upon joining
the Group or as compensation for loss of office
during the year.

Hiet - BRFIERIE AL AIE IR 1EE EIR T EFE LB E (5 1B
18 ° ZZRE AR AT B (EIRIZ AT 21 2(q)) B 09 A5 B LA A7
O REEZ AR ZH 5 B RGE °

Note: These represent the estimated value of share options
granted to the directors under the Company’s share
option scheme. The value of these share options is
measured according to the Group’s accounting policies
for share-based payment transactions as set out in Note

2(q)(i).

EEEYEFINFIE (ERER LB RET BRI R
H ) RHBi5t 26 #:5E -

The details of these benefits in kind, including the
principal terms and number of options granted, are
disclosed in Note 26.

(amsmsmamin —s—tsrens (D
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B R R AL

(Expressed in RMB unless otherwise indicated) (B BA#BAIN © AAREEFIR)

11 INDIVIDUALS WITH HIGHEST EMOLUMENTS 11 BSFHMAL

Of the five individuals with the highest emoluments, hEZBEeHFALTH  EF=FH(ZFT—XRF: —%&)
three (2016: one) are directors whose emoluments BEE  BMEZHFBANTEI0HE - HEME (22
are disclosed in Note 10. The aggregate of the —NF R IFEEHATHEHFMSSTOT ¢

emoluments in respect of the remaining two (2016:
four) individuals who are not directors are as follows:

2017 2016
—E—+tF AN S
RMB’000 RMB’000
ARET T AREFIT
Salaries, allowances and e EMMREDET
benefits in kind 621 8,223
Discretionary bonuses EIBIEAL 33 616
Share-based payments ARG 1D BERE 2 3R 12,876 2,076
Retirement scheme contributions BRIRFTEIRR 34 61
13,564 10,976
The emoluments of the two (2016: four) individuals AEERERRTMATHIESHMBALT(ZE
who are not directors and who are among the five — NG OB) MEFM T FATEE
highest paid individuals of the Group are within the
following bands:
2017 2016
—E—tHF —E—RF
Number of Number of
individuals individuals
AE AH
HK$2,000,001-HK$3,000,000 2,000,001 77T 2 3,000,000 /87T - 2
HK$3,000,001-HK$4,000,000 3,000,001 77T 2 4,000,000 /87T - 2
HK$7,000,001-HK$8,000,000 7,000,001 77T = 8,000,000 87T 2 -
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12 LOSS PER SHARE

(a)

(b)

Basic loss per share

The basic loss per share for the year ended
31 December 2017 is calculated based on
the loss attributable to the equity shareholders
of the Company of RMB66,413,000 (2016:
RMB176,604,000) and the weighted average
of 1,818,494,000 ordinary shares (2016:
1,533,865,000 ordinary shares) in issue during
the year, calculated as follows:

Notes to the Financial Statements

IR R T AE

(Expressed in RMB unless otherwise indicated) (Br BB AN+ LAREZIR)

12 SREE

(a) BREXERE
BE_Z—t&+= )EJE‘I'*EIJJ:ir
FREARNEEIEA QR #ED &%r&“{m@ﬁa
AE’%%MSOOOE(*? N
M176604OOOTE)&EWE?X?‘T%ﬁHxﬂD
¥ ¥ 801,818,494,0000% ( — & — /N & ¢
1,533,865,000 A% & 3@A% ) sTE R

Weighted average number of ordinary shares: TR IIRE 2 -
2017 2016
—E—+tF —E—REF
’000 ‘000
T Fix
Issued ordinary shares R—A—REBITHLER
at 1 January 1,671,615 1,532,727
Effect of shares issued BB TR B2 2 (BI7E 29(c)(ii)
(Note 29(c)(ii)) 149,440 1,138
Effect of shares repurchased H8 B A% 10 B 52 28 (B9 3E 29(0)il)
(Note 29(c)ii) (2,561) -
Weighted average number of R+t-—A=+—BEEK
ordinary shares INEEFHEE
at 31 December 1,818,494 1,533,865

Diluted loss per share

The diluted loss per share is calculated based
on the loss attributable to equity shareholders
of the Company (diluted) of RMB88,130,000
and the weighted average number of ordinary
shares (diluted) of 1,883,029,000 calculated as
follows:

(b) BREESRE
HE_Z—+tF+-_A=+—HIEFEERE
SEEE T ER AR e RS R R (18 (E5E)
AR 88,130,000 7T N 3 38 A AN S 15 £ (%
$%)1,883,029,000 st &40 T ¢

G e s L 10)



Notes to the Financial Statements

B R AR AL

(Expressed in RMB unless otherwise indicated) (Bx 38 #EASN © AAREEFIR)

12 LOSS PER SHARE (CONTINUED) 12 SKREEE)
(b) Diluted loss per share (continued) (b) SREEERE)
() Loss attributable to the equity (i) ADFEZREREMEE(#58)
shareholders of the Company
(diluted)
2017
—E—tF
RMB’000
ARET R
Loss attributable to the equity AN T ERRIEGEE
shareholders of the Company (66,413)
After tax effect of effective interest and AmREHFEESSEEREFER
exchange differences on the liability N ERE g &
component of convertible bonds 9,231
After tax effect of changes in fair value AIHREFITER D EER
recognised and exchange NEEEZE RIE N E5E
differences on the derivative ZIIERE
components of convertible bonds (34,026)
Loss on extinguishment BEARRES 2 BB
of convertible bonds 3,078
Loss attributable to the equity NA R AR R FE (L B 18 (EEE)
shareholders of the Company (diluted) (88,130)
(i) Weighted average number of (i) EHERMEFIH(EHE)
ordinary shares (diluted)
2017
—E—tF
’000
T8
Weighted average number of RT=—A=+—HAzE@ak
ordinary shares at 31 December hniEFIgEK 1,818,494
Effect of conversion of convertible bonds 3 3A AT (E % 2 5/ 2 64,535
Weighted average number of ordinary RTZA=+—HzEak
shares (diluted) at 31 December IS (E8E) 1,883,029

There were no dilutive potential shares
outstanding during the year ended 31
December 2016.

The Group’s share options granted could
potentially dilute basic earnings/(loss) per
share in the future, but were not included
in the calculation of diluted loss per share
because they are antidilutive during the
years ended 31 December 2017 and
2016.

@—Gortunet e-Commerce Group Limited Annual Report 2017)
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B R AR P AE
(BRBERBS - AARESITR)

(Expressed in RMB unless otherwise indicated)

13 PROPERTY, PLANT AND EQUIPMENT 13 Y% - BMEKRRHE

Reconciliation of carrying amount ERHE{EYER
Motor
Machinery vehicles
Plant and and and other
buildings equipment equipment Total
AER
BEREF BERZHE Hithz% st
RMB'000 RMB’000 RMB'000 RMB’000
ARETT ARETT ARETT ARETR
Cost: RS
At 1 January 2016 RZE—~F—A—H 78,735 213,983 18,641 311,359
Additions RE 211 10,005 785 11,001
Disposals HE - (27,632) (35) (27,667)
At 31 December 2016 RZE—"F+-A=1—H 78,946 196,356 19,391 294,693
Accumulated depreciation ZEHMERAE
and impairment:
At 1 January 2016 RZE—~"F—Hf—H (46,925) (150,062) (4,844) (201,831)
Charge for the year FRAZM (2,808) (10,183) (4,647) (17,638)
Impairment losses (Note 6) AEEE (fEe) (4,504) (8,891) (351) (13,746)
Written back on disposals HERRE = 21,484 8 21,492
At 31 December 2016 RZE—R"F+-A=+—H (54,237) (147,652) (9,834) (211,723)
Carrying amount: HREME
At 31 December 2016 RZE—RETZA=1—H 24,709 48,704 9,557 82,970
Cost: B
At 1 January 2017 R=_Z—tF—F—H 78,946 196,356 19,391 294,693
Additions NE 2,889 302 5,876 9,067
Disposals HE - - (10,264) (10,264)
Decrease from disposal of HERBRRRD
subsidiaries (Notes 8 and 13() (FzE8 R 13()) (77,926) (196,658) (5,164) (279,748)
At 31 December 2017 RZE—tF+-A=1—H 3,909 - 9,839 13,748
Accumulated depreciation ZTHTERAE
and impairment:
At 1 January 2017 RZFE—+5—H—-H (54,237) (147,652) (9,834) (211,729)
Charge for the year FATH (1,985) (2,830) (2,414) (7,229)
Written back on disposals HERE - - 6,275 6,275
Decrease from disposal of HEHRBARRD
subsidiaries (Notes 8 and 13(j) (FizE8 R 13()) 53,809 150,482 3,443 207,734
At 31 December 2017 RZZ—tF+=A=1+—H (2,413) - (2,530) (4,943)
Carrying amount: BEE
At 31 December 2017 RZE—tF+=A=+—H 1,496 - 7,309 8,805

(amsmsmamin —s—tsrens—(Q)
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(Expressed in RMB unless otherwise indicated) (BSH A« MARKETIR)

13 PROPERTY, PLANT AND EQUIPMENT 13 Y% - BMERRE (E)
(CONTINUED)
Note: Htat -
0] As mentioned in Note 8, the Group disposed of the () ZIfT 8T - AEBR —FE—+FLIH =+ /A E
Chang Feng Group on 28 April 2017. Accordingly, the BEE - FY - GEEE B —IBFRATIEEIFZ YR -
property, plant and equipment and lease prepayments s R R 1 X R FE (T T B A 1E (R it 14) B RE A
(see Note 14) of the Chang Feng Group that were E o R Ll EFIRE « NEFG AR L FILFRD

pledged as collaterals for a litigation against the Chang BE -
Feng Group have been disposed of during the year.

Upon the completion of the above disposal, the Group is

no longer liable to the above mentioned litigation.

At 31 December 2017

Carrying amount:
At 31 December 2017

R_F—tF+-_HA=+—H

FREE :
R-F—tF+-_HA=t+—8H

@—Gortunet e-Commerce Group Limited Annual Report 2017)

14 LEASE PREPAYMENTS 14 FESHEERE
RMB’000
ARBT T
Cost: RS
At 1 January 2016 and RZB—REF-A—-BK
31 December 2016 —E—RE+=ZA=1+—H 13,826
Accumulated amortisation R RRE ¢
and impairment:
At 1 January 2016 R-—ZE—X~F—H—H (2,065)
Charge for the year FAZ M @77)
At 31 December 2016 RZE—RF+ZA=+—H (2,342)
Carrying amount: BRMEE :
At 31 December 2016 R-ZZT—R"FE+-A=+—H 11,484
Cost: AR
At 1 January 2017 RZE—+F—H—H 13,826
Decrease from disposal of oS BT A mL Rk A
subsidiaries (Notes 8 and 13() (MI=E8 & 13()) (13,826)
At 31 December 2017 RZE—tF+=ZA=+—H -
Accumulated amortisation R EBHERIRE ¢
and impairment:
At 1 January 2017 RZE—tF—H—H (2,342)
Charge for the year FARZH (91)
Decrease from disposal of &S T A Rl A
subsidiaries (Notes 8 and 13() (MI=E8 & 13()) 2,433
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14 LEASE PREPAYMENTS (CONTINUED) 14 FARESEZE ()
2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
AR¥TT ARBT T
Represented by: E
Non-current portion IEmENE D - 11,207
Current portion mENER S - 277
- 11,484

BNEEREEASERUANTE 2 BEL DR
M LHEREHES

Lease prepayments represented land use right
premiums paid by the Group for leasehold land
situated in the PRC.

15 INTANGIBLE ASSETS 15 \|REEE
Exclusive
Domain name income right Total
e BRWARE @st
RMB’000 RMB’000 RMB’000
ARETFTT ARETFTT ARETTT
(Note (i) (Note (ii))
BE=E () B3 i)
Cost: AR
At 1 January 2016 RZZE—R"F—HF—H 21,917 = 21,917
Addition NE = 13,824 13,824
At 31 December 2016, RZE—R"F+-_A=+—H"
1 January 2017 and —T—+F-H-AK
31 December 2017 —T—+&+-A=1+—H 21,917 13,824 35,741
Accumulated amortisation ~ EiH##ERRE :
and impairment:
At 1 January 2016 RZZF—X"F—HF—H (3,793) = (3,793)
Charge for the year FAZ M (5,057) (4,224) (9,281)
At 31 December 2016 RZZ—R"F+ZA=1+—H (8,850) (4,224) (13,074)
Charge for the year FAZH (5,059) (4,608) (9,667)
Impairment losses BEEE
(Notes 6,15()) and 15(i)) (B=E6 ~ 15() K 15(i)) (8,008) (4,992) (13,000
At 31 December 2017 RZZ—tF+ZA=+—H 21,917 (13,824) (35,741)
Carrying amount: BRMEE :
At 31 December 2017 RZF—tF+=-A=+—H = = =
At 31 December 2016 RZE—AR"F+=-A=+—H 13,067 9,600 22,667

(amsmsmamin —s—csrens)—(D)
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(Expressed in RMB unless otherwise indicated) (B

15

S -

INTANGIBLE ASSETS (CONTINUED)

U)

(i)

This intangible asset represents the Group’s
electronic distribution platform, www.
CCIGMALL.com, which the Group acquired
through the acquisition of an e-commerce
business in 2015. In view of the increasing
competition within the e-commerce sector,
and the slower than expected growth and
uncertainties surrounding the future of the
Group’s own e-commerce business, the
management of the Group assessed the
recoverable amount of the domain name
(together with the related goodwill as described
in Note 16) and as a result the carrying amount
of the domain name was written down to
RMBNil. Accordingly, an impairment loss of
RMB8,008,000 was recognised in the profit
or loss for the year ended 31 December 2017
(see Note 6).

This intangible asset represents an exclusive
income right obtained in 2016 from the
development of a tailor-made e-commerce
platform for a property developer in order to
earn revenue from this property developer
by assisting its property sales through the
platform. In view of the slower than expected
progress of the property projects under
development by the above property developer,
the management of the Group considered
such projects may not be developed as
planned. Accordingly, the management of the
Group assessed the recoverable amount of
the exclusive income right and as a result the
carrying amount of the exclusive income right
was written down to RMBNIil. Accordingly,
an impairment loss of RMB4,992,000 was
recognised in the profit or loss for the year
ended 31 December 2017 (see Note 6). The
directors of the Company confirm that the
Group is taking the necessary actions to
recover all or part of the consideration paid to
the above property developer.

@—Gortunet e-Commerce Group Limited Annual Report 2017)
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15 EFPEE ()

M

(i)

WEFEEREASENE T 5 #EF E8www.
CCIGMALL.com ' IAREER —_Z—RAFFEB
WIEEFRHEEFKEMR ERETEES

EREFBBEUZ  ARAEBEIETEmEE
BIERBTAMEE R ER R 2 N EEN - A&
B EE BT b A (KM 16 Fril 2 8
)R RO S RE - Wi EZEREEEMEE A
REZor - Al AEMS&B&M%H@%E
B R éﬁi —+tF+-_A=+—HIF
=t cﬁwﬁm

EFEERASBEAEN _T— T2
XRABEERBETHE %ﬁT$A%%Zﬁ%%
ANEF) - LRBZ T A EMENEBZA
) 2 B 5 g BIRER A o EERY b W 5 5 3 e A
ByYEBEREEREGEE  AEEEEE
REZEHEB RAVEEWNTEEZRE - Atk - X%
EEREMHERBAENDTKRESEE - I
BBRWAEFEmMEMREARES T - A
It - AR#E4,992 000 T F{E E 18 2 77 :Et%zi
T+ F+-_A=t+—HItFE2ER Lﬁ
HizE6) - AAREEERANERIEAKEE
D BT Lt %%ﬁ%ﬁ&f%mbEH
gjj °
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(Expressed in RMB unless otherwise indicated)
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IR R BT EE

(RSB FHB - AAREFIR)

GOODWILL 16 &HE
RMB’000
ARET T
Cost: A :
At 1 January 2016, 31 December 2016, W=ZT—X~F—A—H  —E—~"F+-_A=+—H "
1 January 2017 and —T—+F—-H—HBK
31 December 2017 —+E+=-A=+—8 61,013
Accumulated impairment losses: ZIREES :
At 1 January 2016, 31 December 2016 ~ R=ZF—~F—H—H - ZF—"F+ZHA=1+—8K
and 1 January 2017 —T—+F—H—H
Impairment losses (Note 6) WEEE (M15E6) (61,013
At 31 December 2017 RZE—tF+=HA=+—H” (61,013)
Carrying amount: BRMEE :
At 31 December 2017 RZE—tF+=A=+—H =
At 31 December 2016 RZZE—RE+ZA=1+—8H 61,013

On 25 March 2015, the Group acquired the
51% equity interests in Century Network Holding
Limited (“Century Network”) for a consideration of
RMB76,392,000. The excess of the cost of the
purchase over the net fair value of the identifiable net
assets acquired of RMB61,013,000 was recorded
as goodwill and allocated to the Century Network’s
e-commerce business (the “e-commerce CGU”).

The recoverable amount of the e-commerce CGU
is determined based on value-in-use calculations.
These calculations use cash flow projections based
on financial budgets prepared by the directors of the
Company covering a five-year period. These cash
flow projections adopted annual growth rates ranging
from -9% to 50% (31 December 2016: 65% to
392%), which are based on the Group’s experience
and future business plans for this business and
adjusted for other factors that are specific to the
e-commerce CGU. Cash flows beyond the five-year
period are extrapolated using a 3% (31 December
2016: 3%) long-term growth rate, which is based
on the relevant industry growth forecasts. The cash
flows are discounted using a discount rate of 32.2%
(31 December 2016: 32.4%). The discount rate used
is pre-tax and reflects specific risks relating to the
e-commerce CGU.

R-EBE—RFE=A-+HB  REEUREBARE
76,392,000 st Y 8# Century Network Holding Limited
([Century Networkl)51% B%#E o B B K A8 4
FrE R BRI EEFEN AT FENEZEARE
61,013,000 JTAE 8% AR & BLZE Century Network
WEFRHZEEK ((EFHERGEESN]) o

ETHERSESBMAIIRE S EREERE
Bt EMEE - ZTEERABEeRERA (B AR
NAEEREFERFH HHIEE) - ZF5HER
EEAHAR-9%E50% (—ZE—RE+-_A=+—
H:65%E392%) MFEER  HUAREEEBZ
THEBNER I ARESTEAER  IHEFE
BReESBENBTNEGCEXEHRAZ - BHA
FH RS REFERAIN( ZE—RNF+-_A=+—
Ei 3%) R R RHEET - B R R HEMNERITE

KR - BERERAI2% (ZE—XF+_H
_+ H : 32.4%) MITIR RITIR - FTER A 2 IR R
ARIIERMEETHERCESASENEHBZET
[RBE ©

(amsmsmamin —s—csrens) QD
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16 GOODWILL (CONTINUED) 16
Impairment loss of RMB61,013,000 has been
recognised for the goodwill allocated to the
e-commerce CGU, which also comprised the domain
name included in intangible assets (see Note 15), for
the year ended 31 December 2017.

17 INVESTMENTS IN SUBSIDIARIES 17

The following list contains only the particulars of

subsidiaries which principally affected the results,

assets or liabilities of the Group.

e (E)

BE-_Z—+E+_A=+—HILFE  FEEGE
AR#61,013,000 tEERAESREEFEHER©
EXBEUzEE (BIEAREREENTR (RWE
15)) o

RB AT ZRE

TRESINEAEEEE  EEXEBEBEREEY
KB A TS

Proportion of ownership interest

FREESTH
Particulars of
Place of registered/  The Group's
establishment/ issued and effective Held by the Held by
Name of subsidiaries incorporation paid-up capital interest Company  subsidiaries  Principal activities
] B/ B/BEAR  A%EN KB
HEAREHE RAlDAE BRI ERES  ARAMRA e TEER
Beiing Century Fortunet Network The PRC RMB3,000,000 51% = 100%  Trading of goods through electronic
Technology Co., Ltd. * distribution platform, mobile
applications and other related means
IRt ERRRERRITERAT G AR#3,000,00070 ERETHHTA BIEAR
AREMEEA AR SER
Beiing Century Fortunet Technology ~ The PRC RMB27,000,000 51% - 100%  Maintenance of electronic distrioution
Co., Ltd.* platform and mobile applications
IR EREREERAR G AEH27,000,0007C BEETHRTARBIRAER
Centchain Co., Ltd. (‘Centchain’) * The PRC RMB200,000,000 20% = 100%  Facilitating awards through
an electronic platform
tRGEFRAEAR(HEGE]) + ARH200,000,0007C ERETTRRHENRE
Century Network The British United States Dollar 51% 51% - Investment holding
Virgin Islands ('USD)
ZERAES IESA(ESH) RARR
Pointsea Company Limited The Cayman RMB200,000,000 20% - 50%  Investment holding
(‘PCL") (Note (i) Islands
AERRAR (28] (M) REHS  AXK200,000,0007 RERR
Pointsea Holdings Company Limited The British RMB100,000,000 40% - 80%  Investment holding
(‘PHC") Virgin Islands
PBERAERAR ([ 2/8ER]) ERELHS AK%1000000007T RARR
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17 INVESTMENTS IN SUBSIDIARIES
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B R AR P AE

(Expressed in RMB unless otherwise indicated) (Bx BB HEIN + AAREFR)

17 REQRAZRE (F)

(CONTINUED)
Proportiqn of ownership interest
ek 3 Solid]
Particulars of
Place of registered/  The Group's
establishment/ issued and effective Held by the Held by
Name of subsidliaries incorporation paid-up capital interest Company  subsidiaries  Principal activities
) R/ HR/BRAR RN HEA
MEARER ek HRBAGE BRES  AREMRA e TEER
Pointsea (Hong Kong) Limited (‘PHK”)  Hong Kong 1 share 20% - 100%  Investment holding
FB(ER)ARAR(HEEE])  BA 1K RERR
Shanghal Sub-chain Information The PRC RMB10,000,000 = = - Facitating awards through
Technology Co., Ltd an electronic platform
(“Sub-chain”) * (Note i)
FEAEEEERHERAR Gl AR 10,000,007 FREEEFTATMEAIRE
(TAEH]) (i )
Treasure Ease Holdings Limited The British RMB80,065,000 50.1% 50.1% - Investment holding
(‘Treasure Ease’) Virgin Islands
EERNEE  ARE80,065,0007 REER
* The English translation of the names are for reference * BNELEERER Y EEE B E5BAT X -
only and the official names of these entities are in
Chinese.
Note: Higt -
(i) The management of the Group considers PCL is a ) REFEIEBR ARG FEFS T - 8RR
subsidiary of the Group through its power to control the EFHE I ] o
board of directors of PCL.

(ii) In July 2017, the two individual equity holders (the “Sub-
chain’s equity holders”) of Sub-chain entered into a loan
agreement with Centchain, pursuant to which Centchain
provided interest-free loans of RMB5,000,000 to each
of the Sub-chain’s equity holders. The loans are secured
by the respective equity interests in Sub-chain held by
the Sub-chain’s equity holders. Centchain is granted an
exclusive and irrevocable option to purchase part or all
of the equity interests in the Sub-chain held by the Sub-
chain’s equity holders. The Sub-chain’s equity holders
entrust all of their respective shareholder rights in Sub-
chain to Centchain. Although the Group does not hold
any equity interests in Sub-chain, based on the terms
of agreements Centchain contracted with the Sub-
chain’s equity holders, the Group has the current ability
to direct Sub-chain’s activities that most significantly
affect the returns and will receive substantially all of the
returns related to Sub-chain’s operations and net assets.
Accordingly, the directors of the Company consider it is
appropriate to account Sub-chain as a subsidiary.

(i) REF—F+FLH 5LERSELREREA (55
HERIBEIFEN ) Bt AT REET VU B a8 - IR AT
HEE )53 B AEIREFF B ASEHA R 5,000,000 %8 5
o BHAS G HRIEIFAASBRD L8 H 2 1w
TERBEF - 4152 IEIRIE R R T AT BRI L B B
LB H D TR IERF EARD G2 s o 7
LHEREREASREEEERS R REEFIZTT
WA 5E - (BFEAEBARS B H#FEEMREG @ EE
R4 5281 753 T g2 RIEFF A ATET L BRI - K
EEHEIET S BT E) (HEHAEEAFZEL)ZH
BEET R AW 7 T 5 8 [ B B F (B A S5 B3R »
B+ KR FEFR B G R BB A FIERE -

(amsmsmamin —s—tsrens—QD
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17 INVESTMENTS IN SUBSIDIARIES 17 RHEBARZERE (&)
(CONTINUED)
The following tables list out the combined financial TRINEAEBMABEAEZER RS ([FEZERE
information of Century Network and its subsidiaries, %5 1) B))R =B Century Network K E BB A FILA K
and Treasure Ease and its subsidiaries, the two sub- Treasure Ease REMBRARKE HIHIEER - T3
groups within the Group, which have material non- BIISE R E AARMEL (EA A RS $HRT A FIE -

controlling interests (“NCI”). The summarised financial
information presented below represents the amounts
before any inter-company elimination.

2017 2016
—®—tF ZTF

RMB’000 RMB’000

Century Network ARMT T ARBTT
Revenue U A 134,040 302,088
Net loss [E518 55 (114,347) (129,727)
Net loss attributable to NCI IR M e PR (L B 1B F R (56,030) (63,755)
Non-current assets FEREEE 2,717 79,141
Current assets MENEE 40,905 93,770
Current liabilities MEAE (11,455) (7,850)
Non-current liabilities e UN=E= (326,959) (338,291)
Net liabilities FaRIE (294,792) (173,230)
Net liabilities attributable to NCI IR ER R FEE (144,448) (88,418)
2017 2016

—E—+tF —EF—RF

RMB’000 RMB’000

Treasure Ease AR¥T T ARETIT
Revenue WA 941 =
Net loss &8558 (96,644) (16)
Net loss attributable to NCI IR R ok PR B 1R F R (77,238) 8)
Non-current assets EREEE 2,476 =
Current assets MEEE 161,291 69
Current liabilities mEaE (60,362) (21)
Net assets FEE 103,405 48
Net assets attributable to NCI IR RN FEE 82,706 24

@—Gortunet e-Commerce Group Limited Annual Report 2017)




18 INVENTORIES

(a)

(b)

Inventories in the consolidated statement
of financial position comprise:

Raw materials FR#
Work in progress M
Finished goods B mm
Merchandises for trading R 5 m

Less: write-down of inventories & : TE SR

The analysis of the amount of inventories
recognised as an expense and included
in the consolidated statement of profit or
loss and other comprehensive income is
as follows:

Notes to the Financial Statements

IR R PTEE

(Expressed in RMB unless otherwise indicated) (kBB * AAREZIR)

18 #&

(a) HEMBRARNEFERRE

Carrying amount of EEFENREAE

inventories sold
Write-down of inventories FEMR

2017 2016

—E—+tF —E—RF

RMB’000 RMB’000

ARET T ARETIT

- 38,557

- 5,092

- 30,042

1,343 3,598

1,343 77,289

(1,249) (48,030)

94 29,259

(b) CERABRIRFAGEEZREMZENRE
RNWEFEESEIFWOT :

2017 2016

—E_E —T—REF

RMB’000 RMB’000

ARET T AREFIT

166,120 384,934

8,989 12,205

175,109 397,139

(msmememos = tresns) QD
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19 TRADE AND OTHER RECEIVABLES 19 EZRHMEKRFIE
2017 2016
—E—+t5F —T—RF
RMB’000 RMB’000
AR¥ET T AREFIT
Trade receivables H 5 EWGRIA 4,296 300,540
Bills receivables RN EE - 25,990
4,296 326,530
Less: allowance for doubtful debts o REREHE (3,399) (276,533)
897 49,997
Prepayments, deposits and FENRIE - ek
other receivables: H b IR
— Receivables from business —AREBHERED XK
partners in connection FEU TSR 2 IR
with the Group's digital
point business 2,962 -
— Advances to suppliers — ST AL RER 2 B 2,149 74,088
— Value added tax refundable — AR B ERE 6,265 5,293
— Proceeds receivable for issuance — U TIR A B
of shares Ff8 58 - 246,352
- Advance to a third party —SFE=ZF 28R 31,765 =
— Others —Hh 45,738 71,420
88,879 397,153
Less: allowance for doubtful debts B REREE (40,130) (181,777)
48,749 265,376
49,646 S16,878
All of the trade and other receivables, net of FiEE 5 Kk E MU GRIE (0% REREE) TEEIR —
allowance for doubtful debts, are expected to be FRUWEIRERBAT °
recovered or recognised as expenses within one
year.
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19 TRADE AND OTHER RECEIVABLES 19 B RHMERRE(E)
(CONTINUED)
(@) Ageing analysis (@) BRERDHT
As of the end of the reporting period, the RIFEHRR  sFABSRHEMERRIBEZE 5
ageing analysis of trade and bills receivables FEUGRIE M U AE (I RER R ) BN
(net of allowance for doubtful debts), included HEARBREC DA AT -

in trade and other receivables, based on the
invoice date, is as follows:

2017 2016

—E—+tF —E—RF

RMB’000 RMB’000

ARMT T ARETIT

Within 3 months =EAR 897 29,314
Over 3 months but BE=EA B NEA

within 6 months - 19,816

Over 6 months B~ {E A - 867

897 49,997

(amsmsmamin —s—csrens)—(Qp
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19 TRADE AND OTHER RECEIVABLES 19 EZRHEMEBYIE (F)

(CONTINUED)
(@) Ageing analysis (continued) (@) PBRERD 4T (HE)
At 31 December 2017, trade and bills RZZB—+F+_A=+—H EZEKKE
receivables of RMBNIil (2016: RMB19,920,000) REBREBARBZT(ZZE—RF: ARK
have been pledged to secure the Group’s 19,920,000 7T ) B H 17 LA BL 2N & B A 58 BRER 1T
short-term bank and other loans. REHMEFIREIELR
Details on the Group’s credit policy are set out REBMEEBERFIHEMRMFE30(@)
in Note 30(a).
(b) Impairment of trade and other receivables (b) EF5RHEAEWRIERE
Impairment losses in respect of trade and other EAE S NE eI IE R RE B 18 = F A8
receivables are recorded using an allowance AR E0ET - EAREE R AW E AR K S B
account unless the Group is satisfied that BIRRAN - FERIER TREBEEEEE S NE
recovery of the amount is remote, in which fth P U R TE AR A EE (5B R 2G) () ©
case the impairment loss is written off against
trade and other receivables directly (see Note
20)(0).
The movements in the allowance for doubtful FARBRBENEFHNOT
debts during the year are as follows:
2017 2016
—EB—tHF —E—RF
RMB’000 RMB’000
ARBT T ARBTT
At 1 January R—HA—H 408,310 390,061
(Reversal of impairment CREEEER), B R
losses)/impairment losses BEETE (FiFE6)
recognised (Note 6) (5,684) 18,249
Uncollectible amounts written off 7~ A] Ug [B] < Z& fifl $4 (108) -
Decrease from disposal HERB AR (HizEs)
of subsidiaries (Note 8) (358,989) =
At 31 December R+=—A=+—H 43,529 408,310

At 31 December 2017, trade and other
receivables of RMB43,529,000 (2016:
RMB408,310,000) were individually determined
to be impaired. The individually impaired
receivables related to customers and
debtors that were in financial difficulties and
management assessed that these receivables
are irrecoverable. The Group does not hold any
collateral over these balances.
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19 TRADE AND OTHER RECEIVABLES
(CONTINUED)

(c)

Trade and bills receivables that are not
impaired

The ageing analysis of trade and bills
receivables that are neither individually nor

collectively considered to be impaired is as
follows:

BRI TR R (B
BN =1EA

Neither past due nor impaired

Less than 3 months past due
Over 3 months but within
6 months past due

Over 6 months past due w HAR A 7S E A

Receivables that were neither past due nor
impaired at 31 December 2016 related to bills
receivable from the issuing banks for whom
there was no recent history of default.

Receivables that were past due but not
impaired relate to a number of customers that
have a good track record with the Group.
Based on past experience, management
believes that no impairment allowance is
necessary in respect of these balances as there
has not been a significant change in credit
quality and the balances are still considered
fully recoverable.

19 EBSRHAAEYRKE ()

() WEBEEZEURBERERRE :

BEE (R Sk K RRR ARIE 2 B 5 R U IA K
EWEER 2 REDTIAT

BHBEE =EAE DR/ EA

2017 2016
—E—tF T AF
RMB’000 RMB’000
ARMTE  ARETR
- 25,990

897 21,154

- 1,986

- 867

897 24,007

897 49,997

MER_E—A"FT_A=T—HBHTEREL
FEWGRIR B ST B MBS 2 R TTRKREEE
[ -

BB HERBE 2 BRI RS R EAEEER
RIFBERSEZBURFAR REBELR £
REEERAEBEABHRZEERDER /AR
gumE - MEREREHANZFEMRIELRER
g o

(amsmsmamin —s—csrens—QD
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20 ASSETS AND LIABILITIES CLASSIFIED AS 20 SEARBELHEZEEREAER
HELD-FOR-SALE
The balance of assets classified as held-for-sale at RZE—RF+_A=+—"HBHoEABEHEZE
31 December 2016 was related to the Chang Feng EAGESYEEEHE  WAFALEE (RHEES) -

Group which has been disposed of during the year
(see Note 8).

21 CASH AND CASH EQUIVALENTS AND 21 RERBFEEFEHBUREMRERER
OTHER CASH FLOW INFORMATION
(a) Cash and cash equivalents comprise: (@) BHERFELEEEBBRE:
2017 2016
—E_E —E—RF
RMB’000 RMB’000
AREETT ARETTT
Cash at bank and on hand RITRFHEIRE 392,994 90,002
The Group’s operations in the PRC (excluding AEERPE(TEEDRS) MEBEBUAR
Hong Kong) conduct their businesses in BitE -  ARBATITERIBNERRES
RMB. RMB is not a freely convertible currency HEH AR (R EER) BXFBIBTE RSN
and the remittance of funds out of the PRC FEPRBIFRE o

(excluding Hong Kong) is subject to the
exchange restrictions imposed by the PRC
government.
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21 CASH AND CASH EQUIVALENTS AND 21 REeRBAESFEHEBURHEMRESRER ()
OTHER CASH FLOW INFORMATION
(CONTINUED)
(b) Reconciliation of liabilities arising from (b) BMETBDELEEBHYER
financing activities
Liability Derivative
components  components
of convertible  of convertible
Bank and Interest Secured bonds honds
other loans payables notes TRRES TakES Total
RORAMBER EfifE EERZE BE¥S  fETIAYA &3t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR ARETR ARETR AEETR AEETR AEETR
(Note 23) (Note 22) (Note 24) (Note 25) (Note 25)
(K3 28) (Hir22) (M) (H325) (H325)
At1 January 2017 RZE-tE-f-A 195,660 13996 141,161 67,035 48,941 466,798
Changesfromfinancing ~ AEEBRETELH:
cash flows:
Proceeds from new bank MERTRARER 2 AR
and other loans 60429 - - - - 60429
Repayment of hank and [ERRIREMER
other loans (64,509) - - - - (64,505)
Repayment of securednotes (R HAZL - - (187,747) - - (187.747)
Interest paid EfHE - (2621) 2061) (9,184 - (13.866)
Total changes fom fnancing ~ BEEEIHE 7842
cash flows 5924 (2.621) (139,808 (9,184) - (145,689)
Exchange adjustments ERHE - - (1,008) (3895 (1,625 (6528)
Changes in fair value AYESB (K1)
(Note 7(al) - - - - (32.401) (32.401)
Other changes: HipgH
Fnance cost (Note 7(2) BARA (M 7(d) - 5,324 883 13126 - 19333
(Gain on redemption of BEEARZE Us
secured notes (Note 7(3) (A7) - - (1228 - - (1229
Lossonextinguishment o~ AET B ER 2 BE
convertble bonds (Note 7(a)  (F3E7(a) - - - (8057) 11,129 3078
Disposal of subsicaries (Note ) i EHBAR (zk8) (201,589 (16,69 - - - (218289)
Total other changes Efpefy (201,589) (11,375) (345) 5075 11,129 (197,108)
At 31 December 2017 R=B-tE+ZA=t-A - - - 59,031 26,044 85,075
Note: Bank and other loans consist of bank loans and Biat - R7ITREAMEZ EIZRN i 23 TR B RITEARKE

loans from third parties as disclosed in Note 23. E=FHIER -

(amsmsmamin —s—tsrns)—(Q)
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22 TRADE AND OTHER PAYABLES 22 EHRHMEMTRIE
2017 2016
—E—+tF —E—REF
RMB’000 RMB’000
ARET T ARBT T
Trade payables = AN 1,120 23,431
Payables for construction and EENEEYE  BE
purchase of property, a1 AN
plant and equipment - 2,616
Payables for staff related costs 8 TR A BN AR 8,787 10,070
Payables for miscellaneous taxes FETHERR 614 4,160
Payables for selling expense R B FIRED EH
incurred for digital point business JERHHE MY 14,705 =
Interest payables FERTFIE - 13,996
Others Hib 2,460 44,529
26,566 75,371
Financial liabilities measured RESERR AT EN SR B E
at amortised cost 27,686 98,802
Deposits received from business B AEEHTESEBZ
partner in connection with HEEBZENES
the Group’s digital point business 1,000 -
Deposits received in connection RHESERFREHENEE
with disposals of assets classified KB A R E R RS
as held-for-sale and subsidiaries - 54,226
Deferred income in connection MEBFTREDEB ZBEERA
with digital point business 5,256 -
Advances received from customers BURE P 154 4,818
Provision for warranties RIEEAE - 1,665
34,096 159,511
All of the trade and other payables are expected to B8 5 &EMBENKRIBERAR —FREE I ER
be settled or recognised as revenue within one year RBRASIZZREE -
or are repayable on demand.
As of the end of the reporting period, the ageing R|ERR TAB S REMENRIEZ B 5 EN
analysis of trade payables included in trade and other SRIEE N E B EMEREIR DTN T -
payables, based on the invoice date, is as follows:
2017 2016
—E—+tF —ERF
RMB’000 RMB’000
ARET T ARETIT
Within 3 months =EAR 1,034 2,824
3 to 6 months == EBA 26 651
Over 6 months A7 E A 60 19,956
1,120 23,431
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23 BANK AND OTHER LOANS 23 SHROREMER
(a) The Group’s short-term bank and other (a) AEENEHRITEREMERSFMT :
loans are analysed as follows:
2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
AR®T T ARBTT
Bank loans: RITEN ¢
— Secured by land use rights — AR EAY Tt {F K
and property, plant and M - BB MR EEA
equipment of the Group - 52,400
Other loans from third parties: ~ REFE=HFHEMER :
— Guaranteed by subsidiaries —HAARSE B R RER
of the Group - 42,860
— Secured by bills receivables — HAE B E W EIRE R
of the Group - 19,920
— Unguaranteed and unsecured  — S HE(R % S35 7 - 52,935
- 115,715
- 168,115
Add: Current portion of o RERITERMRHMER
long-term bank and "R ENER S (MI5E 23(b))
other loans (Note 23(b)) - 27,550
- 195,665
(b) The Group’s long-term bank loan is (b) AEENRHBITERDNAOT :
analysed as follows:
2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
ARET T ARBTT
Bank loan: RITEN ¢
— Guaranteed by a third party —HE=FER - 15,000
Other loan from a third party: REEF=THEMER :
— Guaranteed by a subsidiary —HAEEMB AR
of the Group R - 12,550
- 27,550
Less: Current portion of B REBIRIT R EAME K
long-term bank and KR ENER 5 (I 5E 23(a))
other loans (Note 23(a)) - (27,550)

(amsmsmamin —s—tsrens) (gD
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23

24

(B =HEFBIN - AANRKEFITR)

BANK AND OTHER LOANS (CONTINUED)

(c) The following assets and their respective
carrying values as at the end of the
reporting period are pledged to secure the
Group’s bank and other loans:

Property, plant and equipment
(Note 13)

Lease prepayments (Note 14)

Trade and bills receivables
(Note 19(a))

Pledged bank deposits

(d) At 31 December 2017, the Group’s banking
facilities amounted to RMBNil (2016:
RMB52,400,000) were utilised to the extent of
RMBNIl (2016: RMB52,400,000).

SECURED NOTES

On 3 June 2015, the Company issued secured
notes (the “Notes”) with an aggregate face value
of USD20,000,000 (equivalent to approximately
RMB122,352,000) to Chance Talent Management
Limited (“Chance Talent”), a third party. Upon
issuance, the Notes bear interest at 13% per annum,
payable semi-annually, and will mature on 3 June
2017. The Notes and the convertible bonds issued
on 3 June 2015 (see Note 25) are secured by
505,581,818 ordinary shares (the “Pledged Shares”)
in the Company owned by Century Investment
(Holding) Limited (“Century Investment”), an equity
shareholder of the Company.

On 13 January 2017, the Group has redeemed all of
the Notes. The difference between the redemption
value and the carrying amount of the Notes
amounted to RMB1,228,000 has been recognised as
a gain on redemption of the Notes in the current year
(see Note 7(a)). On 15 March 2017, 396,238,156
ordinary shares of the Pledged Shares have been
released.
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B 5 FEROR R AR I (TR 19(0) _
HERNBITER

24

RITREMER ()

() TIHEERANREBRZIREED EFER
AEMRTREMERZER

2017
—E—+tF
RMB’000
ARETT

2016
—E—RF
RMB’000
ARET T

Y% - RS KAk (BEE13)
BENEERNR (M 14)

- 75,316
- 11,484

19,920
- 428

- 107,148

d R-Z—+F+_-_A=+—8 KNEEEFET
RERAEEARBEETL(ZZ—RF: ARK
52,400,00070) ' EBRBARKZT L (=T —X
F . ARME 52 400,0007T) °

FEARE

RZE—RAFNA=ZB ARAIEM—RKBE=
77 Chance Talent Management Limited ([ Chance
Talent]) % 17 [ {& 48 %8 /3 20,000,000 % 7T ( 49 % 1
AE¥122,352,0007T) BEMREE ([FRIR 1) - 103
T8 BEZRFMNEI3%E - BEFRE—X
IR —_E—+FEA=ZHFH R-ZT—RFEA
A=B%ET2EBRAIMRKRES (R HE25) AR
N EHEZE I E Century Investment (Holding) Limited
([ Century Investment | #8 2~ A /) 2 505,581,818 1%
Tk (BTG, ) (ERER -

R-E—+E—A+=H AEEFECEBOMEE
% - ZREREEERME ZR AR 1,228,000
THERAAERNAEEBLOERE v WH (R W
7@) - RZE—+FE=A+HH 2EFERHZ
396,238,156 % &3 I8 B EHFLR ©



25 CONVERTIBLE BONDS

The Group’s convertible bonds are analysed as

follows:

At 1 January 2016
Accrued finance charges
for the year (Note 7(a))
Interest paid
Exchange adjustments
Fair value changes
on the derivative
components (Note 7(a))

At 31 December 2016
and 1 January 2017

Convertible bond issued
Accrued finance charges
for the year (Note 7(a))
Interest paid
Exchange adjustments
Fair value changes
on the derivative
components (Note 7(a))
Extinguishment of
convertible bonds

At 31 December 2017

RZE—X~F—A—H
AFE RIS ER (KE7@)

718
4 %

(T4 LA ATE
28 (M3 7(a)

W=B—AF+=A=t-A
R=F—+%—A—H

BRITAHRBES
REZRAMBER (MEET7(E)
EAAE

B 54
ITETARDAFE

28 (FE7()

BERRARES

RZE—+F+=-A=+—H

Notes to the Financial Statements
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25 TRRES

IR R AR AL

(BB FHBA - AAREFIR)

REBAHRBRESFOITIT

Liability Derivative
components components Total
=N FTE TS et
RMB’000 RMB’000 RMB’000
ARMT T ARMET T AR¥T T
59,428 20,981 80,409
12,166 - 12,166
(8,738) - (8,738)
4,179 1,374 51558
- 26,586 26,586
67,035 48,941 115,976
59,321 27,449 86,770
13,126 - 13,126
(9,184) - (9,184)
(3,895) (1,625) (6,520)
- (32,401) (32,401)
(67,372) (16,320) (83,692)
59,031 26,044 85,075
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25 CONVERTIBLE BONDS (CONTINUED)

U)

On 8 June 2015, the Company issued two
secured convertible bonds with face value of
USD6,000,000 (equivalent to approximately
RMB36,706,000) (“CB1”) and USD4,000,000
(equivalent to approximately RMB24,470,000)
(“CB2”) to Chance Talent. Upon issuance,
both convertible bonds bear interest at 13%
per annum and will mature on 3 June 2018.
CB1, CB2 and the Notes (see Note 24) are
secured by 505,581,818 ordinary shares in the
Company owned by Century Investment.

Upon issuance of these convertible bonds,
Chance Talent can convert CB1 into the
Company’s ordinary shares at HK$1.06 per
share (i.e. the conversion option) and CB2 into
the Company’s ordinary shares at HK$1.50
per share (i.e. the conversion option) at any
time from 3 June 2016 till 3 June 2018. The
conversion options are classified as derivative
financial instruments and have been included
in the balance of the convertible bonds in the
consolidated statement of financial position.

CB1 and CB2 are subject to the fulfiiment
of covenants as stipulated in the bond
instruments. At 31 December 2016, the Group
has not fulfilled certain of the financial and
operational related covenants, and accordingly,
CB1 and CB2 have become repayable on
demand and have been classified as short-term
liabilities. On 27 February 2017, the Group and
Chance Talent have reached an agreement,
where Chance Talent agreed not to demand
payment as a consequence of the above
matters before the original maturity date of 2
June 2018.

On 20 December 2017, the Company has
extinguished CB1 and CB2 and issued new
secured convertible bonds with face value of
USD10,000,000 (equivalent to approximately
RMB66,066,000) (“CB3”) to Chance Talent.
Upon issuance, CB3 bears interest at 13% per
annum and will mature on 3 June 2019. CB3
are secured by 109,343,662 ordinary shares in
the Company owned by Century Investment.
Chance Talent can convert CB3 into the
Company’s ordinary shares at HK$1.209 per
share (i.e. the conversion option) at any time
from 20 December 2018 till 3 June 2019. The
conversion options are classified as derivative
financial instruments and have been included
in the balance of the convertible bonds in the
consolidated statement of financial position.

@—Gortunet e-Commerce Group Limited Annual Report 2017)

25 TWHRRES (8

M

R-ZZE—RFENA=H " KNARIE R Chance
Talent 21 TR EI{E 5 51 A 6,000,000 3 7T (49
E AR 36,706,000 7T ) A 30 Al I (E
([ArHeRs &2 — 1) & 4,000,000 3= 7T (H9ZE R A
R 24,470,000 7T ) B I AT IG E 5 ([ AT #2
EH =) - REEITR  ZEMM AIRRKES
EIREFRAZ% A B BR —_E—N\F A=
BEH - AR ES—  ATRRESF - R ERK
(R Fft3E24) BA Century Investment A AN A &)
505,581,818 & 3@AX1E AT ©

REITZE A IR(ES 1% * Chance Talent ]
BE-Z—R"EANA=AE_Z—N\FEA=H
E{a] B R R B RR AR (9 1.06 76 TT 45 Al R AR 5 25—
B2 A RN B @A (BHRRRHE ) KR R
1.50 78 TT 15 Al HA AR (& 5 — 8 AR N B E B AR
(B pesE) - MR ER DB ATESM T AN
BT AGRE ISR R AT AR (E 5 2 &gk o

AR ES— RO BRES S EEFTESTH
ML EBITHRRE - R=ZZE—RFE+_A
=t—H AEBEHKETE THYBREE
BN Bl ES— kAR ES
“EAREREERSEARBAGE RZE
—tF=—A=++tH ' &&E K Chance Talent
T ERK 7755 © E A Chance Talent AIE TN &R
A —E - N\EASA AR LiEEMm

S
RSB o

RZB—+FE+=-A=+H  AQFNSEAKR
fEH— LAk &S — LA KRB R Chance
TalentZ£17 E {& 4 10,000,000 E 7T (X1 E W A
R #66,066,000 7T ) B EF ] B E 5 ([ /]
BEH=]) - REITE  ATRRES = REF
K183%t EW BN —_E—NFA=ZHEIH -
AR (&2 = Century Investment#EAARA
7] 109,343,662 % & i % 1E & K # - Chance
TalentAi B —E—N\F+_-_A-_+HBHE_F
—NFN A= BEMBERIZRERIEGN 1.20978
AR ES Z SR AARRQ A TR (B
BEHE) - MR ER DB ATAES R T AY 25t
ANERE TSRO R AR E S 2 A5 8R o



26

EQUITY-SETTLED SHARE-BASED
TRANSACTIONS

The Company has a share option scheme which
was adopted on 28 June 2010 whereby the
directors of the Company are authorised, at their
discretion, to invite any full-time or part-time
employees, executives, officers or directors (including
independent non-executive directors) of the Group
and any advisors, consultants, agents, suppliers,
customers, distributors and such other persons who,
in the sole opinion of the directors of the Company,
will contribute or have contributed to the Group,
to take up share options at HK$1 to subscribe for
ordinary shares in the Company.

On 3 October 2016, 80,000,000 share options were
granted to directors of the Company and employees
of the Group under the above share option scheme.
All the share options granted will vest after one year
from the date of grant and will mature on 2 October
2019. Each share option gives the holder the right to
subscribe for one ordinary share in the Company at
HK$1.41 and is settled gross in shares.

(@) The term and condition of the share
options granted is as follow:

Share options granted to directors:
KT EFHBRE
— On 3 October 2016

—-RZZE—X~"F+A=H

Share options granted to employees:
T B AR

— On 3 October 2016
—-RZZE—~"F+A=H

Total share options granted

B H BB AR B

(Expressed in RMB unless otherwise indicated)
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IR R AR P AE

(B 2B R - UARBIIR)
BEfEUARDRERNRS

ARBIFE TR _F-FFNA -+ /\BERAR
BREE BUARRESERBRANSEG
AEBEEME2BARBES HTAR  SEBE
FEF(BRBUIFNTES)  RARAEZEHE
AR RAREBEEHRE (B BBV E T35 D -
B R HER - BF  DHARZFEMA
TIR1ABTTEABREARBA QR LB

RNZZT—NE+ A=H 80,000,000 k& I AER 1%
PR EERTFARREERAEEES - &
HHEERESNERE BB —FREE
EER-_ZE—NAE+A_BIH - FHERELT
B ARERAIZ 4178 TTRE AR 7 — R 3@ B A
D 2 EAEE -

(@) FIRBRENEIREEDT

Contractual life
of share options

BIRIER BRI

Number of Vesting

condition

TAZA EFB 11T

45,000,000

35,000,000

One year from the
date of grant

B B — 5

3 years

3%

One year from the
date of grant

B B —F

3 years

3%

80,000,000

(BmsEEEERAR

:%—tiigiﬁﬁ)—@
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26 EQUITY-SETTLED SHARE-BASED 26 RZEEURODA/ERNTS (HF)
TRANSACTIONS (CONTINUED)
(b) The number and weighted average (b) MBEREHERMEFHDTEEOT :
exercise price of share options are as
follows:
2017
—E—tHF
Weighted
average
exercise price Number of

HK$ share options
IEFTEE BREHE

BT

Outstanding at the REYIRITHE

beginning of the year 1.41 80,000,000
Forfeited during the year REAKK 1.41 (5,000,000)
Outstanding at the end RERKITMHE

of the year 1.41 75,000,000
Exercisable at the end RERATTE

of the year 1.41 75,000,000
The share options outstanding at 31 December RN-E—+E+— B =+—B R {TEH R
2017 had a weighted average exercise price B IR 1T (B A 1.41 B T R A T B ntEE
of HK$1.41 and a weighted average remaining A UER A1 .84 o

contractual life of 1.8 years.
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27 DEFERRED TAX ASSETS AND LIABILITIES 27 EEBEBEEEREE
(@) The components of deferred tax (@) REEHBRARBRAZELHEBEEHARE
assets and liabilities recognised in the WA RNRERZESEMT :

consolidated statement of financial
position and the movements during the
year are as follows:

Assets Liabilities
BE 8f

Fair value

adjustments

on property,

plant and

equipment,

lease

prepayments

and intangible

Impairment  assets and

losses on  subsequent

trade and depreciation

Unused other and
taxlosses receivables amortisation Total

nE - BE

e

BNHERE

REVEEZ

BoRHEM AP ERER

ABA FEWRIE URE#E
HEEE HESE TERES @t
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT AR®TRT AR®TR AR%®TR

At 1 January 2016 RZFE—"§—H—-H 26,270 - (5,241) 21,029
Credited to the consolidated FTARA R REM

statement of profit or loss and 2EKEE (FFE9a)

other comprehensive income

(Note 9(a) 14,034 9,983 1,205 25,512
At 31 December 2016 RIEB—R"F+-A=t—-H 40,504 9,983 (3,946) 46,541
(Charged)/credited to the consolidated (1% 8),/FtAGZARBHER

statement of profit or loss and other Hiv2ElER (FE9a)

comprehensive income (Note 9(a)) (40,504) (9,983) 3,277 (47,210)
Decrease from disposal of subsidiaries I EHTBARIR (Hi:E8)

(Note 8) - - 669 669
At 31 December 2017 RZE—tF+-A=t—H - - - -

G el s L 12)
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(Expressed in RMB unless otherwise indicated) (Bx 38 #EASN © AAREEFIR)

27 DEFERRED TAX ASSETS AND LIABILITIES
(CONTINUED)

(b)

(c)

Reconciliation of deferred tax assets and
liabilities recognised in the consolidated
statement of financial position:

Deferred tax assets recognised

27 EEHBEEEREE(H)

(b)

KRB B R A

in the consolidated statement R BELEFIBEE

of financial position

Deferred tax liabilities recognised 7454 B #5#k N & A

in the consolidated statement
of financial position

Deferred tax assets not recognised

In accordance with the accounting policy set
out in Note 2(r), the Group has not recognised
deferred tax assets in respect of unused
tax losses and temporary differences of
RMB276,296,000 at 31 December 2017 (31
December 2016: RMB1,058,324,000), as it is
not probable that future taxable profits against
which the losses and temporary differences
can be utilised will be available in the relevant
tax jurisdiction and entity. The unused tax
losses at 31 December 2017 will expire on or
before 31 December 2022.

28 PROVISIONS

Provisions for financial guarantee contracts issued

HERELERAEAR

(c)

28 BB

SEMBRRRABINELHREERAE
RV AR

2017 2016
—2—-tF —EREF
RMB’000 RMB’000
AR®TR ARETT

- 50,487
- (3,946)
- 46,541

RERNELERBEE

RIBEM 2 TS St ER - ARERBRS
ALEHERA - BB KA REA A R FE R B )m Fll
DARSE AT B R 2 F BB R E R =58 0 R
EER-_E—+F+-_A=+—HIEHRK
) ARIEEE R TR E5 AR 276,296,000
T(ZE—RNE+-_A=+—"H: AR
1,058,324,000 70 ) FERBLETRIBEE - N=_F
—+F&+-A=+—8  XPHAREBHBEER
—E-—F+-RA=+—H=ZRfEm °

MBHOMBEREORE

RMB’000
ARBTT

At 1 January 2016
Additional provisions made

At 31 December 2016
and 1 January 2017
Decrease from disposal
of subsidiaries (Notes 8 and 13(i))

At 31 December 2017

R_ZF—A"¥—H—H
TEHHIRRI N

R-E—A"F+-_HA=+—H

M—ZE—+F—A—H
HEHMB AR (MR8 K& 13())

R_E—tF+-_HA=+—H
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29 CAPITAL, RESERVES AND DIVIDENDS

(a)

Notes to the Financial Statements

(Expressed in RMB unless otherwise indicated)

IR R AR P AE

(B S HEFHB - AAREFIR)

29 EBX - HERERE

Movements in components of equity (a) HEZHOWEH
The reconciliation between the opening and REBGEERSHDRFYI N FRESRZE
closing balances of each component of the RSN AR EF R - NA A FY)EFRE
Group’s consolidated equity is set out in the BIEf SRS 2 EBEFHN & -
consolidated statement of changes in equity.
Details of the changes in the Company’s
individual components of equity between the
beginning and the end of the year are set out
below:
Share Share Capital Accumulated
capital premium reserve losses Total
A kit &fE ERfHE B8 &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR ARBTR ARBTR ARETT ARBTR
(Note 29(c)) (Note 29(d)(i) (Note 29(d) ii))
(Mt 29(c)) (£ 29()i) (o3t 29(cl)i)
Balance at 1 January 2016 RIB-RE
-A- AL 98,557 787,138 226,982 (850,072) 262,605
Changes in equity for 2016:  R=E-NENERET
Lossand total comprehensive ~ FREERZEUALE
income for the year - - - (79,509) (79,509
Issuance of shares ki 9,652 234,132 - - 243,784
Shares granted under the share ~ REBRIETEIR
option scheme (Note 26) Bl (Wi 26) - - 11,073 - 11,073
Balance at 31 December 2016 W=F—-~%E
TZA=T-BES 108,209 1,021,270 238,055 (929,581) 437,953
Balance at 1 January 2017 RZE-t§
-B-RiEE 108,209 1,021,270 238,055 (929,581) 437,953
Changes in equity for 2017:  R=E-tEHERET
Lossand fotal comprenensive ~~ FREERZEUALE
income for the year - - - (427 463) (427,469)
Issuance of shares (Note 29(c)fi)  Z315 (& 290 10404 252,489 - - 262,886
Purchase of own shares EARSZRN
(Note 29(c)(i) (FE 29(c)i)
~ par value paid -BfEE (635) = - - (635)
- premium paid -Bf&E - (8,205) - - (8,208)
Effect on equity arising from HERBAF
disposal of subsidlaries HiREns 2 - - (226,982) 226,982 =
Shares granted under theshare RIS IR
option scheme (Note 26) BIRR{A (Rt 26) - - 31,500 - 31,500
Balance at 31 December 2017 R=F—t%
TZR=t-Rl&H 117978 1,265,547 42573 (1,130,062) 296,036

(amsmsmamin —s—tsrens)—(E)
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(BB HEFEIN - AANRKEFITR)

29 CAPITAL, RESERVES AND DIVIDENDS 29
(CONTINUED)

(b)

(c)

Dividends

U

(i)

Dividends payable to equity shareholders
of the Company attributable to the year

The directors of the Company do not
recommend the payment of a final
dividend for the year ended 31 December
2017 (2016: RMBNIil).

Dividends payable to equity shareholders
of the Company attributable to the
previous financial year, approved during
the year

The directors of the Company did not
recommend the payment of a dividend
for the year ended 31 December 2016
(2015: RMBNIl).

Share capital

(i)

Issued share capital

Authorised: EIE

Ordinary shares of SRAEECIIET
USD0.01 each LiER

Ordinary sharesof ~ EETREHAZREHN
USDO0.01 each, BRAEE0.01XE T

issued and fully paid: ZE&R

At 1 January R—H—H

Shares issued B BT (P FE 29()(i)
(Note 29(c)(ii))

Shares repurchased EIEEIAR (7 (Pt 29(c)(i)
(Note 29(c)ii)

At 31 December R+=A=+—H

Annual Report 2017)
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EXR - #ERRKRE ()
by KE
() EAARRAEERERELAFEENRE
AAREETEBRNEE-_T—tF+ =8
—+—HIEFEZRBBRE(ZZE—X
F: ARBZT) -
(i) AAFEHEZENARRERRERE
1 E—BEERNRE
KRR EEITERRNEHEZZ - F
TZA=T—HLEFEZRE(ZZ—H
F: AREZT) -
(c) mE=
(i) EBRITRA
2017 2016
—8-tf i
No. of No. of
shares shares
RIPEE RIDEE
’000 UsSD’000 '000 USD’000
TR FER Fhix T=r
5,000,000 50,000 5,000,000 50,000
2017 2016
- “TAE
No. of No. of
shares shares
RPEE RIHEE
’000 RMB’000 '000 RMB’000
TR AR%TR Th AR®ETT
1,671,615 108,209 1,632,727 98,557
151,515 10,404 138,888 9,652
(9,621) (635) - -
1,813,509 117,978 1,671,615 108,209




29 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(c)

Share capital (continued)

(i)

(iii)

On 12 December 2016, the Company
entered into a placing agreement with
a placing agent, pursuant to which the
Company agreed to place, through
the placing agent, a maximum of
291,218,000 new shares to independent
placees at a price of HK$1.98 per share.
A placee subscribed for 138,888,000
shares in the Company in December
2016.

On 6 January 2017, another placee,
namely Beijing Enterprises Real Estate
(HK) Limited, subscribed for 151,515,000
shares in the Company. USD1,515,000
(equivalent to approximately
RMB10,404,000) of the proceeds
was credited to the Company’s share
capital. The remaining proceeds, net of
transaction costs, of USD36,769,000
(equivalent to approximately
RMB252,482,000) were credited to the
Company’s share premium account.

Purchase of own shares

During the year, the Company
repurchased its own ordinary shares on
the Stock Exchange as follows:

Month/year £/ A
September 2017 “T—+FNA
October 2017 “T—+F1+HA

Notes to the Financial Statements
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(Expressed in RMB unless otherwise indicated) (B BB AN - MARETIR)

29 EX - RERKRE (&)

() B&(H)

iy RZE—XR"F+=-—A+=H ' ~ARFHE
—EZEREEREBT IR EHmE " Hitt
ARRRAEEBZRERERERS
291,218,000 T iR (0 TR AR A - B
KAEESR1.98B T - —ZERBEARZE
—NEE+ = B2 138,888,000 Ax A A &

Bt

%

R-ZE—+tF—HAB ' B5—REKE
ABMAtIEE X (BB ER QA ) RE
K2 7151,515,000 f% f% 175 » BT 1§ 218
1,515,000% 7T (XI5 A R #10,404,000
7C) BT AR RIRIAR A o 82 N ET1SFIE
(32 AN ) 36,769,000 7T (497
AR 252 482,0007T) 25t AR R & HY
BADREERE ©

(i) BABEERH
MAFEEA - ZNA 72 R B FTiE R H
BEERRMT -

Number Highest Lowest

of shares price paid price paid  Aggregate
repurchased per share per share price paid

BE RS ENER ENER e

= BRER REER ENER

HKS HK$ HK$'000

7,811,000 1.13 1.05 8,482
1,810,000 1.10 1.08 1,972
9,621,000 10,454

(amsmememos = tresns)—(ED
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(BB HEFEIN - AANRKEFITR)

29 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(c) Share capital (continued)

(iii)

Purchase of own shares (continued)
The repurchased shares were cancelled
and accordingly the issued share capital
of the Company was reduced by the
nominal value of these ordinary shares of
USD96,210 (equivalent to approximately
RMB635,000). The premium paid
on the repurchase of the ordinary
shares of HK$9,701,000 (equivalent
to approximately RMB8,205,000) was
charged to share premium directly.

(d) Nature and purpose of reserves

(i)

(1)

Share premium
The application of the share premium
account is governed by Section 34 of the
Companies Law, Chapter 22 (Law 3 of
1961, as consolidated and revised) of the
Cayman Islands.

Capital reserve
Capital reserve comprises the follow:

- the portion of the grant date
fair value of unexercised share
options granted to directors of the
Company and employees of the
Group that has been recognised
in accordance with the accounting
policy adopted for share-based
payments in Note 2(g)(ii); and

= the changes in equity arising from
the group reorganisation took place
in prior years. Such balance has
been reclassified to the Group’s
accumulated losses upon the
disposal of the Group’s subsidiaries
mentioned in Note 8.
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29 EX - RmERKRE (&)

(c) BAGE

(iii)

BABERA (&)

RGO E&FHE B ARARE BT
[ AR B R 2= It & B A% 2 T {E 96,2103
To(HER AR 635,0007T) © B[O
f% 2 B4 189,701,000/8 T (KIER AR
#8,205,0007T) B B FIBR IR (D)@ & o

(d) REZMEEREN

(i)

(ii)

R 1 52 (B
BARMEERIASASAMF22E
RAEVE(—NAR—FE=ZTEN - KEEE
KAERT) B34 IREE -

BB
BRBERETIE -

—  BREMEE2(0) (i) Tl BELARR 5 7=
EE 2 R H) 2 5T BUR RS
By ARAESE MAKEEEBANKR
1T R B B A E B
oK

- REEFRETEESHELNE
BEE - ZERNMES IR L E
AEEHBARREERIBEER
SERFTEE -



29 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(d)

(e)

Nature and purpose of reserves (continued)

(iii) Surplus reserves

In accordance with the articles of
association of the subsidiaries of the
Group established in the PRC (excluding
Hong Kong), these subsidiaries were
required to set up certain statutory
reserves and discretionary surplus
reserves, which were non-distributable.
The transfers of these reserves are
at discretion of the directors of the
respective subsidiaries. The surplus
reserves are utilised for predetermined
means upon approval by the relevant
authority. Balances related to the Group’s
subsidiaries disposed of during the year
have been reclassified to the Group’s
accumulated losses.

(iv) Other reserve
The balance of other reserve comprises
the difference between the consideration
paid and the carrying values of the non-
controlling interests acquired by the
Group in prior years.

Capital management

The Group’s primary objectives when
managing capital are to safeguard the Group’s
ability to continue as a going concern,
so that it can continue to provide returns
for shareholders and benefits for other
stakeholders, by pricing products and services
commensurately with the level of risk and by
securing access to finance at a reasonable
cost.

The Group actively and regularly reviews and
manages its capital structure to maintain a
balance between the higher equity shareholder
returns that might be possible with higher levels
of borrowings and the advantages and security
afforded by a sound capital position, and
makes adjustments to the capital structure in
light of changes in economic conditions.

Notes to the Financial Statements
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29 EX - RERKRE (&)

(d)

(e)

REZHER B8 (&)

(iii) ZHEHEE

REAEERTFH(TREERD) KL
M BARIMNAEERME  ZE5WE
RAVERY B T ECHERTERGH
. ZERBREEBTAUEDR - X EHEE
AESENBAREENIE R ETHE
2o KIABHIEHLER - B EIRTE
ERMAATUEAE - BAEERFRAL
ENBRARERBZEHREETVEER
EERFEE -

(iv) Hftbf#E
HFENERe e N EEAEE
RBEFEESHIEERERAIRT
Bz =7 -

EREE

AEBERREE FNEEEHRREAEE
SR AEATE - BB R K AR
BRSO R A A AR A B B
A R IR AR LB 3R B LA RIS AR R
HRF% -

AEEEG LR REEEEARERE - N

EERREaRROBRMEGKT L2
B ARERRNEARRNESELT 22
A 18 MR e BB Sk B i R
HERGER -
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29 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(e)

Capital management (continued)

The Group monitors its capital structure on the
basis of an adjusted net debt-to-capital ratio.
For this purpose, adjusted net debt is defined
as total debt (which includes bank and other
loans, secured notes, convertible bonds, and
trade and other payables) plus unaccrued
proposed dividends, if any, less cash and cash
equivalents, pledged deposits and proceeds
receivable for issuance of shares. Adjusted
capital comprises all components of equity,
less unaccrued proposed dividends, if any.

During 2017, the Group continued to make
efforts to improve the adjusted net debt-to-
capital ratio. In order to maintain or adjust the
ratio, the Group may issue new shares, raise
new debt financing or sell assets to reduce
debt.

The Group’s adjusted net debt-to-capital
ratio at 31 December 2017 and 2016 was as
follows:

Current liabilities: mENEE

Trade and other payables

Bank and other loans IRITREME
Secured notes BHERAEE
Convertible bonds AR ES
Non-current liabilities: IEmBEE
Convertible bonds AR ES
Total debt RIETS

Less: cash and cash equivalents

Less: pledged bank deposits

Less: proceeds receivable for
issuance of shares

29 EX - RmERKRE (&)

(e)

B 5 R EAM IR

o B MReFHEIAR
B EIRIRT TR
B EUCERTTARD BT

Adjusted net (assets)/debt KRR (EE) BB TFE
Total equity ERBEE
Adjusted net debt-to- REARFEEHERLE

capital ratio

Neither the Company nor any of its subsidiaries
are subject to externally imposed capital
requirements.
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= RIHE

BEXEE (&)

AEEREHEFAEHEAN L REEERE
BAGER B ER  BREFAERATRE
BEBRRITIAEMBER  AEARE 7
BBRESNE S R E AN FKIA) IERERT &
DIREE(AE) - BEREMREFEEE - H
WER LB EITROMAEIE - KHEE
g%ﬁﬁj&;ézﬁﬁﬁ%ﬁ&%ﬁﬁi)ﬁ?#%éﬂ%ﬁﬁfﬁﬂﬁ
B (A ®

R-ZE—tF ARERERSEHEFEE
BEARLER - BT HRIGHABZLER - AEE
AEITHRD ERFEFREXHEEEN
HIRETS ©

AEBR-_ZE—+tER-_T—XRE+_-A
=+ —RAZEAEFEEHEARLL RN ¢

2017 2016

—E2-+tF —T—RF

Note RMB’000 RMB’000
T AR®TR AREFT
22 34,096 159,511
23(a) - 195,665
24 - 141,161
25 - 115,976
34,096 612,313

25 85,075 -
119,171 612,313
21 (392,994) (90,002)
(30) (461)
19 - (246,352)
(273,853) 275,498

332,398 86,613

N/A 318%

AATHENER ABEZI M E A
RE PR -



30 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

Exposure to credit, liquidity, interest rate and
currency risks arises in the normal course of the
Group’s business.

The Group’s exposure to these risks and the financial
risk management policies and practices used by the
Group to manage these risks are described below.

(@) Creditrisk
The Group’s credit risk is primarily attributable
to trade and other receivables. Management
has a credit policy in place and the exposures
to these credit risks are monitored on an
ongoing basis.

In respect of trade and other receivables,
individual credit evaluations are performed
on all customers and debtors requiring credit
over a certain amount. These evaluations
focus on the customer’s and debtor’s past
history of making payments when due and
current ability to pay, and take into account
information specific to the customer and
debtor as well as pertaining to the economic
environment in which the customer and debtor
operates. For trade receivables arising from the
Group’s e-commerce business, cash before
delivery is generally required for all customers.
Trade receivables arising from the Group’s
digital point business are generally due within
three months from the date of billings. Trade
receivables arising from the Group’s axle
business are generally due within three to four
months from the date of billings. Normally,
the Group does not obtain collateral from
customers and debtors.

The Group’s exposure to credit risk
is influenced mainly by the individual
characteristics of each customer or debtor
rather than the industry in which the customers
and debtors operate and therefore significant
concentrations of credit risk primarily arise
when the Group has significant exposure to
individual customers. At 31 December 2017,
66.6% (2016: 29.4%) and 99.3% (2016:
84.0%) of the total trade and bills receivables
was due from the Group’s largest trade debtor
and the five largest trade debtors, respectively.
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30 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(a)

(b)

Credit risk (continued)

Except for the financial guarantees given by the
Group as set out in Note 28, the Group does
not provide any other guarantees which would
expose the Group to credit risk.

Further quantitative disclosures in respect of
the Group’s exposure to credit risk arising from
trade and other receivables are set out in Note
19.

Liquidity risk

The treasury function is centrally managed
by the Group, which includes the short term
investment of cash surpluses and the raising of
loans to cover expected cash demands. The
Group’s policy is to regularly monitor its liquidity
requirements and its compliance with lending
covenants, to ensure that it maintains sufficient
reserves of cash and adequate committed lines
of funding from major financial institutions to
meet its liquidity requirements in the short and
longer term.
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30 FINANCIAL RISK MANAGEMENT AND FAIR 30 UBEREEREMIANAFEE)
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)
(b) Liquidity risk (continued) (b) REBESER ()
The following table shows the remaining TRINTAEERWERRIZEARMBFRE
contractual maturities at the end of the FE(BEFRAANF R (MNEZE) RNRE
reporting period of the Group’s non-derivative HA IR B 38 B R RS & R B ) S E B IEST
financial liabilities, which are based on EERBENRISES AR UWERARERZEE
contractual undiscounted cash flows (including EEBTENZEEH
interest payments computed using contractual
rates or, if floating, based on rates current at
the end of the reporting period) and the earliest
dates the Group can be required to pay.
2017
“E-tF
Contractual undiscounted cash outflow
AHATRR SR
More than
Within 1 1 year but
year or on less than Carrying
demand 2 year Total amount
—£R —ENLE
HREX RELT hy REE
RMB’000 RMB’000 RMB’000 RMB’000
ARET TR ARBT ARET TR ARET T
Trade and other payables REHENATENES
measured at amortised cost REMER B 27,686 - 27,686 27,686
Convertible bonds kES
~ liability components -BEHS 8,494 69,589 78,083 59,031
36,180 69,589 105,769 86,717
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30 FINANCIAL RISK MANAGEMENT AND FAIR 30 UBEREERESMIANAFEE)
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)
(b) Liquidity risk (continued) (b) REBESER ()
2016
ZE—RF
Contractual
undiscounted
cash outflow
BHRFTHRR SR
Within 1 year Carrying
or on demand amount
—FRA
FIREK AREE
RMB’000 RMB’000
ARET T ARBT T
Trade and other payables RESHR AT EME S
measured at amortised cost N E A B FRIA 98,802 98,802
Bank and other loans RITREMERK 206,680 195,665
Secured notes BEMAERE 147,758 141,161
Convertible bonds AIBARES
— liability components —BEHS 82,897 67,035
536,137 502,663
(c) Interest rate risk € FERB
The Group’s interest rate risk arises primarily AEBOFRERE SR ESSER o ZEHF
from interest bearing borrowings. Borrowings ERETHREZS A EAEEBMEAZIES T
issued at variable rates and at fixed rates FIRERRALEFEER o

expose the Group to cash flow interest rate risk
and fair value interest rate risk respectively.
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30 FINANCIAL RISK MANAGEMENT AND FAIR 30 BXREREERSBMIENATE(E)

VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

FRE R (F)
RS

(c) Interest rate risk (continued) (c)

(i) Interest rate profile (i)

The following table details the interest

rate profile of the Group’s borrowings at B ©
the end of the reporting period.
2017 2016
“E-t% ZERE
Effective Effective
interest interest
rate rate
BRAI= BRI
% RMB’000 % RMB'000
ARET R N S
Fixed rate borrowings: ~ EERIZEH :
Bank and other loans BITRAMER - - 0%~ 13.0% 128,265
Secured notes BERZE - - 15.33% 141,161
Convertible bonds - liabilty AR &S — A EHH
components 22.44% 59,031 18.8% 67,035
59,031 336,461
Variable rate borrowings: FBFIRER :
Bank and other loans BITRAMER - - 5.49% ~ 6.65% 67,400
Total borrowings fERAaR 59,031 403,861
Fixed rate borrowings ~ EIERIZER(E
as a percentage of BREEE
total borrowings 100% 83%

IR A AN SR B A R B R A 18 BRI =

(msmememns = tresis) Q)
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30 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(c) Interest rate risk (continued)

(ii) Sensitivity analysis

At 31 December 2017, it is estimated
that a general increase/decrease of
100 basis points in interest rates,
with all other variables held constant,
would have increased/decreased the
Group’s loss after tax and accumulated
losses by approximately RMBNil (2016:
RMB674,000).

The sensitivity analysis above indicates
the instantaneous change in the Group’s
loss after tax and accumulated losses
assuming that the change in interest
rates had occurred at the end of the
reporting period and had been applied to
re-measure those non-derivative financial
instruments held by the Group which
expose the Group to cash flow interest
rate risk at the end of the reporting
period. The impact on the Group’s loss
after tax and accumulated losses is
estimated as an annualised impact on
interest expenses of such a change in
interest rates. The analysis is performed
on the same basis as 2016.

(d) Currency risk

The Group is exposed to currency risk primarily
through sales, purchases and borrowings
which give rise to receivables, payables, loans
and cash balances that are denominated in a
foreign currency, i.e. a currency other than the
functional currency of the operations to which
the transactions relate. The currencies giving
rise to this risk are primarily USD and HK$. The
Group manages this risk as follows:

(i) Recognised assets and liabilities

In respect of receivables, payables and
borrowings denominated in foreign
currencies, the Group ensures that the
net exposure is kept to an acceptable
level, by buying or selling foreign
currencies at spot rates where necessary
to address short-term imbalances.
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30 FINANCIAL RISK MANAGEMENT AND FAIR 30 HMH¥EMREEREMIANATE(E)

VALUES OF FINANCIAL INSTRUMENTS

(CONTINUED)

(d) Currency risk (continued) (d) E¥REkE(E)

(i) Exposure to currency risk (i) EHRNER

The following table details the Group’s TRAMAEBNHERARANEHE
exposure at the end of the reporting B B AN EEEDER B ERE
period to currency risk arising from EXBEMEANESRR - & THETT
recognised assets or liabilities 5%k - AR S KBRS RS
denominated in a currency other than the ERTE  UARBIIR -

functional currency of the entity to which
they relate. For presentation purposes,
the amounts of the exposure are shown
in RMB, translated using the spot rate at
the end of the reporting period.

2017 2016
—g-tf “F-RE
usD HKS usb HKS
%7 A % il

RMB'000  RMB000 RMB'000 RMB'000
ARBTR  AR®TR ARETR ARETR

Cash and cash equivalents  BHE&RRESEEE 35,755 200,707 74,103 10,830
Trade and other receivables & 5 Jx E fth fEUZIE - 32,792 72 246,469
Trade and other payables B 5 R EMEMNFUR - (903) (2,105) (13,696)
Secured notes BERZER - - (141,161) =
Convertible bonds ARES (85,075) - (115,976) -
Gross exposure arising from DHEAEEREE

recognised assets and EARNEREE

liabilities (49,320) 232,596 (185,067) 243603
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(Expressed in RMB unless otherwise indicated) (Bx 38 #BASN - AAREEFIR)
30 FINANCIAL RISK MANAGEMENT AND FAIR 30
VALUES OF FINANCIAL INSTRUMENTS

(CONTINUED)
(d) Currency risk (continued)

(iii) Sensitivity analysis

The following table indicates the
instantaneous change in the Group’s loss
after tax and accumulated losses that
would arise if foreign exchange rates to
which the Group has significant exposure
at the end of the reporting period had
changed at that date, assuming all other
risk variables remained constant.

usD

HK$ BT

Results of the analysis as presented in
the above table represent an aggregation
of the instantaneous effects on each
of the Group entities’ loss after tax
and accumulated losses measured in
the respective functional currencies,
translated into RMB at the exchange
rates ruling at the end of the reporting
period for presentation purposes.
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B AEBRBREHREAEERBEM
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ST TEE A BRI &
2017 201 6
—E—tf “T-RF
Increase/ Increase/
Increase/  (decrease) Increase/ (decrease)
(decrease) in loss after (decrease) inloss after
in foreign tax and in foreign tax and
exchange accumulated exchange  accumulated
rates losses rates losses
BHREER R
Ext#,/ REHEE EXtA/ RZHAEER
(TB) i/ (HD) (FB8)  $8h0/ ()
RMB’000 RMB’000
AR%BT T AREFT
5% 2,466 5% 9,303
(5%) (2,466) (5%) (9,303)
5% (11,630) 5% (12,180)
(5%) 11,630 (5%) 12,180

TR R U] A B [ % B BB TR IEI A 1) Ae = 8 ot
EM@mégﬁﬁiﬁgﬁxﬁmwF%%%ﬁ
Y EFNRRBERRNERBESARE -



30 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(d) Currency risk (continued)

(iii) Sensitivity analysis (continued)

The sensitivity analysis assumes that
the change in foreign exchange rates
had been applied to re-measure those
financial instruments held by the Group
which expose the Group to foreign
currency risk at the end of the reporting
period, including inter-company payables
and receivables within the Group which
are denominated in a currency other than
the functional currencies of the lender or
the borrower. The analysis is performed
on the same basis for 2016.

(e) Fair value measurement

(i)

Financial assets and liabilities
measured at fair value

Fair value hierarchy

The following table presents the fair value
of the Group’s financial instruments
measured at the end of the reporting
period on a recurring basis, categorised
into the three-level fair value hierarchy
as defined in HKFRS 13, Fair value
measurement. The level into which a
fair value measurement is classified
is determined with reference to the
observability and significance of the
inputs used in the valuation technique as
follows:

- Level 1 valuations: Fair value
measured using only Level 1 inputs,
i.e. unadjusted quoted prices in
active markets for identical assets
or liabilities at the measurement
date.

Notes to the Financial Statements
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(Expressed in RMB unless otherwise indicated) (Bx 38 #EASN © AAREEFIR)

30 FINANCIAL RISK MANAGEMENT AND FAIR 30 BXREREERSBMIENATE(E)
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)
(e) Fair value measurement (continued) (e) AFEFE(E)
() Financial assets and liabilities (i) UAFEFENSREENESSEE)

measured at fair value (continued)
Fair value hierarchy (continued)

"${E%i&(h)

= Level 2 valuations: Fair value
measured using Level 2 inputs, i.e.
observable inputs which fail to meet
Level 1, and not using significant
unobservable inputs. Unobservable
inputs are inputs for which market
data are not available.

- Level 3 valuations: Fair value

F_RMAEE - PRS- REABE
(BIBR % — ARRE MO AT B E= 8 A
i) ENMERBEETABERBA
BB EQTE - THERGAR
IRIEEAN TS EIBERG AR
% e

— F=AMHE: NREETUERS

ABUSEHRATE -

measured using significant
unobservable inputs.

Fair value measurements
categorised into Level 3

PEA=EZR
AT EE
2017 2016
—E—tHF —E—RF
RMB’000 RMB’000
ARET T ARBT T
Recurring fair value BEMATETE
measurement
Financial liabilities ERBE
— Derivative components  — AJ R EFHHIITE T EZ D
of convertible bonds (FF5E25)
(Note 25) 26,044 48,941

RBEE_ZT—+FR_ZT—R"F+_A=+— EJJ:
FE FREAF R oMW EERLLERE=
QAR o AEE Y KE D ARSEFEES
MEHRERAFESRE 2 EE -

During the years ended 31 December
2017 and 2016, there were no transfers
between Level 1 and Level 2, or transfers
into or out of Level 3. The Group’s policy
is to recognise transfers between levels
of fair value hierarchy as at the end of the
reporting period in which they occur.
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30 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(e) Fair value measurement (continued)

(i)

Financial assets and liabilities
measured at fair value (continued)
Information about Level 3 fair value
measurements

Derivative components of
convertible bonds

AAREZRHPTE B

The fair values of the conversion options
embedded in the convertible bonds are
determined using binomial lattice model
and the significant unobservable input
used in the fair value measurement
is expected volatility. The fair value
measurement is positively correlated
to the expected volatility. As at 31
December 2017, it is estimated that
with all other variables held constant,
an increase in the expected volatility by
5% would have increased the Group’s
net loss by RMB951,000 (2016:
RMB812,000), whereas a decrease
in the expected volatility by 5% would
have decreased the Group’s net loss by
RMB1,125,000 (2016: RMB544,000).

Notes to the Financial Statements
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(Expressed in RMB unless otherwise indicated) (& BA &SN - UAREFIR)
30 FXRKREERSMIANATEE)
(e) AFENE(H)

() AATENERHSBMEENEME (K
EWE=RATEHBHER

Significant

Valuation unobservable Weighted

technique input average
BANA

HERN  EBRBABE IS

Binomial lattice Expected 53.97%
model volatility
ZIEAEEEERRN TRHAK I8

AR ES R ANRBREN A FE TR B
EEAET MAFEFEMEZEAT BN
ANEUE BIBENIE - AT E S ETEHK R 2 EH
MEE - R—ZT—+E+-_A=+—8 " HFFEHE
BT E - FEERIE LT 5% i SRR E B &
BRI AR O51,000 T (ZE—RF : ARK
812,0007T) * MIBEA IR TP 5% A BB L B A &
BIFEER D AREE,125,0000( ZF—7RF  ARE
544,0007T) °
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(Expressed in RMB unless otherwise indicated)

30 FINANCIAL RISK MANAGEMENT AND FAIR 30

(BrZ=HEFBIN - AANRKEFITR)

VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(e) Fair value measurement (continued) (e)

(i)

Financial assets and liabilities
measured at fair value (continued)
Information about Level 3 fair value
measurements (continued)

The movements during the year
in the balance of Level 3 fair value
measurements are as follows:

Derivative components
of convertible bonds:

At 1 January

Addition through issuance
of convertible bond

Changes in fair value
recognised in profit or
loss during the year

Exchange adjustments

Extinguishment of
convertible bonds

At 31 December

TRBREFHITETRRS

R—A—H8
BRBEITAHRIRESRNN

FRHIBR R AT ES

DEE 5 e
BEFRBIES

3| B

“+=A=+—§
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UATEFENESREENEE (F)

FRE=RLOFEFENER (8

F=RAFEFELEROFARZSHNT

2017 2016
—E—+tF —EF—RF
RMB’000 RMB’000
AR¥FR ARETTT
48,941 20,981
27,449 =
(32,401) 26,586
(1,625) 1,374
(16,320) =
26,044 48,941
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(Expressed in RMB unless otherwise indicated) (BB A A + AARKEFIR)

30 FINANCIAL RISK MANAGEMENT AND FAIR 30 FXRKREERSMIANATEE)

VALUES OF FINANCIAL INSTRUMENTS

(CONTINUED)

(e) Fair value measurement (continued) (e) AFEFE(E)

(i) Fair values of financial assets and (i) WHRAFEIRNEMEEREEN

liabilities carried at other than fair NEE
value
The carrying amounts of the Group’s R-_ZT—tF+-_A=+—H A&H

R A S R AT BN SR T ARS

financial instruments carried at cost or

amortised cost are not materially different BEEHENTFETEEANEZRE  HIUTS
from their fair values at 31 December BTARIN HEEEARAFERATF
2017 except for the following financial BEEREENT :
instruments, for which their carrying
amounts and fair value and the level of
fair value hierarchy are disclosed below:
2017 2016
—E-tF ZEE
Fair value Fair value
measurements measurements
at 31 December at 31 December
Carrying  categorised Carrying categorised
amount into Level 3 amount into Level 3
Rt+=R W+=A
=t-H72E =t-B%E
REZQMH RE=M
REE AYEHE REE ATEE
RMB’000 RMB’000 RMB'000 RMB'000
AR¥EFR AREFT NSO ARBTT
Liabilities &
Secured notes (Note ()) ~ AHEFZE (7 () - - 141,161 136,075
Convertible bonds mRES
- liability components —BEEs (BiE()
(Note (i) 59,031 58,758 67,035 62,398
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IR AR AL

(Expressed in RMB unless otherwise indicated) (Bx 38 #EASN © AAREEFIR)

30 FINANCIAL RISK MANAGEMENT AND FAIR 30 HMERREERESMIAENAFEE)
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)
(e) Fair value measurement (continued) (e) AFEFE(E)
(i) Fair values of financial assets and (i) YFRATEIENECHEEREEBN
liabilities carried at other than fair NFE (48)

value (continued)
Note (i): Valuation techniques and inputs used in

HiEt() - E=R L FlEFTEA BRI ERAM R B

Level 3 fair value measurements

Secured notes and convertible bonds-
liability components

The fair values are estimated as being
the present value of future cash flows,
discounted at current market interest
rates for similar financial instruments.

The Group used the risk free interest
rate with reference to the Hong Kong
government bonds and treasury bills
as of 31 December 2017 plus credit
spread of comparable notes with similar
credit rating, coupons and maturities
to discount the secured notes and the

AZE
BHIFRIE R AT AR (6 55 — R (EA0 7

R PEZEEL S M T A5 1T T%5 &
PTBHI AR B EETTIGET °

KEFHREZHEBNTES KB ES R =
E—tF+ = A=+—HeERRFIE
IHEF R - FEELEFERFRIEL A AT
BEHEBEBEHEREEE  FRZF—+
F = H=+—HERFEHER AR
E5 ) B [EE 9T H ° FTER A A9 F| F 40
o

liability components of the convertible
bonds as of 31 December 2017. The
interest rates used are as follows:

2017 2016
—EB—+tF T —RF
Secured notes BHERRE - 21.71%
Convertible bonds RRES - &S
— liability components 22.79% 23.71%
31 COMMITMENTS
31 EiE

(@) Capital commitments
At 31 December 2017, the outstanding capital (@) EAXEIE
commitments of the Group not provided for NR-ZB—+F+-_A=1+—H ARGEEH%E
in the consolidated financial statements were MERBENREFBRENERNELELNT -
summarised as follows:

2017 2016
—E—+tF —ERF
RMB’000 RMB’000
ARMET T AREFIT
Commitment in respect BRARERN—HWBEAR
of investment in a subsidiary HOEHE
— Contracted for —BET4 - 100,000
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TRANSACTIONS

In addition to the balances disclosed elsewhere in
these financial statements, the material related party
transactions entered into by the Group during the
year are set out below.

(@) Transactions with the equity shareholders
of the Company
Details of guarantee provided by the equity
shareholder of the Company for the Group’s
secured notes and convertible bonds are set
out in Notes 24 and 25.

(Expressed in RMB unless otherwise indicated)

COMMITMENTS (CONTINUED) 31

(b) Operating lease commitments
At 31 December 2017, the total future
minimum lease payments under non-
cancellable operating leases are payable as
follows:
Within 1 year 1R
After 1 year but within 5 years i1 FEDR5F
The Group leases certain office premises under
operating leases. None of the leases includes
contingent rentals.

32 MATERIAL RELATED PARTY 32

Notes to the Financial Statements

B R AR P AE

(B S B FHB - AAREFIR)

i ()

(b) REHEERRE
RZB—+F+ZA=+—H  BETAHE
RERERMNOARRRERSERRNT

2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
AR¥TR AREF T
15,685 6,016
17,266 9,397
32,951 15,413

AEEREKELHEEARETRAEYE - 2FH
ST eEsAEE -

EXEBLRS

PR 7% 5 I TS SRR A RS I FR Y B BRSO - R AR BN

WETMHEARB IR ST -

() BRERLFRBRFETHRS

2R AR i R AN 55 [ IR SR A e R HA
ERIR BRI IEEN I 24 K 25
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IR AR AL

(Expressed in RMB unless otherwise indicated) (BSH A« MARKETIR)

32 MATERIAL RELATED PARTY 32 EABHAIRES (&)
TRANSACTIONS (CONTINUED)
(b) Key management personnel remuneration (b) FEAREIEASEEN
Remuneration for key management personnel, FAREIBABE N (BENF 10 RES AT
including amounts paid to the directors of the RAREFNERMF 11 REREE TR
Company as disclosed in Note 10 and certain EE) T :

of the highest paid employees as disclosed in
Note 11, is as follows:

2017 2016

—E—+tF AN

RMB’000 RMB’000

ARET T AREBTT

Short-term employee benefits 5= HifE E @7 4,888 5,610

Contributions to defined M A E R FGR RET IR

contribution retirement plans 67 86
Equity-settled share-based R EE ARG A
payment expenses B2 MR

(Note 26) (MI7E26) 19,314 6,228

24,269 11,924
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33 THE COMPANY’S STATEMENT OF

FINANCIAL POSITION

Non-current assets
Property, plant and equipment
Investments in subsidiaries
Loans to a subsidiary

Current assets
Amounts due from subsidiaries
Other receivables
Cash and cash equivalents

Current liabilities
Amounts due to subsidiaries
Other payables
Secured notes
Convertible bonds

Net current assets

Total assets less current liabilities

Non-current liability
Convertible bonds

NET ASSETS

CAPITAL AND RESERVES
Share capital
Reserves

TOTAL EQUITY

Approved and authorised for issue by the board of

directors on 19 March 2018.

Notes to the Financial Statements

B R AR P AE

(Expressed in RMB unless otherwise indicated) (Br BB AN - AAREZIR)

Note
BisE

EREBEE

ME - BB NRE

KB A R E 17
BT —TEHE AR

hRBEE

& YK Bt B8 /2 BRI
H U IR

R MREFERAR

REAE
JE A~ P BB A B KIR
B 5 500R
BHEMEE 24
AIRRE 25 25

BFRBEE

REERABRE

FREBEE
QE:iEes 25

PEE
EXR e 29
EEEN
G
R

2017 2016
—E—+tF —EF—RF
RMB’000 RMB’000

AR®TT AR¥ETT

3,470 =
40,113 92,441
42,440 332,976
86,023 425,417
39,539 28,748
32,755 246,824

226,624 23,876
208,918 299,448
149 18,640
3,681 11,135

- 141,161

- 115,976

3,830 286,912
295,088 12,536
381,111 437,953
85,075 -
296,036 437,953
117,978 108,209
178,058 329,744
296,036 437,953

HEFEN T \F=A+NARIERRENE -

Cheng Jerome Yuan Weitao Cheng Jerome =ES
Director (Chairman) Director EE(XE) EFE

(msmememos = tresns) (G




Notes to the Financial Statements

B R AR AL

(Expressed in RMB unless otherwise indicated) (Bx 38 #EASN © AAREEFIR)

34 IMMEDIATE AND ULTIMATE HOLDING 34 EHERRRERAT
COMPANY
The directors of the Company consider the RKRARIZEERE E—+F+_A=+—
immediate and ultimate holding company of the = I NE/NC]| E’J Ehz &E’ %55 1 i~ 8] & Century
Company at 31 December 2017 to be Century Investment * ZA RN EBRLESZMKL - ZE
Investment, which is incorporated in the British BV ERR B ARFEANTIERE

Virgin Islands. This entity does not produce financial
statements available for public use.

35 POSSIBLE IMPACT OF AMENDMENTS, 35 BE-FLtF+-A=T-HULFECEME
NEW STANDARDS AND INTERPRETATIONS AREMIER] ~ HE B RRROBEELE
ISSUED BUT NOT YET EFFECTIVE FOR THE
YEAR ENDED 31 DECEMBER 2017

Up to the date of issue of these financial statements, HEAUBRERTIZEBHAL  BFSTMASE
the HKICPA has issued a number of amendments BHREBE—_T—tF+=A _+—EIJJ:¢F‘rLJ5E
and new standards which are not yet effective for the RIS BT RFTET AR - B AR 33K A 18
year ended 31 December 2017 and which have not R - ZEXERBIE YA LA EFE G E
been adopted in these financial statements. These Bl o

include the following which may be relevant to the

Group.

Effective for
accounting periods
beginning on or after

INERIISE ik Lok o)

FEHMAER
HKFRS 9, Financial instruments 1 January 2018
EEMBREERFE N £HTA —ZE-N\F—-HA—H
HKFRS 15, Revenue from contracts with customers 1 January 2018
BB MEEREST - KEELEHZHA —E-N\F—-HA—H
Amendments to HKFRS 2, Share-based payment:
Classification and measurement of share-based payment transactions 1 January 2018
EEMBREERE 25 (BRIX) - UROBEBZIH - —E-N\F—-HA—H
KRG BERES (TAR B ARG =
HK(IFRIC) 22, Foreign currency transactions and advance consideration 1 January 2018
B (ERIBMERRELZE®) F 225  IMNEX FHTEKTHIE —E-\F—HA—H
HKFRS 16, Leases 1 January 2019
BEMBREEAFE 165 - HE —ZE-NF—-HA—H
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35

POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2017
(CONTINUED)

The Group is in the process of making an
assessment of what the impact of these
amendments, new standards and interpretations is
expected to be in the period of initial application. So
far the Group has identified some aspects of the new
standards which may have a significant impact on
the consolidated financial statements. Further details
of the expected impacts are discussed below. While
the assessment has been substantially completed
for HKFRS 9 and HKFRS 15, the actual impacts
upon the initial adoption of the standards may differ
as the assessment completed to date is based on
the information currently available to the Group,
and further impacts may be identified before the
standards are initially applied in the Group’s interim
financial report for the six months ending 30 June
2018. The Group may also change its accounting
policy elections, including the transition options, until
the standards are initially applied in that financial
report.

HKFRS 9, Financial instruments

HKFRS 9 will replace the current standard on
accounting for financial instruments, HKAS
39, Financial instruments: Recognition and
measurement. HKFRS 9 introduces new
requirements for classification and measurement
of financial assets, including the measurement
of impairment for financial assets and hedge
accounting. On the other hand, HKFRS 9
incorporates without substantive changes the
requirements of HKAS 39 for recognition and
derecognition of financial instruments and the
classification and measurement of financial liabilities.

HKFRS 9 is effective for annual periods beginning
on or after 1 January 2018 on a retrospective basis.
The Group plans to use the exemption from restating
comparative information and will recognise any
transition adjustments against the opening balance of
equity at 1 January 2018.

(Expressed in RMB unless otherwise indicated)
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IR R AR AL
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FIERIEE T 5 E A e R A MR ENEAR
B AHEBAHTENE —SFBRN NG - #A
ERBRBU B MEERE IR L BBY @RS ERE
155 RS B AR ERK » B FE RN B IR
ROBERTZERGETR  RARES MG
ERAKERESAISEREL - ME—FTERIEE
REZSEAEEARE_Z—/\FXA=THIR
18 A &9 BB 76 3 s BRI AT RERR  NEEE IR Al
RNEESIRREE  BRBREE BEEXF
ERIRZTF M BERENEXEARL -

HEMBREERE N - HHFTA

BRVBHREEREIRBRA AN T TASE
BHENRBEUNE B G ERIEIRHF LA -
MR RqTE - BAMBHREEREIRIAD B R
ESRMEENTRE  BRITESREERMERY
HER e m—H - AAMBREEREIRMAT
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B R R AL

(Expressed in RMB unless otherwise indicated) (Bx 38 #EASN © AAREEFIR)

35 POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2017
(CONTINUED)

HKFRS 9, Financial instruments (continued)
Expected impacts of the new requirements on the
Group’s financial statements are as follows:

(a)

Classification and measurement

HKFRS 9 contains three principal classification
categories for financial assets measured at (1)
amortised cost, (2) fair value through profit or
loss (“FVTPL”) and (3) fair value through other
comprehensive income (“FVTOCI”).

The Group has assessed that its financial
assets currently measured at amortised cost
will continue with their respective classification
and measurements upon the adoption of
HKFRS 9.

The classification and measurement
requirements for financial liabilities under
HKFRS 9 are largely unchanged from HKAS
39, except that HKFRS 9 requires the fair value
change of a financial liability designated at
FVTPL that is attributable to changes of that
financial liability’s credit risk to be recognised
in other comprehensive income (without
reclassification to profit or loss). The Group
currently does not have any financial liabilities
designated at FVTPL and therefore this new
requirement will not have any impact on the
Group on adoption of HKFRS 9.

@—Gortunet e-Commerce Group Limited Annual Report 2017)

35 BE-_F—tHF+-A=+-HLEFECHME

RERIET - T RURER R

BERUBREENFEON - HHF LA (H)
HREHANRERBEHRROFBRAZENT

(a) PERFE

BBV BHREEAFIORHA=—AETESRE
ENFEERR (1) A KA E - QRAFE
AR (TFVTPL)) R QA FEF ARME
4z ([FVTOCIH]) »

AKED P ER SRR AN B O BE
ERINRAE B B BRI ORI M
FEAHMRIE -

EEBEFHERE 9L - BBMEREE
AIFRTHERMABIEMOEERAE £
REENE  BRTEEMBREENFIORE
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iR A RETER(TEMHDBERR) - XK
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(Expressed in RMB unless otherwise indicated) (BRBHEBAIN + UAREFITR)

35 POSSIBLE IMPACT OF AMENDMENTS, 3B HE-ZE—tHF+-A=+—HLFEEDBRMHE

NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2017
(CONTINUED)

HKFRS 9, Financial instruments (continued)

(b) Impairment

The new impairment model in HKFRS 9
replaces the “incurred loss” model in HKAS 39
with an “expected credit loss” model. Under
the expected credit loss model, it will no longer
be necessary for a loss event to occur before
an impairment loss is recognised. Instead, an
entity is required to recognise and measure
either a 12-month expected credit loss or a
lifetime expected credit loss, depending on
the asset and the facts and circumstances.
The Group expects that the application of
the expected credit loss model may result in
earlier recognition of credit losses. Based on
a preliminary assessment for financial assets
as at 31 December 2017, if the Group were to
adopt the new impairment requirements at 31
December 2017, accumulated impairment loss
at that date would be the same as compared
with that recognised under HKAS 39. As a
consequence, the Group does not expect the
new standard will have a significant impact
on the opening balances of net assets and
retained profits at 1 January 2018.

HKFRS 15, Revenue from contracts with
customers

HKFRS 15 establishes a comprehensive framework
for recognising revenue from contracts with
customers. HKFRS 15 will replace the existing
revenue standards, HKAS 18, Revenue, which
covers revenue arising from sale of goods and
rendering of services, and HKAS 11, Construction
contracts, which specifies the accounting for revenue
from construction contracts.

RERET - T RUR RO

ERMBREERE IS HETA (&)

(b) JRE

EBUBHREERNE 95 2 FTRERNIA [FEH
EEEE IRABRKEL T EAFE IR 2B
ELEE| RN - REFAHEEHEREN - £
KA EHEEERRESEMBELEREMN -
MR —HERAERLFTEI12EA 2EH
EEBEXAEAFHANEREEEE - 1
BIEE - FERBAME - NEEBHER
BHEEEERA SRR EREERIE
REMLEREER_T—tF+_HA=1+—8
ZNEHE - HAKRER_T—+tF+_A
=t+— BRMAFBERTE - N&BZRHRE
BRI R B @5t 2RI 39 5% T IARER 2 RET
BEREEARE - At - AEEREBFERNG A
SHR T N\F-A-HEEFERFRDE
NZBNEHREEATE -

ERPBMEERESS  KEEFEHZKA

BEMBREERE15REY TRBETFNEL
EENBANZEIESR - BB HEIRELELF 1557
HEEARIBE WA ZER] - BIEB 2R E 185U A
(REHEEYRRERBAEENRA) KBS
EﬁEE\IJ;ﬁ 11 35REZERE4 FTRER AN ANSFTE
BHE) °
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(Expressed in RMB unless otherwise indicated) (Bx 38 #EASN © AAREEFIR)

35 POSSIBLE IMPACT OF AMENDMENTS, 3B HE_ZE—tHF+-A=+—HLFEDBMHE

NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2017
(CONTINUED)

HKFRS 15, Revenue from contracts with
customers (continued)

Based on the assessment completed to date, the
Group has identified the following areas which are
expected to be affected:

(@) Timing of revenue recognition

The Group’s revenue recognition policies
are disclosed in Note 2(t). Currently, revenue
arising from the provision of services is
recognised over time, whereas revenue from
the sale of goods is generally recognised
when the risks and rewards of ownership have
passed to the customers.

Under HKFRS 15, revenue is recognised when
the customer obtains control of the promised
good or service in the contract. HKFRS 15
identifies 3 situations in which control of the
promised good or service is regarded as being
transferred over time:

(i) When the customer simultaneously
receives and consumes the benefits
provided by the entity’s performance, as
the entity performs;

(i) When the entity’s performance creates or
enhances an asset (for example work in
progress) that the customer controls as
the asset is created or enhanced;

(i)  When the entity’s performance does
not create an asset with an alternative
use to the entity and the entity has
an enforceable right to payment for
performance completed to date.

If the contract terms and the entity’s activities
do not fall into any of these 3 situations, then
under HKFRS 15 the entity recognises revenue
for the sale of that good or service at a single
point in time, being when control has passed.
Transfer of risks and rewards of ownership
is only one of the indicators that will be
considered in determining when the transfer of
control occurs.

@—Gortunet e-Commerce Group Limited Annual Report 2017)
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35 POSSIBLE IMPACT OF AMENDMENTS, 3B HE-ZE—tHF+-A=+—HLFEEDBRMHE

NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2017
(CONTINUED)

HKFRS 15, Revenue from contracts with
customers (continued)

(@) Timing of revenue recognition (continued)

The Group has assessed that the new revenue
standard is not likely to have significant impact
on how it recognises revenue for sale of goods
and rendering of services. Meanwhile, the
Group plans to elect to use the cumulative
effect transition method for the adoption of
HKFRS 15 and will recognise the cumulative
effect of initial application (if any) as an
adjustment to the opening balance of equity
at 1 January 2018. As allowed by HKFRS 15,
the Group plans to apply the new requirement
to contracts that are not completed before 1
January 2018. Since there were no material
“open” contracts for sales of goods and
rendering of service at 31 December 2017,
the Group does not expect the new standard
will have a significant impact upon the initial
adoption of HKFRS 15.

HKFRS 16, Leases

As disclosed in Note 2(i), currently the Group
classifies leases into finance leases and operating
leases and accounts for the lease arrangements
differently, depending on the classification of the
lease. The Group enters into some leases as the
lessor and others as the lessee.

RERET - T RUR RO

ERMBREEAESSE  KEFFEHNZRA
(&)

(a) FERWANERE

AEEDFHETBARENAI BB HEE m

RERGAEARNTAELEBEATE - N5EH
AHEIPGR R REREER T EARKANEBY
T 2R RIS 16 5% MK FER YA E A H) RAERK
E(nE) AR —E—N\F—A— ANHEzR
R E - AR BRI RELERE15HEA
AT AREE B EANERAN T —/\F
—A—BAEMIRTERNEH c AR _FT—+F
T A=t BYEHEERLERRECE
REOAK - ANEE AR LR RAEE M
BHREERF G RES T SEREATE -

FEMBRERERE 165 HE

ANPMRE 2() PR ER - A E B RIS ED B AR
EHERKEHEYRBEELHAR  BFURREE
WDME - AEEERABATZHBOEE - mMHESHK
AIPATEARTAZHEE -
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35

POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR

THE YEAR ENDED 31 DECEMBER 2017
(CONTINUED)

HKFRS 16, Leases (continued)

HKFRS 16 is not expected to impact significantly
on the way that lessors account for their rights and
obligations under a lease. However, once HKFRS 16
is adopted, lessees will no longer distinguish between
finance leases and operating leases. Instead, subject
to practical expedients, lessees will account for
all leases in a similar way to current finance lease
accounting, i.e. at the commencement date of the
lease the lessee will recognise and measure a lease
liability at the present value of the minimum future
lease payments and will recognise a corresponding
“right-of-use” asset. After initial recognition of this
asset and liability, the lessee will recognise interest
expense accrued on the outstanding balance of the
lease liability, and the depreciation of the right-of-
use asset, instead of the current policy of recognising
rental expenses incurred under operating leases on
a systematic basis over the lease term. As a practical
expedient, the lessee can elect not to apply this
accounting model to short-term leases (i.e. where
the lease term is 12 months or less) and to leases of
low-value assets, in which case the rental expenses
would continue to be recognised on a systematic
basis over the lease term.

HKFRS 16 will primarily affect the Group’s accounting
as a lessee of leases for properties, plant and
equipment which are currently classified as operating
leases. The application of the new accounting model
is expected to lead to an increase in both assets and
liabilities and to impact on the timing of the expense
recognition in the statement of profit or loss over the
period of the lease. As disclosed in Note 31(b), at 31
December 2017 the Group’s future minimum lease
payments under non-cancellable operating leases
amount to RMB32,951,000 for office premises,
approximately RMB17,266,000 of which is payable
between 1 and 5 years after the reporting date.
Some of these amounts may therefore need to be
recognised as lease liabilities, with corresponding
right-of-use assets, once HKFRS 16 is adopted.
The Group will need to perform a more detailed
analysis to determine the amounts of new assets and
liabilities arising from operating lease commitments on
adoption of HKFRS 16, after taking into account the
applicability of the practical expedient and adjusting
for any leases entered into or terminated between
now and the adoption of HKFRS 16 and the effects of
discounting.
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POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2017
(CONTINUED)

HKFRS 16, Leases (continued)

HKFRS 16 is effective for annual periods beginning
on or after 1 January 2019. The standard offers
different transition options and practical expedients,
including the practical expedient to grandfather the
previous assessment of which existing arrangements
are, or contain, leases. If this practical expedient
is chosen, the Group will apply the new definition
of a lease in HKFRS 16 only to contracts that are
entered into on or after the date of initial application.
If the practical expedient is not chosen, the Group
will need to reassess all of its decisions about which
existing contracts are, or contain, leases, using the
new definition. Depending on whether the Group
elects to adopt the standard retrospectively or follow
a modified retrospective method of recognising
a cumulative-effect adjustment to the opening
balance of equity at the date of initial application, the
Group may or may not need to restate comparative
information for any changes in accounting resulting
from the reassessment.
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5-Year Financial Summary

AFMBGHE

RESULTS
Revenue

Loss before taxation
Income tax (expense) credit

Loss for the year

ASSETS AND LIABILITIES

Total assets
Total liabilities

Net assets

K&
YA

BRAiRIE 1B
PrSHL (FS) e

FAEIE

BERAME

BEMRE
BEHR

BEAE

Year ended 31 December

BE+-—A=1+—HLEE

2013 2014 2015 2016 2017
—F-=ZF TN —FT-HF —T-F ZT—tF
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETT ARETT ARBTT AR%¥TxR

(restated)

(g&E7)
429,795 336,928 170,355 385,468 167,632
(227,410) (409,202) (631,217) (265,879)  (152,471)
(645) 270 16,264 25,512 (47,210)
(228,055) (408,932) (614,953) (240,367) (199,681)

At 31 December
R+=HB=+—H

2013 2014 2015 2016 2017
—F=fF —F-DNOF —T-RFE —FF ZEB-t¥
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT AREBTT ARETT ARETR

(restated)

(FEE5)
1,581,581 1,017,913 776,118 733,837 451,569
(709,421) (584,685) (704,027) (647,224) (119,171)
872,160 433,228 72,091 86,613 332,398
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