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Management Discussion and Analysis

B W R

BUSINESS REVIEW

The Group is an independent axle component provider for
China’s medium duty truck (“MDT”) and heavy duty truck
(“HDT”) aftermarket, and also an independent axle assembly
provider for China’s MDT and HDT original equipment
manufacturers (“OEM”) market. The Group is principally
engaged in the manufacture and sales of axle assemblies
and axle components in the People’s Republic of China
(“PRC”), and engaged in manufacturing and selling of train
and railway components.

The Group’s products cover all major axle components,
including cast steel and punched steel axle housings, brake
drums, axle shafts, axle differentials and reductors, steering
knuckles and front axle beams. An extensive range of front,
middle and rear axle assemblies and suspension assemblies
are also manufactured. Train and railway components,
including train bolster and train side frame, have been
manufactured since 2013.

On 4 January 2015, the Group entered into an agreement
to dispose of a parcel of land and the erected factories and
other structures located in Kaifeng at an aggregate cash
consideration of RMB102,690,000, details of which are
disclosed in the Company’s announcement on 5 March
2015.

On 26 September 2014, the Company and Century
East Network Limited (“Century East”) entered into the
subscription agreement, pursuant to which the Company
has conditionally agreed to allot and issue, and Century
East has conditionally agreed to subscribe for, 610,606,060
new shares at the subscription price of HK$0.33 per share.
On 26 September 2014, the Company and Century East
entered into the acquisition agreement, pursuant to which
Century East conditionally agreed to sell and the Company
conditionally agreed to issue an additional 122,121,212
ordinary shares as consideration to purchase, for 51% of
the entire issued share capital of Century Network Holding
Limited (“Century Network”). The above subscription and
acquisition were completed on 25 March 2015.

Fortunet e-Commerce Group Limited Interim Report 2015
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Management Discussion and Analysis

BUSINESS REVIEW (Continued)

Net proceeds from the subscription was used for (a) firstly,
for the advancement of an unsecured loan to Century
Network, (b) secondly, for the payment of the reasonable
costs and expenses agreed to be borne by the Company
in connection with the acquisition, the subscription and
the transactions in connection therewith, and (c) thirdly, for
general corporate purposes of the Group as directed by
the Board. The subscription represents an opportunity for
the Group to introduce a long-term strategic investor and
at the same time to raise capital for the Company for future
business development of the Group. Details of which are
disclosed in the Company’s announcement on 10 October
2014, 17 February 2015 and 25 March 2015.

On 25 March 2015, the Group diversified the existing
business to electronic commerce business by acquiring
51% equity interests of Century Network and its
subsidiaries, through the operation of a cross-border
electronic distribution platform, www.CCIGMALL.com.,
where the Group sources, imports and channels authentic
goods from suppliers abroad, and then distributes and
resells such goods to domestic retailers in the PRC.

Axle and train business

The Group primarily 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 is 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
were sold to customers in the aftermarket through its
extensive sales, marketing and services network across
the PRC. For the six months ended 30 June 2015, revenue
from the OEM market and aftermarket business segment
amounted to approximately RMB91.9 million (30 June
2014: approximately RMB218.6 million) and accounted for
approximately 99.3% (30 June 2014: 100%) of the Group’s
total revenue, representing a decrease of approximately
58.0% as compared with the corresponding period in 2014.

Due to the unstable political environment in the
Commonwealth of Independent States (“CIS”), no revenue
was generated from the train and railway market in the
CIS (80 June 2014: RMBNIl). The Board will continue to
actively monitor the development of the Group’s business
and investment in this particular business and shall provide
updates to shareholders as necessary.
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Management Discussion and Analysis

B W R

Electronic commerce business

The Group started the electronic commerce business since
March 2015, through the operation of platform “www.
CCIGMALL.com”. Several agreements were entered into
by the Group with some strategic partners, including
CHINAUMS (a subsidiary of China Unionpay), Bank of China
Limited, China Telecom Bestpay E-Commerce Limited,
eBay International AG, Class Editori S.p.A, Class Editori
S.p.A, Class China e-Commerce S.r.l., etc.

FINANCIAL REVIEW
Revenue

Revenue for the six months ended 30 June 2015, the Group
recorded a consolidated revenue of approximately RMB92.5
million (30 June 2014: approximately RMB218.6 million),
representing a decrease of 58% as compared with the
corresponding period in 2014,

Revenue from the Group’s OEM market and aftermarket
segment for the six months ended 30 June 2015 decreased
by approximately 58% to RMB91.9 million from RMB218.6
million for the corresponding period of last year. The revenue
from this segment was diminishing for the six months ended
30 June 2015 since the continuing depressed business
environment of the above sectors. Price competition among
competitors is also significant in the aftermarket segment.

Revenue from the Group’s electronic commerce segment
for the six months ended 30 June 2015 was RMBO0.6 million
(80 June 2014: RMBNIl).

Gross profit

Gross loss for the six months ended 30 June 2015 of
approximately RMB128.3 million as compared with the
gross profit of approximately RMB42.1 million for the
corresponding period of last year. The gross loss was mainly
attributable to the significant write-down of the inventories
made during the period ended 30 June 2015.

Other income

Other income of the Group for the six months ended 30
June 2015 amounted to approximately RMB6.7 million (six
months ended 30 June 2014: approximately RMB10.1
million). This was mainly attributable to the disposal of the
land in Kaifeng.
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Management Discussion and Analysis

Selling and distribution expenses

Selling and distribution expenses of the Group for the six
months ended 30 June 2015 increased to approximately
RMB17.4 million from approximately RMB10.8 million for the
corresponding period of last year. The increase was mainly
attributable to the business diversification of electronic
commerce which the Group acquired on 25 March 2015.

Administrative expenses

The Group’s administrative expenses for the six months
ended 30 June 2015 increased to approximately RMB50.0
million from approximately RMB36.3 million for the
corresponding period of last year. The increase was mainly
attributable to the business diversification of electronic
commerce which the Group acquired on 25 March 2015
and the share-based payment granted during the period.

Finance costs

The Group incurred finance costs of approximately
RMB86.6 million for the six months ended 30 June 2015,
which represented approximately 93.6% (six months ended
30 June 2014: approximately 7.7%) of its revenue for the six
months ended 30 June 2015. The increase in percentage to
revenue in 2015 was mainly due to changes in fair value on
the derivative components of convertible bonds amounted
to RMB73.6 million and the significant decrease in total
revenue of the Group.

Taxation

Income tax income of approximately RMB4.5 million was
recorded for the six months ended 30 June 2015 (six
months ended 30 June 2014: income tax expenses of
approximately RMB1.5 million).

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2015, cash and cash equivalents of the Group
was approximately RMB273.6 million (as at 31 December
2014: approximately RMB6.9 million).

As compared with the corresponding period in 2014,
cash and cash equivalents increased by approximately
RMB266.7 million, which was mainly resulted from the net
cash outflow from operating activities of approximately
RMBS5.7 million (30 June 2014: RMB7.0 million), the net cash
inflow from investing activities of approximately RMB73.3
million (30 June 2014: RMB22.1 million) and net cash inflow
from financing activities of approximately RMB199.2 million
(80 June 2014: net cash outflow of RMB47.5 million).
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Management Discussion and Analysis

B W R

LIQUIDITY AND FINANCIAL RESOURCES
(Continued)

As at 30 June 2015, net current assets of the Group was
approximately RMB127.2 million (as at 31 December 2014
approximately RMB186.2 million). As at 30 June 2015, the
current ratio (i.e. total current assets/total current liabilities)
of the Group was approximately 1.25 (31 December 2014
approximately 1.32).

As at 30 June 2015, total assets of the Group were
approximately RMB996.8 million (as at 31 December 2014
approximately RMB1,277.1 million) and total liabilities were
approximately RMB776.9 million (as at 31 December 2014
approximately RMB584.7 million). The debt ratio as at 30
June 2015 (i.e. total liabilities/total assets) was 0.78 as
compared to 0.46 as at 31 December 2014.

As at 30 June 2015, the Group had total borrowings of
approximately RMB419.8 million (as at 31 December 2014
approximately RMB294.1 million). The gearing ratio (i.e. total
borrowing/total equity) was approximately 1.91 (as at 31
December 2014: approximately 0.42).

Trade and other receivables

Trade and other receivables of the Group as at 30 June 2015
were approximately RMB144.6 million (as at 31 December
2014: RMB349.7 million). The decrease in balance was
mainly due to the decrease in revenue and the impairment
loss made during the period.

Inventory

The inventory balance of the Group as at 30 June 2015 was
approximately RMB104.0 million (as at 31 December 2014
approximately RMB220.9 million). The decrease was mainly
due to write-down made on inventory.

Trade and other payables

Trade and other payables of the Group as at 30 June 2015
were approximately RMB349.9 million (as at 31 December
2014: approximately RMB289.3 million). The increase
was mainly due to (i) the increase in deposit received for
the disposals of assets classified as held-for-sale; (i) the
increase in payables for construction and purchase of
property, plant and equipment and (iii) the acquisition of
equity interests in subsidiaries of the Group on 25 March
2015.
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Management Discussion and Analysis

Contingent liabilities

As at 30 June 2015, the Group had no significant contingent
liabilities (as at 31 December 2014: RMBNIl).

Capital commitments

As at 30 June 2015, the Group had no contracted capital
commitment which were not provided in the financial
statements (as at 31 December 2014: approximately
RMBO.1 million).

DIVIDENDS

The Board has resolved not to recommend any payment of
interim dividend for the six months ended 30 June 2015 (30
June 2014: RMBNIl).

PROSPECTS
Axle and train business

Due to the continue depression in the MDT and HDT
industries, which brought about under-utilization of
production capacity of the Group’s business in the axle
and component of motor vehicles, and together with the
keen price competition among competitors in the motor
vehicles repair market, the income continue to decrease
and the loss also worsened. The Board is now carefully
assessing, reviewing, and adjusting axle business, and
gradually reduces the proportion of OEM business which
suffered loss, and will focus on the after-sale repair market,
and continue to follow-up and concern about the train and
railway business.

Electronic commerce business

At present, the Group have commenced practical
businesses with hundreds of brand suppliers in Europe,
which covering thousands of brand producers, and
established strategic corporation relationships with famous
brand groups such as Scotti, IF&B, Classeditori, Carrefour,
FLA and Intermarche etc. Network resources of overseas
suppliers which possess the scale effect have strengthened
the upstream strategic advantage among the industry.
Besides, the Group will continue to actively explore more
famous brand suppliers, and establish long-term strategic
cooperation relationship with them, and to provide
import commodity with different variety, high-quality and
competitive prices.
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The Group will actively grasp the market opportunity and
the development trend and develop strategic new business.
Besides developing fast-moving products of high quality
and consumer goods in overseas, it also plans to develop
high-value added commodities through vertical proprietary
channels such as grasping the demand of parallel imported
vehicles and market opportunities in the domestic PRC;
establish and construct an experienced professional
vehicles team; discuss with famous vehicle manufactures to
negotiate business corporation with them; plan a creative
vehicle financial product with large-scale state-owned
commercial bank; promote the online e-commerce sale of
imported-vehicle.

The Group will focus on millions of physical entities of
UnionPay, and will provide matching wholesale commodity
combination based on the classifications and regional
distributions of different entities, and 020 commodity
experience can be achieved at the same time. At present,
the B2B business has already been launched, the B2C
business will be announced in the third quarter of 2015. The
cross-border e-commerce operation platforms of CCIGMall
support the multi-channel of PC browsers, smart tablet PAD
and the mobile Apps.

In order to achieve a rapid growth of the business and to

optimize the return for shareholders, the Group will put in
more resources in the electronic commerce business.

Fortunet e-Commerce Group Limited Interim Report 2015
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
GelEnkEMEERRR

Ny = T,E\

For the six months ended 30 June 2015 - unaudited

BE-_ZT-HAFA~B=THIAER - KREEZ

(Expressed in Renminbi (‘RMB")) (LA ER# ([ AR 1) BIR)
Six months ended 30 June

BEAA=+HIEAEAR

2015 2014
Note RMB’000 RMB’000
HiaE ARET T ARBT T
Revenue A 5 92,490 218,596
Cost of sales SHE A 13(b) (220,839) (176,471)
Gross (loss)/profit (£8) =7 5(a) (128,349) 42,125
Other income H e as 6 6,653 10,097
Selling and distribution expenses SHE R HAX (17,426) (10,766)
Administrative expenses TE R (50,028) (36,319)
Research and development costs AL IN (11,198) (11,053)
Impairment losses BB R 7 (443,864) (24,512)
Finance costs ZUE TN 8(a) (86,639) (16,850)
Loss before taxation MRELATE R 8 (730,851) (47,278)
Income tax Fris#i 9 4,453 (1,542)
Loss and total comprehensive income HABERZERALE
for the period (726,398) (48,820)
Attributable to: AN ARG :
Equity shareholders of the Company IN/NEIL e (713,960) (51,539)
Non-controlling interests eI (12,438) 2,719
Loss and total comprehensive income HREEREH KA
for the period (726,398) (48,820)
Loss per share BREE
Basic and diluted (RMB) EAREE(ARE) 10 (0.60) (0.06)
The notes on pages 16 to 56 form part of this interim F16 B2 F 56 B AP AN BHRE 2 —HD o
financial report.
ERZEEEERAT —S—AFHHRE
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Consolidated Statement of Financial Position

e IR AR

At 30 June 2015 - unadited
RZZ—RFEARA=1TH - REFZX
(Expressed in RMB) (LALAR#EFIR)

At At
30 June | 31 December
2015 2014
—E-EF —ZT—uF
ANB=E+H |[t=—A=+—H
Note RMB’000 RMB’000
it ARET T ARETTT
Non-current assets FREBEE
Property, plant and equipment Y - BB R ERE 11 53,571 302,098
Lease prepayments TENHEEKIE 201,373 203,763
Prepayment for acquisition of machinery 8 B WS TRIS R - 236
Intangible assets R AE 12 21,381 =
Goodwil [EES 23 61,013 -
Deferred tax assets RETIBE 2= 21 15,108 145
I 352446 | 506,242
Current assets REBEE
Inventories F&E 13 103,999 220,933
Trade and other receivables 85 M AR RIA 14 144,609 349,749
Assets classified as held-for-sale DEAFBEHEZEE 15 117,480 187,544
Tax recoverable A Y [E] 7 T8 4,139 2,439
Pledged bank deposits HEARERI T 5K 516 3,350
Cash and cash equivalents BeMReEEER 16 273,569 6,358
I 644,312 | 770873
Current liabilities REEE
Trade and other payables B 5 K EAM BN IR 17 349,903 289,262
Bank and other loans RITREAME R 18 165,870 294,080
Income tax payable FERFTISER 1,343 1,343
| swate | 584685
Net current assets REBEEFE | 127,196 | 186,188
Total assets less current liabilities meErRima® 000000 | 479642 | 692,430
Non-current liabilities FRBEMS
Secured notes BERRE 19 120,199 =
Convertible bonds AI#AR B 25 20 133,705 -~
Deferred tax liabilities FEEFIBEE 21 5,890 =
)
NET ASSETS EEFE 219,848 692,430
CAPITAL AND RESERVES EXR#E 22
Share capital AR 98,557 53,560
Reserves {1 114,524 638,870
Total equity attributable to equity AN TR IR RIE
shareholders of the Company LR 213,081 692,430
Non-controlling interests IEER R 6,767 =
TOTAL EQUITY BRER 219,848 692,430

The notes on pages 16 to 56 form part of this interim

financial report.
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Consolidated Statement of Changes in Equity

o A B 3L 45

%ﬂ‘ = *‘Eﬁﬁ E@J %‘:Z

For the six months ended 30 June 2015 - unaudited

BE-_ZT-—HFARA=THILAEA - REEZ
(Expressed in RMB) (LA R#55I7R)

Attributable to equity shareholders of the Company

KLRRELES
Shares held
under share
award
scheme Non-
Share Share  BERH  Capital  Statutory Other Accumulated controlling Total
capitl  premium  RMiTH  resene resemes  resene losses Total interests  equity
R&  ROER #EzRE  BARE  EERE  BARE  ZHES g ehEE  4EE
RMB'000  RMB'OO0  RMB'OO0  RMB'O00  RMB'000  RMB'OO0  RMB'00  RMB'000  RMB'000  RMB'000
ARETR  ARETT  ARETr ARMTn ARMIn ARETR  ARETRL  ARETT  ARETr  ARETR
Balance at 1 January 2014 H-2-mE-R-BEh B0 5026 (16 26982 14900 82 (174649 853404 1876 872,160
Changes in equity for the sixmonths  BZ=F-BERA=TH
ended 30 June 2014; AR ZERSD:
(Lossfroftand ot comprenensive A58 (E) /I RAE
income for the period WagE = - - - - - (B89 B89 2719 (4880
Acquistion of adional nerest YEHELRENER
ina subsiciary - - - - - (8525) - (8525 1475 (30,000}
Balance at 30 June 2014 and R-E-REAR=TAR
1July 2014 “E-MELR-AZER 53560 599,296 (16 269 14902 (1709 (226188 793340 - T340
Changes in equity forthe sixmonths  #Z=E-BE+=A=1-A
ended 31 December 2014; LrBARESE
Loss and totel comprehensiie ncome. - ZEHEER2EREEE
forthe period - - - - - - (100910)  (100,910) - [100910)
Balance at 31 December 2014 HE-METZA=t-RZER 5360 59929 (162) 26982 14900 770 (27008 692430 - 6040
e Gy ®5  HREER-ANE | N W N@) W [ @ Rl - 6
Changes in equity forthe sixmonths  EZ=E-RERA=THIE
ended 30 June 2015; ~ERZRREE:
Loss and otal comprefensiie ncome. - ASHEER2ENAEE
forthe perod - - - - - - (TM3960) (113060 (12438  (726,3%)
Issuance of shares fo new equty
shareholders of the Gompany
(Note 2200 37498 119,466 - - - - - 156,964 - 156,964
Issuance of shares on acquisttion of
a subsidary (Notes 22(b) and 29) 149 68376 - - - - - 75805 19205 95,080
Shares granted under the share
award scheme (Note 22(c) - - - 1,172 - - - 1,172 - 1,172
Shares vested under the share
award scheme (Note 22(c) - - 1,621 (1,772 - - 145 - - -
44007 187,842 1,621 - - - 145 23461 19205 253816
Balance at 30 June 2015 HoZ-REAR=TRZEH 98557 78713 - 26982 900 (1703 (1040913 213,081 6767 219848

The notes on pages 16 to 56 form part of this interim

financial report.

F16 AEF 56 AMEARNTRMBHRE L —& D -
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Condensed Consolidated Cash Flow Statement

RGeS EERER

For the six months ended 30 June 2015 - unaudited
BE-ZT—HFANA=THLANEA - REEZ
(Expressed in RMB) (LALAR#EFIR)

Six months ended 30 June

BEAA=+HILEAEAR

2015 2014
Note RMB’000 RMB’000
HiaE ARET T ARBT T
Operating activities REEE
Cash used in operations KEFTRIRE (5,740) (6,595)
Income tax paid BTEEE - (414)
Net cash used in operating activities RETHMARS TR (5,740) (7,009)
Investing activities REEE
Payments for purchases of property, EEWME - BE&EHE MR
plant and equipment (38,767) (2,053)
Deposits and proceeds from disposal HESEARBIELEEE
of assets classified as held-for-sale Z¥e RS F0R 101,229 22,100
Proceeds from disposal of property, Hj’i%% = K
plant and equipment RABFT1S /IR 9,528 12,456
Cash inflow from acquisition of a subsidiary H&ZE% HfT B AR Z2RERA 23 3,275 =
Acquisition of non-controlling interest L B —FEffT B A
in a subsidiary P (2,000) (11,450)
Other cash flows arising from WEREEEZ
investing activities HihREne - 1,000
Net cash generated from RETBHEEZEHSTFH
investing activities 73,265 22,053
The notes on pages 16 to 56 form part of this interim F16 BEEF 56 B AR M BSHRE 2 —55H -

financial report.
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Condensed Consolidated Cash Flow Statement (Continued)

BRFEERSRER ()

For the six months ended 30 June 2015 - unaudited
BE-_ZT-—HFARA=THILAEA - REEZ
(Expressed in RMB) (LA R#55I7R)
Six months ended 30 June

BEAA=+HIEAEAR

2015 2014
Note RMB’000 RMB’000
HiaE ARET T ARBT T
Financing activities RMEEE
Proceeds of new bank and other loans HERTT R EMER Z TS F0R 57,940 242 664
Repayment of bank and other loans EBIRTT R EA fﬁ%’( (186,150) (273,350)
Proceeds from the issuance of BT D FT1S RIE
shares, net of transaction cost IR S A 156,964 =
Proceeds from the issuance of secured BT R ERMEHIE
notes, net of transaction cost IR R SR AN 118,683 =
Proceeds from the issuance of BATAMAAR B H P15 508
convertible bonds, net of R 52
transaction cost 20 59,278 -
Decrease in pledged bank deposits WIRRITFFOR D 2,834
Borrowing costs paid BEHEEKA (10,363) (16,850)
Net cash generated from/(used in) BMEEFBELE(FTA)
financing activities HEFE 199,186 (47,536)
Net increase/(decrease) in cash and HERBSEEEBEH LM
cash equivalents OR2) F5E 266,711 (32,492)
Cash and cash equivalents R—B—BZzHEE&R
at 1 January BHEEEER 16 6,858 57,902
Cash and cash equivalents RAB=+HZRER
at 30 June ReZEER 16 273,569 25,410

The notes on pages 16 to 56 form part of this interim

financial report.

EESBEEERAA

F16 AR F 56 AT AP ERE 22— °

“E-RFRHRE

15



16

Notes to the Unaudited Interim Financial Report
RICEZ ISR EMIEE

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI » UAREEIITR)

1.

CORPORATE INFORMATION

Fortunet e-Commerce Group Limited (formerly
Changfeng Axle (China) Company Limited) (the
“Company”) was incorporated in the Cayman Islands
on 21 August 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 condensed consolidated financial statements
of the Company as at and for the six months ended
30 June 2015 comprise the Company and its
subsidiaries (collectively referred to as the “Group”).

The principal activities of the Group are the
manufacture and sale of axles and related
components, and the import and distribution of
goods abroad through a cross-border electronic
distribution platform, www.CCIGMALL.com, in the
People’s Republic of China (the “PRC”).

BASIS OF PREPARATION

This interim financial report has been prepared in
accordance with the applicable disclosure provisions
of the Rules Governing the Listing of Securities on
the Stock Exchange, including compliance with Hong
Kong Accounting Standard (“HKAS”) 34, Interim
financial reporting, issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA”). It
was authorised for issue on 21 August 2015.

The interim financial report has been prepared in
accordance with the same accounting policies
adopted in the 2014 annual financial statements,
except for the accounting policy changes that are
expected to be reflected in the 2015 annual financial
statements. Details of any changes in accounting
policies are set out in Note 3.

The preparation of an interim financial report in
conformity with HKAS 34 requires management
to make judgements, estimates and assumptions
that affect the application of policies and reported
amounts of assets and liabilities, income and
expenses on a year to date basis. Actual results may
differ from these estimates.

Fortunet e-Commerce Group Limited Interim Report 2015
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Notes to the Unaudited Interim Financial Report

BASIS OF PREPARATION (CONTINUED)

This interim financial report contains condensed
consolidated financial statements and selected
explanatory notes. The notes include an explanation
of events and transactions that are significant to an
understanding of the changes in financial position
and performance of the Group since the 2014 annual
financial statements. The condensed consolidated
interim financial statements and notes thereon do
not include all of the information required for full
set of financial statements prepared in accordance
with Hong Kong Financial Reporting Standards
(“HKFRSs”).

The interim financial report is unaudited, but has
been reviewed by KPMG in accordance with Hong
Kong Standard on Review Engagements 2410,
Review of interim financial information performed by
the independent auditor of the entity, issued by the
HKICPA. KPMG'’s independent review report to the
Board of Directors of the Company is included on
pages 57 to 59.

The financial information relating to the financial year
ended 31 December 2014 that is included in the
interim financial report as being previously reported
information does not constitute the Company’s
statutory financial statements for that financial year
but is derived from those financial statements.
Statutory financial statements for the year ended 31
December 2014 are available from the Company’s
registered office. The Company’s auditors have
expressed a qualified opinion on those financial
statements in their report dated 24 March 2015.

RACEAZ P B B A R 5 B =t
(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  UAREEIIR)
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Notes to the Unaudited Interim Financial Report
RISEZ P IRE M=

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI » UAREEIITR)

2.

BASIS OF PREPARATION (CONTINUED)

For the six months ended 30 June 2015, the Group
had incurred net loss of RMB726,398,000 and net
cash used in operating activities of RMB5,740,000.
These condensed consolidated interim financial
statements have been prepared on a going concern
basis notwithstanding the net loss and net cash used
in operating activities for the six months ended 30
June 2015 because the directors of the Company
are of the opinion that (i) of the net loss for the six
months ended 30 June 2015, RMB670,856,000
was attributable to write-down of inventories,
impairment losses on property, plant and equipment
and receivables, and changes in fair value on the
derivative components of the convertible bonds,
which do not involve cash payment; and (i) based
on a cash flow forecast of the Group for the twelve
months ending 30 June 2016 prepared by the
management, 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 condensed
consolidated interim financial statements on a going
concern basis.

CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued the following amendments
to HKFRSs that are first effective for the current
accounting period of the Group.

o Annual Improvements to HKFRSs 2010-2012
Cycle

o Annual Improvements to HKFRSs 2011-2013
Cycle

None of these developments have had a material
effect on how the Group’s results and financial
position for the current or prior periods have been
prepared or presented. The Group has not applied
any new standard or interpretation that is not yet
effective for the current accounting period.

Fortunet e-Commerce Group Limited Interim Report 2015
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Notes to the Unaudited Interim Financial Report

4. ACCOUNTING JUDGEMENT AND
ESTIMATES

(@)

Critical accounting judgements in applying
the Group’s accounting policies

In applying the Group’s accounting
policies, the directors of the Company
have made the following significant
judgements:

(i)

Identifying the accounting acquirer in
a business combination

As mentioned in Notes 22 and 23,
during the period the Company issued
610,606,000 ordinary shares to various
investors (including the second largest
shareholder before this issuance) which
resulted in Century Investment (Holding)
Limited (“Century Investment”), a new
investor, became the largest shareholder,
and the previous largest and second
largest shareholders becoming the
second and third largest shareholders
respectively. In addition, the Company
issued an additional 122,121,000
ordinary shares as consideration to
acquire 51% equity interest in Century
Network Holding Limited (“Century
Network”), a company then owned by
Century East Network Limited (“Century
East”), a non-wholly-owned subsidiary of
Century Investment.

The Group concluded that the above
acquisition is a business combination
where the Company is the accounting
acquirer and Century Network is the
accounting acquiree and, accordingly,
reverse acquisition accounting is not
applicable. In coming to this conclusion,
the factors taken into account by the
Company’s directors included the
following:

REEELP I TE RS R

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  UAREEIIR)

4. EEHERMEE
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RERFAEEEFABRE » XARESCHFL
AT E KA
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REBESHHEBBISTUIBS

M sE22 R 23 FTit + AR ARRHAAE
METREE(BEAREITHEZKR
B ER ) 3£77610,606,000 8 L@AL © & —
HFHEEZE Century Investment (Holding)
Limited ([ Century Investment |) B A& A
BRER - R AR R = KBRE 5 A
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AEBESHEwRRE  EKBAEERS
6 AR AEEAERNKE
7 - 1 Century Network & &sT2ER|EE
WWES Bt TERRAKES
TERE - BESMAER ARRESA
ERMNAZBENT ¢

EESBEEAERLFA —F-AFPHES

19



20

Notes to the Unaudited Interim Financial Report
RASEZ P BB R 5 T

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI » UAREEIITR)

4. ACCOUNTING JUDGEMENT AND 4. S HERMAE ()
ESTIMATES (CONTINUED)

(a) Critical accounting judgements in (a) EARAEENETBERNEER T HE (F)
applying the Group’s accounting policies
(continued)

() Identifying the accounting acquirer in (i) REBESHPBRIESFTWES (HF)

a business combination (Continued)

° The above share issuance and . R 1 BT R AR B B AN A B BE R
acquisition were initiated by WARASES| ATERFESHNR
the Company and represented RIS EE R Z T b R
an opportunity for the Group B o AEBBRIKIESIREESE
both to introduce a long-term THIRE XL -
strategic investor which could
bring in new capital and also to
diversify its business. The Group
intends to maintain the continuity
of its existing business after the
acquisition.

has the largest equity interest
in the Company, it neither
controls the board of directors
nor the shareholders’ meetings
of the Company. The combined
shareholding of the two major
shareholders of the Company
before the share issuances
exceeds the shareholding of
Century Investment.

The newly acquired business
was at a start-up stage and only
represented a new business
opportunity for the Group, and
despite the different business
nature, its size is relatively small
when compared to the Group’s
existing business.

Fortunet e-Commerce Group Limited Interim Report 2015
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Notes to the Unaudited Interim Financial Report

4. ACCOUNTING JUDGEMENT AND
ESTIMATES (CONTINUED)

(b) Key sources of estimation uncertainty

(i)

Impairment of long-live assets

If circumstances indicate that the
carrying amount of a long-lived asset
may not be recoverable, the asset
may be considered “impaired”, and an
impairment loss may be recognised.
The carrying amounts of long-lived
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 carrying
value of the assets and could result in
additional impairment charge or reversal
of impairment in future periods, where
applicable.

RACEAZ P B B A R 5 B =t
(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  UAREEIIR)
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Notes to the Unaudited Interim Financial Report
RICEZ ISR EMIEE

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI » UAREEIITR)

4.

Fortunet e-Commerce Group Limited

ACCOUNTING JUDGEMENT AND
ESTIMATES (CONTINUED)

(b)

Key sources of estimation uncertainty
(Continued)

(i)

(iii)

(iv)

Write-down of inventories

Inventories are carried at lower of
cost and net realisable value. The
management estimates the net realisable
value based on all available information,
including the current market information
of the inventory items. Any changes
in these estimates would increase or
decrease the amount written-down or
reversal of amount written-down.

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.
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Notes to the Unaudited Interim Financial Report

SEGMENT REPORTING

The Group manages its businesses by lines of
business. In view of the acquisition of a new line
of business through the acquisition of a subsidiary
as mentioned in Note 23, namely the E-commerce
business from the operation of a cross-border
electronic distribution platform and the suspension
of the train and railway business, 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.
The three operating segments, namely “OEM and
related market”, “Aftermarket” and “Train and railway
business” as previously reported for the year ended
31 December 2014 have been revised into the
following two operating segments for the six months
ended 30 June 2015:

o Axle and train business: this segment
manufactures and sells axles and related
components to truck manufacturers and after-
sales services market, and train and railway
components to Russia.

o E-commerce business: this segment
imports goods from suppliers abroad and
then distributes such goods to retailers and
customers in the PRC through a cross-
border electronic distribution platform, www.
CCIGMALL.com.

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

KRB IR E M

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  UAREEIIR)

2 EWE

AEBREBREERERY  ENME23MAEB
WiE—FHMBRRMEBHHER  IREERE
FOHEFEARFT LI ERERER  AEEEE
BEREHNEBASBEHRIRE  YEIREER
ABLSIEREREFERROBOMAARE RS
RITREBAEBRSEHMNTR - ZAREBE_F
—MFE+ - A=tT—HIEFERETHN=(ELEL D
(BNOEM K ABRETI% ~ MAETIHIA K FIE KRR 55
EREITRBE_ZE-—RFAAA=THILREAN
AT R fE AR & D &6 -

o  ERNMIERD: %o BRERARERER
REERBTSHEERRBETHE - KA
B ZE AT i B 51| B8 R sk T AR

e ETEIWEER: ZoMEARIIMEERED
Hm BREAEBERESE 5T awww.
CCIGMALL.com A BIZEEmE M E P 5 HZ R

O
on °

U A BHEE D BN ERE D o
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Notes to the Unaudited Interim Financial Report
RSB PR B IS RS MIEE

(Expressed in RMB unless otherwise indicated)

(BR5 AR -

LA R#FIR)

5. SEGMENT REPORTING (CONTINUED)

(@)

Information about profit or loss, assets
and liabilities

The Group’s most senior executive
management monitors the results, assets
and liabilities attributable to each reportable
segment on the following basis:

(i) Revenue and expenses are allocated to
the reportable segments with reference
to revenue generated by those segments
and the expenses incurred by those
segments. No inter-segment sales have
occurred for the six months ended 30
June 2015 and 2014. The Group’s other
operating expenses, such as selling and
distribution expenses, administrative
expenses, research and development
costs, impairment losses and finance
costs, are not measured under individual
segments. The measure used for
reporting segment result is gross profit.

(i)  Segment assets and liabilities include all
assets and liabilities with the exception
of unallocated corporate assets and
liabilities.

Comparative figures have been adjusted to
conform to the current period’s segment
presentation.
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Notes to the Unaudited Interim Financial Report
RASEZ P BB B3R5 T

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  UAREEIIR)

SEGMENT REPORTING (CONTINUED) 5. SEWHE (K)

(a) Information about profit or loss, assets (a) FEER EEREGENER (F)
and liabilities (Continued)
Information regarding the Group’s reportable REBEEZE_ZE—RAFA—_ZFT—HNFA=+HI
segments as provided to the Group’s most ANEA - R B ER KD ERIER B B
senior executive management for the purposes MAEESESRTHREREAERTEBAER
of resource allocation and assessment of WEDEHEREIILT ©

segment performance for the six months ended
30 June 2015 and 2014 is set out below.

Six months ended 30 June 2015
BE-ZE—HFEAA=1THILXEA
Axle
and train E-commerce
business business Total
HEER BY
S B EEEK st
RMB’000 RMB’000 RMB’000
AR®TRT AR%®TR AR¥TR
Revenue from external REINBEFHIBA
customers and reportable R HED WA
segment revenue 91,865 625 92,490
Reportable segment gross AIHRE S (ER)
(loss)/profit e (128,403) 54 (128,349)
At 30 June 2015
R-ZE—HRFXA=1+H
Axle
and train E-commerce
business business Total
HER E
SIE K EEEL wst
RMB’000 RMB’000 RMB’000
ARBTRT AR%TR AR¥TR
Reportable segment assets AREDEPEE 637,511 184,084 821,595
Reportable segment liabilities A& 2 2EE 315,299 176,325 491,624

EESBEEAERLFA —F-AFPHES 25
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RAL AL P B B A R 5 B R
(Expressed in RMB unless otherwise indicated)

(BRS BB - LARKFIT)

5. SEGMENT REPORTING (CONTINUED)

5.

(@) Information about profit or loss, assets

and liabilities (Continued)

2 EbER = (4)

(@) FEED BERAENER (8

Six months ended
30 June 2014
HE-_ZT—UF
~NA=+H
LE7<E A

Axle and train
business
BHiFR
eSS
RMB’000
ARBT T

Revenue from external
customers and reportable
segment revenue

Reportable segment
gross profit

EESMEBEF WA
SR g L ON

AHEDEBER

218,596

42,125

At 31
December 2014
KT
+=—A=+—8
Axle and train
business
BHiFR
P2
RMB’000
ARBT T

Reportable segment assets

Reportable segment liabilities

AHEDWEE
AHETHEE

Fortunet e-Commerce Group Limited Interim Report 2015
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RASEZ P BB B3R5 T

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  UAREEIIR)

SEGMENT REPORTING (CONTINUED) 5.

(b)

(c)

Reconciliations of reportable segment

profit or loss

2 AR & (4)
(b) TFIHREDEEBLOFEH R

Six months ended 30 June
BZX<A=1+HIARAEA

2015 2014
—E—-hfF —E—UF
RMB’000 RMB’000

AR%T T ARBT T
Reportable segment (loss)/profit ~ AI ¥k 22F (EE) % F (128,349) 42,125
Other income H AU A 6,653 10,097
Selling and distribution expenses 5 K& 5 (17,426) (10,766)
Administrative expenses THAX (50,028) (36,319)
Research and development costs 22K (11,198) (11,053)
Impairment losses VERIEN, SEi=! (443,864) (24,512)
Finance costs BB RS (86,639) (16,850)
Loss before taxation BRAR AT EIE (730,851) (47,278)

Reconciliations of reportable segment

assets and liabilities

(c) THREIHVEERABHALHE

At 30 June | At 31 December
2015 2014
R-ZE—HF RZZ—OF
RAA=t+R | t=ZHA=+—H
RMB’000 RMB’000
AR®T ARETIT
Assets EE
Reportable segment assets AmEDHEE 821,595 1,306,476
Unallocated head office and RoBLBH R AREE
corporate assets 399,768 622
Elimination of receivables between & 528 & 7 2f B 425
segments, and segments < B YR IE O 55
and head office (224,605) (29,983)
Consolidated total assets REBEE 996,758 1,277,115
Liabilities =R
Reportable segment liabilities AHREHHEE 491,624 233,969
Unallocated head office and RoMEH R ARAE
corporate liabilities 509,891 380,699
Elimination of payables between &% &8 K 5 SPEL48E0
segments, and segments 2 [E RS B A I 8
and head office (224,605) (29,983)
Consolidated total liabilities mEHEBRE 776,910 584,685
ERZEEEERAT —S—AFHHRE
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RAL AL P B B A R 5 B R
(Expressed in RMB unless otherwise indicated)

(BRS BB - LARKFIT)

6. OTHER INCOME

6. Hitolss

Six months ended 30 June
BEARA=1THIEAREAR

2015 2014
RMB’000 RMB’000
AR¥T R ARETIT
Net gain on disposal of property, HEWE - BEREEBER
plant and equipment and assets DERFEHEEEL
classified as held-for-sale W e F 58 5,747 48
Government grants BT B 550 6,420
Others EAh, 356 3,629
6,653 10,097

7. IMPAIRMENT LOSSES

7. REEE

Six months ended 30 June
BZEASA=1THIEAREA

2015 2014
RMB’000 RMB’000
AR¥T R ARETIT
Impairment losses on property, plant Y% - BB MR 2 RE

and equipment (Note 11 (b)) [E518 (A7 11(b) 277,797 3,951

Impairment losses on trade and B 5 & H A WG IR (A
other receivables (Note 14(b)) [E518 (B77E 14(b)) 166,067 20,561
443,864 24,512

Fortunet e-Commerce Group Limited Interim Report 2015
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RASEZ P BB B3R5 T

LOSS BEFORE TAXATION

LLoss before taxation is arrived at after charging:

(@) Finance costs

8. MRBAIER

(a) BWEXRE

(Expressed in RMB unless otherwise indicated)

(BRS BRI - UARBSIT)

BREL AT B IR FIRIA TR IRIZZER

Six months ended 30 June
BZEAA=1THIEAREAR

2015 2014
RMB’000 RMB’000
AR¥T R ARETIT
Interest on bank and other loans ~ $R1T R EME TS 10,696 16,850
Finance charges on secured notes A IR ZEEI 15 E 1,516 -
Finance charges on g RESMBER (K77 20)
convertible bonds (Note 20) 851 =
13,063 16,850
Changes in fair value on the AIMRESFITET A S
derivative components of NFEES) (f17720)
convertible bonds (Note 20) 73,576 =
86,639 16,850
(b) Staff cost (b) EIKAE
Six months ended 30 June
BZEAA=1THIEAREA
2015 2014
RMB’000 RMB’000
ARET T ARETTT
Salaries, wages and e IEK
other benefits E a7 28,894 27 LI
Contributions to defined A SR TE AR FGR IR
contribution retirement AR
plans 2,360 1,067
Equity-settled share-based B AR =BT 2R
payment expenses in respect EmEE RN BEREZ
of share award scheme NREXZ (Hat220c)
(Note 22(c)) 1,772 -
33,026 29,042
BASEEMARAT —T-EEGHEE 29
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RISEZ P IRE M=

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI » UAREEIITR)

8.

Fortunet e-Commerce Group Limited

LOSS BEFORE TAXATION (CONTINUED) 8. PBRBiAIESE (&)
(c) Otheritem (c) HfhiEE
Six months ended 30 June
BEAA=1THIEAREA
2015 2014
RMB’000 RMB’000
ARETR ARETIT
Depreciation and amortisation rE R 18,765 20,341
INCOME TAX 9. FriEH
Six months ended 30 June
BZEAA=1THIEAREA
2015 2014
RMB’000 RMB’000
ARMTR | ARETR
Current taxation BIHARR IR - 2,340
Deferred taxation EERIR (4,453) (798)
(4,453) 1,542

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 six months
ended 30 June 2015 (six months ended 30 June
2014: 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 six months ended 30 June
2015 (six months ended 30 June 2014: RMBNIl).

The Company and 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.

The subsidiaries of the Group established in the
PRC are subject to PRC Corporate Income Tax
rate of 25% for the six months ended 30 June 2015
(six months ended 30 June 2014: 25%). One of
these subsidiaries has obtained approvals from the
relevant tax bureau to be taxed as an enterprise with
advanced and new technologies for the calendar
years from 2013 to 2015 and therefore enjoyed a
preferential PRC Corporate Income Tax rate of 15%
for the six months ended 30 June 2015 (six months
ended 30 June 2014: 15%).

Interim Report 2015

ARBRREREMRLNAEENBARNEE
—E-RFAA=THIEARBERER16.5% (HEZ
T—MFEARA=THLEREAR : 16.5%) BB R
BENEH - ARARR RAKER BB EMAKL
B ARIREE_Z—AF A AA=THILXEA
MEAGABENSROERTANE - WL EREF
BREH T REE (BRE S —OFEA=THIER
@A : ARBZIT) -

RIBE S B MK BIRA B A AR - 2B
ERENEBRIBFEEEMAINART RAEHE
F 8 R R B BRI 1SR ©

AEENTEMBATNREE —_E—AFE A=t
BHIE/NE R BZ25% (HE - —NFESA=1THIE
NEA - 25%) B RGBS ERER o ZEW
BRRZz —EEBHHBRERESHEE T —=F
E_T-HFERFEASHRMOEHRE  FHit
He—Z—RAFNA=1THIE AR KRPRHEPER
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10. LOSS PER SHARE

(@)

(b)

Notes to the Unaudited Interim Financial Report

Basic loss per share (a)

The basic loss per share for the six months
ended 30 June 2015 is calculated based on
the loss attributable to the equity shareholders
of the Company of RMB713,960,000 (six
months ended 30 June 2014: RMB51,539,000)
and the weighted average of 1,195,395,000
ordinary shares (six months ended 30 June
2014: 797,168,000 ordinary shares) in issue
during the interim period, calculated as follows:

RACEAZ P B B A R 5 B =t
(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  UAREEIIR)

10. SREE

BREFEE

HE-_Z—RAENA=+THILA~NER &
AEXNEBEARGEDRREGEEBARE
713,960,000t (B &2 —T—MENA=+H
17N E A+ AR 51,539,000 7T ) & # Bf Hf
FIAE 217 E @A i F19%01,195,395,000
BBE=_Z—NF~A=ZFTHLEANEA :
797,168,000 TL3@A%) st E T

Six months ended 30 June
BZEASA=1THIEAREAR

2015 2014
No. of share No. of share
’000 ‘000
RHEE RIDEE
Fr Fh%
Issued ordinary shares R—A—HEZETHLER
at 1 January 800,000 800,000
Effect of shares issued to RZZE—RAF=H=+HH
new equity shareholders of MR BT AR R 31T
the Company on 25 March 2015 &3 EIRZ 2 (f1aE 22(b))
(Note 22(b)) 330,604 -
Effect of shares issued on the RZZE—RAF=HA=+HH
acquisition of a subsidiary on Wi — M8 A AR 31T
25 March 2015 (Note 22(b)) RID IR 2 (ML 22(b) 66,121 -
Effect of shares purchased and ~ BIERH EETEIEEE
vested under a share award NMEEBRDZTZE
scheme (Note 22(c)) (B 22(c)) (1,330) (2,832)
Weighted average number of RANA=+BEBK
ordinary shares at 30 June T EE R 1,195,395 797,168
Diluted loss per share (b) SREEEER

There were no dilutive potential shares
outstanding during the six months ended 30
June 2015 and 2014.

BE_Z—ARAF;_ZT—NFA=1+HIEAN
&7 - &L B EE SN MBI TEIN °

EESBEEAERLFA —F-AFPHES
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RSB PR B IS RS MIEE

(Expressed in RMB unless otherwise indicated)

(BR5 AR -

11.

Fortunet e-Commerce Group Limited

LA R#FIR)

PROPERTY, PLANT AND EQUIPMENT

(@)

(b)

Acquisitions and disposals

During the six months ended 30 June 2015,
the Group incurred capital expenditure on
property, plant and equipment with a cost
of RMB60,225,000 (six months ended 30
June 2014: RMB2,212,000). ltems of plant
and machinery with a net book value of
RMB15,744,000 were disposed of during the
six months ended 30 June 2015 (six months
ended 30 June 2014: RMB12,408,000),
resulting in a loss on disposal of
RMB6,216,000 (six months ended 30 June
2014: a gain on disposal of RMB48,000).

Impairment losses

During the six months ended 30 June 2015,
the directors of the Company conducted
an impairment assessment on the Group’s
property, plant and equipment.

Given the train and railway business had been
suspended since 2014 and the significant
uncertainty on when such business will
recommence in the future, the directors of the
Company consider the recoverable amount of
these assets to be their residual values, and
accordingly, recognised an impairment loss of
RMB213,779,000 in respect of the property,
plant and equipment related to the Group’s
train and railway business for the six months
ended 30 June 2015.

Interim Report 2015

11

3 - BERERE

(a)

(b)

WERHE

Ek:l:-? ﬁfﬁ/\ﬂ +E|JJ:/\ IH Z’KE

EEENDE  BEMEEBNE RN
A AR¥60,225000 T (BE=_Z—WE XA
=+HIEANER: AR%2212,0007T) ° BR
HFE AR 15,744,000 7T B9 I8 5 N 1% 28 18

ERBE_ZT-—RAFAA=THILEXEAL
EEE_T—OFAA=THILREAAR: A
E%124080007&) HRELEEEARK

6,216,000 L (B Z2 —F—WMENA=FTHIEN
@A : BEkzm ARE 48,0007T) ©

R

BEZZT—AFAA=THIEAREAR &2
ESUAEENYE  BELEREE ﬁﬁﬁ%
iy o

ERYEREREREE T —WFERF L
H%Xéﬁﬁh&%ﬁ?&ékTﬁml%
RAREERE  ZSEEARDESEEAH
FIEREE - Ilmwaé_ —hRENA=1
A8 A A E @IS KRR E SR E -
R = & 5% s R R B B 18 A R 213,779,000
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11. PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

(b)

Impairment losses (Continued)

In addition, due to the continous depressed
axle and related components business in the
PRC, the directors of the Company assessed
that the recoverable amount of the property,
plant and equipment of the axles and related
components business to be lower than their
carrying amounts. Accordingly, an impairment
loss of RMB64,018,000 was recognised for
the six months ended 30 June 2015. The
recoverable amount of the assets has been
determined based on value in use calculation,
which adopted a cash flow forecast prepared
by management of the Group using a pre-tax
discount rate of 13.96%.

12. INTANGIBLE ASSETS

RAL AL P B B A R s B R
(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  UAREEIIR)

11 9% BERRE (F)

(b)

RAEEE ()

AN - R B SR RAET BB AR
Ko ARRERHAERRAETHRHEEEZ
W BELRBEATHREDSESERERE
BBt #E_T—RFA=THIENE
AR RERE AR 64,018,0007T - BEA
WO eHEREEREENE  KALKEE
BEEABRRATTIREXR13.96%mEIETRE
TER -

12 \|PEE

Six months ended
30 June 2015
BEz—T—1F
~A=1+H
1EXEA
RMB’000
ARETR
Cost: R :
At 1 January 2015 R_ZE—HF—HA—H -
Addition through acquisition of FERWE—HNBARRE (HiF23)

a subsidiary (Note 23) 22,664
At 30 June 2015 RZZE—RFA=1H 22,664
Accumulated amortisation: ZoTEe -

At 1 January 2015 RZE—hFE—H—H -
Charge for the period HIR S (1,283)
At 30 June 2015 RZE—RFA=1H (1,283)
Net book value: AR FE -

At 30 June 2015 R_E—RFA=1H 21,381

EESBEEAERLFA —F-AFPHES
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Notes to the Unaudited Interim Financial Report
RASEZ P BB 3R 5 T

(Expressed in RMB unless otherwise indicated)

(BRS BB - LARKFIT)

13. INVENTORIES

(@)

(b)

Fortunet e-Commerce Group Limited

13 #&

Inventories in the consolidated statement
of financial position comprise:

(a) REEMBRRRNEFERE:

At 30 June | At 31 December

2015 2014

R-B—HE R-ZE—OF

AA=+H | T=ZHA=1T—H

RMB’000 RMB’000

AR¥T R ARETIT

Raw materials R 143,674 151,262
Work in progress R 62,341 43,825
Finished goods SURY 70,672 45,118
276,687 240,205
Less: write-down of inventories  Ja : 17 & MU (172,688) (19,272)
103,999 220,933

An 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:

(b) ERRMIRFAGESBEBERHM2EKER

NEESB|IMWT :

Six months ended 30 June
BZEASA=1THIEAREA

2015 2014
RMB’000 RMB’000
AR¥T T ARETIT

Carrying amount of EHRFEMNIRAE
inventories sold 67,423 176,471
Write-down of inventories T ERMOR 153,416 =
220,839 176,471

Interim Report 2015
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14. TRADE AND OTHER RECEIVABLES

RAL AL B B A R s B R
(Expressed in RMB unless otherwise indicated)
(BRBEFHBI » UAREEIIR)

14. EF R HMEWFIE

At 30 June | At 31 December
2015 2014
R=-EE—HE R-ZT—P4F
ANA=+H | t=ZA=+—H
RMB’000 RMB’000
ARET R ARBEFIT
Trade receivables =) LG 436,994 442 651
Bills receivables R E I 21,757 53,079
458,751 495,730
Less: allowance for doubtful debts B RERE S (339,312) (282,231)
119,439 213,499

Prepayments and other receivables: TEAS FRIE Fe B Ath EIGRIA -
- Advances to suppliers — T HIER 2 B 109,801 111,518
— Value added tax refundable — AR O ER 17,904 17,830
— Others —HAth 12,758 13,209
140,463 142,557
Less: allowance for doubtful debts B REREE (115,293) (6,307)
25,170 136,250
144,609 349,749

All of the trade and other receivables, net of
allowance for doubtful debts, are expected to
be recovered or recognised as expenses within
one year. For E-commerce business, cash before
delivery is generally required for all customers. Trade
receivables related to the axle and train business are
generally due within three to four months from the
date of billings.

FTE B 5 K E Al FE WRIE (HIBR R AR TR —
FRAKREAERRFAL - REFREEBME - A
BERXEFPUAGCEERARESXNER - ERRIIE
EGEEE SRR ABRENEEEARE=2MN
(EVEAE

EESBEEAERLFA —F-AFPHES
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RAL AL P B B A R 5 B R
(Expressed in RMB unless otherwise indicated)
(BRBEFHBI » UAREEIITR)

14. TRADE AND OTHER RECEIVABLES
(CONTINUED)

(@) Ageing analysis

As of the end of the reporting period, the
ageing analysis of trade and bills receivables
(net of allowance for doubtful debts) included
in trade and other receivables, based on the
invoice date, is as follows:

14. B5RHAEYRIE ()

(a)

AR HT

RBEHR - SFABZREMEYEFIEZE S
FEWSRIR MBI R IE CINER RER B R ) BB R
B BRSO TESIT

At 30 June | At 31 December
2015 2014
R-E-HF RZZ—OF
RA=+H | tZTA=1T—H
RMB’000 RMB’000
AR¥T R ARETIT

Within 90 days 90HA

91 to 120 days 91&120H
121 to 180 days 1212180 H
181 to 365 days 1812365 H
Over 365 days 838 365 H

At the end of the reporting period, trade
receivables with outstanding amount of
RMB45,496,000 (31 December 2014:
RMB37,500,000) has been pledged to a bank
to secure the Group’s short-term bank loans
(Note 18).

Fortunet e-Commerce Group Limited Interim Report 2015

78,614 83,547
40,825 14,267
- 40,301

- 37,801

- 37,583
119,439 213,499

RBEER - EFRERFBBHREESTAR
¥ 45,496,000 (= ZE—WF+=-A=+—H :
AR%37,500,0007T) BHEA T IRITIEAEAE
ERERITER (H2E18) 2R °



Notes to the Unaudited Interim Financial Report

14. TRADE AND OTHER RECEIVABLES
(CONTINUED)

(b)

Impairment of trade and other receivables

Impairment losses in respect of trade and other
receivables are recorded using an allowance
account unless the Group is satisfied that
recovery of the amount is remote, in which
case the impairment loss is written off against
trade and other receivables directly.

The movements in the allowance for doubtful
debts during the period/year are as follows:

REEEL PR S

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  UAREEIIR)

14. B5RHAEYRIER ()

(b)

B2 R HEmERFORRE
BRE 5 ME b RUGIRR BB R 1R 2 £ A
fRiRRCER - EARERSKEIIANKEE K
AIRRSN - HERLBER TREBBEREE S RH
fl FEM IR P 3K -

B/ FARRRENESNT

Six months Year ended

ended 30 June 31 December

2015 2014

BZE-Z—51F | 2T UF

AA=+H | +=A + H

1ERMEA IEFE

RMB’000 RMB’000

AR¥T R ARETIT

At 1 January n—A—H 288,538 289,342

Impairment losses recognised BHERHREEBE 166,067 20,080
Reversal of impairment losses REEERE - (20,884)

At 30 June/31 December WANA=+H/+=—A=+—H 454,605 288,538
At 30 June 2015, the Group’s trade and other RN-TE—FENA=+H AEEHESRE

receivables of RMB454,605,000 (31 December
2014: RMB288,538,000) 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.

MMQEAIEIAEM454,605,00073(:?-@%
+ZA=+—8 : AR 288,538,0007t) &7
EETERE o R B A FE Uk R E £ 2R B S
HNEEREKABBAEEERT  ZER
WGRIB AT « REEWERZSEHRTE
R HE I &R o

SEEFBEEAERLA —F-AFPHES
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RICEZ B REIR 5 IEE

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI » UAREEIITR)

15. ASSETS CLASSIFIED AS HELD-FOR-SALE

16.

Fortunet e-Commerce Group Limited

From 2013 to 2015, the Group had commenced
negotiations and subsequently entered into various
agreements to sell certain of its assets and has
presented these assets as held-for-sale.

The classes of assets classified as held-for-sale are
as follows:

15.

DRBHEHENEE
BT =FZ-_T—HF AEECHBEHAER

BRI TETHANNEEETEETEBREE
BB AR E -

DERFHEHENEERRIT

At 30 June | At 31 December

2015 2014

R-ZE—HF RZZT P4

AA=+A | t=A=1H

RMB’000 RMB’000

AR¥T R ARETIT

Property, plant and equipment L E YN L] 82,880 134,747
Lease prepayments TENHEERNRK 34,600 52,797
117,480 187,544

During the six months ended 30 June 2015,
property, plant and equipment and lease
prepayments held-for-sale with an aggregate carrying
value of RMB70,064,000 were disposed of, resulting
in a gain of RMB11,963,000. The disposals of the
remaining assets classified as held-for-sale are still in
process, and the directors of the Company expect
the disposals will be concluded by the end of 2015.

BE_ZTZ-—RAFAA=THLEAXEA HEKRE
#A{E ™ ARKT70,064,0007T < 5 1EH & W%
BEERBARBNEENRE  BEREARY
11,963,0007C - HER N O ESFELEEENE
#ETH BERARREFTEHHEFEIN _T—8
FERETMX °

CASH AND CASH EQUIVALENTS 16 HRERRELEEEEB
At 30 June | At 31 December
2015 2014
R-E—REF R-_Z—PF
ARA=+H | TZHA=1T—H
RMB’000 RMB’000
ARET R ARBEFIT
Cash at bank and on hand SRITMFERE 273,569 6,858

The Group’s business operations in the PRC are
conducted in RMB. RMB is not a freely convertible
currency and the remittance of funds out of the PRC
is subject to the exchange restrictions imposed by
the PRC government.

Interim Report 2015

REERTENRBELEUARKITE - ARER
TR B AR BRHEE R ESE L+ A+ BB
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REEZ P EA R R H M EE

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  UAREEIIR)

17. TRADE AND OTHER PAYABLES

17. EF R HMENFIE

At 30 June | At 31 December
2015 2014
R-E-HF RZZ—OF
AA=+H | T=A=+—H
RMB’000 RMB’000
ARET R ARBEFIT
Trade payables B S ERTFIE 101,205 58,299
Bills payable NS 1,000 17,850
102,205 76,149
Deposits received for the disposals HESEARBIELEEE
of assets classified as held-for-sale U EREY i & 111,202 92,000
Advances from third parties REE=TF 28K 40,618 42,799
Payables for construction and ERREEYE  BEK
purchase of property, plant BN
and equipment 24,392 12,755
Payables for staff related costs 8 T ARRER AN FE S 5RIE 14,700 15,297
Payable for acquisitions of equity W e Z 5= [ Ff 3 JB 1 )
interests in subsidiaries of the Group A& e 5 3k IE 14,250 12,550
Advances received from customers BUERFER 6,442 7,500
Payables for miscellaneous taxes ANEZES ] 3,146 7,342
Provision for warranties RIS 1,135 1,063
Others EAh 31,813 21,807
247,698 213,113
349,903 289,262

As of the end of the reporting period, the ageing
analysis of trade and bills payables included in trade
and other payables, based on the invoice date, is as

RBERR - SFAESREMENFIE B FEN
RIERENEEENEEBHAREOMEIINT

follows:
At 30 June | At 31 December
2015 2014
R-E—HF R-ZE—OF
~A=+H | t=ZA=+—H
RMB’000 RMB’000
AR¥T ARBTIT
Within 30 days 30BN 25,971 27,671
31 to 60 days 31£260H 11,594 7,442
61 to 90 days 61290 H 17,709 3,547
91 to 180 days 912180 H 34,105 29,963
Over 180 days H#iE 180 H 12,826 7,526
102,205 76,149

ERFEEEERAF —T-HFHPHRE
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RESEZ P BB B3R5 T

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI » UAREEIITR)

18. BANK AND OTHER LOANS

(@)

Fortunet e-Commerce Group Limited

18. MITRHEMER

The Group’s short-term bank and other (a)

loans are analysed as follows:

FEMEMBRTREMERIHOT :

At 30 June | At 31 December
2015 2014
R-ZE—HF RZZT 4
AA=t+R | TZHA=+—H
RMB’000 RMB’000
AR¥T R ARETIT
Bank loans: HRITEN
— Secured by land use rights — AR B b
and property, plant and MY% - BE KA
equipment of the Group {EHE 3R 116,930 186,550
— Secured by trade receivables —UAREEE S EWR
of the Group IRV AR 17,940 30,000
— Unguaranteed and unsecured ~ — EHE(R [ 3,000 64,630
137,870 281,080
Other loans from third parties: REFE=FHEME
— Unguaranteed and unsecured ~ — ZE4E(R [ K 13,000 13,000
150,870 294,080
Add: Non-current portion of o BRERERRHRTT
long-term bank loan BERZIEREBED
repayable on demand (K17t 18(b)
(Note 18(b)) 15,000 -
165,870 294,080

Interim Report 2015
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18. BANK AND OTHER LOANS (CONTINUED)

(b)

(c)

The Group’s long-term bank loan is
analysed as follows:

RAL AL B B A R 5 B R
(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  UAREEIIR)

18. MITRHEMER (F)

(b)

FEBMRMBITERINOT :

At 30 June | At 31 December
2015 2014
R-ZE—HF RZZT 4
AA=+R | t=A=+—H”
RMB’000 RMB’000
AR¥T R ARETIT
Bank loan guaranteed by AEE B A RIERBRITER
a subsidiary of the Group 15,000 -
Less: Non-current portion of B BIREKEERRIT
long-term bank loan Bk IEmEEl o
repayable on demand (K7a£ 18(a))
(Note 18(3)) (15,000) -

The Group’s long-term bank loan with principal
amount of RMB15,000,000 are subject to the
fulfilment of covenants commonly found in
lending arrangements with financial institutions.
At 30 June 2015, the Group has breached
certain covenants as stipulated in the long-term
bank loan agreement, and accordingly, this
loan has become repayable on demand and
has been classified as short-term bank loan.

The following assets and their respective
carrying values as at the end of the
reporting period are pledged to secure the
Group’s short-term bank and other loans

(c)

AEBERARTERASTE/SARE
15,000,000 T & BB E R L HhE R
HEEVABR - RZT-—AFA=1+H"
AEBERREHRTERBEREZE TR
o Bt ZERERRAREREERE S
BREHRITER -

THEERERBERR ZIREAES ERED
AEMEHRRTRAMERZER

At 30 June | At 31 December
2015 2014
R-EB-—HEF R=ZT—OF
AA=+H | TZA=+—H
RMB’000 RMB’000
AR¥T ARETIT
Property, plant and equipment YN L] 36,359 86,309
Lease prepayments TENEEKIE 18,166 232,606
Trade receivables B 5 WK 45,496 37,500
100,021 356,415
ERZEEEERAT —S—AFHHRE
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RAL AL P B B A R 5 B R
(Expressed in RMB unless otherwise indicated)
(BRBEFHBI » UAREEIITR)

18. BANK AND OTHER LOANS (CONTINUED) 18.

(d) As 30 June 2015, the Group’s banking facilities
amounted to RMB179,540,000 (31 December
2014: RMB349,540,000) were utilised to the
extent of RMB134,870,000 (31 December
2014: RMB259,530,000).

19. SECURED NOTES 19.

On 3 June 2015, the Company issued secured notes
(the “Notes”) with an aggregate face value of United
States Dollar (“USD”) 20,000,000 (equivalent to
approximately RMB122,352,000) to Chance Talent
Management Limited (“Chance Talent”), a third party.
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 (Note 20) are secured by 505,581,818
ordinary shares in the Company owned by Century
Investment, an equity shareholder of the Company.

20 CONVERTIBLE BONDS 20.

The Group’s convertible bonds are analysed as

RITREMER ()

(d R-ZT—RFENA=1H AEEERTRE
BEZE AR 179,540,000 T (ZZ—MMFE+—
A=+—H : AR#¥349,540,0007T) E&A A
R#134,870,000 7T (ZE—FE+=-A=+—
H : AR¥259530,0007T) °

FEARE

R-E—RAFEANA=B' ARAER—RE=
73 Chance Talent Management Limited ([ Chance
Talent]) 277 B #4258 /4 20,000,000 7t ([ 7T 1)
(HEN ANR¥122,352,0007t ) B ERHAZE ([ =
B o ZERERNERI13%ETE  BEEERE—X
YR —_E—tFE~NAZBHEH - R_T—FF
NAZBBETZERERABRRES (H:720) LAZ
N B #E 25 I B Century Investment# A KRR 7 2
505,581,818 lx AR E IR o

AR ESR

REEARBEZAITWT

follows:
Liability Derivative
components components Total
8E&%s TEIAHRS et
RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT
At 1 January 2015 R—_ZE—HF—HA—H - - -
Convertible bonds issued BEITARRES 54,328 4,950 59,278
Accrued finance charges for the NERfEI R T RA TS B
period (Note 8(a)) (K1#£8(a) 851 - 851
Fair value changes on the derivative $74 T A0 A F(EE )
components (Note 8(a)) (K17 8(a)) - 73,576 73,576
At 30 June 2015 RZE—RAFA=1H 55,179 78,526 133,705

Fortunet e-Commerce Group Limited Interim Report 2015




20.

Notes to the Unaudited Interim Financial Report

CONVERTIBLE BONDS (CONTINUED)

On 8 June 2015, the Company has 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"), respectively, to Chance Talent. Both
convertible bonds bear interest at 13% per annum
and will mature on 3 June 2018. The two convertible
bonds together with the Notes (Note 19) are secured
by 505,581,818 ordinary shares in the Company
owned by Century Investment.

Upon issuance, 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 the earlier of 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.

ARACEAZ P B B A R 5 B =
(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  UAREEIIR)

20. WRRES (H)

R=ZE—RAF/,NA=H ' KAFE R Chance Talent
TN EE D Bl A6,000,000% T (XERARE
36,706,000 7T) BE IR AT AR E S ([ ATk ESH—])
% 4,000,000 3= 7T (HIE M ARHE 24,470,000 7T) ([ 7]
BMREHFZ]) - ZEMMD LR EF G K F A =X
13% T B BR—FE—\FNA=ZHEIH - ZEW
H AT E S K 225 (A772 19) BA Century Investment
WA AT 505,581,818 BT EAREHE IR o

NE£1T1% - Chance TalentA] @ = —/NE/NA=H
E=F—)\FX A= HEREREIZESRIR7D1.0678 T
1S AR E S — R AR A B TR (BN E ) &
BB 1.508 T AT IR ES —EIR AR QBT
A% - MR EESEATESR T ATVEALA
ISR R ATIRIR E S 2 4584 o

SEEFBEEAERLA —F-AFPHES
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RESEZ P BB B3R5 T

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI » UAREEIITR)

21. DEFERRED TAX ASSETS AND LIABILITIES 21. EEHBEEEREE
(@) Deferred tax assets and liabilities (a) CBRIECHEEERER
recognised:
The components of deferred tax assets and RNR AV BERARIERZRIEFHRBEEERBE
liabilities recognised in the consolidated o RRER BNz EEESET ¢

44

statement of financial position and the
movements during the year/period are as

follows:
Assets Liabilities
BE afE
Unrealised Revaluation
profit for Unused of identifiable
inventories tax loss assets Total
REH RBA Er]
FE&EF BiIEE R HEIEE st
RMB’000 RMB’000 RMB’000 RMB’000
AREBTT ARKETT ARBTRT ARETRT
At 1 January 2014 RZZE-—NFE—-H—H 585 - (780) (195)
Credited to the FFAGEEREK
consolidated statement Hi2ERER
of profit or loss and other
comprehensive income 305 - €5 340
At 31 December 2014 RZZ—m4F
+-—A=+—8 890 = (745) 145
Additions through business ~ BBEBAHRE
combination (Note 23) (HE£23) - 10,099 (5,479) 4,620
(Charged)/credited to the (#0BR),FA
consolidated statement mAEEK
of profit or loss and other Hi2ERER
comprehensive income (890) 5,009 334 4,453
At 30 June 2015 RZZE—HFA=1H - 15,108 (5,890) 9,218

Fortunet e-Commerce Group Limited
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21. DEFERRED TAX ASSETS AND LIABILITIES
(CONTINUED)

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

RAL AL B B A R 5 B R
(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  UAREEIIR)

21. EEHBEZEEREE(R)

(b)

FEMBRRRAEINELEHRAEER AR
RS

At 30 June | At 31 December
2015 2014
R-ZE—HF RZZT P4
RAA=t+R | T=ZHA=+—H
RMB’000 RMB’000
AR¥T ARETIT
Deferred tax assets recognised  R4RE BIFSARR R RAERR
in the consolidated statement ZIEETIBE =
of financial position 15,108 145
Deferred tax liabilities recognised  R4RA BIF5HAIT R R AERR
in the consolidated statement ZIEERIBEE
of financial position (5,890) -
9,218 145

22. CAPITAL, RESERVES AND DIVIDENDS

(@) Dividends

(i)

(i)

Dividends payable to equity
shareholders of the Company
attributable to the interim period

The directors of the Company do not
recommend the payment of an interim
dividend for the six months ended 30
June 2015 (six months ended 30 June
2014: RMBNIil).

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

The directors of the Company did not
recommend the payment of a dividend
for the year ended 31 December 2014
(2013: RMBNIl).

22, BX - HERERE

(a)

IRE

(i)

(i)

BAAARAEERRzPHARE

ARREETERENBE-S—HF
AA=+AIEAEAZ RS (RE=
T-maxA=tAILAEA AR

TT) -

Rep AR E 2 BN AR D SRR
F-BMBFERS

ARNEETRBEABE-2—MF
toAST-ALFEIBE (==
£ ARBZT) -

SEEFBEEAERLA —F-AFPHES
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RAL AL P B B A R 5 B R
(Expressed in RMB unless otherwise indicated)
(BRBEFHBI » UAREEIITR)

22, CAPITAL, RESERVES AND DIVIDENDS

22, EX - RFERKE (K)

(CONTINUED)
(b) Share capital (b) B
Six months ended Year ended
30 June 2015 31 December 2014
BE-Z-41%F HE T —F
AA=THIEAEA TZA=+—HLEE
Shares Shares
%) B in
’000 RMB’000 ‘000 RMB’000
i AR®T R TR ARETT
Ordinary shares of ERTREHRE
USD0.01 each BREE0.01X7T
issued and fully paid: ZERAR
At 1 January n—A—H 800,000 53,560 800,000 53,560
Shares issued to new BITTARAH
equity shareholders of AR 2 R (D
the Company 610,606 37,498 - -
Shares issued on SUERT B A
acquisition of BIT 20
a subsidiary 122,121 7,499 - -
At 30 June/31 December  RNA=+H/
+=—B=+—8 1,532,727 98,557 800,000 53,560

On 25 March 2015, the Company issued
610,606,000 new ordinary shares to
the equity shareholders of Century East
(the “Subscription”). The Company also
issued 122,121,000 new ordinary shares
(“Consideration Shares”) to Century East as
consideration for the Company’s acquisition
of Century East’s 51% equity interest in
Century Network. USD6,106,000 (equivalent
to approximately RMB37,498,000) of
the proceeds from the Subscription and
USD1,221,000 (equivalent to RMB7,499,000)
of the deemed proceeds from the
Consideration Shares (determined based on
the closing price of the Company’s ordinary
shares on the Stock Exchange on 25 March
2015) were credited to the Company’s share
capital. The total of the remaining proceeds
from the Subscription and the remaining
deemed proceeds from the Consideration
Shares, net of transaction costs, of
USD30,588,000 (equivalent to approximately
RMB187,842,000) were credited to the
Company’s share premium account.

Fortunet e-Commerce Group Limited Interim Report 2015

R-E—RAF=ZA_+HH ARAMEER
% % Century East# 17610,606,000 % #7 &
AR ([REEIE]) - KA R INE [ Century
East 3 17 122,121,000 f% 31 & /@ B ([ K B &
% 1) - YEBZRRA RIUEE Century East# Century
Network 51% i 2 X (8 - REBEFIEMSFIA
71 6,106,0003 7T ( 49 & X A R % 37,498,000
7o) RSB AER B R P15 3B H 1,221,000
TT(HERAREE 7,499,000 7T) (ARIEARRAA)E
BRA-—ZE-—hE=A -+ HBEKIAZK
MEET)FTALRRBRAE - BEEEB T
SRIERAAERERRD T TS RIE A5 (40
% %X 5 A AN ) 30,588,0003 7T (4) 5 A A R
187,842,000 7T ) Jhst AR R B D &= ERR o
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22. CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

()

Share award scheme

On 30 August 2012, the directors of the
Company adopted a share award scheme
(the “Share Award Scheme”) as a mean of
rewarding and retaining selected employees
of the Group. A trust has been set up for the
purpose of administering the Share Award
Scheme.

On 25 March 2015, 2,832,000 ordinary shares
held under the Share Award Scheme were
awarded to an employee of the Group with
a fair value per share of HK$0.79 (equivalent
to approximately RMBO0.63 per share). The
fair value of the shares was determined by
reference to the closing price of the Company’s
ordinary shares on 25 March 2015. These
awarded shares were vested on 27 March
2015.

Details of the shares held under the Share
Award Scheme are set out below:

KRB IR S M

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  UAREEIIR)

22, EX - RERKE (H)

(c)

F A% 52 By =t &

RZF——FN\A=1+H AREAEEFHN—
AR SR B AT & ([ B0 2R BT 8 ) (E R ERE
BEAKEREZTN - ARRERERKD
KBTS °

R-F-—AF=A=1+HA - REKNEEET
2I15A 22,832,000 & BT 2B T AN E R
8 BRAFEROTIET(HNERNERARKE
0.637T) » B A FHEIESLERR AR BB
“E-RAF=AtTRAAZWHEMERE © &
ERBMRON_T—RF=A-_++HEES -

IR ) BB AT BB 2 IR S BES I T

Six months ended 30 June 2015 Year ended 31 December 2014
HE-Z-REARZTH HE-T-ME+-A=+—H
<8R Jl:3:3
Average Average
purchase No. of purchase No. of
price shares held Value price  shares held Value
¥ FRRG a9 ARG
BEE ¥R EfE BB 2 ER
HK$ '000  RMB’000 HKS ‘000 RMB000
BT Tk AR%TR BT T ARETT
At 1 January m—A—H 0.7 2,832 1,627 0.71 2,832 1,627
Shares granted and vested A/ ERERER
during the period/year EEBORG (2,832 (1,627) - -
At 30 June/31 December WRA=1+E/
+=-A=1+-H - - 2,832 1,627
ERSHEEERAT —E—AFHEHRE
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RAL AL P B B A R 5 B R
(Expressed in RMB unless otherwise indicated)

(BRS BB - LARKFIT)

23. BUSINESS COMBINATION 23. ¥KE6t

On 26 September 2014, the Company entered into
a share purchase agreement with Century East,
pursuant to which the Company agreed to acquire
Century East’s 51% equity interest in Century
Network through the issuance of 122,121,000
ordinary shares in the Company as consideration
(Note 22 (b)).

Upon completion of the above acquisition on 25
March 2015, the Group recorded a goodwill of
RMB61,013,000, as calculated below:

RZE—WFNH=—+/"H * A2 FE Century East
FI—BROEE R Bl ARRIRESERE
77122,121,000 f% & @& (1E B E ) Y i Century
East 7 Century Network 51% 2 f&#E (152 22(b)) e

RIZE-—RAF=A-_t+HAZEKMKEEIRRE
REESFSEHEARK61,013,0007T - 5FELAT

RMB’000
ARBT T
Fair value of consideration (Note (i)) REZAFEHEZED)) 76,392
Less: fair value of identifiable net B BRERIERFEEZ
assets acquired (Note (i) NE (B a2 ) (15,379)
Goodwill B 61,013
Notes: iz

(i) Fair value of consideration

The fair value of the consideration was HK$96,476,000
(equivalent to approximately RMB76,392,000), which
was calculated based on 122,121,000 ordinary shares
in the Company issued for the acquisition and at the
closing price of the Company’s ordinary shares on the
Stock Exchange of HK$0.79 per share (equivalent to
approximately RMBO0.63 per share) on 25 March 2015.

Fortunet e-Commerce Group Limited Interim Report 2015

(i) REZRFHE

REZAFEEBI600ET(HERARK
76,392,0007C) NER AR AR KBEEEmMEITZ
122,121,000 R @R ENR =T —HAF=A=+HAEXR
AIE BB R AT W B &5 0.7978 T (KR A
R¥0.637T)sTESH -
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23. BUSINESS COMBINATION (CONTINUED)

Notes: (Continued)

(i

(i)

Fair value of identifiable net assets acquired

ARACEAZ P B B A R 5 B =
(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  UAREEIIR)

23. EBE6(H)

BRE - ()

(i)

Property, plant and equipment
Intangible assets (Note 12)
Deferred tax assets (Note 27)
Trade and other receivables
Inventories

Cash and cash equivalents
Trade and other payables
Income tax payable

Deferred tax liabilities (Note 217)

Total identifiable net assets
Less: Non-controlling interests

Fair value of identifiable net

W - WiE R
BVAE (Kt 12)
EIERIRA E (f/7221)
B 5 LA ERIR
FE
RekReEHEAR

B 5 R EMENKIER
FEfS PS5
ERERIRBE (72 21)

AERFEERE
DAl £
BB R EE

assets acquired N¥E
Pre-acquisition carrying amounts of the acquirees’
assets and liabilities were determined based on
applicable HKFRSs immediately before the acquisition.
The values of assets and liabilities recognised on
acquisition are their estimated fair values. In determining
the fair values of intangible assets, the directors of the
Company have referenced the fair value adjustments
to valuation report issued by Cushman & Wakefield
Valuation Advisory Services (HK) Limited, an independent
professional valuer.

From the date of the above acquisition to 30 June
2015, the above acquisition contributed revenue of
RMB625,000 and net loss of RMB23,312,000 to the
Group for the six months ended 30 June 2015. Had the
above acquisition been completed on 1 January 2015,
the directors of the Company estimated the consolidated
revenue and consolidated net loss for the six months
ended 30 June 2015 would have been RMB92,874,000
and RMB738,167,000, respectively.

Net cash inflow arising on acquisition

(i)

EWREBRIBRFEEZ A FE
Pre-acquisition Recognised
carrying Fair value values on
amounts adjustments acquisition
W g AT DFE WiE=E
FREE AE ERAEE
RMB’000 RMB’000 RMB’000
AREFT AREFT ARBFT
9,585 - 9,585
19,153 3,511 22,664
10,099 - 10,099
59,118 - 59,118
705 - 705
3,275 - 8,205
(64,560) - (64,560)
(823) - (823)
(4,601) (878) (5,479)
31,951 2,633 34,584
19,205
15,379

wEELTEERAENEENRE B IR EREES
BAREEREBHBMELRNETE - RUKRIBE RN
BENMABNEEREMGIATE RETCETVEEN
RFEE  ARREREL2EBY X MHEMET
EREXERERARMBHOMGERS(EHAFER

B o
=

AKERSEE—_T—AF A NA=+HI - FlkES
HABE-_ZT—AFNA=+THI AR AEAEE LK
A A R # 625,000 7T &% B 18 A R # 238,312,000 7T ©
e FMEEEE N —_S—AE—A—HB%K - A2
AEEMAFIREE—_Z—AFNA=THINEANLE
BWARLRE FEEE S 5B AR 92,874,000 TR A
R 738,167,000 T °

WS EIRE £ H)FIRSMA

RMB’000
ARETT
Cash and cash equivalents acquired BSHRe MESEAEEE 3,275

The directors of the Company consider the axle and
train and railway business in the PRC are in severe
competition during recent years and, by completing the
acquisition, the Company will be able to diversify the
Group’s existing business to strive for growth potential
and improve the financial position of the Group.

ARRAEERE  PEBRRIEREHEEBFIIF
REHBEREF  BRTKBBEEER  ARBGE
BRAZTAKRENRBEEXRE - WFEREBENRK
EREERNF BN o

SEEFBEEAERLA —F-AFPHES
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Notes to the Unaudited Interim Financial Report
RICEZ B REIR 5 IEE

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI » UAREEIITR)

24. FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS

(@) Financial assets and liabilities measured at
fair value

U

Fortunet e-Commerce Group Limited

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:

o 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.

° 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.

o Level 3 valuations: Fair value

measured using significant
unobservable inputs.

Interim Report 2015
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Notes to the Unaudited Interim Financial Report

RAL AL B B A R 5 B R
(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  UAREEIIR)

24. FAIR VALUE MEASUREMENT OF FINANCIAL 24, ERTECAFEFE(E)
INSTRUMENTS (CONTINUED)
(@) Financial assets and liabilities measured at (a) RATEFEZSREERERS (H)
fair value (Continued)
()  Fair value hierarchy (Continued) i) RAFESEHE)
Fair value measurements
categorised
into Level 3
AEEFE
2PEBE=AZR
At 30 June | At 31 December
2015 2014
R-ZE—HF RZZT 4
AA=+H | T=ZHA=1T—H
RMB’000 RMB’000
AR%T T ARBT T
Recurring fair value REMAFLETE
measurement
Financial liabilities TRAE
— Derivative components — A IRRESFITES D
of convertible bonds 78,526 -

During the six months ended 30 June
2015, there were no transfers between
Level 1 and Level 2, or transfers into or
out of Level 3 (year ended 31 December
2014: none). 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.

RBE_ZT-—AFNA=1THLAXE
B E—HREE _RzRTEERELY
BRE=-FE \FEL (BE_Z—1F
TA=T—HLFE &) AKEHZ

BRIy RIS RPTE LN RS HRER

NHEFR 2 W28 -

BESBEEERAA

—E-hFHHRE
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Notes to the Unaudited Interim Financial Report
RASEZ P BB AR5 T

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI » UAREEIITR)

24. FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

(@)

Fortunet e-Commerce Group Limited

Financial assets and liabilities measured at
fair value (Continued)

(i)

Information about Level 3 fair value
measurements

24. EWMITRAZAVEE(HE)

() RATVEFEZEMEEREE (E)

(i

EME=RATESTENER

Significant
Valuation unobservable Weighted
technique input Range average
EW/N
TABE
BRI BWARE EE mETH
Derivative components of Binomial lattice Expected volatility 31.53%-72.43% 50.49%
convertible bonds model
AHBREFITER S ZIEARREA TRHK IR 31.53%-72.43% 50.49%
B3

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 30 June
2015, it is estimated that with all other
variables held constant, an increase in
the expected volatility by 10% would
have increased the Group’s net loss
by RMB36,000, whereas a decrease
in the expected volatility by 10% would
have decreased the Group’s net loss by
RMB142,000.
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AR E SR AR ERN AT E TR
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Notes to the Unaudited Interim Financial Report
RASEZH B TR 5 B aE

(Expressed in RMB unless otherwise indicated)
(BRSEFHBAS -

24. FAIR VALUE MEASUREMENT OF FINANCIAL 24.
INSTRUMENTS (CONTINUED)

(@)

(b)

Financial assets and liabilities measured at
fair value (Continued)

ERMITAZAFEE (H)

(a)

PYN:S: 21 E )

BAVEEZERMEERAE (H)

(i)  Information about Level 3 fair value iy BEF=FITFEFENEL (E)
measurements (Continued)
The movements during the period BE=MAFETSEREIANEFT -
in the balance of Level 3 fair value
measurements is as follows:
Six months Year ended
ended 30 June 31 December
2015 2014
HE-_Z—UF
BE-ZE—8fF +=A
ANA=t+HL =+—HL
~ME B FE
RMB’000 RMB’000
AR%T T ARBT T
Derivative components of A[#REFITEIS :
convertible bonds:
At 1 January n—H—H - -
Addition through issuance BB 1T Al (ES
of convertible bonds il 4,950 —
Changes in fair value HIN R B iR
recognised in profit or NEEES)
loss during the period 73,576 -
At 30 June/31 December ~ HNA=+H/ +ZA=+—H 78,526 -

Fair values of financial assets and
liabilities carried at other than fair value

The carrying amounts of the Group’s financial
instruments carried at cost or amortised cost
are not materially different from their fair values
at 30 June 2015 and 31 December 2014.

(b)

WHFEAFEIRNEMEERBENDFE

%

Aﬂ'

erf

EESBEEERAA

BEAASTAR=F—

ME+=HA

» NSRBI R AN SR S R AR DI BR Y
RTAREEEEQAFETEEAER

—E-hFHHERE
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Notes to the Unaudited Interim Financial Report
RASENZHR B R R 5 B aE

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI » UAREEIITR)

25. COMMITMENTS 25 GEiE
(a) Capital commitments (@) EAREE
At 30 June 2015, the outstanding capital RZZE—RAFANA=Z+H  KRRF TGRS
commitments of the Group not provided for in BERAREBREMENELENT -
the interim financial report were summarised as
follows:

At 30 June | At 31 December
2015 2014
R-E-HF RZZ—OF
RA=+H | tZTA=1T—H
RMB’000 RMB’000
AR¥T ARETIT

Commitments in respect of plant ~ FLEE K22y

and machinery I
— Contracted for —BETH - 106
(b) Operating lease commitments (b) REHERE
At 30 June 2015, the total future minimum RZE—RAFANA=ZTHBRERTAIRHESCEHA
lease payments under non-cancellable ERMNHRREEHRSRENT -

operating leases are payable as follows:

At 30 June | At 31 December
2015 2014
R-Z—HF RIZZE—MOF
~NA=1+H +fﬁf+ B
RMB’000 RMB’000
AR%T T ARET T

Within 1 year 15K 7,861 107
After 1 year but within 5 years 1 F&ESFN 4,181 =

12,042 107
The Group leases certain office premises under AREFRBEKUIEERHEE TIRHAME o 2%
operating leases. None of the leases includes THEM TR ATES -

contingent rentals.
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Notes to the Unaudited Interim Financial Report

RAL AL B B A R 5 B R
(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  UAREEIIR)

26. MATERIAL RELATED PARTY 26. EXBEHAIRS
TRANSACTIONS
In addition to the balances disclosed elsewhere in ik 2 AR BA B 7 SR 45 (D R B BE RO A5 0N - R AR EE]
this interim financial report, the material related party NHERNBEH RS0
transactions entered into by the Group during the
period are set out below.
(@) Transactions with the equity shareholders (@) EBEXRAFEZRRREWEARETHRS
of the Company and its subsidiary
Details of guarantees provided by the equity AAFRIEBRRAAEEFEFRE R AT #
shareholder of the Company for the Group’s BEHFRERERNEE AR BRI 2 — B
secured notes and convertible bonds and B A RIEHTE A R FEEE M 19 ~ 20 &
acquisition of a subsidiary from a subsidiary of 23 °
the equity shareholder of the Company are set
out in Notes 19, 20 and 23.
(b) Key management personnel remuneration (b) EBEREEASEH
Remuneration for key management personnel FRERABFHEINT
is as follows:
Six months ended 30 June
BZAB=1THLEXEA
2015 2014
RMB’000 RMB’000
AR¥T R ARBT T
Short-term employee benefits EHE SRR 2,055 2,017
Contributions to defined MR ERFCRINET S
contribution retirement plans R 42 44
Equity-settled share-based B Ay R 28
payment expenses in respect of &z 45 & LARK (D
share award scheme y=E- ST A NENGE
(Note 22(c)) (Bt 22(c)) 1,772 =
3,869 2,061
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Notes to the Unaudited Interim Financial Report
RICEZ B REIR 5 IEE

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI » UAREEIITR)

27.

Fortunet e-Commerce Group Limited

COMPARATIVE FIGURES

In view of the acquisition of a new line of business as
mentioned in Note 23, certain information reported
internally to the Group’s most senior executive
management for the purposes of resource allocation
and performance assessment has been changed for
the six months ended 30 June 2015. Accordingly,
certain comparative figures have been adjusted to
conform to current period’s presentation. Further
details are set out in Note 5.

In addition, presentation and classification of certain

comparative figures have been adjusted to conform
to current period’s presentation.

Interim Report 2015
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Report on Review of Condensed Consolidated Financial Statements

REVIEW REPORT TO THE BOARD OF DIRECTORS
OF FORTUNET E-COMMERCE GROUP LIMITED
(formerly Changfeng Axle (China) Company Limited)
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial report set out
on pages 11 to 56 which comprises the consolidated
statement of financial position of Fortunet e-Commerce
Group Limited (formerly Changfeng Axle (China) Company
Limited) (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) as of 30 June 2015 and
the related consolidated statement of profit or loss and
other comprehensive income, consolidated statement
of changes in equity and condensed consolidated cash
flow statement for the six month period then ended and
explanatory notes. The Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
require the preparation of an interim financial report to
be in compliance with the relevant provisions thereof and
Hong Kong Accounting Standard 34, Interim financial
reporting, issued by the Hong Kong Institute of Certified
Public Accountants. The directors are responsible for the
preparation and presentation of the interim financial report
in accordance with Hong Kong Accounting Standard 34.

Our responsibility is to form a conclusion, based on our
review, on the interim financial report and to report our
conclusion solely to you, as a body, in accordance with our
agreed terms of engagement, and for no other purpose.
We do not assume responsibility towards or accept liability
to any other person for the contents of this report.

BRSSP B RREM RS

FENSBAEEERAF (FBAGEER(HE) BRA
A EEEEN®E

(RESEEZMAK LA BRI F])
5l

]2

EECEMIIENFE 11 EEE6 AT HIMERSE - It
THM RS EREEIAREARAR (MR SBEER
(FB)BRAR) ([EARDEENBAR (AESER
B DR -_ZE-—RAFANA=THNSREUBRRREHEZ
HIERE A BE MRS B M2 E R - SREER
EPXMEREERERER - (FEMERZPAERAR
EE ETHRRMRE - EHARBEAENE EmR R aEREE
REMBB M ASRMAKE LG LR DE 4 [F
HPEHE | NAERRTBYBHRE - ESAATRE
(BREFTERDSE 34 SRARE I 3R+ BRI 53 -

BEENREIRREBEESNENE BV HRE(FLER
WIRBEZET I ENREGR  ERE2EEESH
& BRIEIASN - BEEMBEETARERMAE - BEFH
TRAREENAT  BHEMEMATATHNATZERR
£ o

EESBEEAERLFA —F-AFPHES
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Report on Review of Condensed Consolidated Financial Statements

BRSSP BT EM RS

SCOPE OF REVIEW

Except as explained in the following paragraph, we
conducted our review in accordance with Hong Kong
Standard on Review Engagements 2410, Review of interim
financial information performed by the independent auditor
of the entity, issued by the Hong Kong Institute of Certified
Public Accountants. A review of the interim financial
report consists of making enquiries, primarily of persons
responsible for financial and accounting matters, and
applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in
accordance with Hong Kong Standards on Auditing and
consequently does not enable us to obtain assurance
that we would become aware of all significant matters
that might be identified in an audit. Accordingly we do not
express an audit opinion.

BASIS FOR QUALIFIED CONCLUSION

Included in the Group’s interim financial report for the six
months ended 30 June 2015 are corresponding carrying
amounts of property, plant and equipment and inventories
related to the Group’s train and railway business of
approximately RMB220,354,000 and RMB34,367,000,
respectively, as at 31 December 2014. The predecessor
auditor’s report on the Group’s consolidated financial
statements for the year ended 31 December 2014 was
qualified due to their inability to obtain sufficient appropriate
audit evidence as to whether any impairment in respect
of the property, plant and equipment and the inventories
related to the Group’s train and railway business should
be recognised for the year ended 31 December 2014, as
the sales of train and railway components to the Group’s
only customer in Russia had been suspended since May
2014 and had not recommenced as at the date of that
report. The predecessor auditor also expressed a qualified
conclusion in their review report on the interim financial
report as at 30 June 2014 in respect of the same matter.
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Report on Review of Condensed Consolidated Financial Statements

In the preparation of the Group’s consolidated interim
financial report for the six months ended 30 June 2015,
the directors of the Company considered that there
was a significant uncertainty in recommencing the sale
of train and railway components to the Group’s only
customer in Russia and thus recognised impairment of
RMB213,779,000 in respect of these property, plant and
equipment and made write-down of RMB32,695,000
for inventories related to the Group’s train and railway
business. However, in the absence of sufficient evidence
in connection with the carrying amounts of these property,
plant and equipment and inventories as at 31 December
2014, we were unable to complete our review of the
opening balances in respect of these amounts. Had we
been able to complete our review of the opening balances,
matters might have come to our attention indicating
that adjustments might be necessary to the interim
financial information, as any adjustments to the carrying
amount of these property, plant and equipment and the
inventories as at 31 December 2014 would affect the loss
for the six months ended 30 June 2015. In addition, the
corresponding amounts for the consolidated statement of
profit or loss for the six months ended 30 June 2014 may
not be comparable to the current period.

QUALIFIED CONCLUSION

Except for the possible effects of the matter described
in the basis for qualified conclusion paragraph, based
on our review, nothing has come to our attention that
causes us to believe that the interim financial report as at
30 June 2015 is not prepared, in all material respects, in
accordance with Hong Kong Accounting Standard 34,
Interim financial reporting.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

21 August 2015
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RESULTS AND APPROPRIATIONS

The results of the Group for the six months ended 30 June
2015 are set out in the condensed consolidated statement
of comprehensive income on page 11.

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

As at 30 June 2015, none 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 Law of Hong Kong) (the
“SFQO”)) 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.
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SUBSTANTIAL SHAREHOLDERS

As at 30 June 2015, 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:

Long and Short positions in the Shares and underlying
Shares of the Company

Name of substantial

Other Information
Hibg Rl

FERR

R-ZZ—AFNA=1H  BEZEMRA  RARFRN
PR SRR ERARIEE S M EIRPIEXVEEE2 X 3D
MZIEBETRBEIRIEFE S M ERPIF 3B IRAFE
B ARCER 2 5% A s MERM AL (TEIEAR
RABEERESTBRAR)WT

EARRGREBRONFRRAR

Approximate
percentage of

shareholders Nature of interest Interest in Shares shareholding Notes

FTERREB ERNE IR = Aot MiaE

Century Investment (Holding) Limited Beneficial interest 505,581,818 32.99 1

Century Investment (Holding) Limited EmiEs

Starr International Foundation Interest of controlled 224,710,691 14.66 2
corporations

Starr International Foundation SIEEE R

Changfeng Axle Holdings Limited Beneficial interest 153,128,560 9.99 3

Changfeng Axle Holdings Limited EmiEm

Yang Liu Interests of controlled 144,000,000 9.40 4
corporations

EPS R EE R

Jinyu Developments Limited Beneficial interest 84,263,636 5.50 5

HEERARAA BaER

Notes:

1. Century Investment (Holding) Limited is wholly owned by Ms. Pun
Tang. On 3 June 2015, a charge over the 505,581,818 Shares
held by Century Investment (Holding) Limited 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.

wist -

1. Century Investment (Holding) Limited #1 Pun Tang X 1= %
BB R=-FT—HFENNA=ZH  #Century Investment
(Holding) Limited## & 505,581,818 A% 17 1F i1 X Chance
Talent Management Limited &% A #I#Ea0 - Chance Talent
Management Limited #1 CCBI Investments Limited £ £ #4 -
CCBI Investments Limited H1/ZREIER (FEAR) BIR 2\ 712 B FE
F o BIREIR (FEAR) IR 2 A]H1 27T % BTIR B IR 2 a] 2 B
B ETEFIERER L A BETEREEER AR G2 E
HEH o E1TEIRE EFR AR 2 5] B ER IRTTIR (7 B IR 2
FI2BHA - PEZRRTRG ERLFIHFRESKEGR
BERAIHEEE7.26% °

EPSHEERRLR —E-AFPHHRE
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Other Information
HibE

2. Starr Investments Cayman I, Inc. and Starr Investments Cayman
V, Inc. are the beneficial owners of Shares as to 7.49% and 7.17%
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. Changfeng Axle Holdings Ltd. is owned as to 50% by Wu Ching
and as to 50% by Wong Kwai Mo.

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. 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, Jinyu Developments Limited is wholly owned by Wu Jindi.
CORPORATE GOVERNANCE

The Company is committed to maintain high standards of
corporate governance practices and procedures with a view
to being a transparent and responsible organization which is
open and accountable to the shareholders of the Company.
These can be achieved by an effective Board, segregation
of duties with clear accountability, sound internal control,
appropriate risk assessment procedures and transparency
of the Company. The Board will continue to review and
improve the corporate governance practices from time to
time to ensure the Group is led by an effective Board in order
to optimize returns for the shareholders of the Company.
During the six months ended 30 June 2015, the Company
has applied the principles of and has complied with all code
provisions as set forth in the Corporate Governance Code
(the “CG Code”) as contained in Appendix 14 of the Rules
Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”), save for the
deviation as set forth below:
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2. Starr Investments Cayman Il, Inc. & Starr Investments Cayman
V, Inc. A5 FIHEH 7.49% X 7.17% B 17 #) B s B A ° Starr
Investments Cayman I, Inc. # Starr International Cayman, Inc. =
E# A - Starr International Cayman, Inc. /1 Starr Insurance and
Reinsurance Ltd, & # A ° Starr Insurance and Reinsurance
Ltd. & Starr Investments Cayman V, Inc. 4 Starr International
Investments Ltd. #9 £ & [f] & 22 7] -+ Starr International
Investments Ltd. £ Starr International Company Inc. £ &# A °
Starr International Company Inc. /1 Starr International AG £ £ /#
& - Starr International AG | Starr International Foundation (7%
THUREERT) PERA °

3. Changfeng Axle Holdings Ltd. /8% % T 1#£1E 7 5B 50% °

4. Riverwood Asset Management (Cayman) Limited - Atlantis
Investment Management (Ireland)) Limited &% 75 R 1% & &2 (Z#)
BRAGIBRGHIEZ AN ° Riverwood Asset Management
(Cayman) Limited d1 #|% 2 &/ A ° Investment Management
(Ireland) Limited & A7 1% & EFF (&8 ) B IR 2 7] #1 Atlantis
Capital Holdings Limited £ &# A + i Atlantis Capital Holdings
Limited A EIR 2 EHR ©.

5. BB E B R 2 Al Wu Jindi 2 B /A °
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Code Provision A.6.7

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. Liu Erhfei, Ms. Dong Ying, Dorothy, Mr. Feng Xiaohui,
Ms Wu Ching and Mrs. Guo Yan were not able to attend
the annual general meeting of the Company held on 21 May
2015.

Compliance

The Company has appointed a compliance adviser on an
ongoing basis for a two year period as per the direction of
the Listing Committee of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”), details of which are set out
in the announcement of the Stock Exchange dated 9 July
2014.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S SHARES

The Company has not redeemed any of its listed shares
during the six months ended 30 June 2015. Neither the
Company nor any of its subsidiaries had purchased, sold or
repurchased any of the listed shares of the Company during
the six months ended 30 June 2015.

COMPLIANCE WITH THE MODEL CODE FOR
DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in
Appendix 10 of the Listing Rules as its own code of conduct
for securities transactions. Specific enquiries have been
made with all Directors, who have confirmed and declared
that they have complied with the required standards set out
in the Model Code throughout the six months ended 30 June
2015.
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AUDIT COMMITTEE

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 supervise
the financial reporting process and internal control system
of the Group and to provide advice and comments to
the Board. The members meet regularly with the external
auditors and the Company’s senior management 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 system. The Audit Committee
consists of three members, namely Mr. Wong Chi Keung,
Mr. Liu Erhfei and Mr. Chan Chi Keung, Alan, all of whom
are 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.

The Audit Committee has reviewed the accounting
principles, practices and treatments adopted by the Group
and the unaudited interim results for the six months ended
30 June 2015 of the Group with the management and the
auditors of the Company.

QUALIFIED CONCLUSION OF REPORT ON REVIEW
OF CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

The Board will continue to monitor the matters as described
under the headings of “Basis for qualified conclusion” on
pages 57 to 59 of the report and keep the shareholders and
potential investors informed by way of an announcement as
necessary.

APPRECIATION

On behalf of the Board, | would like to express my gratitude
to our management and staff for their dedication and
contribution to the Group throughout the six months ended
30 June 2015.

By order of the Board

Fortunet e-Commerce Group Limited
Mr. Cheng Jerome

Chairman

Hong Kong, 21 August 2015
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