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Management Discussion and Analysis

BEENWR D

BUSINESS REVIEW

The Group is engaged in electronic commerce business
through cross-border business-to-business electronic
distribution platforms and mobile applications sourcing,
importing and channeling authentic goods from suppliers
abroad and then distributing and reselling such goods to
domestic retailers and consumers in the People’s Republic
of China (the “PRC”), and other general trading businesses.
The Group is also an independent axle component provider
for the PRC’s medium duty truck (“MDT”) and heavy duty
truck (“HDT”) aftermarket, and also an independent axle
assembly provider for the PRC’s MDT and HDT original
equipment manufacturers (“OEMs”) market.

Due to the continued deterioration of the business
environment of the HDT market, the demand for axle
assembles has declined significantly. In addition, as a
result of continued unstable political environment in the
Commonwealth of Independent States, there has also
been great uncertainty relating to the sales of train and
railway components. In view of these circumstances, on
2 February 2016, the Group entered into a conditional
agreement to sell the entire interest in B G LEEAS
R A7) (Kaifeng Changfeng Axle Co., Ltd.*) (“Kaifeng
Changfeng”) and its subsidiary, which were engaged in
the business of axle assembles and railway components,
and the related shareholder’s loan advanced by the Group
to Kaifeng Changfeng, at a total cash consideration of
RMB4,000, details of which are disclosed in the Company’s
announcement dated 2 February 2016 and the circular
dated 30 March 2016. Such disposal of Kaifeng Changfeng
was completed on 20 May 2016.

On 22 June 2016, the Company entered into an agreement
with Chance Talent Management Limited (“Chance
Talent”), an indirectly and wholly-owned subsidiary of CCB
International (Holdings) Limited, and Treasure Ease Holdings
Limited (“Treasure Ease”). Pursuant to the agreement,
the Company and Chance Talent conditionally agreed to
subscribe for shares in Treasure Ease and to cooperate
in the development of the business of the Treasure Ease
and its subsidiaries (the “Treasure Ease Group”). The
completion of the initial subscription took place on 27 June
2016 pursuant to the terms of the aforesaid agreement and
Treasure Ease became a non wholly-owned subsidiary of
the Company which is held as to 50.1% by the Company
and 49.9% by Chance Talent. The Company and Chance
Talent conditionally agreed to further subscribe for 5,010
and 4,990 additional shares in Treasure Ease at the
subscription price of RMB40,080,000 and RMB39,920,000
respectively, subject to the terms of the agreement. For
further details of these transactions, please refer to the
announcements of the Company dated 22 June 2016 and
25 July 2016.
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Management Discussion and Analysis

Electronic commerce business

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

For the six months ended 30 June 2016, revenue from
electronic commerce business segment amounted to
approximately RMB199.1 million (30 June 2015: RMBO0.6
million). The total revenue from this segment accounted for
approximately 85% (30 June 2015: approximately 0.7%) of
the Group’s total revenue.

Axle business

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

The axle components are sold to customers in the
aftermarket through its extensive sales, marketing and
services network across the PRC. For the six months
ended 30 June 2016, revenue from the OEM market and
aftermarket business segment amounted to approximately
RMB35.1 million (30 June 2015: approximately RMB91.9
million), representing a decrease of approximately 62%
as compared with the corresponding period in 2015,
and accounted for approximately 15% (30 June 2015:
approximately 99.3%) of the Group’s total revenue.
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Management Discussion and Analysis

BEENWR D

FINANCIAL REVIEW
Revenue

The Group recorded a consolidated revenue of
approximately RMB234.2 million (30 June 2015:
approximately RMB92.5 million), representing an increase of
approximately 153% as compared with the corresponding
period in 2015.

Revenue from the Group’s axle business segment for the six
months ended 30 June 2016 decreased by approximately
62% to RMB35.1 million (30 June 2015: RMB91.9 million).
The revenue from this segment was diminishing as a result
of the disposal of Kaifeng Changfeng and its subsidiary, and
continuing depressed business environment of this segment
together with the significant price competition among
competitors.

Revenue from the Group’s electronic commerce segment
was RMB199.1 million for the six months ended 30
June 2016 (30 June 2015: RMBO0.6 million), representing
approximately 85% (30 June 2015: approximately 0.7%)
of the Group’s total revenue. The increase was due to
development of trading businesses relating to the Group’s
electronic commerce business.

Gross profit/(loss)

Gross profit for the six months ended 30 June 2016
amounted to approximately RMB10.6 million, as compared
with the gross loss of approximately RMB95.7 million for the
corresponding period in 2015. The increase in gross profit
was mainly due to the reversal of write-down of inventories of
RMBO0.6 million for the six months ended 30 June 2016, as
compared with the write-down of inventories of RMB120.7
million during the corresponding period in 2015.

Other income

Other income of the Group for the six months ended 30
June 2016 amounted to approximately RMB20.3 million (30
June 2015: approximately RMB6.7 million). This was mainly
attributable to the net gain on disposal of Kaifeng Changfeng
and its subsidiary.

(Reversal)/recognition of impairment losses

Reversal of impairment losses of the Group for the six
months ended 30 June 2016 amounted to RMB14.2
million, mainly including the impairment losses on property,
plant and equipment amounting to RMB9.7 million, the
impairment losses on assets held for sale amounting to
RMB1.4 million and reversal of the impairment losses on
trade and other receivables amounting to RMB25.3 million.
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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 2016 increased to approximately
RMB18.6 million (30 June 2015: approximately RMB17.4
million). The increase was mainly attributable to the
significant growth in the electronic commerce business but
offset by the decline in the axle business particularly due to
the disposal of Kaifeng Changfeng and its subsidiary.

Administrative expenses

The Group’s administrative expenses for the six months
ended 30 June 2016 decreased to approximately
RMB26.9 million, as compared to RMB50.0 million for the
corresponding period in 2015. The decrease was mainly
attributable to the disposal of Kaifeng Changfeng and its
subsidiary.

Finance costs

The Group incurred finance costs of approximately
RMB23.8 million for the six months ended 30 June 2016,
which represented approximately 10.2% (30 June 2015:
approximately 93.7%) of its revenue. The decrease in
percentage to revenue in 2016 was mainly due to changes
in fair value on the derivative components of the convertible
bonds with aggregate principal amount of US$10 million, as
well as the significant increase in total revenue of the Group.

Taxation

The Group recorded income tax income of approximately
RMB8.8 million (30 June 2015: approximately RMB4.5
million) for the six months ended 30 June 2016, mainly
representing deferred tax recognised for the unused tax loss
of the electronic commerce segment.
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Management Discussion and Analysis

BEENWR D

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2016, cash and cash equivalents of the
Group amounted to approximately RMB123.2 million (31
December 2015: approximately RMB195.6 million).

As compared with the position as at 31 December 2015,
cash and cash equivalents decreased by approximately
RMB72.4 million, resulting from the net cash outflow from
operating activities of approximately RMB48.3 million for the
six months ended 30 June 2016 (year ended 31 December
2015: RMB45.1 million), the net cash outflow from investing
activities of approximately RMB23.5 million for the six
months ended 30 June 2016 (year ended 31 December
2015: net cash inflow of RMB57.4 million) and the net cash
outflow from financing activities of approximately RMB3.7
million for the six months ended 30 June 2016 (year ended
31 December 2015: net cash inflow of RMB175.4 million).

As at 30 June 2016, net current liabilities of the Group
amounted to approximately RMB105.7 million (31
December 2015: net current assets of approximately
RMB59.6 million). As at 30 June 2016, the current ratio
(representing total current assets divided by total current
liabilities) of the Group was approximately 0.78 (31
December 2015: approximately 1.12). Despite the net
current liability position as at 30 June 2016, the Directors are
of the opinion that the Group will be able to meet its financial
obligations as they fall due in the foreseeable future.

As at 30 June 2016, total assets of the Group were
approximately RMB598.4 million (31 December 2015:
approximately RMB776.1 million) and total liabilities
were approximately RMB557.5 million (31 December
2015: approximately RMB704.0 million). The debt ratio
(representing total liabilities divided by total assets) as at
30 June 2016 was 0.93 as compared to 0.91 as at 31
December 2015.

As at 30 June 2016, the Group had total borrowings
(including bank and other loans, secured notes and
convertible bonds) of approximately RMB399.7 million (31
December 2015: approximately RMB380.6 million). The
gearing ratio (representing total borrowings divided by
total equity) was approximately 9.8 (31 December 2015:
approximately 5.3). The convertible bonds with aggregate
principal amount of US$10 million can be converted into
ordinary shares of the Company at an initial conversion
price of HK$1.06 per share (subject to adjustment) for the
principal amount of US$6 million and HK$1.50 per share
(subject to adjustment) for the principal amount of US$4
million. Assuming full conversion of the convertible bonds
at the initial conversion prices at the exchange rate of US$1
= HK$7.75, a maximum number of 64,534,590 conversion
shares may be issued.
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Management Discussion and Analysis

Trade and other receivables

Trade and other receivables of the Group as at 30 June 2016
were approximately RMB104.7 million (31 December 2015:
approximately RMB49.5 million). The increase in balance
was mainly due to the increase in revenue and the decrease
in impairment losses made during the period.

Inventories

The inventory balance of the Group as at 30 June 2016
was approximately RMB67.0 million (31 December 2015:
approximately RMB63.6 million).

Trade and other payables

Trade and other payables of the Group as at 30 June 2016
were approximately RMB152.3 million (31 December 2015:
approximately RMB150.9 million).

Pledged assets

As at 30 June 2016, the Group had pledged assets of
approximately RMB48.3 million (31 December 2015:
approximately RMB52.4 million) to secure the bank and
other loans.

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

BEENWR D

Contingent liabilities and event after the reporting
period

As at 30 June 2016, save as disclosed in the notes to
the unaudited interim financial report, the Group had no
significant contingent liabilities and significant event after the
reporting period.

Capital commitment

As at 30 June 2016, save as disclosed below, the Group had
no significant contracted capital commitments which were
not provided in the interim report (31 December 2015: RMB
Nil).

Pursuant to the terms of the agreement entered into with
Treasure Ease and Chance Talent on 22 June 2016, the
Company conditionally agreed to subscribe for 5,010
additional shares in Treasure Ease at the subscription price
of RMB40,080,000.

Foreign exchange risk

The business of the Group is mainly located in the PRC
and most of the transactions are denominated in Renminbi.
Most of the assets and liabilities of the Group are computed
in Renminbi. As at 30 June 2016, the Group’s net foreign
currencies liabilities amounted to approximately RMB97.3
million (31 December 2015: net foreign currencies liabilities
of approximately RMB26.6 million). During the six months
ended 30 June 2016, the Group did not utilize any future
contracts, currency borrowings and otherwise to hedge
against its foreign exchange risk. However, the Group will
continue to monitor the risk exposures and will consider to
hedge against material currency risk if required.

SIGNIFICANT INVESTMENTS HELD, MATERIAL
ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES,
AND FUTURE PLANS FOR MATERIAL INVESTMENTS
OR CAPITAL ASSETS

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

PLEDGE OF SHARES BY CONTROLLING
SHAREHOLDER

On 3 June 2015, the Company issued secured notes (the
“Notes”) with an aggregate face value of USD20,000,000
(equivalent to approximately RMB122,352,000) to
Chance Talent, a third party. The Notes bear interest at
13% per annum, payable semiannually, and will mature
on 8 June 2017. On the same date, the Company
issued two secured convertible bonds with face
value of USD6,000,000 (equivalent to approximately
RMB36,706,000) (“CB1”) and USD4,000,000 (equivalent
to approximately RMB24,470,000) (“CB2”) to Chance
Talent. Both convertible bonds bear interest at 13% per
annum and will mature on 3 June 2018. Century Investment
pledged its 505,581,818 ordinary shares in the Company
(the “Charged Shares”) to secure the obligations of
the Company under the CB1, CB2 and the Notes. The
Charged Shares represent approximately 32.99% of the
issued share capital of the Company. For further details of
this transaction, please refer to the announcements of the
Company dated 6 May 2015 and 3 June 2015.

DIVIDEND

The Board does not recommend payment of any interim
dividend for the six months ended 30 June 2016 (30 June
2015: RMB Nil).

PROSPECTS
Electronic commerce business

The Group will continue to develop its electronic commerce
business by strengthening its supplier network, exploring
more famous brand suppliers, establishing long-term
strategic cooperation relationship with the suppliers, and
supplying products with different variety, high-quality and
competitive prices.

In order to leverage the resources committed for the
electronic commerce, the Group will continue to explore
other related business opportunities, including provision of
services 1o fit its customers’ needs in their online business.

BEENWKk DM

R RE AR 40
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MfESH ([AMRES — |) & 4,000,000 F 7T (KSR AREE
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Management Discussion and Analysis

BEENWR D

“Point-Connect” point-reward business

As disclosed in the Company’s announcement dated
25 July 2016 the Group is discussing with some famous
business partners to set up a membership point alliance,
to establish a “Point-Connect” point-reward system and
platform, and to realise points from different industries
for conversion to alliance points in the platform for
operation. Based on the current plan, users can exchange
their original points to alliance points, redeem points for
customized merchandise for aggregation in the form of
online and offline consumption, so as to strengthen the
adhesiveness and loyalty of the users and to promote the
market competitiveness of the alliance enterprises. The
Group expects that the platform for this membership point
alliance may create commercial synergies with the existing
e-commerce business of the Group. The Group will continue
to develop this business by introducing further investors
and business partners and looking for new business
opportunities to diversify its business and to strengthen the
long-term growth potential and shareholder value.

Axle business

The Board will continue to review the axle business carried
out in Longyan, the PRC and strive to improve the business
operation and financial position of this business despite the
declining demand for axle assembles and the challenging
business environment in general. The Company will continue
to explore business opportunities to maximize the revenue
generated from the axle business and to review various
alternatives that are in the best interest of the Company and
the shareholders of the Company.

Fortunet e-Commerce Group Limited Interim Report 2016
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
GmelEnkEMEEKRR

For the six months ended 30 June 2016 — unaudited  (Expressed in Renminbi (“RMB"))
BE-_Z-—AFAA=THLEAEA —REE X (UARY (AR D HITR)

Six months ended 30 June
BZEASA=1THILEAEA

2016 2015
Note RMB’000 RMB’000
HiaF AR®TF T ARET T
(restated)
€=
Revenue 'ON 5 234,240 92,490
Cost of sales SHER A (223,630) (188,144)
Gross profit/(loss) ER(£8) 5(a) 10,610 (95,654)
Other income H ez 6 20,315 6,653
Selling and distribution expenses SHE ko iHA (18,591) (17,426)
Administrative expenses THAX (26,875) (50,028)
Research and development costs AR PN (15,945) (11,198)
Reversal/(recognition) of impairment losses  JA{EEER @ (FER) 7 14,221 (217,357)
Loss from operations KEEE (16,265) (385,010)
Finance costs B TSR AR 8(a) (23,780) (86,639)
Loss before taxation MRELATE R 8 (40,045) (471,649)
Income tax PSR 9 8,831 4,453
Loss and total comprehensive income HABERZE KRB
for the period (31,214) (467,196)
Attributable to: AN ARG :
Equity shareholders of the Company PN 5 (6,136) (454,758)
Non-controlling interests IR (25,078) (12,4398)
Loss and total comprehensive income HRAEBEREZEW AR
for the period (31,214) (467,196)
Loss per share BREE
Basic and diluted (RMB) EAREF(ARE) 10 (0.004) (0.380)

The notes on pages 18 to 56 form part of this interim

financial report.

EESBEEERAA

F18EEF 56 ANER/ANTRMBHRE 2 87 -

R RFHHERE



14

Consolidated Statement of Financial Position

e IR ER

At 30 June 2016 — unaudited  (Expressed in RMB)
REZ—AREAA=+H-REEZ (UAREIR)

At At
30 June | 31 December
2016 2015
—B-RE —ZT—RF
ANA=+H |[t=ZA=1+—H
Note RMB’000 RMB’000
Kzt ARET R AREFIT
Non-current assets IRBEE
Property, plant and equipment VI~ BB R 11 97,844 109,528
Lease prepayments TENMEEKIE 11,347 11,484
Intangible assets B EE 12 27,499 18,124
Goodwill R 13 61,013 61,013
Deferred tax assets FIEFIAE B 22 35,363 26,270
233066 | 226419
Current assets REBEE
Inventories Ay 14 67,002 63,604
Trade and other receivables 8 5 K B A el IR 15 104,650 49,490
Assets classified as held-for-sale DEABEHEZEE 16 70,398 240,920
Pledged bank deposits HEARERITIF 5K 48 53
Cash and cash equivalents Re kR EHEEE 17 123,215 195,632
...365313 | 549609
Current liabilities REEE
Trade and other payables 85 REAMEN TR 18 152,289 150,924
Bank and other loans RITRHEMEK 19(a) 185,989 171,904
Secured notes BIREE 20 131,819 =
Liabilities classified as held-for-sale SEABIEHEZBE 16 - 167,278
Income tax payable FERFTISEL 908 -
. 47,005 | 490,106 _
Net current (liabilities)/assets ne(&E) EEFE 200 | | (105,692)| 59,593
Total assets less current liabilities HWEERRBAE 1273714 286,012
Non-current liabilities ERBARG
Secured notes BHERAEE 20 - 128,271
Convertible bonds AR R 21 81,870 80,409
Deferred tax liabilities FEEFIBEE 22 4,595 5,241
| ....86465| 213921
NET ASSETS EEFE 40,909 72,091
CAPITAL AND RESERVES BEARR f#iE
Share capital R 98,557 98,557
Reserves 1 (7,939) (4,696)
Total equity attributable to equity AA T ERBRELEER
shareholders of the Company 90,618 93,861
Non-controlling interests IEERER (49,709) (21,770)
TOTAL EQUITY kR 40,909 72,091

The notes on pages 18 to 56 form part of this interim

financial report.

Fortunet e-Commerce Group Limited

Interim Report 2016
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Consolidated Statement of Changes in Equity
maREER

For the six momhs ended 30 June 2016 - unaudited (Expressed in RMB)
BE-Z—AEARA=THLEAEA - REEZ (UARKIITR)

Attrioutable to equty shareholders of the Company

ARARREGER

Shares
held uncer Non-
Share Share  share award Capitl Surplus Other - Accumulated controing Total
coptdl ~ premium~ scheme /esene  resenves resenve losses Told  inferests equity
RERD
e BhAE #EcBD  RARE  RBEE  AfRE 248 & fREs g
RMB'000  RMB0O0  RMBO00  RMBO00  RMBO00  RMBO0O  RMBOOO  RMBOO0  RMB'OO0  RMBO0O
ARETT ARETL ARETR ARETn ARETn ARETn ARETn ARETn  ARETT A\RETR
Balance at 1 January 2015 HoE-1F-A-BER
As previously reported GiIE 53960 599,29 (62 269 149020 (7703 (327,09 632430 - 692430
Prior perod's adjustments (Note 4) et e = = - - - - (59200 (59202 - (89202
v i BB ) @ W W RSN & - e
Changes in equity for the BZ2-IERA=TAL
six months ended ~MERZRREAE:
30 June 2015:
Loss and totd comprehensive FEREER AR
income for the period (3]
feseed) L S SR S O N L L
lssuance of shares o RELTEGRRE R
equity shareholders of
the Company 37498 119466 - - - - - 156904 - 156904
Issuance of shares on acqistion SHE-RRERTEARN
of a Subsiotary - 7499 08,376 - - - - - 75875 19205 95,080
Sheres rantet under the BERGREHARLRG
share award scheme - - - 1,712 - - - 11 - 1112
Shares vested under the i RE L
share award scheme - - 1627 {1,m2) - - 145 - - -
e Wi W o T O LA s LA
Balance at 30 June 2015 H-E-TEARZTAR
and 1 July 2015 ZE-RELR-RYER 9RBo6T 787,138 - 2698 149,020 (7703) (1040018 218081 6,767 219848
Changes in equity forthe sixmonths  #Z-E-FE+-A=T-ALt
ended 31 December 2015; ~EBEREE
Loss and totd comprehensive TERERR A ANGLEE
income for the period - - - - - - (19200 (1192200 (28881 (147,77
Balance at 31 December 2015 HZZ-BETCR=1-RzEH 9567 787,138 - W 149,020 (7,708 (1,160,133 93,861 [1,710) 72,091
The notes on pages 18 to 56 form part of this interim 188 B E AR M EHRE &5 °

financial report.
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Consolidated Statement of Changes in Equity (Continued)
mEERSER (E)
For the six months ended 30 June 2016 — unaudited  (Expressed in RMB)

BECZ—AFAA=THLEAER -REEZ (UAREIT)

Attributable to equity shareholders of the Company

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

Br  RRR  RAEE  BBGRE  GMER  RiER £ FERRR 4
RMBOD  RMBOO  RMBOO  RMBOI0  RMBO  RMBOO  RMBON  RMBOX  RMBOW
ARMTT ARMTn ARMTR ARMTn ARMTR ARMTR ARRTR  ARMTR  ARMTR

Baance at  anury 206 RE-RE-B-RZE | WS S meM M0N0 (M09 o pim) T |
Changes in equity for BRCE-RERA=TAL

the six months ended ~ERZRREE:

30 June 2016:
Loss and ttal comprehensive rEREER ElaEE

ncomefortepeiod | - - - - 1% (613 @508 (31,214
Acquistion o adifonel WERBAT R R

Interest in & subsidiary - - - - 2893 - 2893 (2,899 -
Captal mection fiom FARERRR

non-controling equty n-FMEAR A

shareholder into a subsifary - - - - - - - R R

. . o OO ... U .. DU ... SO ]

Balance at 30 June 2016 RE-AERB=TRZER 98,557 787,138 226,982 149,020 (4810) (1,166,269 90,618 (49,700) 40,909

The notes on pages 18 to 56 form part of this interim F18HEF 56 BMisE AP HANBHRE 2 —HD -
financial report.
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Condensed Consolidated Cash Flow Statement

EBRGEEESRER

For the six momhs ended 30 June 2016 - unaudited  (Expressed in RMB)

BE-_Z—"FARB=THLEAMEB - REEZ (UARETIR)
Six months ended 30 June
BEAB=1THIAEAR
2016 2015
Note RMB’000 RMB’000
Hizt ARETR AREFTT
(restated)
(i=&7)
Operating activities "LaEs
Cash used in operations REMAR S (48,270) (5,740)
Income tax paid ERFTEH - =
Net cash used in operating activities REZEARS RS (48,270) (5,740)
Investing activities REEE
Payments for purchase of property, BEME « BEREEN
plant and equipment and intangible assets MEFEEZNR (23,526) (38,767)
Proceeds from disposal of property, HEWE KR
plant and equipment REAEER0E - 9,528
Procesds from disposal of assets and HENBARELEEAE
liabilities classified as held-for-sale REEZFREFHE 4 82,027
Deposits received for disposal of assets HENERRHENERE
classified as held-for-sale ZBWEE - 19,202
Other cash flows arising from REGHEE AR SN2
investing activities 16 1,275
Net cash (used in)/generated from RETE (FTA)/EE
investing activities ZBE R (23,506) 78,265
Financing activities MEED
Proceeds of new bank and other loans T REMER TSR 104,636 57,940
Repayment of bank and other loans ERFIREMER (90,551) (186,150)
Proceeds from the issuance of shares, BIROMEFE - MR ZKA
net of transaction costs - 156,964
Capital injection from non-controlling equity FEREERETE
shareholder 32 -
Proceeds from the issuance of secured BITEEARBMEIE - 1k
notes, net of transaction costs RGKA - 118,683
Proceeds from the issuance of convertible BITARESFS IR - kR
bonds, net of transaction costs RSHA - 59,278
Other cash flows arising from RERHEL EMRENE
financing activities (17,832 (7,529)
Net cash (used in)/generated from REEDH (FR)/EERSTE
financing activities (3,715) 199,186
Net (decrease)/increase in cash and iﬁ%&iﬁﬁ%ﬁlﬁ B
cash equivalents w8 (75,491) 266,711
Cash and cash equivalents at 1 January R—A—HZBReRBELEEER 17 195,632 6,358
Effect of foreign exchange rate changes NEERSE 2 HE 3,074 -
Cash and cash equivalents at 30 June RAB=tHZBEERBESEER 17 123,215 273,569

The notes on pages 18 to 56 form part of this interim F£18EEFE56

financial report.
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Notes to the Unaudited Interim Financial Report
RASEZ P BB IR 5 T

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

1

CORPORATE INFORMATION

Fortunet e-Commerce Group limited (formerly
Changfeng Axle (China) Company Limited) (the
“Company”) was incorporated in the Cayman Islands
on 21 May 2008 as an exempted company with
limited liability under the Companies Law, Chapter 22
(Law 3 of 1961, as consolidated and revised) of the
Cayman Islands. The shares of the Company were
listed on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) on 24 September 2010.
The condensed consolidated financial statements
of the Company as at and for the six months ended
30 June 2016 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 trading of goods through
operation of electronic distribution platforms, mobile
applications and other related means 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 19 August 2016.

The interim financial report has been prepared in
accordance with the same accounting policies
adopted in the 2015 annual financial statements,
except for the accounting policy changes that are
expected to be reflected in the 2016 annual financial
statements. Details of any changes in accounting
policies are set out in Note 3.

Fortunet e-Commerce Group Limited Interim Report 2016
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Notes to the Unaudited Interim Financial Report

BASIS OF PREPARATION (CONTINUED)

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.

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 2015 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 58.

The financial information relating to the financial year
ended 31 December 2015 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 2015 are available from the Company’s
registered office. The Company’s auditors have
expressed an unqualified opinion with an emphasis
of matter paragraph on those financial statements in
their report dated 31 March 2016.

AT P H B S R 5 PR

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  AARBEIIR)
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Notes to the Unaudited Interim Financial Report
RASEZ P BB IR 5 T

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

2

BASIS OF PREPARATION (CONTINUED)

For the six months ended 30 June 2016, the Group
had incurred net loss of RMB31,214,000 and net
cash used in operating activities of RMB48,270,000,
and as at 30 June 2016, the Group had net current
liabilities of RMB105,692,000. 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 2016 because
the directors of the Company are of the opinion that
based on a cash flow forecast of the Group for the
twelve months ending 30 June 2017 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 a number of amendments
to HKFRSs that are first effective for the current
accounting period of the Group. Of these, the
following amendments are relevant to the Group:

° Annual Improvements to HKFRSs 2012-2014
Cycle

o Amendments to HKAS 16 and HKAS 38,
Clarification of acceptable methods of
depreciation and amortisation

° Amendments to HKFRS 10, HKFRS 12 and
HKAS 28, Investment entities: Applying the
consolidation exception

o Amendments to HKAS 1, Presentation of
financial statements: Disclosure initiative

None of these developments have had a material
effect on how the Group’s financial performance and
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 2016
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Notes to the Unaudited Interim Financial Report

CORRECTION OF PRIOR PERIOD’S ERRORS

In the course of the preparation of the Group’s
annual financial statements for the year ended 31
December 2015, the directors of the Company made
certain adjustments to rectify errors relating to the
Group’s annual financial statements for the year
ended 31 December 2014 and the Group’s interim
financial report for the six months ended 30 June
2015.

The following tables disclose the adjustments that
were made by the directors of the Company in order
to rectify the errors stated in Note 4(a) to each of
the line items in the consolidated statement of profit
or loss and other comprehensive income for the six
months ended 30 June 2015.

4

AT P H B S R 5 PR

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  AARBEIIR)
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Notes to the Unaudited Interim Financial Report
RASEZ P BB IR 5 T

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

4

Fortunet e-Commerce Group Limited

CORRECTION OF PRIOR PERIOD’S ERRORS 4 BEPEEHEEIE (E)
(CONTINUED)
Consolidated statement of profit or loss and BE—ZE-—HFEANAZTHLEANEANGEERER
other comprehensive income for the six months Hb2HEKRER
ended 30 June 2015
Six months ended
30 June 2015
(as previously Six months
reported in Effect ended
the 2015 Interim of prior 30 June
Financial period’s 2015
Report)  adjustments  (as restated)
HE-_T—1F
~NAZ=+H HE
LEREA S
(IR =F—hF NAZ=TH
BB s R s BT HAE LE7SE A
ZEMBER)  RABRIEE € =7l))
RMB’000 RMB’000 RMB’000
AREBT T ARETTT ARETTT
(Note 4(a))
(Ktat4(a)
Revenue PN 92,490 - 92,490
Cost of sales SHER A (220,839) 32,695 (188,144)
Gross loss £ (128,349) 32,695 (95,654)
Other income H b as 6,653 - 6,653
Selling and distribution expenses SHE ko iHA (17,426) - (17,426)
Administrative expenses THAX (50,028) - (50,028)
Research and development costs AR PN (11,198) - (11,198)
Impairment losses RIEREE (443,864) 226,507 (217,357)
Loss from operations ReEEE (644,212) 259,202 (385,010)
Finance costs BT RN (86,639) - (86,639)
Loss before taxation MRELATE R (730,851) 259,202 (471,649)
Income tax FriS#i 4,453 - 4,453
Loss and total comprehensive HREE
income for the period RE2EWZBEE (726,398) 259,202 (467,196)
Attributable to: U ARG :
Equity shareholders of the Company IN/NEIL - (713,960) 259,202 (454,758)
Non-controlling interests IR (12,438) = (12,438)
Loss and total comprehensive HRAEBEREZEW AT
income for the period (726,398) 259,202 (467,196)
Loss per share BREE
Basic and diluted (RMB) EARET (ARE) (0.597) 0.217 (0.380)
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Notes to the Unaudited Interim Financial Report

CORRECTION OF PRIOR PERIOD’S ERRORS
(CONTINUED)

Consolidated statement of profit or loss and
other comprehensive income for the six months
ended 30 June 2015 (continued)

(a)

Impairment in respect of property, plant
and equipment and lease prepayments
and write-down of inventories in
connection with the Group’s axle and train
businesses

The predecessor auditor’s report issued on
the consolidated financial statements of the
Group for the year ended 31 December 2014
(the “Group’s 2014 Financial Statements”)
prepared in accordance with HKFRSs and
current auditor’s review report issued on the
interim financial report of the Group for the six
months ended 30 June 2015 (the “Group’s
2015 Interim Financial Report”) prepared in
accordance with HKAS 34, Interim financial
reporting, were qualified by the predecessor
auditor and the present auditor, respectively,
due to the auditors’ inability to satisfy
themselves that certain of the management’s
assumptions were reasonable. These
assumptions related to whether the Group’s
property, plant and equipment and inventories
as at 31 December 2014 were impaired
or required to be written down to their net
realisable value, respectively.

In view of the concerns that the existing
shareholders and stakeholders, and future and
potential investors of the Company may have
on this matter, the directors of the Company
considered it was necessary to address this
matter appropriately in the preparation of the
Group’s annual financial statements for the
year ended 31 December 2015. Accordingly,
in the course of the preparation of the Group’s
annual financial statements for the year ended
31 December 2015, the directors of the
Company revisited the information previously
prepared, including but not limited to the
then cash flow forecasts prepared by the
management, and further investigated whether
any of the Group’s non-current and current
assets were impaired or required to be written-
down as at 31 December 2014.

AT P H B S R 5 PR

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

BEMEEHEEILE (F)

BE_2-RFAA=THLEAEAANGERER
Htp2mEWRaE*x (8)

(a)

Y5 -~ BERRFEURBANBAERENRER
EAKEERRIIEREEENTEME

AERBE M REBER BB REERRR A
SEBE—_ZT-NF+_A=1T—HLEFEZ
RAPBHRE ((AEE _F—NFEPBHRE])
T M E LR ERBA A RIET B G £
EURPHYBEHERUIAEBHE—F
—HFERNA=ZTBHERERZTHMBHRE
(AEE_FT-RFPHRPHHRS |) TIEH R
& DARNZEMELAEAEEEBZE TRR
BAIE - AEREED MR ERBE D R R E
BER - ZERJER_Z-—HFE+_A=+—
BAKEYE BELXBARGFERE S5
AR EREMBEREN ] ERFERR

ENREBRREFERBENE L - RARQT]
ARREBREEAREZEENGT - AR
FAEERRARRRASEBE_T—OF
ToAZ+—BUEFEZFENBERERTEE
RRZER - HIlt RpEASEHEEZE-F
—HF+-A=t—BLFEZFEMBRER
BRET ARREZCEFNRELARENE
B BRETRREEERAENERA SRR
Al WEE—PREAEEEAERE MR D
BER-_ZT—NFE+_A=+—BRERMEX
AR °

SEESFBEEAERLA TR FRHHSE
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Notes to the Unaudited Interim Financial Report
RASEZ P BB IR 5 T

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

4 CORRECTION OF PRIOR PERIOD’S ERRORS
(CONTINUED)

Consolidated statement of profit or loss and
other comprehensive income for the six months
ended 30 June 2015 (continued)

(a)

Impairment in respect of property, plant
and equipment and lease prepayments
and write-down of inventories in
connection with the Group’s axle and train
businesses (continued)

During this process, the Company, through
various channels, was able to obtain
information that should have been available
during the preparation of the Group’s 2014
Financial Statements. The directors of
the Company considered such additional
information, if made available to the directors of
the Company at that time, would have resulted
in a different conclusion on whether or not the
Group’s non-current and current assets were
impaired or required to be written-down. From
the foregoing, the directors of the Company
concluded that the Group’s 2014 Financial
Statements and the Group’s 2015 Interim
Financial Report contained various errors.

After taking into account the information
previously used and the newly acquired
information which should have been made
available to the directors of the Company
during the preparation of the Group’s 2014
Financial Statements, the directors of the
Company estimated the recoverable amounts
of the relevant assets at the greater of their
fair value less costs of disposal and value
in use determined based on revised cash
flow forecasts prepared by the directors of
the Company. Based on the above results,
the directors of the Company concluded
that additional impairment losses on the
Group’s property, plant and equipment
and lease prepayments of approximately
RMB226,507,000 and write-down on
inventories of approximately RMB32,695,000,
which were recognised in the Group’s 2015
Interim Financial Report, should have been
recorded in the Group’s 2014 Financial
Statements.

Fortunet e-Commerce Group Limited Interim Report 2016

BEMEEHEEILE (F)

BE_2-RFAA=THLEAEAANGERER
Htp2mEWRaE*x (8)

(a)

Y5 -~ BERRFEURBANBAERENRER
BEAKEBERRIIERBEEENFE MR (&)

REZBIEH - ARFEBEEEEEEN R
A B =T — PUEB R AR AR o
ARFEERA - HADFEER L6 AR
AMEMER - BT R AEBERD RRD
BERTRERAMATEH TR OES - &
AR - AAREERASEE T —OF
BHiS A R AR = F— TR RS WL T
BEETEN -

MEELRNFEANERRESNRENEE =
TN F SRR A FERNER - AAR]
ESRABEENA T EMNREERALERE
RARESHREUNLETHeREANETED
FREE-ENR=EHTEBEERN AT
SR BN EMER AR EERALEE
ME - BB NS RN E R ENFEINRE
BB A A R ¥ 226,507,000 7T M 17 & MU £ A
R¥32,605000 L(ERAEB —ZT—HFH
R E R ER) Bt AASE -2 — &
B IS3RERH o



Notes to the Unaudited Interim Financial Report

SEGMENT REPORTING

The Group manages its businesses by lines of
business. In a manner consistent with the way
in which information is reported internally to the
Group’s most senior executive management for the
purposes of resource allocation and performance
assessment, the Group has presented the following
two reportable segments:

° 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.

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

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

(a) Segment results, assets and liabilities

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

Revenue and expenses are allocated to the
reportable segments with reference to revenue
generated by those segments and expenses
incurred by those segments. No inter-segment
sales have occurred for the six months ended
30 June 2016 and 2015. 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/
(loss).

AT P H B S R 5 PR

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

7 EE

AEBEREGRERELER - RERAXAKERSR
THREBAERNFTZ2HRANDEERKRTEREZE
=2 AEEC 2| IR ERS D E -

o HRMIEERY: ZoBRERARERER
RER RS M EERRAAET A - 5=
MEFETE -

. BIERES ROBEBETHOBTA B
PEAER R AR SRS ER -

W EAHEE D BRABEUA EHREDEL -

(a) 2WEE BEERERE

AN BRALNRDEHFESRERME - A
SEREATHEEABRATEEERRE
REREDEHEE - BERALE

WARR T2 EZE D MEENBARZSE
DEHBHNRAX D RERSE D - RBEE_ZF
—RNERZE-RAFRA=THIEAEA
WEBRGOBREFEE - ARENHMEZH
X (PIESHE Ry A ~ ITHF X « FFEK
A OBEBBERBERAN) WANBILDET
HE - AIRESBEEMAHAEREN(F
18) -
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Notes to the Unaudited Interim Financial Report
RASENZ HHR B R 3R 5 BT

(Expressed in RMB unless othervv\se indicated)
(BRBEFHBI » AAREEIIR)

5

Fortunet e-Commerce Group Limited

SEGMENT REPORTING (CONTINUED)

(a)

5 o#®E(E)

Segment results, assets and liabilities (@) oHEE - BEEREE(E)
(continued)
Segment assets and liabilities include all assets PHEENBEBEMEEERERE L
and liabilities with the exception of assets and BEELEZEENEBE  BITLEMER
liabilities classified as held-for-sale, bank and AHIAERE ﬂ?ﬁ%%%&ﬂi’ﬁ@ﬂﬁé%ﬁ&&
other loans, secured notes, convertible bonds BERIN -
and unallocated corporate assets and liabilities.
Information regarding the Group’s reportable REE—ZE—XR"FR-_ZF—AFA=+HL
segments as provided to the Group’s most NMEA RO EERE ESHRIRME R
senior executive management for the purposes r'jZlKE Bl THEEABREEHARNER
of resource allocation and assessment of HEDTREREFIIT o
segment performance for the six months ended
30 June 2016 and 2015 is set out below.
Six months ended 30 June 2016
BE-Z—"E~A=1+HILAEA
Axle
and train E-commerce
business business Total
HER Er
SIE K EEEL wst
RMB’000 RMB’000 RMB’000
AR¥T T AR¥T T AR¥ET T
Revenue from external REIEBEF YA
customers and reportable RAI#®E D IWRA
segment revenue 35,141 199,099 234,240
Reportable segment gross AREDBER,(E8)
profit/(loss) 11,968 (1,358) 10,610
At 30 June 2016
R-ZEB—XRFXA=1H
Axle
and train E-commerce
business business Total
HER e
SIE R EEEK st
RMB’000 RMB’000 RMB’000
AR¥T AR¥T R AR¥T R
Reportable segment assets AHE S BEE 242,445 208,837 541,282
Reportable segment liabilities T2 2EE 142,652 32,193 174,845
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Notes to the Unaudited Interim Financial Report
RASEZ P BB R IR 5 T

(Expressed in RMB unless otherwise indicated)

(BR5 A3

SEGMENT REPORTING (CONTINUED) 5 oS (&)

(a) Segment results, assets and liabilities

(continued)

(a)

DEFEE BEREE (B

MBS UARKEIIR)

Six months ended 30 June 2015
BE_ZT—AFA=1HIEA

Axle
and train  E-commerce
business business Total
BHiE Rk BT
e EEES #Et
RMB’000 RMB’000 RMB’000
ARBTT ARETT ARETET
(restated) (restated)
(KeE5) (#&:751)
Revenue from external REIMBEF BB A
customers and reportable RAI®E D IWRA
segment revenue 91,865 625 92,490
Reportable segment gross AR E DI (E8),EBF
(loss)/profit (95,708) 54 (95,654)
At 31 December 2015
RZE—RF+-_H=1H
Axle
and train  E-commerce
business business Total
HER BF
e EEE #Et
RMB’000 RMB’000 RMB’000
AREFIT AREFIT ARETIT
Reportable segment assets AREDEEE 189,824 342,551 532,375
Reportable segment liabilities A% 528 & 126,143 24,014 150,157
SEWFHEEERAET ZE—RFHHARE
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RASENZ HHR B R 3R 5 BT

(Expressed in RMB unless othervv\se indicated)
(BRBEFHBI » AAREEIIR)

5

Fortunet e-Commerce Group Limited

(b)

SEGMENT REPORTING (CONTINUED) 5 DS ()
Reconciliations of reportable segment (b) EAMEERAENATE
assets and liabilities
At 30 June | At 31 December
2016 2015
R=ZZ—RF RIZE—AF
AA=+R8 | tZA=1T—H
RMB’000 RMB’000
ARBT T ARBT T
Assets BE
Reportable segment assets ﬂ#&%ﬁﬁﬁéﬁ& 541,282 532,375
Assets classified as held-for-sale D38 A {EEE 2 EE 70,398 240,920
Unallocated head office and KOMBANAREE
corporate assets 54,497 54,950
Elimination of receivables between &% &8 K 7 SpEd48 ]
segments, and segments Z R ENRIE R 85
and head office (67,798) (62,127)
Consolidated total assets IREEEE 598,379 776,118
Liabilities aE
Reportable segment liabilities ARED AL 174,845 150,157
Bank and other loans RITRE M E K 185,989 171,904
Liabilities classified as DEAFERECAE
held-for-sale - 167,278
Secured notes BIRAER 131,819 128,271
Convertible bonds AR B 25 81,870 80,409
Unallocated head office and ROMBH R ARAE
corporate liabilities 50,745 58,135
Elimination of payables between &% 28K 5 P Ed 48]
segments, and segments Z R IR S
and head office (67,798) (562,127)
Consolidated total liabilities mEEBRE 557,470 704,027
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RASEZ P BB R IR 5 T

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

OTHER INCOME 6 H bz
Six months ended 30 June
BZEAA=1THIELAREA
2016 2015
RMB’000 RMB’000
ARETT ARBT T
Net gain on disposal of property, HEYE  BEMEER
plant and equipment and assets DERFELHEEER
and liabilities classified as BE 7 W FRE
held-for-sale 19,457 5,747
Government grants R AT 4 8h 385 550
Others A 473 356
20,315 6,653

(REVERSAL)/RECOGNITION OF IMPAIRMENT 7 R{EfE (BE) T3
LOSSES

Six months ended 30 June
BZEASA=1THILAREA

2016 2015
RMB’000 RMB’000
ARMET T ARBT T
(restated)
(ge=5)
Impairment losses on property, plant Y%~ BN E
and equipment (Note 11(b)) ZRMEEE (HT7110b) 9,662 51,290
(Reversal)/recognition of impairment B 5 K E b FEUGRIE B R (E
losses on trade and other B8 (), TR (ML 150))
receivables (Note 15(b)) (25,292) 166,067
Impairment losses on assets classified 938 AL & 2 BEHREREE
as held-for-sale 1,409 -
(14,221) 217,357

SEESFBEEAERLA TR FRHHSE 29



30

Notes to the Unaudited Interim Financial Report

R AL P B S R 5 B R

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

8

Fortunet e-Commerce Group Limited

LOSS BEFORE TAXATION

Loss before taxation is arrived at after charging:

8 KRBAIEE

BREL A B IR IRRIA TR IRRES

Six months ended 30 June
BZEASA=1THIEAREA

2016 2015
RMB’000 RMB’000
ARBT T ARBT T
(a) Finance costs: (a) BEKAK
Interest on bank and other loans IRITREMERFE 8,638 10,696
Finance charges on secured notes EEREZERVBER 9,436 1,616
Finance charges on AR EAM IS ER (K 21)
convertible bonds (Note 217) 5,314 851
Total borrowing costs BEERARRE 23,388 13,063
Net foreign exchange loss HNFE 518 F 58 1,641 -
Changes in fair value on the AIMRESHITETEE S
derivative components NEEE) (HE21)
of convertible bonds (Note 21) (1,249) 73,576
23,780 86,639
Six months ended 30 June
BZAB=1+HLEXEA
2016 2015
RMB’000 RMB’000
AR¥T R ARETIT
(b) Staff costs: (b) BIKA
Salaries, wages and other benefits Fie » LEREMEF 27,328 28,894
Contributions to defined MSE HERGRIRET B ALK
contribution retirement plans 2,072 2,360
Equity-settled share-based B (D £EREN T S
payment expenses in #EE DARR D B AR
respect of share award PANE-Gi53
scheme - 1,772
29,400 33,026
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Notes to the Unaudited Interim Financial Report
RASEZ P BB R IR 5 T

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

LOSS BEFORE TAXATION (CONTINUED) 8 BRBLATE 18 (18)
Six months ended 30 June
BZEAA=1THIELAREA
2016 2015
RMB’000 RMB’000
AR¥T T AREFIT
(c) Other items: (c) EHfEHE
Cost of inventories (Note 14(b)) FERA (M7 14(0b)) 223,110 188,144
Depreciation and amortisation P K 5 13,996 18,765
Operating lease charges in BRAMERNKEHEER
respect of properties 4,076 2,076
INCOME TAX 9 FifsHt
Six months ended 30 June
BZEAA=1THIEAREA
2016 2015
RMB’000 RMB’000
AR¥ET T ARETIT
Current taxation BIHARA TR 908 =
Deferred taxation (Note 22) RIERLIE (it 22) (9,739) (4,453)
(8,831) (4,453)

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 2016 (six months ended 30 June
2015: 16.5%).

The Company and the subsidiaries of the Group
incorporated in the Cayman Islands and the British
Virgin lIslands, 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
(excluding Hong Kong) are subject to PRC Corporate
Income Tax rate of 25% for the six months ended 30
June 2016 (six months ended 30 June 2015: 25%).
One of the Group’s subsidiaries established in the
PRC has obtained approval from the relevant tax
bureau to be taxed as an enterprise with advanced
and new technologies for the calendar years from
2013 to 2015.

RRBRREBEEMKLNAEENBRRREE
“E-REANA=ZTHIEANERER16.5% (HEZ
E—RAFANA=THILEREAR : 16.5%) B 5 R H A
BBMEH -

ARBRAREDINRHASHE MNABRELASHE
MARZEMERR - REBEEEBEMRZBE KRR
AIROER - BAGMERAEH -

AEERTE(TEEERE) MK ERER
BE_T—RFAA=THILREAER25% (BE
“E-RFANA=THIEAER : 25%) TR
REBEMAEN -  AEERPBEKLNZENERQ
Al - EEHBRERESGHEE —T—=FE2_
Z-hFREFERRIMBIMERE

SEESFBEEAERLA TR FRHHSE
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RASEZ P BB IR 5 T

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

10 LOSS PER SHARE

(a)

(b)

Fortunet e-Commerce Group Limited

Basic loss per share

The basic loss per share for the six months
ended 30 June 2016 is calculated based on
the loss attributable to the equity shareholders
of the Company of RMB6,136,000 (six months
ended 30 June 2015: RMB454,758,000
(restated)) and the weighted average of
1,632,727,000 ordinary shares (six months
ended 30 June 2015: 1,195,395,000 ordinary
shares) in issue during the interim period,
calculated as follows:

Weighted average number of ordinary shares:

10 BREE

(a)

BREFER

BE-_Z—XNEXNA=1+THIERNER &K
EABEERAQREBEREEGEEBEARE
6,136,000 T (HBE=—Z—AFNA=THIN
&7 : AR 454,758,000 7T (K &EFI])) & HA
AR B89 T X R AR hnAE 159 $01,682,727,000
B(EE_ZT—RAF~A=ZTHILEEA:
1,195,395,000 E @A) &N T -

BB IR

Six months ended 30 June
BZEASA=1THILAREA

2016 2015
’000 ‘000
F i Fix
Issued ordinary shares R—A—HEETHLER
at 1 January 1,532,727 800,000
Effect of shares issued to MAD B RR ER BHTR D R 2
equity shareholders
of the Company - 330,604
Effect of shares issued on the IWHE— RN B A R BT MR &
acquisition of a subsidiary - 66,121
Effect of shares purchased RIERD REETEIEEE &
and vested under a share EEBROZTE
award scheme - (1,330)
Weighted average number of RNA=1 B @A nEE 28
ordinary shares at 30 June 1,532,727 1,195,395

Diluted loss per share

There were no dilutive potential shares
outstanding during the six months ended 30
June 2016 and 2015. The Group’s convertible
bonds (see Note 21) could potentially dilute
basic earnings/(loss) per share in the future, but
were not included in the calculation of diluted
loss per share because they are antidilutive
during the six months ended 30 June 2016 and
2015.
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Notes to the Unaudited Interim Financial Report

11 PROPERTY, PLANT AND EQUIPMENT

(a)

(b)

()

Acquisitions and disposals

During the six months ended 30 June 2016,
the Group incurred capital expenditure on
property, plant and equipment with a cost of
RMB8,475,000 (six months ended 30 June
2015: RMB60,225,000). Iltems of property,
plant and equipment with a net book value of
RMB1,087,000 were disposed of during the
six months ended 30 June 2016 (six months
ended 30 June 2015: RMB15,744,000),
resulting in a loss on disposal of RMB519,000
(six months ended 30 June 2015:
RMB6,216,000).

Impairment losses

During the six months period ended 30 June
2016, due to the continuous depressed axle
and related components business in the PRC,
the directors of the Company concluded further
impairment losses on the property, plant and
equipment related to the Group’s axle and
train business (the “Axle and Train CGU”)
are required. The directors of the Company
determined the recoverable amount of the Axle
and Train CGU on the basis of fair value less
costs of disposal. Accordingly, impairment loss
of RMB9,662,000 on the Group’s property,
plant and equipment were recognised for the
six months ended 30 June 2016.

Title ownership

At 30 June 2016, property certificates of
certain properties with a carrying amount
of RMB115,000 (831 December 2015:
RMB132,000) are yet to be obtained.

AT P H B S R 5 PR

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

11 Y% BERRE

(a)

(b)

(c)

WERHE

BE_ZE—RNEXNA=THIEANER  &~EH
EENYE  BEMEBNERFEZINANAEA
R#8,475,000c (BEZ—E—AF/NA=1H
1E7NE A AR¥60,225,0007T) ° BREEE
AR #1,087,0007cHY% - BENKEEEE R
HE-_Z—REXNA=THIEAEARE (&
E-T—RFARNA=ZTHLEANEAR: ARK
15,744,0007T) * #&2R HEEE AR 519,000
T(EE-Z—AF~A=ZTHIEAREAR: A
R#6,216,0007T) °

(B 1R

HE-_Z—FNA=THILNAREM - B
RAHEBRAASHBHEBFEISR - A
NEESHTEASE BB RYEER ([ EE
RONERSEASBN ) BENYE - BE &K
HEE—DREBE - ARREFEAATE
B ER A s HEBEFERBRIIERCELS
URAIKESEE - Bt - REBEEZT—RFX
A=THIEANEAEREEAEBEMNYIE - K
R EERREREE AR 9,662,0007T °

FrEtE

RIZE—ARFEANA=1H  AABEGEREEES
AR#115,000c( = E—RAF+-_A=+—
B ARKE132,00070) M&E THENERESE -
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(Expressed in RMB unless othervv\se indicated)
(BRBEHBAND - LARMTIR)

12

13

Fortunet e-Commerce Group Limited

INTANGIBLE ASSETS

The intangible assets represent the Group’s
electronic distribution platform, www.CCIGMALL.
com, which the Group acquired through the
acquisition of a business in 2015, and an exclusive
right obtained in the current period in developing
a tailor-made e-commerce platform for a property
developer to earn revenue from this property
developer by assisting its property sales through the
platform.

GOODWILL

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

The recoverable amount of the E-commerce CGU
is determined based on value-in-use calculations.
These calculations use cash flow projections based
on financial budgets prepared by the directors of
the Company covering a five-year period. These
cash flow projections adopted annual growth rates
ranging from 65% to 392%, which are based on
the Group’s experience and future business plans
for this business and adjusted for other factors that
are specific to the E-commerce CGU. Cash flows
beyond the five-year period are extrapolated using
a 3% long-term growth rate, which is based on the
relevant industry growth forecasts. The cash flows
are discounted using a discount rate of 33%. The
discount rates used are pre-tax and reflect specific
risks relating to the E-commerce CGU.
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BYEE
BB ERARENET 5T A www.CCIGMALL.
com NAKERN —T—RFEBKE TREBKE

MK - RRAPEESHN S —2MEREBRAET

SIEETA  BBKT A 1 E i i T MUK
N ECE
mE

RZBE—FRE=A-+HA  KEEURBARE
7&%2&@%%%0%MwN%mMHdM@Ummd
([Century Network]) 51%B%# - B8 B ok AN 8
FIEER BRI EEFENA T FENEZEEARK
momomﬁﬁﬁ%ﬁ@& 5 it 2 Century Network
EFREXB([EFHEReELSEM]) -

EfEmERecELESMMNT KR SEREEHBE
BFrEMET - ZirEERRESRETRR (ERBAE
RAESREFEZAFH PBEE) - ZFHER
ETERIKA 6% E3R2% M FIEREK - HPIAKE
EZIBEEBER IR REBTE AER - Wit
EFHNERCEABMBTENEMERELFAE -
BHAFHZIRE RS JIERE 3% R HIE & R
g RETEREBITEE RN - HERERA
33% RIFTIR EHTIH o %ﬁ%z%ﬁT%mW&&%
HEFHERCELBMEHE 2 FERR



14 INVENTORIES

(a)

(b)

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

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

14 #FE&
Inventories in the consolidated statement (a) RESHBERRENEFEESRE
of financial position comprise:
At 30 June | At 31 December
2016 2015
R-ZE—XRE RZE—AF
AA=+R8 | tZA=1T—H
RMB’000 RMB’000
AR%T T ARET T
Raw materials R 40,253 47,014
Work in progress ERm 13,081 7,496
Finished goods RURK i 51,388 85,247
Merchandises for trading R 5 10,399 14,013
115,121 153,770
Less: write-down of inventories B TR EMUR (48,119) (90,166)
67,002 63,604
The analysis of the amount of inventories (b) BERARIRTAGEEZEREMEZEKRER
recognised as an expense and included WFEESEI MM :
in the consolidated statement of profit or
loss and other comprehensive income is
as follows:
Six months ended 30 June
BEAA=1THLAEA
2016 2015
RMB’000 RMB’000
AR¥T R ARETIT
(restated)
(F&E3)
Carrying amount of EHEFEENREEB
inventories sold 223,731 67,423
Write-down/(reversal of TFEMR, (MO B E )
write-down) of inventories (621) 120,721
223,110 188,144
SEWFHEEERAET ZE—RFHHARE
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(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  AAREEIIR)

15 TRADE AND OTHER RECEIVABLES

15 B RHEMEWRE

At 30 June | At 31 December
2016 2015
R-ZE—XRE RZE—RF
AA=+R8 | tZA=1T—H
RMB’000 RMB’000
AR%T T ARBTIT
Trade receivables =) E 294,639 305,721
Bills receivables FEW 1R 29,836 12,941
324,475 318,662
Less: allowance for doubtful debts B REREE (272,766) (287,583)
51,709 31,079
Prepayments, deposits and other TENFRIE ~ e REAMEWGRIA
receivables:
— Advances to suppliers — TR ER 2 B 71,430 78,658
— Value added tax refundable — RO ER 6,498 5,577
— Others — EAfib 67,016 36,654
144,944 120,889
Less: allowance for doubtful debts B REREHE (92,003) (102,478)
52,941 18,411
104,650 49,490

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 trade receivables arising from the
Group’s E-commerce business, cash before
delivery is generally required for all customers.
Trade receivables arising from the Group’s axle and
train business are generally due within three to four
months from the date of billings.

Fortunet e-Commerce Group Limited Interim Report 2016

PA 8 5 S Al FE MR IR (FIBR R AR B 48 ) TREAM —
FRAROLERL/AX - MELBAKEETFHE
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Notes to the Unaudited Interim Financial Report

15 TRADE AND OTHER RECEIVABLES
(CONTINUED)

(a)

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:

AT P B S R 5 PR

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

15 EZRHEMmEWRKE (E)

(a)

RRER 7D T

RBERR - STAESREMEKRIAZE S
FEYRIR M B R IE (IR R BR) ERNER
B MR TSI T -

At 30 June | At 31 December

2016 2015

R-Z—XRE RZE—RF

AA=+A8 | tZA=1T—H

RMB’000 RMB’000

AR%T T ARET T

Within 3 months =EAR 24,295 15,606
Over 3 months but within BB =18 BRI/ EA

6 months 24,022 14,821

Over 6 months R iE 7 fE A 3,392 652

51,709 31,079

At 30 June 2016, trade and bills receivables
of RMB14,094,000 (31 December 2015:
RMB14,422,000) have been pledged to a
lender or bank to secure the Group’s short-
term bank and other loans (Notes 19(a) and
19(c)).

RZE—AREANA=1H  BSENFIENE
WEE AR 14,094,000t (ZE—RHF+=
A=+—H: AR¥14,422,0007T) EEHFF
BEASRITEAAEEEBHFETREMER
(FffsE19(a) K2 19(c)) ZHER ©

ERIBEEERAT —F- A FHHRE
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RASEZ P BB 3R 5 T

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

15 TRADE AND OTHER RECEIVABLES
(CONTINUED)

(b)

Fortunet e-Commerce Group Limited

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.

15 EZRHEMmEWRKE (E)

(b)

87 R H B IRRE

BRAE 5 I H At FE MR IR O R (5 182 13 A 3
AR - EARERSKERANEEE K
ARRSN - ERBER NREBBEEREE S RH
L FE KUK IR AP S o

The movements in the allowance for doubtful H SN RERENEENT
debts during the period/year are as follows:
Six months Year ended
ended 30 June 31 December
2016 2015
BE-Z—XAE |#HE_T—HF
AA=+8 | tZA=1+—H
1E}1E A IEFE
RMB’000 RMB’000
AR¥T ARBT T
At 1 January R—A—H 390,061 288,538
(Reversal)/recognition of BEETE (B [E), R
impairment losses (25,292) 262,643
Reclassified as assets ENMOBEARBIELECEE
held-for-sale - (132,101)
Uncollectible amounts written off 71~ A U [B] 4 8 H - (29,019)
At 30 June/31 December WAA=+H/+=A=+—8 364,769 390,061

At 30 June 2016, trade and other receivables
of RMB364,769,000 (31 December 2015:
RMB390,061,000) 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.

Interim Report 2016

RZE—REANA=1H  BSREMEKK
TH N\ R#364,769,000t( —ZE—HF+ = A
=+—H : AR¥ 390,061,000 7T ) & 5! Z E
18 o {E Rl B Y FE UK SR TE £ 1 3R B 75 TR A0 3%
FREBABBEEEE M  ZERWGIE
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Notes to the Unaudited Interim Financial Report

16 ASSETS AND LIABILITIES CLASSIFIED AS

HELD-FOR-SALE

(@) The classes of assets and liabilities (a)
classified as held-for-sale at the end of the

reporting period are as follows:

AT P B S R 5 PR

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

16 PEAFFEHEZEERAR

RBEEHRDBEAFEHEZEERABZE

At 30 June | At 31 December
2016 2015
R=ZZ—RF RZE—AF
AA=+8 | tZA=1T—H
RMB’000 RMB’000
AR¥ET T ARET T
Assets EE
Property, plant and equipment Y%~ BB MR E 49,572 120,572
Lease prepayments A EFIE 20,826 103,919
Trade and other receivables B 5 K H b R RIE - 381,988
Other current assets Hihms & - 6,619
70,398 613,098
Less: Inter-company receivables  J : é BF 75 gk 1 85
eliminated in the ) fE e R IE
consolidated financial
statements - (372,178)
70,398 240,920
Liabilities =N
Trade and other payables B 5 R HEM R FRIE - 520,679
Bank and other loans RITREAMER - 33,400
Other current liabilities Hihmeha i - 291
- 554,370
Less: Inter-company payables W RERE B TSRk P 88
eliminated in the EOUNGIE DB
consolidated financial
statements - (887,092)
- 167,278
ERZBEEEERLE —E—AEFHHRE
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RASEZ P BB 3R 5 T

(Expressed in RMB unless otherwise indicated)
(BRBEFHBEIN » AARBEIIR)

16 ASSETS AND LIABILITIES CLASSIFIED AS
HELD-FOR-SALE (CONTINUED)

(b)

Fortunet e-Commerce Group Limited

On 20 May 2016, the Group disposed of the
entire equity interests in Kaifeng Changfeng
Axle Co., Ltd. (“Kaifeng Changfeng”) and its
subsidiary (together the “Kaifeng Changfeng
Group”) and certain of the Group’s receivables
due from the Kaifeng Changfeng Group to
a third party. The assets and liabilities of the
Kaifeng Changfeng Group were classified as
held-for-sale in 2015. The consideration for
the disposal of the entire equity interests in
Kaifeng Changfeng and the assignment of
certain of the Group’s receivables due from
the Kaifeng Changfeng Group amounted
to RMB4,000. The carrying value of the net
liabilities disposed of as at 20 May 2016
amounted to RMB19,972,000. Accordingly, the
Group recognised a gain on disposal of assets
and liabilities classified as held-for-sale of
RMB19,976,000 during the six months ended
30 June 2016.

Prior to the disposal of Kaifeng Changfeng, the
Group has provided guarantees for bank loans
drawn by Kaifeng Changfeng. Pursuant to the
equity transfer agreement, these guarantees
will continue to be valid until the maturities of
the loans. The aggregate principal amount of
the bank loans is RMB30,000,000 and are to
be matured on 21 July 2016. Further details
of the Group’s exposure in respect of these
guarantees are set out in Note 27.

Interim Report 2016

16

TEAFFEHEZEERAE (H)

(b)

RZE—ARFRAZ-+H AEER—BE=
HFHERHGLERERAR(HEBE]) &
HB AR (578 (M LEE |) 2 kE
RETFAEE R EG 25 E RIS -
FEGESENEERABENR S —AFHE
ARFEHE - HERSBEMEIRERESE
AEBRKRAHGESENE TREZENR
EAARKA4000TT - RZZE—AR"FRA=-T
B BEHEFaEREERSARE 19,972,000
oo At AEEREBE_ZT—ARFANA=ZT
AIEAEARHESEABIEHEZEERE
BRI AR 19,976,000 7T °

R ERIT LR - AEEERFAEIGEIRI
MERTTEZIREER - BEREEERE © %
SEREFEFNEZEREE - RITER
N& 4858 5 AR 30,000,000T RGR -=
—~NFELtA-t+—HEH  EEAEERZSE
ERAZNERAE — T FBHRHE27
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RASEZ P BB 3R 5 T

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

CASH AND CASH EQUIVALENTS 17 RERRELZEEAE

At 30 June | At 31 December
2016 2015
R-Z—XRE RZE—RF
~A=+H | tZA=1T—H
RMB’000 RMB’000
AR%T T ARETT

Cash at bank and on hand RITRFERS 123,215 195,632
The Group’s operations in the PRC (excluding Hong REFRPE(TEIESHE) 25 L8 A RKE
Kong) conduct their businesses in RMB. RMB is B AREATTTARLBENEE RESE LT
not a freely convertible currency and the remittance (T"BEER) BXTRBENEEAINEREIFRE o

of funds out of the PRC (excluding Hong Kong) is
subject to the exchange restrictions imposed by the
PRC government.

TRADE AND OTHER PAYABLES 18 EFRHMENFIE

Trade payables (Note (i) B S FRIE (K172 ()

Payables for construction and EBREREEYE  BEK
purchase of property, plant B SRR
and equipment

Payables for staff related costs B TR 38

Payables for acquisitions of equity Uit B 7 2 [ P 8 7 ) RS e EE £ 0
interests in subsidiaries of the Group

Payables for miscellaneous taxes FE ZiEHi1E

Interest payables FERTFE

Others HAth

Financial liabilities measured at REERATENSREE
amortised cost

Deposits received in connection HESEARBIELEEE
with disposals of assets classified KMtE A RE R RS
as held-for-sale and subsidiaries

Advances received from customers BB F R

Provision for warranties RIEHEAE

At 30 June | At 31 December
2016 2015
RZZ—RE RZE—RF
ANA=+H | tZA=+—H
RMB’000 RMB’000
AR¥ET T ARETIT
32,993 37,936
6,570 7,797
6,815 11,217
3,760 5,462
3,744 4,410
7,974 4,408
33,220 26,355
95,076 97,585
51,000 51,000
4,971 1,411
1,242 928
152,289 150,924

SEESFBEEAERLA TR FRHHSE
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18 TRADE AND OTHER PAYABLES

(CONTINUED)

All of the trade and other payables are expected to
be settled or recognised as revenue within one year
or are repayable on demand.

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 follows:

18

Notes to the Unaudited Interim Financial Report
RASEZ P BB 3R 5 T

(Expressed in RMB unless otherwise indicated)
(BRBEFHBEIN » AARBEIIR)

B85 &k EMEMNRE (&)

EE D MEMENRIBERN —FREEHER
RBWASIRELEER -

RBEHR - St AB S REMENRIA 2 E 5 RN
RBERENEEERERBHHREONET

At 30 June | At 31 December

2016 2015

RZB—XRE R-ZT—hF

AA=t+H | t=—A=+—8H

RMB’000 RMB’000

AR¥ET T ARBTIT

Within 3 months =@AA 5,848 7,475
3 to 6 months =z/NEA 8,543 6,519
Over 6 months BEs~E A 18,602 23,942
32,993 37,936

Note (i):  Certain subsidiaries of the Group engaged in the
axle and train business are being sued by suppliers
for payments on the Group’s previous purchases of
goods. The directors of the Company consider the
amounts claimed by these suppliers have already
been recognised by the respective subsidiaries
under trade and other payables, and accordingly, no
additional provision is provided in respect of these
claims. Certain assets are pledged as securities for
these on-going litigations.

Fortunet e-Commerce Group Limited Interim Report 2016
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19 BANK AND OTHER LOANS

(@) The Group’s short-term bank and other (a)
loans are analysed as follows:

19 RITREMER

REBE AT R MRS HOT

At 30 June | At 31 December
2016 2015
R-ZE—XRHF R-T—FF
AA=t+RH | TZA=+—H
RMB’000 RMB’000
ARBT T ARBT T
Bank loans: RITE
— Secured by land use rights — AR L {F AR
and property, plant and Y%~ B MR TR
equipment of the Group 52,400 57,400
— Secured by trade receivables — A& B B F R BGIAERT
of the Group - 12,000
52,400 69,400
Other loans from third parties: REFE=FHEME
— Guaranteed by subsidiaries —BAEEM B A R EER
of the Group 50,500 30,000
— Secured by bills receivables — AL E EWRIREAIER
of the Group 14,094 -
— Unguaranteed and unsecured ~ — ZE4E(R [ K 40,995 44,504
105,589 74,504
157,989 143,904
Add: Current portion of long-term Al © REFERIT R HMER
bank and other loans wBNERER S (B7EE 19(b)
(Note 19(b)) 28,000 13,000
Non-current portion of EREREERHARITER
long-term bank 2 FEBNERER S (B77E 19())
loan repayable on
demand (Note 19(b)) - 15,000
185,989 171,904

The Group’s short-term other loan with
principal amount of RMB20,000,000 was
overdued as at 30 June 2016. The directors
of the Company confirm that the Group has
commenced negotiations with the lender to
renew the loan. The principal amount and any
unpaid interest of the loan were included in the
condensed consolidated financial statements
of the Group for the six months ended 30 June
2016.

REBE KRR A AR 20,000,000 TAY G HAE
HMERR_Z—NFNA=+HHH - KQF
EERRAEEEAREE T ETERETE
Ko BERHASBREMANFEFFAREER
HE-T—NF/NA=THINEA ML
BHHRE °

SEESFBEEAERLA TR FRHHSE
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R AL P R B S R 5 B R

(Expressed in RMB unless otherwise indicated)
(BRBEHBAND - LARKTITR)

19 BANK AND OTHER LOANS (CONTINUED)

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

19 RITREMERR (FE)

(b) AEERHBBITERIHOT :

At 30 June | At 31 December
2016 2015
R-ZB—XRE R-T—FF
AA=t+RH | TZA=+—H
RMB’000 RMB’000
ARMET T ARET T
Bank loan guaranteed by a REE B R RERZBRITER
subsidiary of the Group - 15,000
Bank loan guaranteed by F=FERBITER
a third party 15,000 -
15,000 15,000
Other loan from a third party: REFE=HZHMER
— Guaranteed by a third party —HE=HER 13,000 13,000
28,000 28,000
Less: Current portion of long-term & : RHIRIT M HMER
bank and other loans RIBNERER 5 (A75% 19(a))
(Note 19(a)) (28,000) (13,000)
Non-current portion of FEREREERIRITER
long-term bank loan 2 3EBNERER o (H1az 19(@)
repayable on demand
(Note 19(a)) - (15,000)

The Group’s long-term bank loan with principal
amount of RMB15,000,000, which will mature
on 8 February 2017, is subject to the fulfilment
of covenants commonly found in lending
arrangements with financial institutions. At 31
December 2015, the Group has breached
certain covenants as stipulated in the long-term
bank loan agreement, and accordingly, this
loan became repayable on demand and has
been classified as short-term bank loan.

The Group’s long-term other loan with principal
amount of RMB13,000,000 was overdued as
at 30 June 2016. The directors of the Company
confirm that the Group has commenced
negotiations with the lender to renew the
loan, where a subsidiary of the Group has
subsequently provided a guarantee for the loan
on 14 July 2016. The principal amount and any
unpaid interest of the loan were included in the
condensed consolidated financial statements
of the Group for the six months ended 30 June
2016.

Fortunet e-Commerce Group Limited Interim Report 2016

AEBERARTERATE/SARE
15,000,0007C * R=ZE—+tF = A /\B 2|5 -
XESHEBBERL TR ALEEERE
R RZT-—RF+T_A=+—H AEEE
REHRITERBHERE <F TR0 Bt
ZERERBRIREREERE DB REHIR

P
1TTEHK °

AEFERE R H AR 13,000,000 T KA HE
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BANK AND OTHER LOANS (CONTINUED)

(c) The following assets and their respective

19

RAL AL B B A R s B R
(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  AAREEIIR)
RITRAMBER (K)

() TIEERARBEPRZREECEMER

carrying values as at the end of the AEEERRITERZER !
reporting period are pledged to secure the
Group’s short-term bank loans:
At 30 June | At 31 December
2016 2015
R-Z—XRE RZE—RF
AA=+A8 | tZA=1T—H
RMB’000 RMB’000
AR%T T ARBT T
Property, plant and equipment Y%~ BENREE 22,615 26,233
Lease prepayments TR EEFKIE 11,623 11,761
Trade receivables B 5 EWGIA - 14,422
Bills receivables e 14,094 -
48,332 52,416

(d) As at 30 June 2016, the Group’s banking
facilities amounted to RMB52,400,000 (31
December 2015: RMB20,000,000) were
utilised to the extent of RMB52,400,000 (31
December 2015: RMB12,000,000).

SECURED NOTES

On 3 June 2015, the Company issued secured
notes (the “Notes”) with an aggregate face value
of USD20,000,000 (equivalent to approximately
RMB122,352,000) to Chance Talent Management
Limited (“Chance Talent”), a third party. The Notes
bear interest at 13% per annum, payable semi-
annually, and will mature on 3 June 2017. The
Notes and the convertible bonds issued on 3 June
2015 (See Note 21) are secured by 505,581,818
ordinary shares in the Company owned by Century
Investment (Holding) Limited (“Century Investment”),
an equity shareholder of the Company.

20

d R-ZT—R"ENA=1+H KEBERTRE
FEEARES52 400,00 (ZE—HE+=
A=+—H : AR#20,000,0007T)E&HA
R#52,400,0007t( —E—HFE+ - =+—
H : AR#¥12,000,0007C) °

FEARE

R_ZE—AFANAZH ARQRFER—FEHE=
73 Chance Talent Management Limited ([Chance
Talent]) % 77 [ {8 42 88 /3 20,000,000 & 7T ( KI F 1
AR#122,352,0007t) B EHER(EE]D - &
BIRFEMEASRE  BFEFRE—R ' WK
T—t+FRAZAH - R=ZZE—AF A=A
T2EZBERIRRES (RMTE21) LA R #ERR
B Century Investment (Holding) Limited ([ Century
Investment J) # B 2N A &],2 505,581,818 I & i A AE
AR o

ERIBEEERAT —F- A FHHRE
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ARAL AL P B B A R s B R
(Expressed in RMB unless otherwise indicated)

(BRSEAEHEAN - LARBFIT)

21 CONVERTIBLE BONDS 21

The Group’s convertible bonds are analysed as

AR R ES

REEABBEZSTT -

follows:
Liability Derivative
components components Total
EEHS TEIERSD #Et
RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT
At 1 January 2015 R-_T—RF—HA—AH - - -
Convertible bonds issued BT R ES 54,328 4,950 59,278
Accrued finance charges for the year ANE[EFETEI7EE H 5,810 = 5,810
Interest paid EFE (4,159) - (4,159
Exchange adjustments & 5 3,449 4,841 8,290
Fair value changes on the derivative $74 T EZHAFEE
components - 11,190 11,190
At 31 December 2015 and R-_T—RAF+_A=+—H
1 January 2016 M=—F—RF—H—H 59,428 20,981 80,409
Accrued finance charges for the NERFEIfE T A TS B R
period (Note 8(a)) (H1:% 8(a)) 5,314 - 5,314
Interest paid BRHE (4,253) - (4,253)
Exchange adjustments bE H A 1,219 430 1,649
Fair value changes on the derivative $74 T A ZH A F(EE S
components (Note 8(a)) (H1:% 8(a)) - (1,249) (1,249
At 30 June 2016 RZZE—XRFNA=1H 61,708 20,162 81,870

On 3 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”) to Chance Talent. Both
convertible bonds bear interest at 13% per annum and
will mature on 3 June 2018. CB1, CB2 and the Notes
(see Note 20) are secured by 505,581,818 ordinary
shares in the Company owned by Century Investment.

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

Fortunet e-Commerce Group Limited Interim Report 2016

R-ZT—RFA=H ' NXABE R Chance Talent
ZEITMD EE 5 5l 46,000,000 7T (Y ER AR
36,706,000 7T) BHE IR AT AR E S ([ ATk ES—])
%% 4,000,000 £ 7T (HZE R A R % 24,470,000 7T ) B
AR ES ([T RRES =) - ZEMH Rk
BEIIEFENEAZ% T EXTHER T —NF A=
HEIER - ATk (ES—  ATRES - REEH (RKH
& 20) MA Century Investment # 45 AN A 7] 505,581,818
AR AR VEH AR o

REEITZE AR E S - Chance TalentAl B =&
—NEXNA=ZHZE T \F/NA=ZBEAFRZ
A D 1.0678 TS AR ES — R AR AR L E
A& (BNHfs#E ) R IZS I IRH 1.508 T AT AR E 5 —
i A RN F R (BRRRRE) - BRIRERSEE
PTESmMT AT E s ALE PSRRI ES
o
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DEFERRED TAX ASSETS AND LIABILITIES

The components of deferred tax assets and liabilities
recognised in the consolidated statement of financial
position and the movements during the year/period

are as follows:

AT P B S R 5 PR

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

22 EFEEHBEEEREE

RFEPBHNZERAZECRAEER BB D
RRER/ PRz EBFEIIAT

Assets

EE

Liabilities

B

Unrealised
profit for
inventories

KREH
FEBR
RMB'000

AEBTT

Fair value
adjustments
on property,

plant and

equipment,
lease
prepayments
and intangible
assets and
subsequent
depreciation
and
amortisation
L/ E
K&k
BANHEE
RIER &R
BEZRY¥E
AEUR
HEmeE
)58 57
RMB’000
ARETTT

Unused

tax loss Total

KEA
BEER
RMB'000

AERBTTT

st
RMB'000
ARBTTT

At 1 January 2015

Additions through acquisition
of a subsidiary

(Charged)/credited to the
consolidated statement
of profit or loss and other
comprehensive income

At 31 December 2015

Credited to the consolidated
statement of profit or loss and
other comprehensive income
(Note 9)

At 30 June 2016

R-Z—HF—H—H
FRUE—FNBARRE

(0 B),/ Gt AGA R
FEMEEWREE

890

(890)

- (745) 145

10,099 (5,479) 4,620

16,171 983 16,264

R_E—RF+-_A=+—H
STAGEERR
HipzmEbaER (41i29)

26,270 (5,241) 21,029

9,093 646 9,739

R-ZB—RFRA=TH

35,363 (4,595) 30,768

ERIBEEERAT —F- A FHHRE
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RAE AL P B S R 5 B R

(Expressed in RMB unless otherwise indicated)
(BRBEFHBEIN » AARBEIIR)

23 DIVIDENDS 23 BE
() Dividends payable to equity shareholders (i)
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 2016 (six
months ended 30 June 2015: RMBNIl).

(i) Dividends payable to equity shareholders (i)
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 2015 (2014:
RMBNIl).

BNRQTEERR ZFHRE

ARREZETEBRNEBE_T—RERX
=StRLEREAZHPHRE(BE—T—
NA=ZTHIEREA : ARBEZTT) -

R BBt E 2 BEAR QT EERR -
BEERE

ARREETERRNBEE_ZT—HF+_A
=t—HAEFEZRE(ZZ—NF: AR¥

i) o

24 FAIR VALUE MEASUREMENT OF FINANCIAL 24 SRMIAZAVENE

INSTRUMENTS
(@) Financial assets and liabilities measured at (a)
fair value

(i) 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:

Fortunet e-Commerce Group Limited Interim Report 2016
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24 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

(@) Financial assets and liabilities measured at
fair value (continued)

U

Fair value hierarchy (continued)

- 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.

= Level 3 valuations: Fair value
measured using significant
unobservable inputs.

AREEEAL P B S R 5 PR

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

24 SWMTECZAFEFEE)

() RAVEFEZERMEEREE(E)

NFESER(E)

- EAME: ENEE-&2E
EIEREEXRERAERRER
BTSN AEHEREFERT
@ o

- B-REE: NRAFE-R2HH
B —AmEIINABEZ280 A
TEREZMABR2UTERT
B TABR2BEEE TSR
BESH2 8 -

- EEREE: IRESTTRES
B EATE -

Fair value measurements
categorised

into Level 3
PEB=EER
AFEGE
At 30 June | At 31 December
2016 2015
R-Z—XRE RIZE—AF
AA=+R8 | tZA=1+—H
RMB’000 RMB’000
AR%T T ARETT
Recurring fair value REMEATEFTE
measurement
Financial liabilities THRaE
— Derivative components —mBREESTER D (At 21)
of convertible bonds
(Note 21) 20,162 20,981

During the six months ended 30 June
2016, there were no transfers between
Level 1 and Level 2, or transfers into or
out of Level 3 (year ended 31 December
2015: 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-—R"ENA=THILXE
B B—REE KM EERS
BRFE-AEAREL (BE_ZF—1F
T-A=1+—HLEE: &)  AKEZ
BRI RN ERMEENRE ARER
NHEER 2 W28 -

SEESFBEEAERLA TR FRHHSE
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RASEZ P BB 3R 5 T

(Expressed in RMB unless otherwise indicated)
(BRBEFHBEIN » AARBEIIR)

24 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

(a)

Fortunet e-Commerce Group Limited

Financial assets and liabilities measured at
fair value (continued)

(i)

Information about Level 3 fair value
measurements

24 SWMTECZAFEFEE)

() RAVEFEZERMEEREE(E)

(i)

AME=HATESRNER

Significant

Valuation unobservable Weighted

technique input average
EX
TABE

fEERT WARE mETH

Derivative components of Binomial lattice Expected 73.05%
convertible bonds model volatility
HAREFITERS = e TRERIE

N

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
2016, it is estimated that with all other
variables held constant, an increase
in the expected volatility by 5% would
have increased the Group’s net loss by
RMB1,099,000, whereas a decrease
in the expected volatility by 5% would
have decreased the Group’s net loss by
RMB1,116,000.

Interim Report 2016

A A RR (E A R A RO IR IR 4 A9 A B Th R
A-BEARERAEE  MAFEFT=
TR ZERTAEBRI2HETEHKIE -
AT EFFEHETERKEZ EABREE -
RZZE—XNEXNA=1H  HABEEM
BHEFTE  THHKE LA 5% 8
BURS E BB F RS 11 A R 1,099,000
TC ¢ TAERRK R T P& 5% i B BN S B A S
BFER D AR 1,116,000 7T °



24 FAIR VALUE MEASUREMENT OF FINANCIAL 24

Notes to the Unaudited Interim Financial Report

INSTRUMENTS (CONTINUED)

(a)

Financial assets and liabilities measured at (a)
fair value (continued)

(i)

Information about Level 3 fair value
measurements (continued)

The movements during the period/

AREEEAL P B S R 5 PR

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

EMIT Az A VERE (K)

RAFEFECEREERAE (B)

BRE =R HEFENER (B)

E=RATEN BEBOBN, FAE

year in the balance of Level 3 fair value AR :
measurements are as follows:
Six months Year ended
ended 30 June 31 December
2016 2015
HE_Z—AHF
BE-ZE—XE +=A
AA=t+HIL =+—HL
~MEAR FE
RMB’000 RMB’000
AR%T T ARET T
Derivative components of Fi&RESITEID :
convertible bonds:
At 1 January R—A—H 20,981 =
Addition through issuance & iBEETTAIIANRE RN
of convertible bonds - 4,950
Changes in fair value HAF RPN B SR
recognised in profit or AT EE
loss during the period/year (1,249) 11,190
Exchange adjustments bE & FE#EE 430 4,841
At 30 June/31 December WAA=+8H/+=A=+—8 20,162 20,981
SEWFHEEERAET ZE—RFHHARE
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RASEZ P BB 3R 5 T

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

24 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

(b)

Fortunet e-Commerce Group Limited

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

24 €WMTECZAFEFEE)

(b) YFBRAFEIRNEMEEREENLFE

—E-RERAA=TARZZE-AE+_A

=t+—H  ARBEIZKASEHEXATERNE
MITAREEEEAFEIBEAER @ IR

at 30 June 2016 and 31 December 2015 TeRIARI  HEEEERATEREATE
except for the following financial instruments, ERPEMT ¢
for which their carrying amounts and fair
value and the level of fair value hierarchy are
disclosed below:
At 30 June 2016 At 31 December 2015
R-Z—RE N-ZE—RE
~A=t+A +ZA=+—H
Fair value Fair value
Carrying measurements Carrying  measurements
amount at 30 June amount at 31 December
at30  categorised at 31 categorised
June into Level 3 December into Level 3
RWAA W+=A
R<A =+H2E W+=A Z=+—HB2E
=+AaM AE=HH =1+—H# BE=HH
fREE ATPERE fREE NEEFE
RMB’000 RMB’000 RMB’000 RMB’000
AR%TT ARYT T ARBTT ARETT
Liabilities 8
Secured notes (Note (i) BERER (H172() 131,819 126,515 128,271 122,262
Convertible bonds A#gkES
— liability components —BERD (W)
(Note () 61,708 58,306 59,428 56,142
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RASEZ P BB 3R 5 T

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

24 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

(b)

24 €WMTECZAFEFEE)

25 COMMITMENTS

(a)

Fair values of financial assets and (b) YWHRATEIERNESHMEERBENQAFE
liabilities carried at other than fair value (&)
(Continued)
Note (i):  Valuation techniques and inputs used in Level Wiz - =R AT EFTEFTH G E R R A%
3 fair value measurements
Secured notes and convertible bonds — liability BRI K AR EE — A ESLD
components
The fair values are estimated as being the AN ERBEUS R T ANRTHSMERFTIRA KR
present value of future cash flows, discounted RIREMBREETHEE
at current market interest rates for similar
financial instruments.
The Group used the risk free interest rates AEBB2EREBSBFESFREEFR_Z—F
with reference to the Hong Kong government NAZTEERZE—RF+_A=+—HHER
bonds and treasury bills as of 30 June 2016 BRMENMEATR  ZEEMEXRLFHBEUNAE
and 31 December 2015 plus credit spread of HEZENEEEEZ  HR_ZT—"E~A=T
comparable notes with similar credit rating, BR-ZE-—AF+-A=+—HBEERAERRA
coupons and maturities to discount the BRESFNAEIAITE o FIERAMNFIRMNT -
secured notes and the liability components of
the convertible bonds as of 30 June 2016 and
31 December 2015. The interest rates used
are as follows:
At 30 June At 31 December
2016 2015
R-B—RF R-T—HF
AA=+H +=—A=+—H
RMB’000 RMB’000
AR%TR ARETT
Secured notes BEHZERE 20.72% 19.57%
Convertible bonds AR B2
— liability components —BEHBD 22.72% 21.57%
25 &iE
Capital commitments (a) BEAREE
Pursuant to the terms of the subscription and BEARQF - AEERBARIERIEZERERA
shareholders agreement entered into between Al ([E15]) B Chance Talent®=—Z—/~&E~
the Company, Treasure Ease Holdings Limited R+ BRI HRBEHRENIER - NA6HE

(“Treasure Ease”), a subsidiary of the Group,
and Chance Talent on 22 June 2016, the
Company conditionally agreed to subscribe for
5,010 additional shares in Treasure Ease at the
subscription price of RMB40,080,000.

1614 R B IZ R B E A R % 40,080,000 7T 2 8

5,010 IRE taIEBR AR ERINKAD °

ERIBEEERAT —F- A FHHRE
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R AL P R B S R 5 B R

(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  AAREEIIR)
25 COMMITMENTS (CONTINUED)

(b) Operating lease commitments

At 30 June 2016, the total future minimum
lease payments under non-cancellable
operating leases are payable as follows:

25 &R (&)

(b)

HEHEERARE

RIZ—RFANA=TE  RETAIHELSE
HERMNHARRRERSERRNT

At 30 June | At 31 December
2016 2015
R=B—A%F | R-F—0%F
AA=+R8 | tZA=1T—H
RMB’000 RMB’000
AR%T T ARET T

Within 1 year 16N
After 1 year but within 5 years 1F&ESFN
After 5 years 5F 1%

The Group leases certain office premises under
operating leases. None of the leases includes
contingent rentals.

26 MATERIAL RELATED PARTY
TRANSACTIONS

In addition to the balances disclosed elsewhere in
this interim financial report, the material related party
transactions entered into by the Group during the
period are set out below.

(@) Transactions with the equity shareholders
of the Company

Details of guarantees provided by the equity
shareholder of the Company for the Group’s
secured notes and convertible bonds are set
out in Notes 20 and 21.

On 25 March 2015, the Company acquired
Century East Network Limited’s 51% equity
interests in Century Network through the
issuance of 122,121,000 ordinary shares in the
Company as consideration.
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5,626 5,940
1,515 2,024

- 47
7,141 8,011

AEBRBELEHEERETMHAYE - 25
HEHM T BEIAEE -

26 ERBBAIRS

Bk 7 PR A B 7 e o 4t B B R D A RS - NSRBI R
WETZHEARB TR BT

(a)

REAQNRESZRRETHRS

AR B R LA 5= [ A AR R IR I AT AR
R ERAFHISBN R 20 )2 21 -

R-ZZE—FEF=ZA-+HHB AREREBE
178 A 8]122,121,000 % 3@ % 1E B R (E
U B% Century East Network Limited 7 Century
Network H 51% f#E -
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AT P B S R 5 PR

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

MATERIAL RELATED PARTY 26 EABHARSZ (&)
TRANSACTIONS (CONTINUED)
(b) Key management personnel remuneration (b) EIREBEAESHHM

Remuneration for key management personnel
is as follows:

FAREEABHFMOT

Six months ended 30 June
BZEAA=1THIEAREA

2016 2015
RMB’000 RMB’000
ARBT T ARBT T
Short-term employee benefits HE B m A 2,991 2,055
Contributions to defined ) SLTE EFGR IRET B 51
contribution retirement plans 63 42
Equity-settled share-based BRRGO R T N EREE
payment expenses in respect LARRAR BERE 2 M
of share award scheme - 1,772
3,054 3,869

CONTINGENT LIABILITIES AND EVENT
AFTER THE REPORTING PERIOD

As mentioned in Note 16(b), the Group has
provided guarantees for bank loans drawn by
Kaifeng Changfeng, a previous subsidiary of
the Group disposed of on 20 May 2016. The
aggregate principal amount of the bank loans is
RMB30,000,000 and are to be matured on 21 July
2016. These bank loans are also secured by the
land use right of Kaifeng Changfeng. Subsequent
to the end of the current reporting period, Kaifeng
Changfeng has notified the management of the
Group that these bank loans were not repaid upon
their original maturity on 21 July 2016, but Kaifeng
Changfeng has commenced the application of
new bank loans from the same bank to refinance
these original bank loans. The Group’s maximum
exposure arising from these guarantees would be
RMB30,000,000 plus accrued interest. As of the
date of this interim financial report, the directors of
the Company cannot reliably estimate the outcome
of Kaifeng Changfeng’s application of the new bank
loans, but they are in the process of assessing the
possible impact on the Group’s finance performance
or position in connection with the occurrence or
non-occurrence of Kaifeng Changfeng’s refinancing
activities. Accordingly, no provision in this regard has
therefore been provided in the interim financial report.

FREERBEHERER

MK sE16b)FTit - AEEEARAFBE(R =%
—ANFRAAZTHLENAEELAMBAR) R
FERTTEFIREER - FTEFNASBBEAEAR
#30,000,000 L R =T —~FLtA=+—HEZ
H o ZERTERNERATIGEN LHEREER
ER - RAFREHRE  HHGEZENSAEEE
BE ZSRTEFRTERERIHR-Z—RF
+tA=-+—HBEZE ERHGLERR—ETHA
FIRTERAZERBITERERE - A5EKEH
ZEERN=ARR A AR 30,000,000 7T 10 &
ETFE o RAREIBI SRS HE - AR R ESRAE
ASNEAHANGLYHEBFNRITERNER  BF
SR EEERATGLETEREEE T ETT
BRE S AL SRRSO ITRETLE -
Bt - WA R AR TSRS M BLLL (R B4 -

EESFBEEAERLA =T FRHHE
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RASEZ P BB 3R 5 T

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

28 COMPARATIVE FIGURES 28 LtRHF
As a result of the correction of prior period’s errors, AREIEBTEHRRENER A THEREFEEETH
certain comparative figures have been adjusted. B BZER EME— T BRENHES -
Further details of these corrections are disclosed in
Note 4.

Fortunet e-Commerce Group Limited Interim Report 2016



REVIEW REPORT TO THE BOARD OF DIRECTORS
OF FORTUNET E-COMMERCE GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial report set out
on pages 13 to 56 which comprises the consolidated
statement of financial position of Fortunet e-Commerce
Group Limited (the “Company”) and its subsidiaries as
of 30 June 2016 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.

Review Report
Ealib s

HENZEREERARNEZTTZERNES
(REIEFHEEMA LR BRAF])
5l

i3

BACEHHNENE13AEE6 BN HIMBRE - 1P
By HREenaEEsasBERAR (AR ) REH
BRARAN-Z—R"EFNA=THNGEPBRRKREEE
ZALENEABRNGEERREMEmRER KAk
BEPHRNERGEHSRNERANMERE - RIEFE
BEXZABRARESZ LTHRA - EWARMANE L
MR POEARENT LS MAGRANE LG LE
Q% 34 SR I A VR TE B BV e - EFA
BEREBEFLBGERE 4 REE NI HRD PP BERE -

BANETRRBIFIRFEE T P B REEL S
WZBBFIET I ENREGR  ERE2BESEY
& o BRUEIASN - MPIMBEZ TR BIERMAE - T
TRAREENAT  BEMEMATARHAREER
fE o

SEESFBEEAERLA TR FRHHSE
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Review Report
ERWmE

SCOPE OF REVIEW

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.

CONCLUSION

Based on our review, nothing has come to our attention
that causes us to believe that the interim financial report as
at 30 June 2016 is not prepared, in all material respects,
in accordance with Hong Kong Accounting Standard 34,
Interim financial reporting.

EMPHASIS OF MATTER

Without qualifying our opinion, we draw attention to Note
4 to the interim financial report which states that the
Company has made certain prior period’s adjustments to
restate the interim financial report for the six months ended
30 June 2015.

KPMG

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

Central, Hong Kong

19 August 2016
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RESULTS AND APPROPRIATIONS

The results of the Group for the six months ended 30 June
2016 are set out in the consolidated statement of profit or
loss and other comprehensive income on page 13.

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

As at 30 June 2016, 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
“SFO”)) which were required to be notified to the Company
and the Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions which they
were taken or deemed to have under such provisions of
the SFO), or which were required, pursuant to section 352
of the SFO, to be entered in the register referred to therein,
or which were required, pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the
“Model Code”), to be notified to the Company and the
Stock Exchange.

Other Information
Hith &R

ES )

$§lﬂﬁi_; NERNA=ZTHIEAREANEEHR
FIBENFAEREMEEREE

RRAFEERRSTRAERKND - HERHO K& F
SR AE

RZE—REXRNA=Z1+H  ARRAEEXIHZESTHRAES
FEZENBBEATHERAARKEMREEZE(TERE
BEBE5T1 EE S RS GO ([EBHRABKRG ) E XV
B - ARG HESFTFRAIREE S LAEEMNE
XVEPE7 R8N EAEMEAR R REBHERSHMERA
A ([ B AT ) B h e sl ﬁ(@?ﬁﬁ%’”%&ﬁﬁﬁﬂmH
MEBEXHEESR AEENERE AR  UIRIEE
KR E 165 55 352 15 B s 8RR #X 15 FﬁL oM B4 2R sl
B IR E EMBEITAZTSETESRINZETA([&Z
258l ) BMEARNA R MBS IORE o

ERSBHEEERAT —F-AFHHRE
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Other Information
Hib&E R

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2016, 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 our Company

Name of substantial

FERR

RATFRGREBRONFRERAR

Approximate
percentage of

RZZF—"FRNA=TH  BEFFRM  RARRED
PR R A RIEE S M E RO EXVERE 2 37
M2 EXATHRBEXREBEES KRB EDIE 36 HAFE
2B RMAREZ 5% KA LEENERMAL (TEER
NAEENZSTHRAB) AT

Shareholders Nature of Interest Interest in Shares shareholding Notes
B R RE
FTERRER RERME R R Bkt M =E
Century Investment (Holding) Limited Beneficial interest 536,231,818 34.99 1
(HCIHL”)
Century Investment (Holding) Limited EmiEm
(TCIHLI)
Starr International Foundation Interest of controlled 224,710,691 14.66 2
corporations
Starr International Foundation SR EE R
Yang Liu Interest of controlled 169,886,000 11.08 3
corporations
2R R AR R
Jinyu Developments Limited Beneficial interest 84,263,636 5.50 4

HEERARAR

O
EmiEs
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Notes:

CIHL is wholly owned by Ms. Pun Tang. On 3 June 2015, a
charge over the 505,581,818 Shares held by CIHL 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 Limited.

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 Il, Inc. is wholly-owned
by Starr International Cayman, Inc., which is in turn wholly owned
by Starr Insurance and Reinsurance Limited. Starr Insurance
and Reinsurance Limited and Starr Investments Cayman V, Inc.
are wholly-owned subsidiaries of Starr International Investments
Limited, 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.

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.

Jinyu Developments Limited is wholly owned by Wu Jindi.

Hiiz -

Other Information
Hith &R

CIHLEPun TangX + 2 & H - R = FE—AFNH =
H + #/CIHL #5 % 505,581,818 K % 17 1E 11 I{ Chance Talent
Management Limited & & z A #9 # i e Chance Talent
Management Limited #1 CCBI Investments Limited = &% 6 +
CCBI Investments Limited A1ZREIER (FEAR) BIR 2\ A2 Bk
B o BIREIFR (FEIR) BR A A A 7T TR BRI Al 2 B FE
B BITZERERERA FIHETERERIERER A AIEE
HE o BITEIRRE BFRE IR A F BERRTIR (DB R A
AR EHE - PEZRRTRG AR FIHFRIESIREHR
BERAIHEH67.26% °

Starr Investments Cayman Il, Inc. & Starr Investments Cayman
V, Inc. A5 FIHEH 7.49% & 7.17% B 157 #) B s HE 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. #) £ & [/ & 22 7] * Starr International
Investments Ltd. £ Starr International Company Inc. 2 &# A °
Starr International Company Inc. # Starr International AG = & ##
& - Starr International AG i Starr International Foundation (7%
THVREERT) PERA °

Riverwood Asset Management (Cayman) Limited - Atlantis
Investment Management (Ireland)) Limited & 75718 & & (&)%)
ER LA BRI EmlEBA ° Riverwood Asset Management
(Cayman) Limited 81 E|# 2 E# A ° Investment Management
(Ireland) Limited & AR 18 & B (&%) R 2 &] 41 Atlantis
Capital Holdings Limited 2&##& - i1 Atlantis Capital Holdings
Limited HEIR 2 EHH °

PRI R B IR 2 A1/ Wu Jindi 2 B 1A -

EESFBEEAERLA TR FRHHS

61



62

Other Information
Hib&E R

CORPORATE GOVERNANCE

The Company is committed to maintain high standards of
corporate governance practices and procedures with a view
1o 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 2016, 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:

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, Mr. Wong Chi Keung and Mrs. Guo Yan were
not able to attend the extraordinary general meeting of the
Company held on 22 April 2016. Mr. Liu Erhfei and Mrs. Guo
Yan were not able to attend the annual general meeting of
the Company held on 20 May 2016.

Compliance

The Company has appointed a compliance adviser on an
ongoing basis for a two-year period until 6 August 2016
as per the direction of the Listing Committee of the Stock
Exchange, details of which are set out in the announcement
of the Stock Exchange dated 9 July 2014,
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S SHARES

Neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the listed shares of the
Company during the six months ended 30 June 2016.

COMPLIANCE WITH THE MODEL CODE FOR
DIRECTOR’S 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
2016.

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 of the Group for the six
months ended 30 June 2016 with the management of the
Company.
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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 2016.

By order of the Board
Fortunet e-Commerce Group Limited
Mr. Cheng Jerome

Chairman

Hong Kong, 19 August 2016
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