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Management Discussion and Analysis

BEEN Wk DM

BUSINESS REVIEW

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

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

Due to the continued deterioration of the business
environment of the heavy duty truck market, the demand for
axle assembles has declined significantly. In view of these
circumstances, on 7 April 2017, the Group entered into a
conditional agreement to sell the entire interest in Chang
Feng Group, details of which are disclosed in the Company’s
announcement dated 7 April 2017 and the supplemental
announcement dated 19 April 2017. The disposal was
completed on 28 April 2017.
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On 29 November 2016, Pointsea Holdings Company
Limited (“Pointsea Holdings”), a non-wholly-owned
subsidiary of the Company, entered into an agreement (the
“Agreement”) with Extra Step Investments Limited (“Extra
Step”), a wholly-owned subsidiary of China Mobile (Hong
Kong) Group Limited (“China Mobile”) and Joy Empire
Holdings Ltd. (“doy Empire”), a wholly-owned subsidiary of
Bank of China Group Investment Limited (“Bank of China”),
in relation to (i) the subscription of shares in Pointsea
Company Limited (“PCL”); and (ii) the cooperation in the
development of the business of PCL and its subsidiaries. On
20 May 2017, China Eastern Airlines E-Commerce Co., Ltd
(RAMEE T ERAT) (‘Eastern E-Commerce”),
a wholly-owned subsidiary of China Eastern Airlines
Corporation Limited (“China Eastern Airlines”), has
executed a deed of accession and joined as a party to the
Agreement in its capacity as one of the investors. Please
refer to the announcements of the Company dated 29
November 2016, 7 December 2016 and 30 June 2017 for
further details.

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

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 some 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
some well established partners in various regions around the
world. Besides, the Group has other trading businesses in
connection with the electronic commerce business.
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BEEN Wk DM

For the six months ended 30 June 2017, revenue from
electronic commerce business segment amounted to
approximately RMB90.2 million (30 June 2016: RMB199.1
million). The total revenue from this segment accounted for
approximately 73% (30 June 2016: approximately 85%) of
the Group’s total revenue.

“ChangYo” Digital Point Business Ecosystem Alliance

The Group developed a membership point alliance with
various business partners, including Bank of China, China
Mobile and China Eastern Airlines, to realise points from
different industries for conversion to alliance points in the
“ChangYo” platform. The users can redeem the alliance
points for customized merchandises, games, services in the
form of online and offline consumption. The Board is of the
view that this will bring the Group further strategic business
opportunities.

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 2017, revenue from the OEM market and
aftermarket business segment amounted to approximately
RMB32.7 million (30 June 2016: approximately RMB35.1
million), representing a decrease of approximately 7%
as compared with the corresponding period in 2016,
and accounted for approximately 27% (30 June 2016:
approximately 15%) of the Group’s total revenue. The axle
business was disposed of in April 2017.
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FINANCIAL REVIEW
Revenue

The Group recorded a consolidated revenue of
approximately RMB122.9 million (30 June 2016:
approximately RMB234.2 million), decrease by
approximately 48% as compared with the corresponding
period in 2016.

Revenue from the Group’s electronic commerce segment
was RMB90.2 million for the six months ended 30 June
2017 (30 June 2016: RMB199.1 million), representing
approximately 73% (30 June 2016: approximately 85%)
of the Group’s total revenue. The decrease was due to
decrease in the sales to certain major customers of the
Group’s electronic commerce segment resulting from
intensive competition from other electronic commerce
business service providers.

Revenue from the Group’s axle business segment for the six
months ended 30 June 2017 decreased by approximately
7% to RMB32.7 million (30 June 2016: RMB35.1 million).
The revenue from this segment was diminishing as a result
of the disposal of Chang Feng Group.

Gross (loss)/profit

Gross loss for the six months ended 30 June 2017
amounted to approximately RMB5.7 million, as compared
with the gross profit of approximately RMB10.6 million for
the corresponding period in 2016. The decrease in gross
profit was mainly due to continuing depressed business
environment of axle business segment together with the
significant price competition among competitors.

Other income

Other income of the Group for the six months ended 30
June 2017 amounted to approximately RMB225,000 (30
June 2016: approximately RMB20.3 million). The decrease
was mainly attributable to the one-off gain amounted to
RMB20.0 million on disposal of Bt LERBHRRA A
(Kaifeng Changfeng Axle Co., Ltd*) and its subsidiary in
2016.

(Impairment losses)/reversal of impairment losses

Impairment losses of the Group for the six months ended
30 June 2017 amounted to approximately RMB9.1 million,
represented for the impairment losses on goodwill of
approximately RMB14.8 million and offset by the reversal
of impairment losses on trade and other receivables of
approximately RMB5.7 million.
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BEEN Wk DM

Selling and distribution expenses

Selling and distribution expenses of the Group for the six
months ended 30 June 2017 decreased to approximately
RMB7.3 million (30 June 2016: approximately RMB18.6
million). The decrease was mainly attributable to the
decrease in selling and distribution expenses of staff costs
and marketing expenses in the electronic commerce
business and the decline in the axle business particularly due
to the disposal of Chang Feng Group.

Administrative expenses

The Group’s administrative expenses for the six months
ended 30 June 2017 increased to approximately
RMB56.2 million, as compared to RMB26.9 million for the
corresponding period in 2016. The increase was mainly
attributable to the equity-settled share-based payment
expenses and the cost for setting up the “ChangYo” Digital
Point Business Ecosystem Alliance including rental of new
office in Shanghai, staff recruitment, system development,
etc..

Finance income/(costs)

The Group incurred finance income of approximately
RMB9.4 million for the six months ended 30 June 2017. The
increase in finance income was mainly due to the income
of RMB26.5 million changes in fair value on derivative
components of the convertible bonds with aggregate
principal amount of US$10 million and the decrease in
finance charge on secured notes of RMB8.6 million.

Gain on disposal of subsidiaries

The Group disposed the Chang Feng Group in April 2017
and recorded gain on disposal of RMB141.5 million.

Taxation

The Group recorded income tax charge of RMB15.9 million
(80 June 2016: income tax credit of approximately RMB8.8
million) for the six months ended 30 June 2017, mainly
representing the write-down of deferred tax assets of the
electronic commerce segment.

LIQUIDITY AND FINANCIAL RESOURCES
As at 30 June 2017, cash and cash equivalents of the

Group amounted to approximately RMB506.5 million (31
December 2016: approximately RMB90 million).
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Management Discussion and Analysis

As compared with the position as at 31 December 2016,
cash and cash equivalents increased by approximately
RMB416.5 million, resulting from the net cash outflow
from operating activities of approximately RMB44.8 million
for the six months ended 30 June 2017 (year ended 31
December 2016: RMB71.3 million), the net cash outflow
from investing activities of approximately RMB55.3 million
for the six months ended 30 June 2017 (year ended 31
December 2016: RMB27.2 million) and the net cash inflow
from financing activities of approximately RMB522.8 million
for the six months ended 30 June 2017 (year ended 31
December 2016: net cash outflow of RMB13.6 million).

As at 30 June 2017, net current assets of the Group
amounted to approximately RMB475.1 million (31
December 2016: net current liabilities of approximately
RMB137.8 million). As at 30 June 2017, the current
ratio (representing total current assets divided by total
current liabilities) of the Group was approximately 6.04 (31
December 2016: approximately 0.79).

As at 30 June 2017, total assets of the Group were
approximately RMB676.3 million (31 December 2016:
approximately RMB733.8 million) and total liabilities
were approximately RMB97 million (31 December
2016: approximately RMB647.2 million). The debt ratio
(representing total liabilities divided by total assets) as at
30 June 2017 was 0.14 as compared to 0.88 as at 31
December 2016.

As at 30 June 2017, the Group had total borrowings
(including bank and other loans, secured notes and
convertible bonds) of approximately RMB88.1 million (31
December 2016: approximately RMB452.8 million). The
decrease was mainly attributable to the disposal of Chang
Feng Group in April 2017 and the redemption of secured
notes in January 2017. The gearing ratio (representing total
borrowings divided by total equity) was approximately 0.15
(81 December 2016: approximately 5.23). 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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Property, plant and equipment, lease prepayments
and assets classified as held-for-sale

As at 30 June 2017, property, plant and equipment,
lease prepayments and assets classified as held-for-sale
were approximately RMB8.9 million (31 December 2016:
approximately RMB164.6 million). The decrease was mainly
attributable to the disposal of Chang Feng Group in April
2017.

Trade and other receivables

Trade and other receivables of the Group as at 30 June 2017
were approximately RMB61.1 million (31 December 2016:
approximately RMB315.4 million). The significant decrease
in balance was mainly due to the proceeds from placing
of shares of the Company in 2016 were received in early
January 2017.

Inventories

The inventory balance of the Group as at 30 June 2017
was approximately RMB1.9 million (31 December 2016:
approximately RMB29.3 million). The decrease was mainly
attributable to the disposal of Chang Feng Group in April
2017.

Trade and other payables

Trade and other payables of the Group as at 30 June 2017
were approximately RMB6.2 million (31 December 2016:
approximately RMB159.5 million). The decrease was mainly
attributable to the disposal of Chang Feng Group in April
2017.

Pledged assets

As at 30 June 2017, no assets were pledged by the Group
(81 December 2016: approximately RMB107.1 million) to
secure the bank and other loans.

Contingent liabilities and event after the reporting
period

As at 30 June 2017, the Group had no significant contingent
liabilities. The Group had no significant event after the
reporting period, except as disclosed in Note 27(a).
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Management Discussion and Analysis - .

Capital commitment

As at 30 June 2017, the Group committed to inject RMB200
million (31 December 2016: RMB100 million) in respect of
investment in a subsidiary. Save as disclosed above, the
Group had no other contracted capital commitments which
were not provided in the interim financial statement.

Employees

As at 30 June 2017, the Group had 163 employees which
are located in Beijing, Shanghai and Hong Kong. For the
six months ended 30 June 2017, total staff costs were
approximately RMB45 million. During the period, the
Group also provided internal training, external training and
correspondence courses for its staff in order to promote
self-improvement and enhancement of skills relevant to
work.

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 except for
some cash and cash equivalents, other receivables, secured
notes and convertible bonds, are computed in Renminbi.
As at 30 June 2017, the Group’s net foreign currencies
assets amounted to approximately RMB254.2 million (31
December 2016: RMB58.5 million). During the six months
ended 30 June 2017, the Group did not utilize any future
contracts, currency borrowings and otherwise to hedge
against its foreign exchange risk. However, the Group will
continue to monitor the risk exposures and will consider to
hedge against material currency risk if required.

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

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

EEENWEkDMN
BREE
RITZE—+FNA=Z+H  NEBEAZEEARE2005H

%ﬁﬂ BHBAR(ZE—R"F+_A=1t—H: AR¥
100EETT) « B EXPAHERESN - REBEY EEMBATL

BRI T ERHE L BB B ARIE

B8

RZZE—tFNA=1TH A&EEHEF163%EE ' LR
Im EEREE - BHEZT—tEFAA=+THIEAE
B BEIXRANAARKAIASAET - RZEME  A&EE
Thm B TIRHEAE I - SNEPEs) RARRE RIS - DA B
e MR B ER

SNEE LBk

AEENEBETZMNTE MABIRIUAREE
T REBEMNAEH»BEENEBE(ETHRHEKASEMEE
B - HtEWIE - BHEREERTIRRESBRIN HUAA
REFE RZZE—tFNA=Z+TH KEEMINEEE
FHEOARBM42BEL(ZE—R"F+_A=+—H:
ARBESSAETL)  MBE_ZE—+tFA=1THI/~E
A AEBUWEFERTMREEL  EBEREAEMT
PR EE R INERE R o %ﬁﬁ NEBE BB R AT
ZHRAK  TEEBEREREEREITFEREERR -

BFANEARE WERARNEARKRBERHE » URXK
REEARESBAELEENTE
BRARERBELEERERSI  ARERBERELIER

BEEMEMERRE - INEEETERMNBEARNEMNE
AWBHHE - RABRERH  AKETEEAKRES
SHEFEBEAREIBAELEENE

SEEFBEEAERLA T LFRHES

>

11



12
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BEEN Wk DM

PLEDGE OF SHARES BY CONTROLLING
SHAREHOLDER

On 3 June 2015, the Company issued secured notes (the
“Notes”) with an aggregate face value of US$20,000,000
(equivalent to approximately RMB122,352,000) to Chance
Talent. The Notes bear interest at 13% per annum, payable
semiannually. Subsequently, the Company redeemed
the Notes on 13 January 2017. On 3 June 2015, the
Company issued two secured convertible bonds with
face value of USD6,000,000 (equivalent to approximately
RMB36,706,000) (“CB1”) and USD4,000,000 (equivalent to
approximately RMB24,470,000) (“CB2”) to Chance Talent.
Both convertible bonds bear interest at 13% per annum and
will mature on 3 June 2018. The Notes, CB1 and CB2 are
secured by 505,581,818 ordinary shares in the Company
owned by Century Investment (Holding) Limited (“CIHL”), an
equity shareholder of the Company. Upon redemption of the
Notes, 396,238,156 ordinary shares have been released on
15 March 2017. As at the date of this interim report, CIHL
pledged its 109,343,662 ordinary shares in the Company
(the “Charged Shares”) to secure the obligations of the
Company under the CB1 and CB2. The Charged Shares
represent approximately 6.0% 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 2017 (30 June
2016: RMB Nil).

PROSPECTS
“ChangYo” Digital Point Business Ecosystem Alliance

The Group together with CCB International Holdings
Limited, China UnionPay Merchant Services Company
Limited, China Mobile, Bank of China and China Eastern
Airlines set up a joint venture group. Through the
establishment of this joint venture group, the Group is
developing and operating a global smart commercial
financial platform for virtual asset management, credit
payment and clearing.

Fortunet e-Commerce Group Limited Interim Report 2017
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Management Discussion and Analysis

The Digital Point Business Ecosystem Alliance is a virtual
asset management operation platform developed by the
Group. The Digital Point Business Ecosystem Alliance
intends to facilitate inclusive financing through the use of
the internet by allowing users to exchange and convert
points earned under various channels into alliance points,
a virtual asset used for online and offline consumption in
merchandise or service transactions, which aims to promote
better financial planning and wealth preservation for potential
consumers in a secured environment.

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

CentChain Co., Ltd (4285 #EBREEAF]), a wholly
foreign-owned enterprise (“WFOE”), was established in
the PRC in July 2017, in which, the Digital Point Business
Ecosystem Alliance will be operated under this WFOE.
The platform is now rapidly developing and a “ChangYo”
platform registered under Wechat has been established
and is in operation in the second half of 2017, in which the
users can earn or exchange alliance points by using this
Wechat platform. In this platform, certain features such as
online merchandise redemption, games, etc are launched
and its membership and users is growing since its launch.
In order to keep the freshness and attraction for the users,
the Group is currently developing further new features in
the platform and continues to source more suppliers to
enlarge the merchandise base. The platform will continue to
launch regular and ad hoc promotional activities to attract
new users and maintain loyalty for existing users. We expect
the Digital Point Business Ecosystem Alliance will start to
generate returns in the forth quarter this year.
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BEEN Wk DM

Looking forward, the Group will place more focus on the
development of the “ChangYo” Digital Point Business
Ecosystem Alliance which is expected to generate a higher
return and the Group will integrate the resources and
strategic advantages of each company under the alliance
and collaborate with major overseas financial payment
companies to create “digital points in the equivalent form
of virtual assets”, a cross-border virtual asset pool where
consumers’ digital points can be used as virtual assets for
worldwide circulation and which can achieve international
strategies by offering shopping, service consumption
and commercial purchasing with credits. The Group
endeavors to create a Digital Points Business Ecosystem
with the biggest impact the world, leading the commercial
community to step into an era of intelligent internet.

The Group is also in all times looking for business
opportunities which will be supplement to our “ChangYo”
platform with a view to increase its users base, users
profiles, enhance revenue and return.

e-Commerce business

At present, still a lot of business opportunities available to
our e-Commerce business, which experiencing rapid growth
in the PRC. Looking forward, the Group will commit time
and resources to develop its e-Commerce business. With
the start-up of “ChangYo” Digital Point Business Ecosystem
Alliance, the Group expects that the “ChangYo” platform
may create commercial synergies with our e-Commerce
business in coming future. With a well-developed
professional team under e-Commerce business, the Group
will continue to explore other related business opportunities,
including provision of services to fit its customers’ needs in
their online business.

Fortunet e-Commerce Group Limited Interim Report 2017
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Consolidated Statement of Profit or Loss and Other Comprehensive Income - . &
HEBEREMEERIER

(Expressed in Renminbi (‘RMB"))

For the six months ended 30 June 2017 — unaudited
W EZ—tFAB=THLERER - AREEZ (UARE (AR D SIR)

Six months ended 30 June

BEAA=1+HIEAEA

2017 2016
—E—+tF —EREF
Note RMB’000 RMB’000
Kz ARET R ARET T
Revenue PN 4(a) 122,858 234,240
Cost of sales SHERA (128,595) (223,630)
Gross (loss)/profit (£8) E7 4(a) (5,737) 10,610
Other income H ez 5 225 20,315
Selling and distribution expenses SHE R iHA (7,302) (18,591)
Administrative expenses THAX (56,205) (26,875)
Research and development costs AR PN (7,360) (15,945)
(Impairment losses)/reversal of (REEE) #E
impairment losses JREEE 6 (9,129) 14,221
Loss from operations REER (85,508) (16,265)
Finance incomey/(costs) WA (BKAS) 7(a) 9,361 (23,780)
Gain on disposal of subsidiaries BB A B e 8 141,495 -
Profit/(loss) before taxation BRBLATER (B18) 7 65,348 (40,045)
Income tax Fris#i 9 (15,904) 8,831
Profit/(loss) and total comprehensive HRER, (B8 &
income for the period ZHEURALELE 49,444 (31,214)
Attributable to: BN AL FELG :
Equity shareholders of the Company R AR 86,191 (6,136)
Non-controlling interests IR (36,747) (25,078)
Profit/(loss) and total comprehensive HMRER (58 &
income for the period ZHBALE 49,444 (31,214)
Earnings/(loss) per share BRERN(BR)
Basic (RMB cent) ER(ARES) 10(a) 4.74 (0.40)
Diluted (RMB cent) BE(ARES) 10(b) 3.33 (0.40)

The notes on pages 20 to 64 form part of this interim

financial report.
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A Consolidated Statement of Financial Position

16

e IR ER

At 30 June 2017 — unaudited

(Expressed in RMB)
RZZ—tFARA=+TH-REEZ (UAREIITR)

At At
30 June 31 December
2017 2016
R-ZE—+F RZZE—RF
NA=+H |[tZA=1+—H
Note RMB’000 RMB’000
k=3 ARET R AREFTT
Non-current assets ERBEE
Property, plant and equipment VI~ BB K& 11 8,903 82,970
Lease prepayments TENEERIE 12 - 11,207
Intangible assets mEE 13 17,834 22,667
Goodwill (&S 14 46,169 61,013
Deferred tax assets EIERIHEE 24 33,940 50,487
106,846 228,344
Current assets REBEE
Inventories eSS 15 1,853 29,259
Trade and other receivables B 5 KK A IR 16 61,081 315,373
Assets classified as held-for-sale DEEFELREZEE 17 - 70,398
Pledged bank deposits HEIRERITIE K 30 461
Cash and cash equivalents ReRkReEHEEE 18 506,454 90,002
569,418 505,493
Current liabilities REEE
Trade and other payables 85 REMENIA 19 6,246 159,511
Bank and other loans RIT R EAME R 20(a) - 195,665
Secured notes HEPEIE 21 - 141,161
Convertible bonds AR ES 22 88,100 115,976
Provisions B 23 - 30,965
94,346 643,278
Net current assets/(liabilities) RBEE(Af) FE 475,072 (137,785)
Total assets less current liabilities HWEERRBEE 581,918 90,559
Non-current liabilities FEREBEME
Deferred tax liabilities BIETHIBAE 24 2,634 3,946
NET ASSETS BEEFRE 579,284 86,613
CAPITAL AND RESERVES BEAXK#iE 25
Share capital N 118,613 108,209
Reserves e 425,892 66,798
Total equity attributable to equity AN TR IR R PR (G AR 2
shareholders of the Company 544,505 175,007
Non-controlling interests IR R 34,779 (88,394)
TOTAL EQUITY HRER 579,284 86,613
The notes on pages 20 to 64 form part of this interim 208 Btz AARREBI IS HRE 2 —E8D

financial report.

Fortunet e-Commerce Group Limited

Interim Report 2017



Consolidated Statement of Changes in Equity - . =

= A HHE SL 424
%v‘ﬁ = *‘Eﬁﬁ x@] '13—":2
For the six months ended 30 June 2017 — unaudited  (Expressed in RMB)
BE-Z—tHFAA=THLEAMEA -REEZR (UARKIITR)

Attributable to equity shareholders of the Company

ARRERRREL
Non-
Share Share Capital Surplus Other - Accumulated controling Total
captal  premium resene resenes esenve losses Total Interests equity
e KhRE  RAER  EREE  BMRE 68 @ FAbER SR
RMB0OO  RVMBI0OO  RMBOO0O  RMB'000  RMB0O0  RMBOO0  RMBOOO  RMBO00  RMBI0OO
ARETT ARETT ARETR ARETR ARETR ARETR ARETR ARETR ARETR
Balance at 1 January 2016 R=8-~E-F-AzER 9857 78138 226982 149,020 (7,703) (1,160,133 93,861 (21,770) 72,091
Changes in equity for the six HEZE-~EAAZTAL
months ended 30 June 2016: ~ERZERRE
Loss and total comprehensive income
for the period - - - - - (6,136) 6136 5018 (31214
Effect on equity arising from acquisition
of adftional interest in a subsiclary - - - - 2,893 - 2,893 (28%) -
Effect on equity arising from capital
injection from non-controling equity
sharefolder info a subsidiary = = = = = = - 2 &
Balance at 30 June 2016 and =%
1July 2016 9857 787138 226982 149,020 48100 (1,166,269) 90,618 (49,709) 40909
Changes in equity for the sixmonths  Z=F-~E+-A=1-AL
ended 31 December 2016: ~ERZEERE
Loss and total comprehensiveincome ~ AEEEERZAMALE
for the period - - - - - (170468  (170468) (38685  (209,163)
lssuance of shares (Note 25() Bl (et 250) 9652 28413 - - - - U8 - 78
Eauity-settled share-based fransaction ~ EBEENRR AERZ XS
(Note 25(c) Rtz 2510)) - - 1 - - - 1 -
Balance at 31 December 2016 RZZ-AF+2A=1-A
i 108209 1021210 238055 149,020 @80 (1,386,731 175007 (88,394) 86,613

The notes on pages 20 to 64 form part of this interim F20EEF 64 B AARR M BRE 2 —8H -

financial report.
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-« & Consolidated Statement of Changes in Equity (Continued)

meEREER (E)

For the six months ended 30 June 2017 — unaudited
BE-_Z—tHFR A=THLEANEA -REER (UAREHIR)

e

18

(Expressed in RMB)

Attributable to equity shareholders of the Company
ALTRRRRELE
Non-
Share Share Capital Surplus Other Accumulated controlling Total
capital  premium reserve  reserves reserve losses Total interests equity
BE  RHRE HAEE  BBEE  HbRE  Z0FB Bt FERER s
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETR  ARBTR ARETR ARMTR ARMTR ARKTn ARETn ARETT ARETR
Balance at 1 January 2017 RoE-tE-A-RAzih 108200 1,021,270 238,055 149,020 (4810) (1,336,737) 175,007 (68,394) 86,613
Changes in equity for the six HEZE-tEAR=THL
months ended 30 June 2017; ~ARZRRED
Proft{loss) and total compretensive. SRR/ (BB) R
income forthe period 2ENAEE - - - - - el sefor (36741 doddd
Fffect on equityarising from capial FERERRRR
inections from non-controlingequity B A ATALRIE
shareolders into subsidlaries ] - - - - - - - 159920 159,920
Issuanoe of shares (Note 25(0) L3Rt (s 25)) 10404 252482 - - - - 262386 - 262886
Fouty-seted share-based EREENRNERR,
transacton (Note 25(c) 25 (i 25(0) - - 04 - - -0 -0
Balance at 30 June 2017 REE-tERR=THZES 118618 1273752 258476 149,020 (4810) (1,250,546) 544,505 34,779 579,284
The notes on pages 20 to 64 form part of this interim F20HZ2F 64 BMEARP AN BRE 2 —HD o

financial report.

Fortunet e-Commerce Group Limited
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Condensed Consolidated Cash Flow Statement -
G ERERER

For the six months ended 30 June 2017 — unaudited  (Expressed in RMB)

BE-Z—tFAA=THLEKNER -KEER (UAR®BIIT)

L

¢

Six months ended 30 June
BZESA=TAHLREA
2017 2016
—E—tE “TREF
Note RMB’000 RMB’000
HaF ARET T ARETT
Operating activities KEEs
Cash used in operations LEmBRe (44,817) (48,270)
Income tax paid BRATEH - =
Net cash used in operating activities RETEMARS RS (44,817) (48,270)
Investing activities REES
Payments for purchase of property, BEME « BERREN
plant and equipment and intangible assets REFEE AR (5,612) (23,526)
Proceeds from disposal of property, LENE  BE
plant and equipment REAEMER0E 249 =
Proceeds from disposal of assets and HENEABELEERE
liabilities classified as held-for-sale RafzRETE - 4
Payments for disposal of subsidiaries, HEMNBARMMZ -
net of cash disposal of Nk HEMHR S (401) =
Loan to a third party ME=AELER (49,605) =
Other cash flows arising from investing activities REEDHELZHMRASRE 9 16
Net cash used in investing activities RETBFAZESTE (55,273) (23,506)
Financing activities MEEE
Proceeds of new bank and other loans R ITREME: ZPW%?K 60,429 104,636
Repayment of bank and other loans EEROIREMES (54,505) (90,551)
Proceeds from the issuance of shares, net Bkt Pﬁﬁ?ﬂ
of transaction costs MR SR 25(b) 503,864 -
Capital injection from non-controlling FERERRFTE
equity shareholders 159,920 32
Repayment of secured notes EBEEHRARE 21 (137,747) =
Other cash flows arising from financing activities MELDEACEMRERE (9,153) (17,832
Net cash generated from/(used in) REZHEL /(iR REFE
financing activities 522,808 (3,715)
Net increase/(decrease) in cash and BeRBEEEEE E
cash equivalents #hn,/(HD) % 422,718 (75,491)
Cash and cash equivalents at 1 January R—A—HzReRBELEEER 18 90,002 195,632
Effect of foreign exchange rate changes NEEXSE 252 (6,266) 3,074
Cash and cash equivalents at 30 June RARB=1tHZzBERELSEER 18 506,454 123,215

F20BEF64BENTFAAFHYEREZ—2B5 o

The notes on pages 20 to 64 form part of this interim
financial report.
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- Notes to the Unaudited Interim Financial Report
T REBRP PSR

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

20

1

CORPORATE INFORMATION

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

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

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 18 August 2017.

The interim financial report has been prepared in
accordance with the same accounting policies
adopted in the 2016 annual financial statements,
except for the accounting policy changes that are
expected to be reflected in the 2017 annual financial
statements. Details of any changes in accounting
policies are set out in Note 3.

Fortunet e-Commerce Group Limited Interim Report 2017
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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 2016 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 65 to 66.

The financial information relating to the financial year
ended 31 December 2016 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 2016 are available from the Company’s
registered office. The Company’s auditors have
expressed an unqualified opinion on those financial
statements in their report dated 22 March 2017.
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CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued several amendments
to HKFRSs that are first effective for the current
accounting period of the Group. None of these
developments has had a material effect on how the
Group’s results and financial position for the current
or prior periods have been prepared or presented in
this interim financial report.

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

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:

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

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

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:

Fortunet e-Commerce Group Limited Interim Report 2017
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KRB ISR S MR

(Expressed in RI\/\B unless otherwise indicated)
(BRBEHBEN - LARKTIR)

4 SEGMENT REPORTING (CONTINUED) 4 HEEmE (&)
Segment results, assets and liabilities (@) oHEE - BEEREE(E)
(continued)
Revenue and expenses are allocated to the WARRASZ T2 EZE D EBEENRARZE
reportable segments with reference to revenue "JBTﬁﬁE’]E‘:ﬁi TEREERSHE c REE=Z
generated by those segments and expenses —tFR_FE—RFANA=ZFTHLAR@EA
incurred by those segments. No inter-segment I 1S D ﬁ|3 FEHE o & EH A fih 48 &
sales have occurred for the six months ended (Il E Mo EMAY « TR X - BT
30 June 2017 and 2016. The Group’s other A RAEBEERBEWA KA KRBT
operating expenses, such as selling and DEBTErE - AR E D EEEATEATE
distribution expenses, administrative expenses, R, (FEHR) -
research and development costs, impairment
losses and finance income/costs, are not
measured under individual segments. The
measure used for reporting segment result is
gross profit/(loss).
Segment assets and liabilities include all assets DHEENBEBEMEEERERE  HHLE
and liabilities with the exception of assets and AEEREZEERABE  HITREMER
liabilities classified as held-for-sale, bank and BERAER  ABREEERADECEEEN
other loans, secured notes, convertible bonds BEBRIN -
and unallocated corporate assets and liabilities.
Information regarding the Group’s reportable REEZZE— &R _FT—AFA=1THI
segments as provided to the Group’s most NEA  ERPERER M ED I RIEANE R
senior executive management for the purposes ﬁzli'i BESaMTHEEAEBRTEHEAEE
of resource allocation and assessment of MED BRI G T °
segment performance for the six months ended
30 June 2017 and 2016 is set out below.
Six months ended 30 June 2017
Q:I:—: ‘tqzl\ﬁ _i—E_IJ:/\{.H
E-commerce Axle
business business Total
E7
BEEK HIgHEL et
RMB’000 RMB’000 RMB’000
AR®T T AR®T T AR¥ET T
Revenue from external REIMBEF BB A
customers and reportable RAIRE D IKA
segment revenue 90,207 32,651 122,858
Reportable segment gross loss A& 2 #8EE (795) (4,942) (5,737)
ERIEEEERAT S tFFHRSE

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

4 SEGMENT REPORTING (CONTINUED) 4

(@) Segment results, assets and liabilities (a)

(continued)

7B E ()

DEEE  BEREE ()

At 30 June 2017
R-—E—tFXA=1+H
E-commerce Axle
business business Total
BEEK HIEL st
RMB’000 RMB’000 RMB’000
ARBTR ARMTR ARMT:R
Reportable segment assets ARG D EPEE 357,480 - 357,480
Reportable segment liabilities TI${&E D HEE 44,709 - 44,709
Six months ended 30 June 2016
HE_ZT— X FAAA=Z1THIEAEA
E-commerce Axle
business business Total
B
E=ES EXEES HaEt
RMB’000 RMB’000 RMB’000
AREFIT ARETIT ARBEFIT
Revenue from external REINBEFEHIMA
customers and reportable NATERE D EUWA
segment revenue 199,099 35,141 234,240
Reportable segment gross A ERE D (E8),EF
(loss)/profit (1,358) 11,968 10,610
At 31 December 2016
RZE—RF+=_A=+—H
E-commerce Axle
business business Total
B
EEES EpioE i HET
RMB’000 RMB’000 RMB’000
ARBTT ARETT ARETET
Reportable segment assets RGN HEE 233,800 171,560 405,360
Reportable segment liabilities AmEDHAE 36,004 173,524 209,528

Fortunet e-Commerce Group Limited
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RASENZ P HA B R 3R 5 BT EE

SEGMENT REPORTING (CONTINUED) 4

(b)

Reconciliations of reportable segment

assets and liabilities

7B E ()

(Expressed in RMB unless otherwise indicated)

(BRBEHI - UARBTIR)

(b) EOBEERBBENHER

At 30 June | At 31 December
2017 2016
R-ZE—tF RIZE—RF
AA=+8 | tZA=1T—H
RMB’000 RMB’000
AR¥T ARBTIT
Assets EE
Reportable segment assets ASREDHEE 357,480 405,360
Assets classified as held-for-sale 938 &#{E Wizéi% - 70,398
Unallocated head office and ROBBH R G EE
corporate assets 368,616 302,961
Elimination of receivables T aB Ko b E A Ep
between segments, and 2 T FE MR IE A 3K 8
segments and head office (49,832) (44,882)
Consolidated total assets IEREE 676,264 733,837
Liabilities aE
Reportable segment liabilities AHRED AL 44,709 209,528
Bank and other loans RITREMEK - 195,665
Secured notes BERRE - 141,161
Convertible bonds AR B 25 88,100 115,976
Unallocated head office and ROMBH R ARAE
corporate liabilities 14,003 29,776
Elimination of payables BN E KRB AR
between segments, and 2 RIS SRIA A K 8
segments and head office (49,832) (44,882)
Consolidated total liabilities N Y=L 96,980 647,224
ERFEEEERAF T tFHHRE
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(Expressed in RMB unless otherwise indicated)
(BRBEHBAND - LARKTITR)

5 OTHER INCOME 5 Hibug s
Six months ended 30 June

BZEAA=1THIEAREA
2017 2016
—E—+t5F —E—RF
RMB’000 RMB’000
ARET T ARETIT

Net (loss)/gain on disposal of HEWE - BE REHBER

property, plant and equipment SEAFIELHEEER

and assets and liabilities BEZ (BB), W= FE

classified as held-for-sale (2,360) 19,457
Government grants TR # B 1,171 385
Others HAth 1,414 473

225 20,315
6 IMPAIRMENT LOSSES/(REVERSAL OF 6 REESE (BERESER)
IMPAIRMENT LOSSES)
Six months ended 30 June
BZAA=1THIEAREA
2017 2016
—E—+5F —E—RF
RMB’000 RMB’000
AR¥T R ARETIT
Impairment losses on property, VI - RS KR

plant and equipment ZREEE - 9,662
Reversal of impairment losses B 5 & H A WG IR R RIE

on trade and other receivables EsiEREE (f72F 16(b))

(Note 16(b)) (5,715) (25,292)
Impairment losses on goodwill (Note 14) FEREREE (H1:E 14) 14,844 —
Impairment losses on assets DERRHEHE C EERNRBERERE

classified as held-for-sale - 1,409

9,129 (14,221)
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PROFIT/(LOSS) BEFORE TAXATION

Profit/(loss) before taxation is arrived at after

charging/(crediting):

AEBEZPHRBRERTE
(Expressed in RMB unless otherwise indicated)

(BRBEHI - UARBTIR)

7 BBADEFR(BE)

BRBLATR R (BB &k, (Gt A) W8 IBEE
2

Six months ended 30 June

BEANA=1HIEANEA

2017 2016
—E—+t5F —EREF
RMB’000 RMB’000
ARET T ARETIT
(a) Finance (income)/costs: (@) @& (&) A
Interest on bank and other loans RITREMERFS 5,324 8,638
Finance charges on BEARBYKER
secured notes 883 9,436
Finance charges on convertible AMRESMEER (Mit22)
bonds (Note 22) 5,824 5,314
12,031 23,388
Net foreign exchange loss HNE E5 18 2R 6,340 1,641
Gain on redemption of secured BELOAEHEE 2 W
notes (Note 21) (Hiz£21) (1,228) —
Changes in fair value on the ARRRESHTE T A D
derivative components of NEES) (f7£22)
convertible bonds (Note 22) (26,504) (1,249)
(9,361) 23,780
Six months ended 30 June
BZEAA=1THIEAREA
2017 2016
—E—t%F| T A
RMB’000 RMB’000
ARET T ARETIT
(b) Staff costs: (b) EIp:
Salaries, wages and other benefits Fe » TEREMEF 23,118 27,328
Contributions to defined MR HRGRIRET 8] (R
contribution retirement plans 1,428 2,072
Equity-settled share-based B AR R A
payment expenses ISR (Ffat 25(c)
(Note 25(c)) 20,421 =
44,967 29,400
ERFEEEERAF T tFHHRE 27
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(Expressed in RMB unless otherwise indicated)
(BRBEHBAND - LARKTITR)
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PROFIT/(LOSS) BEFORE TAXATION 7 BBADER(EE) ()
(CONTINUED)
Six months ended 30 June
BZEARA=1THLXEAR
2017 2016
—E—+t& —E—REF
RMB’000 RMB’000
AR¥ET T ARBTT
(c) Otheritems: (c) HMEH :
Cost of inventories (Note 15(b)) TERRA (et 150b)) 128,514 223,110
Depreciation and amortisation P18 M o 9,980 13,996
Operating lease charges in BRAMENKEHEERR
respect of properties 5,792 4,076
GAIN ON DISPOSAL OF SUBSIDIARIES 8 HEMEQRAWE
On 28 April 2017, the Group disposed of the entire REZZE—+tFMA=ZF+N\H A&EER—FBE=H
equity interests in Chang Feng Holding (Hong HEGLZER(H8)BRAR([GERE ) REK
Kong) Limited (“Chang Feng Hong Kong”) and its BAR(SAEAIGESE ) MWEHKRE REA
subsidiaries (together the “Chang Feng Group”) 5,000 T (XIERAREE4,0007T) - RZE—tF
to a third party for a consideration of HK$5,000 MAZ+N\R GESEEEFENEEEAAR
(equivalent to approximately RMB4,000). The #141,491,0007C ° At - AEERBE=ZZ—+F
carrying value of the net liabilities of the Chang NAZ=ZTHIEAEAEREEHEB AR Ka AR
Feng Group as at 28 April 2017 amounted to 141,495,000 7T °
RMB141,491,000. Accordingly, the Group
recognised a gain on disposal of subsidiaries of
RMB141,495,000 during the six months ended 30
June 2017.
INCOME TAX 9 FREM
Six months ended 30 June
BEASA=1THIEAEA
2017 2016
—E—tHF —EREF
RMB’000 RMB’000
AR%T T ARET T
Current taxation B EAT 18 - 908
Deferred taxation (Note 24) BIETR IR (7t 24) 15,904 (9,739)
15,904 (8,831)

Interim Report 2017
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INCOME TAX (CONTINUED)

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 2017 (six months ended 30 June
2016: 16.5%).

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

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 2017 (six months ended 30 June 2016: 25%).

EARNINGS/(LOSS) PER SHARE
(a) Basic earnings/(loss) per share

The basic earnings per share for the six months
ended 30 June 2017 is calculated based on
the profit attributable to the equity shareholders
of the Company of RMB86,191,000 (six
months ended 30 June 2016: loss attributable
to the equity shareholders of the Company
of RMB6,136,000) and the weighted average
number of ordinary shares of 1,818,945,000
(six months ended 30 June 2016:
1,5632,727,000 ordinary shares) in issue during
the interim period, calculated as follows:

10

KRB ISR S MR

(Expressed in RMB unless otherwise indicated)
(BRBEHBEN - LARKTIR)

Frig®i (%)

AR EREABEFMX LN AEERBRARREE
—E—tFANA=ZTHIENEAABIZ16.5% (HEZ
T—RNFERNAZTHLIEARBEA  16.5%) KT R 844
EBFER ©

ARARAEEDFIRRERE REBR AT
MARSZH B AR - RIFES B EMAZERAR
AIROER - BABMTRMAEH

REBH R E T REEE) 5 M 0B A 77
BE-—ZT—LEAA=+ALEABARR25% (BE
—EXEAASTEIEAEA  25%) BB EHM
B TS B o

BREF(BE)
(a) EBREXEF(FHE)

W E_T—+FNA=THIEAER B
BEARBRIEA QR SRR BRI ARE
86,191,000 (B E T — A~ F XA =1H
WEARER : RARERREERGEEARK
6,136,000 7T) & A HAHARI A B 3617 & AR hnige
F15201,818,945,000 [ (B E=—F—/"F /< H
=+B8 AR ¢ 1,532,727,000 % @A) 51
HF -

SEESFBEEAERLA —F-LFRHES

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

10 EARNINGS/(LOSS) PER SHARE
(CONTINUED)

10 ERER(BE) (&)

(a) Basic earnings/(loss) per share (continued) (a)

Weighted average number of ordinary shares:

BREAEF,(BE) (&)

E BRI

Six months ended 30 June

BEAA=1THIENEA

2017 2016
—E—tF —E—RF
’000 000
F B T A%
Issued ordinary shares R—A—BE#THEER
at 1 January 1,671,615 1,532,727
Effect of shares issued BETROMNTZE
(Note 25(b)) (K1t 25(0)) 147,330 -
Weighted average number of RANA=1+ AT @R INETSEE
ordinary shares at 30 June 1,818,945 1,632,727
(b) Diluted earnings/(loss) per share (b) EREHFRA (EE)

The diluted earnings per share for the six
months ended 30 June 2017 is calculated
based on the profit attributable to equity
shareholders of the Company (diluted) of
RMB62,786,000 and the weighted average
number of ordinary shares (diluted) of
1,883,521,000, calculated as follows:

Fortunet e-Commerce Group Limited Interim Report 2017
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(BRBEFHBI  AARBEIIR)

10 EARNINGS/(LOSS) PER SHARE
(CONTINUED)

Diluted earnings/(loss) per share
(continued)

(b)

(i) Profit attributable to the equity
shareholders of the Company

10 ERER(BE) (&)

(b)

U]

SREBERR(BE) (&

)

AT R RES RN (858)

(diluted)
Six months ended
30 June 2017
BE-_Z—+F
~A=+H
WER@EA
RMB’000
AR¥ET T
Profit attributable to the equity AN E) R R R s
shareholders of the Company 86,191
After tax effect of effective AMRESFEETSEREFER
interest and exchange R ERE e Bg e
differences on the liability
component of convertible bonds 4,246
After tax effect of changes in fair TWHXTE%’%?injB ) E R A TE
value recognised and exchange SYREHZH o HRTE
differences on the derivative
components of convertible
bonds (27,651)
Profit attributable to the AR RIS R EERT (E5E)
equity shareholders
of the Company (diluted) 62,786
ERSHEEFRAE —E—tFHEHRE

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

10 EARNINGS/(LOSS) PER SHARE 10 SRERN (EE) (&)
(CONTINUED)
(b) Diluted earnings/(loss) per share (b) BEREEEF (EHE)(E)

(continued)

(i) Weighted average number of
ordinary shares (diluted)

(m

BERRMEFIH (HE)

Six months ended
30 June 2017
BE-_Z—+F
~A=+H
1IEX1EA
’000
F i
Weighted average number of RN A =Bz EmprnniE T
ordinary shares at 30 June 1,818,945
Effect of conversion of HRABRRES 2 o2
convertible bonds 64,576
Weighted average number RNA =18 2 E@mhnsE
of ordinary shares (diluted) 8 (EE)
at 30 June 1,883,521

There were no dilutive potential shares
outstanding during the six months ended
30 June 2016.

The Group’s share options granted could
potentially dilute basic earnings/(loss) per
share in the future, but were not included
in the calculation of diluted earnings per
share because they are antidilutive during
the six months ended 30 June 2017.
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RCEZ PR BREMT

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

11  PROPERTY, PLANT AND EQUIPMENT 11 9% - BERRE
Motor
Machinery vehicles
Plant and and and other
buildings equipment equipment Total
RER
BERET  HRRRE Hi R st
RMB’000 RMB’000 RMB’000 RMB’000

AREBFT ARETT ARETT ARETR
Cost: BN
At 1 January 2016 RZZE—RF—A—H 78,735 213,983 18,641 311,359
Additions NE 211 10,005 785 11,001
Disposals ol - (27,632) (35) (27,667)
At 31 December 2016 RZZE—AR"E+-_A=+—H 78,946 196,356 19,391 294,693
Accumulated ZFHTERRIE !
depreciation
and impairment:
At 1 January 2016 R_Z—R"F—H—H (46,925) (150,062) (4,844) (201,831)
Charge for the year FAZ (2,808) (10,183) (4,647) (17,638)
Impairment losses REEE (4,504) (8,891) (351) (13,746)
Written back on disposals (! & #[al = 21,484 8 21,492
At 31 December 2016 ~ R-Z—A~"E+_-_A=+—H (54,237) (147,652) (9,834) (211,723)
Carrying amount: BRME(E :
At 31 December 2016 RZZE—R"F+-A=+—H 24,709 48,704 9,557 82,970
EESHERERAT I tERHRE
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(Expressed in RMB unless otherwise indicated)
(BRBEHBAND - LARKTITR)

11  PROPERTY, PLANT AND EQUIPMENT 11 9% BERRE(E)
(CONTINUED)
Motor
Machinery vehicles
Plant and and and other
buildings equipment  equipment Total
HER
BEREF  HBERRE HAit% met
RMB’000 RMB’000 RMB’000 RMB’000
AR¥TT AR%¥TR AR%BTR AR®BTR
Cost: B
At 1 January 2017 RZE—tF—A—H 78,946 196,356 19,391 294,693
Additions NE 1,969 302 3,341 5,612
Disposals HE - - (8,161) (8,161)
Decrease from disposal & HEB A &4
of subsidiaries (77,926) (196,658) (5,164) (279,748)
At 30 June 2017 RZZ—+FA=1H 2,989 - 9,407 12,396
Accumulated REMERRIE :
depreciation
and impairment:
At 1 January 2017 RZE—tF—HF—H (54,237) (147,652) (9,834) (211,723)
Charge for the period HAZ (744) (2,830) (1,482) (5,056)
Written back on disposals i &#m] - - 5,552 5,552
Decrease from disposal ~ HEHB AR
of subsidiaries 53,809 150,482 3,443 207,734
At 30 June 2017 RZE—tF~A=+H (1,172) - (2,321) (3,493)
Carrying amount: IREE !
At 30 June 2017 RZE—+FA=+H 1,817 - 7,086 8,903

At 30 June 2017, RMBNIl (31 December 2016:
RMB75,316,000) of the Group’s property, plant
and equipment were pledged as securities for an
on-going litigation where certain subsidiaries of the
Group are being sued for repayment of an overdued
loan payable to a third party. These subsidiaries,
together with the pledged property, plant and
equipment and related litigation, have been disposed
of during the current period (see Note 8).
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12 LEASE PREPAYMENTS

KRB ISR S MR

(Expressed in RMB unless otherwise indicated)
(BRBEHBEN - LARKTIR)

12 FENHEERE

RMB’000
ARBTIT
Cost: AR :
At 1 January 2016 and 31 December 2016 R=FE—XRF—HA—BK
—E—RFt+=-A=+—H 13,826
Accumulated amortisation and ZET B RIRE ¢
impairment:
At 1 January 2016 RZZE—X"F—H—H (2,085)
Charge for the year FRZ W 277)
At 31 December 2016 RZE—RFE+ZA=+—H (2,342)
Carrying amount: BRMEE :
At 31 December 2016 R_E—RFT_A=+—H 11,484
RMB’000
ARETTT
Cost: AN :
At 1 January 2017 R=ZZF—+F—H—H 13,826
Decrease from disposal of subsidiaries S B A FlR (13,826)
At 30 June 2017 RZZE—tF-A=+H -
Accumulated amortisation and R EHERAAE ¢
impairment:
At 1 January 2017 RZE—tF—H—H (2,342)
Charge for the period BRI (91)
Decrease from disposal of subsidiaries HENBARRD 2,433
At 30 June 2017 RZZE—tFA=TH -
Carrying amount: BREE :
At 30 June 2017 RZZE—tFA=TH -
At 30 June At 31 December
2017 2016
R=F—+tF RZE—RF
ANA=tH | t=—A=+—8H
RMB’000 RMB’000
AR¥T T ARETIT
Represented by: 15 :
Non-current portion JEmENEB - 11,207
Current portion meEhE s - 277
- 11,484
ERFEEEERAF T tFHHRE
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(Expressed in RMB unless othervv\se indicated)
(BRBEHBAND - LARKTITR)

12 LEASE PREPAYMENTS (CONTINUED)

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

At 30 June 2017, RMBNiIl (31 December 2016:
RMB11,484,000) of the Group’s lease prepayments
were pledged as securities for an on-going litigation
where certain subsidiaries of the Group are being
sued for repayment of an overdued loan payable to
a third party. These subsidiaries, together with the
pledged lease prepayments and related litigation,
have been disposed of during the current period (see
Note 8).

13 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
income right obtained in 2016 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.

12 BANHEERE(E)

BANEERERASERUNTEZEE L
ML AR

RZZE—tFNA=1TH ' BAREBZT(ZZT—X
F+ZA=+—H : AR 11,484,0007T) WAL E
FETENRERW I EEETAFRALD R AIRRR -
RFRFASEESETHBARRALINTFTE=FH
BEE BRI - ZZEHBARERD K
AN EFIEARAERAERERNEE (R T
8) o

13 BREEE

B EEREASENE T 7T A www.CCIGMALL.
com ' NASER T —AFHEBWE—BEFIE
My RRZE—AFESN A —BWEMEREH
BTERIHETYE  BREZT e HBEEYEHEE bk
B A RSB R BEF o

14 GOODWILL 14 B8
RMB’000
ARET T
Cost: RN :
At 1 January 2016, 31 December 2016, RN-ZT—RF—H— EI _E—/‘_\E
1 January 2017 and 30 June 2017 +—A=+—H" —tF—HA—H
rZZT—+FRA= +E| 61,013
Accumulated impairment losses: ZEHRERSSE :
At 1 January 2016 and 31 December 2016 RZZFE—XRF—H—BK
—E—RFt+-_A=+—H -
Impairment losses WIEEE (14,844)
At 30 June 2017 RZE—tFA=1+H (14,844)
Carrying amount: BRMEE :
At 30 June 2017 RZZT—+FA=+H 46,169
At 31 December 2016 RIZ—RE+TA=+—8 61,013

Fortunet e-Commerce Group Limited Interim Report 2017
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GOODWILL (CONTINUED)

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 35% to 60% (31 December 2016: 65% to
392%), which are based on the Group’s experience
and future business plans for this business and
adjusted for other factors that are specific to the
E-commerce CGU. Cash flows beyond the five-year
period are extrapolated using a 3% (31 December
2016: 3%) long-term growth rate, which is based
on the relevant industry growth forecasts. The cash
flows are discounted using a discount rate of 29.7%
(81 December 2016: 32.4%).The discount rate used
is pre-tax and reflects specific risks relating to the
E-commerce CGU.

Impairment loss of RMB14,844,000 has been
recognised during the six months ended 30 June
2017 as the E-commerce CGU has been reduced
to its recoverable amount, as the actual business
growth of the E-commerce business for the
six months ended 30 June 2017 was less than
expected. Any adverse change in the assumptions
used in the calculation of recoverable amount would
result in further impairment losses.

14

KRB ISR S MR

(Expressed in RMB unless otherwise indicated)
(BRBEHBEN - LARKTIR)

BE (|

R-ZE—RAF=A-1+HH AEEUKRBARE
76,392,000 7L B Century Network Holding Limited
([Century Network|) 51%R%# - B & K AN B
FIEER BRI EEFENA T FENEZEEARK
momowﬁﬁﬁﬁﬁ@& 3 EZZ Century Network

ETEEERK(E BIRGEASNMN]) -
ETRHERSEEEMNMN LS EREERE

BEFFEMET - ZerEEAReRERA (ERHER
NAESRERETFH2UBEE) - ZFH 2N
SEAFEBABNE0%(ZE—XRF+_A=1+—
H : 65% £ 392%) M FIBRE - HUAREE A #HZ
BHEBREBRRRREBEAER  WHEFE
BRSEABUSEENHMEARELRAE - BLHA
FHZRSRENERAIW( ZE—RF+=A=1+—

'3%)§Hﬁi§“??&|%ﬁ IR R T E RN AEBETTE
i'%fﬁ Bl e IBEREHA29.7% (ZE—XRF+=_H
=1+ —H :32.4%) WITE RN o A 2 HTIFE

RUARREEEFHEREEASN AT
}—ng/\A
BE_ZT—tFNA=+BHIL~ER ETEER

SEEBMER T REFE AR 14,844,000 7T
ERzEAkEE%E  AHE_T—tF A=
BIEANEAEFEEEBTRNERES i-%ﬁw
TEHR + 5B AUk [B] 5 KB AT A B A% AR AR (R 7| 2
1 — FBBURERIE -

SEESFBEEAERLA —F-LFRHES

L
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(BREEHBI - UARKEIIR)

15 INVENTORIES

(a)

(b)

Fortunet e-Commerce Group Limited

15 #&
Inventories in the consolidated statement (a) RESHBERRENEFEERRE
of financial position comprise:
At 30 June | At 31 December
2017 2016
R-Z—+t&F RIZE—RF
AA=+RH | T=ZA=+—H
RMB’000 RMB’000
AR%ET T ARBTIT
Raw materials [FEA - 38,557
Work in progress EER - 5,092
Finished goods Bk - 30,042
Merchandises for trading R B 1,853 3,598
1,853 77,289
Less: write-down of inventories B R EMOR - (48,030)
1,853 29,259
The analysis of the amount of inventories (b) BERABRIRTAGEEZEREMEZAERER
recognised as an expense and included WEESHEIMWT :
in the consolidated statement of profit or
loss and other comprehensive income is
as follows:
Six months ended 30 June
BEZA<A=1THLAEA
2017 2016
—E—tF —E—RF
RMB’000 RMB’000
AR¥ET T ARETIT
Carrying amount of EHEFENREEB
inventories sold 120,774 223,731
Write-down/(reversal of FEMOR, (MR E)
write-down) of inventories 7,740 (621)
128,514 223,110

Interim Report 2017
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16 TRADE AND OTHER RECEIVABLES

(Expressed in RMB unless otherwise indicated)
(BRBBHBEN - LARKTIR)

16 EZRHEMEWRE

At 30 June | At 31 December
2017 2016
R=-B—+t&F R-ZT—RF
RA=+H | t=ZA=1+—H
RMB’000 RMB’000
AR¥ET T ARET T
Trade receivables =) e 4,185 300,540
Bills receivables FEE - 25,990
4,185 326,530
Less: allowance for doubtful debts B REREE (3,399) (276,533)
786 49,997
Prepayments, deposits and other TEFRIE - e REAEWGRIA
receivables:
— Advances to suppliers — TR 2 B 495 74,088
— Value added tax refundable — AR A E T 4,890 5,293
— Proceeds receivable for — TR D B PTIS SR IE
issuance of shares - 246,352
— Loan to a third party —RE=FER 49,605 =
— Others —HAth 45,435 71,420
100,425 397,153
Less: allowance for doubtful debts B REREE S (40,130) (131,777)
60,295 265,376
61,081 316,378

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.

(e %k

=N

SEESBEEERAA

FT B B 5 K EL Al R WSR (MR R AR ) TR —
FRAKREHERFFAX - RELEAKREETHE
EBNEZRYGIAMS - AP SAERER
P %520

2L FhEmRE

=
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40

16 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:

B85 &k HEMEWEE (&)

(a)

SRR 7 T

RBERR - SHAE S REMBEYKRIAZE S
FEYRIR M B R IE (IR R E) ERER
B MR TSI T -

At 30 June | At 31 December

2017 2016

R-Z—+t&F RIE—RF

AA=+R8 | tZA=1+—H

RMB’000 RMB’000

AR%T T ARET T

Within 3 months =EAR 22 29,314
Over 3 months but within BB =18 B RN EA

6 months - 19,816

Over 6 months R iE 7~ & A 764 867

786 49,997

At 30 June 2017, trade and bills receivables of
RMBNIl (31 December 2016: RMB19,920,000)
have been pledged to secure the Group’s
short-term bank and other loans.

Fortunet e-Commerce Group Limited Interim Report 2017

RZE—+FA=1+H BFEWRFIENE
WEBARBZSL(ZE—XR"E+_A=1+—
B : AR#¥19,920,0007t) ERIFIEAEEAEE
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16 TRADE AND OTHER RECEIVABLES

Notes to the Unaudited Interim Financial Report - .

(CONTINUED)

(b)

Impairment of trade and other receivables (b)

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

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

KRB IR S MR

(Expressed in RMB unless otherwise indicated)
(BRBBHBEN - LARKTIR)

16 EZRHAMmEWRKE (&)

B2 Rk H B IRRE

BRAE 5 I H At FE MR IR O R (5 182 i R 3
AR - EARERBKERIANEEE K
AlBRSN - BRI REBREREE S RHE
e P& KUK IR P i SH o

B FRRREBHENZESHINT
Six months Year ended
ended 30 June 31 December
2017 2016

BE-Z2—+1& | 22T —F
ANA=+H | t=—A=+—H

1EAMEA IEFE
RMB’000 RMB’000

AR®TR ARBET T

At 1 January Rn—H—H 408,310 390,061
(Reversal of impairment losses)/  (BEUREEIE) R(EEE

impairment losses (Note 6) (HizE6) (5,715) 18,249
Uncollectible amounts written off 7~ aJ U [B] 4 8 (77) =
Decrease from disposal of HEMRB AT

subsidiaries (358,989) -
At 30 June/31 December WAA=+H/+=A=+—8 43,529 408,310

At 30 June 2017, trade and other receivables
of RMB43,529,000 (31 December 2016:
RMB408,310,000) were individually determined
to be impaired. The individually impaired
receivables related to customers and
debtors that were in financial difficulties and
management assessed that these receivables
are irrecoverable. The Group does not hold any
collateral over these balances.

R-E—tEXA=1tH EZREMEK
FRIE A R#E 43,529,000t ( —FE—"F+_—A
=+—H : AR¥ 408,310,000 7T ) 1& 5 Z E
18 o {E RN B A & U 5k T8 B 1 3R B 75 TR B A 2=
FREBABBEEREE M  ZERWGIE
AT E] o ANER B0 48 3L 5% 5 A e A (RT3
e o

SEESFBEEAERLA T LFRHES
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(Expressed in RMB unless otherwise indicated)
(BRBEFHBIN  AARBEIIR)

17 ASSETS CLASSIFIED AS HELD-FOR-SALE

TERBFLEZEE

At 30 June | At 31 December

2017 2016

R-B—+t&F R-ZT—RF

RAA=+H | t=ZA=+—H

RMB’000 RMB’000

AR¥ET T ARETTT

Property, plant and equipment M - BB NRE - 49,572
Lease prepayments A EFIE - 20,826
- 70,398

The balance of assets classified as held-for-sale as
at 31 December 2016 was related to the Chang
Feng Group which has been disposed of during the
current period (see Note 8).

RIB—RE+_A=T—"BNBRARELEEE
ZEHRERHEESSEER (RMES) -

18 CASH AND CASH EQUIVALENTS HeRBEEZEER
At 30 June | At 31 December
2017 2016
R=B—+t&F RIZE—RF
RAA=+H | t=ZA=+—H
RMB’000 RMB’000
AR¥ET T ARETTT
Cash at bank and on hand IRITRFHERE 506,454 90,002

The Group’s operations in the PRC (excluding Hong
Kong) conduct their businesses in RMB. RMB is
not a freely convertible currency and the remittance
of funds out of the PRC (excluding Hong Kong) is
subject to the exchange restrictions imposed by the
PRC government.

Fortunet e-Commerce Group Limited Interim Report 2017
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19 TRADE AND OTHER PAYABLES

KRB ISR S MR

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

19 EBZRHEMEMNKE

At 30 June | At 31 December
2017 2016
R=-Z—+tF RIZE—RF
AA=t+RH | TZA=+—H
RMB’000 RMB’000
ARBT T ARBTIT
Trade payables B ST EkIE 66 23,431
Payables for staff related costs 8 TR AN FE S Z08 3,270 10,070
Payables for construction EEREEYE  BER
and purchase of property, AR FRIE
plant and equipment - 2,616
Payables for miscellaneous taxes AREZEL R 6 4,160
Interest payables FERTAILE - 13,996
Others HAth 2,732 44,529
6,008 75,371
Financial liabilities measured HEHEK AT ENSRBE
at amortised cost 6,074 98,802
Deposits received in connection HESEARKIELEEE
with disposals of assets classified WE B iz &
as held-for-sale - 54,226
Advances received from customers B PR 172 4,818
Provision for warranties RIEREE - 1,665
6,246 159,511

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 payables included in trade and other

REBERRK

payables, based on the invoice date, is as follows:

FIBE S MEMENFKIBEERN —FREEXER
RSWASIREZLEE -

FAE S MEMENFRCE S RN
FORENHZHHRRE ST

At 30 June | At 31 December
2017 2016
R-ZB—+F R-ZT—RF
ARA=+H | TZHA=1T—H
RMB’000 RMB’000
ARETR AREFIT
Within 3 months =@EAR 45 2,824
3 to 6 months =z ,NEA - 651
Over 6 months HBiEsNEA 21 19,956
66 28 A8
ERSBHEEERLE T tEFHRE

&
=
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(Expressed in RMB unless otherwise indicated)
(BRBEFHBIN  AARBEIIR)

20 BANK AND OTHER LOANS

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

20 SHITRHMER

FEEERRITREAMERIFWT :

At 30 June | At 31 December
2017 2016
R=B—+t& R-ZT— N
ANA=t+H | TZA=+—H
RMB’000 RMB’000
AR¥ET T ARBT T
Bank loans: HRITER
— Secured by land use rights — RSB TR R
and property, plant and Y% - BRE KRB IEEA
equipment of the Group - 52,400
Other loans from third parties: REB=FHEMER
— Guaranteed by subsidiaries — AL BB R aR AR
of the Group - 42,860
— Secured by bills receivables — A B RN ERE AR
of the Group - 19,920
— Unguaranteed and unsecured ~ — (R I S - 52,935
- 115,715
- 168,115
Add: Current portion of long-term Al : R EIERTT M HABE K
bank and other loans wIBNERER 5 (K77 20b))
(Note 20(b)) - 27,550
- 195,665
(b) The Group’s long-term bank and other (b) FEERMBITREMERSFOT

loans are analysed as follows:

At 30 June | At 31 December
2017 2016
R=B—+t& RZZ—RF
~NA=t+HB | TZA=+—H
RMB’000 RMB’000
AREET T AREFIT
Bank loan: RITEN
— Guaranteed by a third party —HEBE=FER - 15,000
Other loan from a third party: REFE=FZEHMER
— Guaranteed by a subsidiary — BAEEMEARER
of the Group - 12,550
- 27,550
Less: Current portion of long-term J& : KERIRIT R EME
bank and other loans K BNERER 5 (K7t 20(a))
(Note 20(a)) - (27,550)

Fortunet e-Commerce Group Limited Interim Report 2017
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20 BANK AND OTHER LOANS (CONTINUED)

21

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

KRB ISR S MR

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

20 SRITRHEMERR(K)

(0 THEEMERHREBRZEEECERES
AREEEIRT MEMERZ ERF

At 30 June | At 31 December
2017 2016
R=Z—+t& R-ZT—RF
ANA=+H | t=ZA=+—H
RMB’000 RMB’000
ARETT ARBT T

Property, plant and YIE - RE MR (B2 11)
equipment (Note 11) - 75,316
Lease prepayments (Note 12) TR ERIE (fF12) - 11,484

Trade and bills receivables B 5 WA R ER R

(Note 16(a)) (Hit 16(a) - 19,920
Pledged bank deposits BEIRIRITIFHK - 428
- 107,148

(d) As at 30 June 2017, the Group’s banking
facilities amounted to RMBNil (31 December
2016: RMB52,400,000) were utilised to
the extent of RMBNIl (31 December 2016:
RMB52,400,000).

SECURED NOTES

On 3 June 2015, the Company issued secured
notes (the “Notes”) with an aggregate face value
of USD20,000,000 (equivalent to approximately
RMB122,352,000) to Chance Talent Management
Limited (“Chance Talent”), a third party. The Notes
bear interest at 13% per annum, payable semi-
annually, with maturity date on 3 June 2017. The
Notes and the convertible bonds issued on 3 June
2015 (See Note 22) are secured by 505,581,818
ordinary shares (the “Pledged Shares”) in the
Company owned by Century Investment (Holding)
Limited (“Century Investment”), an equity shareholder
of the Company.

On 18 January 2017, the Group has redeemed
all of the Notes. The difference between the
redemption value and the carrying amount of the
Notes amounted to RMB1,228,000 has been
recognised as a gain on redemption of the Notes in
the current period (see Note 7). On 15 March 2017,
396,238,156 ordinary shares of the Pledged Shares
have been released.

21

d R-ZZTE—+tFEA=1+H KEEBERET
REBEEEARBZ L(ZE—XR"F+=A
=+—H: AR#¥52,400,0007T) ESEAR
MET(—E—RFE+-_A=+—8: AR¥K
52,400,000 7T) ©

FEARE

RZE—RAFANA=ZH ARAIEMR—ZFE=
75 Chance Talent Management Limited ([ Chance
Talent]) % 17 I 1A 42 %8 /3 20,000,000 3% 7T (41 F R
AR #122,352,00070) BB EB ([ EE ) - F
BIEFEMEA%FE  BFEFRE—R ' WK
T—+FNA=ZHEH RZE—RAFH=HE
TZEBERTBRES (RHE22) AR RERR
B Century Investment (Holding) Limited ([ Century
Investment]) # B A X 7] Z 505,681,818 i% & & Ak
(TEEFRG ) (ERIER -

RZEB—+F—H+=0 A&EECEBLORAEE
% - ZREREAERAE = ARK1,228,000
TEERAERNAHRERZEE 2 e (RWFE7) o B
—T—t+F=A+HH  BEFRH 2 396,238,156
% AR B AR R o

SEESFBEEAERLA —F-LFRHES

&
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(Expressed in RMB unless otherwise indicated)
(BRBEHBAND - LARKTIR)

22 CONVERTIBLE BONDS

The Group’s convertible bonds are analysed as

22 TBRES

REEABRBEZSTT -

follows:
Liability Derivative
components components Total
8EPBS TEIAEHSD #Er
RMB’000 RMB’000 RMB’000
ARETT AR¥ETT ARETT
At 1 January 2016 R=E—X~F—H—H 59,428 20,981 80,409
Accrued finance charges for the year N4 & fETE1 75 E A 12,166 - 12,166
Interest paid BIFE (8,738) = (8,738)
Exchange adjustments & H A 4,179 1,374 5,553
Fair value changes on the derivative  $74 T EZHAF(EEZE)
components - 26,586 26,586
At 31 December 2016 and R-_T—RFE+-_A=+—H
1 January 2017 F—F—tF—HA—H 67,035 48,941 115,976
Accrued finance charges for AEEEET T EE A
the period (Note 7(a)) (H1iZ 7(a) 5,824 - 5,824
Interest paid ERFE (@47 = (4,471)
Exchange adjustments bE H A (1,578) (1,147) (2,725)
Fair value changes on the derivative $74 T A ZH A F(EE S
components (Note 7(a)) (H1iZ 7(a) - (26,504) (26,504)
At 30 June 2017 RZZF—tFNA=+H 66,810 21,290 88,100

Fortunet e-Commerce Group Limited

On 8 June 2015, the Company has issued two
secured convertible bonds with face value of
USD6,000,000 (equivalent to approximately
RMB36,706,000) (“CB1”) and USD4,000,000
(equivalent to approximately RMB24,470,000)
(“CB2”) 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 21)
are secured by the Pledged Shares.

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.

Interim Report 2017

R=-ZT—RF/A=H ' NXABE R Chance Talent
TN EE D Bl 46,000,000 7T (HZE R AR
36,706,000 70) B IR AT AR E 5 ([ ATk &S — )
54,000,000 £ Tt (HZER A R % 24,470,000 7T ) B
AT EH (AT AR EE = ) - S D ARk
BEEERERNR1B% A B ER T \FRA=Z
HEIER - AR fES— » AlARES - REE (RK
FE21) LAE IR AR (D 1EHEAR -

REEITZZ A RMESZ » Chance TalentA] 5 =%
—ANFEANAZBE_ZT—-N\F A =ZHEMRREIE
AR (D 1.06/5 TS AT IR ESH —EBIR AR AR L E
A% (BRI ) RIZ S RRAR1D 1.5078 Tois AT AR fE 5 —
R AR N F) T B (BDIRREHE) - MR DA
PTESB T AWE T ALRERBERARTRRES
L EER o
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(Expressed in RMB unless otherwise indicated)
(BRBBHBEN - LARKTIR)

CONVERTIBLE BONDS (CONTINUED) 22 TARRKRES (E)
The Group’s convertible bonds are subject to the REBMAMKRESSESTLAGENZEER
fulfilment of covenants as stipulated in the bond iR - RZFE—A"F+_A=+—8 - ZIKElrﬁ
instruments. At 31 December 2016, the Group has REITH TR 5 R A= AR5 - Bt eIk
not fulfilled certain of the financial and operational EAALEREERYEACSHAaBE R —+
related covenants, and accordingly, the convertible ifﬁf‘f’tﬁ AREE K Chance Talent B 25X 73
bonds have become repayable on demand and % ' HEdChance TalentRE TR REEHA=-F
have been classified as short-term liabilities. On 27 —/\E/\ﬁ Bz alA Ll EEmESER
February 2017, the Group and Chance Talent have
reached an agreement, where Chance Talent agreed
not to demand payment as a consequence of the
above matters before the original maturity date of 3
June 2018.
On 15 March 2017, 396,238,156 ordinary shares of RZT—tF=A+HH - BERH 2 396,238,156 %
the Pledged Shares have been released (see Note WRAR D ERG (RMisE21) » Bt - AR ES—
21), and accordingly, CB1 and CB2 are secured by KAl {E %4 — LA Century Investment#A AR 7
109,343,662 ordinary shares in the Company owned 109,343,662 I & @ AL (ER I -
by Century Investment.
PROVISIONS 23 BB
Provisions for financial guarantee contracts issued: FEE BB TSR (R B KBS
RMB’000
ARBFT
At 1 January 2016 R=E—X~F—H—H -
Additional provisions made {E BB/ NE {5 30,965
At 31 December 2016 and 1 January 2017 R-T—RE+-_A=+—H
N_F—tF—H—H 30,965
Decrease from disposal of subsidiaries k== D) E=RNT b RS (30,965)
At 30 June 2017 RZZE—+FA=1H -
ERSHEEERAE —E—tFREHRE

47



A Notes to the Unaudited Interim Financial Report

48

| ORASEL P R AR A B

(Expressed in RMB unless othervv\se indicated)
(BRBEHBAND - LARKTIR)

24 DEFERRED TAX ASSETS AND LIABILITIES

(a) Deferred tax assets and liabilities
recognised:

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

24 EFEEHBEEEREE

(a) CEEREEHHEEEREE:

RFEMBHANKERZEEHBREER AR
o RREA,/ BRZEBFIIAT

follows:
Assets Liabilities
BE afE
Fair value
adjustments
on property,
plant and
equipment,
lease
prepayments
and intangible
Impairment assets and
losses on  subsequent
trade and depreciation
Unused other and
tax losses receivables amortisation Total
L E 1
SESE
ANHEE
RIER &R
BEZRFE
BESK AEUE
KA H At PR HEWE
BEER  ERESE 5% 57 st
RMB’000 RMB’000 RMB’000 RMB’000
ARETTT ARETT ARETT ARETRT
At 1 January 2016 RZE— R F—H—H 26,270 - (5,241) 21,029
Credited to the consolidated FTAGREEENK
statement of profit or loss Hibh 2 ElmE
and other comprehensive
income 14,234 9,983 1,295 25,512
At 31 December 2016 NZE—RE+ZA=1+—H 40,504 9,983 (3,946) 46,541
(Charged)/credited to the (K 8),/ Gt ALRE B
consolidated statement of REMEERER
profit or loss and other (#i7#9)
comprehensive income
(Note 9) (16,547) - 643 (15,904)
Decrease from disposal HENRBATIRD
of subsidiaries - - 669 669
At 30 June 2017 RZE—tFA=+H 23,957 9,983 (2,634) 31,306

Fortunet e-Commerce Group Limited Interim Report 2017
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24 DEFERRED TAX ASSETS AND LIABILITIES
(CONTINUED)

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

AREEENL P B S R 5 PR

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

24 EEBBEERSE(E)

(b) HEMBRARABRIANELENEEEREE
RV AR

At 30 June | At 31 December
2017 2016
R=T—+t& R-ZT—RF
ANA=+H | t=A=+—H
RMB’000 RMB’000
ARETT ARBT T
Deferred tax assets recognised ~ RE&RE BSIR K NERZ
in the consolidated statement BB EE
of financial position 33,940 50,487
Deferred tax liabilities recognised ~ R4RE B SRR NFER Z
in the consolidated statement BIEFIBAE
of financial position (2,634) (3,946)
31,306 46,541

25 CAPITAL, RESERVES AND DIVIDENDS

(@) Dividends

(i)

(i1)

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

The directors of the Company do not
recommend the payment of an interim
dividend for the six months ended 30
June 2017 (six months ended 30 June
2016: RMBNIil).

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

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

25 BA - #ERKRE

(@ K=

(i)

(i)

ENRAREERR ZFHRS

ARFREETEZBRNBE_FT—tF
NA=TBEIEREAZHHBERE (BHE=
Z-—REXRA=THIERER : AR%

i) -

R R E 2 BA R D RARERR
E-BBFERE

KRR ESTEZRNEE T — &
+_ A=+ HULEEFEZRE(ZE—FH
F: AREZT) -

SEESFBEEAERLA T LFRHES

=
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25 CAPITAL, RESERVES AND DIVIDENDS

(b)

25 BA - @EERRE ()

(CONTINUED)
Share capital (b) mB=R
Six months ended Year ended
30 June 2017 31 December 2016
BE-Z—tF BEZZ—F
AA=THIEAER +-A=+—BItFE
No. of shares No. of shares
RBEE Bt E!
’000 RMB’000 '000 RMB’000
TH ARETR T ARETT
Ordinary shares of BREE0IXTZ
USDO0.01 each, issued ~ ZER ' BRTRHARE :
and fully paid:
At 1 January n—A—H 1,671,615 108,209 1,632,727 98,557
Shares issued RE) 151,515 10,404 138,888 9,652
At 30 June/31 December WA A=+H/+=A=1+—H 1,823,130 118,613 1,671,615 108,209

Fortunet e-Commerce Group Limited

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

On 29 December 2016, one placee, namely
Taiping Trustees Limited, subscribed for
138,888,000 shares in the Company.
USD1,389,000 (equivalent to approximately
RMB9,652,000) of the proceeds was credited
to the Company’s share capital. The remaining
proceeds, net of transaction costs, of
USD33,689,000 (equivalent to approximately
RMB234,132,000) were credited to the
Company’s share premium account.

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

Interim Report 2017

RZZE—ARFF+ZA+=H ' ARFH—ZE
EREFTZESHE - Bl - XARRESEB
ZEERELZER1BBTHEREERS
291,218,000 A& I 1D TIBIL AR A ©

RZZE—R"F+ZA=Z+hA —RBEEA
(BIKFEFEERAR)RHE 138,888,000 A A
NAEIRE » FTiSEIE 1,389,000 = 7T (H9ZE R A
R #9,652,0007T) st AR RIHIBR AN o 82 T AT
S EUE (KR SRR ) 33,689,000 7T (4955
RARK 234,132,000 7T) 5F AR A Al YR 5
EEREN

R-ZE—tF—ARAB B—BAREA
(e EZE(BE) BRAR) REAAQ A
151,515,000 f% % 12 = F 15 5K 1 1,515,000
T (HERARM10,404,0007T) Bt AKRR
AR A » R TS RIE(HIBRR SKA)
36,769,0003% 7T (49 F 1 A R # 252,482,000
J0) BEFAAR R RN R EERE ©
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25 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(c)

Equity settled share-based transactions

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

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

Share options were granted with a service
condition. There were no market conditions
associated with the share options granted.

KRB ISR S MR

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

25 BA - @EERRE ()

(c)

ERGEURNRERNRS

ARAHF TR-Z-TFXA-+/\BER
MERERIERT &) Bt AR R E TR ERE
BEBREARE TR 2BEGRBESR - ATA
B SABRERER(BEBLIFNTES)
RARNREE2 AR/ ARNEEIEL LB
HE B ERIFAAED - B - RO - R
BFE - DHBRZFEMALRIETEMNE
PBHEARB AR B E B

R-—ZT—7"%F+ 5 =H 80,000,000 i i
ERIE F R SR T AR ESERAS
EES - BEMATEBRESN AR B HtE
S —FERBRER _TE—hE+A=-HZ
B o B BIRER T A ARER AR 1.41 87T
REANA—REBRBREARDEHLEE -

B DAMT A IR IR IR I - PRIR RO BB A i
ISR -

SEESFBEEAERLA —F-LFRHES

=
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(BRBEFHBIN  AARBEIIR)

25 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(c) Equity settled share-based transactions
(continued)

The number and weighted average exercise
price of share options are as follows:

(c)

25 BA - @EERRE ()

EREEURORERNRS (&)

BRERE Mg FEITERENT -

Six months ended 30 June 2017
BE-—Z—tFxA=1+HIL~EA
Weighted
average Number of
exercise price  share options

IREFIIITREE BRERE

HK$
BT
Outstanding at the beginning REFFIARITHE
of the period 1.41 80,000,000
Forfeited during the period REAA KK 1.41 (5,000,000)
Outstanding at the end of REARARITE
the period 1.41 75,000,000

Exercisable at the end of the period ~ FAHAZRAJ17{s

The share options outstanding at 30 June
2017 had a weighted average exercise price
of HK$1.41 and a weighted average remaining
contractual life of 2.3 years.

26 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS

(@) Financial assets and liabilities measured at
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 2017

R-ZE—+FRNA =+ B RITEABIEA I
W HITEEA1.41 BT NG T INEES A
#IHAA2.34F -

26 SRMTAECAFEFE

(a)

RAPEFECEREERER

AFEER

TREJNNBEPRALEE R L E
MERMITARTE HBBUMBRSE
AIFE 13 A FEFEMATERAFEZR
DREZMBER - RTESHRFAENSHE
REGERMERNZ2BALTERRE
RERETFE - FHIWT -
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26 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.

KRB ISR S MR

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

26 £@MTAECAFEFEE)

() RAVEFEZERMEEREE(E)

NFESER(E)

- E R BRAE-RSK
EVARA S B AR B R
BHBNAEAERENEAT
-

- B-fEE: NRAFE-R2H(H
B —AREIINABEZ28) A
TEREZTABR2UTERT
B TABR2BEEE TSR
EACE IS

- E=RR%E: IRERFARERS
B EATE -

Fair value measurements
categorised into Level 3

PER=EER

AR EFE
At 30 June | At 31 December
2017 2016
R-Z—+t&F RIE—RF
AA=+RH | tZA=1+—H
RMB’000 RMB’000
AR%T T ARET T
Recurring fair value BREMAFLETE
measurement
Financial liabilities TREE
— Derivative components — AR ERITE D
of convertible bonds (Biat22)
(Note 22) 21,290 48,941

During the six months ended 30 June
2017, there were no transfers between
Level 1 and Level 2, or transfers into or
out of Level 3 (year ended 31 December
2016: 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—tFX"A=1THILAXE
A E—HREE _RzRATEERLIL
BRE=FE \FIEBL (BE_Z—RF
TA=T—HLFE: &) AKEHZ

BTy 0 F AR P EE £ Y 3RS IR TR

NHEER 2 W28 -

EESBEEERAA

2L FhmRE

=

A
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26 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

26 £@MTECAFEE(E)

() RAVEFBEZERMEEREE(E)

(i)

AEE=RATEBOER

Significant

Valuation unobservable Weighted

technique input average
EX
FABE

fEERT BABE itk S

Derivative components of Binomial lattice Expected 53.76%
convertible bonds model volatility
AHARESITERS ZIRARER RERIE

B3

The fair values of the conversion options
embedded in the convertible bonds are
determined using binomial lattice model
and the significant unobservable input
used in the fair value measurement
is expected volatility. The fair value
measurement is positively correlated to
the expected volatility. As at 30 June
2017, it is estimated that with all other
variables held constant, an increase
in the expected volatility by 5% would
have decreased the Group’s net profit
by RMB1,100,000, whereas a decrease
in the expected volatility by 5% would
have increased the Group’s net profit by
RMB1,424,000.

The movements in the derivative

components of convertible bonds are set
out in Note 22.

Interim Report 2017

A A RS (E A R A RO IR IR 4 ) A B Th R
R-EAFBEAEE  MAFESE
TR ZERTAEBRI2H AR -
AFEFFEETERKEZ EABREE -
RZZE—+EA=1+H8  HABEM
BHMEFTE - TBERE 5% i85
A& B4 FRE A AR B 1,100,000 7T * 78
HA R 18 T & 5% 1% 28 B 7N £ B 0 48 1) 388 0
AR#1,424,0007T °

AMBRESITET RS 2 S EHNK
FE22 o
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26 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

(b)

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

The carrying amounts of the Group’s financial
instruments carried at cost or amortised cost
are not materially different from their fair values
at 30 June 2017 and 31 December 2016
except for the following financial instruments,
for which their carrying amounts and fair
value and the level of fair value hierarchy are
disclosed below:

KRB IR S MR

(Expressed in RMB unless otherwise indicated)

(BRBEHI - UARBFIR)

26 £@MTECAFEE(E)

(b) YWHFRATEIERNESHMEERBENQAFE
RZE—+tFAA=Z+HE_Z—R"F+A
=+—H ' NEEERKA S E#HK AT RN S
T AREEEE AN FETEERNEE - M
T2 TARIN  BEEREERAFERAFE
ERWEWT ¢

At 30 June 2017 At 31 December 2016

RZE—+tF RZE—RF

AHB=+H +=-—A=+—8
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
RxA “+=H
RWAA =tTHB2E R+=ZA =+—H2H
=THE AE=RE =+—H#K ABE=RH
fREE AVEEE RHE ANFERE
RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARETR ARET T ARET T
Liabilities 8
Secured notes (Note (i) BEAZE (H720) - - 141,161 136,075
Convertible bonds AR ES
- liability components —BEBD (W)
(Note (i) 66,810 62,792 67,035 62,398

SEESFBEEAERLA T LFRHES
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(Expressed in RMB unless otherwise indicated)
(BRBEFHBI  AAREEIIR)

26 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

(b) Fair values of financial assets and
liabilities carried at other than fair value
(continued)

Note (i):

Valuation techniques and inputs used in Level
3 fair value measurements

Secured notes and convertible bonds-liability
components

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

The Group used the risk free interest rates
with reference to the Hong Kong government
bonds and treasury bills as of 30 June 2017
and 31 December 2016 plus credit spread of
comparable notes with similar credit rating,
coupons and maturities to discount the
secured notes and the liability components of
the convertible bonds as of 30 June 2017 and
31 December 2016. The interest rates used
are as follows:

26 £@MTECAFEE(E)

YRR FEIRNEREEREEN L FE

M) - E=MATFERT AR ERT R A

BEREE R AHRRES - BERS

RNHEZRRU SR T ANRTHSANRFTRAR
KRS MEREETET °

FEBREFBBREFRBEEFR T —+LF
NRAZTER-ZE-—ARF+-A=+—BHER
BZMEMERTR  FEEXRFHAUNATE
HREENEESE  $RZZ—tFRA=+
BRZZE-—ARET_A=T—BEERZERA
BIRESHBERS DI - IERARFIRDT

At 30 June At 31 December

2017 2016

R=ZB—+tF R-T—RF

~A=+H +=ZA=+—H

RMB’000 RMB’000

AR%TR ARETT

Secured notes BEAEE N/A 21.71%
Convertible bonds AR ES

— liability components —AEHBD 24.73% 23.71%

Fortunet e-Commerce Group Limited Interim Report 2017
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27 COMMITMENTS

(a)

(b)

Capital commitments

At 30 June 2017, the outstanding capital
commitments of the Group not provided for in
the interim financial report were summarised as
follows:

KRB IR S MR

(Expressed in RI\/\B unless otherwise indicated)
(BRBBHBEN - LARKTIR)

27 EiE

(@) EXEE

RZEBE—+FNA=1+H  KARFHYBEHRS
BB AR EEREMNERFSERNT

At 30 June | At 31 December
2017 2016
RIE—tHF RZZE—/RF
ARA=+H | TZHA=1T—H
RMB’000 RMB’000
AR¥T T ARBTIT
Commitment in respect BRI E R — M B A Rl Ay AE
of investment in a subsidiary
— Contracted for —BEH 200,000 100,000

Pursuant to an agreement entered into
between the Company, via a non-wholly owned
subsidiary, and three independent parties on
29 November 2016, the Group is committed to
make capital contribution of RMB200,000,000
into a new company to be established by the
above parties. This new company has been
established and the capital contribution has
been made in July 2017. This new company
will operate an electronic trading platform, in
which to facilitate awards earned by customers
of loyalty programmes of other companies
to be exchanged globally in the form of
virtual assets and credits for consumption of
merchandises, games, services and other
commercial transactions.

Operating lease commitments
At 30 June 2017, the total future minimum

lease payments under non-cancellable
operating leases are payable as follows:

BEAAG (BRIEZEHRERR)) =BT AL
RZZBE—RF+—AZ+NBIYH—DH=zE &
EBAFEABEH LA LK IO —EFTRREE A
R #200,000,0007T c Z MM ARIEKY © B)3EEE
RZE—tFLAETT - ZFRAREEE—([EET
RE5FEE  REEMARTFEBEBETEIHRI
MR AEREERRES A EERIBINE
o R REREMEHEISFREA -

(b) REHEERRE

R-ZE—+FNA=1H  REFATHELE
HERMNHARRFEASEZENT ¢

At 30 June | At 31 December

2017 2016

R-B—+F RZZE—RF

ANA=+H | t=ZA=+—H

RMB’000 RMB’000

AR¥FT T ARETFIT

Within 1 year 1R 12,859 6,016
After 1 year but within 5 years 1F12{B5FR 17,678 9,397
30,537 15,413

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

AEERBELEHERRETHOYE - ZF

HEMTBRIAES -

SEESBEEERAA

2L FhEmRE
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28 MATERIAL RELATED PARTY 28 ERBEERZ

TRANSACTIONS

BRANFP BRRA 75 3R 5 (L SR BR AV A RN
WNEIWERBEB A X ZM0T »

In addition to the balances disclosed elsewhere in N E B A H
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 (a) BEERAFEZRRETHRS
of the Company

AR B m R A R B R R IR M AT A
BHRHAEROFITENIE21 k22

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 21 and 22.

(b) Key management personnel remuneration (b) EEERBEAESHHM

Remuneration for key management personnel FREEABHINLT

Fortunet e-Commerce Group Limited

is as follows:
Six months ended 30 June
BZEA~A=1+HIEAEA
2017 2016
—E—tF A
RMB’000 RMB’000
ARBT T ARET T
Short-term employee benefits EHE SR 2,439 2,991
Contributions to defined ) SLTE B FGR IRET B 51
contribution retirement plans 39 63
Equity-settled share-based T 45 E AR
payment expenses BEMR 2 RFEX 11,172 —
13,650 3,054

Interim Report 2017




29

Notes to the Unaudited Interim Financial Report - .

POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE
SIX MONTHS ENDED 30 JUNE 2017

A number of amendments and new standards are
effective for annual periods beginning after 1 January
2017 and earlier application is permitted; however,
the Group has not early adopted any new or
amended standards in preparing this interim financial
report.

The Group has the following updates to the
information provided in the last annual financial
statements about the possible impacts of the
new standards issued but not yet effective which
may have a significant impact on the Group’s
consolidated financial statements.

HKFRS 9, Financial instruments

HKFRS 9 will replace the current standard on
accounting for financial instruments, HKAS
39, Financial instruments: Recognition and
measurement. HKFRS 9 introduces new
requirements for classification and measurement of
financial assets, calculation of impairment of financial
assets and hedge accounting. On the other hand,
HKFRS 9 incorporates without substantive changes
the requirements of HKAS 39 for recognition and
derecognition of financial instruments and the
classification of financial liabilities. The Group has
decided not to adopt HKFRS 9 until it becomes
mandatory on 1 January 2018. Expected impacts
of the new requirements on the Group’s financial
statements are as follows:

(@ Classification and measurement

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

Based on the preliminary assessment,
the Group expects that its financial assets
currently measured at amortised cost will
continue with their respective classification and
measurements upon the adoption of HKFRS 9.

29

KRB IR S MR

(Expressed in RMB unless otherwise indicated)
(BRBBHBEN - LARKTIR)

REBE-Z—tHFAA=ZTHLEXEASHEMBE
EAREMBIEE] - MEARZENEESE

EFEIRFI AR T —+F—A— B 2%
MEVEEMEARA R FFHEARA - A AKHE
TA Hm BN Fp B T S o B 0 B R A BRAR A (T ¥ AT 3

RAERT R -

AEEYH E-FEVBRRABEBALHAEE
A MIERRESE B AT ERNC B MM R R ERF
R A RER BV B RHEL THIER -

ERPMBREREAE IR  HTA

BEMEHMELERNE O FRMKA BB S ERIEI9
S—2@TA - ER3NE(BREMITASTRE
BERITHERD) - BEMBHEERE O FIAT R
BEDBNGFE SREEREFENEREHH
HMBER Z—TTH  BEVBREEE 9 RAA
FE e ERE 305N & B T AR M EFER
UEEeRBEIENER(CRELEGUNRE) - &
SERER BBV HRELNFEIRE_T—\F—
H—BRG|ERE - TERAZRER - FERY
REBPMBRROFARZEWT -

@ DEMEE

BB EREEAFEIRRE—EETESRE
EMDEZE: (1) ABEKETE QA
FEEBEE8) AEHER ([FVTPL]) LA
AR AR S UES
(TFVTOCI]) ©

BV FHENER - NREE AL E B A S H
KA ENESREE - KABBUHMEER
FORREERITHAAEH D BN ERE -

SEESFBEEAERLA T LFRHES
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29 POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE SIX MONTHS ENDED 30 JUNE 2017
(CONTINUED)

HKFRS 9, Financial instruments (continued)
(@ Classification and measurement (continued)

The classification and measurement
requirements for financial liabilities under
HKFRS 9 are largely unchanged from HKAS
39, except that HKFRS 9 requires the fair
value change of a financial liability designated
at FVTPL that is attributable to changes of
that financial liability’s own credit risk to be
recognised in other comprehensive income
(without reclassification to profit or loss). This
change in policy will have no impact on the
Group’s net assets and total comprehensive
income but will have impact on reported
performance amounts such as profit and
earnings per share.

(b)  Impairment

The new impairment model in HKFRS 9
replaces the “incurred loss” model in HKAS 39
with an “expected credit loss” model. Under
the expected credit loss model, it will no longer
be necessary for a loss event to occur before
an impairment loss is recognised. Instead, an
entity is required to recognise and measure
expected credit losses as either 12-month
expected credit losses or lifetime expected
credit losses, depending on the asset and the
facts and circumstances. This new impairment
model may result in an earlier recognition of
credit losses on the Group’s trade receivables
and other financial assets. However, a more
detailed analysis is required to determine the
extent of the impact.
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Notes to the Unaudited Interim Financial Report

POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE SIX MONTHS ENDED 30 JUNE 2017
(CONTINUED)

HKFRS 15, Revenue from contracts with
customers

HKFRS 15 establishes a comprehensive framework
for recognising revenue from contracts with
customers. HKFRS 15 will replace the existing
revenue standards, HKAS 18, Revenue, which
covers revenue arising from sale of goods and
rendering of services, and HKAS 11, Construction
contracts, which specifies the accounting for revenue
from construction contracts. The Group is currently
assessing the impacts of adopting HKFRS 15 on
its financial statements. Based on the preliminary
assessment, the Group has identified the following
area which is likely to be affected:

(@  Timing of revenue recognition

Currently, revenue arising from the sales of
goods are generally recognised when the risks
and rewards of ownership have passed to the
customers.

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

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

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

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

KRB IR S MR

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

RBE-Z-—tHFAA=+HIELAEACEME
EARERMBIEE] - MEARZENEELE (F)

BERPBREERESS  KEEFEHZKA

BEMBREENFEIGREL THIBETFHNGL
EENRANZHER - BN KRS LERNFE 155
RERIRARAER - EBSAERIE 185RLA
CREHEEMRREERBMELENRA) REES
HERIE 11 REZRE A GTRERANB AN EFTE
BIR) - ARBBRF EAEFARAT BB RELE
AIF15RHEMBHRRNOTE - REOLHE - K
SEEHM TIRRREAIEXIIFE

b) HERUWARRRE

HEEMEEMBRA—RRER LA
=]

*&@#ﬁ BREZPRER -

BREBBUBREERFE 155 - WARFTPR
BRNPENTEEMRRIEAIE %‘HZE*E#EEH% s

BEPBHRELENFIGFER =B £

FEHOTEE MRS IE %‘J%%&ﬁ%ﬁﬁﬁii

%

() EXPARERKNFEAHERNKE(H
BERETT) IR A aR AT

(i)

tbuméﬁ
(i) EEEBONRBENEAEHERME

CERN AR RAERHRNES
=R MR B AT ST A0S 2R o

S

SEESFBEEAERLA T LFRHES

61



A Notes to the Unaudited Interim Financial Report

62

| ORASEL P R AR A B

(Expressed in RMB unless othervv\se indicated)
(BRBEHBAND - LARKTIR)

29 POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE SIX MONTHS ENDED 30 JUNE 2017
(CONTINUED)

HKFRS 15, Revenue from contracts with
customers (continued)

(@) Timing of revenue recognition (continued)

If the contract terms and the entity’s activities
do not fall into any of these 3 situations, then
under HKFRS 15 the entity recognises revenue
for the sale of that good or service at a single
point in time, being when control has passed.
Transfer of risks and rewards of ownership
is only one of the indicators that will be
considered in determining when the transfer of
control occurs.

As a result of this change from the risk-and-
reward approach to the contract-by-contract
transfer-of-control approach, it is possible
that once the Group adopts HKFRS 15 some
of the Group’s contract selling activities that
are currently recognised at a point in time
may meet the HKFRS 15 criteria for revenue
recognition over time. This will depend on
the terms of the sales contract and the
enforceability of any specific performance
clauses in that contract, which may vary
depending on the jurisdiction in which the
contract would be enforced. It is also possible
that for the remainder of the Group’s contracts
the point in time when revenue is recognised
may be earlier or later than under the current
accounting policy. However, further analysis is
required to determine whether this change in
accounting policy may have a material impact
on the amounts reported in any given financial
reporting period.
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Notes to the Unaudited Interim Financial Report - . &

POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE SIX MONTHS ENDED 30 JUNE 2017
(CONTINUED)

HKFRS 16, Leases

Currently the Group classifies leases into finance
leases and operating leases and accounts for the
lease arrangements differently, depending on the
classification of the lease. The Group enters into all
the leases as the lessee.

HKFRS 16 is not expected to impact significantly
on the way that lessors account for their rights and
obligations under a lease. However, once HKFRS 16
is adopted, lessees will no longer distinguish between
finance leases and operating leases. Instead, subject
to practical expedients, lessees will account for
all leases in a similar way to current finance lease
accounting, i.e. at the commencement date of the
lease the lessee will recognise and measure a lease
liability at the present value of the minimum future
lease payments and will recognise a corresponding
“right-of-use” asset. After initial recognition of this
asset and liability, the lessee will recognise interest
expense accrued on the outstanding balance of the
lease liability, and the depreciation of the right-of-
use asset, instead of the current policy of recognising
rental expenses incurred under operating leases on
a systematic basis over the lease term. As a practical
expedient, the lessee can elect not to apply this
accounting model to short-term leases (i.e. where
the lease term is 12 months or less) and to leases of
low-value assets, in which case the rental expenses
would continue to be recognised on a systematic
basis over the lease term.
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Fortunet e-Commerce Group Limited

POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE SIX MONTHS ENDED 30 JUNE 2017
(CONTINUED)

HKFRS 16, Leases (continued)

HKFRS 16 will primarily affect the Group’s
accounting as a lessee of leases for properties,
plant and equipment which are currently classified
as operating leases. The application of the new
accounting model is expected to lead to an increase
in both assets and liabilities and to impact on the
timing of the expense recognition in the statement of
profit or loss over the period of the lease. At 30 June
2017 the Group’s future minimum lease payments
under non-cancellable operating leases amount to
RMB30,537,000 for properties, most of which is
payable between 1 and 5 years after the reporting
date. Some of these amounts may therefore need to
be recognised as lease liabilities, with corresponding
right-of-use assets, once HKFRS 16 is adopted.
The Group will need to perform a more detailed
analysis to determine the amounts of new assets and
liabilities arising from operating lease commitments
on adoption of HKFRS 16, after taking into account
the applicability of the practical expedient and
adjusting for any leases entered into or terminated
between now and the adoption of HKFRS 16 and the
effects of discounting.

HKFRS 16 is effective for annual periods beginning
on or after 1 January 2019. The Group has decided
not to early adopt HKFRS 16 in its 2018 consolidated
financial statements.
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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 15 to 64 which comprises the consolidated
statement of financial position of Fortunet e-Commerce
Group Limited (the “Company”) and its subsidiaries as
of 30 June 2017 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.
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Review Report
ERWE

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 2017 is not prepared, in all material respects,
in accordance with Hong Kong Accounting Standard 34,
Interim financial reporting.

KPMG

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

Central, Hong Kong

18 August 2017
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RESULTS AND APPROPRIATIONS

The results of the Group for the six months ended 30 June
2017 are set out in the consolidated statement of profit or
loss and other comprehensive income on page 15.

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

As at 30 June 2017, the interests and short positions of
the Directors or chief executives of the Company or their
respective associates had any interests or short positions
in the Shares, underlying Shares or debentures of the
Company or its associated corporations (within Part XV of
the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) (the “SFO”)) which were required to be
notified to the Company and the Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests and
short positions which they were taken or deemed to have
under such provisions of the SFO), or which were required,
pursuant to section 352 of the SFO, to be entered in the
register referred to therein, or which were required, pursuant
to the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code”), to be notified to the
Company and the Stock Exchange, were as follows:
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Other Information
Hib&ER

Approximate
percentage of
shares in issue

Number of
underlying shares
comprised in options

Name of Directors (note 1) (note 2)
BIEEEREAN HERITRHOH
EENA EEROEE (M) WMAOB DL (MEE2)
Mr. Cheng Jerome Cheng Jerome 5t 4 15,000,000 0.82%
Mr. Yuan Weitao RIEERESE 15,000,000 0.82%
Mrs. Guo Yan EIE 15,000,000 0.82%
Notes: et -
1. These represent interest in underlying shares of the Share Option 1. EERGIER = F—FFNA=+/\ AR R Z IR
Scheme adopted on 28 June 2010 and options granted on 3 ZE—NFTAZHRTRIBREZ IEERG
October 2016.

2. Based on a total of 1,823,130,272 issued shares of the
Company, as at 30 June 2017.

Saved as disclosed above, as at 30 June 2017, 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 SFO which were required to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions
which they were taken or deemed to have under such
provisions of the SFO), or which were required, pursuant
to section 352 of the SFO, to be entered in the register
referred to therein, or which were required, pursuant to the
Model Code, to be notified to the Company and the Stock
Exchange.

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2017, to the best of the Director’s knowledge,
the following persons (other than the Directors and chief
executives of the Company) had or deemed or taken to have
interests and short positions of 5% or more in the shares
of the Company which would fall to be disclosed under
provision of Divisions 2 and 3 of Part XV of the SFO or as
recorded in the register required to be kept under Section
336 of the SFO:
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Long

and short positions in the Shares and underlying

Shares of our Company

Name of substantial

Other Information - . &

H g xR

FARRDREBRONFRERKAR

Approximate
percentage of

Shareholders Nature of Interest Interest in Shares shareholding Notes
TERRER ERtE R = Aok M =
Century Investment (Holding) Limited Beneficial interest 566,885,818 31.09 1
(“CIHL")
Century Investment (Holding) Limited EmiEn
(fCIHLL)
Starr International Foundation Interest of controlled 224,710,691 12.33 2
corporations
Starr International Foundation ZIEEE
Beijing Enterprises Real Beneficial interest 151,515,000 8.31 3
Estate (HK) Limited
EEEE(FE)BRAR kol o
Yang Liu Interest of controlled 148,400,000 8.14 4
corporations
2k SR LB R
Taiping Trustees Limited Beneficial interest 138,888,000 7.62 5
KEFEBR AR BaER
Notes: Hist -

CIHL is wholly owned by Ms. Pun Tang. A charge over the
109,343,662 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.

CIHL #1Pun Tang % 12 EH#A ° ¥1CIHL#%5 109,343,662 %%
17 1EH 14 Chance Talent Management Limited 525 A £9#740
Chance Talent Management Limited#CCBI Investments Limited
2 EHE + CCBI Investments Limited f 7 #REIEX (174%) B R 2>
A EHEE  BIRBIPR (FEIR) HIR L Al 21T 2 BIZERERL
AR EHA  EITEBITIRE IR A]fE TR % FE R AR
RE]E BB o BITEFFEBIERE IR 2 5] b F B R R1TAR
HDERRA]EEHET + FEIERRITIR (D BIR L F]H F R E %
REBREFL AR E7.26% °

Starr Investments Cayman Il, Inc. % Starr Investments Cayman
V, Inc. 57 FIHE 7.49% K 7.17% R (7 81 B 25 # G A ° Starr
Investments Cayman ll, Inc. £ Starr International Cayman, Inc. =
EH#A -+ Starr International Cayman, Inc. /1 Starr Insurance and
Reinsurance Limited = &# A ° Starr Insurance and Reinsurance
Limited /& Starr Investments Cayman V, Inc. 73 Starr International
Investments Limited £ 2 & [ /& 2 7] » Starr International
Investments Limited /7 Starr International Company Inc. = & #
& ° Starr International Company Inc. £ Starr International AG 2
EWEA - Starr International AG i Starr International Foundation
(BRIt ER L) R EHR °
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3. Beijing Enterprises Real Estate (HK) Limited is wholly owned by
JEFAEIEEEGRE L2 A], which is in turn wholly owned by
Beijjing Enterprises Group Company Limited. Bejjing Enterprises
Group Company Limited is wholly owned by the State-owned
Assets Supervision and Administration Commission of the
People’s Government of Beijjing Municipality.

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

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

CORPORATE GOVERNANCE

The Company is committed to maintain high standards of
corporate governance practices and procedures with a view
to being a transparent and responsible organization which is
open and accountable to the shareholders of the Company.
These can be achieved by an effective Board, segregation
of duties with clear accountability, sound internal control,
appropriate risk assessment procedures and transparency
of the Company. The Board will continue to review and
improve the corporate governance practices from time to
time to ensure the Group is led by an effective Board in order
to optimize returns for the shareholders of the Company.
During the six months ended 30 June 2017, 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. Chan Chi Keung, Alan was not able to attend the annual
general meeting of the Company held on 29 May 2017 due
to his other engagement in other commitments.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S SHARES

Save for the placing of shares of the Company which was
completed on 6 January 2017, 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 2017. Please refer to the announcements
of the Company dated 16 December 2016, 22 December
2016 and 6 January 2017 for further details.

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
2017.

AUDIT COMMITTEE

The Audit Committee was established in compliance with
Rules 3.21 and 3.22 of the Listing Rules and with written
terms of reference in compliance with the CG Code. The
primary duties of the Audit Committee are to review and
monitor the Company’s financial reporting and internal
control principles of the Company and to provide advice and
comments to the Board. The members meet regularly with
the external auditors and the Company’s management team
for the review, supervision and discussion of the Company’s
financial reporting and internal control procedures and
ensure that management has discharged its duty to have
an effective internal control and risk management system.
During the three months ended 31 March 2017, the Audit
Committee consists of three members, namely Mr. Wong
Chi Keung, Mr. Liu Erhfei and Mr. Chan Chi Keung, Alan, of
whom were all independent non-executive Directors. On 1
April 2017, Mr. Liu Erhfei resigned as member of the Audit
Committee and Mr. Liu Jialin was appointed to fill a casual
vacancy. Accordingly, as at the date of this report, the Audit
Committee consists of three members, namely Mr. Wong
Chi Keung, Mr. Liu Jialin and Mr. Chan Chi Keung, Alan,
of whom were all independent non-executive Directors.
Mr. Wong Chi Keung, who has appropriate professional
qualifications and experience in accounting matters, was
appointed as the chairman of the Audit Committee.
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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 2017 with the management of the
Company.

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 2017,

By order of the Board

Fortunet e-Commerce Group Limited
Mr. Cheng Jerome

Chairman

Hong Kong, 18 August 2017
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