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Management Discussion and Analysis

THBWRR S

BUSINESS REVIEW

The Group is engaged in electronic commerce
(“e-Commerce”) business through electronic distribution
platforms and mobile applications in the People’s Republic
of China (the “PRC”), and other general trading businesses.
However, although the e-commerce business segment
generated revenue for the Group, this business segment had
been reporting a gross loss for at least the three financial
years ended 31 December 2017. The Group began to scale
down the e-commerce business segment since the first
quarter of 2017, and the business segment had ceased
operations as at 30 June 2018, which allows the Group to
focus its resources on the development of the “Changyou”
platform.

The Group has developed an electronic trading platform,
“Changyou” which aims to integrate the digital membership
points, resources and strategic advantages of business
partners in the “Changyou” digital point business ecosystem
alliance (“Changyou 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 and entertainment,
financial services and other commercial transactions.

Changyou Digital Point Business Ecosystem Alliance

The Group, together with other well-known and leading
enterprises from various industries (the “Business
Partners”), have formed the Changyou Alliance, and has
since developed an electronic trading platform, “Changyou”,
which aims to integrate the digital membership points,
resources and strategic advantages of the Business
Partners in the Changyou Alliance. The digital membership
points from Business Partners are interchangeable
and redeemable globally as virtual assets through the
Changyou platform and can be purchased, earned and
used by customers for the purchase and consumption of
merchandise, games and entertainment, financial services
and other commercial transactions. The Changyou platform
was officially launched in September 2017 and has received
recognition from the majority of the users and the market.
The Changyou Alliance is currently increasing its number of
users and expanding the scope and variety of products and
services and business scenarios and continuously improving
its business model in order to achieve ultimate success.

The launch of the Changyou platform marks the smooth
integration between the user system, the point settlement
system and the technical infrastructure of the Business
Partners. Changyou can rely on the Business Partners,
which have enormous user base, to promote and provide
various products and services on the Changyou platform.
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As at the end of June 2018, Changyou platform has
approximately 20 million registered users, and up to 3,200
million points were exchanged. The Changyou platform has
more than 6,300 stock keeping units and more than 20
types of entertainment and services. The Changyou platform
has partnered with more than 70 service providers to provide
its users with a wide range of entertainment related, travel,
financial related and other products and services. The
revenue from the Changyou Alliance business amounted
to approximately RMB5.0 million for the six months ended
30 June 2018 as compared with the total revenue from this
business segment of RMB0.94 million for the period since
its launch in September 2017 to 31 December 2017, which
represents a significant improvement in the development of
“Changyou”.

The gross merchandise volume (“GMV”) of Changyou
Alliance business amounted to approximately RMB54.9
million for the six months ended 30 June 2018 while the
GMV of this business segment of approximately RMB3.4
million for the period since its launch in September 2017 to
31 December 2017.

The Group is currently in negotiations with certain potential
business partners, which are the industry leaders in the
petrochemical, travel and insurance industries, to further
enhance and expand the scope of the “Changyou” platform
across other industries.

e-Commerce Business

The Group has started the e-Commerce business since
March 2015, initially through the operations of a business-
to-business platform which set up a direct path between
overseas suppliers, distributors and domestic retailers in
the PRC. However, although the e-commerce business
segment generated revenue for the Group, this business
segment had been reporting a gross loss for at least
the three financial years ended 31 December 2017. The
e-commerce industry has become increasingly competitive
in recent years, resulting in a negative profit margin for the
Group due to strong competitors who dominate the market
in the e-commerce industry. In light of the above, the Group
decided to focus on business opportunities with potential
growth. The Group began to scale down the e-commerce
business segment since the first quarter of 2017, and the
business segment had ceased operations as at 30 June
2018, which allows the Group to focus its resources on the
development of the “Changyou” platform. However, the
Group will continue to maintain the electronic distribution
platform, www.ccigmall.com, of the e-commerce business
segment and will explore other future business prospects
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Management Discussion and Analysis

EEEN WKk

if and when suitable opportunities arise. In addition to
the electronic distribution platform, the operational office,
electronic hardware and technical infrastructure used for the
e-commerce business segment, such as computer units,
servers, data storage and other hardware devices, are also
suitable and appropriate for the “Changyou” platform, and
as such will be integrated and utilised for the “Changyou”
business. Further, the Group had arranged for those staff
with the relevant expertise and experience and previously
engaged in the e-commerce business segment to be
internally transferred to the “Changyou” business.

For the six months ended 30 June 2018, revenue from
the Group’s e-Commerce business segment amounted to
approximately RMBO.6 million, represents a decrease of
99% as compared with the corresponding period in 2017.

FINANCIAL REVIEW
Revenue

The Group recorded a consolidated revenue of
approximately RMB5.6 million (30 June 2017: approximately
RMB122.9 million), decrease by approximately 95% as
compared with the corresponding period in 2017.

Revenue from the Changyou Alliance business was RMB5.0
million for the six months ended 30 June 2018, representing
approximately 89% of the Group’s total revenue. No
revenue is generated from this business segment in the
corresponding period in 2017 as the “Changyou” platform
was launched in September 2017.

Revenue from the Group’s electronic commerce segment
was RMBO0.6 million for the six months ended 30 June
2018 (30 June 2017: RMB90.2 million), representing
approximately 11% (30 June 2017: approximately 73%) of
the Group’s total revenue. The decrease of revenue from
the e-Commerce business mainly due to the intensive
competition from competitors who dominate the market in
the e-commerce industry, and the Group decided to focus
on business opportunities with potential growth and further
scale down the e-commerce business segment in the first
half of 2018.

Gross profit/(loss)

Gross profit for the six months ended 30 June 2018
amounted to approximately RMB1.3 million, as compared
with the gross loss of approximately RMB5.7 million for the
corresponding period in 2017. The gross profit ratio for the
six months ended 30 June 2018 was 24%.

Fortunet e-Commerce Group Limited

/

Interim Report 2018

MERAENRE - BRRRREMEAE - REFDHF

B ARETHEXRBOMNEERLE - ETEMFR
AT ERE SR (NET AT - IRi%es - BURTERE ML (g
&) TERR [BH ] Fa - i AEED AR

MEEEERANBNERANR AN EEFHEEGHHNE
TRHEBE [HH ]| %75 -

BE_Z—)\FNA=Z+BIEAEA  ~EEETHEE
B RBEERANARKAET R-T—tFHEH
FEJ/W999%°

gy e
A

AEEZBEARAHNARES. 65%775(*7 —tFXA
=t+tHB: HAR¥1220887T) B_T—tFRERHRED
#195% °

BE_Z-/\FARNA=TBLANER  GhHBBEEBERS
WABARES0BET  HAKEBIALISI% EEEA
[Bm ] FAR -_T—tFNALG  HREBOEHR
—tEFREMEEELEWA -

Z'»‘E@Eé%ﬁ%zﬁﬁﬁﬁ/\@i—? /\EF/\)E] + B 1@
ABBABARKOBETL(ZTE—CFEA=1TH: A
R¥Q2EEL) 1;52!»‘%.@%1)\%11%(* —tFR
A="+H:473%) - EFEEEBHRAR LT ERREE
EFEETENSNBRFHFERIHR - EAREERE
EIFREFERENNEE YR —N\FL¥FE—
HERETFHEEBRHE

E7(8)

BE-_ZT—)\FAAZ+HIEXNER  EFHAARE1S
E%ﬁ M-ZE—tFRBEBHARKS7TEEL - #Z
- N\FAA=ZTBIEAEANENER24% °



Other income

Other income of the Group for the six months ended 30
June 2018 amounted to approximately RMB1.5 million,
which mainly consists of interest income (30 June 2017:
approximately RMB225,000). Detail breakdown are
disclosed in the note 5 of the interim financial report as
disclosed in this report.

Impairment losses

Impairment losses of the Group for the six months ended
30 June 2018 amounted to approximately RMB23.0 million,
which mainly represents the impairment losses on a loan to
a third party and impairment losses on the value added tax
refundable on e-commerce business segment.

Selling and distribution expenses

Selling and distribution expenses of the Group for the six
months ended 30 June 2018 increased to approximately
RMB63.6 million (30 June 2017: approximately RMB7.3
million). The increase was mainly attributable to the increase
in sales and promotion activities for the “Changyou”
platform. The marketing expenses of RMB43.3 million was
incurred during the six months ended 30 June 2018 in
order to attract and maintain customers’ loyalty and their
participation and consumption of the products and services
provided on the “Changyou” platform.

Administrative expenses

The Group’s administrative expenses for the six months
ended 30 June 2018 decreased to approximately
RMB33.4 million, as compared to RMB56.2 million for the
corresponding period in 2017. The decrease was mainly
attributable to the equity-settled share-based payment
expenses of approximately RMB20.4 million included in
2017, while no such expenses incurred in current period.

Finance income

The Group incurred finance income of approximately
RMB16.3 million for the six months ended 30 June 2018. It
mainly consists of the net effect of changes in the fair value
on the derivative components of convertible bonds, finance
charge on convertible bonds and exchange gain or loss,
the details of which are disclosed in note 7(a) of the interim
financial report as disclosed in this report.

Taxation
No income tax is provided for the six months ended 30 June

2018 (30 June 2017: income tax charge of approximately
RMB15.9 million).
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LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2018, cash and cash equivalents of the
Group amounted to approximately RMB242.2 million (31
December 2017: approximately RMB393.0 million).

As compared with the position as at 31 December 2017,
cash and cash equivalents decreased by approximately
RMB150.8 million, resulting from the net cash outflow from
operating activities of approximately RMB121.0 million
for the six months ended 30 June 2018 (year ended 31
December 2017: approximately RMB150.7 million), the
net cash outflow from investing activities of approximately
RMB24.7 million for the six months ended 30 June 2018
(year ended 31 December 2017: approximately RMB38.4
million) and the net cash outflow from financing activities of
approximately RMB6.1 million for the six months ended 30
June 2018 (year ended 31 December 2017: net cash inflow
of approximately RMB512.1 million).

As at 30 June 2018, net current assets of the Group
amounted to approximately RMB193.5 million
(81 December 2017: approximately RMB408.7 million). As
at 30 June 2018, the current ratio (representing total current
assets divided by total current liabilities) of the Group was
approximately 2.97 (31 December 2017 approximately
12.99).

As at 30 June 2018, total assets of the Group were
approximately RMB302.0 million (31 December 2017:
approximately RMB451.6 million) and total liabilities
were approximately RMB98.1 million (31 December
2017 approximately RMB119.2 million). The debt ratio
(representing total liabilities divided by total assets) as at
30 June 2018 was 0.32 as compared to 0.26 as at 31
December 2017.

As at 30 June 2018, the Group had total borrowings which
represents the convertible bonds issued in December
2017 of approximately RMB66.1 million (31 December
2017: approximately RMB85.1 million). The gearing ratio
as at 30 June 2018 (i.e. total borrowing/total equity) was
approximately 0.32 (31 December 2017: approximately
0.26).
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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 shares of the Company to
independent placees at a price of HK$1.98 per share. As
as 30 June 2018, the actual use of the proceeds from such
placing of shares, which was completed on 6 January 2017,
was as follows:

Management Discussion and Analysis
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Revised use of the
proceeds (as previously
disclosed in the

annual report

RN

of the Company
for the year ended Actual use of
31 December 2017) the proceeds
BEHMETNERAR
(MAARBZE=_F—tF
Usage tZA=t-HLEE FSRE
i} FREABKE) ERfAE
RMB (million) RMB (million)
ARE(BEET) ARK(EER)
To fund the general working capital of the Company HER-Z—+F+-A=+—A8L
other than the Changyou Digital Point Business FERERRARGHETED
Ecosystem Alliance business for the year SEEBBEEBII —REEESD
ended 31 December 2017 53 53
To fund the Company’s subscription of 50.1% in the BIEA AR REERIERER
issued share capital of Treasure Ease Holdings Limited E%é‘ﬁﬂx@ﬁ 50.1% 40 40
To partially fund the working capital requirement BEEZE-F—+t$TA=1T—HLt
for operating the Changyou Digital Point Business FEE L%Hﬂﬁk%ﬁ"ﬁ%iﬁﬂﬁi 3
Ecosystem Alliance business for the year ending EBMEEESER  BE@ERHS
31 December 2017, which includes (a) capital (INEEEMEZRRM - 8 - BUEM
expenditure (such as acquisition of information Ta UREETRE): RO EEBRY
system hardware, software, establishment of B (MEHEFEY - ANERRY R
technological platform, and construction of engine BRERE)
rooms); and (o) operating expense
requirement (such as marketing expenses, human
resources expenses, and office rent) 76 76
To fund (3) the capital expenditure for the year ending BHE_T-\ETA=1T—HLt
31 December 2018; and (b) the operating expense, FEEARRAY : ko) BRAELEES
for developing and operating the Changyou Digital RETRENES G BEBMEERY
Point Business Ecosystem Alliance business (Note) EXES (W) 229 107
For interest-bearing instrument to allow flexiblity inthe AR EF| T ELAFE LR AIMETEMES
Company’s financial and treasury management ERABEEN 47 47
To fund the repurchase of shares of the Company BEREAARRG 9 9
For the repayment of secured loan BIEERERER 47 47
Total st 501 379
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The detail breakdown for the capital expenditure for the six months
ended 30 June 2018; and the operating expense, for developing and
operating the Changyou Digital Point Business Ecosystem Alliance
business are as follows:
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announcement of the
Company dated
22 August 2018) the proceeds
BEMAEIE
B (WAXT A
RAR-E-NE
Usage NB=t+ZHZ2 FrE
itk MERAHE) ERRE
RMB (milion) RMB (milion)
ARE(BEL) ARB(BET)
To fund the fixed expenses (comprising salaries BEEZE-T—/\F+-A=1+—A8L
and other administrative expenses) for the FERERBBATNREE RHE
recruitment and retention of personnel and (B FanmETRS (REEHe
management and for the development of the REMTHAZ)
“Changyou” platform for the year ending
31 December 2018 120 55
To fund promotional and marketing activities to attract BEBE=T—\F+-A=+t—HL
and maintain customers’ loyalty and their FEETRERE HEB AR R
participation and consumption of the products and BELAAEIRKE2EREE [GH]
services provided on the “Changyou” platform for TAAMRHOERRRS
the year ending 31 December 2018 104 50
To fund the capital expenditure of the Changyou BfEHZE=T-\F+=A=1+—BL
Digital Point Business Ecosystem Alliance business FEGRYTENBEERBBEEYR
for the year ending 31 December 2018 -V 5 5 2
Total @t 229 107
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UPDATE ON THE USE OF PROCEEDS FROM THE
PLACING

The total balance of the unutilised proceeds from the
placing was approximately RMB122 million as at 30 June
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2018 (‘Unutilised Proceeds’). The Group intends that the ~ =—F—\F+ZA=+—RILFE - AEEEK KRS
Unutilised Proceeds will be substantially used to fund the ﬁﬁﬁﬁgﬁklﬁfgﬁﬁﬁ’\@fﬁﬁﬁ.m%ﬂﬂ%{ﬂzﬁ D RIRAERE
continued development and operations of the Changyou B WHEHXBMERREE - BRERET
Digital Point Business Ecosystem Alliance business of the
Group for the year ending 31 December 2018 as follows:
Amount of the Unutilised
Intended Use and Expected Timeline REAZREHRER Proceeds as at 30 June 2018
RZE—-NEXA=1THHN
KRERARERESHE
RMB (million)
ARE(BET)
To fund the fixed expenses (comprising salaries ~ FFEZ—_Z— \F+_A=+—H
and other administrative expenses) iif?’jﬂq&ﬁ EANTARERR R
for the recruitment and retention of personnel M [GH] FTenBEeR (81
and management and for the development e REMITHRRASR)
of the “Changyou” platform for the year
ending 31 December 2018 65
To fund promotional and marketing activities REEzZz=—E—N\F+=-A=1+—H
to attract and maintain customers’ loyalty IEFEEITRIE R EHEE ARSI &
and their participation and consumption HEREEEHEURES2MEEE
of the products and services provided [ ] F & AR a E o R AR
on the “Changyou” platform for the year
ending 31 December 2018 54
To fund the capital expenditure of the REBE=Z— ) \F+=—HA=+—H
Changyou Digital Point Business IFFEGRBTEIEE LR
Ecosystem Alliance business of the Group B ERMRT
for the year ending 31 December 2018 3
Total #agt 122
ERSEEEARAT T N\FHHRE

\
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Property, plant and equipment

As at 30 June 2018, property, plant and equipment were
approximately RMB10.4 million (31 December 2017:
approximately RMB8.8 million). The increase was mainly
attributable to the expansion of Changyou business
segment.

Trade and other receivables

Trade and other receivables of the Group as at 30 June
2018 were approximately RMB45.3 million (31 December
2017: approximately RMB49.6 million). Detail breakdown
are disclosed in the note 14 of the interim financial report as
disclosed in this report.

Inventories

The inventory balance of the Group as at 30 June 2018
was approximately RMB895,000 (31 December 2017:
approximately RMB94,000). The increase was mainly
attributable to increase in the inventory level of Changyou
business segment.

Trade and other payables

Trade and other payables of the Group as at 30 June 2018
were approximately RMB32.0 million (31 December 2017:
approximately RMB34.1 million). Detail breakdown are
disclosed in the note 17 of the interim financial report as
disclosed in this report.

Contingent liabilities and event after the reporting
period

As at 30 June 2018, the Group had no significant contingent
liabilities (31 December 2017: RMB Nil).

Capital commitment
As at 30 June 2018, the Group had no contracted capital

commitments which were not provided in the interim
financial report (31 December 2017: RMB Nil).
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Employees

As at 30 June 2018, the Group had 358 employees which
are located in Beijing, Shanghai and Hong Kong. For the
six months ended 30 June 2018, total staff costs were
approximately RMB53.4 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, convertible
bonds and other payables are computed in Renminbi.
As at 30 June 2018, the Group’s net foreign currencies
assets amounted to approximately RMB161.0 million
(31 December 2017: approximately RMB183.3 million).
During the six months ended 30 June 2018, 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

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

PLEDGE OF SHARES BY CONTROLLING
SHAREHOLDER

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

Management Discussion and Analysis
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ZE1TME(E 410,000,000 K T H WA AR EF o % AR
BEFEFFEAZ%TE WK _E—NFXA=0%F
HY o )AARTRE HEf © Century Investment (Holding) Limited
I 109,343,662 I A A FIEBEAR ([EBIRABRHG ) - U
BRADRNAIRBES THEE - BERFBROERAF

EEITRAL6.03% - BHZRZ0E—FHIE - H2H
ARREHR T —tF+-ALANRMH

EESHEMERAT T /\ERERE

\

RN

13

~———

s



Management Discussion and Analysis
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DIVIDEND

The Board does not recommend payment of any interim
dividend for the six months ended 30 June 2018 (30 June

2017: RMB Nil).

CHANGES IN INFORMATION OF DIRECTORS

Pursuant to Rule 13.51B of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”

RE

EEeU MEERAE T N\FARAA=ZTHILNEAK
BAEMFEHRE (ZE—tFA=+TH: AREZIL) -

ESENED

BREBEHARIABERAARZFSF LTARA (T ETRAD)
F£1351Bfk - AR T%%éﬂ%$ AEE-FT—tF
TTA=+T—BLFEFRAPROEDHHIIMT :

), the changes in information

of Directors of the Company subsequent to the date of
the annual report of the Company for the year ended 31
December 2017 are set out below:

Mr. Wong Chi Keung

BZBEE

Mr. Chan Chi Keung, Alan

ceased to be an independent non-executive director and a member of the audit committee,
nomination committee, remuneration committee and investigation committee of China
Shanshui Cement Group Limited (stock code: 691) with effect from 23 May 2018
Tﬁ#&$lmmmﬁ EERAR (RO - 691) BUFRITESREREZES -
FHNEEERATEEGNE BT \FRAZtT=BREX

REZR

appointed as an independent non-executive director, a member of the audit committee and the
chairman of the remuneration committee of BOSA Technology Holdings Limited (stock code:
8140) with effect from 19 June 2018

RESRTE ﬁ%E%Aﬂﬂ&Thﬁ@ A (BORSE : 8140) MBI IFNITES - ERZEEXB L
MEZEEXRE B _Z—\FRATILARER
PROSPECTS Al

The Changyou Alliance business is the core business of the
Group.

The Changyou Alliance aims to develop a global financial
platform for the issuance, circulation, storage and payment
settlement of blockchains tokens. Changyou aims to rely on
the abundant digital points and operating assets of the six
founding Business Partners, and use advanced technology
such as big data and blockchain to realize the securitization
of the operating assets of the Business Partners and other
business partners by means of the digital tokens, thereby
realizing the value of physical products and services in the
form of digital tokens, and allowing such products and
services to be exchanged and increase in value on the digital
point business ecosystem.

Blockchain is a highly suitable technology for the Changyou
platform. Digital points are marketing tools with small
denomination and high trading volume which can be easily
tailored to blockchain applications. The Business Partners
have opened up a new, non-replicable application model
through the blockchain tokenization, which allows efficient
pre-sale and circulation of operational assets of commercial
products and services in the Changyou business ecosystem
with high efficiency and high security, thus creating a business-

TN forward commercial financial platform for the Group.
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The Changyou Alliance business is a capital intensive sector,
as large amount of capital is required (i) to attract and retain
talented and experienced personnel and management team
for the development of the “Changyou” platform; (i) for
promotional and marketing activities to attract and maintain
customer loyalty and their participation and consumption
of the products and services provided on the “Changyou”
platform; and (i) to develop its technology infrastructure
and feature new financial technologies such as blockchain
into the “Changyou” platform to enable effective extraction
and development of big data samples, creating a precise
and extensive database of consumer transactions and
consumption behaviour in the future. As such, it is important
to maintain a sufficient level of liquidity and financial flexibility
in order to main the current level of performance and user
network of the “Changyou” platform.

Given the nature of the business and the operations, the
Changyou Alliance business is an asset light business
which requires liquid assets to develop and expand its
business. The Group is always exploring certain financing
opportunities in order to meet its financing needs. The
Changyou Alliance intends to separately engage in
alternative fundraising activities for the development of the
“Changyou” business of the Group and will issue further
announcement(s) in relation to such fundraising activities as
and when appropriate.

The Group expects that several new business partners will
join the Changyou Alliance in 2018 in order to expand the
source and variety of digital membership points which can
be interchanged and redeemed through the “Changyou”
platform and to offer more diversified products and services
to its users.

Management Discussion and Analysis
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

TeEGREMZAKER

For the six months ended 30 June 2018 - unaudited
HE

(Expressed in Renminbi (“RMB”))
2 N\FRA=ZTRIEARER -REEEZ UARETAREDIIR)

Six months ended 30 June
BZEAA=1THIEAREA

2018 2017
—E-N\F —tF
(Note)
(Fg3E)
Note RMB’000 RMB’000
HiaF ARET R ARETIT
Revenue WA 4 5,603 122,858
Cost of sales SHER A (4,283) (128,595)
Gross profit/(loss) ER(E8) 4(b) 1,320 (5,737)
Other income H bz 5 1,519 225
Selling and distribution expenses SHE RO ERX (63,619) (7,302)
Administrative expenses THAX (33,393) (56,205)
Research and development costs AR PN (24,862) (7,360)
Impairment losses VERIEN, = 6 (22,984) (9,129)
Loss from operations ReEEE (142,019) (85,508)
Finance income e 7(a) 16,304 9,361
Loss arising from changes in fair value on FER S ERNFEE
held-for-trading investments FrEAREE 15 (866) —
Gain on disposal of subsidiaries HENB AR - 141,495
(Loss)/profit before taxation BrELAT (B518),BF 7 (126,581) 65,348
Income tax Fris#i 8 - (15,904)
(Loss)/profit and total comprehensive WA (B58),HEFR
income for the period EHEK AT (126,581) 49,444
Attributable to: U ARG :
Equity shareholders of the Company RARERRR (29,682) 86,191
Non-controlling interests eI (96,899) (36,747)
(Loss)/profit and total comprehensive HR (BE),RmFR
income for the period EHNEEEE (126,581) 49,444
(Loss)/earnings per share R (58 B
Basic (RMB cent) ER(ARED) 9(a) (1.64) 4,74
Diluted (RMB cent) e (ARED) 9(b) (2.37) 3.33
Note: The Group has initially applied HKFRS 15 and HKFRS 9 Biit - AEBR T — \F— B —BEXEATBHBHRELELFE 15
at 1 January 2018. Under the transition methods chosen, Sk R BB G RERERIZFE O - RIBFFTEABE L - WEET
comparative information is not restated. See Note 3. AILEERE R o RHIFES -
The notes on pages 21 to 71 form part of this interim FE21BHEFE Mt sE BN BB 7S iR S 2 — 2B

financial report.
2
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Consolidated Statement of Financial Position

e MERAR

At 30 June 2018 — unaudited  (Expressed in RMB)
R N\FRA=ZTH-REEZ (UAARKIITR)

At At
30 June | 31 December
2018 2017
E’\\‘;g— NE | RZZE—+F
NA=+H |[t=—A=1+—H
(Note)
(Pg3E)
No;‘@ RMB’000 RMB’000
Kzt AR¥T T AR TR
Non-current assets FRBEE
Property, plant and equipment Y% - = R 10 10,396 8,805
Intangible assets I EE 11 - —
Goodwill BES 12 - =
10,396 8,805
Current assets REEE
Inventories FE 13 895 94
Trade and other receivables B 5 & H M EUEIE 14 45,265 49,646
Held-for-trading investments BERXZEE 15 3,229 -
Pledged bank deposits DR ERI TR - 30
Cash and cash equivalents HeMREFEER 16 242,238 392,994
291,627 442,764
Current liabilities nEEE
Trade and other payables B 5 Rk E A FRIE 17 32,011 34,096
Convertible bonds AR ES 18 66,119 =
98,130 34,096
Net current assets REBEEFE 193,497 408,668
Total assets less current liabilities HEERRBERE 203,893 417,473
Non-current liabilities FRBERS
Convertible bonds AR (E 5 18 - 85,075
NET ASSETS EEFRE 203,893 332,398
CAPITAL AND RESERVES EAXR#E 19
Share capital &N 117,978 117,978
Reserves G 244,556 276,162
Total equity attributable to equity RN TR R E LA ER
shareholders of the Company 362,534 394,140
Non-controlling interests FEEE IR (158,641) (61,742)
TOTAL EQUITY R 203,893 332,398
Note: The Group has initially applied HKFRS 15 and HKFRS 9 Kzt : REBNR —_ZE— \FE— A — BB REREEMERELERE 15
at 1 January 2018. Under the transition methods chosen, R R ARSI A ERE N o RIBFTENIEE L - WS
comparative information is not restated. See Note 3. AL ER o BFfzES o

The notes on pages 21 to 71 form part of this interim F£21 B2 E 71 BEMFE AR ESHRE 2 —25D -
financial report.
-~
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Consolidated Statement of Changes in Equity

FEERREER

For the six months ended 30 June 2018 — unaudited  (Expressed in RMB)
BE-Z-)\FARA=THILAER - REEZ (UAREIT)

Attributable to equity shareholders of the Company

KRB
Non-
Share Share Capital Surplus Other - Accumulated controling Total
captal  premium resene resene resenve losses Total interests equity

B RhEE  BARE  BBER  AtERE  ZHER B HbER  gER
RMBOOD  RMBOD  RVBOOO  RMBODO  RWBOO  RMBOOD  RWBOOD  RVBOOO  RMBIOOD
AERTT ARRTR ARMTT ARMTR ARBTR ARMTT ARMTTL ARBTR ARMTR

Balance at 1 January 2017 H=E-tE-f-RzER 108209 1021210 238055 149,020 (48100 (1,336,787 175,007 (88,394 86,613

Changes in equity for the six HECE-tERA=TAL
months ended 30 June 2017; ~ARZERES

Proft/foss) and total comprehenshve AR/ (BlE) &

income for the period 2AlREE - - - - - 86,191 86,191 @6747) 4944
Effect on equity arising from capta FERERRRANELT

inections from non-controlingequity ~ EEHRENSE

shareholders into subsidlaries - - - - - - - 159,920 159,920
Issuance of shares ikt 10404 250482 - - - - 262886 - 06886
Fflecton equity arsng fromdisposal -~~~ HENBAFHRENTE

of subsidlaries - - (26982 (149,020 7,708 368,299 - - -
Fouiy-setied share-based EaEEIRN AR

fransaction (Note 19(d) 25 (Wi 190) - -0 - - -0 - 04

Balance at 30 June 2017 and RZE-tERA=TER
1July 2047 ZE-tELA-BukR 118613 1,273,752 31494 - 2893 (882247 544505 3779 579,284

Changes in equity for the sixmonths  EZ=F-t£+=A=1-F
ended 31 December 2017: tAEAZREED

Loss and total comprehensiveincome.~ HIREIERZENG LS

forthe perod - - - - - (560 (60 65 (49129
Purchase of own shares EABARG
- par value paid ~BfiffE (639) - - - - - (635) - (635)
- premium paid -BifiE - (8.209) - - - - (8.209) - (8.209)
Eouity-setiied share-based transaction ~ EREZ RN BER RS
(Note 19/0) (KiE19(d) - - 110 - - - 110 -1
Balance at 31 December 2017 (Note) RW=Z-tE+=A=1-§
2 () 17978 1265547 42573 - 2003 (1034851 304140 (1740 332398
Note: The Group has initially applied HKFRS 15 and HKFRS 9 Bt - AEBR =T —N\GF—A—BaXERBBEMBHREEAFE 15
at 1 January 2018. Under the transition methods chosen, SRR BBYISREERFEIN o RIBFTRABE S E - WEET
comparative information is not restated. See Note 3. AELEE R o RMIEES -

The notes on pages 21 to 71 form part of this interim F21BEEFE 71 B AR N BRE 2 —HD o
financial report.
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Consolidated Statement of Changes in Equity
FARERDE

For the six months ended 30 June 2018 — unaudited (continued)  (Expressed in RMB)
BE-Z—)/\FAA=THILAER - REEZ (B) (UAR¥IIR)

Attributable to equity shareholders of the Company

KOARERRES
Non-
Share  Treasury Share Capital Other Accumulated controlling Total
capital share  premium reserve reserve losses Totl  interests equity

Bx  ERRE RBEE  RERE  BHRE  ZHEE 4t FERER 48
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARRTR ARRTR ARBTR ARRTR ARMTR ARBTR ARNTR ARWTR ARRTR

Balance at 1 January 2018 H=8-N\5-f-RzER 17,978 - 1265547 42,513 2803 (1,004851) 394,140 (61,742 332,398

Changes in equity for the six HECE-N\ERA=TAL
months ended 30 June 2018; NERZES2E

Loss and total comprehensiveincome.~ BAERER2ANGLE
for the period - - - -
Purchase of own shares (Note 19(c) ~~ BEAB &R (3£ 19(0) (1,924) - - -

(20682 (20682  (96,899)  (126,581)
(1,924) (1,924)

Balance at 30 June 2018 RZE-NERA=THZER 17,978 (1,024) 1,265,547 42573 2893 (1064533 362534  (158641) 203,893

The notes on pages 21 to 71 form part of this interim F2NBEER T BT ARREBMBRE 2 —&H -
financial report.
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Condensed Consolidated Gash Flow Statement

ERGESHKRER

For the six months ended 30 June 2018 — unaudited  (Expressed in RMB)

BE-Z—)/\FRAZTHLEARER - REEZ (UARBIIR)

Six months ended 30 June

BEAXA=THILAEA

2018 2017
—E-N\F —E—+F
(Note)
(Pf=E)
Note RMB’000 RMB’000
iz3 AEBTR AREFT
Operating activities REES
Cash used in operations REMAR (121,040 (44,817
Income tax paid BAEHR - -
Net cash used in operating activities RETHFMARESTE (121,040) (44,817)
Investing activities REEE
Payments for purchase of property, BEWE  BER&E
plant and equipment ANE (3,099) (5,612)
Proceeds from disposal of property, HEME - BE K&iE
plant and equipment FT1S5E 2 249
Payments for disposal of subsidiaries, HEMBARRIEK -
net of cash disposal of HkHERRE - (401)
Payments for held-for-trading investments RIERZI/RE 2R (4,095) =
Net increase in loans to third parties RE=FEREFEINFE (17,554) (49,605)
Other cash flows arising from REEBESE 2 HAD
investing activities BEnE 30 96
Net cash used in investing activities RETEMAZE SR (24,716) (55,273)
Financing activities AEEE
Proceeds of new bank and other loans MR REMER 2 S HIA - 60,429
Repayment of bank and other loans ERRITREMER - (54,505)
Proceeds from the issuance of shares, net BITRMETEEUE - Mk
of transaction costs RBPA - 503,864
Capital injection from non-controlling R IR A
equity shareholders - 159,920
Purchase of own shares BABZRH 19(c) (1,924) -
Repayment of secured notes EBEAEARE - (137,747)
Other cash flows arising from BEEBESE 2 H A
financing activities Rene (4,168) (9,153)
Net cash (used in)/generated from MEEE (FTA)/
financing activities EEREFHE (6,092) 522,808
Net (decrease)/increase in cash and ﬁﬁ&ﬁﬁ%ﬁlﬁ B
cash equivalents W),/ R (151,848) 422718
Cash and cash equivalents at 1 January R—B—HZBEK
RE%EER 16 392,994 90,002
Effect of foreign exchange rate changes HEERSB2HE 1,092 (6,266)
Cash and cash equivalents at 30 June RAB=THEZEER
REEEER 16 242,238 506,454
Note: The Group has initially applied HKFRS 15 and HKFRS 9 Bt - REBR —_ZE— \F— A —HBEREAEBMGERELEDFE 15

at 1 January 2018. Under the transition methods chosen,
comparative information is not restated. See Note 3.

The notes on pages 21 to 71 form part of this interim

financial report.
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Notes to the Unaudited Interim Financial Report

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 2018 comprise the Company and its
subsidiaries (collectively referred to as the “Group”).

Upon disposal of the manufacture and sale of
axles business in 2017 and the cessation of the
e-commerce business during the current period, the
principal activities of the Group are the development
and operation of an electronic trading platform to
facilitate awards earned by customers of loyalty
programmes of other companies to be exchanged
globally in the form of virtual assets and credits for
consumption of merchandises, games, services and
other commercial transactions.

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 28 August 2018.

The interim financial report has been prepared in
accordance with the same accounting policies
adopted in the 2017 annual financial statements,
except for the accounting policy changes that are
expected to be reflected in the 2018 annual financial
statements. Details of any changes in accounting
policies are set out in Note 3.
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(Expressed in RMB unless otherwise indicated)
(BREEHBI - UARKEIIR)

2
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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 2017 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 72 to 73.

The financial information relating to the financial year
ended 31 December 2017 that is included in the
interim financial report as comparative 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 2017
are available from the Company’s registered office.
The Company’s auditor has expressed an unqualified
opinion on those financial statements in their report
dated 19 March 2018.

Interim Report 2018
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BASIS OF PREPARATION (CONTINUED)

Notwithstanding the net loss of RMB126,581,000
incurred and net cash used in operating activities of
RMB121,040,000 for the six months ended 30 June
2018, the directors of the Company consider that
there are no material uncertainties related to events
or conditions exist which, individually or collectively,
may cast significant doubt on the Group’s ability to
continue as a going concern. This is because the
directors of the Company are of the opinion that the
Group will be successful in its current negotiation
with potential investors in sourcing additional funding
with a view to continuing to operate and grow its
digital point business. Based on a cash flow forecast
of the Group for twelve months ending 30 June
2019 prepared by the management, and after taking
into account the potential additional funding as
mentioned above, the Group would have adequate
funds to meet its liabilities as and when they fall
due for at least twelve months from the end of the
reporting period. Accordingly, the directors of the
Company consider it is appropriate to prepare the
interim financial report on a going concern basis.

CHANGES IN ACCOUNTING POLICIES
(@) Overview

The HKICPA has issued a number of new
HKFRSs and amendments to HKFRSs that
are first effective for the current accounting
period of the Group. Of these, the following
developments are relevant to the Group’s
financial statements:

° HKFRS 9, Financial instruments

° HKFRS 15, Revenue from contracts with
customers

The Group has not applied any new standard
or interpretation that is not yet effective for
the current accounting period except for
the amendments to HKFRS 9, Prepayment
features with negative compensation, which
have been adopted at the same time as
HKFRS 9.

Details of the changes in accounting policies
are discussed in Note 3(b) for HKFRS 9 and
Note 3(c) for HKFRS 15.

REER TR EME

(Expressed in RMB unless otherwise indicated)
(BRBEHI - UARBEFIR)

R R EE ()

BERBE_Z—N\FNA=ZTHILENERELE
18 F5E A R 126,581,000 7T K A& & B B FT IR &0F
AR 121,040,0007C * NABIEEZRAE - @55k
HRAA e HAREFBCEENELETARES
BEFRIERL N FEEERNETME o TR A
RAIZEZRE  ASEBKRNREBEEREEER -
SRFEINES  NEBZEERBREEBTESE
He REEEEMREALSEHRE-_ZE—NF~A
=tHIE+=ZEAZRERETERN  REEBFELEX
FriBEREIINGE  NEEBEAERREAS I
RBEEBREHELTEAFBNERE - Bt -
RRABEERE  WEBELERITHMEENE

BRI EH
(@) M=

BRRHMAGRN T LM B EMBERE
R R F B BREEANIER]  ZFHAE
AR ERTEARBERN NS BRI ERER -
Hep UTERBCERKEENTBEREE
7 -

o FBAVBRELAEINR 2HMTA

A

o FBABUBMEERFE  FELAEAN
A

R B30 4 AT (T AE B AT & At AR R R AE R
RFTR] AR R - R BBV B REERE
OSRHVER] RBERAIFIER B HES)  H
BRI EERF O SRRFRA

B BB BN 53 (0) (BRI B B8
2RI 0% ) M i O(0) (B I B BB RS
RIS 155%) Az -

ENFBEERRAR

\

-~

SE-)\FHSEE 23

~———

s

)



VR

Fortunet e-Commerce Group Limited

\

N

24

~——

Notes to the Unaudited Interim Financial Report

RIS AR MY T
(Expressed in RMB unless otherwise indicated)
(BREEHBI - UARKEIIR)

CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

2N

3

/

(a)

(b)

Overview (continued)

Under the transition methods chosen, the
Group should recognise cumulative effect of
the initial application of HKFRS 9 and HKFRS
15 as an adjustment to the opening balance
of equity at 1 January 2018. Comparative
information is not restated. The adoption of
HKFRS 9 and HKFRS 15 does not have a
significant impact on the opening balance
of equity at 1 January 2018 and there is no
adjustment in this regard.

HKFRS 9, Financial instruments

HKFRS 9 replaces HKAS 39, Financial
instruments: recognition and measurement. It
sets out the requirements for recognising and
measuring financial assets, financial liabilities
and some contracts to buy or sell non-financial
items.

The Group has applied HKFRS 9 retrospectively
to items that existed at 1 January 2018 in
accordance with the transition requirements.
Comparative information is not restated.
The adoption of HKFRS 9 does not have a
significant impact on the opening balance of
equity at 1 January 2018. And comparative
information continues to be reported under
HKAS 39.

Further details of the nature and effect of the
changes to previous accounting policies and
the transition approach are set out below:

(i) Classification of financial assets and
financial liabilities

HKFRS 9 categories financial assets into
three principal classification categories:
measured at amortised cost, at fair value
through other comprehensive income
(“FVOCI”) and at fair value through profit
or loss (“FVPL”"). These supersede HKAS
39’s categories of held-to-maturity
investments, loans and receivables,
available-for-sale financial assets and
financial assets measured at FVPL. The
classification of financial assets under
HKFRS 9 is based on the business
model under which the financial asset is
managed and its contractual cash flow
characteristics.

Interim Report 2018
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3 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(b) HKFRS 9, Financial instruments
(continued)

(i)

Classification of financial assets and
financial liabilities (continued)

Non-equity investments held by the
Group are classified into one of the
following measurement categories:

= amortised cost, if the investment is
held for the collection of contractual
cash flows which represent solely
payments of principal and interest.
Interest income from the investment
is calculated using the effective
interest method;

- FVOCI - recycling, if the contractual
cash flows of the investment
comprise solely payments of
principal and interest and the
investment is held within a
business model whose objective
is achieved by both the collection
of contractual cash flows and
sale. Changes in fair value are
recognised in other comprehensive
income, except for the recognition
in profit or loss of expected
credit losses, interest income
(calculated using the effective
interest method) and foreign
exchange gains and losses. When
the investment is derecognised,
the amount accumulated in other
comprehensive income is recycled
from equity to profit or loss; or

- FVPL, if the investment does
not meet the criteria for being
measured at amortised cost or
FVOCI (recycling). Changes in
the fair value of the investment
(including interest) are recognised in
profit or loss.
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B P AR RS R AT

(Expressed in RMB unless otherwise indicated)
(BREEHBI - UARKEIIR)

CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

&

3

/

(b)

HKFRS 9, Financial instruments
(continued)

(i)

Classification of financial assets and
financial liabilities (continued)

An investment in equity securities is
classified as FVPL unless the equity
investment is not held for trading
purposes and on initial recognition of the
investment the Group makes an election
to designate the investment at FVOCI
(non-recycling) such that subsequent
changes in fair value are recognised
in other comprehensive income. Such
elections are made on an instrument-
by-instrument basis, but may only
be made if the investment meets the
definition of equity from the issuer’s
perspective. Where such an election is
made, the amount accumulated in other
comprehensive income remains in the
fair value reserve (non-recycling) until the
investment is disposed of. At the time
of disposal, the amount accumulated in
the fair value reserve (non-recycling) is
transferred to retained earnings. It is not
recycled through profit or loss. Dividends
from an investment in equity securities,
irrespective of whether classified as
at FVPL or FVOCI (non-recycling), are
recognised in profit or loss as other
income.

Under HKFRS 9, derivatives embedded
in contracts where the host is a financial
asset in the scope of the standard are
not separated from the host. Instead, the
hybrid instrument as a whole is assessed
for classification.

The measurement categories and
carrying amounts for each class of the
Group’s financial assets under HKFRS 9
are same as that under HKAS 39 as at 1
January 2018.
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Notes to the Unaudited Interim Financial Report

3 CHANGES IN ACCOUNTING POLICIES

(CONTINUED)
(b) HKFRS 9, Financial instruments
(continued)
(i) Classification of financial assets and
financial liabilities (continued)
The measurement categories for all
financial liabilities remain the same.
The carrying amounts for all financial
liabilities at 1 January 2018 have not
been impacted by the initial application of
HKFRS 9.
The Group did not designate or de-
designate any financial asset or financial
liability at FVPL at 1 January 2018.
(i) Credit losses

HKFRS 9 replaces the “incurred loss”
model in HKAS 39 with the expected
credit losses (“ECL”) model. The ECL
model requires an ongoing measurement
of credit risk associated with a financial
asset and therefore recognises ECLs
earlier than under the “incurred loss”
accounting model in HKAS 39.

The Group applies the new ECL
model to financial assets measured
at amortised cost (including cash and
cash equivalents, and trade and other
receivables).

Financial assets measured at fair value,
including equity securities measured
at FVPL, are not subject to ECL
assessment.
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REBEL P TR E

(Expressed in RMB unless otherwise indicated)
(BREEHBI - UARKEIIR)

3

/

CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(b)

HKFRS 9, Financial instruments
(continued)

(i)

Credit losses (continued)
Measurement of ECLs

ECLs are a probability-weighted
estimate of credit losses. Credit losses
are measured as the present value of
all expected cash shortfalls (i.e. the
difference between the cash flows due
to the Group in accordance with the
contract and the cash flows that the
Group expects to receive).

The maximum period considered
when estimating ECLs is the maximum
contractual period over which the Group
is exposed to credit risk.

In measuring ECLs, the Group takes into
account reasonable and supportable
information that is available without
undue cost or effort. This includes
information about past events, current
conditions and forecasts of future
economic conditions.

ECLs are measured on either of the
following bases:

- 12-month ECLs: these are losses
that are expected to result from
possible default events within the
12 months after the reporting date;
and

- lifetime ECLs: these are losses
that are expected to result from all
possible default events over the
expected lives of the items to which
the ECL model applies.

Interim Report 2018
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Notes to the Unaudited Interim Financial Report

3 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(b)

HKFRS 9, Financial instruments

(continued)

(i)

Credit losses (continued)
Measurement of ECLs (continued)

Loss allowances for trade receivables
are always measured at an amount
equal to lifetime ECLs. ECLs on these
financial assets are estimated using a
provision matrix based on the Group’s
historical credit loss experience, adjusted
for factors that are specific to the
debtors and an assessment of both the
current and forecast general economic
conditions at the reporting date.

For all other financial instruments, the
Group recognises a loss allowance
equal to 12-month ECLs unless there
has been a significant increase in credit
risk of the financial instrument since
initial recognition, in which case the loss
allowance is measured at an amount
equal to lifetime ECLs.
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REBEL P TR E

(Expressed in RMB unless otherwise indicated)
(BREEHBI - UARKEIIR)

3 CHANGES IN ACCOUNTING POLICIES 3 BB 2 E (&)
(CONTINUED)
(b) HKFRS 9, Financial instruments (b) BEMBHREEDNFEIN  £HTE(E)
(continued)
(i) Credit losses (continued) (i) FEBHEGE)
Significant increases in credit risk 1B mEANEE M
In assessing whether the credit risk of ThemIT ENEERR B VLHERL
a financial instrument has increased REGD AR EFR  NEBSHER $|§
significantly since initial recognition, HERHAERRYZERB BTGNS E T
the Group compares the risk of default BBHEEANONER - (EH EH R
occurring on the financial instrument AEERE  MERATKAEEARAS
assessed at the reporting date with that B R RS R (G ) 17
assessed at the date of initial recognition. BB TRAAEBRS I NEEERE
In making this assessment, the Group % AEKENEH - AEBSEES
considers that a default event occurs EBrSENEEkEMEER  BEATLE
when the borrower is unlikely to pay its BRREESMNEBEKARNE N TENT
credit obligations to the Group in full, BISHIRTHE &R -

without recourse by the Group to actions
such as realising security (if any is held).
The Group considers both quantitative
and qualitative information that is
reasonable and supportable, including
historical experience and forward-looking
information that is available without
undue cost or effort.

In particular, the following information BRmME  ETGHEVTHERAREER
is taken into account when assessing BB B ARG - §ZEBATNER :
whether credit risk has increased

significantly since initial recognition:

- failure to make payments of - REESYIHBHBE AR
principal or interest on their g
contractually due dates;

- an actual or expected significant - SRIANIBRAMERTR
deterioration in a financial (A S ) BRI E R

instrument’s external or internal
credit rating (if available);

—  an actual or expected significant - ERAREXEETRNTEHEES
deterioration in the operating results 1t &
of the debtor; and
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Notes to the Unaudited Interim Financial Report

3 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(b)

HKFRS 9, Financial instruments

(continued)

(i)

Credit losses (continued)

Significant increases in credit risk
(continued)

= existing or forecast changes in
the market, economic or legal
environment that have a significant
adverse effect on the debtor’s
ability to meet its obligation to the
Group.

Depending on the nature of the
financial instruments, the assessment
of a significant increase in credit risk is
performed on either an individual basis or
a collective basis. When the assessment
is performed on a collective basis, the
financial instruments are grouped based
on shared credit risk characteristics, such
as past due status and credit risk ratings.

ECLs are remeasured at each reporting
date to reflect changes in the financial
instrument’s credit risk since initial
recognition. Any change in the ECL
amount is recognised as an impairment
gain or loss in profit or loss. The Group
recognises an impairment gain or
loss for all financial instruments with
a corresponding adjustment to their
carrying amount through a loss allowance
account, except for investments in debt
securities that are measured at FVOCI
(recycling), for which the loss allowance
is recognised in other comprehensive
income and accumulated in the fair value
reserve (recycling).
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R

TP R R R

(Expressed in RMB unless otherwise indicated)
(BREEHBI - UARKEIIR)

3

CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

HKFRS 9, Financial instruments
(continued)

(i)

Credit losses (continued)

Basis of calculation of interest income on
credit-impaired financial assets

Interest income is calculated based on
the gross carrying amount of the financial
asset unless the financial asset is credit-
impaired, in which case interest income is
calculated based on the amortised cost
(i.e. the gross carrying amount less loss
allowance) of the financial asset.

At each reporting date, the Group
assesses whether a financial asset
is credit-impaired. A financial asset
is credit-impaired when one or more
events that have a detrimental impact on
the estimated future cash flows of the
financial asset have occurred.

Evidence that a financial asset is
credit-impaired includes the following
observable events:

- significant financial difficulties of the
debtor;

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

- it becoming probable that the
borrower will enter into bankruptcy
or other financial reorganisation;

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

- the disappearance of an active
market for a security because of
financial difficulties of the issuer.
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Notes to the Unaudited Interim Financial Report

3 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(b) HKFRS 9, Financial instruments
(continued)

(i)

Credit losses (continued)
Write-off policy

The gross carrying amount of a financial
asset or contract asset is written off
(either partially or in full) to the extent
that there is no realistic prospect of
recovery. This is generally the case when
the Group determines that the customer
does not have assets or sources of
income that could generate sufficient
cash flows to repay the amounts subject
to the write-off.

Subsequent recoveries of an asset that
was previously written off are recognised
as a reversal of impairment in profit or
loss in the period in which the recovery
occurs.

Opening balance adjustment

Based on the assessment, this change
in accounting policy does not have a
significant impact on the opening balance
of equity at 1 January 2018 as compared
with that recognised under HKAS 39 and
no additional ECLs has been recognised
by the Group at 1 January 2018.
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R HA B RS R 5 B AL

(Expressed in RMB unless otherwise indicated)
(BREEHBI - UARKEIIR)

3

/

CHANGES IN ACCOUNTING POLICIES

(CONTINUED)

(b) HKFRS 9, Financial instruments
(continued)

(iii) Transition

Changes in accounting policies resulting
from the adoption of HKFRS 9 have
been applied retrospectively, except as
described below:

Information relating to comparative
periods has not been restated.
Differences in the carrying amounts
of financial assets resulting from
the adoption of HKFRS 9 are
recognised in retained earnings
and reserves as at 1 January 2018.
Accordingly, if any, the information
presented for 2017 continues to be
reported under HKAS 39 and thus
may not be comparable with the
current period.

The assessment of the determination
of the business model within
which a financial is held has been
made on the basis of the facts
and circumstances that existed at
1 January 2018 (the date of initial
application of HKFRS 9 by the
Group).

If, at the date of initial application,
the assessment of whether there
has been a significant increase in
credit risk since initial recognition
would have involved undue cost
or effort, a lifetime ECL has been
recognised for that financial
instrument.

Interim Report 2018

3

BB EE ()

(b)

ERMBEREEAEN - M T A (&)

RN E B 53R E 2R 955k M 51 B0
SRTRREHOEPER - T XA
EERIL

ERALLEHEMNER &S - B
—T—N\F—F—H BEHESE
B 7 SR A5 #E I 25 9 5 T 31 B &
BERAEZS  BNRBEF RHF
HHER - At (B BE23M=
T+ FERNBEREREGTE
BIZE 395 R4 + AR n] BRI A
BRHLE o

SLEETE P & L B A A A AR AT
BER-_F-N\F—A—B (AR
SEERERTEMBHRELERSE
IR A EFENZTERIBEAR
EEMIES -

RERERBH  HETh B 9hE
REF G EERRETRZLENE
WRABEORARKTE - RIFER
ZEMTAEREFERNEREE
BB



Notes to the Unaudited Interim Financial Report

3 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(c)

HKFRS 15, Revenue from contracts with
customers

HKFRS 15 establishes a comprehensive
framework for recognising revenue and some
costs from contracts with customers. HKFRS
15 replaces HKAS 18, Revenue, which
covered revenue arising from sale of goods
and rendering of services, and HKAS 11,
Construction contracts, which specified the
accounting for construction contracts.

The Group has elected to use the cumulative
effect transition method and there is no impact
of transition to HKFRS 15 to the opening
balance of equity at 1 January 2018 in this
regard. And comparative information has not
been restated and continues to be reported
under HKAS 18. As allowed by HKFRS 15, the
Group has applied the new requirements only
to contracts that were not completed before 1
January 2018.

Further details of the nature and effect of the
changes on previous accounting policies are
set out below:

(i) Timing of revenue recognition

Previously, revenue arising from provision
of services was recognised over time,
whereas revenue from sale of goods
was generally recognised at a point
in time when the risks and rewards of
ownership of the goods had passed to
the customers.

Under HKFRS 15, revenue is recognised
when the customer obtains control of
the promised good or service in the
contract. This may be at a single point
in time or over time. HKFRS 15 identifies
the following three situations in which
control of the promised good or service is
regarded as being transferred over time:
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REBEL P TR S

(Expressed in RMB unless otherwise indicated)
(BREEHBI - UARKEIIR)

CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

3

/

(c) HKFRS 15, Revenue from contracts with
customers (continued)

(i)

Timing of revenue recognition
(continued)

A. When the customer simultaneously
receives and consumes the benefits
provided by the entity’s performance, as
the entity performs;

B. 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;

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

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

The adoption of HKFRS 15 does not
have a significant impact on when the
Group recognises revenue from sales of
goods or rendering of service.
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Notes to the Unaudited Interim Financial Report

CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(c) HKFRS 15, Revenue from contracts with
customers (continued)

(i) Presentation of contract assets and
liabilities

Under HKFRS 15, a receivable is
recognised only if the Group has an
unconditional right to consideration. If the
Group recognises the related revenue
before being unconditionally entitled
to the consideration for the promised
goods and services in the contract,
then the entitlement to consideration is
classified as a contract asset. Similarly,
a contract liability, rather than a payable,
is recognised when a customer pays
consideration, or is contractually required
to pay consideration and the amount is
already due, before the Group recognises
the related revenue. For a single
contract with the customer, either a net
contract asset or a net contract liability
is presented. For multiple contracts,
contract assets and contract liabilities of
unrelated contracts are not presented on
a net basis.

The adoption of HKFRS 15 does
not have a significant impact on the
presentation of assets and liabilities at 1
January 2018 and there is no adjustment
in this regard.

SEGMENT REPORTING

The Group manages its businesses by lines of
business. In view of the disposal of the manufacture
and sale of axles business in 2017, and the
cessation of the e-commerce business during
the current period, the Group will focus on the
development of an electronic trading platform to
facilitate awards earned by customers of loyalty
programmes of other companies to be exchanged
globally in the form of virtual assets and credits for
consumption of merchandises, games, services
and other commercial transactions, i.e. the “Digital
point 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 operating segments for the six months ended 30
June 2018:
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REBEZ P TR E T

(Expressed in RMB unless otherwise indicated)
(BB UARKEIIR)

4 SEGMENT REPORTING (CONTINUED) 4

(a)

Digital point business: this segment operates .
an electronic platform to facilitate awards

earned by customers of loyalty programmes

of other companies to be exchanged globally

in the form of virtual assets and credits for
consumption of merchandises, games,

services and other commercial transactions.

E-commerce business: this segment trades °
goods through electronic distribution platform,

mobile applications and other related means.

The Group ceased the operation of this

segment during the six months ended 30 June

2018.

No operating segments have been aggregated
to form the above reportable segments.
Disaggregation of revenue (a)
Disaggregation of revenue from contracts with

customers by major products or service lines is
as follows:

7 EPHE

BFEOER R0 EBReEETFanyY
BEFBHEMAR M DHMEBIPTEREREIAE
BREERRENAREHRABI NG R B
Bl REEEMERZZTER

BIHHELY RO WEBETHUTA - B
BEAEXRE IS X XSS  AKE

RBE-Z—\FAA=TALAEARLE
ing/_\i o

WMATHEE D EABAUA LREH B -
WA B S

EEZEGIRESEEREEL 2 WA SR
T

Six months ended 30 June

BEAA=1THIENEA

2018 2017
—EB-N\E —tF
(Note)
(MF=E)
RMB’000 RMB’000
AR%T T AR%ET T
Revenue from contracts with EE B EREERFE 1555
customers within the scope BEERAZEFEHZWA
of HKFRS 15
Disaggregated by major products %= Z 2 fh sk RIS 4R 5 48
of service lines
— Sales of goods and rendering  —$5E&E S & LIRS
of services 5,603 122,858
Note: The Group has initially applied HKFRS 15 using Wiak - AEBER 2T E LT RXERBBMHERELE

the cumulative effect method. Under this method,
the comparative information is not restated and
was prepared in accordance with HKAS 18 (see
Note 3(c)).

Disaggregation of revenue from contracts with
customers by the timing of revenue recognition
is disclosed in Note 4(b).
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Notes to the Unaudited Interim Financial Report

4 SEGMENT REPORTING (CONTINUED)

(b)

Segment results, assets and liabilities

For the purposes of disaggregation of revenue
from contracts with customers by the timing
of revenue recognition, as well as assessing
segment performance and allocating resources
between segments, the Group’s most senior
executive management monitors the results,
assets and liabilities attributable to each
reportable segment on the following bases:

Revenue and expenses are allocated to the
reportable segments with reference to revenue
generated by those segments and expenses
incurred by those segments. No inter-segment
sales have occurred for the six months ended
30 June 2018 and 2017. The Group’s other
operating expenses, such as selling and
distribution expenses, administrative expenses,
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
and liabilities with the exception of convertible
bonds and unallocated corporate assets and
liabilities.

Information regarding the Group’s reportable
segments as provided to the Group’s most
senior executive management for the purposes
of resource allocation and assessment of
segment performance for the six months ended
30 June 2018 and 2017 is set out below.
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(Expressed in RMB unless otherwise indicated)
(BB UARKEIIR)

SEGMENT REPORTING (CONTINUED) 4

4
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(b)

Segment results, assets and liabilities

(continued)

7B E ()

DEEE BEREE (B

Six months ended 30 June 2018
BE-ZE-N\EXA=1+HIEAAEA

Digital point E-commerce

business business Total
BFEOEK BTHEEK et
RMB’000 RMB’000 RMB’000
ARBTRT ARETR AR%®Tx
Disaggregated by timing of R A EREE & 5
revenue recognition
Point in time TSR AR Pl B 4,965 638 5,603
Revenue from external REIMBEFHBAR
customers and reportable AR & 2 EBULA
segment revenue 4,965 638 5,603
Reportable segment AR E D BEFR
gross profit 1,153 167 1,320
At 30 June 2018
R=Z-—N\FXA=+H
Digital point E-commerce
business business Total
BFEIXYK BTHEXEK et
RMB’000 RMB’000 RMB’000
ARBTRT AR®BTR AR%®Tx
Reportable segment assets AREDEBEE 69,523 - 69,523
Reportable segment liabilities AIH{ &2 HEE 86,740 - 86,740

Interim Report 2018
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RACEZ P HA B R 3R 5 =T

(Expressed in RMB unless otherwise indicated)
(BRBEHI - UARBEFIR)

SEGMENT REPORTING (CONTINUED) 4 oEbEHRE (R)

(b) Segment results, assets and liabilities (b) 2EEE BEEREE(E)
(continued)

Six months ended 30 June 2017
BE-Z—tFEXNA=1THILAEA

E-commerce Axle
business business Total
BRI ¥R BHREK #Er
(Note) (Note) (Note)
(BH5E) (BF3E) (FF=E)

RMB’000 RMB’000 RMB’000
ARETT ARBTT ARETE

Revenue recognised at point R E SRR SR EE

in time from external R 2R R AV A
customers and reportable R E D IBKRA
segment revenue 90,207 32,651 122,858
Reportable segment gross loss A& 2 28EE (795) (4,942) (5,737)
At 31 December 2017
R-ZB—tH+_-A=1+—H
Digital point E-commerce
business business Total
BEMARY BIWHKS @it
RMB’000 RMB’000 RMB’000
ARBTRE  ARETRE  ARETR
Reportable segment assets AHESBEE 163,768 45,314 209,082
Reportable segment liabilities A& 2 HE & 87,770 38,160 125,930
Note: The Group has initially applied HKFRS 15 using Mist : AEBEER R EETRNERBEM B MELERIE 15
cumulative effect method. Under this method, the %o BB A - WESH AT RERSRIBEESSET
comparative information is not restated and was AR 185 m R (R FIzE3(c)) °
prepared in accordance with HKAS 18 (see Note
3(c)).
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REBEL P TR S

(Expressed in RMB unless otherwise indicated)
(BREEHBI - UARKEIIR)

4 SEGMENT REPORTING (CONTINUED) 4

(c) Reconciliations of reports segment assets

and liabilities

7B E ()

(c) EOBEERBEOHER

At 30 June | At 31 December
2018 2017
R-B—N\E RIZZ—+t5F
NA=t+H | +t=A= ‘f’ H
RMB’000 RMB’000
AR¥T ARBTIT
Assets EE
Reportable segment assets Al FRED R EE 69,523 209,082
Unallocated head office and ROMEH R AREE
corporate assets 351,996 35,378
Elimination of receivables BDE RN RS
between segments, and 2 B FE W R IE Ry 3 85
segments and head office (119,496) (92,886)
Consolidated total assets R EEE 302,023 451,569
Liabilities =R
Reportable segment liabilities ASRENEEE 86,740 125,930
Convertible bonds AR E S 66,119 85,075
Unallocated head office and RoEH R ARAE
corporate liabilities 64,767 1,052
Elimination of payables T ab Ko b E A Ep
between segments, and 2 TEFE 1S SRIE RO K 8
segments and head office (119,496) (92,886)
Consolidated total liabilities mEEBRE 98,130 119,171

Fortunet e-Commerce Group Limited
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OTHER INCOME

Notes to the Unaudited Interim Financial Report
RACEZ P HA B RS 3R 5 =T

(Expressed in RMB unless otherwise indicated)

5 Hittlss

(BRBEHI - UARBFIR)

Six months ended 30 June

BEAA=1HIEANEA

2018 2017
—E-N\F —F—tF
RMB’000 RMB’000
ARET T ARET T
Net loss on disposal of HEYME  BEMEE
property, plant and equipment 2 ERFEE ) (2,360)
Government grants R T 4 138 1,171
Others Hot 1,390 1,414
1,519 225
IMPAIRMENT LOSSES 6 EEE B

Six months ended 30 June
BZAA=1THIEAEA

-~

2018 2017
—E-N\F —ET—tF
RMB’000 RMB’000
AR¥T R ARETIT
Impairment losses/(reversal B 5 R H b WG IE R
of impairment losses) on BIBEEE, CRERERE)
trade and other receivables (H1aZ 14(b))
(Note 14(b)) 22,984 (5,715)
Impairment losses on goodwill BB EBE - 14,844
22,984 9,129
SRIEEEERAT T N\FEHRHRE 43
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REBEL P TR S

(Expressed in RMB unless otherwise indicated)
(BREEHBI - UARKEIIR)

7 (LOSS)/PROFIT BEFORE TAXATION 7 BRBLAT (B518), s F
(Loss)/profit before taxation is arrived at after BRELAT(E518) e Mk (G A) AT B IE B 2
charging/(crediting): o
(@) Finance income: (a) ®WEWS :

Six months ended 30 June
BZEAA=1THIEAREA

VR

\

N
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2018 2017
—E-N\F —ET—t5F
RMB’000 RMB’000
ARET T ARET T
Interest on bank and other loans 817 R E A EFF & - 5,324
Finance charges on BEHRBEMEER
secured notes - 883
Finance charges on convertible AR EHFMIEER (F77 18)
bonds (Note 18) 6,037 5,824
6,037 12,031
Net foreign exchange (gain)/loss  MNE (W25 ) /B8 %58 (344) 6,340
Gain on redemption of EEARHERE 2 W
secured notes - (1,228)
Changes in fair value on AMREFITETAISD
the derivative components N ERE (f5718)
of convertible bonds (Note 18) (21,997) (26,504)
(16,304) (9,361)
(b) Staff costs: (b) EBIA:

Six months ended 30 June

BEAA=1HIEANEA

2018 2017

—E-N\EF —E—+tF

RMB’000 RMB’000

ARET T ARETIT

Salaries, wages and other benefits ¥& ~ T& R E &7 47,759 23,118
Contributions to defined ) S TE ERGRIRET B 51

contribution retirement plans 5,604 1,428
Equity-settled share-based AR ARG AEM 2

payment expenses KRB (A7t 19(d)
(Note 19(d)) - 20,421
53,363 44,967

Fortunet e-Commerce Group Limited
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R HA B RS R 5 BT AL

(Expressed in RMB unless otherwise indicated)
(BRBEHI - UARBFIR)

7 (LOSS)/PROFIT BEFORE TAXATION 7 RREBADER(B58) (#)
(CONTINUED)
(c) Otheritems: (c) HfhEAR :
Six months ended 30 June
BZERA=1THLXREAR
2018 2017
—E-N\F —ET—t5F
RMB’000 RMB’000
AR®T T ARBTT
Cost of inventories (Note 13(b))  TFERKA (A2t 13(b)) 4,261 128,514
Depreciation and amortisation e Ry
(Notes 10 and 11) (Mt 10%11) 1,497 9,980
Operating lease charges in BAMENKEHEER
respect of properties 5,848 5,792
8 INCOME TAX 8 FrEM
Six months ended 30 June
BEASA=1THIEAEA
2018 2017
—E-N\E —E=—tF
RMB’000 RMB’000
AR%T T ARET T
Current taxation BNEATEIE - =
Deferred taxation PRIEFTIE - 15,904
- 15,904

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 2018 (six months ended 30 June
2017: 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 2018 (six months ended 30 June 2017: 25%).

AR R R BB FEM A S A R B A FRE
E-T— \FNAZTAIEAEARR16.5% (B
E_T—tFAA=TAIEAMEA : 16.5%) H5
EHMEETIEGH -

ARBIRAEENRINFAEHENRBRZES
AL E M A R] - RIEE R B A BI K
BRAROER - BEABMERAEN

AEERTE (T RIEES) EMfMARLAHE R R
REZE_ZT— \FRA=THILREAEKR25%
(BZZZ—+FA=THIEAEAR : 25%) K
MERGAPBELEMEN
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Notes to the Unaudited Interim Financial Report
B P AR RS R AT

(Expressed in RMB unless otherwise indicated)
(BB UARKEIIR)

(LOSS)/EARNINGS PER SHARE

xR

9

/

(a)

Basic (loss)/earnings per share

The basic loss per share for the six months
ended 30 June 2018 is calculated based on
the loss attributable to the equity shareholders
of the Company of RMB29,682,000 (six
months ended 30 June 2017: profit attributable
to the equity shareholders of the Company of
RMB86,191,000) and the weighted average
number of ordinary shares of 1,813,258,000
(six months ended 30 June 2017:
1,818,945,000 ordinary shares) in issue during
the interim period, calculated as follows:

Weighted average number of ordinary shares:

9

Bk (B1E), B

(a)

BREL (FER) B

BHE-_Z-N\FEFXA=1+tHIEXEA &K
EABEERAQRESBREEGEEARE
20,682,000 (BHE_ZE—tF NA=1H
IR R « AR Rz IR R FE L s A A R
86,191,000 7T ) K& 7 HA B 0 B B8 17 I 48 A
e 15%01,813,258,000 % (B2 — T —tF/~
B=+B8I1t/518A : 1,818,945,000 I & 3@ A% )
SHEWT

BB

Six months ended 30 June

BEASA=1THIENEA

2018 2017
—E-N\F —T—tF
’000 ‘000
F A& Fix
Issued ordinary shares R—HA—BE#THEER
at 1 January 1,813,509 1,671,615
Effect of shares issued BRI E
(Note 19(b)) (K15 19(b)) - 147,330
Effect of shares repurchased LA ghln) 7
(Note 19(c)) (HiaE 19(c) (251) —
Weighted average number of RSB =1 B EBIRnEFIE
ordinary shares at 30 June 1,813,258 1,818,945

Interim Report 2018
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REELP I TE RS aE

(Expressed in RMB unless otherwise indicated)
(BRBEHI - UARBEFIR)

—

9 (LOSS)/EARNINGS PER SHARE 9 BR(EE)BF(E)
(CONTINUED)
(b) Diluted (loss)/earnings per share (b) EREE(ER) EBA
The diluted loss per share for the six months E_E-N\FARAZTHLENEAASRESE
ended 30 June 2018 is calculated based on ERTDERANR RERRRERERE (E#E) A
the loss attributable to equity shareholders of R¥ 44,470,000 c(BE-_FT—CtF A=+
the Company (diluted) of RMB44,470,000 (six HIERMER : AR 5 #E 25 AR (5 % 7 (8
months ended 30 June 2017: profit attributable &) AR M62,786,0007T ) & & A% pnsE F 15
to the equity shareholders of the Company H(#5E)1,877,793,000 (B = —tF
(diluted) of RMB62,786,000) and the weighted ANAZTBIEAREAR  LTER(EE) ARK
average number of ordinary shares (diluted) 1,883,521,0007E).:+§¢11D—|— :
of 1,877,793,000 (six months ended 30 June
2017: 1,883,521,000 ordinary shares (diluted)),
calculated as follows:
(i) (Loss)/profit attributable to the () AATEZBRREN (B SRR (G
equity shareholders of the Company B)
(diluted)
Six months ended 30 June
BEAA=1THIEAREA
2018 2017
—EB-N\E —tF
RMB’000 RMB’000
AR%T T ARETIT
(Loss)/profit attributable to AN &) #E 25 A% 5 FE(G
the equity shareholders (E518), /%7
of the Company (29,682) 86,191
After tax effect of AmRESFaETSFIER
interest and exchange R ERE B E
differences on the liability
components of convertible
bonds 6,881 4,246
After tax effect of changes ~ AIHAR(ESLTA D
in fair value recognised ERERATEE @J&
and exchange differences  [E X ZZE 2 Fiig R
on the derivative
components of convertible
bonds (21,669) (27,651)
(Loss)/profit attributable PN ol 2 )
to the equity (E18),/aF (#E)
shareholders of the
Company (diluted) (44,470) 62,786
ERSHEEMERAT T /\FFRHERE 47
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B P AR RS R AT

(Expressed in RMB unless otherwise indicated)
(BB UARKEIIR)

xR

9
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(LOSS)/EARNINGS PER SHARE 9 SR(ER)BF(E)
(CONTINUED)
(b) Diluted (loss)/earnings per share (continued) (b) HRREE(HE) BR (&)

(ii)

Weighted average number of
ordinary shares (diluted)

(i)

ERRMEF9H (15E)

Six months ended 30 June
BZEAA=1THIEAEA

2018 2017
—E-N\F —T—tF
’000 000
T Fi%
Weighted average MANRA=1THzEmk
number of ordinary kK
shares at 30 June 1,813,258 1,818,945
Effect of conversion of R EF 2 &
convertible bonds 64,535 64,576
Weighted average number 775 A =+ B 2 i@k s
of ordinary shares g (E5E)
(diluted) at 30 June 1,877,793 1,883,521

The Group’s share options granted could
potentially dilute basic (loss)/earnings per
share in the future, but were not included
in the calculation of diluted (loss)/earnings
per share because they are antidilutive
during the six months ended 30 June
2018 and 2017.

AEE DR B BRI EN R REE S
EERER(ER), BT - ETSHA
FREE (B8R BN ZFdES T
REEREBE_FT-N\FR-_FT—LF
NA=ZTHLEREARES -



10 PROPERTY, PLANT AND EQUIPMENT

Notes to the Unaudited Interim Financial Report

ARAEEE AR A B RS R 5 PR

(Expressed in RMB unless otherwise indicated)
(BRBEHI - UARBEFIR)

10 % BERRE

Motor
Machinery vehicles
Plant and and and other
buildings  equipment  equipment Total
AER
BEREF HERRE HAt% et
RMB’000 RMB’000 RMB’000 RMB’000
ARETT AR®TT ARETT ARETT
Cost: B
At 1 January 2017 RZZE—+tF—HA—H 78,946 196,356 19,391 294,693
Additions NE 2,889 302 5,876 9,067
Disposals HE - - (10,264) (10,264)
Decrease from disposal T8 A 7R >
of subsidiaries (77,926) (196,658) (5,164) (279,748)
At 31 December 2017 RZZE—+F+=-A=1T—H 3,909 - 9,839 13,748
Accumulated depreciation ~ EFHTEREE :
and impairment:
At 1 January 2017 RZE—+%—H—H (54,237) (147,652) (9,834) (211,723)
Charge for the year A S (1,985) (2,830) 2,414) (7,229)
Written back on disposals HERE - = 6,275 6,275
Decrease from disposal HE B A 7R
of subsidiaries 53,809 150,482 3,443 207,734
At 31 December 2017 RZE—+F+=-A=+—H (2,413) - (2,530) (4,943)
Carrying amount: BRME(E :
At 31 December 2017 RZE—+F+-A=1+—H 1,496 - 7,309 8,805
ERFEEEERAT - N\FHERE

\

-~
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RACEZ P HA B R R 5 =T

(Expressed in RMB unless otherwise indicated)
(BREEHBI - UARKEIIR)

10 PROPERTY, PLANT AND EQUIPMENT 10 Y% - BERSE(E)
(CONTINUED)
Motor
vehicles
Plant and and other
buildings equipment Total
HER
BERETF Hithsk s st
RMB’000 RMB’000 RMB’000
AR®T R AR%T R AR®T R
Cost: B
At 1 January 2018 R=ZZ—N\F—HA—H 3,909 9,839 13,748
Additions NE 2,190 909 3,099
Disposals HE - (15) (15)
At 30 June 2018 RZE—N\FA=1+H 6,099 10,733 16,832
Accumulated RETERAME :
depreciation
and impairment:
At 1 January 2018 RZE—N\F—H—H (2,413) (2,530) (4,943)
Charge for the period HAA S H (399) (1,098) (1,497)
Written back on disposals Hi &%l - 4 4
At 30 June 2018 RZZE—N\FA=T+H (2,812) (3,624) (6,436)
Carrying amount: ARME(E :
At 30 June 2018 RZZ—N\FARA=+H 3,287 7,109 10,396

VR
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n\; A I~ = PR l%l-
RAS TP B TSR 5 Y T
(Expressed in RMB unless otherwise indicated)

(BRBEHI - UARBFIR)

11 INTANGIBLE ASSETS 11 BREEE

Exclusive
Domain name income right Total
g% BRBAE 5t
RMB’000 RMB’000 RMB’000
AR%T T ARYT T ARBT T
(Note (i) (Note (ii)
(BH=E()) (BRE (i)
Cost: B
At 1 January 2017, RZF—tF—A—H"
31 December 2017, “E—tF+ZA=+-H"
1 January 2018 and - \&—R—Hk
30 June 2018 —E-\FRA=TH 21,917 13,824 35,741
Accumulated amortisation ZEERAEE
and impairment:
At 1 January 2017 RZE—+§—HF—H (8,850) (4,224) (13,074)
Charge for the year FRZH (5,059) (4,608) (9,667)
Impairment losses REBE (8,008) (4,992) (13,000)
At 31 December 2017, RZE—tF+-A=+—-8"
1 January 2018 and —E-\$—H—H
30 June 2018 RZZ—-N\E A=TH (21,917) (13,824) (35,741)

Carrying amount:
At 31 December 2017 and
30 June 2018

FREE :
RIE—+&F+-A=+—HEK
T \FXA=1H =

This intangible asset represents the Group’s
electronic distribution platform, www.
CCIGMALL.com, which the Group acquired
through the acquisition of an e-commerce
business in 2015. In view of the increasing
competition within the e-commerce sector,
and the slower than expected growth and
uncertainties surrounding the future of the
Group’s own e-commerce business, the
Group assessed the recoverable amount of
the domain name and as a result the carrying
amount of the domain name was written down
to RMBNIl. The Group ceased the e-commerce
business during the six months ended 30 June
2018.

WEFEERAEBNE T2 HEFEwww.
CCIGMALL.com * ASKER-—ZT—RAF BB
WIEETEmEEBKEMR - ENETFEHED
HHmFHBEZ  UERAEEEGETHERE
TS REBTEEE RE KRR TEENE - A&
BT 2 M R IR B & 58 - 35 19 4 BR T (E i
BMEAREZIT - REEREE—ZT—/\F X
A=+HILEANEAKIEEFHEELR -

SEFEEBERAT —B—\FRHHL
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Notes to the Unaudited Interim Financial Report

T2 B R B

(Expressed in RMB unless otherwise indicated)
(BREEHBI - UARKEIIR)

N

11 INTANGIBLE ASSETS (CONTINUED) 11 BEEE (&)

(i) This intangible asset represents an exclusive (i) WEEEEEASEER-ZE—"FR—EY
income right obtained in 2016 from the (¥HREERAEEHETHETLAMEZBRIK
development of a tailor-made e-commerce ARER] - UBBZ T AR EMENETZS
platform for a property developer in order to YRR BREURA - 2B YR 2R 5
earn revenue from this property developer H7HEIBREERIEREE  AEBEEE
by assisting its property sales through the RAZEEE RVEINTEEIRE « Et » A&
platform. In view of the slower than expected EEEETEERKAEFNNAKESEE @ I
progress of the property projects under EERBARMNEIERMREARKEET - K
development by the above property developer, N ESHERAEEIE AR 22 k25 E 1
the management of the Group considered T Lt AR ERIRLEITE)
such projects may not be developed as
planned. Accordingly, the management of the
Group assessed the recoverable amount of
the exclusive income right and as a result the
carrying amount of the exclusive income right
was written down to RMBNIl. The directors of
the Company confirm that the Group is taking
the necessary actions to recover all or part of
the consideration paid to the above property
developer.

12 GOODWILL 12 B/HE
RMB’000
ARBFT
Cost: AN :
At 1 January 2017, 31 December 2017, R-_T—+tF—H—H ZZ—+F
1 January 2018 and 30 June 2018 +ZA=+—H ZE-N\F—HA—H
NZZE-N\FRA=1H 61,013

Accumulated impairment losses: ZEHBEEE -

At 1 January 2017 R-_T—tF—H—H =

Impairment losses WIBEEE (61,013)

At 31 December 2017, 1 January 2018 R_ZB—tF+-_A=+—8H"

and 30 June 2018 —T-N\E-A—Hk
—ZE-N\FARA=T+H (61,013)

BREE :
R—T—+F+—_A=1+—8K
—E—N\FARA=1+H =

Carrying amount:
At 31 December 2017 and 30 June 2018

VR

k 52  Fortunet e-Commerce Group Limited

Interim Report 2018

N

~——



12

13

Notes to the Unaudited Interim Financial Report

R HA B RS R 5 BT AL

(Expressed in RMB unless otherwise indicated)
(BRBEHI - UARBFIR)

GOODWILL (CONTINUED) 12 HE (&)
On 25 March 2015, the Group acquired the RZE—RAF=ZA=-+HB  AEENUREARE
51% equity interests in Century Network Holding 76,392,000 JTH88 Century Network Holding Limited
Limited (“Century Network”) for a consideration of ([Century Network]) 51% A% # - B B 5k AN &8
RMB76,392,000. The excess of the cost of the BRI BRI EEFENRA T FENEZEARK
purchase over the net fair value of the identifiable net 61,013,000 JTAC &k A7 & & 5 Bl 2= Century Network
assets acquired of RMB61,013,000 was recorded NEFRBEE((EFEERELELENM]) o
as goodwill and allocated to the Century Network’s
e-commerce business (the “e-commerce CGU”).
As mentioned in Note 11, in view of the slower than BN FE P EREF R EEBIERENRTE
expected growth of the e-commerce business, the . AEEERENEEFREReEEEMMNT
management of the Group assessed the recoverable WE4LEE  AtEENEEERREAREEZ T -
amount of the e-commerce CGU and as a result the AEEREBEE_ZT—NFARAA=ZTHLERNEAKILE
carrying amount of the goodwill was written down BEFEEFER -
to RMBNIil. The Group ceased the e-commerce
business during the six months ended 30 June 2018.
INVENTORIES 13 =&
(@) Inventories in the consolidated statement (a) REEMBRRERNEFERSE:
of financial position comprise:
At 30 June | At 31 December
2018 2017
R=Z—N\F RIE—tF
R~A=+H | t=ZA=1t—H
RMB’000 RMB’000
AR®T T ARBFT
Merchandises for trading R 5 1,819 1,343
Less: write-down of inventories & : T SH#UR (924) (1,249)
895 94
(b) The analysis of the amount of inventories (b) ERABXKRTAGEEZREMEEIKER
recognised as an expense and included in the MEESHEIOT :
consolidated statement of profit or loss and
other comprehensive income is as follows:
Six months ended 30 June
BEASA=1+HIEAEA
2018 2017
—E-N\F —F—tF
RMB’000 RMB’000
AR®T T AREFTT
Carrying amount of EHFEMNIRAE
inventories sold 4,261 120,774
Write-down of inventories FEHMOR - 7,740
4,261 128,514
-~
ERZHEEERAT T N\FHEHPRE

\ 53 /)

~———



VR

\

N

Notes to the Unaudited Interim Financial Report

2N

AT A B R R B

(Expressed in RMB unless otherwise indicated)
(BREEHBEI - LARKEIIR)

14 TRADE AND OTHER RECEIVABLES

54
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Fortunet e-Commerce Group Limited

/

14 EFZRHEHMERFIE

At 30 June | At 31 December
2018 2017
R-ZB-N\FE R-T—+F
AA=+H | t=ZA=1t—H
RMB’000 RMB’000
ARETT AREF T
Trade receivables =) e 5,847 4,296
Less: loss allowance B iR (3,399) (3,399)
2,448 897
Prepayments, deposits and other TEFIE - e R EAEWERIE
receivables:
— Advances to suppliers — X TR 2 B 232 2,149
— Value added tax refundable — AM IS E R 9,076 6,265
— Loans to third parties —AE=FER 51,035 31,765
— Others —HAb 45,498 48,700
105,841 88,879
Less: loss allowance W EEEE (63,024) (40,130)
42,817 48,749
45,265 49,646

Trade receivables arising from the Group’s digital
point business are generally due within three months
from the date of biling. All of the trade and other
receivables, net of loss allowance, are expected to

¥ o

be recovered or recognised as expenses within one

year.

Interim Report 2018
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REBEZL PR E T

(Expressed in RMB unless otherwise indicated)
(BRBEHI - UAREEFIR)

14 TRADE AND OTHER RECEIVABLES 14 EFZRHEMEWREIE (&)

(CONTINUED)

(a) Ageing analysis (@) HRERDHT
As of the end of the reporting period, the MREFEEIR st AB S REMERZFIBZES
ageing analysis of trade receivables (net of FEU I8 (MG EtE s ) BN = B Hi R BR %
loss allowance), included in trade and other DITEHIIAT -
receivables, based on the invoice date, is as
follows:

At 30 June | At 31 December
2018 2017
R-ZE-—NE RZE—+t5F
AA=t+H | +=A _-1— H
RMB’000 RMB’000
AR%T T ARETT

Within 3 months =@MAR 2,208 897
Over 3 months but within R iE = & A B DR 7 E A
6 months 150 -
2,448 897
(b) Impairment of trade and other receivables (b) EZREMEKRFIERE
The movements in the loss allowance during i FAEBBRENESHNT

the period/year are as follows:

Six months Year ended
ended 30 June 31 December
2018 2017

/\ﬁ _'|' | ‘f’fﬂ_‘f’ H

1ER1EA IEFE

RMB’000 RMB’000

AR¥T AREFTT

At 1 January n—HA—H 43,529 408,310
Impairment losses/(reversal of WEEE, (BEREESIE)

impairment losses) (Note 6) (Hizt6) 22,084 (5,684)

Uncollectible amounts written off 7~ aJ U [B] 4 58 (90) (108)

Decrease from disposal HEMB AR
of subsidiaries - (358,989)
At 30 June/31 December RAB=+B +=B=+—H 66,423 43,529

-~
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R P H B TSR MY 5T

(Expressed in RMB unless otherwise indicated)
(BREEHBI - UARKEIIR)

15

16

/

HELD-FOR-TRADING INVESTMENTS 15 BERXRSZHRE
At 30 June
2018
R-Z-—NE
ANA=1H
RMB’000
AR¥T R
Held-for-trading investments: FHERZHIRE -
— Equity securities listed in Hong Kong — BB EMRAFES 3,128
— Investment funds —KREES 101
3,229
Held-for-trading investments are stated at fair BER I EIE AL EYEKAXEERT S AME
value which have been determined by reference to BEEF REBZE-_ZT—NEXA=+HIE~E
published price quotations in active markets. Loss on B BERSEENATLEEH 2 EHIEHARK
fair value changes of the held-for-trading investments 866,000 TLN B2 R ©
of approximately RMB866,000 has been recognised
in profit or loss during the six months ended 30 June
2018.
CASH AND CASH EQUIVALENTS 16 RERBELEEHEAR
At 30 June | At 31 December
2018 2017
R-Z—NE RZE—+F
RA=+H | t=ZA=1t—H
RMB’000 RMB’000
AR¥T ARBTIT
Cash at bank and on hand RITRFHERS 242,238 392,994

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.

Interim Report 2018
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REELT YR EME

(Expressed in RMB unless otherwise indicated)
(BRBEHI - UARBFIR)

17 TRADE AND OTHER PAYABLES 17 EB SR HAMENFIE
At 30 June | At 31 December
2018 2017
~A=1H ‘f’fﬂ _‘f’ H
RMB’000 RMB’000
ARBT T ARET T
Trade payables B S e IR 7,006 1,120
Payables for staff related costs B T BRI AN FE < 5R0IE 7,703 8,787
Payables for miscellaneous taxes G ANEZE X 807 614
Payables for selling expenses incurred  FEfTEiFTE D E 5 AT
for digital point business HEMRS 8,552 14,705
Others EAh, 4,083 2,460
21,145 26,566
Financial liabilities measured R E AT EN S RIBE
at amortised cost 28,151 27,686
Deposits received from business B AREEETED EB 2
partner in connection with the ERERRANZES
Group’s digital point business 1,000 1,000
Advances received from customers BB 105 154
Others Hib 2,755 5,256
32,011 34,096
All of the trade and other payables are expected to FTEYE S5 NEMENFIBEBTEER —F A4S sk g2
be settled or recognised as revenue within one year BUTASIEESKERE o

or are repayable on demand.

As of the end of the reporting period, the ageing REFEHR st AZB S REMEMNZTIBZE FER
analysis of trade payables included in trade and other RIFEN B EH BRI T -
payables, based on the invoice date, is as follows:

At 30 June | At 31 December
2018 2017
R-ZE—NF RZE—+t5F
ANA=t+H | TZH=1T—H
RMB’000 RMB’000
AR®T T ARBTT

Within 3 months =EAR 6,443 1,034
3 to 6 months =&=EA 386 26
Over 6 months BB~ E A 177 60

7,006 1,120

-~
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(Expressed in RMB unless otherwise indicated)
(BREEHBEI - LARKEIIR)

18
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CONVERTIBLE BONDS

The Group’s convertible bonds are analysed as

18 THH]KRES

REEABBEZATT -

follows:
Liability Derivative
components components Total
E8E¥s TEIEHS st
RMB’000 RMB'000 RMB'000
AREFT ARETT ARETT
At 1 January 2017 RZZE—+F—H—H 67,035 48,941 115,976
Convertible bond issued BB ES 59,321 27,449 86,770
Accrued finance charges for the year AEEEATHER 13,126 = 13,126
Interest paid BERFE (9,184) - (9,184)
Exchange adjustments B 5 SRR (3,895) (1,625) (5,520)
Fair value changes on the PTHETAEH A TFEE
derivative components - (32,401) (32,401)
Extinguishment of convertible bonds EEARARES (67,372) (16,320) (83,692)
At 31 December 2017 and R_E—+Ft_A=1+—Hk
1 January 2018 T )\5—H—H 59,031 26,044 85,075
Accrued finance charges for AERER 5 E A
the period (Note 7(a)) (Hi:# 7)) 6,037 - 6,037
Interest paid ERFE (4,168) - (4,168)
Exchange adjustments bE H AR 844 328 1,172
Fair value changes on the derivative ITETESHS N EEE
components (Note 7(a)) (Hi:# 7)) - (21,997) (21,997)
At 30 June 2018 RZZ—\FA=1H 61,744 4,375 66,119

Interim Report 2018
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CONVERTIBLE BONDS (CONTINUED)

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 Management Limited (“Chance Talent”), a third
party. Upon issuance, both convertible bonds bear
interest at 13% per annum and will mature on 3 June
2018. CB1 and CB2 are secured by ordinary shares
in the Company owned by Century Investment
(Holding) Limited (“Century Investment”).

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

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

18

REELT R EME

(Expressed in RMB unless otherwise indicated)
(BRBEHI - UAREEFIR)

AR RES (R)

RZZE—RF/NA=H ' XAAIER Chance Talent
Management Limited ([Chance Talent]) (—& %=
77) BT E{E 5 5l 46,000,000 7T (A E R A
R ¥ 36,706,000 7T ) B & 18 ] 2 f& & % ([ Al 3R AR &
# — 1) % 4,000,000 3 7T (495 74 A R ¥ 24,470,000
TL) BB AR E S ([ ARk ES = ]) o RE1T
% ZEMMABRRESFGIZFEF 1% B
BR=ZZ—N\FRNA=ZBEH - JRRES— KA
#af% (&% — LA Century Investment (Holding) Limited
([Century Investment|) BB AN QR R E BARIES
AR o

REEITZE R ES % » Chance Talental g ==
—NEANA=ZHE-ZT—/\FEN A =B E B[R
BRI 1.06B TG A IR ES —ER AN R LR
% (BN ) R iR SRR AR 1D 1.5078 oS Al AR fE 5 —
i AR NE LR (ARNRE) - RIREWSER
PTEESBMITAWE T ALRE WIS R AT AR E
o

RZE—tFF+ZRA=+H  ARFNEEBREKRE
FH— N Al ES = * LAKE A Chance Talent#17
[ {& 4 10,000,000 %€ 7t ( 49 A A R #5 66,066,000
L) BB RBRES(TBRRES =) - RNE&
1718 ATRREF LR FFIEAZ%FT EIXH R =
T—NFNA=HERH - A% E % =B Century
Investment #4282 &) 109,343,662 I & @A 1E A
# o Chance Talentr]H —ZE—\F+-_HA=-+H=ZE
—E—hENA= BEAIRERIRERIRS, 1.2008 T
BB EFZERANA G LB (BMRARE) -
WREH D B AMTES BT AW E 5 ALZE ik
MEAHRIRES 2 8% ©

BESEEEERAT "B \EREHE
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RACEZ P HA B R R 5 =T

(Expressed in RMB unless otherwise indicated)

(BREEHBI - UARKEIIR)

19 CAPITAL, RESERVES AND DIVIDENDS

19 RAE - #ERKRE

(a) Dividends (@ RE
(i) Dividends payable to equity (i) EAXAREEERZDHRE
shareholders of the Company
attributable to the interim period
The directors of the Company do not ARBEETEBERNEE_ZT—/\F
recommend the payment of an interim NAZTHIEARNBEAZHHRE(HES
dividend for the six months ended 30 TE—tFNAZTHLERER: AR
June 2018 (six months ended 30 June =IT) °
2017: RMBNIl).
(i) Dividends payable to equity (i) RPHAEREZEBNARAREZRER
shareholders of the Company F—BBEERE
attributable to the previous financial
year, approved during the interim
period
The directors of the Company did not KRR EBETEZERNEBEEZE_ZE—+F
recommend the payment of a dividend +A=+—HIEFEZRE(ZE—X
for the year ended 31 December 2017 F: AREBZT) -
(2016: RMBNIl).
(b) Share capital (b) B
Six months ended Year ended
30 June 2018 31 December 2017
BE-Z-N\E BE-_Z—+F
AA=TAHLEXEAR TZA=T—HIEFE
No. of shares No. of shares
ROYE Rt E!
’000 RMB’000 ‘000 RMB’000
TR AR®T R TR AR%T R
Ordinary shares of BREE0IXTZ
USD0.01 each, issued ~ E#ER ' ERTRARE
and fully paid:
At 1 January »n—A—H 1,813,509 117,978 1,671,615 108,209
Shares issued B &kH - - 151,515 10,404
Shares repurchased BEEREEERG
and cancelled - - (9,621) (635)
At 30 June/31 December  WAA=1+H/+ZA=+—H 1,813,509 117,978 1,813,509 117,978

Fortunet e-Commerce Group Limited
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19 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(c)

Treasury shares

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

19 J&A -

(c)

R HA B RS R 5 BT AL

(Expressed in RMB unless otherwise indicated)
(BRBEHI - UARBFIR)

R R E (&)

EFRA

MASHRR + 75 B3 S PR I LA & X EAR
T

Month/year Number Highest Lowest
of shares price paid price paid Aggregate
repurchased per share per share price paid
B/ 56 BERAHE ENSREEE CSAESRSEE EfAE
HKS HKS HKS
BT BT BT
May 2018 —T-)\f1A 715,000 1.02 0.98 718,000
June 2018 —T-\FXA 1,841,000 1.07 0.71 1,616,000
2,556,000 2,334,000

None of the repurchased shares was cancelled
during the six months ended 30 June 2018.
715,000 and 1,841,000 repurchased shares
were cancelled by the Company on 5 July
2018 and 1 August 2018 respectively.

REBEZ=_Z—N\FA=Z+HIENEA @ &
O EsE - R E—\EFE+LARHK =
T—N\ENA—HB  K2QA5 55 715,000
A% K2 1,841,000 AZEE @I A% (5

2 N\FhHHRE

\
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AE A2 P R B S R s M R

(Expressed in RMB unless otherwise indicated)
(BREEHBEI - LARKEIIR)

19 CAPITAL, RESERVES AND DIVIDENDS

2N

/

19 BRAE - @ERKRE (8)

(CONTINUED)
(d) Equity-settled share-based transactions (d EREEURDRAEENRS
The Company has a share option scheme AARHEFT TRZZE—ZF A=+ /\ BEFE
which was adopted on 28 June 2010 whereby M BB AERT S - B AR A E R EIRE
the directors of the Company are authorised, HiEEEAEE TR 2B RBES $iITA
at their discretion, to invite any full-time or B SR ESES(BEBLIIENTES)
part-time employees, executives, officers or RANBEE2ERALSEAASBEELHEE
directors (including independent non-executive HE BB ER AR - B - RE - HER -
directors) of the Group and any advisors, R DHEEEZEEMA LTRSS TENE
consultants, agents, suppliers, customers, IeiELASREE AN A B SRR o
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 R=_ZF—J/NF+ A=H - 80,000,00017 & i
were granted to directors of the Company and ERE A BEREAZIR T AR ESE N AE
employees of the Group under the above share BlES - RIEWATA BEES R B 1%L B Hi#E
option scheme. All the share options granted A —FREBREBN-_Z—hLE+HA=-HZ
will vest after one year from the date of grant 8 o M BIIES A AR AZ1.41 87T
and will mature on 2 October 2019. Each share REANE —REBIREARGD 2 EEE -
option gives the holder the right to subscribe
for one ordinary share in the Company at
HK$1.41 and is settled gross in shares.
() The term and condition of the share (i) FIREBERENEIEMEEDT
options granted is as follow:
Contractual
Number of Vesting life of share
instruments condition options
IHEE BEKRE BRENSHH
Share options granted BT EZMRERE
to directors: One year from the
- On 3 October 2016 -R=ZE—R"E+A=H 45,000,000 date of grant 3 years
B M A BRI —F 3%
Share options granted BT EEmERE -
to employees: One year from the 3 years
- On 3 October 2016 —-RZE—~FTA=R 35,000,000 date of grant 34
B M A SR —F
Total share options granted & H1AOEE A HE 4 21 80,000,000

Interim Report 2018
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19 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

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

(ii)

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

REBEZL PR E T

(Expressed in RMB unless otherwise indicated)
(BRBEHI - UAREEFIR)

19 BRAE - #ERKRE (&)

(d)

EEEEURORERNRS (&)

(i)

BRERE R EFIITEEMDT

Six months ended 30 June 2018
BE-ZE—N\ExA=1+HIEA~AEA

Weighted
average Number of
exercise price  share options
IREF 1T EE BREHE
HK$
BT
Outstanding at the beginning R EA¥ KR HAR KT T1E
and the end of the period 1.41 75,000,000
Exercisable at the end REARAT{T{E
of the period 1.41 75,000,000

The share options outstanding at 30 June
2018 had a weighted average exercise
price of HK$1.41 and a weighted average
remaining contractual life of 1.3 years.

20 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:

R-ZE— N\FRNA=1+HRITEAEAFE I
T EER1.41 BT RG THNETSE
#IHA A1 34F o

20 EWMIAZAVETE

(a)

BEAVEBEZERMEERAR

DNREER

TREJINBERARUEEEEEASE
MEBTERATE BEEVBEREE
BI85 A FEF BT E A FEFR
DPR=MBFR R VFESFRFIENIE
REAERNTERNSHEAITEELE
REREE  HIMT

—B— \EREES

\
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7774 £ =
RAEEX PN TR E M
(Expressed in RMB unless otherwise indicated)
(BREEHBI - UARKEIIR)
20 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

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

(i) 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

20 €WMTECAFEE(E)

() RATVEFEZERMEEREE(E)

i) 2AFHESRE

- B—REE:EN
BRI BEEL AL

ER e
STERHER

BTBHACAERENEAT

=

measured using Level 2 inputs, i.e.
observable inputs which fail to meet
Level 1, and not using significant

- FAMEE: MAE K28R

BE—RBESOTERSH) B
FMEREETABRRSUHEAT
6 - FABRSBHEMELTHH

unobservable inputs. Unobservable
inputs are inputs for which market
data are not available.

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

EAICE e

-  F=RBE: NREEFUEEZ

B EATE -

Fair value measurements at
30 June 2018 categorised into
R=EB-N\EXA=1H
SPBEUTEBRZAVENE

Fair value at
30 June 2018 Level 1 Level 3
R=Z-N\F
AA=tH
ZAYE F— E=®
RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT
Recurring fair value REMDNTETE
measurement
Financial assets SREE
— Held-for-trading —RHERZEE
investments (Note 15) (Hiz215) 3,229 3,229 -
Financial liabilities kY=l
— Derivative components of ~ — A REHLTE LS
convertible bonds (Hiz£18)
(Note 18) 4,375 - 4,375

Fortunet e-Commerce Group Limited
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20 FAIR VALUE MEASUREMENT OF FINANCIAL

Notes to the Unaudited Interim Financial Report
RACEZ P HA B R 3R =5 AT

(Expressed in RMB unless otherwise indicated)
(BRBEHI - UARBEFIR)

20 €WMTECAFEE(E)

INSTRUMENTS (CONTINUED)

(@) Financial assets and liabilities measured at (a)

RAFEFECEREERAE (B)

fair value (continued)

(i)

(i)

Fair value hierarchy (continued) (i) 2FESHGE)
Fair value
measurements at
Fair value 31 December 2017
at 31 December  categorised into
2017 Level 3
R=Z—t5§
R=Z—tF +=B=t+-H
+=A=+-H PEREZER
ZAYHE ZAVETE
RMB’000 RMB’000
ARETT ARETT
Recurring fair value REMATETE
measurement
Financial liabilities cREE
- Derivative components of — AR EHHTER D
convertible bonds (K7 18)
(Note 18) 26,044 26,044

During the six months ended 30 June
2018, there were no transfers between
Level 1 and Level 2, or transfers into or
out of Level 3 (year ended 31 December
2017: 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.

Information about Level 3 fair value
measurements

(ii)

RBE_ZT-N\FRNA=1THILXE
R B—REE K2R EERS
BERE-RBAZEH(BE-_FT—tF
TZA=1T—HLFE: 8 AKEHZ
BUR TS RIAF AP EE A 1) 3R B R T AR
NHESZR 2 E 28 -

FRE=RLOFEFENESR

Significant

Valuation unobservable Weighted

technique input average
EX
FURE

HERT BWARE LS

Derivative components of Binomial lattice Expected 49.4%
convertible bonds model volatility
ARREFITERD “IEA B TAHKIE

B
-~
ERZHEEERAT T N\FHEHPRE
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7774 £ =
RAEEX PN TR E M
(Expressed in RMB unless otherwise indicated)
(BREEHBI - UARKEIIR)
20 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

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

(i) Information about Level 3 fair value
measurements (continued)

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
2018, it is estimated that with all other
variables held constant, an increase
in the expected volatility by 5% would
have increased the Group’s net loss
by RMB625,000, whereas a decrease
in the expected volatility by 5% would
have decreased the Group’s net loss by
RMB628,000.

The movements in the derivative
components of convertible bonds are set
out in Note 18.

Fortunet e-Commerce Group Limited Interim Report 2018
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20 €WMTAECAFEE(E)

() RAVEFEZERMEEREE(E)

(i)

BHE=RLFEITBHNER (R)

AR EHF R ARBRREN A FE TR
AZEAEEEXNEE  mMAFEFTE
FrAZEANA BRI 5B R IR
AVFEFFEHEERKEZ EABEE -
R-ZZT—N\EXNA=1H  HMABEEM
BHEETE  FEERE 5% E R
NEEEEFEEE A R 625,0007T
TEHRR 8 T PR 5% % B BN & B ) s 185
R AR 628,0007T °

o

AR EFRITE T AT D 2 F BN
180
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20 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

(b)

REBEL P TR S

(Expressed in RMB unless otherwise indicated)
(BRBEHI - UARBFIR)

20 €@MTECAFEEE)

-~

Fair values of financial assets and (b) YWHRATEIERNESHMEERBENQAFE
liabilities carried at other than fair value
The carrying amounts of the Group’s financial RZE-—N\FEAA=ZTHR=ZZE—tF+=A
instruments carried at cost or amortised cost :‘1' B - AN&EEIRp AN S A AN R &
are not materially different from their fair values MTAREERENFETESAEZE @ M
at 30 June 2018 and 31 December 2017 TE&RmIT AR EREELEAFEENRAFEE
except for the following financial instruments, ERIFFENT ¢
for which their carrying amounts and fair
value and the level of fair value hierarchy are
disclosed below:
At 30 June 2018 At 31 Deoember 2017
R-B-N\E RZT—t4F
~A=t+AH +ZRA=+—H
Fair value Fair value
Carrying measurements Carrying  measurements
amount at 30 June amount at 31 December
at30  categorised at 31 categorised
June into Level 3 December into Level 3
RWAA R+=A
R<A =tH2E W+=—A =+—HB5E
=+AaMH BE=RE =+—HK ABE=RH
fREE AVEE REE NFERE
RMB’000 RMB’000 RMB’000 RMB’000
AR®ET R AR®T R ARETT ARETT
Liabilities 8
Convertible bonds-liability —Hﬁﬂx%%‘
components (Note (i) BEHD (FEE) 61,744 60,898 59,031 58,758
ERZEEEERAT - N\FHERE

\
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7774 £ =
AT HA B RS R 5 B AL
(Expressed in RMB unless otherwise indicated)
(BREEHBEI - LARKEIIR)
20 FAIR VALUE MEASUREMENT OF FINANCIAL 20 SRIAZAVEEE)
INSTRUMENTS (CONTINUED)

(b) Fair values of financial assets and (b) WEBAFEIIENESHEEREENATE
liabilities carried at other than fair value (%)
(continued)
Note ():  Valuation techniques and inputs used in Level sk () - E=MA T EF2FANGERDT Ra AR
3 fair value measurements
Convertible bonds - liability components AR ES — B &S
The fair values are estimated as being the AN HEREUS R T ANBR TS ARFRAKR
present value of future cash flows, discounted RIS MBREETHEE

at current market interest rates for similar
financial instruments.

The Group used the risk free interest rates REBREFEBRNEERBRESFR - —\F
with reference to the Hong Kong government NA=TEER=E—+tF+-A=1+—HBHNER
bonds and treasury bills as of 30 June 2018 BAIRMNERATR  ZEERRFHALUNATE
and 31 December 2017 plus credit spread of HBREENEEEEZ R —N\FAA=T
comparable notes with similar credit rating, BE-—Z—+F&F+-_A=+—HaREFHE
coupons and maturities to discount the liability BB ITIR ° FIERARFIET ¢

components of the convertible bonds as of
30 June 2018 and 31 December 2017. The
interest rates used are as follows:

At 30 June At 31 December
2018 2017
R-ZB—N\F RZE—+F
ARHA=Z+H +=A=+—H
RMB’000 RMB’000
AR¥ TR ARETT
Convertible bonds R ES
— liability components —BE#HD 22.44% 22.79%

VR
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RAL AL BRI A R 5 B R

(Expressed in RMB unless otherwise indicated)
(BRBEHI - UAREEFIR)

21 COMMITMENTS 21 ERiE
(a) Operating lease commitments (a) KREHERE
At 30 June 2018, the total future minimum H@;g—)\i/‘_\ﬂ =+A 'jﬁﬁﬂiﬁﬁﬁyﬁ‘ﬁ,@%
lease payments under non-cancellable HERMNARREERS@BNAT

operating leases are payable as follows:

At 30 June | At 31 December
2018 2017
RZE—N\E RZZE—+F
ANA=+H | tZA=+—H
RMB’000 RMB’000
AR¥T T ARETIT

Within 1 year 1FR 9,083 15,685
After 1 year but within 5 years 1FRESFA 5,478 17,266

14,561 32,951
The Group leases certain office premises under AREFREKLIEERRAETIRAYE - 2%
operating leases. None of the leases includes HEM T BHENAHE -

contingent rentals.

22 MATERIAL RELATED PARTY 22 EABEBAIRS
TRANSACTIONS
In addition to the balances disclosed elsewhere in R AN b HABA 7S SRS b IR I BRI S B4 0 - ANEE B A HR
this interim financial report, the material related party ANETMMERBEE TR ZT o

transactions entered into by the Group during the
period are set out below.

(@) Transactions with the equity shareholders (a) EBEXATEZBRRETHRS
of the Company
Details of guarantees provided by the equity NN B REZS IR R gt AN &= [ n] R R (B A IR L HY I
shareholder of the Company for the Group’s REOEIBEENHIEE 18 ©

convertible bonds are set out in Note 18.
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&

T2 B R B

(Expressed in RMB unless otherwise indicated)
(BREEHBI - UARKEIIR)

22

23

MATERIAL RELATED PARTY
TRANSACTIONS (CONTINUED)

(b) Key management personnel remuneration

Remuneration for key management personnel
is as follows:

22

EXEBLIRS (&)

(b) EEAREZEASHMH

FAREIEABFHMAT

Six months ended 30 June

BEAA=1tHIENEA

2018 2017

—E-N\F —t%F

RMB’000 RMB’000

ARET T AREBTT

Short-term employee benefits EHE SRR 2,213 2,439
Contributions to defined A 5 FE A RGR AR AT SR

contribution retirement plans 29 39

Equity-settled share-based AR RGN

payment expenses BEREZAFAXZ - 11,172

2,242 13,650

POSSIBLE IMPACT OF AMENDMENTS, 23 BE-—ZE—N\FEANA=t1THLIAEARCEMHENR

NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE
SIX MONTHS ENDED 30 JUNE 2018

A number of amendments and new standards are
effective for annual periods beginning after 1 January
2018 and earlier application is permitted. Except for
the amendments to HKFRS 9, Prepayment features
with negative compensation, which have been
adopted at the same time as HKFRS 9 (see Note
3(b)), the Group has not early adopted any new or
amended standards in preparing this interim financial
report.

The Group has the following update to the
information provided in the last annual financial
statements in respect of HKFRS 16, Leases, which
may have a significant impact on the Group’s
consolidated financial statements.

Fortunet e-Commerce Group Limited Interim Report 2018
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POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE SIX MONTHS ENDED 30 JUNE 2018
(CONTINUED)

HKFRS 16, Leases

As discussed in the 2017 annual financial
statements, 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. Upon the adoption
of HKFRS 16, where the Group is the lessee under
the lease the Group will be required to account for
all leases in a similar way to current finance lease
accounting, i.e. recognise and measure a lease
liability at the present value of the minimum future
lease payments and recognise a corresponding
“right-of-use” asset at the commencement date of
the lease, subject to practical expedients. HKFRS
16 will primarily affect the Group’s accounting as
a lessee of leases for items of property, plant and
equipment which are currently classified as operating
leases.

The following is an updated information about the
Group’s future minimum lease payments, based on
the non-cancellable operating leases that have been
entered into by 30 June 2018:

23

R HA B RS R 5 BT AL

(Expressed in RMB unless otherwise indicated)
(BRBEHI - UARBFIR)

BE-Z-N\FAA=THLANEACEMMER
RERMEET ~ AT EARZBEBNTELE (R)

BERMBREEUNE 1655 HE

HIM—T— L FFERBERRA® - ARERE
BEEDERBEHENLEHEE  YREEED
BUTRADAHEERETERE - RRAE
BYBHREENF 165K WAKEREEETH
ABEA - AIREBBREENITDEMBRR  AEEH
AUABURREREEEARNTABAEEEA
B IRARSKEHEEMRNRERRLAEHE
BE RREORG B HERREN[ERE] &
E- BEMBRELRNE 16/ B TELEAREEIE
RYE BEMRFEREEEABEANSEE
MzEFREREVERLEHE -

TROARAEEENN-_E—\FAA=+EZ
BTS2 RS ST E 2 KA E A & 2
BHER

Properties
LY
RMB’000
ARET T

Amounts payable: FETSRIA -
Within 6 months ~MEARA 4,657
After 6 months but within 1 year BENEAER—FA 4,426
After 1 year but within 5 years HBR—FERAFEA 5,478
14,561

Upon the initial adoption of HKFRS 16 at 1 January
2019, the present value of most of the future
minimum lease payments that are payable after 6
months will be recognised as lease liabilities, with
corresponding right-of-use assets recognised as
non-current assets. 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.

RIZE-NF—A-BERXRABTEV B REER
F165%1% - RANEARENOHARIFDREKEHEE
NRORECERLBERE  MERERREEE
BRARFARBDEE - KREBEREE T ARERE
FAABREERAT BN BHREENE 165K 2HE
AN HRIEMEMEOR  AREREETERF
AR DT LATE TE IR AN &8 B 75 i 5 2B Rl 38 16 52 A
REMEAEMELNTEERBENEE -

SESHEEMERAT T /\ERERE
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Review Report

wERIEWE

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 16 to 71 which comprises the consolidated
statement of financial position of Fortunet e-Commerce
Group Limited (the “Company”) and its subsidiaries as
of 30 June 2018 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.

Fortunet e-Commerce Group Limited
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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 2018 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

28 August 2018

Review Report
EHWE

ENHE

BMPERBELEIMASRMNBFLENTHEEAF
2405 B R A 8 L X B AT 2T P BB T 1 B ) F AT R
B - P HREEN THERREIERNAEMBEEH SR
MABME  ITEEIMMEMENRT - HRNERHNANE
BRERRE LB ENETERNRE R/ - PTATE
REHMSIEINEEZPAIESRBEROMEERSE
H e ABEMIFSRREMERER

o

BRERMNBHTE  RAWRBETEIEAEER - R
PHRER - N\FARA=TBENT R BREEMEE
RO ERBRREBB @HERSE 34 A B R TE

ESHETRE%T
HE S AT
BEFIR
FEFTE109%
ANFARESE

—ZE-NFNAZTNH

ENFBEERRAR

\

-~

ZE-)\FHhSEgE 73

~———

s

)



VN

\

N

74

~———

Other Information

HthE#H

RESULTS AND APPROPRIATIONS

The results of the Group for the six months ended 30 June
2018 are set out in the consolidated statement of profit or
loss and other comprehensive income on page 16.

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

As at 30 June 2018, 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 “SFQ”)) 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:

Fortunet e-Commerce Group Limited
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Approximate

Number of percentage of
underlying shares shares in issue
Name of Directors comprised in options (note 3) Notes
BREEBREAN HERITRGODN
BEEHE HEARG A B E 2L (FiEES) FiaE
Mr. Cheng Jerome Cheng Jerome 554 87,000,000 4.80% 1
Mr. Yuan Weitao RIEELE 15,000,000 0.83%
Mrs. Guo Yan ElEery o 15,000,000 0.83% 2
Notes: Hiat -
1. This represents the interest in the underlying Shares of the Share 1. FERITIER = F— N+ A = AR #915,000,00017 8 58 1 (1R

Option Scheme adopted on 28 June 2010 to be allotted and
issued upon the exercise of the 15,000,000 options granted on
3 October 2016 and the 72,000,000 options granted on 4 May
2018.

2. These represent interest the in underlying shares of the Share
Option Scheme adopted on 28 June 2010 to be allotted and
issued upon the exercise of the options granted on 3 October
2016.

3. Based on a total of 1,813,609,272 issued shares of the Company
as at 30 June 2018.

Saved as disclosed above, as at 30 June 2018, 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 2018, 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:

ZE-FFNAZF ARG RRZFE—/F A A AR
72,000,000 (7B R FEIRF 15 T A0 3 R 77,2 16EFIR (7 ) #E2 °

2. ERTR-FNFEL A= AR ZBIRER TIERETR
ZEFENA TR FIRERR 1 Ak R

3. IR ZE—NFNA=+HERE]EH1,813,609,272RE F77T
RIGEE -

B EXFEEESN  R-B—NEXASTE  ARAE
FRBEITHA B REE S B OB A+ EER AR T
ECAR AR (E 38 B8 SRR (1% XV 5) 9RR 15 - 4R
IR o8 (e A AR S R R DI XV BB 7 B8 5 5
BTG AD F RBR TS AR (BIEREESR
H R R 08 B SO SR B MO SRR -
1R 58 4 A 5 R 95 362 IR SRR BT B SR
ERSOAA - SRR T BIA NS A2 7 B R PO
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Long and short positions in the Shares and underlying

Shares of our Company

Name of substantial

FARRDREBRONFRERKAR

Approximate
percentage of

Shareholder Nature of Interest Interest in Shares shareholding Notes
(note 6)
B IR AE
FTERRER e KRR Bk (MEE6) MiaE
Century Investment (Holding) Limited Beneficial interest 598,885,818 33.02 1
(HCIHL”)
Century Investment (Holding) Limited ExnEnm
(TCIHLY)
Starr International Foundation Interest of controlled corporations 224,710,691 12.39 2
Starr International Foundation R EE R
Central Huijin Investment Ltd. Interest of controlled corporations 173,878,252 9.59% 1
PRESREBRETRA] R AR
China Construction Bank Corporation Interest of controlled corporations 173,878,252 9.59% 1
PEIERIRITRID AR AR R EE R
Beijing Enterprises Real Beneficial interest 151,515,000 8.35 3
Estate (HK) Limited
EEEE(FH) BRAF BEmiEm
Yang Liu Interest of controlled corporations 148,400,000 8.18 4
2R X EE kR
Taiping Trustees Limited Beneficial interest 138,888,000 7.66 5
KNEHEFRERAR EniEm
Notes: et -
1. CIHL is wholly owned by Ms. Pun Tang. A charge over the 1. CIHL #1Pun Tang X+ £ E#H ° ¥1CIHL %5 109,343,662/Kf%

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 57.11% by
Central Huijin Investment Limited.
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17 11X Chance Talent Management Limited 2225 A #9#0 °
Chance Talent Management Limited#1CCBI Investments Limited
2 & E - CCBI Investments Limited /172 iREIEX (14%) B R 2
A2 EHA o ZIREE (FEIR) BRI FIHETT % 5 R G R 2
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RAZEHE o ETTERE R B R A 6] fF EERR7TIR
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Starr Investments Cayman I, Inc. and Starr Investments Cayman
V, Inc. are the beneficial owners of Shares as to 6.33% and 6.06%
respectively. Starr Investments Cayman I, Inc. is wholly-owned
by Starr International Cayman, Inc., which is in turn wholly owned
by Starr Insurance and Reinsurance 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.

Beijing Enterprises Real Estate (HK) Limited is wholly owned by
R EZERE T A, which is in turn wholly owned by
Beijing Enterprises Group Company Limited. Beijing Enterprises
Group Company Limited is wholly owned by the State-owned
Assets Supervision and Administration Commission of the
People’s Government of Beijing Municipality.

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.

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.

The approximate percentage is based on a total of
1,8183,509,272 issued shares of the Company as at 30 June
2018.
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Starr Investments Cayman Il, Inc. J Starr Investments Cayman
V, Inc. B FlI#H 6.33% K& 6.06% R 17 ) Bz #EH A ° Starr
Investments Cayman ll, Inc. B Starr International Cayman, Inc. =
EHER - Starr International Cayman, Inc. /£ Starr Insurance and
Reinsurance Limited= & ¥4 ° Starr Insurance and Reinsurance
Limited ¢ Starr Investments Cayman V, Inc. 7 Starr International
Investments Limited # 2 & [f1 & 2 &] + Starr International
Investments Limited /7 Starr International Company Inc. =&
A ° Starr International Company Inc. £ Starr International AG £
E WA -+ Starr International AG /5 Starr International Foundation
(R UBEZERE D) S EHE -

WEEF (BE) BRI RIEE R FIRE (F21 6] 2 EHE
BRI EFERE R AR EREFER A G2 E
HE o A REREBFRA IR TARBITE G EEEE
EHZRETEHRE -

Riverwood Asset Management (Cayman) Limited * Atlantis
Investment Management (Ireland) Limited & 79 53 1R & & #2 (/%)
BRG] BRI E25 B A ° Riverwood Asset Management
(Cayman) Limited & E|# £ E# A ° Investment Management
(Ireland) Limited & iR 18 & E# (&5 ) R 2 a] 41 Atlantis
Capital Holdings Limited & ##& - if1 Atlantis Capital Holdings
Limited &R 2 EHEH °

R FIEZERR AR EREBA > X It HRL A6
REERBRE 5P B FRBFEGREMELA] - B dP EE

BB TEREARNAR=ZFE—NENA=ZF+HEH
1,813,5609,272 IR E 7T 1751 & »
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CORPORATE GOVERNANCE

The Company is committed to maintain high standards of
corporate governance practices and procedures with a view
o 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 2018, 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.
Mrs. Guo Yan, Mr. Liu Jialin and Mr. Chan Chi Keung,
Alan were not able to attend the annual general meeting
of the Company held on 29 May 2018 due to his other
engagement in other commitments.

Fortunet e-Commerce Group Limited
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S SHARES

During the six months ended 30 June 2018, the Company
bought back a total of 2,556,000 shares of the Company in
May and June 2018 under the general mandate granted to
the Directors in the annual general meeting of the Company
held on 29 May 2017 and 29 May 2018. As at the date of
this report, all the repurchased shares had been cancelled.
The total consideration paid to buy back these shares was
approximately HK$2.3 million. Details of those transactions
are as follows:
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BE - HERWEAERARMD

ARFREE-ZT— N\FAAZTHIEANEAREAR
RZE—+FRA-+IBEEZE-/\FRHAZ +h5ﬁ
TZBREBFASERTEEN—MER  RZZ2—N\F
FA KN AERE4E 2 556,000 A AR o RATRE A
H - FEBEERMOETHE - ABEHERD ZBREAS
NE23BBBT - ZEXFFHIFOT ¢

Price per shares

Number of shares BEREE

bought back Highest Lowest Aggregate price

Month of buy-back  EE A% BERAEE 'S 5417 HBER
HK$ HK$ HKS$

BT BT BT

May A 715,000 1.02 0.98 717,980
June 7~H 1,841,000 1.07 0.71 1,615,800
Save for the share repurchases as disclosed above, neither Br b Tt EE B IR (N - AR E) S E AR AT T B A B A R
the Company nor any of its subsidiaries had purchased, sold HEZZT-)/\FAA=ZTHLEXNEARNEE - HEXEMD

or redeemed any of the listed shares of the Company during
the six months ended 30 June 2018.

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
2018.
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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 six months ended 30 June 2018 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.

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 2018 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 2018.

By order of the Board

Fortunet e-Commerce Group Limited
Mr. Cheng Jerome

Chairman

Hong Kong, 28 August 2018
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