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BRAND INTRODUCTION
OF THE CHANGYOU

PUﬂFORM
e mBEET

The Digital Point Ecosystem Alliance operational platform (“Changyou”) was jointly initiated by the Group,
CCB International and China UnionPay, with investment from Bank of China, China Mobile and China
Eastern Airlines. The Changyou platform will make use of the large points resources of the six founding
shareholders to integrate its respective digital points, which are virtual assets that have broad application

o prospects. The Changyou platform also aims to employ advanced technology such as big data and
° blockchain to build the “Digital Point Business Ecosystem Alliance” and “Virtual Asset Circulation and
° Settlement System” which will be available globally. Through the continuous global expansion of the
° platform, digital points will certainly be an important carrier of asset virtualization of internet digital inclusive
financing. The digital points as virtual assets will bring brand new experience for the Group and its
L4 customers on assets trading with high efficiency, high level of security, intelligence and low cost, as well as
[ ] settlement and preservation. Changyou symbolizes the internet technology entering into a new phase and
° is one of the platforms which demonstrates the future of financial industry ecosystems.
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CHAIRMAN'S STATEMENT
ESERES




In 2018, attributable to the professionalism, innovation and
cooperation across various departments of the Group, the
Changyou platform was successfully promoted, and the Group
successfully completed its transformation. The Group, as a new
economy company, now aims to focus on the development of
advanced blockchain technology and big data, and the technical
department of the Group has been committed to enhancing
the technical capacities of the Changyou platform, developing
blockchain applications, constructing e-wallet packages,
optimising APP user experience, improving its financial services
scenarios, and further improving the processing power, timeliness
and data accuracy of its big data platform, so as to ensure a
faster, safer and better user experience. Moreover, through
providing more accurate business recommendations, the Group
is able to improve user engagement and activeness, and further
improve the efficiency of its marketing campaigns.

In addition, the success of the Changyou platform is inseparable
from the successful promotion work of the business development
unit and the marketing department of the Group, which have
brought the Changyou brand to a wider range of users.

In the past year, the business development department of the
Group has been strongly promoting products of the four major
business units or “consumption scenarios” - finance, travel,
retail and entertainment, guiding both vendors and platform
users to place orders on the Changyou platform. On the basis
of comprehensive resources of the four business units, the
business development department has established customer
special service space through exclusive channels to start bilateral
cooperation. The business development department further
expanded customer preferential measures and differentiated
services, eventually improving sales performance of the Group.
Additionally, it also expanded the exchanges of digital points from
upstream source enterprises and explored various downstream
consumption scenarios, thus improving the liquidity of digital
points exchanged on the Changyou platform. Moreover, combined
with the marketing needs of shareholders and the business
development department, the Changyou platform strives to
achieve the integration of products and services from different
industries. During the reporting period, Changyou’s business
development department has successfully brought extraordinary
results — approximately 30 million registered users — to the
platform.
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Chairman’s Statement
FERE

Targeting at both business-to-business (B2B) and business-to-
consumer (B2C) business models, the marketing department
of the Group has been enhancing the brand value of Changyou
through promotional and marketing activities, brand building and
public relations with both businesses and target platform users,
thus contributing to the business development, strengthening the
long-term value of the company, and bringing new users into the
platform.

The most important step is to cultivate the habits of end users.
During the year, the marketing department initiated a key brand
marketing campaign titled “Uncover the Power of Points”. In
both online (such as Changyou Mall, Lucky 666, lottery draw and
E-coupons) and offline scenarios (such as Xishiqu), a series of
points consumption and entertainment consumption scenarios
were initiated, and the core value of “creating value for each
point” has been successfully built in consumers and increasingly
influenced them to attach more importance to the value of digital
points. Through various we-media channels such as WeChat
service account, WeChat subscription account and Tik Tok
account, the Group has been actively reaching out to many
potential users, carrying out multi-dimensional trainings for users,
and in particular implementing vertical promotion and marketing
activities aiming to grow the Group’s entertainment and media
business, all of which has contributed to enhancing the popularity
of Changyou platform.

By order of the board
Fortunet e-Commerce Group Limited

Cheng Jerome

Chairman
15 March 2019
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Management Discussion and Analysis

BIRE S W T

BUSINESS REVIEW

The Group has successfully capitalised on its many years of
experience in the e-commerce business, which has enabled the
Group to grasp the unique opportunity and enter into the digital
points business segment and industry. The establishment of the
“Changyou” (“#58”) digital point business ecosystem alliance
(the “Changyou Alliance”) and the launch of the “Changyou”
electronic trading platform in September 2017 symbolises the
beginning of the Group’s new journey.

Given the rapid development of the business of Changyou (the
“Digital Point” business), the Group has decisively switched its
focus in the second half of 2018 to further expand the Changyou
platform as its core business. The Group has been focusing
its resources on “Changyou” and striving to create a global
platform for trading digital assets that provides users with a
variety of services such as issuance, circulation, trading, payment,
settlement and storage, eventually building a new retail business
ecosystem dedicated to the future.

The Changyou Alliance is a universal alliance where digital points
are integrated and realised freely among alliance members. The
Group established the Changyou Alliance along with other well-
known and leading companies (the “Business Partners”) in
various industries, including Bank of China, China Mobile and
China Eastern Airlines, and developed an electronic trading
platform, Changyou, which aims to integrate the resources of
digital membership points and achieve full connectivity with
the user system, settlement system and overall management
system of the Business Partners so as to establish a diverse and
comprehensive strategic partnership.

As at the end of December 2018, the Changyou platform had
approximately 30 million registered users, and up to 11,000
million digital points were exchanged. The Changyou platform
has more than 10,000 stock keeping units and more than 30
types of entertainment and services. The Changyou platform has
partnered with more than 100 service providers to provide its
users with a wide range of entertainment, travel, financial related
and other products and services. For the financial year ended
31 December 2018, the Changyou Alliance business recorded a
revenue of approximately RMB50.3 million, 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 evidenced the recognition from users and the market.
The Changyou Alliance is currently increasing its number of users
and expanding the scope and variety of products, services and
business or consumption scenarios and continuously improving
its business model in order to achieve strong growth in the
Digital Point business. In 2018, 85.6% of our total revenue of the
Digital Point business was generated from the retail consumption
scenario. The Digital Point business also generates advertising
revenue for the Group, which accounts for approximately 9.5% of
the total revenue of the Digital Point business.

Fortunet e-Commerce Group Limited Annual Report 2018
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The gross merchandise volume (“GMV”) of the Digital Point
business amounted to approximately RMB174 million for the year
ended 31 December 2018 (2017: approximately RMB3 million),
representing a significant increase of approximately RMB171
million (approximately 57 times) over the same period of last year.
The Group is currently negotiating with a number of potential
business partners to further enhance the Changyou platform and
expand its business scope to other sectors.

On 31 January 2019, Pointsea Company Limited (“PCL”), an
indirect non-wholly owned subsidiary of the Company, entered
into subscription agreements with certain investors (collectively,
the “Investors”) in relation to the allotment and issue of shares in
PCL (the “Subscriptions”). The aggregate amount of proceeds
raised from the Subscriptions amounted to RMB300 million,
which is intended to be utilised for, among other things, the
further development and expansion of the Changyou business of
the Group. The subscription price payable for the Subscriptions
was determined after arm’s length negotiations between PCL
and the Investors on the basis of the pre-money valuation of
US$500 million (approximately RMB3,424 million), given that
the initial capital injection in PCL was only RMB200 million.
Further details in relation to the Subscriptions are disclosed in
the Company’s announcement dated 31 January 2019 and the
Company’s supplemental announcement dated 14 February 2019,
respectively.

As at the date of this report, the Subscriptions by two out of three
Investors was completed in March 2019, with gross proceeds of
RMB200,000,000. The details of the intended use of proceeds
from the Subscriptions are set out on page 22 of this report.

Digital Points Business

The Changyou platform was launched in September 2017 and
has been continuously increasing its number of platform users and
expanding the scope and variety of products, services, business
models and consumption scenarios available on the Changyou
platform. 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, each of which has
an enormous user base, to promote and provide various products
and services on the Changyou platform.

Through the Changyou platform, users may purchase, interchange
and redeem its digital membership points from various partnership
entities and industries globally. These digital points may be
converted into virtual assets and credit on the Changyou platform,
which can then be used for the purchase and consumption of
merchandise, games and entertainment, financial services and
other commercial transactions.

With the unique attributes of the digital points business model,
high-quality equity assets are able to be tokenised such that the
digital points earned by customers through different channels can
be exchanged globally in the form of virtual assets or credits and
used in four major consumption scenarios — retail, entertainment,
travel and finance — or other business transactions, and can thus
attract more customers for the Changyou platform.

Management Discussion and Analysis
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Management Discussion and Analysis

BHEE A MO

Retail

The Group currently offers the sale and purchase of merchandise
on the Changyou platform, including physical goods and virtual
assets such as electronic gift cards and coupons. Through the
all-round cooperation with Business Partners who offer rewards
incentive services to customers, the Changyou platform continues
to efficiently introduce broader categories of products and
services to its platform users, and at the same time continuously
improve the uniqueness of such categories on the platform. The
platform has also enhanced its customer loyalty and its points-
based attributes by leveraging the rewards incentives model and
constantly enhancing consumption scenarios where platform
users may use points or cash for transactions.

The Group has developed a partnership model of “Seller
Recruitment + Partner Connection” to establish alliances with
mainland-based well-known specialised and social e-commerce
platforms which also offer rewards and incentive services. These
alliances bring in a variety of products such as matemity and
child products, beauty and personal care products as well as
overseas products, and is dedicated to enriching merchandise
categories which can be consumed by platform users through the
exchange of digital points accumulated by such users. Moreover,
the immediate settlement of incentive rewards after customer
consumption on the platform can also largely increase user
traffic to the Business Partners, which are beneficial to both the
Changyou platform and its Business Partners.

Fortunet e-Commerce Group Limited Annual Report 2018
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Cooperation with other e-commerce platforms will further expand
the database of the Changyou platform and allow the platform
to better understand users’ needs and habits. Through the
cooperation with other e-commerce platforms, the platform has
been accumulating user transaction attributes and data regarding
customer preference, thus optimising the selection of products
and services, the operating model and the target positioning
of the Changyou platform. The platform can effectively attract
users through its different channels, resources and marketing
policies and drive cash consumption and improve its procurement
capabilities.

Meanwhile, the Group is also committed to enhancing its self-
operated points mall business. With the large amount of user data
and experience of its partnership alliances, Changyou’s points
mall is able to continuously optimise its selection of products
and services. With the increase in the number of platform users
and vendors, the Group continues to find new products for the
points mall, develop unique channels to sell items from various
other brands, and create unique merchandise categories, such
as the mobile phone top-up, gas card top-up as well as the video
streaming platforms, among other consumption scenarios. As
such, the points mall is able to bring users a more comprehensive
and intimate consumer experience and improve user engagement.

The Group earns commission or the price difference of the
procurement and sale of the products or services as profit for the
transactions under this consumption scenario.

Games and Entertainment

To further make the Changyou platform available to a wider
customer base, the Group has also developed five major
segments within the games and entertainment consumption
scenario, including:

(i) Self-developed games: The Group offers self-developed
online games. For instance, “Quiz King” was launched when
the World Cup tournament started, which was well received
by the public;

(ii) External games: The Changyou platform is connected with
the “1768” game platform, enabling users to purchase
games with Changyou points, which generates revenue for
the Group;

(i)  Direct top-up: Partnered with other game platforms, the
Changyou platform provides direct top-up services to
facilitate account top-up using Changyou points for external
games;

Management Discussion and Analysis
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Mamag@mmt Discussion and Analysis

EIRE R MO

(iv)  WeChat mini program: Focused on the huge user traffic
brought by the WeChat mini program, Changyou’s mini
program Changyou Helper was launched to acquire more
users, promote Changyou’s new products and boost
platform revenue; and

(v) Self-operated online claw crane game machine: Targeted
at the recent popular trend of online claw crane game
machines, the Group officially launched its self-operated
online claw crane game machine in conjunction with one
of the Business Partners in December, and carried out
operational activities to help the Group generate revenue.

With the development of a variety of functional, entertaining
and operational segments under the games and entertainment
consumption scenario, the Group successfully generated
increased user traffic for the Changyou platform, thus further
driving its popularity among users.

Platform users can use their Changyou digital points to pay for the
games which generates revenue for the Group, and the respective
Business Partners will pay to Changyou once the digital points are
utilised and redeemed on the game platforms of such Business
Partners.

Travel and Related Services

As the living standards continue to improve in China, the demand
for travel is increasing day by day. The Group has also closely
followed the market trend and provided users with five major
segments within this consumption scenario including flight
reservation, hotel room and tourist attraction tickets bookings,
duty-free goods, points rewards and food, enriching the
application of the digital points and thereby increasing its value.

At present, the Group is cooperating with a well-known airline
based in China to launch a cross-platform integration system that
aims to make the points accumulated on the Changyou platform
more useful in meeting various needs of platform users during their
travel.

Finance Services

The Group collaborates with its business partners and third party
payment service providers in order to include different forms of
integrated payment services on the Changyou platform. E-finance
has become an indispensable part of our society. As a pioneer in
the use of digital points, the Changyou platform has also created
five major segments in the financial services consumption scenario
to fully take into consideration users’ needs for online payment
and asset management:

Fortunet e-Commerce Group Limited Annual Report 2018
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(i)

(i)

(iv)

Changyou payment business: The Group offers points
consumption services and points cashier output services,
including QR code payment services with special merchants
and UnionPay merchants;

Points operations solution as an agent: Surrounding the
core services of the Changyou platform, the Group provides
points account, points-based consumption, points-based
marketing and other loyalty management operation services
and system services, which cover many sectors including
finance, urban rail transit, home life and sports;

Consumer finance: Through cooperation with licensed
consumer finance platforms, banks and other institutions,
the Group is integrated with more than 30 partner products
in providing loan product recommendation services and
credit card recommendation services for platform users,
and allows payment by instalment for products and services
on the Changyou platform;

Asset management business: The Group selects financial
products and services ranging from insurance, funds,
wealth management and smart investment advisory
services, and established the “Time Accumulation” system
which provides platform users with a points-based value-
added investment portfolio; and

Changyou Cashier: This enhances the Changyou payment
and cashier services by building on the combined services
of points accommodation, cash, payment by instalment
and e-wallets and connecting the transaction channels of
banks and third-party payment agencies, which ensures
the smooth, stable and secure payment methods for
transactions on the Changyou platform. This can also
facilitate platform users to have better flexibility to use their
digital points for wide variety of goods and services.

The Group earns revenue through commission and rebates based
on the amount of the transactions from the business under this
consumption scenario.

As at 31 December 2018, there were a total of 289 staff engaged
in the Digital Point business.

(i)

v)

AEERBEXSEHNIHE
A °

i
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e-Commerce Business

The Group started the e-Commerce business in 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 from 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
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 Digital Point 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 Digital Point business.

For the year ended 31 December 2018, revenue from the Group’s
e-Commerce business segment amounted to approximately
RMBO0.66 million, represents a decrease of 99.5% as compared
with the corresponding period in 2017.

FINANCIAL REVIEW
Revenue

The Group recorded a consolidated revenue of approximately
RMB51.0 million (2017: approximately RMB167.6 million),
representing a decrease of approximately 69.6% as compared to
2017.

Revenue from the Digital Point business was approximately
RMB50.3 million for the year ended 31 December 2018 (2017:
approximately RMBO0.94 million), representing approximately
98.7% (2017: approximately 0.6%) of the Group’s total revenue.

Revenue from the Group’s e-Commerce business segment was
approximately RMBO0.66 million for the year ended 31 December
2018 (2017: approximately RMB134.0 million), representing
approximately 1.3% (2017: approximately 80.0%) of the Group’s
total revenue.
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The decrease in total revenue of the Group was mainly due to
the cessation of the operation of e-Commerce business segment
since 30 June 2018 and the disposal of axle business in April
2017.

Gross loss

Gross loss for the year ended 31 December 2018 amounted
to approximately RMB8.1 million, as compared with the gross
loss of approximately RMB7.6 million for the year ended 31
December 2017. The gross loss was mainly due to the gross loss
of approximately RMB8.3 million generated from the Digital Point
business.

Other income

Other income of the Group for the year ended 31 December 2018
was approximately RMB2.9 million (2017: approximately RMB2.7
million). A details breakdown of the factors contributing to the
other income of the Group is disclosed in note 5 of the financial
statements as disclosed in this report.

Impairment losses

Impairment losses of the Group for the year ended 31 December
2018 was approximately RMB26.5 million (2017: approximately
RMB68.3 million), which mainly represents the impairment losses
on loans to third parties and impairment losses on the value added
tax refundable on the e-Commerce business segment.

Selling and distribution expenses

Selling and distribution expenses of the Group for the year ended
31 December 2018 increased to approximately RMB113.1
million (2017: approximately RMB48.3 million). The increase was
mainly due to the increase in sales and promoting activities for
“Changyou” platform in 2018, including the marketing expenses
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 year ended 31
December 2018 decreased to approximately RMB85.8 million
(2017: approximately RMB113.4 million). The decrease was mainly
attributable to the cessation of the operation of e-Commerce
business since 30 June 2018 and disposal of axle business in April
2017.

Research and development costs

Research and development costs of the Group for the year
ended 31 December 2018 decreased to approximately RMB49.3
million (2017: approximately RMB54.2 million). The research and
development costs were relatively stable in 2018.
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Finance income/costs

The Group incurred finance income of approximately RMB17.1
million for the year ended 31 December 2018, while the Group
incurred finance cost of approximately RMB4.8 million for the
year ended 31 December 2017. The finance income was mainly
attributable to the increase in the net foreign exchange gain of
approximately RMB1.5 million (2017: net foreign exchange loss
approximately RMB16.0 million), the decrease in total borrowing
costs of approximately RMB11.4 million for the year ended 31
December 2018 (2017: approximately RMB19.3 million) and net
off with the decrease in fair value on the derivative components
of the Convertible Bonds (as defined below) of approximately
RMB26.4 million (2017: approximately RMB32.4 million).

Taxation

No income tax expenses was recorded for the year ended 31
December 2018 (2017: income tax credit of approximately
RMB47.2 million).

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2018, cash and cash equivalents of the Group
were approximately RMB97.4 million (as at 31 December 2017:
approximately RMB393.0 million). As compared to 2017, cash
and cash equivalents decreased by approximately RMB295.6
million, mainly due to net cash outflow arising from operating
activities of approximately RMB245.8 million (2017: approximately
RMB150.7 million), net cash outflow arising from investing
activities of approximately RMB25.7 million (2017: approximately
RMB38.4 million) and net cash outflow from financing activities
of approximately RMB30.1 million (2017: net cash inflow of
approximately RMB512.1 million).

Convertible Bonds

On 7 December 2017, the Company and Chance Talent
Management Limited (“Chance Talent”) entered into a
subscription agreement, pursuant to which the Company
shall issue US$10 million 13% secured convertible bonds
(“Convertible Bonds”) to Chance Talent Management Limited
(“Chance Talent”), an indirect wholly-owned special purpose
vehicle of CCB International (Holding) Limited. The Convertible
Bonds bear an interest at 13% per annum and will mature on 3
June 2019. The issuance of Convertible Bonds was completed
on 20 December 2017. The US$10 million payable by Chance
Talent for the subscription of the convertible bonds was satisfied
by way of off-setting the aggregate outstanding amount of US$10
million payable by the Company under the previous convertible
bonds issued by the Company to Chance Talent in June 2015.
Accordingly, no proceeds arose from the issue of the Convertible
Bonds. During the year ended 31 December 2018, the Company
partially redeemed the Convertible Bonds in the aggregate amount
of US$3.3 million. The total outstanding Convertible Bonds as at
31 December 2018 was US$6.7 million.
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Placing

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
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BEER

RIZ—REFE+-_A+=-8 AAREEEREFT LA E WS -
Bt ARARIEEBBESRIERIE AR ARERENR1.98
TR E&%291,218,000 M ([RMESE]) - R=FT—/\F
+-A=+—B BEE=EE(EN_ZT—tFE—ANBEX) R

a price of HK$1.98 per share (the “Placing”). As at 31 December BHBEER
2018, the actual use of the proceeds from the Placing, which was

completed on 6 January 2017, was as follows:

oy (N

Revised use of
the proceeds
from the Placing
(as previously

Actual use of the

disclosed in the proceeds from
annual report of the Placing since
the Company for 6 January 2017,
Original use of  the year ended being the date of
the proceeds 31 December completion of the
from the Placing 2017) Placing
BEITRESE
FRETERR St 3
(WEAARBE —AARDEE
“E-tF+ZA BERHAH)
RESER%E =T-BLFE REBEME
FERERE MNEREIESE) NEERAR
(approximate) (approximate) (approximate)
RMB (million) RMB (million) RMB (million)
(#E40) (#E40) (%E4)
Usage AR ARE ARE
Jii}s (B8 (B8 (B8
To fund the general working capital of the Group other than the Digital Point business for the year ended 31 53 53 53
December 2017
BER-_Z—tFT-A=T-RLEERFASERETRO BRI —REEES
To fund the Company’s subscription of 50.1% in the issued share capital of Treasure Ease Holdings Limited 40 40 40
AEARRREERERBR R FIEEITRASL0.1%
To partially fund the working capital requirement for operating the Digital Point business for the year ended 31 76 76
31 December 2017, which includes (&) capital expenditure (such as acquisition of information system
hardware, software, establishment of technological platform and construc tion of engine rooms); and (o)
operating expense requirement (such as marketing expenses, human resources expenses and office rent)
AERZE_T—tHFT AT HIFREBUTRORBNLEELTR  BRQEFHX (NBEEE
MRS Bl BURMTA  DRERIRE): ko) 2ERLFR(MEERT - ANERAX
&N i)
To fund (a) the capital expenditure for the year ended 31 December 2018; and (b) the operating expense for 377 229 221
developing and operating the Changyou Digital Point Business Ecosystem Alliance business (Note)
@BFEZE-ZE-\FTAZ+-BILFENERRX : R(b)BIFRE T2 EGMETRD BEERH
BEBNEERX (Wit)
For interest-bearing instrument to allow flexibility in the Company’s financial and treasury management - a7 a7
ARANETANERANGTBNESERAFRENL
To fund the repurchase of shares of the Company - 9 9
NG
For the repayment of secured loan - 47 47
REERERER
Total 501 501 493
st
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Note:

The detailed breakdown for the capital expenditure for the financial year ended
31 December 2018 and the operating expense for developing and operating the

Digital Point business are as follows:

Wizt

Revised use of the
proceeds from the
Placing (as previously
disclosed in the

EHEZE —F—\F+-A=+—HIHRFEELTHZ + RARFERZE%
FRORBEHEEHAZAFERIINT -

Actual use of the

announcement proceeds from the
of the Company dated Placing since
22 August 2018) 6 January 2017
RETRESEMERE
AR (WAAFAAEE BZZ—tF—ARH
—E-NENA=t=H REESEMGEHE
HAMEARE) BRAS%
(approximate) (approximate)
RMB (million) RMB (million)
Usage (%) (8E40)
it} AR (BER) AR (BBT)
To fund the fixed expenses (comprising salaries and other BEBZE-2—\E+_A=+—-BULEERER
administrative expenses) for the recruitment and retention of BEANTUREERRAE (G ] TanETERX
personnel and management and for the development of the (ARHERAMTHRAS)
“Changyou” platform for the year ended 31 December 2018 120 120
To fund promotional and marketing activities to attract and maintain BEHZE - \F+ A=t BILFE#TRER
customers’ loyalty and their participation and consumption of the BTN REEBRENEARGRE2EN
products and services provided on the “Changyou” platform for the HE [5a] TammiEnERLRE
year ended 31 December 2018 104 97
To fund the capital expenditure of the Digital Point business for the BEBZE_2-N\FHAST-RILFERFROIEH
year ended 31 December 2018 ZBARRHY 5 4
Total @t 229 221

Update on the use of proceeds from the Placing

The total balance of the unutilised proceeds from the Placing was
approximately RMB8 million as at 31 December 2018 (“Unutilised
Proceeds”). The Group intends that the Unutilised Proceeds will
be substantially used to fund the continued development and

FHRESEMEIEARZENER

operations of the Digital Point business of the Group for the year

ending 31 December 2019 as follows:

RZZE-N\F+ZA=+—0 EESREENRPAMBIRER
BAORAREsBET( RBAREIA] -
A=+—H1FE - REEAESAREEH
AEEHTFEIEBOFEERLEE  BHEEHNOT

HE-ZT—hF+=
BREEERAREN

Amount of

the Unutilised
Proceeds as at
31 December

2018
R-ZE—-N\F
+=-—A=+—H
WARERAME
NESE
(approximate)
RMB (million)
Intended Use and Expected Timeline (#8E49)
REAZRREHRER AR¥ (BER)
To fund promotional and marketing activities to attract and RAEEZ=—T—NF+_A=+—HILFE
maintain customers’ loyalty and their participation and HEITIEGH & S E BN AR S| R s R R AR A
consumption of the products and services provided on the EURKELX2HLEE [5h ] FAaRriedt
“Changyou” platform for the year ending 31 December 2019 K o S AR 7% 7
To fund the capital expenditure of the Digital Point business of B Z —ET—"E+-_A=+—HILtFE
the Group for the year ending 31 December 2019 BFRBOEKZEARL 1
Total RET 8
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Issue of Warrants

On 26 March 2018, the Company and Century Investment
(Holding) Limited (“CIH”), the substantial shareholder of the
Company, entered into a subscription agreement, pursuant
to which the Company shall issue 298,000,000 warrants
(“Warrants”) to CIH at a subscription price of HK$0.01 per
Warrant. The Company received the subscription price of
HK$2,980,000. The Warrants were issued on 18 September
2018. The net proceeds from the issue of Warrants of
approximately HK$1,480,000 was fully utilised for the development
of the “Changyou” platform during the year ended 31 December
2018. None of the Warrants were exercised during the year ended
31 December 2018.

The Company has not reguested CIH to exercise the Warrants,
instead the Company chose to enter into agreements with
Investors in relation to the allotment and issue of shares in PCL,
to provide financing resources to PCL for further development
and expansion of the “Changyou” business of the Group. The
Company is of the view that (i) the Subscriptions can fully reflect
the pre-money valuation of PCL of US$500 million (approxiamtely
RMB3,424 million) which shows a market recognition of the ability
of Changyou platform in terms of both operating and execution,
and recognition of the professional team in Changyou business;
(iiy the continuous support provided by CIH to the operations
of Changyou platform to improve the Company’s financial
performance and CIH will exercise the subscription rights of the
Warrants when the Company is in need of financial resources to
cope with the uncertainties in raising funds by the Group for the
development and expansion of “Changyou” business in future.

Share options

On 7 August 2018, the Company granted 72,000,000 share
options to Cheng Jerome, the chairman and an executive director
of the Company. No option was exercised during the year ended
31 December 2018.
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Subscriptions of PCL’s shares

As mentioned in the section of Business Review in this report, on
31 January 2019, PCL entered into subscription agreements with

REDBRG

—NF—A=t—H 58
- AEE B

AR EEXBOE i R=F
B EERR B R ETH /inTJJ RSB IHE

Investors in relation to the allotment and issue of shares in PCL. EEMERERENTAE -
The Group intends to use the proceeds from the Subscriptions as
follows:
Amount
-0
(approximate)
(#4)
Intended Use and Expected Timeline RMB (million)
BREAZKREHRER AR¥ (BER)
To fund the fixed expenses (comprising salaries and other BER_ZE—NFEN S _ZSFRENGEEAT AR
administrative expenses) for the recruitment and retention BERAEGH]| FanEERZ (BREHFERE
of personnel and management and for the development of HITHRAR)
“Changyou” platform in 2019 and 2020 120
To fund promotional and marketing activities to attract and AER - NER - - TFETRENESIEED
maintain customers’ loyalty and their participation and ARSI RASEZTHENRBEERXxMENEE [
consumption of the products and services provided on the M F AT RE M KR
“Changyou” platform in 2019 and 2020 80
For the repayment of the unsecured term loan facility advanced % =Z—HF/\ ARTEERN QAR ERIFEHE
from the Company by August 2019 RENE 88
To fund the registered capital of any direct or indirect wholly RER —Z-NER-_Z_TEHEEMEZELHE
foreign owned enterprise of PCL in 2019 and 2020 HNE B ERFEEAR 3
To fund the general working capital of PCL and its subsidiaries ~B{ERZZE—NER = TESERENB AR
in 2019 and 2020 —REEES 9
Total RET 300
Net assets EEFE
As at 31 December 2018, net current assets of the Group RZE—N\E+-_A=+—H AEENORPEEFEHAEAR
amounted to approximately RMB80.1 million (as at 31 December 801 ABIL(N_E—+F+_A=1+—8: HYARK408.7H
2017: approximately RMB408.7 million). As at 31 December Bin) RZZ— ) \F+_A=+—8  XEENRELLR (AL
2018, the current ratio (being total current assets divided by total MEEERUNERSEE)NA1IN (R E—+tF+_A=+—
current liabilities) of the Group was approximately 1.91 (as at 31 H:#12.99) »

December 2017: approximately 12.99).

As at 31 December 2018, total assets of the Group were
approximately RMB177.4 million (as at 31 December
2017: approximately RMB451.6 million) and total liabilities
were approximately RMB87.9 million (31 December 2017:
approximately RMB119.2 million). The debt ratio as at 31
December 2018 (being total liabilities divided by total assets) was

0.50 as compared to 0.26 as at 31 December 2017.
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Borrowings

As at 31 December 2018, the Group had total borrowings (which
consisted of convertible bonds) of approximately RMB44.4 million
(as at 31 December 2017: approximately RMB85.1 million). The
gearing ratio as at 31 December 2018 (being total borrowing
divided by total equity) was approximately 0.50 (as at 31
December 2017: approximately 0.26).

Trade and other receivables

Trade and other receivables of the Group as at 31 December
2018 were approximately RMB67.1 million (as at 31 December
2017: approximately RMB49.6 million). The increased in the
balance was mainly due to the increased in trade receivables of
the Group. A detailed breakdown of the factors contributing to the
trade and other receivables of the Group is disclosed in note 17 of
the financial statements as disclosed in this report.

Inventories

The inventory balance of the Group as at 31 December 2018
was approximately RMB0.48 million (as at 31 December 2017:
approximately RMBO0.09 million). The Digital Points business and
the e-Commerce business of the Group required minimal inventory
level.

Trade and other payables

Trade and other payables of the Group as at 31 December 2018
were approximately RMB43.5 million (as at 31 December 2017:
approximately RMB34.1 million). The increase was mainly due to
increased in trade payable of the Group. A detailed breakdown
of the factors contributing to the trade and other payables of
the Group is disclosed in note 20 of the financial statements as
disclosed in this report.

Pledged assets

As at 31 December 2018, the Group did not have pledged assets
(as at 31 December 2017: Nil).

Contingent liabilities

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

Capital commitment
As at 31 December 2018, the Group had no contracted capital

commitments which were not provided in the financial statements
(as at 31 December 2017: Nil).
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Employees and remuneration policy

As at 31 December 2018, the Group had 303 employees (as
at 31 December 2017: 283 employees). For the year ended 31
December 2018, total staff costs were approximately RMB133.5
million (2017: approximately RMB87.1 million).

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

Foreign exchange risk

The business of the Group is mainly located in the PRC and most
of the transactions are denominated in Renminbi. Most of the
assets and liabilities of the Group are computed in Renminbi. As
at 31 December 2018, the Group’s net foreign currency liabilities
amounted to approximately RMB37.2 million (as at 31 December
2017: net foreign currency assets of approximately RMB183.3
million). During the year ended 31 December 2018, the Group did
not utilise 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 year ended 31
December 2018 and there was no plan authorised by the board
of directors of the Company (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 the Convertible
Bonds with face value of US$10 milion to Chance Talent. The
Convertible Bonds bear interest at 13% per annum and will mature
on 3 June 2019. As at 31 December 2018, the Convertible Bonds
with face value of US$6.7 million were still outstanding. As at the
date of this report, Century Investment (Holding) Limited pledged
its 154,691,176 ordinary shares in the Company (the “Charged
Shares”) in favour of Chance Talent to secure the obligation of
the Company under the Convertible Bonds. The Charged Shares
represent approximately 8.54% of the issued share capital of the
Company as at the date of this report.
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DIVIDEND

The Board does not recommend payment of any final dividend for
the year ended 31 December 2018 (2017: Nil).

PROSPECTS

In 2019, the Group will continue to focus on (i) the continual
development of the four consumption scenarios of the Changyou
platform, namely retail, games and entertainment, travel and
related services and finance services; (i) the implementation and
promotion of the digital equity asset trading business in relation to
the Changyou platform, in particular to promote the “dual-aspect”
development of the expansion and enhancement of the source
of and access to digital points and the variety of consumption
scenarios; and (i) the development of value-added business
models, namely the advertisement, big data usage and blockchain
technology and loan services in order to realise the securitisation
of assets of shareholders and partners of the Changyou Alliance
to create a global platform for the issuance, circulation, payment,
trading, settlement and storage of securitised assets.

Retail

The Group currently offers the sale and purchase of merchandise
on the Changyou platform, including physical goods and virtual
assets such as electronic gift cards and coupons. As the retail
segment is a fundamental business unit of the Changyou platform,
the Group aims to further enrich the categories of products and
services available for its platform users.

Games and Entertainment

The Group will continue to create different and distinctive content
to attract more users to the Changyou platform. In addition
to optimising its self-developed mini games, the Group will
also introduce high-quality games from other developers into
the Changyou platform by way of acquisition or collaborative
development with such developers.

Travel and Related Services

The Group is currently in collaboration with its business partners
in the Changyou Alliance and provides services such as flight
reservations, hotel bookings, bookings for tourist attractions and
other services on the Changyou platform. The Group aims to
collaborate with other online travel service providers and related
service providers to widen the variety of travel and related services
offered on the Changyou platform.

Finance Services

The Group collaborates with its business partners and third party
payment service providers in order to include different forms
of integrated payment services on the Changyou platform. At
the same time, the Group will continue to diversify the types of
insurance, investment and other financial products recommended
to Changyou platform users.
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Digital asset trading business

The Group is vigorously developing its digital asset trading
business. Through cooperation with multipurpose card issuers,
payment institutions and technology companies and other
business resources, the Group aims to create a consumer-to-
consumer (“C2C”) trading platform where consumers are free
to trade in various equity assets, thereby greatly enhancing the
liquidity of digital card vouchers and membership rights to meet
the demands of end users and promotes the “dual-aspect”
development of the source of and access to digital points and
the expansion and enhancement of consumption scenarios. The
trading platform business has also created a new business model
for merchants to expand their markets and find its target users
while reducing costs.

Value-added services

The Group will rely on the activities and transactions of the
exchange of digital points by users of Changyou platform to
(i) obtain information on consumer behaviour and attributes to
maximise the revenue from the value-added services; (i) utilise
the comprehensive mass data of the trading platform and
consumption scenarios for precision marketing and combine
user attributes and transaction big data to accurately target
the characteristics and appeals of platform users and provide
advertising space for merchants with one-stop online advertising
solutions to develop precise and creative strategies and monitor its
effects through data analysis, etc.; and (jii) use the trading platform
and consumption scenarios to discover user funding needs and
match different risk level users to relevant and suitable capital cost
products and institutions.

The Group endeavours to create a digital points commercial
ecosystem which will make a significant impact and become one
of the leading companies to bring commercial transactions into an
era of intelligent internet.
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Directors and Senior Management

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

EXECUTIVE DIRECTORS

Mr. Cheng Jerome, aged 66, was appointed as the chairman
and the executive director on 25 March 2015. He joined Beijing
Century Fortunet Technology Co., Ltd (It Rt SRR AR A
A]) (“OPCo”) a subsidiary of the Company since 25 March 2015,
in December 2014 and previously served as the chief information
officer of OPCo till December 2015. Mr. Cheng graduated from
University Paris 7 with a DEA (D’Etudes approfondies) French
degree in information technology in 1986. He has working
experience of over 24 years in the IT industry, serving the AXA
Group and Oracle Corporation, both of which are among the
Top 500 worldwide fortune companies. From 1986 to 1994, Mr.
Cheng served the AXA Group successively as network engineer
and architect, head of network architecture team and head of
information technology system performance.

From 1998 to 2008, Mr. Cheng worked for BEA Systems, Inc., a
company specialized in enterprise infrastructure software products
which was acquired by Oracle Corporation in 2008, as principal
consulting engineer in BEA France, as managing consulting
engineer in BEA France, as pre-sales consulting manager in BEA
APAC region and as senior manager of BEA Technology Centre in
Beijing, China.

In June 2008, Mr. Cheng joined Oracle Systems Hong Kong
Limited as the senior manager of soft development and served
as Principal Solution Architect of Oracle Fusion Middleware world
wide architecture team from May 2010 to December 2014.

Mr. Yuan Weitao, aged 52, was appointed as the executive
director on 25 March 2015. He joined OPCo in September 2014
and currently serves as a director and executive vice president
of OPCo, and a director of each of Century Investment (Holding)
Limited (“CIH”), a substantial shareholder of the Company, and
Century East, a non-wholly owned subsidiary of CIH. Mr. Yuan
graduated from Tsinghua University with a bachelor’s degree in
engineering in 1989 and a master’s degree in engineering in 1992.
He has working experience of over 20 years in international trade,
telecommunications and media industries. Mr. Yuan joined China
National Electronics Import & Export Company (7 B8 F# H 0
#/17]), administered by the Ministry of Mechanical Electronic
Devices of the People’s Republic of China, after his graduation
and worked in its overseas subsidiary as a marketing manager
in 1994. Mr. Yuan joined CIH as vice president in 1999 and was
responsible for project development and external cooperation of
CIH.
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Mr. Yuan has been the general manager of Beijing United Online
Technology Co. Ltd (It REEAEERHEERAF]), a subsidiary
of China Mobile Communications Corporation (B2 &)E
{Z%£E/27]) (“China Mobile”), in 2000; a vice-president and
the representative of the China office of CMBSat which was a
subsidiary of Echostar, one of the US leading satellite television
operators, in 2006; and a vice general manager of CSMM, a
subsidiary of China Telecommunications Corporation (FF B E 5%
2 7]), from 2010 to August 2014.

NON-EXECUTIVE DIRECTORS

Mrs. Guo Yan, aged 46, was appointed as the non-executive
director on 25 March 2015. She has working experience of over
17 years in the IT industry. She has experience in the management
of IT sales and operation of over 15 years. She has led numerous
information/communications technology projects and has
extensive experience particularly in the new mobile internet
business model. Mrs. Guo graduated in testing technology and
instruments (1 BIF T E24£22) from Xi’dian University in 1994 and
obtained a postgraduate diploma in astronomical instruments
and methods (KX fEEsE2757%) from the Chinese Academy
of Science in 1997. From 1997 to 2014, Mrs. Guo worked for
Huawei Technologies Co., Ltd (2EAFiTHRAF]) as a senior
client manager of eastern China region, a director of mobile
system division of China region, a director of the IT purchasing
division of the China region. Mrs. Guo also participated in the
market development of China Mobile in Shanghai as a team leader
and acted as a project manager in the project of the IT centralized
purchasing bid of China United Network Communications
Corporations Limited (F Bl & 15 AR 2 7)) (“China Unicom”).
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Wong Chi Keung, aged 64, was appointed as the independent
non-executive director on 25 March 2015. Mr. Wong obtained
a master’'s degree in business administration from the University
of Adelaide in Australia. He is a fellow member of the Hong
Kong Institute of Certified Public Accountants, the Association
of Chartered Certified Accountants and CPA Australia and an
associate member of the Institute of Chartered Secretaries
and Administrators and the Chartered Institute of Management
Accountants. Mr. Wong is also a responsible officer for asset
management and advising on securities for CASDAQ International
Capital Market (HK) Company Limited under the SFO. Mr.
Wong has over 35 years of experience in finance, accounting
and management. Mr. Wong was an executive director, the
deputy general manager, group financial controller and company
secretary of Guangzhou Investment Company Limited (now
known as Yuexiu Property Company Limited), a company listed
on the Main Board of the Stock Exchange (stock code: 123) for
over ten years. He is also an independent non-executive director
and a member of the audit committee of Asia Orient Holdings
Limited (stock code: 214), Asia Standard International Group
Limited (stock code: 129), Century City International Holdings
Limited (stock code: 355), Nickel Resources International Holdings
Company Limited (formerly known as China Nickel Resources
Holdings Company Limited) (stock code: 2889), China Ting Group
Holdings Limited (stock code: 3398), Golden Eagle Retail Group
Limited (stock code: 3308), Paliburg Holdings Limited (stock code:
617), Regal Hotels International Holdings Limited (stock code:
78), TPV Technology Limited (stock code: 903), Yuan Heng Gas
Holdings Limited (stock code: 332) and Zhuguang Holdings Group
Company Limited (stock code: 1176), all of which are companies
listed on the Stock Exchange. Mr. Wong was also an independent
non-executive director of PacMos Technologies Holdings Limited
(now known as PacRay International Holdings Limited) (stock
code: 1010), ENM Holdings Limited (stock code: 128), Heng Xin
China Holdings Limited (stock code: 8046) and China Shanshui
Cement Group Limited (stock code: 691).
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Mr. Chan Chi Keung, Alan, aged 55, was appointed as the
independent non-executive director on 25 March 2015. He is a
member of the audit committee and the nomination committee of
the Company. Mr. Chan is a qualified solicitor admitted in England
and Wales in October 1991 and in Hong Kong in February 1992.
Mr. Chan practiced corporate and commercial law for more
than two decades. He is presently the senior general counsel of
Imperial Pacific International (CNMI) LLC, a subsidiary of Imperial
Pacific International Holdings Limited, a company listed on the
main board of the Stock Exchange (stock code:1076), which owns
an exclusive casino gaming license in Saipan, Commonwealth of
Northern Mariana Islands. He is an independent non-executive
director and a member of each of the audit committee, the
remuneration committee and the nomination committee of
Cornerstone Financial Holdings Limited (formerly known as
Focus Media Network Limited), a company listed on the Growth
Enterprise Market of the Stock Exchange (stock code: 8112)
and an independent non-executive director, the chairman of the
remuneration committee and a member of the audit committee of
BOSA Technology Holdings Limited, a company listed on Growth
Enterprise Market of the Stock Exchange (stock code: 8140).
Previously, Mr. Chan held a number of regional general counsel
roles with international corporations, including legal vice president
for NagaCorp Limited, a company listed on the Main Board of the
Stock Exchange (stock code: 3918), head of legal services of The
Hong Kong Jockey Club and the Greater China Legal Counsel for
Sun Microsystems. He was also an independent non-executive
director, chairman of the remuneration committee and a member
of each of the audit committee and nomination committee of L&A
International Holdings Limited, a company listed on the Growth
Enterprise Market of the Stock Exchange (stock code: 8195) from
25 September 2014 to 19 October 2015. Mr. Chan obtained a
bachelor of science degree in civil engineering from the Aston
University of Birmingham, England and a bachelor of laws degree
in China Law from the China University of Political Science and
Law in Beijing, China. Mr. Chan is a registered civil celebrant in
Hong Kong and served as a board director (and former chairman)
of Theatre Space Foundation Limited, a theatrical drama
performance charitable institution. He is a director of the Hong
Kong Chiu Chow Chamber of Commerce Limited; and was a
council member of the China Overseas Friendship Association,
Beijing, China (/&I NEEEIEE); a committee member
by Special Appointment of the Eighth Zhuhai Committee of the
Chinese People’s Political Consultative Conference (FF B A REUA
BEERNRETE\EZERFEZE)
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Mr. Liu Jialin, aged 56, was appointed as the independent
non-executive director of the Company on 1 April 2017. Mr.
Liu also serves as the independent non-executive director of
China Merchants Securities Co., Ltd (stock code: 6099) and Far
East Horizon Limited (stock code: 3360). Mr. Liu has been the
managing director of Cinda International Asset Management
Limited since February 2011. From 1992 to 2007, Mr. Liu worked
for Morgan Stanley group of companies and once served as
a member of the Management Committee and Asia Executive
Committee as well as a Managing Director in the Fixed Income
Division in Hong Kong. Mr. Liu has over 20 years of experience
in finance and securities industry. Mr. Liu obtained a bachelor’'s
degree in science majoring in physics from Peking University
and a master’s degree in science majoring in physics from
Massachusetts Institute of Technology.

MANAGEMENT TEAM

Mr. Mak Hing Keung, Thomas, aged 56, is the chief financial
officer of the Company. Mr. Mak holds a Bachelor degree of
Commerce from Queen’s University, Canada. Mr. Mak is a
member of the Chartered Professional Accountants of Canada,
a fellow member of the Hong Kong Institute of Certified Public
Accountants and a member of Hong Kong Business Accountants
Association. Mr. Mak has many years corporate finance and
accounting experience in Hong Kong and overseas. Prior joining
the Group, Mr. Mak was the chief financial officer and company
secretary in various Main Board listed and private companies.
Mr. Mak worked for an investment bank and Listing Division of
the Stock Exchange respectively. Mr. Mak has also worked for
an international accounting firm in Hong Kong, Singapore and
Canada for over seven years. Mr. Mak is currently an Independent
Non-executive Director of Tao Heung Holdings Limited (stock
code: 573), a company listed on the Main Board, since 1 March
2007. He was also appointed as a member of both Audit
Committee and Remuneration Committee of Tao Heung Holdings
Limited on 9 June 2007.

Mr. Chan Chi Keung, Billy, aged 45, is the financial controller,
company secretary, and one of the authorised representatives of
the Company. He graduated from Hong Kong Baptist University
with an Honours Degree with major in Accounting. He is a fellow
member of the Association of Chartered Certified Accountants.
He is an independent non-executive director, the chairman of
the audit committee and a member of each of the nomination
committee and the remuneration committee of Boill Healthcare
Holdings Limited (stock code: 1246). Mr. Chan has over 20 years’
experience in auditing, accounting and financial management.
He had worked in South China Media Group for 15 years from
December 1999 to May 2015 and his latest position was the
deputy financial controller. He had worked in South China Land
Limited (formerly named as Capital Publications Limited, stock
code: 8155) from January 2004 to June 2008 as the qualified
accountant and company secretary.
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The Board is pleased to present the annual report and the audited
financial statements of the Group for the year ended 31 December
2018.

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands on 21 May
2008 under The Companies Law, Cap. 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands (“Companies
Law”) with limited liability. The shares of the Company were listed
on the Main Board of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) on 24 September 2010.

During the financial year ended 31 December 2016, the Group
formed a series of joint ventures with the respective subsidiaries
of CCB International (Holdings) Limited, China UnionPay Merchant
Services Company Limited, China Mobile (Hong Kong) Group
Limited, Bank of China Group Investment Limited and China
Eastern Airlines Corporation Limited, the joint venture companies
which now form part of the Group. For further details of the
formation of the joint ventures, please refer to the announcements
of the Company dated 22 June 2016, 25 July 2016, 30 August
2016, 13 September 2016, 29 November 2016, 7 December
2016 and 30 June 2017, respectively.

PRINCIPAL ACTIVITIES
The principal activity of the Company is investment holding. Details

of the principal activities of its subsidiaries are set out in note 15 to
the financial statements.

RESULTS AND DISTRIBUTION

The results of the Group for the year ended 31 December 2018
are set out in the financial statements on pages 63 to 64. The
Board does not recommend the payment of any final dividend for
the year ended 31 December 2018.

FINANCIAL STATEMENTS

The summary of the results, assets and liabilities of the Group for
the year ended 31 December 2018 is set out on pages 63 to 173.

RESERVES

Movements in the reserves of the Group during the year ended 31
December 2018 are set out on page 68.

SHARE CAPITAL
Changes in share capital of the Company for the year ended

31 December 2018 are set out in note 24(c) to the financial
statements.

Fortunet e-Commerce Group Limited Annual Report 2018

EEEMAREAEEHE 2 \F+-A=+—BILFED
FHREEELHHERE -

— AR

ARAR—EZNFREA-_T-HEHEREREMASHEED
FRERRE(—NAR—FE=FED  KEARER) ([2AF
EDEMKZAERAR - ARARNR-_F—FTFAA—1+0
AEEEMARXZMARRE ([HRM]) TR LT -

HE-ZT—XRXF+_A=1+—HULVREFE AEFHHEZIEFHK
(R BRRAR] ~ R EBEROHER AR - FRBE (FH)EE
BRAE - RIREFEREERRFTLRFRARFMERNDBRA A
EENMBARMERE —RIEERLE 8 QARANKTERMN
—#n o BRAMERESERENE—LFE  FEHEAARAHS
AE_E—XR"FNAZ+=H ZTE—R"FLtA=-+HH =ZF
—"ENA=ZF+RA - ZE—RFALA+=B ZT—X"F+—A
“t+hB ZZ—R"F+_AtBRZZ—tEXAZTHHLR
1?5 °

FEEK

RARMEBEBABINELR  HNBARNEZEBKFHBER
B IRRMIFE S ©

EERDIK
AREFHE-T— ) \F+-_A=Z+—RAILFENEEHNFEIE
ABENHBHREN - EFCUTEZRBEE_T—N\E+_A
=+ — B IEFEIRMAERRARE -

R

AEBPRE T )\FE+_A=+—"AILFENEE EER
BEMEHNESE173E ©

(G

AEBPBEE T \E+-_A=1+—RAILFERZHEEIH
NE68HE -

IRZ

ARARARE-E—\F+=A=+—HILFEZ BHRRH
T8N 3 24(0) -



PRE-EMPTIVE RIGHTS

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

SHARE OPTION SCHEME

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

During the year ended 31 December 2018, 72,000,000 share
options were granted to Cheng Jerome, the chairman and an
executive director of the Company, under the Share Option
Scheme and no share options lapsed or were exercised or
cancelled. As at 31 December 2018, the number of outstanding
share options is 147,000,000.

As at the date of this report, the total number of shares of the
Company available for issue under the Share Option Scheme
was 115,313,027 shares of the Company, which represented
approximately 6.37% of the shares of the Company in issue. The
Share Option Scheme became effective on 24 September 2010
and the options issued pursuant to the Share Option Scheme will
expire no later than 10 years from the date of grant of the option.
Under the Share Option Scheme, the Board may grant options
to any employees, directors, advisors, consultants, suppliers,
customers, distributors and such other persons who in the sole
opinion of the Board will contribute or have contributed to the
Company or any of its subsidiaries to subscribe shares of the
Company.

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

The amount payable on acceptance of an option is HK$1.00,
which will be payable on or before a prescribed acceptance date.
In relation to any options granted under the Share Option Scheme,
the exercise price is determined by the Directors, and will not
be less than the highest of (i) the closing price of the Company’s
shares on the date of grant; (i) the average closing price of the
shares for the five business days immediately preceding the date
of grant; and (iii) the nominal value of the Company’s share.
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The Share Option Scheme does not contain any minimum
period(s) for which an option must be held before it can be
exercised. However, at the time of granting of the options, the
Board may specify any such minimum period(s).

Unless otherwise terminated by the Board or the shareholders in a
general meeting in accordance with the terms of the Share Option
Scheme, the Scheme shall be valid and effective for a period of
10 years from the date on which it became unconditional which
was 24 September 2010, after which no further options will be
granted or offered but the provisions of the Share Option Scheme
shall remain in full force and effect to the extent necessary to give
effect to the exercise of any subsisting options granted prior to the
expiry of the 10-year period or otherwise as may be required in
accordance with the provisions of the Share Option Scheme. The
remaining life of the Share Option Scheme is approximately 1.5
years.

As at 31 December 2018, options to subscribe for 147,000,000
ordinary shares of the Company were outstanding, details of
which are set out below and in the note 22 to the financial
statements:

Outstanding

Granted during Lapsed during during the year

BT 3 EH D BB A T T TR AT AR A A RE IR -
A RNEROERER - B0 ARRECMNARKEHR -

BIFREEGIMRAEBRAE DERBEEAINIERRI TR
I BRIZGENERNRTF  ARREREN T —FFh
AZtHBARAE  ZHBERETEERHIIR2BAE - &
B RE T RN AR L A EA DA R B RIS AT - 3
RIBBAE A BIMIEX T RE BB ARE - BBARERT 2IM0 (RSO B
BETREN - BRI SNAR T ARPOR/155F -

RZZE—N\F+ZA=+—H ' AJREARRF 147,000,000 & L iFH
BRE BB ISR TTIE - EFEBER TR mERME22

Exercised
Outstanding

as at theyearended the year ended ended as at

1January 31 December 31 December 31 December 31 December

Name 2018 2018 2018 2018 2018
REZE REZE REZE

R-Z-N\F —E-N\¥ —E-N\¥ —E-N\¥ RZZ-N\F

-A—B +t=ZA=+-B +=A=t-B +=A=t+-H +ZA=+-H

] KTE  LEEERE EFEERYM  LEEEATE RTHE

Mr. Cheng Jerome Cheng Jerome % 4 15,000,000 72,000,000 - - 87,000,000

Mr. Yuan Weitao REBBEE 15,000,000 - - - 15,000,000

Mrs. Guo Yan LT 15,000,000 - - - 15,000,000

Others Hitp 30,000,000 - - - 30,000,000

Total 4Bt 75,000,000 72,000,000 - - 147,000,000
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MAJOR SUPPLIERS AND CUSTOMERS

During the year ended 31 December 2018, the aggregate sales
attributable to the Group’s five largest customers comprised
approximately 17.3% of the Group’s total sales and the sales
attributable to the Group’s largest customer were approximately
9.4% of the Group’s total sales. During the year ended 31
December 2018, the aggregate purchases attributable to the
Group’s five largest suppliers were approximately 73.0% of
the Group’s cost of sales and the purchases attributable to the
Group’s largest supplier were approximately 18.5% of the Group’s
cost of sales.

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

RELATIONSHIPS WITH EMPLOYEES, SUPPLIERS AND
CUSTOMERS

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

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

DONATIONS

The Group did not make any charitable and other donations during
the year under review (2017: RMB Nil).

PROPERTY, PLANT AND EQUIPMENT

As at 31 December 2018, the Group held property, plant and
equipment of approximately RMB9.4 million. Details of the
movements are set out in note 12 to the financial statements.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S SHARES

During the year ended 31 December 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 meetings of the Company held on 29 May 2017
and 29 May 2018, respectively. 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:

Price per shares

Month of  Number of shares Aggregate
buy-back bought back Highest Lowest price

HK$ HK$ HK$
May 715,000 1.02 0.98 717,980
June 1,841,000 1.07 0.71 1,615,800

Save for the share repurchases as disclosed above, neither the
Company nor any of its subsidiaries had purchased, sold or
redeemed any of the shares of the Company during the year
ended 31 December 2018.

DIRECTORS

During the year ended 31 December 2018 and as at the date of
this report, the Board comprised the following directors:

Executive Directors

Mr. Cheng Jerome (Chairman)
Mr. Yuan Weitao

Non-Executive Director

Mrs. Guo Yan

Independent Non-Executive Directors
Mr. Wong Chi Keung

Mr. Chan Chi Keung, Alan
Mr. Liu Jialin

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

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

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

CONFIRMATION OF INDEPENDENCE

The Company has received an annual confirmation of
independence from each of the independent non-executive
Directors pursuant to Rule 3.13 of the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing Rules”). Based
on the contents of such confirmation, the Company considers that
all three independent non-executive Directors are independent and
that they have met the specific independence guidelines as set out
in Rule 3.13 of the Listing Rules.

DIRECTORS’ REMUNERATION

The remuneration committee of the Company (the
“Remuneration Committee”) considers and recommends to the
Board the remuneration and other benefits paid by the Company
to the Directors. The remuneration of all Directors is subject to
regular monitoring by the Remuneration Committee to ensure that
the levels of their remuneration and compensation are appropriate.
Details of Directors’ remuneration are set out in note 9 to the
financial statements.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the Directors and the senior management of
the Group are set out on pages 27 to 31 of this report.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

Save as disclosed under the section headed “Connected
Transactions” below and the section headed “Material Related
Party Transactions” in note 27 to the financial statements, there
was no transaction, arrangement or contract of significance
in relation to the Group to which the Company or any of its
subsidiaries was a party to and in which a Director or an entity
connected with such Director is or was materially interested in,
whether directly or indirectly, subsisting at the end of the financial
year ended 31 December 2018 or at any time during the financial
year ended 31 December 2018.
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS

None of the Directors held any interests in any competing business
against the Company or any of its jointly controlled entities and
subsidiaries for the year ended 31 December 2018.

DIRECTORS’ RIGHTS TO PURCHASE SHARES OR
DEBENTURES

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

PERMITTED INDEMNITY PROVISIONS

During the year ended 31 December 2018 and up to the date of
this report, there were no permitted indemnity provisions in force
for the benefit of any Director (whether made by the Company
or otherwise) or any director of an associated company of the
Company (if made by the Company).

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

activities.

SUBSIDIARIES

Details of the major subsidiaries of the Company as at 31
December 2018 are set out in note 15 to the financial statements.
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INTERESTS AND SHORT POSITIONS OF THE
DIRECTORS AND CHIEF EXECUTIVE OF THE COMPANY
IN THE SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 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 “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 for Securities Transactions by Directors of Listed
Issuers (the “Model Code”), to be notified to the Company and
the Stock Exchange, were as follows:
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Shares percentage of
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Name of Director options (note 3) Notes
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Mr. Cheng Jerome Cheng Jerome 7t & 87,000,000 4.80% 1

Mr. Yuan Weitao REELEE 15,000,000 0.83% 2

Mrs. Guo Yan EiE S 15,000,000 0.83% 2

Notes: Wzt -

1. This represents the interest in the underlying Shares of the Share Option 1. EHERRER —FE—FFE X F =+ /N AR B EA R = F—NF
Scheme adopted on 28 June 2010 to be allotted and issued upon the + A = A1 #715,000,000 (7 8 fE R R = F — )\ 4 7 A P A #2479
exercise of the 15,000,000 options granted on 3 October 2016 and the 72,000,000 178 IR EFET T LA 15 T A0 3 R S TRV IERG R (7 A 1 28 ©
72,000,000 options granted on 4 May 2018.

2. These represent Interest in the underlying Shares of the Share Option 2. EERRIER ZFE—FFE N A=+ /| AR ER G EIR = F —/\$
Scheme adopted on 28 June 2010 to be allotted and issued upon the 1A= AR BIE IR ERETTIE 01 T IO % R B 7 TEIMEREIR (7 P B
exercise of the options granted on 3 October 2016.

3. The approximate percentage is based on a total of 1,810,953,272 issued 3. BB IR = FE— N F+ = H=+—HARE]5#1810953272 %

Shares of the Company as at 31 December 2018.

Saved as disclosed above, as at 31 December 2018, none of
the Directors and the chief executives of the Company or their
respective associates had any interests or short positions in the
Shares, underlying Shares or debentures of the Company or its
associated corporations (within Part XV of the SFO) which were
required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they were taken or deemed to
have under such provisions of the SFO), or which were required,
pursuant to section 352 of the SFO, to be entered in the register
referred to therein, or which were required, pursuant to the Model
Code, to be notified to the Company and the Stock Exchange.
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 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:

Long positions in the Shares and underlying Shares of our
Company

FERRE

RZZE-N\F+ZA=+—8 BEEMRA  RARERMHF
BERREEREERIEES MABERDIEXVEEFE 2 M3 882 X
ATIWEIRIEE S LB HIIFEB6RATE Z B M2
5% A LEE AR AL (FMEREARREERESTHRAE)
LU

AARRORABRONET R

Approximate
percentage of
shareholding
Name of substantial shareholder Nature of Interest Interest in Shares (note 7) Notes
BRI RE
TERRER BHEME R ER B (HET) i3
Century Investment (Holding) Limited (“CIH") Beneficial interest 896,885,818 49.53% 1
Century Investment (Holding) Limited ([ CIHJ) ey
Starr International Foundation Interest of controlled corporations 224,710,691 12.41% 3
Starr International Foundation R B R
Central Huijin Investment Ltd. Interest of controlled corporations 197,929,351 10.93% 2
RRESREEREELA ZEEEER
China Construction Bank Corporation Interest of controlled corporations 197,929,351 10.93% 2
RERFRITRAERAR ZEEEER
Beijing Enterprises Real Estate (HK) Limited Beneficial interest 151,615,000 8.37% 4
ITEEE(EE)BERAA ey
Yang Liu Interest of controlled corporations 148,400,000 8.19% 5
Bk ZEEEER
Taiping Trustees Limited Beneficial interest 138,888,000 7.67% 6
ATFEFRARAR Ealkn
Notes: i -
1. CIH is wholly owned by Ms. Pun Tang. CIH currently holds 598,885,818 1. CIHE#IPun Tang X+ 2 &#H - CIHH £ #5 598,885,818 R iR 17 (14

Shares (being approximately 33.07% of the total shareholding of the
Company), and will hold a further 298,000,000 Shares upon the exercise
of the Warrants in full.

2. A charge over the 154,691,176 Shares held by CIH had been created
in favour of Chance Talent Management Limited. Chance Talent
Management Limited is wholly owned by CCBI Investments Limited,
which is in turn wholly owned by CCB International (Holdings) Limited.
CCB International (Holdings) Limited is wholly owned by CCB Financial
Holdings Limited, which is in turn wholly owned by CCB International
Group Holdings Limited. CCB International Group Holdings Limited is
wholly owned by China Construction Bank Corporation, which is owned
as to 57.11% by Central Huijin Investment Limited.
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3. Starr Investments Cayman Il, Inc. and Starr Investments Cayman V, Inc.
are the beneficial owners of Shares as to 6.34% and 6.07% 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.

4. Beijing Enterprises Real Estate (HK) Limited is wholly owned by 17 1t##
FEEABRETL A, which is in turn wholly owned by Beijing Enterprises
Group Company Limited. Beijjing Enterprises Group Company Limited is
wholly owned by the State-owned Assets Supervision and Administration
Commission of the People’s Government of Beijing Municipality.

5. 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.

6. 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.

7. The approximate percentage is based on a total of 1,810,953,272 issued
shares of the Company as at 31 December 2018.

SUFFICIENCY OF PUBLIC FLOAT

Based on information available to the Company and within
the knowledge of the Directors, the Company has maintained
sufficient public float throughout the year ended 31 December
2018.

RETIREMENT SCHEME

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

The employees of the subsidiaries in the PRC participate in
the retirement schemes operated by the local authorities. The
subsidiaries are required to contribute a certain percentage of
their salaries to these schemes to pay the benefits. The only
obligation of the Group in respect to these schemes is the
required contributions under the schemes. For the year ended
31 December 2018, the Group’s total contributions to the
retirement schemes charged in the income statement amounted
to approximately RMB12.2 million (2017: approximately RMB3.9
million). Details of the Group’s retirement scheme and the basis of
calculation are set out in note 7(b) to the financial statements.
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CODE ON CORPORATE GOVERNANCE PRACTICES

The Company is committed to the establishment of good
corporate governance practices and procedures with a view to
enhancing investor confidence and the Company’s accountability
and transparency. The Company therefore strives to attain
and maintain effective corporate governance practices and
procedures. Throughout the year ended 31 December 2018 and
save as disclosed in this report, the Company has complied with
the code provisions as set out in the Corporate Governance Code
and Corporate Governance Report (the “CG Code”) contained in
Appendix 14 to the Listing Rules. The Group’s principal corporate
governance practices are set out on pages 44 to 54 of this report.

CONNECTED TRANSACTIONS

On 26 March 2018, the Company (as the issuer) and Century
Investment (Holding) Limited (“CIH”) (as the subscriber) entered
into a warrant subscription agreement, pursuant to which the
Company conditionally agreed to issue, and CIH conditionally
agreed to subscribe for, 298,000,000 Warrants at the
subscription price of HK$0.01 per Warrant payable by CIH to
the Company. For further details of the transaction, please refer
to the Company’s announcements dated 26 March 2018 and
27 June 2018, respectively, and the Company’s circular dated
5 July 2018. The Warrants were issued on 18 September 2018.
The net proceeds from the issue of Warrants of approximately
HK$1,480,000 was fully utilised for the development of the
Changyou platform during the year ended 31 December 2018.
None of the Warrants were exercised during the year ended 31
December 2018.

On 21 June 2018, the Company (as lender) and Pointsea
Company Limited (“PCL”) (an indirect non-wholly owned
subsidiary of the Company) (as borrower) entered into a facility
agreement, pursuant to which the Company conditionally agreed
to grant the loan facility of up to HK$100 million to PCL for
the purpose of development the Digital Point business and for
capital expenditure and general working capital of PCL and its
subsidiaries. For further details of the transaction, please refer to
the Company’s announcement dated 21 June 2018. As at 31
December 2018, facility was fully drawn down by PCL.

RELATED PARTY TRANSACTIONS

None of the related party transactions set out in the section
headed “Material Related Party Transactions” in note 27 to
the financial statements constitutes connected transactions or
continuing connected transactions of the Company which is
required to be disclosed under the Listing Rules. The Directors
confirm that the Company has complied with the disclosure
requirements in accordance with Chapter 14A of the Listing Rules.
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CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from
Thursday, 23 May 2019 to Tuesday, 28 May 2019, both days
inclusive, during which period no transfer of shares will be
registered. In order to determine who are entitled to attend and
vote at the forthcoming annual general meeting of the Company
to be held on Tuesday, 28 May 2019, all transfer documents
accompanied by the relevant share certificates must be lodged
with the Company’s Hong Kong share registrar, Computershare
Hong Kong Investor Services Limited, at Rooms 1712-1716, 17th
Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong for
registration no later than 4:30 p.m. on Wednesday, 22 May 2019.

AUDITORS

The consolidated financial statements for the year ended 31
December 2018 have been audited by KPMG who shall retire
at the forthcoming annual general meeting of the Company. A
resolution will be proposed at the forthcoming annual general
meeting of the Company to re-appoint KPMG as auditor of the
Company.

By order of the Board
Cheng Jerome
Chairman

Hong Kong, 15 March 2019
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CORPORATE GOVERNANCE PRACTICES

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

Save as disclosed in this report, the Company had complied
with the CG Code as set out in Appendix 14 to the Listing Rules
throughout the year ended 31 December 2018.

THE BOARD

The Board consists of six Directors, two of whom are executive
Directors, one of whom is a non-executive Director and
three of whom are independent non-executive Directors. The
functions and duties conferred on the Board include convening
shareholders’ meetings and reporting on the work of the Board
to the shareholders at shareholders’ meetings as may be
required by applicable laws, implementing resolutions passed at
shareholders’ meetings, determining the Company’s business
plans and investment plans, formulating the Company’s annual
budget and final accounts, formulating the Company’s proposals
for dividend and bonus distributions as well as exercising other
powers, functions and duties as conferred on it by the Articles
and applicable laws. The management team is delegated with
the authorities and responsibilities by the Board for the day-to-
day management and operations of the Group. The Board meets
regularly to review the financial and operating performance of the
Company, and considers and approves the overall strategies and
policies of the Company. The composition of the Board is well
balanced with the directors having sound industry knowledge,
extensive corporate and strategic planning experience and/or
expertise relevant to the business of the Group. The executive
Directors, non-executive Director and independent non-executive
Directors bring a variety of experience and expertise to the
Company.
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The composition of the Board during the year ended 31 December
2018 and up to the date of this report is set out below:

Executive Directors

Mr. Cheng Jerome (Chairman)
Mr. Yuan Weitao

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

Mr. Wong Chi Keung
Mr. Chan Chi Keung, Alan
Mr. Liu Jialin

The biographical details of the current Board members are set out
under the section headed “Directors and Senior Management” on
pages 27 to 31 of this report. The list of directors (by category)
is also disclosed in all corporate communications issued by the
Company pursuant to the Listing Rules from time to time. The
independent non-executive Directors are expressly identified in all
corporate communications pursuant to the Listing Rules.

During the year ended 31 December 2018, the Board at all
times met the requirements of the Listing Rules relating to the
appointment of at least three independent non-executive directors
with at least one independent non-executive director possessing
appropriate professional qualifications or accounting or related
financial management expertise, and the independent non-
executive directors represented over one-third of the Board.

The Company has received an annual confirmation of
independence from each of its independent non-executive
Directors pursuant to Rule 3.13 of the Listing Rules. Based on the
contents of such confirmation, the Company considers that all
three independent non-executive Directors are independent and
that they have met the specific independence guidelines as set out
in Rule 3.13 of the Listing Rules.

All Directors have separate and independent access to the
Company’s management team to fulfill their duties and, upon
reasonable request, to seek independent professional advice
in appropriate circumstances, at the Company’s expense. All
Directors also have access to the company secretary of the
Company (“Company Secretary”) who is responsible for
ensuring that the Board procedures, and all applicable rules
and regulations, are followed. An agenda and accompanying
Board/committee papers are distributed to the Directors/
Board committee members with reasonable notices in advance
of the meetings. Minutes of Board meetings and meetings of
Board committees, which record in sufficient detail the matters
considered by the Board and decisions reached, including any
concerns raised by Directors or dissenting views expressed, are
kept by the Company Secretary and are open for inspection by
Directors.
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The Company has arranged for appropriate and sufficient
insurance coverage on directors’ liabilities in respect of legal
actions taken against its directors arising out of corporate
activities.

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

There is no other relationship between members of the Board and
the Chairman.

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

In accordance with article 84 of the Articles, at each annual
general meeting one-third of the Directors for the time being (or,
if their number is not a multiple of three, the number nearest to
but not less than one third) shall retire from office by rotation
provided that every Director shall be subject to retirement at
least once every three years. In accordance with article 84 of the
Articles, each of Mr. Liu Jialin and Mr. Chan Chi Keung, Alan will
retire from the office of Director by rotation and, being eligible, will
offer themselves for re-election at the forthcoming annual general
meeting.

Chairman and Chief Executive Officer

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

Since the resignation of Mr. Lai Fengcai as Chief Executive Officer
on 16 June 2015, the position of Chief Executive Officer has not
been filled up. The Company is in the process of identifying a
suitable candidate to assume the role as Chief Executive Officer of
the Company.
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CONTINUOUS PROFESSIONAL DEVELOPMENT OF
DIRECTORS

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

The Directors also participated in appropriate continuous
professional development to develop and refresh their knowledge
and skills to ensure that their contribution to the Board remains
informed and relevant. They were involved in relevant training
courses at the Company’s expenses. All Directors also read
materials in relation to regular update to statutory requirements,
Listing Rules and other relevant topics related to a listed company.

BOARD COMMITTEES

As an integral part of sound corporate governance practices,
the Board has established the following Board committees to
oversee the particular aspects of the Group’s affairs. Each of these
committees comprises independent non-executive Directors who
are being invited to join as members.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”)
was established on 24 September 2010 in compliance with
Rules 3.21 and 3.22 of the Listing Rules and with written terms
of reference in compliance with the CG Code. The primary
duties of the Audit Committee are to review and monitor the
Company’s financial reporting and internal control principles of
the Company and to provide advice and comments to the Board.
The members meet regularly with the external auditors and the
Company’s management team for the review, supervision and
discussion of the Company’s financial reporting and internal
control procedures and ensure that management has discharged
its duty to have an effective internal control and risk management
system. During the year 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 held two meetings during the year under
review to review the financial results of the Group and significant
issues on the financial reporting and compliance procedures,
internal control and risk management systems.
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The Audit Committee has reviewed the consolidated financial
statements of the Group for the year ended 31 December 2018,
including the accounting principles and practices adopted by the
Group, the selection and appointment of the external auditors and
the effectiveness of the systems of risk management and internal
control of the Group.

CORPORATE GOVERNANCE FUNCTIONS

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

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

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

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

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

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

o to review the Group’s compliance with the CG Code and
disclosure requirements in the Corporate Governance
Report.

REMUNERATION COMMITTEE

The Remuneration Committee was established on 24 September
2010 with written terms of reference in compliance with the
CG Code. During the year 2018, the Remuneration Committee
was chaired by Mr. Liu Jialin with two Directors, namely Mr.
Cheng Jerome and Mr. Wong Chi Keung, as members. The
principal responsibilities of the Remuneration Committee are to
formulate and recommend remuneration policy to the Board,
make recommendations to the Board on the Company’s
policy and structure for all Directors’ and management team’s
remunerations, approve and review management’s proposals
with reference to the Board’s corporate goals and objectives
and make recommendations to the Board on the remuneration
of non-executive Directors of the Company. The Board expects
the Remuneration Committee to exercise independent judgment
and ensure that executive Directors do not participate in the
determination of their own remunerations.

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

The nomination committee of the Company (the “Nomination
Committee”) was established on 24 September 2010. During the
year 2018, the chairman was Mr. Cheng Jerome, an executive
Director, with two Directors, namely Mr. Wong Chi Keung and Mr.
Chan Chi Keung, Alan, as members. The Nomination Committee
is responsible for determining the policy for the nomination of
Directors, reviewing the structure, size and composition of the
Board, making recommendation to the Board on selection of
candidates for directorships, appointment and reappointment of
Directors and Board succession and assessing the independence
of independent non-executive Directors.

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

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

The Nomination Committee held one meeting during the year
under review to review the structure, size and composition of the
Board and the independence of the independent non-executive
Directors.

NUMBER OF MEETINGS AND DIRECTORS’
ATTENDANCE

The individual attendance record of each Director at the meetings
of the Board, Audit Committee, Remuneration Committee,
Nomination Committee and the general meeting of the Company
during the year ended 31 December 2018 is set out below:
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Audit  Remuneration Nomination Annual Extraordinary
Board Committee Committee Committee General Ordinary
Meeting Meeting Meeting Meeting Meeting Meeting
FE3--¢ ] ENZEEE ¥HzEe REZEE  RREFAE  RREAIAE
Executive Directors HTEE
Mr. Cheng Jerome Cheng Jerome %4 6/6 TR 1 il 1 33
Mr. Yuan Weitao RIEBRE 6/6 TER TR TER 1 33
Non-executive Director FirEE
Mrs. Guo Yan HiES 6/6 TER T TEA 01 03
Independent non-executive Directors B/ #7728 F
Mr. Wong Chi Keung BrBRE 6/6 2/2 1 1A 1 33
Mr. Chan Chi Keung, Alan REELE 6/6 22 TER 1 0 33
Mr. Liu Jialin ziaks 5/6 12 11 TEA 0/ 3/3
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CODE PROVISIONS IN CORPORATE GOVERNANCE
CODE AND CORPORATE GOVERNANCE REPORT

Deviation with Code Provision

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 their
other engagement in other commitments. Mrs. Guo Yan was not
able to attend the extraordinary general meeting of the Company
held on 7 August 2018 due to her other engagement in other
commitments.

COMPLIANCE WITH THE MODEL CODE FOR
DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in
Appendix 10 of the Listing Rules as its own code of conduct
for securities transactions. Specific enquiries have been made
with all Directors, and each Director has declared and confirmed
that, during the year ended 31 December 2018, they were in
compliance with the Model Code.

COMPANY SECRETARY

Mr. Chan Chi Keung, Billy, the Company Secretary, is a full time
employee of the Group and has the knowledge of the Company’s
day-to-day affairs. He also serves as the secretary of the Audit
Committee, the Nomination Committee and the Remuneration
Committee as organised by the board from time to time. During
the year ended 31 December 2018, the Company Secretary
complied with the relevant professional training requirement under
Rule 3.29 of the Listing Rules. The biographical details of the
Company Secretary is set out in the section headed “Directors and
Senior Management” on page 31 in this report.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for the preparation
of the financial statements for the financial year ended 31
December 2018 which give a true and fair view of the state of
affairs of the Company and of the Group at that date and of the
Group’s results and cash flows for the year then ended and are
properly prepared on the going concern basis in accordance with
the applicable statutory requirements and accounting standards.
The statement of the external auditors of the Company about their
reporting responsibilities on the financial statements is set out in
the “Independent Auditor’s Report”.

AUDITORS’ REMUNERATION

During the year ended 31 December 2018, the remuneration paid
or payable to the Group’s auditors, KPMG, in respect of their
audit and non-audit services are RMB2,580,000 and RMB Nil,
respectively.
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INTERNAL CONTROL AND RISK MANAGEMENT

The Board is responsible for maintaining sound and effective
internal control and risk management systems in order to
safeguard the Group’s assets and shareholders’ interests, and
review and monitor the effectiveness of the Company’s internal
control and risk management systems on a regular basis so as
to ensure that internal control and risk management systems
in place are adequate. The Company has established written
policies and procedures applicable to all operating units to ensure
the effectiveness of internal controls. The Company also has a
process of identifying, evaluating, and managing the significant
risks to the achievement of its operational objective. This process
is subject to continuous improvement and has been in place since
24 September 2010 and up to the date of this report. The day-to-
day operation is entrusted to the individual department, which is
accountable for its own conduct and performance, and is required
to strictly adhere to the policies set by the Board. The Company
carries out reviews on the effectiveness of the internal control and
risk management systems from time to time in order to ensure
that they are able to meet and deal with the dynamic and ever
changing business environment.

The risk management framework includes identifying significant
risks in the Group’s operation environment and evaluating the
impacts of those risks on the Group’s business; developing
necessary measures to manage those risks; and monitoring and
reviewing the effectiveness of such measures. The implementation
of risk management framework of the Group was assisted by the
Group’s internal audit function so that the Group could ensure
new and emerging risks relevant to the Group’s operation are
promptly identified by the management, assess the adequacy of
action plans to manage these risks and monitor and evaluate the
effectiveness of the action plans. These are on-going processes
and the Audit Committee reviews periodically the Group’s risk
management systems.

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

PROCEDURES FOR SHAREHOLDERS TO REQUISITION
AND CONVENE AN EXTRAORDINARY GENERAL
MEETING (INCLUDING PROPOSING A RESOLUTION AT
AN EXTRAORDINARY GENERAL MEETING)

o Any two or more shareholders holding at the date of
deposit of the requisition not less than one-tenth of the
paid up capital of the Company carrying the right of
voting at general meetings of the Company (the “Eligible
Shareholders”) shall at all times have the right, by a written
requisition signed by the Eligible Shareholders concerned
(the “Requisition”), to require the Board to convene an
extraordinary general meeting, and to put any resolution so
requisitioned to vote at such extraordinary general meeting.
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Eligible Shareholders who wish to requisition the Board to
convene an extraordinary general meeting for the purpose
of proposing a resolution at the extraordinary general
meeting must deposit the Requisition at the principal place
of business of the Company in Hong Kong at Room 1001-
1009, 10/F, Sun Hung Kai Centre, 30 Harbour Road,
Wanchai, Hong Kong.

The Requisition must state clearly the names of the
Eligible Shareholders concerned, specify the objects of
the meeting, and be signed by the Eligible Shareholders
concerned. The Eligible Shareholders must prove their
shareholdings in the Company to the satisfaction of the
Company.

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

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

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

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

During the year under review, there was no change to the
constitutional documents of the Company. Shareholders, investors
and the media can make enquiries to the Company through the
following means:

Telephone number: (852) 2776 8500

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

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

OPINION

We have audited the consolidated financial statements of
Fortunet e-Commerce Group Limited (the “Company”) and
its subsidiaries (the “Group”) set out on pages 63 to 173,
which comprise the consolidated statement of financial
position as at 31 December 2018, the consolidated
statement of profit or loss, the consolidated statement
of profit or loss and other comprehensive income, the
consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended
and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give
a true and fair view of the consolidated financial position of
the Group as at 31 December 2018 and of its consolidated
financial performance and its consolidated cash flows
for the year then ended in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”) issued by the
Hong Kong Institute of Certified Public Accountants (the
“HKICPA”) and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong
Companies Ordinance.

BASIS FOR OPINION

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

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

Loss allowance for trade and other receivables

Refer to Note 17 to the consolidated financial statements

Independent Auditor's Report
e RVE R ElE e

BHREASEE
RESHAEREBRFINERALE - RESHARERSH
BHRERNBARSEENTA - ZFFHRERMEAE

A M RE R AEARETRIEN - AT RYR
SERREEBOEL -

EE RAEMBYHRENSRRE

FERRRA MISRERMTE 17 AR 2(0)() & TR -

and the accounting policies in Note 2(k)(i).

The Key Audit Matter

At 31 December 2018,
the Group’s gross trade
and other receivables
totalled RMB137,700,000.
Loss allowance of
RMB70,635,000 was
recorded.

Management measured
loss allowance at an
amount equal to expected
credit losses (“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).

We identified loss
allowance for trade and
other receivables as a key
audit matter because trade
and other receivables
and loss allowance are
material to the Group and
the recognition of ECLs is
inherently subjective and
requires the exercise of
significant management
judgement.

How the matter was
addressed in our audit

Our audit procedures to
assess the loss allowance for
trade and other receivables
included the following:

Obtaining an
understanding of and
assessing the design,
implementation and
operating effectiveness
of key internal controls
over the credit control,
the trade and other
receivables collection
process and making loss
allowances for trade and
other receivables;

Obtaining an
understanding on the key
data and assumptions of
the ECL model adopted
by the management,
including the historical
default data, ageing of
debtor balances, credit
terms, recent settlement
patterns and forecast
of future economic
conditions;
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AR Gl

KEY AUDIT MATTERS (CONTINUED)

Assessing the
reasonableness of
management’s estimates
on loss allowance
by examining the
information used by
management to form
such judgements,
including testing the
accuracy of the historical
default data and
evaluating whether the
historical loss rates are
appropriately adjusted
based on current
economic conditions
and forward-looking
information;

Assessing whether
items were correctly
categorised in the trade
and other receivables
ageing report by
comparing a sample
of individual items with
the relevant underlying
documentation;

Assessing the
assumptions and
estimates made by
management for the
assessment of loss
allowances for trade
and other receivables
by performing a
retrospective review of
the historical accuracy
of these assumptions
and estimates, including
historical default data
and estimated loss rates;
and

Assessing the
disclosures in the
consolidated financial
statements in relation
to the loss allowances
for trade and other
receivables with
reference to the
requirements of the
prevailing accounting
standards.
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INFORMATION OTHER THAN THE
CONSOLIDATED FINANCIAL STATEMENTS AND
AUDITOR’S REPORT THEREON

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

Our opinion on the consolidated financial statements does
not cover the other information and we do not express any
form of assurance conclusion thereon.

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

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

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors are assisted by the Audit Committee in
discharging their responsibilities for overseeing the Group’s
financial reporting process.
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B B RS

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

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

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

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

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

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

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

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

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

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

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

We also provide the Audit Committee with a statement
that we have complied with relevant ethical requirements
regarding independence and communicate with them
all relationships and other matters that may reasonably
be thought to bear on our independence and, where
applicable, related safeguards.
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B B RS

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

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

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

KPMG
Certified Public Accountants

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

15 March 2019
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Revenue
Cost of sales

Gross loss

Other income

Selling and distribution expenses
Administrative expenses
Research and development costs
Impairment losses

Loss from operations

Finance income/(costs)

Loss arising from changes in fair value
on held-for-trading investments

Gain on disposal of subsidiaries

Loss before taxation
Income tax

Loss for the year

Attributable to:
Equity shareholders of the Company
Non-controlling interests

Loss for the year

Loss per share
Basic (RMB)

Diluted (RMB)

Consolidated Statement of Profit or Loss
A BmK

BE_ZT—\F+-A=t+—HILFE
bi ‘RMB")) (AARE (TARK ) FIR)

for the year ended 31 December 2018
(Expressed in Renmin

2018 2017
—E-N\F —E—+tF
Note RMB’000 RMB’000
FiEE ARETT ARETTT
(Note)
(Bft%E)
ON 4 50,977 167,632
SHE A (59,068) (175,216)
E#E 4(b) (8,091) (7,584)
HA e 5 2,851 2,673
SHE R HAX (113,071) (48,317)
TR (85,833) (113,368)
(NELIDWIN (49,300) (54,229)
B E 6 (26,504) (68,329)
KEEIR (279,948) (289,154)
BB (BRA) 7(a) 17,137 4,812)
FHERXRSRAB 2B RNTE
FEELERNEE 18 (1,085) =
HEMB AR - 141,495
BRBLATE R 7 (263,896) (152,471)
FriS 5t 8 - (47,210
FREE (263,896) (199,681)
BN AL FELG
PIN/NEIL - Ty (69,167) (66,413)
AR (194,729) (133,268)
FREE (263,896) (199,681)
BREE
EXR(ARE) 11(a) (0.038) (0.037)
#HE(ARE) 11(b) (0.043) (0.047)

Note: The Group has initially applied HKFRS 15 and HKFRS 9
at 1 January 2018. Under the transition methods chosen
comparative information is not restated. See Note 2(c).

The notes on pages 72 to 173 form part of these financial

statements.
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

reBm M EMEE R E R

for the year ended 31 Dece nbu2018 HE_T—\F+-A=t+—HIFE
(Expressed in RMB)  (MAAR¥ESITR

2018 2017
—B-N\F —E—+F
RMB’000 RMB’000
ARET ARBT T
(Note)
(B 5E)
Loss for the year FREE (263,896) (199,681)
Other comprehensive income for the year FREMEEKZ (BREE) :
(after tax):
ltems that may be reclassified subsequently HigngeEHrEE B
to profit or loss: HIER :
— Exchange differences on translation — MEMBRRE2IEE
of financial statements into B BE 5 ZE5E
presentation currency 3,511 -
Total comprehensive income for the year FRAZEKZHEHALE (260,385) (199,681)
Attributable to: PN
Equity shareholders of the Company AR AR R (65,656) (66,413)
Non-controlling interests JEIEpR RS (194,729) (133,268)
Total comprehensive income for the year FRE2EKNFILZE (260,385) (199,681)
Note: The Group has initially applied HKFRS 15 and HKFRS 9 Kzt : REBR-—ZE— \FE— B — By XEABSHERELEDE 1S
at 1 January 2018. Under the transition methods chosen, R BB SRR FON o RIBFTNENBES A ]IE%?'J
comparative information is not restated. See Note 2(c). A LB R o R EE2(c) °

The notes on pages 72 to 173 form part of these financial FT72EE173BENTAARUMBHRER 2 —HD
statements.
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Consolidated Statement of Financial Position

iR BIEINILR

ON=RURY

at 31 December 2018 R=F—\F+=A=+—H
(Expressed in RMB)  (LAAEREZIR)

2018 2017
—E-N\F —T—tF
Note RMB’000 RMB’000
Fo5E ARETR ARETIT
(Note)
(PfE)
Non-current assets FRBEE
Property, plant and equipment eI 12 9,396 8,805
Intangible assets mILAE 13 - -
Goodwill EES 14 - -
9,396 8,805
Current assets REEE
Inventories & 16 482 94
Trade and other receivables B 5 K H b e W GRIE 17 67,065 49,646
Held-for-trading investments FERXGRGEZIRE 18 3,062 -
Pledged bank deposits BRI TER - 30
Cash and cash equivalents BehIBE£EEER 19 97,420 392,994
168,029 442 764
Current liabilities REEE
Trade and other payables B 5 R E b fERTFIE 20 43,478 34,096
Convertible bonds AR ES 21 44,435 =
87,913 34,096
Net current assets RBEEFE 80,116 408,668
Total assets less current liabilities @& ERATHERS 89,512 417,473
Non-current liabilities FRBARE
Convertible bonds AT ES 21 - 85,075
NET ASSETS BEEFE 89,512 332,398
Note: The Group has initially applied HKFRS 15 and HKFRS 9 Wit : AEBR=Z— \F— A —BaXERESHEHREERFE 15
at 1 January 2018. Under the transition methods chosen, SRR BB ISR E LR FE N - BIRFTERBIE A - WEST
comparative information is not restated. See Note 2(c). AL E R o RHIFE2(0) °

The notes on pages 72 to 173 form part of these financial FT72BE 173 BMsE AR K 2 —25 °
statements.
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Consolidated Statement of Financial Position

fre IR R

at 31 December 2018 R=—Z—N\E+-_A=+—H
(Expressed in RMB)  (LAAR¥FITR)

2018 2017
—E-N\E —T—tF
Note RMB’000 RMB’000
Fo5E AR®TR ARETIT
(Note)
(B 5E)
CAPITAL AND RESERVES BARR S 24
Share capital A& 7N 117,812 117,978
Reserves HE 228,171 276,162
Total equity attributable to equity ARPQE R R REL
shareholders of the Company R 345,983 394,140
Non-controlling interests IR (256,471) (61,742)
TOTAL EQUITY S 89,512 332,398
Note: The Group has initially applied HKFRS 15 and HKFRS 9 Wit : AEBR=Z— \F— A —HEXEREETEREELFE 15
at 1 January 2018. Under the transition methods chosen, SRR BB IEREEDFEINE - BIBFTBABE A WEET

comparative information is not restated. See Note 2(c). AL E R o BHizE2(c) ©

Approved and authorised for issue by the board of RZZE-NF=A+RBHESESHEREETE -
directors on 15 March 2019.

Cheng Jerome Yuan Weitao
Cheng Jerome RES
Director (Chairman) Director
EE(1E) EE

The notes on pages 72 to 173 form part of these financial FT72BE 173 BMsE AR K 2 —25 °
statements.
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Balance at 1 January 2017

Changes in equity for 2017:

Loss and total comprehensive income

for the year

Effect on equity arising from capital injections
from non-controling equty shareholders

Into subsiciaries
Issuiance of shares
Purchase of own shares
- par value paid
- premium paid

Effect on equity arising from clsposal

0f subsicaries

Equity-settled share-based fransaction

(Note 22)

Balance at 31 December 2017 (Note)

Consolidated Statement of Ghanges in Equity

R-%-tE-A-R2kR
ZR-tE RRED:
MERERRRMAEEE

FARRERRANE
DATEHhRNTE

Bl

BAasHH

Bl

B
pEHRATS Y

itk %Ak1ﬁ§%2§%
(K22

R-E-tE1ZA=1-R
258 (W)

—H— N7 2\_
/ \ / ~ II\I:III\ %
X

for the year ended 31 December 2018 #HZE=—F—N\F+_A=+—HILFE
(Expressed in RMB)  (MAARXFIR)

Attributable to equity shareholders of the Company

KLARERRES
Non-
Share Share Capital Surplus Other  Accumulated controlling Total
capital ~ premium reserve reserve reserve losses Totll interests equity
Be  BHAE  KABE  EBRE  BMRE  EHEE At FEREE 24
RVBOOO  RMBOOO ~ RWMBOOD  RMBOO0O  RMBOOO  RMBO00O  RMBOOO  RMBOO0  RMBIOO0
ARETR  ARETR  ARETT  ARETR  ARETR  ARETR  ARETR  ARETR  ARMTR
(Note24(c)  (Note 24(e)))  (Note 24(efi) (Note 24(e))
(oae)  (oztouen)  (Hik2dem) (EE24(ei)
108200 102120 238,056 149,020 (4810 (1,3%,737) 175,007 (68,39 86,613
- - - - - 66413 06419 (133268  (199,681)
= - - = = - - 159,920 169,920
10,404 252482 - - = = 262,886 = 262,886
(639) - - - - - (639) - (639)
- (6,205) - - - - (8,209) - (8,209)
- - (26982 (149020 7703 368,299 - = =
= = 31,500 = = = 31,500 = 31,500
9,769 4217 (1948  (149020) 7103 368,299 285,546 159,920 445,466
17,978 1265547 4573 - 2893 (103485) 304140 B1742) 33239
Wizt : REER ZZE—N\F—A—BERERB MG HRELERZE 15

Note: The Group has initially applied HKFRS 15 and HKFRS 9
at 1 January 2018. Under the transition methods chosen,
comparative information is not restated. See Note 2(c).

The notes on pages 72 to 173 form part of these financial

statements.
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Consolidated Statement of Changes in Equity
A EREEE

for the year ended 31 December 2018
(Expressed in RMB)  (LAAEREEFIR)

BE-T-\ET-ASt-ALFE

Attributable to equity shareholders of the Company

68

KOERERRR(
Non-
Share Share Captal ~ Exchange Other ~ Accumulated controling Total
capital premium resene reserve resenve losses Total interests equity
BE BBEE  BABR ERGE AMRE B it HEREE fgn
RMBOOO  RMBOO0  RMB00  RMBOOO  RMBOO0  RMB00  RMBOO0  RMBOO0  RMBOO
ARRTR  ARRTR  ARRTR ARETR ARRTR ARRTR ABETR ARETR ARRTR
(Note 24(c)) ~ (Note 24(e)fl) ~ (Note 24f)i) (Note 24(e)ii) ~ (Note 24(e))
(ko) (Rstoueli)  (Wshouli)  (HiSsouei)  (BGsE2u(e)g)
Balance at 1 January 2018 H-8-NE-f-Azkk "9 1265547 42518 - 2808 (1,034851) 304140 (61,742 332,308
Changes inequit for 2018 Z8-N\EJRERD:
Loss for e year REEER - - - (69,167) ©o16n (14729 (26389%)
Other comprehiensive income (ke - 3511 - - 35 - 3511
Totel compyehensive income kG - 35 - (69,167) (565 (194729 (260388
Isuance ofverrants(ote 240 e (i) - 120 - - 120 - 1290
Purchase of own shaes Note 24 AR AR (2400
- parvalue paid -ENEH (166) - - - (166) - (166)
- premim paid -EffiE - (1,758 - - (1,758 - (1,758
Fouty-seted shre-based ensacton BRFEIRNAER 25
(Note 22) (Hx22) - 18,138 - - 18,188 - 18133
(166) (1,75 19423 - - 17499 - 17499
Balance at 31 December 2018 R-8-NEtZA=1-H
pi 4 gy 1263789 199 351 2808 (1,104019) 5,963 (256479 89,512

The notes on pages 72 to 173 form part of these financial

statements.
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Consolidated Cash Flow Statement
meEEEmRER

for the year ended 31 December 2018 #HZE=—F—N\F+_A=+—HILFE
(Expressed in RMB)  (LAAEREZIR)

2018 2017
—E-N\F Tt
Note RMB’000 RMB’000
B = ARMT T ARETIT
(Note)
(B 5E)
Operating activities KEEE
Loss before taxation BR% B EsIE (263,896) (152,471)
Adjustments for: AT SIEEL A
Depreciation and amortisation e R 7(c) 3,445 16,987
Impairment losses BIEETE 6 26,504 68,329
Write-down of inventories FEHOR 16(b) - 8,989
Finance (income)/costs & (A, R 7(a) (17,137) 4,812
Loss arising from changes in fair value  #{EX 3 AR E A FE
on held-for-trading investments BEELSRER 18 1,085 -
Interest income FLBUA 8 (2,714) (4,011)
Net loss on disposal of property, HEYE - BE KB
plant and equipment 518558 5 9 2,563
Gain on disposal of subsidiaries HEMBARKE - (141,495)
Equity-settled share-based payment EREE LA GD A
expenses B RFX 7(0) 18,133 31,500
Changes in working capital: EEESE
Increase in inventories TFEHM (388) (951)
Increase in trade and other receivables & 5 [z Efth e L FR I8 1 4 (20,254) (7,773)
Increase in trade and other payables Z 5 K b S FRIEIE AN 9,382 22,806
Cash used in operations REFARS (245,831) (150,719)
Income tax paid BT - -
Net cash used in operating activities K& EEFIAR ST (245,831) (150,715)
Note: The Group has initially applied HKFRS 15 and HKFRS 9 Wit : AEBR=Z— \F— A —BHaXERESTKEREERFE 15
at 1 January 2018. Under the transition methods chosen, SRR BB ISR E LR FE N - BIBFTERBIE A - WEST
comparative information is not restated. See Note 2(c). ALLEE R o BMIEE2(C) °

The notes on pages 72 to 173 form part of these financial FT72BE173 BT ARMISHRRZ —87 °

statements.
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Consolidated Cash Flow Statement
,m Iﬁuimbiﬁ

for the year ended 31 December 2018 HZ=—Z—N\GF+-_A=+—HILFE
(Expressed in RMB) (A AR¥FIR)

2018 2017
—E-N\F —T—tF
RMB’000 RMB’000
ARMT T ARETIT
(Note)
(FI=E)
Investing activities RETE
Payments for purchase of property, BEYE BB NERE
plant and equipment g (4,049) (9,067)
Proceeds from disposal of property, HEYE - Jﬂ%&%ﬁﬁﬁ’\]
plant and equipment Fr{s 513 4 1,426
Proceeds from disposal of subsidiaries, Hj’i[ﬁ% TE’Jﬁﬁ?:E'r?K
net of cash disposal of R EERRE - (401)
Payments for held-for-trading investments FHER 5 A& 25K (4,147) =
Loans to third parties BERTE=F (17,554) (49,609)
Collection of loan from a third party BE = F W EFERK - 15,224
Decrease in pledged bank deposits BERAIRI T TR /DEQ 30 =
Interest received 2 HERF S 58 4,011
Net cash used in investing activities RETEFTARSTE (25,658) (38,412)
Note: The Group has initially applied HKFRS 15 and HKFRS 9 Wizt : AEER =T —N\F—A—BERERTEBMEREERE 15
at 1 January 2018. Under the transition methods chosen, & ﬁﬁ%%ﬁiﬁﬁ'ﬁ%&?f RIEFTERBEE A - WES
comparative information is not restated. See Note 2(c). AL EE R o RMEE2(0) °

The notes on pages 72 to 173 form part of these financial F72 82173 B AR B HRE 2 —HD
statements.
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Financing activities

Proceeds of new bank and

other loans

Repayment of bank and other loans

Proceeds from the issuance of shares,
net of transaction costs

Capital injections from non-controlling

equity shareholders

Purchase of own shares

Proceeds from the issuance of warrants,
net of transaction costs

Payments for the redemptions
of convertible bonds

Repayment of secured notes

Finance costs paid

Net cash (used in)/generated from
financing activities

Net (decrease)/increase in cash and

cash equivalents

Cash and cash equivalents

at 1 January

Effect of foreign exchange

rate changes

Cash and cash equivalents

at 31 December

BMEES
FABIRTT K HoAh & R
ZFr{S5KIA
BIRIRTT R EAER
BITRAD PT1SFUA -
HIRR X SR
IR ERIREE

BABSBD
BAITRBHREE S
(FIBR X SR AN)

f& O AT BB 7 (3R

EEEEHRE
ERBERA

BMEEH (TR BE

REFE

RERREEEAAR
(R4 /18 nF

R—A—BZHER
RE%EEA
EREE R

Rt-ZA=t—HZzHRER

RE&%EER

Note: The Group has initially applied HKFRS 15 and HKFRS 9
at 1 January 2018. Under the transition methods chosen,
comparative information is not restated. See Note 2(c).

The notes on pages 72 to 173 form part of these financial

statements.

for the year ended 31 December 2018

18

O O

Consolidated Cash Flow Statement

e MER

BE_ZT—\F+-A=t+—HILFE

(Expressed in RMB)  (MAARXFIR)

2018 2017

—E-N\F —T—tF

Note RMB’000 RMB’000
B = AR®TR ARBT T
(Note)

(Bft%E)

19(0) - 60,429
19(0) - (54,505)
- 506,670

- 159,920
24(c)(ii) (1,924) (8,840)
24(d) 1,290 -
21 (21,994) -
) - (187,747)
) (7,480) (13,866)

(30,108) 512,061

(301,597) 322,934

19(a) 392,994 90,002
6,023 (19,942)

19(a) 97,420 392,994

Mz : ARER - N\F—A—BERERBBUBRELNFE 15

SRR BBV SRS ERFE N - IRIRFTERMBE A - WS
ATLERE R o RHTEE2()

FET2BE1T3 BT AARNBHRE 2 —H5H °

SERSBEEERAT

T \FEERE
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Notes to the Financial Statements
e Ead s

(Expressed in RMB unless otherwise indicated) (BrSA AN © AARMETIR)

72

CORPORATE INFORMATION

Fortunet e-Commerce Group Limited (the
“Company”) was incorporated in the Cayman Islands
on 21 May 2008 as an exempted company with
limited liability under the Companies Law, Chapter 22
(Law 3 of 1961, as consolidated and revised) of the
Cayman Islands. The shares of the Company were
listed on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) on 24 September 2010. The
consolidated financial statements of the Company
for the year ended 31 December 2018 comprise the
Company and its subsidiaries (collectively referred to
as the “Group”).

Upon the cessation of the e-commerce business
during the current year, 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.

SIGNIFICANT ACCOUNTING POLICIES

(@) Statement of compliance

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

Fortunet e-Commerce Group Limited Annual Report 2018
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2  SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(a)

(b)

Statement of compliance (continued)

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

Basis of preparation of the financial
statements

The consolidated financial statements for the
year ended 31 December 2018 comprise the
Group.

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

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

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

(Expressed in RMB unless otherwise indicated)

2 EBX

(a)

(b)

Notes to the Financial Statements
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Notes to the Financial Statements

BT ¥R IR

(Expressed in RMB unless otherwise indicated) (BrSA AN © AARMETIR)

2

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(b)

(c)

Basis of preparation of the financial
statements (continued)

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

For the year ended 31 December 2018,
the Group had incurred net loss of
RMB263,896,000 and net cash used in
operating activities of RMB245,831,000.
Notwithstanding of the above, based on
a cash flow forecast of the Group for the
twelve months ending 31 December 2019
prepared by the management, the directors
of the Company are of the opinion that the
Group would have adequate funds to meet
its liabilities as and when they fall due at least
twelve months from the end of the reporting
period. Accordingly, the directors of the
Company consider it is appropriate to prepare
the consolidated financial statements on a
going concern basis.

Changes in accounting policies

The HKICPA has issued 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:

(i) HKFRS 9, Financial instruments

(i)  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.

Fortunet e-Commerce Group Limited Annual Report 2018
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2

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(c)

Changes in accounting policies
(continued)

@i

HKFRS 9, Financial instruments,
including the amendments to HKFRS
9, Prepayment features with negative
compensation

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. The adoption
of HKFRS 9 does not have a significant
impact on the opening balance of
equity at 1 January 2018. 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:

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

BT ¥R IR

(Expressed in RMB unless otherwise indicated)

(BRREFAIN  AAREE

2  SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(c)

Changes in accounting policies

(continued)

@i

HKFRS 9, Financial instruments,
including the amendments to HKFRS
9, Prepayment features with negative
compensation (continued)

a.

Classification of financial assets and
financial liabilities

HKFRS 9 categorises 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. 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 the same as those
under HKAS 39 at 1 January 2018.

For an explanation of how the
Group classifies and measures
financial assets and recognises
related gains and losses under
HKFRS 9, see respective
accounting policy notes in Notes
2(f), 2(9), 2(K)(i), 2(m), 2(n) and 2(r).
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2

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(c)

Changes in accounting policies
(continued)

@i

HKFRS 9, Financial instruments,
including the amendments to HKFRS
9, Prepayment features with negative
compensation (continued)

a.

Classification of financial assets and
financial liabilities (continued)

The measurement categories for
all financial assets and 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.

Credit losses

HKFRS 9 replaces the “incurred
loss” model in HKAS 39 with the
“expected credit loss” (“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).

For further details on the Group’s
accounting policy for accounting for
credit losses, see Note 2(K(i).
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BT ¥R IR

(Expressed in RMB unless otherwise indicated) (BRBAEHBAIN + AARKET!
2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
(c) Changes in accounting policies

(continued)

(i) HKFRS 9, Financial instruments,

including the amendments to HKFRS
9, Prepayment features with negative

compensation (continued)

b.

Credit losses (continued)

The adoption of HKFRS 9 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 accordingly, no additional
ECLs has been recognised by the
Group at 1 January 2018.

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 as at 1
January 2018. Accordingly,
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
asset 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).
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2

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(c)

Changes in accounting policies
(continued)

@i

(i)

HKFRS 9, Financial instruments,
including the amendments to HKFRS
9, Prepayment features with negative
compensation (continued)

c.  Transition (continued)

— 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.

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.

HKFRS 15 also introduces additional
qualitative and quantitative disclosure
requirements which aim to enable users
of the financial statements to understand
the nature, amount, timing and
uncertainty of revenue and cash flows
arising from contracts with customers.

The Group has elected to use the
cumulative effect transition method and
there is no impact to the opening balance
of equity at 1 January 2018 on the initial
application of HKFRS 15. 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.

(Expressed in RMB unless otherwise indicated)

2

EX

(c)

Notes to the Financial Statements

BT #RAR IR

(BRAEEFHAN  AAREFIR)

SETBER ()
BERTERENEE (F)
() BBRUBRESEUEN 2HTA &

FREBUMBHREENEIRNBITAR &
1R 151 R B #1E ()

c. BEGE)

- REBEXRERBH - HFEB
V)6 7 R 1& ) i 5 B =L =
CRRERNE SR TLERN
PR TR - Rl sd ek & @t
TEAEREAFERNEHRESR
B8 -

(i) BEMBREERFASE  FEFSHK
A

FREMBREERF15RET — [ERER
EEAHNWRARBORA ZGEEIER
RV B HREERESHMAE LS
ERIFE185E - WA - ERREBHEE
mRIRERBELEZWRA - AREES
AHERIE 115 - ZHAAF - EFHEAR
EERCERTERE -

BB B ELERIE 155 IF 5| AFEIMY
EUEREERBEER  FEEDHBER
REAETREPANKRENRRESRE
MHEE - 28 - KELTEEE o

AEBBEEFRAIAFEREELAER
X FER BB YRS ERE 155
BB N\FE—A—HIEFE - %Lt
BRI RGBS HERETSSER
B8R T AR - ER BT REER
FBASIRAFASHENR  AEEEHR-Z
—\F—A—HZAHATHKNA LR
FRFAEE o

SERSBEEERAT

T \FEERE

79



80
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BT ¥R IR

(Expressed in RMB unless otherwise indicated)

2  SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(BR= BRI - LA

(c)

Changes in accounting policies

(continued)

(i)

HKFRS 15, Revenue from contracts
with customers (continued)

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

a.

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:

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;
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2

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(c)

Changes in accounting policies
(continued)

(i)

HKFRS 15, Revenue from contracts
with customers (continued)

a.

Timing of revenue recognition
(continued)

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 and
rendering of services (see Notes

2(v)(i) and 2(v)(ii)).
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BT ¥R IR

(Expressed in RMB unless otherwise indicated) (BrSA AN © AARMETIR)

2

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(c)

(d)

Changes in accounting policies
(continued)

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

b. 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 (see Note 2(v)) 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
accordingly, no adjustment has
been made in this regard.

Subsidiaries and non-controlling interests

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

(d)

Subsidiaries and non-controlling interests
(continued)

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

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

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

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

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

BT ¥R IR

(Expressed in RMB unless otherwise indicated)

2

(BR=EFAIN - AAREFITR)

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(d)

()

Subsidiaries and non-controlling interests
(continued)

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

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

Goodwill
Goodwill represents the excess of:

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

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

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

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

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

(f)

Other investments in equity securities

The Group’s policies for investments in
equity securities, other than investments in
subsidiaries, associates and joint ventures, are
set out below.

Investments in equity securities are recognised/
derecognised on the date the Group
commits to purchase/sell the investment. The
investments are initially stated at fair value plus
directly attributable transaction costs, except
for those investments measured at FVPL for
which transaction costs are recognised directly
in profit or loss. For an explanation of how
the Group determines fair value of financial
instruments, see Note 25(e). These investments
are subsequently accounted for as follows.

(A) Policy applicable from 1 January

2018

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, are recognised in profit
or loss in accordance with the policy set
out in Note 2(v)(iv).

(Expressed in RMB unless otherwise indicated)
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BT ¥R IR

(Expressed in RMB unless otherwise indicated)

2

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(f)

(9)

(h)

Other investments in equity securities
(continued)

(B) Policy applicable prior to 1 January

2018

Investments in securities held for trading
were classified as financial assets
measured at FVPL. Any attributable
transaction costs were recognised in
profit or loss as incurred. At the end of
each reporting period the fair value was
remeasured, with any resultant gain or
loss being recognised in profit or loss.

Investments which were not held for
trading or held-to-maturity were classified
as available-for-sale financial assets. At
the end of each reporting period the fair
value was remeasured, with any resultant
gain or loss being recognised in other
comprehensive income and accumulated
separately in equity in the fair value
reserve (recycling). Dividend income from
equity investments were recognised
in profit or loss in accordance with the
policy set out in Note 2(v)(iv). When
the investments were derecognised or
impaired, the cumulative gain or loss
recognised in equity was reclassified to
profit or loss.

Derivative financial instruments

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

Property, plant and equipment

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

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

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(h)

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

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

Estimated useful lives

Plant and buildings
and leasehold

improvements 3-20 years
Machinery and equipment 5-10 years
Motor vehicles and

other equipment 3-5 years

Where parts of an item of property, plant and
equipment have different useful lives, the cost
of the item is allocated on a reasonable basis
between the parts and each part is depreciated
separately. Both the estimated useful life of an
asset and its residual value, if any, are reviewed
annually.

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

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

(Expressed in RMB unless otherwise indicated)
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2

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(i)

)]

Intangible assets (other than goodwill)
(continued)

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

Domain name
Exclusive income right

5 years
3 years

Both the period and method of amortisation are
reviewed annually.

Leased assets

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

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

)]

(k)

Leased assets (continued)

(i)

Operating lease charges

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

Credit losses and impairment of assets

(i)

Credit losses from financial
instruments

(A) Policy applicable from 1 January
2018

The Group recognises a loss
allowance for ECLs on 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 the ECL assessment.

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).

(Expressed in RMB unless otherwise indicated)
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BTSRRI RE

(Expressed in RMB unless otherwise indicated)

2

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(k)

Credit losses and impairment of assets
(continued)

@i

Credit losses from financial
instruments (continued)

A)

Policy applicable from 1 January
2018 (continued)

Measurement of ECLs (continued)

The expected cash shortfalls of
trade and other receivables and
contract assets are discounted
using the effective interest rate
determined at initial recognition on
an approximation thereof where the
effect of discounting is material.

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.
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2

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(k)

Credit losses and impairment of assets
(continued)

@i

Credit losses from financial
instruments (continued)

A)

Policy applicable from 1 January
2018 (continued)

Measurement of ECLs (continued)

Loss allowances for trade and other
receivables and contract assets
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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Notes to the Financial Statements

BTSRRI RE

(Expressed in RMB unless otherwise indicated)

2

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(k)

Credit losses and impairment of assets
(continued)

(i) Credit losses from financial
instruments (continued)

A)

Policy applicable from 1 January
2018 (continued)

Significant increases in credlit risk

In assessing whether the credit
risk of a financial instrument has
increased significantly since initial
recognition, the Group compares
the risk of default occurring on the
financial instrument assessed at the
reporting date with that assessed
at the date of initial recognition.
In making this reassessment, the
Group considers that a default
event occurs when the borrower is
unlikely to pay its credit obligations
to the Group in full, 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 is taken into account
when assessing whether credit risk
has increased significantly since
initial recognition:

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

- an actual or expected
significant deterioration in a
financial instrument’s external
or internal credit rating (if
available);
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2

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(k)

Credit losses and impairment of assets
(continued)

(i)

Credit losses from financial
instruments (continued)

A)

Policy applicable from 1 January
2018 (continued)

Significant increases in credit risk
(continued)

- an actual or expected
significant deterioration in
the operating results of the
debtor; and

- 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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BTSRRI RE

(Expressed in RMB unless otherwise indicated)

2

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(k)

Credit losses and impairment of assets
(continued)

(i) Credit losses from financial
instruments (continued)

A)

Policy applicable from 1 January
2018 (continued)

Basis of calculation of interest
income

Interest income recognised in
accordance with Note 2(v)(iii) 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; or

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

Fortunet e-Commerce Group Limited Annual Report 2018

(B BB - AARKEFITR)

EX

(k)

SETBER ()

FEBRREERE (K)

() SWMIESEEEE)

A

BT N\F—-A-BEERNK
=R (&)

FEBA BT HRE

FBHARBHIFE 2(v) (i) R E
ENBERRENE  RIFEMEE
HBREERE - EHBERT - FE
WAIR & B & 2 R # SR (B 48
AREEREERE)FTE -

RERSEH  AKEFGEERE
ERBHBAEERE - EHLE—A
SZEHECRMEEGTAARREDR
ERTHNZENEMHE  2REE
K HIRERRE

SHEEEERENEROENT
TRREY

-  ERARBREAMBEE

- ERAH WMEARERX
ARE

- BRATESERESET
HAMHEME « 3

- W BEIEERRRHNR
BEREHHEBAEKTH

=271
TR o



2  SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(k) Credit losses and impairment of assets
(continued)

(i) Credit losses from financial
instruments (continued)

A)

Policy applicable from 1 January
2018 (continued)

Write-off policy

The gross carrying amount of a
financial 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 debtor 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
oceurs.

Policy applicable prior to 1 January
2018

Prior to 1 January 2018, an
“incurred loss” model was used
to measure impairment losses
on financial assets not classified
as at FVPL (eg. trade and other
receivables). Under the “incurred
loss” model, an impairment
loss was recognised only when
there was objective evidence of
impairment. Objective evidence of
impairment included:

= significant financial difficulties
of the debtor;

- a breach of contract, such
as a default or delinquency
in interest or principal
payments;
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Notes to the Financial Statements

BTSRRI RE

(Expressed in RMB unless otherwise indicated)

2

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(k)

Credit losses and impairment of assets
(continued)

(i)

Credit losses from financial
instruments (continued)

B)

Policy applicable prior to 1 January
2018 (continued)

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

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

If any such evidence existed, the
impairment loss for trade and other
receivables and other financial
assets carried at amortised cost
was measured as the difference
between the asset’s carrying
amount and the present value
of estimated future cash flows,
discounted at the financial asset’s
original effective interest rate,
where the effect of discounting
was material. This assessment
was made collectively where
these financial assets shared
similar risk characteristics, such as
similar past due status, and had
not been individually assessed
as impaired. Future cash flows
for financial assets which were
assessed for impairment collectively
were based on historical loss
experience for assets with credit
risk characteristics similar to the
collective group.
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2

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(k)

Credit losses and impairment of assets
(continued)

(i)

Credit losses from financial
instruments (continued)

B)

Policy applicable prior to 1 January
2018 (continued)

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

When the recovery of trade and
other receivables and other financial
assets carried at amortised cost
was considered doubtful but not
remote, associated impairment
losses were recorded using
an allowance account. When
the Group was satisfied that
recovery was remote, the amount
considered irrecoverable was
written off against the gross
carrying amount of those assets
directly. Subsequent recoveries of
amounts previously charged to the
allowance account were reversed
against the allowance account.
Other changes in the allowance
account and subsequent recoveries
of amounts previously written off
directly were recognised in profit or
loss.
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BTSRRI RE

(Expressed in RMB unless otherwise indicated) (BrSA AN © AARMETIR)

2  SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(k) Credit losses and impairment of assets
(continued)

(i)

Impairment of other assets

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

- property, plant and equipment;
- intangible assets;
- goodwill; and

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

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

- Calculation of recoverable amount

The recoverable amount of an
asset is the greater of its fair value
less costs of disposal and value
in use. In assessing value in use,
the estimated future cash flows
are discounted to their present
value using a pre-tax discount
rate that reflects current market
assessments of the time value of
money and the risks specific to
the asset. Where an asset does
not generate cash inflows largely
independent of those from other
assets, the recoverable amount is
determined for the smallest group
of assets that generates cash
inflows independently (i.e. a cash-
generating unit).
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2

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(k)

Credit losses and impairment of assets
(continued)

(i)

Impairment of other assets
(continued)

Recognition of impairment losses

An impairment loss is recognised in
profit or loss if the carrying amount
of an asset, or the cash-generating
unit to which it belongs, exceeds
its recoverable amount. Impairment
losses recognised in respect of
cash-generating units are allocated
first to reduce the carrying amount
of any goodwill allocated to the
cash-generating unit (or group
of units) and then, to reduce the
carrying amount of the other assets
in the unit (or group of units) on
a pro rata basis, except that the
carrying value of an asset will not
be reduced below its individual
fair value less costs of disposal
(if measurable) or value in use (if
determinable).

Reversals of impairment losses

In respect of assets other than
goodwill, an impairment loss
is reversed if there has been a
favourable change in the estimates
used to determine the recoverable
amount. An impairment loss in
respect of goodwill is not reversed.

A reversal of an impairment loss
is limited to the asset’s carrying
amount that would have been
determined had no impairment loss
been recognised in prior years.
Reversals of impairment losses
are credited to profit or loss in the
year in which the reversals are
recognised.
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BTSRRI RE

(Expressed in RMB unless otherwise indicated)

2

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(k)

U]

Credit losses and impairment of assets
(continued)

(iii) Interim financial reporting and

impairment

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

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

Inventories
Inventories are assets which are held for sale in
the ordinary course of business.

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

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

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

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

(m) Contract assets and contract liabilities

(n)

A contract asset is recognised when the Group
recognises revenue (see Note 2(v)) before being
unconditionally entitled to the consideration
under the payment terms set out in the
contract. Contract assets are assessed for ECL
in accordance with the policy set out in Note
2(k)(i) and are reclassified to receivables when
the right to the consideration has become
unconditional (see Note 2(n)).

A contract liability is recognised when the
customer pays consideration before the
Group recognises the related revenue (see
Note 2(v)). A contract liability would also be
recognised if the Group has an unconditional
right to receive consideration before the Group
recognises the related revenue. In such cases,
a corresponding receivable would also be
recognised (see Note 2(n)).

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.

Trade and other receivables

A receivable is recognised when the Group has
an unconditional right to receive consideration.
A right to receive consideration is unconditional
if only the passage of time is required before
payment of that consideration is due. If revenue
has been recognised before the Group has an
unconditional right to receive consideration, the
amount is presented as a contract asset (see
Note 2(m)).

Receivables are stated at amortised cost using
the effective interest method less allowance for
credit losses (see Note 2(k)(i)).
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BTSRRI RE

(Expressed in RMB unless otherwise indicated)
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(o)

(p)

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

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

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

If the bonds are converted, the shares issued
are measured at fair value and any differences
between the fair value of shares issued and
the carrying amounts of the derivative and
host liability components are recognised in
profit or loss. If the bonds are redeemed, any
differences between the amounts paid and
the carrying amounts of both components are
recognised in profit or loss.

Interest-bearing borrowings

Interest-bearing borrowings are measured
initially at fair value less transaction costs.
Subsequent to initial recognition, interest-
bearing borrowings are stated at amortised
cost using the effective interest method.
Interest expense is recognised in accordance
with the Group’s accounting policy for
borrowing costs (see Note 2(x)).
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(q)

(r)

(s)

Trade and other payables

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

Cash and cash equivalents

Cash and cash equivalents comprise cash
at bank and on hand, demand deposits with
banks and other financial institutions, and
short-term, highly liquid investments that are
readily convertible into known amounts of cash
and which are subject to an insignificant risk of
changes in value. Cash and cash equivalents
are assessed for ECL in accordance with the
policy set out in Note 2(k(i).

Employee benefits

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

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

(Expressed in RMB unless otherwise indicated)

2

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(s)

Employee benefits (continued)

(i)

Share-based payments

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

During the vesting period, the number
of share options that is expected to vest
is reviewed. Any resulting adjustment
to the cumulative fair value recognised
in prior years is charged/credited to the
profit or loss for the year of the review,
unless the original employee expenses
qualify for recognition as an asset, with a
corresponding adjustment to the capital
reserve. On vesting date, the amount
recognised as an expense is adjusted
to reflect the actual number of the share
options that vest (with a corresponding
adjustment to the capital reserve) except
where forfeiture is only due to not
achieving vesting conditions that relate
to the market price of the Company’s
shares. The equity amount is recognised
in the capital reserve until either the share
option is exercised (when it is included in
the amount recognised in share capital
for the shares issued) or the share option
expires (when it is released directly to
retained profits).
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2

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(s)

(t)

Employee benefits (continued)

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

Income tax

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

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

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

(Expressed in RMB unless otherwise indicated)

2

(BR=EFAIN - AAREFITR)

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(t)

Income tax (continued)

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

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

The amount of deferred tax recognised is
measured based on the expected manner of
realisation or settlement of the carrying amount
of the assets and liabilities, using tax rates
enacted or substantively enacted at the end of
the reporting period. Deferred tax assets and
liabilities are not discounted.
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2

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(t)

Income tax (continued)

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

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

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

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

- the same taxable entity; or

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

(Expressed in RMB unless otherwise indicated)

2

(BR=EFAIN - AAREFIR)

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(u)

v)

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

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

Revenue and other income

Income is classified by the Group as revenue
when it arises from the sale of goods or the
provision of services in the ordinary course of
the Group’s business.

Revenue is recognised when control over
a product or service is transferred to the
customer at the amount of promised
consideration to which the Group is expected
to be entitled, excluding those amounts
collected on behalf of third parties. Revenue
excludes value added tax or other sales taxes
and is after deduction of any trade discounts.

Further details of the Group’s revenue and
other income recognition policies are as
follows:
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2

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

v)

Revenue and other income (continued)

(i)

(ii)

(iii)

(iv)

Sale of goods

Revenue is recognised when the
customer takes possession of and
accepts the products. If the products
are a partial fulfilment of a contract
covering other goods and/or services,
then the amount of revenue recognised
is an appropriate proportion of the total
transaction price under the contract,
allocated between all the goods and
services promised under the contract on
a relative stand-alone selling price basis.

In the comparative period, revenue from
sales of goods was recognised when the
goods were delivered to the customers’
premises, which was taken to be the
point in time when the customer had
accepted the goods and the related risks
and rewards of ownership. The change
in accounting policy for sales of goods
has no impact to opening balances at 1
January 2018 (see Note 2(c)(ii)).

Service income
Service income from the rendering of
services is recognised when the services
are rendered, and was recognised on a
similar basis in the comparative period
under HKAS 18.

Interest income

Interest income is recognised as it
accrues using the effective interest
method. For financial assets measured
at amortised cost that are not credit-
impaired, the effective interest rate is
applied to the gross carrying amount of
the asset. For credit-impaired financial
assets, the effective interest rate is
applied to the amortised cost (i.e. gross
carrying amount net of loss allowance) of
the asset (see Note 2(k(i)).

Dividends

Dividend income from equity investments
is recognised when the shareholder’s
right to receive payment is established.
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(Expressed in RMB unless otherwise indicated) (BrSA AN © AARMETIR)

2

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

v)

Revenue and other income (continued)

(v) Government grants

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

(w) Translation of foreign currencies

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

Non-monetary assets and liabilities that are
measured in terms of historical cost in a foreign
currency are translated into the functional
currency of the entity to which they relate
using the foreign exchange rates ruling at the
transaction dates. The transaction date is the
date on which the entity initially recognises
such non-monetary assets or liabilities.
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2

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(w) Translation of foreign currencies

(x)

v)

(continued)

The results of operations which have a
functional currency other than RMB, the
Group’s presentation currency, are translated
into RMB at the exchange rates approximating
the foreign exchange rates at the dates
of the transactions. Statement of financial
position items are translated into RMB at the
closing foreign exchange rates ruling at the
end of the reporting period. The resulting
exchange differences are recognised in other
comprehensive income and accumulated
separately in equity in the exchange reserve.

Borrowing costs

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

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

Related parties

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

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

(i)  has significant influence over the
Group; or

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

(Expressed in RMB unless otherwise indicated)

2

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

v)

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

)

U)

(i)

(i)

(iv)

(viil

The entity and the Group are
members of the same group.

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

Both entities are joint ventures of
the same third party.

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

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

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

(@).

A person identified in (a)(i) has
significant influence over the
entity or is a member of the key
management personnel of the
entity (or of a parent of the entity).

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

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

entity.
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2  SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

@

Segment reporting

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

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

3 ACCOUNTING JUDGEMENT AND
ESTIMATES

(@)

Key sources of estimation uncertainty
Notes 14, 22 and 25 contain information about
the assumptions and their risk factors relating
to goodwill impairment, fair value of share
options granted and financial instruments.
Other key sources of estimation uncertainly are
as follows:

(Expressed in RMB unless otherwise indicated)
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BTSRRI RE

(Expressed in RMB unless otherwise indicated)

3

ACCOUNTING JUDGEMENT AND
ESTIMATES (CONTINUED)

(a)

Key sources of estimation uncertainty
(continued)

(i)

Impairment of tangible and intangible
assets

If circumstances indicate that the carrying
amount of a tangible or an intangible
asset may not be recoverable, the asset
may be considered “impaired”, and an
impairment loss may be recognised.
The carrying amounts of tangible and
intangible assets are reviewed periodically
or when indications are identified in
order to assess whether the recoverable
amounts have declined below the
carrying amounts. When such a decline
has occurred, the carrying amount is
reduced to the recoverable amount.
The recoverable amount is the greater
of the fair value less costs of disposal
and value in use. In determining the
value in use, expected future cash flows
generated by the asset are discounted
to their present value, which requires
significant judgement relating to the level
of revenue and amount of operating
costs. The Group uses all readily available
information in determining an amount
that is a reasonable approximation of the
recoverable amount, including estimates
based on reasonable and supportable
assumptions and projections of the level
of revenue and amount of operating
costs. Changes in these estimates
could have a significant impact on the
recoverable amount of the asset and
could result in additional impairment
charge or reversal of impairment in future
periods.
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3

ACCOUNTING JUDGEMENT AND
ESTIMATES (CONTINUED)

(a)

Key sources of estimation uncertainty
(continued)

(i)

(iii)

Impairment of receivables

The management maintains an loss
allowance for receivables for estimated
losses resulting from the inability of the
debtors to make the required payments.
The management bases the estimates
on the historical credit loss experience,
adjusted for factors that are specific to
the debtors and assessments of both
current and forecast general economic
conditions. If the financial condition of
the debtors were to deteriorate, and/
or the existing/forecast changes have a
negative impact on the general economic
conditions, credit losses would be higher
than estimated.

Deferred taxation

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

(Expressed in RMB unless otherwise indicated)
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BTSRRI RE

(Expressed in RMB unless otherwise indicated)

(B BB - AARKEFITR)

4 REVENUE AND SEGMENT REPORTING 4 WAR D IHE
(@) Revenue (@ WA
Upon disposal of the manufacture and sale of R-E—+FHERENIHEBRRBEBLERNA
axles business in 2017 and the cessation of FERIETREEKRE  AEEXZEZTFHA
the e-commerce business during the current REMECEETRSTR ' UiBEF B H i
year, the principal activities of the Group N RIS ET B FTE SRE B AR BB B R
are the development and operation of an EARRER A BN Em - 55 - IRIE&RE
electronic trading platform to facilitate awards MWEERXSHER EEASEEE B EBHE
earned by customers of loyalty programmes — BB ERHE4(0b) ©
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.
Further details regarding the Group’s principal
activities are disclosed in Note 4(b).
() Disaggregation of revenue (i) WAZS
Disaggregation of revenue from contracts RXrZEmdRBENE S TNEFEH
with customers by major products or WAL :
service lines is as follows:
2018 2017
—E-N\F —T—tF
RMB’000 RMB’000
AR%T T ARBT T
(Note)
(FF=E)
Revenue from contracts with ERMEREELE 155
customers within the scope HEANEFSHBA
of HKFRS 15
Disaggregated by major products ¥+ BE MRS
or service lines: BB S -
— Revenue from facilitation of — BB EET A RE
digital point business through HTRED EBFHA
operation of an electronic
platform 50,321 941
— Revenue from trading of goods —BRLEETDHFES
through operation of an TSRO ON
electronic distribution platform 656 134,040
— Sales of axles and related —SHE R R ABRE R
components - 32,651
50,977 167,632

Note: The Group has initially applied HKFRS 15
using the cumulative effect method. Under
this method, the comparative information
is not restated and was prepared in
accordance with HKAS 18 (see Note 2(c)
(ii)).
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4 REVENUE AND SEGMENT REPORTING
(CONTINUED)

(a)

(b)

Revenue (continued)

(i) Disaggregation of revenue
(continued)
Disaggregation of revenue from contracts
with customers by the timing of revenue
recognition is disclosed in Note 4(b).

The Group’s customer base is diversified.
There was no customer with whom
transactions exceeded 10% of the
Group’s revenue for the year ended 31
December 2018 (2017: three customers
of RMB153,512,000). Details of
concentrations of credit risk arising from
the Group’s debtors are set out in Note
25(a).

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 year, the Group
focuses 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 operating segments:

° 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.

(Expressed in RMB unless otherwise indicated)
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BTSRRI RE

(Expressed in RMB unless otherwise indicated) (BrSA AN © AARMETIR)

4 REVENUE AND SEGMENT REPORTING
(CONTINUED)

(b) Segment reporting (continued)

° 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 year ended 31 December
2018.

° Axle business: this segment
manufactures and sells axles and related
components to truck manufacturers and
after-sales services market. The segment
has been disposed of during the year
ended 31 December 2017.

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

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

Revenue and expenses are allocated
to the reportable segments with
reference to revenue generated by
those segments and expenses incurred
by those segments. No inter-segment
sales have occurred for the years ended
31 December 2018 and 2017. The
Group’s other operating expenses, such
as selling and distribution expenses,
administrative expenses, research and
development costs, impairment losses,
finance (income)/costs, loss arising from
changes in fair value on held-for-trading
investments, loss arising from changes in
fair value on financial liabilities recognised
upon the approval for issuing of warrants
and gain on disposal of subsidiaries, are
not measured under individual segments.
The measure used for reporting segment
result is gross profit/(loss).

In view of the shift of focus to the digital
point business, the most senior executive
management consider that the Group’s
assets and liabilities are not required to
e monitored under this segment.
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(Expressed in RMB unless otherwise indicated)

REVENUE AND SEGMENT REPORTING 4
(CONTINUED)

(b)

Segment reporting (continued)

(i)

Segment results, assets and

liabilities (continued)

Information regarding the Group’s
reportable segments as provided to
the Group’s most senior executive
management for the purposes of
resource allocation and assessment
of segment performance for the years
ended 31 December 2018 and 2017 is
set out below.

Disaggregated by timing of RIWARRRREES
revenue recognition

Point in time R R

Over time BEE R

Revenue from external customers REMIZEFEHKRAR

and reportable segment revenue  TRE S BUA
Reportable segment gross ARED
(loss)/profit (E8)/E7
Revenue recognised at point in RENBEFEEE
time from external customers and ﬁFﬂ%ﬁF&%E’JH&)\&
reportable segment revenue CE R ON
Reportable segment gross loss THREDBES

Note: The Group has initially applied HKFRS 15
using cumulative effect method. Under this
method, the comparative information is not
restated and was prepared in accordance
with HKAS 18 (see Note 2(c)(ii)).
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WA R DB E (&)

(b) 2&EpwE ()
() 2WEE BEREE )

REZE_ZE—N\EER=_F—+F+=A
=T—HIEFE  oEERRNED
BRBAAAEBSZSRITREEASR
B f 7N & B Al S o 2B A9 & R #5140
—F o
2018
—E-N\E
Digital point E-commerce
business business Total
BFRANE  BIBEER @it
RMB’000 RMB’000 RMB’000
ARMTR  ARETR  ARMTR
45,542 656 46,198
4,779 - 4,779
50,321 656 50,977
(8,278) 187 (8,091)
2017
I o2
Digital point  E-commerce
business business  Axle business Total
UTENEE ETEEEH BEEH &
RMB'000 RMB'000 RMB'000 RMB'000
AREFT  ARETT  AREFT AREBTR
(Note) (Note) (Note) (Note)
() () (&) (PitsE)
941 134,040 32,651 167,632
(238) (2,404) (4,942) (7,584)
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BTSRRI RE

(Expressed in RMB unless otherwise indicated) (F&5

FEAIN - AAREESI

4 REVENUE AND SEGMENT REPORTING 4 WARDEHmE ()
(CONTINUED)
(b) Segment reporting (continued) (b) ZWFHE(E)
(i) Geographic information (i) HFHER
All of the revenue of the Group for the REEBRBE-_ZE—N\ER-_ZT—+F
years ended 31 December 2018 and TZA=T—RHRIEEFENRMBRAGR
2017 were generated from sales and mMAPEAREME((FRE])BFHEHER
services to customers in the People’s RIGERE - REBEMAFERDEEER
Republic of China (the “PRC”). All of the TR B S ) Bl A R B 8 o
non-current assets of the Group are
either physically located or allocated to
operations in the PRC.
5 OTHER INCOME 5 Hfttlz
2018 2017
—E-N\F —T—tF
RMB’000 RMB’000
ARBT T ARET T
Interest income FESA 2,714 4,011
Government grants BN ek 146 1,171
Net loss on disposal of property, HEME « BE K&

plant and equipment Z 51855 9) (2,563)

Others EAh - 54
2,851 2,673
6 IMPAIRMENT LOSSES 6 EE 8

2018 2017
—E-N\F —T—+F
RMB’000 RMB’000
AR¥TR ARETTT

Impairment losses/(reversal of impairment 22 5 K £ {th fE I R IE R (B

losses) on trade and other receivables B8,/ (B EREEE)

(Note 25(a)) (P 5E 25(a)) 26,504 (5,684)
Impairment losses on goodwill (Note 14) B2 2 RifEE1E (i3 14) - 61,013
Impairment losses on intangible assets &7 2 REE B

(Note 13) (MF3E13) - 13,000

26,504 68,329
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BTG ERER M T
(Expressed in RMB unless otherwise indicated) (kBB - UAREETI|IR)
LOSS BEFORE TAXATION 7 BRBIAIEER
Loss before taxation is arrived at after charging/ BRI ATE BRI GEA) L& IEBIER :
(crediting):
(a) Finance (income)/costs: (@) ®E(WFE), A :
2018 2017
—E-NF —T—tF
RMB’000 RMB’000
ARET ARETT
Finance charges on convertible A RESFMEER
bonds (Note 21) (MfzE21) 11,385 13,126
Interest on bank and other loans RITREAMEFF S - 5,324
Finance charges on secured notes EEAEBRUBER - 883
Total borrowing costs 1ﬁ*”ﬁkzlxﬁlﬁl L} 11,385 19,333
Net foreign exchange (gain)/loss GNGE (Yezs ),/ E51E FEE (1,494) 16,030
Changes in fair value on the T‘% Hﬁff%milﬂ*ﬁ
derivative components of NHEEF (FizE21)
convertible bonds (Note 21) (26,438) (32,401)
Gain on redemption of secured notes ~ FEEI A IEIRE 15 7 Wik - (1,228)
(Gain)/loss on redemptions and FER KB EAI SR ES 2
extinguishment of convertible bonds ~ (Ukzs) /E548 (590) 3,078
(17,137) 4,812
No borrowing costs have been capitalised for BE—_Z—N\EFE+-_A=+—HItFE ¥&
the year ended 31 December 2018 (2017: BERIERKEN(ZE—FF : AREEIT)
RMBNIl).
(b) Staff costs*: (b) EIpkat:
2018 2017
—E-N\F Tt
RMB’000 RMB’000
AR%T T ARBT T
Salaries, wages and other benefits e Iiéf &,ﬁ\ﬂ*ﬂa ) 103,246 51,684
Contributions to defined contribution  [A] FEf FUR IR EIH X
retirement plans 12,163 3,905
Equity-settled share-based payment — #E2sAiEE LARR D AERS ~
expenses (Note 22) B (FsE22) 18,133 31,500
133,542 87,089
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BTSRRI RE

(Expressed in RMB unless otherwise indicated)

7

(B BB - AARKEFITR)

LOSS BEFORE TAXATION (CONTINUED) 7 BREAIEE (F)
(b) Staff costs*: (continued) (b) EIA*: (4F)
The employees of the subsidiaries of the REERFRH(TREIERB) K AME R B
Group established in the PRC (excluding BREZNMEHMBFHESENAETHIGEARE
Hong Kong) participate in defined contribution FMEtE - Bt - ZEHB ARV EZENTIEE
retirement benefit schemes managed by the HEAFSH20% WA BT EIHRR - ZEHBA
local government authorities, whereby these FTNEE A ERIEERKEREGRERE -
subsidiaries are required to contribute to the HURAETEIZ BT (TRIEED) FHHE
schemes at rate 20% of the employees’ basic KEE DL ETE A RIREF ©
salaries. Employees of these subsidiaries are
entitled to retirement benefits, calculated based
on a percentage of the average salaries level
in the PRC (excluding Hong Kong), from the
above mentioned retirement schemes at their
normal retirement age.
The Group also operates a Mandatory REETTRBEBCREIERERETEERDIDA
Provident Fund Scheme (the “MPF Scheme”) EEB(ERENAEEEEREATENES
under the Hong Kong Mandatory Provident BT TafIMEATESE([aESsE]) - &
Fund Scheme Ordinance for employees BEETE ARBLZTEATENREHITENR
employed under the jurisdiction of the Hong =12l - BIERESETE EEMEEESEA
Kong Employment Ordinance. The MPF #ZE BBV ARS% AT EIHR - FRABERK
Scheme is a defined contribution retirement ALA30,00087T ([T ]) AR o msgiaesTEl
plan administered by an independent trustee. ERHERENE RS -
Under the MPF Scheme, the employer
and its employees are each required to
make contributions to the plan at 5% of the
employees’ relevant income, subject to a cap
of monthly relevant income of Hong Kong
Dollars (“HK$”) 30,000. Contributions to the
MPF Scheme vest immediately.
The Group has no further material obligation for BriEd FatfEFRoh - RE B A B E iR IR
payment of other retirement benefits beyond BRI E— S ERTRET ©
the above contributions.
(c) Other items: (c) HMEH :
2018 2017
—E-NF —T—+F
RMB’000 RMB’000
AR¥T T AREBFIT
Cost of inventories® (Note 16(b)) FEA (M 16(b) 58,713 175,109
Auditor’s remuneration A CTE=A 2,580 2,200
Depreciation and amortisation* s Ry
(Notes 12 and 13) (MF3E12 2 13) 3,445 16,987
Operating lease charges in respect BREMENKEHEER
of properties 11,756 9,992

Fortunet e-Commerce Group Limited Annual Report 2018




(Expressed in RMB unless otherwise indicated)

LOSS BEFORE TAXATION (CONTINUED) 7

(c) Other items: (continued)

Cost of inventories includes RMBNil for
the year ended 31 December 2018 (2017:
RMB6,831,000), relating to staff costs, and
depreciation and amortisation expenses, which
amount is also included in the respective total
amounts disclosed separately above or in Note
7(b) for each of these types of expenses.

INCOME TAX 8

(@) Income tax in the consolidated statement
of profit or loss represents:

Notes to the Financial Statements

BT ERAR IR

(BRAEEFHAN  AAREFIR)

BRB AT &S 1R ()

(c) Efﬂzlﬁ B ()
REZE-—F—NFEF+-_A=1+—HIFEA 7
B A B HEE TR RITERBHETHE
MARKEZETL(ZF—+F : AR#6831,000
JT) ' BRIEEEINE EI5FE_F X AT 7(b) B AR
B BB RENE EAEEEA -

Frig®t
(a) SFEBEHRANAEHRA

2018 2017
—E-N\F —tF
RMB’000 RMB’000
ARBT R ARBTT
Deferred taxation (Note 23(a)): ELERIE (FisE23(a)) -
Origination and reversal of ERMEENEER
temporary differences (o] - 47,210

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

(b) RERABRITENOBIEM X ESTEEZY
BE -

2018 2017
—E-N\E —tF
RMB’000 RMB’000
ARET T ARBTIT
Loss before taxation TR E R (263,896) (152,471)
Expected tax on loss before taxation, 1&iERNRABEALEEER
calculated at the rates applicable s F R R 5T E R BR R AT
to profits in the jurisdictions TEET T IEE 18
concerned (Notes (i), (ii) and (iii)) CRRFREG) ~ (i) Bz i) (60,833) (32,720)
Tax effect of non-deductible expenses TTTD%RF’%%?ZE']H%%%; 12,718 1,952
Tax effect of deductible/(reversal of)  BEERERIEARIEDR
temporary differences not A HRL ($B[E) EEE A%
recognised for deferred tax EENRBE 4,665 (1,476)
Tax effect of unused tax losses not REERNAE B FIAEE
recognised RIS R 43,450 30,969
Tax effect of write-down of deferred  $URE ER & = J2 5% 1
tax assets and reversal of deferred RIET B BN IS 2
tax liabilities - 48,485
Income tax Frig it - 47,210
EFSHEEEBERAT T\ FEERE
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BTSRRI RE

(Expressed in RMB unless otherwise indicated)

8

(BR=EFAIN - AAREFITR)

INCOME TAX (CONTINUED)

(b)

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

Notes:

()

(i)

(i)

The Company and the subsidiaries of the Group
incorporated in Hong Kong are subject to Hong
Kong Profits Tax rate of 16.5% for the year ended
31 December 2018 (2017: 16.5%). No provision
for Hong Kong Profits Tax has been made,
as the Company and the subsidiaries of the
Group incorporated in Hong Kong did not have
assessable profits subject to Hong Kong Profits
Tax for the year ended 31 December 2018 (2017:
RMBNil).

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 year
ended 31 December 2018 (2017: 25%).

Fortunet e-Commerce Group Limited Annual Report 2018
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(b) ZREABEHEMBEMHEEBERZH
iR (8)
HaE -
) FAFRREBEMA T HTEENEATRE

(i)

(i)

B2 _F—\F+=-HA=+—HIFEEIZ16.5%
(ZF—+1F : 16.6%) HIF FHANE & FIZH -

RRA L 7] R A EBRE B E ML a9H B2 Al
REE—F—\F+ - HA=—+—HIFFEHER

fEHal e (—FE—+F - ARKET) -

BRIREEEE R EBEL AL AR
7] R A SE (B [/ 23 AR 155 B K 2 AT FE BT 50
BB KX R BRI

KL E R B (T 75 ) B T I B 2 Al B
BT\ FF - A=+—HIFFEEZ25%(=
FT—+1F : 25%) By FE FANE B Z AT
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Notes to the Financial Statements

BT ERAR IR

(BB BHBI - UARETITR)

DIRECTORS’ EMOLUMENTS 9 EEEM
Directors’ emoluments disclosed pursuant to section RIERB RGN E 383(1) & AR (HFEEEH T
383(1) of the Hong Kong Companies Ordinance and BEDROIE 2 IWENESHMAOT -
Part 2 of the Companies (Disclosure of Information
about Benefits of Directors) Regulation are as follows:
2018
—E-N\F
Salaries
allowances Retirement
Directors'  and benefits  Discretionary scheme Share-hased
fees in kind bonuses  contributions Sub-total payments Total
e 28 DYSSiE
EShe  RENEA BERL  BiGHEER Nt EBRBRER &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AEETR  AR%Tn  ARMTn  ARETR  AR%Tn  ARMTr  AR%Tn
(Note)
(f3t)
Executive directors YrES
Mr. Cheng Jerome Cheng Jerome 7545 - 381 - - 381 18,133 18,514
Mr. Yuan Weitao REERE - 828 - 52 880 - 880
Non-executive director HiTES
Mrs. Guo Yan HEy e - 263 - - 263 - 263
Independent non-executive ~ BUFHTES
directors
Mr. Wong Chi Keung B RRE - 263 - - 263 - 263
Mr. Chan Chi Keung, Alan I Ve - 263 - - 263 - 263
Mr. Liu Jalin AE=RTE - 263 - - 263 - 263
- 2,261 - 52 2313 18,133 20,446

BRSBEERRAR

—E)\FEERE
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BTSRRI RE

(Expressed in RMB unless otherwise indicated) (BrSA AN © AARMETIR)

9 DIRECTORS’ EMOLUMENTS (CONTINUED) 9 EEFM(E)
2017
ZEtF
Salaries, Retirement
Directors” allowancesand  Discretionary scheme Share-based
fees  benefits in kind bonuses  contributions Sub-fotal payments Total
5o 2 R
e REDEN R RiGEIER Mt EROAR et

RMBOOO  RMBOOD  RMBOOO  RMBOOO  RMBOOO  RMBOOO  RWBONO
ARETL  ARMTL  ARETR  ARBTR  ARMTR  ARMTR  ARRTR

(Note)
()

Executive directors YrES

Mr. Cheng Jerome Cheng Jerome 72 = 261 = = 261 6,438 6,699

Mr. Yuan Weitao RIEREE - 767 - 17 784 6438 722

Non-executive director FTES

Mrs. Guo Yan 3G - 261 - - 261 6,438 6,699

Independent non-executive ~ BUFHTEZS

directors
Mr. Wong Chi Keung BLREE - 261 - - 261 - 261
Mr. Liu Erhfel (resigned on =Mk (W=B-tF
1 Aprl 2017) MA—RE) - 66 - - 66 - 66
Mr. Chan Chi Keung, Alan REars - 261 - - 261 - 261
Mr. Liu Jiain (appointed on ARAt(W-F—tF
1 April 2017) RA-HEZA) - 193 - - 193 - 193
= 2,070 = 17 2,087 19,314 21,401

No emoluments were paid by the Group to any of the NEBRNERNMERES NS AKS| HEME

directors as an inducement to join, or upon joining REBSMEAINAR K ZE K EEREE -

the Group or as compensation for loss of office

during the year.

Note: These represent the estimated value of share options BTt - ZEIEREA N GIB R EIIR 7 F AR E B
granted to the directors under the Company’s share 18 o ZZFE AR (B EIRIEHT 22 2(s)(ii) B0 51 755 [ LA iR
option scheme. The value of these share options is BARERZ (AR B DR E ©
measured according to the Group’s accounting policies
for share-based payment transactions as set out in Note
2(s)(ii).

The details of these benefits in kind, including the ZEEYIEFRFE (EIER L AR E 0 &
principal terms and number of options granted, are B )R Hat 22 #5 -

disclosed in Note 22.
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INDIVIDUALS WITH HIGHEST EMOLUMENTS

Of the five individuals with the highest emoluments,
two (2017: three) are directors whose emoluments
are disclosed in Note 9. The aggregate of the
emoluments in respect of the remaining three (2017:
two) individuals who are not directors are as follows:

Salaries, allowances and benefits in kind ¥4 ~ =85 R EWEA

Discretionary bonuses BB TEAL

Share-based payments
Retirement scheme contributions

The emoluments of the three (2017: two) individuals
who are not directors and who are among the five
highest paid individuals of the Group are within the
following bands:

(Expressed in RMB unless otherwise indicated)

10

MR AR 2 (3%
R
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BT ERAR IR

(BRAEEFHAN  AAREFIR)

REHMAL

hBERSFALF  HEME(ZT—+LF: =4)
REZF REZHHNMZORE - H#p=%2(=F
—tF  MB)FEEZALTOHFMAFNAT

2018 2017
—E-N\F —E—+F
RMB’000 RMB’000
ARBT T ARBT T
5,530 621

- e

- 12,876

112 34

5,642 13,564

AEEAEERFHALTHIFETH="BAL(=F

—F  WB)NFHMNFIATEE :

HK$Nil-HK$1,000,000
HK$2,000,001-HK$3,000,000
HK$7,000,001-HK$8,000,000

T L E 1,000,000 77T
2,000,001 /7T % 3,000,000 /7T
7,000,001 /87T % 8,000,000 77T

2018 2017
—E-N\F —F—+F
Number of Number of
individuals individuals

AE AEL

1 —
2 —
- 2

HERSBEEERAT

—E)\FEERE
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(Expressed in RMB unless otherwise indicated)

11 LOSS PER SHARE

(a)

Basic loss per share

The basic loss per share for the year ended
31 December 2018 is calculated based on
the loss attributable to the equity shareholders
of the Company of RMB69,167,000 (2017:
RMB66,413,000) and the weighted average
of 1,812,096,000 ordinary shares (2017:
1,818,494,000 ordinary shares) in issue during
the year, calculated as follows:

Weighted average number of ordinary shares:

Issued ordinary shares at 1 January
Effect of shares issued
Effect of shares repurchased

(Note 24(c)(ii))

(BR=EFAIN - AAREFITR)

11

B/ 48R
4 =1

7

e

BREE

(@)

N—A—BZBERTEERK
BT 8
BB AR HY

(Pt 5E 24(c)(i))

BREXEE
BE-_Z—N\E+-_A=1+—BILEE"
FRERNEIBZEAQ R EFREENEIR
AR ®69,167,000c( —Z T —tF: AR
#66,413,0007C ) & F A B % 17 T 7 A% 0
#E S 15 201,812,096,000 0% ( — & — + £ :
1,818,494,000 & E@AZ) sTE AT ¢

Weighted average number of ordinary W+=-A=+—HzZ L@k

shares at 31 December

Fortunet e-Commerce Group Limited Annual Report 2018

pilll= RSk

TR INIETI9EL
2018 2017
—E-N\F —T—+F
’000 '000
TR TR
1,813,509 1,671,615
- 149,440
(1,413) (2,561)
1,812,096 1,818,494
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LOSS PER SHARE (CONTINUED)

(b)

Diluted loss per share

The diluted loss per share is calculated based
on the loss attributable to equity shareholders
of the Company (diluted) of RMB80,820,000
(2017: RMB88,130,000) and the weighted
average number of ordinary shares (diluted) of
1,867,476,000 (2017: 1,883,029,000 ordinary

shares) calculated as follows:

(i)

Loss attributable to the equity
shareholders of the Company
(diluted)

Loss attributable to the equity
shareholders of the Company
After tax effect of effective interest
and exchange differences on

the liability component of
convertible bonds

After tax effect of changes in fair
value recognised and exchange
differences on the derivative
components of convertible bonds

(Gain)/loss on redemptions and
extinguishment of convertible
bonds

Loss attributable to the equity
shareholders of the Company
(diluted)

Notes to the Financial Statements

(Expressed in RMB unless otherwise indicated)

1 SREEE)

(b) EREEEE

(i)

AR w s R A B 1R

ARRESFRERS D
MERERZREZ
HRTE

TR ERTEBHE
ReR A TES ) RE
EEBEE

BE R E R R E S
2 (W), B

AN w R R A
BB (#E)

BT #RAR IR

(BRAEEFHAN  AAREFIR)

BE_Z-N\F+-_A=+—HULFEEK
BB R 1R Y RN AR B R BOR R B 18 (i
8) AR™80,820,0007L(=F—+ % : AR
% 88,130,000 7T ) } & i A I 15 2K (#5%)
1,867,476,000 f% (= Z—-+4F : 1,883,029,000
REBRR)GTEAT :

RATREERREGER (88)

2018 2017

—B-N\F —T—

RMB’000 RMB’000

ARETR ARETIT

(69,167) (66,413)

14,059 9,231

(25,122) (34,026)

(590) 3,078

(80,820) (88,130)
SESHEMERAT T\ FEEHE
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(Expressed in RMB unless otherwise indicated) (BrSA AN © AARMETIR)
11 LOSS PER SHARE (CONTINUED) 11 SREREE)
(b) Diluted loss per share (continued) (b) SREEERE)
(i) Weighted average number of (i) TERMEFIE(EHE)
ordinary shares (diluted)
2018 2017
—E-N\#F T —tF
’000 ‘000
T T i
Weighted average number of ordinary A +—-A=+—Hz
shares at 31 December T AR INRE S8R 1,812,096 1,818,494
Effect of conversion of convertible RIRA R ES 2 2
bonds 55,380 64,535
Weighted average number of ordinary A+ —A=+—H 2 &KX
shares (diluted) at 31 December INREES 2 (EEE) 1,867,476 1,883,029
The Group’s share options granted REE DKL B ERE BITRRER
and warrants issued could potentially AJRER AR REEHETREAREF), (&
dilute basic earnings/(loss) per share B) ET2MASTRESEEZFE
in the future, but were not included in R TERERREE S \F KR
the calculation of diluted loss per share T—+tFF+_A=FT—HILFERES -

because they are antidilutive during the
years ended 31 December 2018 and
2017.
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(

(Expressed in RMB unless otherwise indicated) (kBB - UAREETI|IR)

12 PROPERTY, PLANT AND EQUIPMENT 12 Y% - BMEKRRE

Reconciliation of carrying amount ERHE{EYER
Plant and
buildings and Motor vehicles
leasehold Machinery and and other
improvements equipment equipment Total
BERET RER
REEEE BERRE Htife @t
RMB'000 RMB'000 RMB’000 RMB'000
AREFT ARETT ARBTT ARETT
Cost: B
At 1 January 2017 RZZ—+F—f—H 78,946 196,356 19,391 294,693
Additions INE 2,889 302 5,876 9,067
Disposals HE = = (10,264) (10,264)
Decrease from disposal of subsidiaries HEHBARRD (77,926) (196,658) (5,164) (279,748)
At 31 December 2017 RE—+F+-f=1—H 3,909 = 9,839 13,748
Accumulated depreciation and R ERAE
impairment losses:
At 1 January 2017 R-E—+F—F—H (54,237) (147,652) (9,834) (211,723)
Charge for the year FERXH (1,985) (2,830) (2,414) (7,229)
Written back on disposals HEXD - - 6,275 6,275
Decrease from disposal of subsidiaries HEMBLA AR 53,809 150,482 3,443 207,734
At 31 December 2017 RZE—t&+=A=+—H (2,419) - 2,530) (4,943)
Carrying amount: R
At 31 December 2017 RZE—+F+-A=1+—H 1,496 - 7,309 8,805
Cost: B
At 1 January 2018 RZZE—\F—F—H 3,909 - 9,839 13,748
Additions NE 2,285 - 1,764 4,049
Disposals HE - - (18) (18)
At 31 December 2018 RZE-N\F+-A=1+—H 6,194 - 11,585 17,779
Accumulated depreciation: BEERAE -
At 1 January 2018 R=ZE—\F—H—H (2,413 - (2,530) (4,943)
Charge for the year AL (1,099) - (2,346) (3,445)
Written back on disposals HE&E - - 5 5
At 31 December 2018 RZE-\E+-A=1+—H (3,512) - (4,871) (8,383)
Carrying amount: REE:
At 31 December 2018 R-ZE-N\F+-A=1—H 2,682 - 6,714 9,396
SRFEEEARAT -\ FEEHE 131
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(Expressed in RMB unless otherwise indicated)

13

(BR=EFAIN - AAREFITR)

INTANGIBLE ASSETS

Cost:

At 1 January 2017, 31 December 2017,
1 January 2018 and 31 December 2018

Accumulated amortisation

B

13 |PEE

S
“T—tFt-A=+-8-

—Z-N\F—H—H

-\ +-A=+—H
ZEHTERRESR

and impairment losses:

At 1 January 2017

Charge for the year FAZH

Impairment losses (Note 6) REEE (MizE6)

At 31 December 2017, 1 January 2018 ~ RZZ—+F+_-_A=+—H -
and 31 December 2018 —2-N\F—HF—H

Carrying amount:
At 31 December 2017 and 2018

R_F-N\Ft+-A=t—H

FRMEME

This intangible asset represented 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
has written down the carrying amount of the
intangible asset to its recoverable amount of
RMBNIl in 2017. The Group has ceased the
e-commerce business during the year ended
31 December 2018.

Fortunet e-Commerce Group Limited Annual Report 2018

RZE—+F—H—H

R_EBE—t+FR_ZT—)\F
+=A=t—-H

Exclusive
Domain name income right Total
W& BRUARE At
RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT
(Note (i) (Note (ii))
(F=E () (BI&E (i)
o L Bl
(8,850) (4,224) (13,074)
(5,059) (4,608) (9,667)
(8,008) (4,992) (13,000)
(21,917) (13,824) (35,741)

WEFEEREAEBENE T 5 HF & www.
CCIGMALL.com ' NAEER —Z—RHFHB
WHEEFEmEFBEWEmMR - ERNETHES
HHmF B URAEBEFEFHEE
TEIERBTEEE R E R R ZTIEEME + ANE
BER —Z—tF Bt EREENREERE
ZHAIREIGEARBEZT T - AEEEREE
- N\Ft+_A=t+—BILFERILETH
B o
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(Expressed in RMB unless otherwise indicated)
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(BB BHBI - UARETITR)

INTANGIBLE ASSETS (CONTINUED) 13 @|PEE(HE)

(i)  This intangible asset represented an exclusive (i) LEPEEEASEER_-Z—XRFAE—EY
income right obtained in 2016 from the ¥R ERETHE %Fﬁf’f$‘*ﬁﬁ?¥23 R U
development of a tailor-made e-commerce AR - LRBZ T EMEHEEBZHA
platform for a property developer in order to e g ) PN - i g il
earn revenue from this property developer B7YHEEBEERIEHERE  ~EEEEE
by assisting its property sales through the REZSIHE RVEENTEHER - XEEER
platform. In view of the slower than expected 2 FREETEENREEMRZE R
progress of the property projects under e & FARBEEZIT - KRG ESHERANEEF
development by the above property developer, EAKRE 2RI ENF Ll mERAEER
the management of the Group considered EEREUNETTE) o
such projects may not be developed as
planned. The Group has written down the
carrying amount of the intangible asset to
its recoverable amount of RMBNIl in 2017.

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.
GOODWILL 14 w8
RMB’000
ARET T
Cost: AR
At 1 January 2017, 31 December 2017, RZZFE—+F—H—R8 —ZT—+tF
1 January 2018 and 31 December 2018 +—A=+—H —ZE—N\&—AF—H
E=ZE—N\F+_A=1+—H 61,013

Accumulated impairment losses: ZHRESE :

At 1 January 2017 R-_ZT—+t$—H—H =

Impairment losses (Note 6) REEE (FizEe6) (61,013)

At 31 December 2017, 1 January 2018 and RZE—tF+-_A=+—H —F—N\&F

31 December 2018 —RA—Bk=_ZF—N\F+=-—RA=+—H (61,013)

Carrying amount: BRMEE :

At 31 December 2017 and 2018

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

As mentioned in Note 13, in view of the slower than
expected growth of the e-commerce business, the
Group has written down the carrying amount of
the goodwill to its recoverable amount of RMB Nil
in 2017. The Group has ceased the e-commerce
business during the year ended 31 December 2018.

R=T—tER-F—

NFE+=—A=+—H =

RZB—RE=A-1+HA  KEEURBARK
76,392,000 7t i Century Network Holding Limited
([Century Networkl)51% % # - B& B 5k A 1
R EE SR EEFENA L FENERBARE
61 013 000 JTEEEE A2 K 5 EE = Century Network
ErRmEER((ETHEHESEEENM]) -

AP EE13 P - BN EF R E R IEREN AL -
AEBCER T —tFHHENKREENREER
WESBARBET AKBEERBE_T—/N\F
ToA=T—BHULFERILETHERK -

ERZHEEERIA T )\ FEERE
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(Expressed in RMB unless otherwise indicated) (BrSA AN © AARMETIR)

15 INVESTMENTS IN SUBSIDIARIES 15 REBARZERE
The following list contains only the particulars of TREHINGAREEFEE
subsidiaries which principally affected the results, 2B A R B EES o

assets or liabilities of the Group.

Proportion of ownership interest

CBERREBRREEY

REERELY
Place of Particulars of  The Group’s
establishment/ registered/issued effective  Held by the Held by
Name of subsidiaries incorporation and paid-up capital interest Company  subsidiaries  Principal activities
R/ it/ ERTR ASED HEAR
HWEARER HbE BRRAFE ERER AQFMRE fise IEER
Beiing Century Fortunet Network The PRC RMB3,000,000 51% = 100%  Trading of goods through electronic
Technology Co., Ltd. * distribution platform, mobile
applications and other related
means
IRt RRERRIERAR f AR3,000,00070 ERETHETR HEERAR
AREMEEA AR FEm
Beijing Century Fortunet Technology The PRC RMB27,000,000 51% - 100%  Maintenance of electronic
Co., Ltd. * distribution platform and mobile
applications
Rt BRI RERAT f ARH27,000,0007C EEBTAHT A RBIERR
Centchain Co., Ltd. (“Centchain”) * The PRC RMB200,000,000 20% = 100%  Facilitate digital point business
through an electronic platform
tRGEFRACAR((HEGE])  + ARH 200,000,007 ERETTRENETRASH
Century Network The British Virgin United States Dollar 51% 51% - Investment holding
Islands (‘USD')1
ZERAES EI(ESH) REER
Pointsea Company Limited (‘PCL") The Cayman RMB200,000,000 20% - 50%  Investment holding
(Note (i) Islands
FRERAR (28] () FSHE AR 200,000,007 REBR
Pointsea Holdings Company Limited The British Virgin RMB100,000,000 40% = 80%  Investment holding
Islands
P EERERAT EBRZEHE  AR100,0000007 RER
Pointsea (Hong Kong) Limited Hong Kong 1 share 20% = 100%  Investment holding
/8 (B ARAR B 1K REBR

Fortunet e-Commerce Group Limited Annual Report 2018



INVESTMENTS IN SUBSIDIARIES

(Expressed in RMB unless otherwise indicated)
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BT #RAR IR

=)

(BB AHBI - AARKES 7

15 RBLRRZIKRE (&)

(CONTINUED)
Proportion of ownership interest
RRERELY
Place of Particulars of  The Group’s
establishment/ registered/issued effective ~ Held by the Held by
Name of subsidiaries incorporation and paid-up capital interest Company  subsidiaries  Principal activities
R/ & it/ ERTR AREH HEAR
HWEARER HbE BRRAFE ERER AQFMRE fisE IEER
Shanghai Sub-chain Information The PRC RMB10,000,000 - - - Facilitate digital point business
Technology Co., Ltd. through an electronic platform
(“Sub-chain”) * (Note (i)
EEAEREERIERAR f AR10,000,00070 ERREETTRETET
(T B3 1) (R i) BA%H
Treasure Ease Holdings Limited The British Virgin RMB80,065,000 50.1% 50.1% - Investment holding
(‘Treasure Ease’) Islands
EERAHE AR 80,065,007 RERR
* The English translation of the names are for reference * BEXFEEEIFCERIEZERCE T SHAFX -
only and the official names of these entities are in
Chinese.
Notes: Kzt
1) The management of the Group considers PCL is a () REFEIEE R BRI H D FEFES T 78R E

(i)

subsidiary of the Group through its power to control the
board of directors of PCL.

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

(i)

LEHE R A

REF—+F+F 5LEBEEFREREA([HE
ﬁﬁ/l’%fé?7ﬁ/ﬁ])§?ﬁfi’%ﬁ§a7¢§ L1 - Ut
HEE )5 B2 IREFF B A SR R 5,000,000 % 8B
Ao BABS EERIERFEASERD B E 2
/fi%ﬂfﬁ A IS SR IR S R T Al K BB RAE L B

DD E G BERIEFEARS BRI o &
Eﬁgﬁfﬁ%ﬁ/&%ﬁ%" BRP L2 REIEFZFL T
AT #E o B ENEFR RS G #IFH ARG - 1EE
R A5 528 75 T 53R IE1F B A FTET L2 B AR A
EEHEIEN » B 558 (YA FEAZEEL) 2 H
BEET) R AU 7 T 5 B b B SFE.Z A B0 B3R -
Bt - AR FIEER B BT R BB A GBI E -

SERZBEEETRATY — T

—N\FEFERRE
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(Expressed in RMB unless otherwise indicated) (BrSA AN © AARMETIR)

15 INVESTMENTS IN SUBSIDIARIES 15
(CONTINUED)

The following tables list out the combined financial
information of Century Network and its subsidiaries,
and Treasure Ease and its subsidiaries, the two sub-

RHBBEAR2RE (&)

TRINEARNEBRNE EAFEEIAERS ([ IR
%5 1) B RSB Century Network 5 EFff B A 71 LA K&
Treasure Ease REMIBRARIMAHFIEER - T7

groups within the Group, which have material non-

controlling interests (“NCI”). The summarised financial
information presented below represents the amounts

before any inter-company elimination.

Century Network

Revenue

Net loss

Net loss attributable to NCI
Non-current assets
Current assets

Current liabilities
Non-current liabilities

Net liabilities

Net liabilities attributable to NCI

Treasure Ease

Revenue

Net loss

Net loss attributable to NCI
Non-current assets
Current assets

Current liabilities

Net (liabilities)/assets

Net (liabilities)/assets attributable to NCI

IS E R Z RARVEL R A RIE S HATAIFIA

2018 2017
—E-N\EFE —E—+F

Century Network RMB’000 RMB’000
ARET T ARETTT

A 656 134,040
B8 %58 (59,815) (114,347)
FEIE RS e R R (G S 1R =R (29,310) (56,030)
IEmENEE 1,875 2,717
mENEE 11,652 40,905
mEEE (354,816) (11,455)
EmEBE - (326,959)
FAaE (341,289) (294,792)
IR ER R FAE (178,758) (144,448)
2018 2017

—E-N\E —T 4

Treasure Ease RMB’000 RMB’000
ARET T ARETIT

A 50,321 941
I8 F 58 (206,882) (96,644)
JEIE A = PR (G S 1R AR (165,419) (77,2398)
IEREEE 4,788 2,476
mENEE 50,476 161,291
mENEE (158,741) (60,362)
F(BR)BE (103,477) 103,405
IR ERIEET (BE) BE (82,713) 82,706
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16

INVENTORIES

(@) Inventories in the consolidated statement
of financial position comprise:

Merchandises for trading
Less: write-down of inventories

(b) The analysis of the amount of inventories
recognised as an expense and included
in the consolidated statement of profit or

loss is as follows:

Carrying amount of inventories sold
Write-down of inventories

(Expressed in RMB unless otherwise indicated)

16

W SO

EEFENREE

rE

(a)

(b)

Notes to the Financial Statements

SFERBRRRNEFEERE

BT #RAR IR

(BRAEEHAN - AARESIR)

2018 2017
—E-N\EF —E—+F
RMB’000 RMB’000
ARBET T ARET T

1,358 1,343

(876) (1,249)

482 94

ERABMAINFAGERERNEFESED

T :

2018 2017
R
RMB’000 RMB’000
ARBTR  ARETR
58,713 166,120

- 8,989

58,713 175,109

SERSBEEERAT

T \FEEHE

137
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g E o
(Expressed in RMB unless otherwise indicated) (BrSA AN © AARMETIR)
17 TRADE AND OTHER RECEIVABLES 17 EFRHAMEWFIE
2018 2017
—B-N\F —FtF
RMB’000 RMB’000
AR®T AREFIT
Trade receivables 2 5 W IE 23,979 4,296
Less: loss allowance (see Note 25(a)) B R (AR 25() (3,604) (3,399)
20,375 897
Other receivables: H R IR ¢
— Loans to third parties —BRTE=H 54,352 31,765
— Others —HAth 49,592 46,053
Other receivables Ho e Y 5kI8 103,944 77,818
Less: loss allowance (see Note 25(a)) B EsiE R (R HRE25(a)) (67,031) (40,130)
36,913 37,688
Financial assets measured at LB HER AT ENSREE
amortised cost 57,288 38,585
Prepayments and deposits AN RERIES 9,777 11,061
67,065 49,646
All of the trade and other receivables, net of FTEE S REMEITIE (G ERERE) BEN —
loss allowance, are expected to be recovered or FERUE S ERAEFRY °
recognised as expenses within one year.
Ageing analysis BRER DT
As of the end of the reporting period, the ageing RNEIEH R st AB S REMEINFIBEZ B 5 EI
analysis of trade receivables (net of loss allowance), IE (FIEiE RS ) BN EZEH BRI T ¢
included in trade and other receivables, based on the
invoice date, is as follows:
2018 2017
—E-N\F —ET—+tF
RMB’000 RMB’000
AR¥T AREFIT
Within 3 months =@EAN 19,518 897
Over 3 months but within 6 months BE=1EAEDRNEA 688 =
Over 6 months BN EA 169 -
20,375 897
Details on the Group’s credit policy and credit risk AEENCEERRME S NEMERZKEBEEANE
arising from trade and other receivables are set out in ERb 2 FEEHRMIFE25()

Note 25(a).
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(Expressed in RMB unless otherwise indicated)

Notes to the Financial Statements

BT #RAR IR

(BRAEEFHAN  AAREFIR)

18 HELD-FOR-TRADING INVESTMENTS 18 REXZRABRZRE
2018 2017
—B-N\F —F—tF
RMB’000 RMB’000
ARBT T ARET T
Held-for-trading investments: FERZRHBEZIRE
— Listed equity securities in Hong Kong —EB_ E TR E 2,909 -
— Unlisted units in investment funds —REESMIE LTSN 153 -
3,062 -
Held-for-trading investments are stated at their fair BERGRB 2R ERE2EERMB ARAREE
values which have been determined by reference EHRAFEZS - BERXRZFRE2IREN AT EE
to the published price quotations in active markets. FEEHARK1,08500TEREE_ZT—\F
Loss on fair value changes of the held-for-trading TZA=T—RIEFRERERFER o
investments of approximately RMB1,085,000 has
been recognised in profit or loss during the year
ended 31 December 2018.
CASH AND CASH EQUIVALENTS AND 19 RERBESEEFHBURHMBESRER
OTHER CASH FLOW INFORMATION
(a) Cash and cash equivalents comprise: (@) BRERRELEEBERERE:
2018 2017
—E-N\EF —E—+F
RMB’000 RMB’000
ARET T ARBT T
Cash at bank and on hand RITRFERS 97,420 392,994

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.

AEERFE(TBERE) WEHEBEUAAR
Kt - ARERTAIERABRNEBRES
EHRE(TNEEER) AX R EBRN BRI
EERBIARE

SERSBEEERAT

T \EFERE
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BT ¥R IR

(Expressed in RMB unless otherwise indicated) (Br5

FEASN + AARKEZITR)

19 CASH AND CASH EQUIVALENTS AND 19 BRERRESEEEBURHMRESRER (&)
OTHER CASH FLOW INFORMATION
(CONTINUED)
(b) Reconciliation of liabilities arising from (b) BMETHELEBNYER
financing activities
The table below details changes in the Group’s TREFENAEEREZFMEAENES (B
liabilities from financing activities, including both BRESNIFRSEY)  MELDAFABE
cash and non-cash changes. Liabilities arising HEeERBERAKBEESREERNAEFEEZESIRS
from financing activities are liabilities for which MEXRTOEAMESTFMSREME
cash flows were, or future cash flows will be,
classified in the Group’s consolidated cash
flow statement as cash flows from financing
activities.
Liability Derivative
components components
of convertible of convertible
bonds bonds Total
AERES ARRES
HaEB2 METET R et
RMB’000 RMB’000 RMB’000
ARBTFT ARETT ARETT
(Note 21) (Note 21)
(PFitzE21) (FtzE21)
At 1 January 2018 R-ZZ—N\E—HF—H 59,031 26,044 85,075
Changes from financing cash flows: FIEHREE&RESE
Payments for the redemptions B B AR B 5 2 [T 3K
of convertible bonds (21,110) (884) (21,994)
Interest paid BERFE (7,480) - (7,480)
Total changes from financing cash flows gl &I & 7 2 A& & 42 %8 (28,590) (884) (29,474)
Other changes: Hitt @5
Finance costs (Note 7(a)) BERA (MizE7(0) 11,385 = 11,385
Changes in fair value (Note 7(a)) NHEEE (7)) - (26,438) (26,438)
Gain on redemptions and BB KB Bk a5
extinguishment of convertible s (P 7(0)
bonds (Note 7(a)) (5690) - (5690)
Exchange adjustments 0 5 AR 3,127 1,350 4,477
13,922 (25,088) (11,166)
At 31 December 2018 R-ZE-N\E+=-A=+—H 44,363 72 44,435

Fortunet e-Commerce Group Limited Annual Report 2018



Notes to the Financial Statements

BT #RAR IR

(Expressed in RMB unless otherwise indicated) (kBB - UAREETI|IR)

19 CASH AND CASH EQUIVALENTS AND 19 BRERRESEEEBURHMRESRER (&)
OTHER CASH FLOW INFORMATION
(CONTINUED)
Liability Derivative
components  components
Bank and Interest of convertible o convertible
other loans payables  Secured notes bonds bonds Total
RAREMERN FEfifIE EERZE B8ESY  DEIRSS 5
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ANEEFT AEEFT ANEBFT AEEFT ANEBFT AEBTT
(Note 21) (Note 21)
(PHsEat) (Bizkat)
At 1 January 2017 R=E-tE-F-H 195,665 13,996 141,161 67,035 48,941 466,798
Changes from financing cash flows:  BEEHESHELT
Proceeds from new bank and other loans B8 REMEZ 2 BiEETE 60,429 = = = = 60,429
Repayment of bank and other loans ERFTREMER (54,509) - - - - (54,509)
Repayment of secured notes ERERZE - - (137,747) - - (137,747)
Interest paid BHE - (2,621) (2,061) (9,184) - (13,866)
Total changes from financing cash flows ~ BHEEEH SR 2 EEH 5,924 (2.621) (139,808) (9,184) - (145,689)
Other changes: =4 L
Finance costs (Note 7(a)) BERAR () - 5,324 883 13,126 - 19,333
Gain on redemption of secured notes  BEEEAZE 2 Iz
(Note 7(g) (Bt 7() - - (1,228 - - (1,228
Loss on extinguishment of convertble AR ES 2 BiE
bonds (Note 7(a) (P 7(a) - - - (8,051) 11,129 3078
Changes in fair value (Note 7(a) ATEES (M 7) - - - - (32,401) (32,401)
Exchange adjustments ERa% - - (1,008) (3,895) (1,625) (6,528)
Disposal of subsidiaries HERBLF (201,689 (16,699 - - - (218,288
Total ofher changes Afhia% (201,589) (11,375) (1,359) 1180 (22,897) (236,034)
At 31 December 2017 R=E-t&+=B=1-H = = = 59,031 26,044 85,075
SRFEEEARAT -\ FEEHE 141
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BTG EER M5
(Expressed in RMB unless otherwise indicated) (BrSA AN © AARMETIR)
20 TRADE AND OTHER PAYABLES 20 EZREMENSFIE
2018 2017
—E-N\F —T—tF
RMB’000 RMB’000
ARET R ARBT T
Trade payables B EERIB 17,954 1,120
Payables for staff related costs 8 T AR AN B FES Zh 18 6,258 8,787
Payables for miscellaneous taxes FE R 2,782 614
Payables for selling expenses incurred JESERFIE D TS FERT
for digital point business SHERM X 8,286 14,705
Others Hih 6,467 2,460
23,793 26,566
Financial liabilities measured at REE AT EN SR A E
amortised cost 41,747 27,686
Deposits received from business partner B2 WAL EEIFIED E5%
in connection with the Group’s digital ZEBBENRS
point business 1,000 1,000
Advances received from customers BRE PR 147 154
Others Hib 584 5,256
43,478 34,096
All of the trade and other payables are expected to BB 5 &EMENKREERR —FANEENER
be settled or recognised as revenue within one year B ASIREK(EE -
or are repayable on demand.
As of the end of the reporting period, the ageing RB|EMR  sFABSZRHEMENRIBZESEN
analysis of trade payables included in trade and other FEHERBEZHHANRESTAT :
payables, based on the invoice date, is as follows:
2018 2017
—E-N\E —FT—tF
RMB’000 RMB’000
ARMT T ARBT T
Within 3 months =@AR 17,536 1,034
3 to 6 months =EXEA 239 26
Over 6 months A A7 1E A 179 60
17,954 1,120
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AR TS SRR P 5
(Expressed in RMB unless otherwise indicated) (kBB - UAREETI|IR)
CONVERTIBLE BONDS 21 HBREBES
The Group’s convertible bonds are analysed as REEFTRRESITAT :
follows:
Liability Derivative
components components Total
a8EHs (TEIAEHRS wet
RMB’000 RMB’000 RMB’000
ARETT ARETT ARETTT
At 1 January 2017 R_ZE—+F—H—H 67,035 48,941 115,976
Convertible bond issued BETARRES 59,321 27,449 86,770
Accrued finance charges for the year AEZRATISER

(Note 7(a)) GEXE) 13,126 - 13,126
Interest paid BEFE (9,184) - (9,184)
Exchange adjustments 0 i, A (3,895) (1,625) (5,520)
Fair value changes on the derivative PTET AR A TFEE

components (Note 7(a)) (FiFsE7(a)) - (32,401) (32,401)
Extinguishment of convertible bonds BERRRES (67,372) (16,320) (83,692)
At 31 December 2017 and RZE—+F+-_A=+—H

1 January 2018 k=F—-\F—H—H 59,031 26,044 85,075
Accrued finance charges for the year NEE e B 5 &

(Note 7(a) (Bi3E7(a)) 11,385 - 11,385
Interest paid BEAFIE (7,480) - (7,480)
Exchange adjustments B 5, = 3,127 1,350 4,477
Fair value changes on the derivative PTET AL AT EES

components (Note 7(a)) GEXE) - (26,438) (26,438)
Redemptions, extinguishment and B BB RERRRES

recognition of convertible bonds (21,700) (884) (22,584)
At 31 December 2018 RZEB-NF+ZA=1t—H 44,363 72 44,435

In June 2015, the Company issued two secured

R-Z—RFRA ARFEIEAE—%

e —

R =

7 Chance

convertible bonds with an aggregate face value
of USD10,000,000 (equivalent to approximately
RMB61,176,000) to Chance Talent Management
Limited (“Chance Talent”), a third party, (together,
“CB1”). On the date of issuance, both bonds bore
interest at 13% per annum and were to mature in
June 2018, where Chance Talent could convert them
into the Company’s ordinary shares at the respective
stipulated conversion prices before their maturity
dates.

Talent Management Limited ([Chance Talent])
B ITHEE# % 510,000,000 T(HERARK
61,176,0007C ) KR #E B W AT AR E 5 (5738 [ 7]
BMRES—1)  c RETHE - ZFEBEHHIRERN X
13% T B R =F — /\F /X BEIH - fiChance
Talent AJEZ S EFEIH B RIIES B BT LIRE LR
ZEBEHF AR AL R -

ERZHEEERIA T )\ FEERE
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(Expressed in RMB unless otherwise indicated)

21

(BR=EFAIN - AAREFITR)

CONVERTIBLE BONDS (CONTINUED)

In December 2017, the Company has extinguished
CB1 and issued secured convertible bonds with face
value of USD10,000,000 (equivalent to approximately
RMB66,066,000) to Chance Talent (“CB2”). On
the date of issuance, CB2 bore interest at 13% per
annum, were to mature in June 2019 and secured by
109,343,662 ordinary shares in the Company owned
by Century Investment (Holding) Limited (“Century
Investment”). Chance Talent could convert CB2 into
the Company’s ordinary shares at HK$1.209 per
share before the maturity date.

On 4 July 2018, the Company and Chance Talent
entered into an agreement to amend the terms
of CB2 which constituted significant contract
modifications, and accordingly, CB2 has been
accounted for as extinguishment of the original
financial instrument and the recognition of new
financial instrument. Pursuant to this agreement,
the Company redeemed a principal amount of
USD2,800,000 (equivalent to approximately
RMB18,526,000) of CB2 in cash on the same day. In
December 2018, the Company has further redeemed
a principal amount of USD500,000 (equivalent to
approximately RMB3,468,000) of CB2 in cash.

On 13 December 2018, an additional 45,347,514
shares in the Company owned by Century
Investment were provided as securities for CB2.

The aggregate difference between the redemptions/
extinguishment and recognition and the carrying
amounts of CB2 took place in 2018 amounted to a
gain of RMB590,000 (2017: loss of RMB3,078,000)
which has been recognised in profit or loss during
the year.

Fortunet e-Commerce Group Limited Annual Report 2018
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AR RAES ()

RZZEBE—t&F+ A ARAAREBEEANBREES
— I 2 17 {E A& 10,000,000 T (B E R AR
66,066,000 7T ) KT A HE R Al MR ES ([ T RRE
%= 1) FChance Talent - REITHER - A[HARRES
“REMEAZ%ETE R NAFRNAFEHR
i Century Investment (Holding) Limited ([ Century
Investment ) %A &) 109,343,662 A& AN A 7] & @I 1E
L o Chance Talent A2 HE H A &% 1.20978 7T
AT AR ES = H AR A R E B o

RZZE— ) N\FtAMABE & KX2AFEChance Talentz]
SN —IBWRE  DMERT A IR E S MK - :Z1E85T
BREREANEN  TBRRES _BIEEBENS
SRMTENERFSMTEAR - BEZHE -

AEJA R BRI € B B AT R &2 — A€ 2,800,000
ET(HEN AR 18,626,0007T) ° R=ZE— \F
+=— R ARBRBUBESE—FELO O BRERES -
K< 500,000 E 7T (HZEN AR 3,468,000 7T) °

RZZF—NF+=—A+=H ' Century Investment
BHVE M 45,347,514 RN R RIIRD E A ERT AR &
F RIS o

R-E—N\FRENABRES BB, 5ERE
REEREE B2 =% Al A R 590,000 7T
—ET—+F: FEARES0780007T) ERERA
B AR ©
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EQUITY-SETTLED SHARE-BASED
TRANSACTIONS

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

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

On 7 August 2018, 72,000,000 share options
were granted to a director of the Company under
the above share option scheme. All of the share
options granted will vest immediately from the date
of grant and will mature on 3 May 2023. Each share
option gives the holder the right to subscribe for one
ordinary share in the Company at HK$1.21 and is
settle gross in shares.

Notes to the Financial Statements

BT #RAR IR

(

(Expressed in RMB unless otherwise indicated) (kBB - UAREETI|IR)

22 REZEEUROA/ERNZS

ARBBRER_F-—ZFFA -+ \NBERANGE
Preigatdl - Bt - ARAREFERBRERNITEG
AEBEEAEZBIRBES  H1TAR  SABE
FEF(BRBUIFNTESR) RARAEFTEHER
S RAKEELRE L BRA T AR - &
M RE - HER FF  2HBRRFHEMAL
BA1BTTERABREARE RN R E B -

NZZT—"FE+ A =H - 80,000,000 & &R IF
Lt BERE IR T ARAEERAEBES - &
HREBEREBRERE BB —FREE
EER-_ZE—NAFE+HA_B2H - FHERERT
A AEFAZ 41 B TTRIBANRA B — A% 8K & A

R E28EE

R=_Z—N\FE/\A+H 72,000,000 & &ERE
BEREAERTARA—REE - TACKREEBER
REEREBSHNNEEY SR _E_=FRAA=
HEIH - SBEBIRER Ti58 AERIZ1.218TRE
RAB—EBERARNDEHESE -

ERZHEEERIA T )\ FEERE
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(Expressed in RMB unless otherwise indicated) (BRSHEZEASN - AAR

22 EQUITY-SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

(@) The terms and conditions of the share
options granted are as follow:

Share options granted to directors:
RTEEBGE
- On 3 October 2016

—RZE—R"FTA=H

- On 7 August 2018
—-RZZE-N\EFENAALH

Share options granted to employees:
RTESBERE

- On 3 October 2016
—RZZ—RE+H=H

Total share options granted

fedual: S 5L

Fortunet e-Commerce Group Limited Annual Report 2018
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EREEURDAERNR S (&)

(@) FIRBRENGIRREGDT :

Contractual
Number of Vesting life of share
instruments condition options
IEHE BEGG BRENSOS
45,000,000 One year from 3 years

the date of grant

B A HR

s —2F
72,000,000 No vesting 4.74 years

condition

R R
35,000,000 One year from 3 years

the date of grant

Bi%H B HR

ETH)—4F

152,000,000



22 EQUITY-SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

(b) The number and weighted average

exercise price of share options are as
follows:

Outstanding at the beginning  REYIARTTE

of the year
Granted during the year RERKE
Forfeited during the year REFE AR
Outstanding at the end of RERRITHE
the year
Exercisable at the end of RERAI{TE
the year

The share options outstanding at 31 December
2018 had a weighted average exercise price
of HK$1.31 (2017: HK$1.41) and a weighted
average remaining contractual life of 2.5 years
(2017: 1.8 years).

Notes to the Financial Statements
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(Expressed in RMB unless otherwise indicated) (Br BB EEIN - UAREETIR)
22 REBRFEUROGAEBRNRS (&)

(b) BREHE RMEFHITEFENT :

2018 2017
—E-N\F —T—+F
Weighted Weighted
average Number average Number
exercise of share exercise of share
price options price options
InfEF hniEEg
THEE BREZA TEE  BERERE
HK$ HKS$
BT BIT
1.41 75,000,000 1.41 80,000,000

1.21 72,000,000 -
- 1.41  (5,000,000)

1.31 147,000,000 1.41 75,000,000

1.31 147,000,000 1.41 75,000,000

R-ZT—NFE+=-A=+—BRTENEREN M
BEHITEEA1 BT (ZE—LtF 1418 T)
FEA THIE AN A25F(ZE—+5F:1.8
F) o

ERZHEEERIA T )\ FEERE
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(Expressed in RMB unless otherwise indicated) (BrSA AN © AARMETIR)

22 EQUITY-SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

(c) Fair value of share options and
assumptions for share options granted on
7 August 2018
The fair value of services received in return
for share options granted is measured by
reference to the fair value of share options
granted. The estimate of the fair value of the
share options granted is measured based on
Binomial Option Pricing Model. The contractual
life of the share option is used as an input into
this model.

Fair value of share options and assumptions

BREZ A ERREBR
Fair value at measurement date
Share price

Exercise price

Expected volatility (expressed as volatility used in the
modelling under the Binomial Option Pricing Model)

Option life (contractual life used in the modelling
under the Binomial Option Pricing Model)

Expected dividends

Risk-free interest rate (based on the yields of
Hong Kong dollar swap curve)

Fortunet e-Commerce Group Limited Annual Report 2018

22 REZFERURGAERNRS (H)

(c) BREAFERR-ZF-NFNALAMRH
BRENRR

1E R B R B IR R AT AR RS < 2 FE
ERRLBEREN D FEFTE - ERLEBER
AT ENGEEIRE —BEEEEREAG
E - BEENSOFHREZREAN—HEBA

R o

Share options
granted on 7
August 2018
R=ZB—N\E
NBtHR
=% 1S AR
REtE BENAFEE HK$0.2889
0.2889 78 7T
f&E HK$0.70
0.70%87T
I E HK$1.21
1.2187T

TEHRRE) (Rl AR —IBHAREE(E
BEAIE T EEEARE ) 69.305%

fERR R (R IR B E B R
B FERERRE AEE) 4.74 years
4,744
TEHAAR B 0.00%

R R (LS e B R AR

B3R AE) 2.011%



23 DEFERRED TAX ASSETS AND LIABILITIES

(a)

(b)

The components of deferred tax
assets and liabilities recognised in the
consolidated statement of financial
position and the movements during the
year are as follows:

(Expressed in RMB unless otherwise indicated)

Notes to the Financial Statements

BT ERAR IR

(BRAEEFHAN  AAREFIR)

23 EEHEEERARE

(@) REEHBRAREIZEEHBEERERS
A RAFRZESENT :
Assets Liabilities
BE 8f
Fair value
adjustments on

property, plant and
equipment, lease

prepayments and
intangible assets
and subsequent
Credit loss depreciation and
Deferred tax arising from: Unused tax losses allowances amortisation Total
¥ BER®RME
BAEEREREN
FEFR EBEZATEABU
BLHEELR RERHEER B RHEBIEREH @t
RMB'000 RMB'000 RMB'000 RMB'000
ANRETT ARETTT ANREFTT ARETTT
At1 January 2017 WZE—t&—H—H 40,504 9,983 (8,946) 46,541
(Charged)/credited to the @uﬁ%a )/ HNGABRR
consolidated statement of  (fi{3£8(g))
profit or loss (Note 8(a)) (40,504) (9,983) 3,277 (47,210)
Decrease from disposal HERBARIZRD
of subsidiaries - - 669 669
At 31 December 2017, RZZ—t512A
1 January 2018 and =t-B -ZE-\&
31 December 2018 —A—-BR=E-N\f
+-A=1-A - - - -
Deferred tax assets not recognised (b) RERAMNELEHRBEE
In accordance with the accounting policy RIEMEE2() FTEiE st BR - mAER @5 Al
set out in Note 2(t), the Group has not ERER A - BB N AT B AR AR FE ER A A DA

recognised deferred tax assets in respect of
unused tax losses and temporary differences
of RMB468,756,000 at 31 December 2018
(2017: RMB276,296,000), as it is not probable
that future taxable profits against which the
losses and temporary differences can be
utilised will be available in the relevant tax
jurisdiction and entity. The unused tax losses at
31 December 2018 will expire on or before 31
December 2023.

WA B A 2 R IEEE TR EERE - BN
EEN - N\FE+-A=+—BXEHKI
FARTE B 18 & B A 1 = 58 A R ¥ 468,756,000
TT(ZZ—+F : AR¥276,296,000 7T ) FEwR
BELEHBEEE R-_ZE—\F+-_A=1+—
B APEHREBESER _ZE_=F1+_A4
=+—HBZRifEm °

ERZHEEERIA T FEER

e
off
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BTG R M5
(Expressed in RMB unless otherwise indicated) (BrSA AN © AARMETIR)
24 CAPITAL, RESERVES AND DIVIDENDS 24 EX - #ERERE
(@ Movements in components of equity (a) REEZBIHNES
The reconciliation between the opening and REBGEERS D NEINRFRERS 2L
closing balances of each component of the RENGE R F TR - AR FEBIZD =
Group’s consolidated equity is set out in the REYEER 2 BEFFEHHIT -

consolidated statement of changes in equity.
Details of the changes in the Company’s
individual components of equity between the
beginning and the end of the year are set out

below:
Accumulated

Share capital ~ Share premium  Capital reserve losses Total
A RDHE B Gl 2B @it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETT  ARETR  ARETR  ARETR

(Note 24(c))) ~ (Note 24(g)l)  (Note 24(g)fii)

(o)) (FisEde0)  (FisE24e))
Balance at 1 January 2017 ~ R-E-+&—-F—-Bf&H 108,209 1,021,270 238,055 (929,581) 437953

Changes inequity for 2017 A=t FHREEH :
Loss and total comprehensive  EREE R 2 ENGAE

income for the year = = = (427,463) (427,463)
Issuance of shares BRM 10,404 252,482 - - 262,886
Purchase of own shares BEABZRG

— par value paid —BfEE (639) - - - (635)

— premium paid —-Bff&E = (8,205) - - (8,205)
Effect on equity arising from HEHBAR

disposal of subsidiaries HiEny 2 - - (226,982) 226,982 =
Shares granted under the share 1B RRIE S IR

option scheme (Note 22) B (B 22) - - 31,500 - 31,500
Balance at 31 December 2017 R=ZE—+£E

TZA=t-HiEs 117,978 1,265,547 42,573 (1,130,062) 296,036
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24

CAPITAL, RESERVES AND DIVIDENDS

Movements in components of equity

(CONTINUED)
(a)
(continued)
Balance at 1 January 2018

Changes in equity for 2018:
Loss for the year
Other comprehensive income

Total comprehensive income

Issuance of warrants (Note 24(d))
Purchase of own shares
(Note 24(c)(i)
- par value paid
- premium paid
Shares granted under the share
option scheme (Note 22)

Balance at 31 December 2018

R=F-N\f-A-H
i

RZ2-N\FHERED
MR
At 2ENE

PENEER

BRI (Wirko4(0)

BABZRA
(BzE24(0))
-EfffEE
-B1EE

BEERETEIR LN
i (A 22)

R=B-NE+=R
=t-AREE

Notes to the Financial Statements
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24 EBX - RHERKRE (&)

(a) HEmIIHIEE ()

Share Share Capital Exchange Accumulated
capital premium reserve reserve losses Total
e R EE EAGE B ZHER @5t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETR  ARBTR  ARETR  AR%TR  ARETRZ  AR%TR
(Note 24(c)) (Note 24(e)(i)) (Note 24(e)(ii)) (Note 24(e)(iii)
(MfEt2d(c)  (MHEE24(e)i)  (BiaE2a(e)(ii)) (HiEE 24(e)iii))
(Mo AXeST S o (%0063 29606
- - - - (75,013) (75,013)
- - - 3,511 - 3,511
S S et S0y (1
- - 1,200 - - 1,290
(166) - - - - (166)
- (1,758) - - - (1,758)
- - 18,133 - - 18,133
(166) (1,758) 19,423 - - 17,499
117,812 1,263,789 61,996 3,511 (1,205,075) 242,033

ERZHEEERIE T )\ FEERE
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24 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(b)

()

Dividends

(i)

(1)

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

The directors of the Company do not
recommend the payment of a final
dividend for the year ended 31 December
2018 (2017: RMB Nil).

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

The directors of the Company did not
recommend the payment of a dividend
for the year ended 31 December 2017
(2016: RMB Nil).

Share capital

(i)

Issued share capital

Authorised: EE
Ordinary shares of

USDO0.01 each 2

Fortunet e-Commerce Group Limited Annual Report 2018
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b)) KE

(i) EAXAGREERRRELEAEENRE
ARRNEETRERABE-_T—N\F
T A=+—HUEFEZREERE(ZE
— 4 - ARBETL) -

(i) REFEHEZENERDTERRRE
EE—BEENRE
AABESTEBENEE=_Z—tF
T A=+ HULEFEZRE(ZZE—
F: AREZT) °

(c) MR

(i) BRITEAX

2018 2017

—E-N\F —F—+tF

No. of No. of
shares shares
BRHEE f&inEE
’000 USD’000 ‘000 USD’000
F & FEn Tz FET
5,000,000 50,000 5,000,000 50,000




24 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(c) Share capital (continued)

(i)

(ii)

(Expressed in RMB unless otherwise indicated)

Notes to the Financial Statements
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24 EBX - RHERKRE (&)

(c) BAGE

Issued share capital (continued) (i) CEBRITRAGE)
2018 2017
—E2-N\F —F+F
No. of
shares No. of shares
RGHEE BRmHEE
’000 RMB’000 ‘000 RMB’000
TR AR®Tx Tk AR®TR
Ordinary shares of BRTREBERK
USDO0.01 each, #y%5 IR E & 0.01
issued and fully paid: ETEER :
At 1 January n—A—H 1,813,509 117,978 1,671,615 108,209
Shares issued BEITRG - - 151,515 10,404
Shares repurchased BEER
(Note 24(c)(i)) (B =E 24(c)i)) (2,556) (166) (9,621) (635)
At 31 December Nt-—A=1—8” 1,810,953 117,812 1,818,509 117,978
Purchase of own shares (i) BABERH

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

Month/year £,/ A
May 2018 —T-N\&FhH
June 2018 —E—N\FXH

The repurchased shares were cancelled
and accordingly the issued share capital
of the Company was reduced by the
nominal value of these ordinary shares of
USD25,560 (equivalent to approximately
RMB166,000). The premium paid
on the repurchase of the ordinary
shares of HK$2,135,000 (equivalent
to approximately RMB1,758,000) was
charged to share premium directly.

RAFER  ARRAERBZABER
BHEBRMT :

Number Highest Lowest
of shares price paid price paid Aggregate
repurchased per share per share price paid
AR efNER [EEREST: &t
A BeER BRIKER EfHER
HK$ HK$ HK$’000
BT BT FET
715,000 1.02 0.98 718
1,841,000 1.07 0.71 1,616
2,556,000 2,334

BRI ME Frtss RAR R B BEITIRA
fh B AR FE R £ 1L & B AR 2 B 25,560
ET (HERARE166,0007T) ° BEEE
A% 2 B A% B 2,135,000 7T (4 H 7
AR#1,758,0007T) B B # B 7D @ EH
|§gc§ °

HERSBEEERAT

T \FEEHE
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24 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(d)

(e)

Warrants

On 26 March 2018, the Company entered into
a warrant subscription agreement with Century
Investment, pursuant to which the Company
agreed to issue 298,000,000 unlisted warrants
(the “Warrants”) at a price of HK$0.01 per
warrant to Century Investment. Each warrant
entitles the holder to acquire one ordinary
share in the Company at an exercise price of
HK$1.38 per share from a period commencing
on the date that is six months after the issue
date and ending on the fifth anniversary date of
the issue date.

On 18 September 2018, the Company issued
the Warrants to Century Investment. The total
amount of proceeds, net of transaction costs,
of HK$1,480,000 (equivalent to approximately
RMB1,290,000) was credited to the
Company’s capital reserve account. During the
year ended 31 December 2018, no warrants
were exercised.

Nature and purpose of reserves

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

(i) Capital reserve
Capital reserve comprises the follow:

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

the unexercised portion of the Warrants
issued.
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(d)

(e)

R EE

RZZBE—N\F=ZA=1+/"H ' &= Century
Investment AT R RAEE R E e © Bt -
RN AlE BTN RIEEE 0.01 BITHEREET
298,000,000 17 3k M sR Azt 7& ([ SR A HEE 1)
F Century Investment » FD RRAEZE T4
AEFREET BER T /NE R = B 8 R 31T
BHEEAEBF A I ERRITEE SR 1.385
TR — BRI AR o

REZZ—NA\FALA+NB  AAFRBETRE
HEZEF Century Investment ° FrSaIE A 5E ]
B 32 5 Pk 72K 51,480,000 JT (4 E A A R #E
1,290,0007T) * sF AR AR ERFEBERS © &
ZE_E-N\F+-A=+—BHILFE  WET
FERARHEE o

REZMEEREN

i) ROHEE
PRABRMEEREXRASHEE)FE2E
RAPE(—ARN—FF=ZED - BEEA
NMAERT) F 34 IREE -

(i) EXREE
BEAREERE N
EARIRBIEE 2(s) (ii) Fr il 5k ARZ 1D B A RE 2
NEEMN ST ERERNE T ARR]
BENAEEREERNRITEBRERR
HHBNAFEESRD &

BB TRBERIR TS -



24 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(e)

()

Nature and purpose of reserves
(continued)

(i) Exchange reserve

The exchange reserve comprises all
foreign exchange differences arising from
the translation of the financial statements
of operations which have a functional
currency other than RMB into RMB. The
reserve is dealt with in accordance with
the accounting policy set out in Note
2(w).

In view of the current and future
development of the Group’s businesses,
the directors of the Company consider
that the Company will generally generate
and expend cash denominated in
HKS$. Accordingly, the directors of the
Company has determined to change the
functional currency of the Company from
RMB to HK$ in 2018.

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

Capital management

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

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

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

(Expressed in RMB unless otherwise indicated)
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(e)

U]

REZHER B8 (&)

(i) ERFEE
EHFHEEERENEEY A AREN
I BEBMEBLETBRRABARE
REAERMAINEZEE - FHBEWE
2w) TS B RTBUREEE ©

ERAEEEBOE A BARRER - A
AREERARAFGEL RS BB
THENRS - Bt AR TEEDR
ER =B \FHAR TN E S A
RESE BT -

(iv) EHfbfEE
Htt N ER R IREELAEE
RBEFEMESHNIFERERMNRE
BZHEHER

HAEE
AEBEAAEE LNEERNRREAEE
B AR RATE - TRk TR
SEBBEEARESAERANREBER
A2 AR BB 3R A L A RIS AR SRR
P2 -

AEEER L E R R EREERER -

BRERSEARREBREFTKF LT Z
B ARERENEARRNESZEL 22
MR & - NS S B I  BUE T af 2
HENER -

AR A) R B AT ] B B A B3 R 1 e S SR AN

ERZHEEERIE T )\ FEERE
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25 FINANCIAL RISK MANAGEMENT AND FAIR

VALUES OF FINANCIAL INSTRUMENTS

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

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

(@) Creditrisk

Credit risk refers to the risk that a counterparty
will default on its contractual obligations
resulting in a financial loss to the Group. The
Group’s credit risk is primarily attributable
to trade and other receivables and contract
assets. The Group’s exposure to credit risk
arising from cash and cash equivalents is
limited because the counterparties are banks
and financial institutions with high credit
standing, for which the Group considers to
have low credit risk.

The Group does not provide any guarantees
which would expose the Group to credit risk.

Trade and other receivables

The Group’s exposure to credit risk
is influenced mainly by the individual
characteristics of each debtor rather than
the industry in which the debtors operate
and therefore significant concentrations of
credit risk primarily arise when the Group has
significant exposure to individual debtors. At
the end of the reporting period, 63.9% (2017:
66.6%) and 93.2% (2017: 99.3%) of the total
trade receivables was due from the Group’s
largest trade debtor and the five largest trade
debtors respectively.

Individual credit evaluations are performed
on all debtors requiring credit over a certain
amount. These evaluations focus on the
debtor’s past history of making payments when
due and current ability to pay, and take into
account information specific to the debtor as
well as pertaining to the economic environment
in which the debtor operates. Trade receivables
are due within 90 days from the date of billing.
Debtors with balances that are more than 3
months past due are requested to settle all
outstanding balances before any further credit
is granted. Normally, the Group does not
obtain collateral from debtors.
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BHREAREEREMTIANDTE

AEENAEXRBERTELREE  RPES - 7
EREBRER -

AEBAZEREASESEEZSFEBRRAZ
MEEREEBR R ERIEANT

(@) =ERK
FEERBRELX ST EEREAHE TMERAN
SEXZHMBERZRER - AEBNEERR
TERAES R EMERZIERASNEE - K
SEKERELBLESEBEENEERRE
B ARR S HARNEBRBEESEETA
HISRTT B & BOMLAE o

RSB AN R R BEE ER AV E B R R IR
EHER -

B 5 RHAAEWFIE
AEBMEERBEBZSEHSANERIER
Fisgs MIEZBEBACEMETERE
HAEBNERGCEETRBREERELEE
T i 22 K {8 51 & 75 A BB BRF 22 A o A 3R 45 F
K BHEWFIBRTERNE3.9% (—T—+4F :
66.6%) 5% 93.2% (—F—+F : 99.3%) H Hl &
RUAEBZAEZEBAMRARNEZHEBEA
HIFRIA ©

REBUBEKR—E BN LEERIMEES
NETERIEERE - ZFHETEBBAB
ERENREL RE M2 RS - Wt RfE
BARELREEBAREMELCEREARE
£t o B B EUGHIE— AR B RS B #IE 90 XA F|
H o B AERBBA3EANEREME
RAEEEB T SRBEEE—FEE - —KiM
5 ARENEEBARESEAm



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

(@) Credit risk (continued)

Trade and other receivables (continued)
The Group measures loss allowances for trade
and other receivables and contract assets
at an amount equal to lifetime ECLs, which
is calculated using a provision matrix. As
the Group’s historical credit loss experience
does not indicate significantly different loss
patterns for different debtor segments, the
loss allowance based on past due status is
not further distinguished between the Group’s
different debtor bases.

The following table provides information about
the Group’s exposure to credit risk and ECLs
for trade receivables at 31 December 2018:

Notes to the Financial Statements
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25 HREREEREMIANATEGE)

(@) FEEREER

B 5 R HEAmERFEOR (&)
AEEREENERBEREGE 2 BETE
HIEREEBRC LB EE S RE MR
AREMEE CBERRE - HRNAKE 2B
EEBERLRYERTREBADBBRTEXN
EREAZR  RipBHREFE 2 BEREE
VENARENRATFRZHE—FED

TREH#HEBAESER T N\F+_A
=t+— BB ZRUFIAMER 2 EERR &
BHEERECER

Expected Gross carrying Loss
loss rate amount allowance
FEHIES IR R REAE EiERE
% RMB’000 RMB’000
% AREFIT ARETFIT
Within 3 months =EAR 0.5% 19,616 (98)
Over 3 months but within 6 months ~ #&i@=1& B8
DRMEAR 10% 765 77)
Over 6 months but within 1 year HBiENE AR
LR+ @A 15% 199 (30)
20,580 (205)

The expected loss rates are based on actual
loss experience adjusted to reflect differences
between economic conditions during the
period over which the historic data has been
collected, current conditions and the Group’s
view of economic conditions over the expected
lives of the receivables.

BEHMERXREBERBRSRELAR UK
RERFBERBIREANZ QBN - ERk
LR A B e M R 2 TRER SR R 2 B AROR
ZERZBzZER -

—E)\FEERE
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157



158

Notes to the Financial Statements

BTSRRI RE

(Expressed in RMB unless otherwise indicated) (BrSA AN © AARMETIR)

25 FINANCIAL RISK MANAGEMENT AND FAIR 25 BERREERESHMIAENATEE)
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)
(@) Credit risk (continued) (@) FEERR(E)

Comparative information under HKAS 39
Prior to 1 January 2018, an impairment loss
was recognised only when there was objective
evidence of impairment (see Note 2(k)(i) —
Policy applicable prior to 1 January 2018).
At 31 December 2017, trade receivables
of RMB3,399,000 were determined to be
impaired. The ageing analysis of trade debtors
that were not considered to be impaired was
as follows:

EBSHEAIFEIRIE N 2Lk BER
RZZE—N\F— A Bl BESEEELR
WEZ BERE (RWEF2K )R 22— \F
—HA—BREAZER)KIEHER - NZF
—tF+-A=+—H EBEHEWKBARE
3,399,000 TE T AFE ° R AEBERERE
URBR SR BRER D AT IO T

2017
—g—+t%
RMB’000
ARSF R

1-30 days past due #HEI1 £ 30K 897

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

Movements in the loss allowance account in
respect of trade and other receivables during
the year is as follows:

ERMERREZEBRHAEETELE,H
B - ZERPEREESRFERA - RIB
BELR  BEEERSBANZTERELE
HEG RARGEERUEEAES  BF
FHEKIDPR ST E -

FREBE S REMEWGIEREERHRE
£ N

2018 2017

—E-N\EF —E—+F

RMB’000 RMB’000

AR®TR ARETIT

Balance at 1 January n— A—BHr & 43,529 408,310

Impairment losses recognised/ FAEBRRERE

(reversal of impairment losses) OREREs1ERE) (FiFE6)

during the year (Note 6) 26,504 (5,684)

Amounts written off during the year FAMEES (93) (108)

Decrease from disposal of subsidiaries & iE 2 a2 - (358,989)

Exchange adjustments b H 695 -

Balance at 31 December R+ -—A=+—HH&s 70,635 43,529
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25 FINANCIAL RISK MANAGEMENT AND FAIR

VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(b) Liquidity risk

The treasury function is centrally managed
by the Group, which includes the short term
investment of cash surpluses and the raising of
funds to cover expected cash demands. The
Group’s policy is to regularly monitor its liquidity
requirements and its compliance with lending
covenants, to ensure that it maintains sufficient
reserves of cash and adequate committed lines
of funding from major financial institutions to
meet its liquidity requirements in the short and
longer term.

The following table shows the remaining
contractual maturities at the end of the
reporting period of the Group’s non-derivative
financial liabilities, which are based on
contractual undiscounted cash flows (including
interest payments computed using contractual
rates or, if floating, based on rates current at
the end of the reporting period) and the earliest
dates the Group can be required to pay.

(Expressed in RMB unless otherwise indicated)
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PHEAREERESHMITANDFE(E)

(b) RBESER
BENERAEETRER - BFEHES AR
MHIRE  URBRESUREEHREH
Ko AEENBREZTHERRDESHTR
REFZHHEITER - WERERZHIRE
s BEX2omEBEAmREETMNRER
B KMENEHEERERDESRE

TRINFAEERBFERRREORERAS
mE(BRERAQN XK (WETEE)NERE
HAR 938 B N RSt B9 M B A 50 st BB IEDT
ETRAENRISREOHR - URAKEARE
BAEFANREES -

2018
—E-N\F
Contractual
undiscounted
cash outflow

within 1 year Carrying
or on demand amount
—FR
RIRERM
EHRITR
BHE&RE SRMEE
RMB’000 RMB’000
ARMT T AR¥T T
Trade and other payables measured Iz At 2R E 5
at amortised cost R E b R FIR 4,747 41,747
Convertible bonds AR ES 48,882 44,363
— liability components — &R
90,629 86,110

ERZHEEERIE T )\ FEERE
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25 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(b) Liquidity risk (continued)

Trade and other payables REEN A ENE S
measured at amortised cost REMERFIR
Convertible bonds RRES
- liability components -aEHn

(c) Interest rate risk

Interest rate risk is the risk that the fair value of
future cash flows of a financial instrument will
fluctuate because of changes in market interest
rates. The Group’s interest rate risk arises
primarily from interest bearing borrowings.
Borrowings issued at variable rates and at
fixed rates expose the Group to cash flow
interest rate risk and fair value interest rate risk
respectively.
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(b) REESER (&)
2017
—TtF
Contractual undiscounted cash outflow
BRRTREA R
More than
Within 1 1 year but
year or on less than Carrying
demand 2 years Total amount
—FR —F LR
HIREX RET Bzt FREE
RMB’000 RMB’000 RMB'000 RMB’000

ANRETT AEBTT ARBTT ARBTT

27,686 = 27,686 27,686

8,494 69,589 78,083 59,031

36,180 69,589 105,769 86,717
(c) FEEE

FEARALBTANKIASREY ATE
B ETISHE M BB THRBER - AEE N
HERRTERATBER  FOAEREE
FRERHREAEBAT RS 7R AEER
RATEFERR -



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

(c) Interest rate risk (continued)

Interest rate profile

The following table details the interest rate
profile of the Group’s borrowings at the end of
the reporting period.

Fixed rate borrowings: EERNRER :

Convertible bonds-liability AR ES
components —BEHs

Fixed rate borrowings B E R RE AL
as a percentage of BRAEED

total borrowings

(d) Currency risk

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

(i) Recognised assets and liabilities

In respect of receivables, payables and
borrowings denominated in foreign
currencies, the Group ensures that the
net exposure is kept to an acceptable
level, by buying or selling foreign
currencies at spot rates where necessary
to address short-term imbalances.
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25 HREREEREMIANATEGE)

(c) FIRmEE ()

R R=AER
TRFAANEE RIS BRAOEKA RN -

o e

2018 2017
—E-N\F —E—tF
Effective Effective
interest interest
rate rate
BBRFIE B A=
% RMB’000 % RMB’000
ARBT T ARETIT
24.58% 44,363 22.44% 59,031
100% 100%

(d) EXER
AREBEMEEBRE E K ERAINE (BIE T
SEBEGNEEBAINGEE ) EE I
FIE - ENFERACEHREEEERE - &
BZzRBRNEEEBAET BT - AEER
AR AR ERZER

() CEIEERAE
SLASNESHE R B URIR - BN FIAE R
ERME - AREBBFORGHPT T
AR FERRAEEERINENTR
FERAE S RS )RR AT SKF

—E)\FEERE
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25 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(d) Currency risk (continued)

(i)

Exposure to currency risk

The following table details the Group’s
exposure at the end of the reporting
period to currency risk arising from
recognised assets or liabilities
denominated in a currency other than the
functional currency of the entity to which
they relate. For presentation purposes,
the amounts of the exposure are shown
in RMB, translated using the spot rates at
the end of the reporting period.

Cash and cash equivalents
Trade and other receivables
Trade and other payables
Convertible bonds

Gross exposure arising
from recognised assets
and liabilities

Re MRS EHERR
85 R EMEYKHA
B 5 RAMENTA
AR ES

ERREELAR
ELHERSE
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25 BiXREREERSBMIAENATEE)
(d) E¥EkE(E)
(i) MEERHNEXES
TREFMAEERRERRAUGHEE
B EB N EETIENEERE
EXBEMEENEERE - AT
iR AR S EEE A RS B R BN HARE
RPFrE  UARBIR -
2018 2017
—E-N\E —ZT—+5F
usb HK$ UsD HK$
Y BT e BT
RMB’000 RMB’000 RMB'000 RMB'000
ARETT ARETT ARETTT AREFTT
5,905 1,299 35,755 200,707
- - = 32,792
- - = (903)
(44,435) - (85,075) -
(38,530) 1,299 (49,320) 232,596
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BT ERAR IR

(Expressed in RMB unless otherwise indicated) (BrBAEAIN + UARKEFIR)
25 FINANCIAL RISK MANAGEMENT AND FAIR 25 B¥EMREEREMIANATE(E)
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)
(d) Currency risk (continued) (d) E¥EkE(E)
(ii) Sensitivity analysis (i) HBREDW

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

TRIVRERRPTA A o 2 B 75 A
B NG B s BRI E ROk B W |

HHBEARARBREASERTEERRR
FTEIBE L MBI E) o

2018 2017

—E-N\F —T—tF
Increase/ Increase/
Increase/ (decrease) Increase/ (decrease)
(decrease) in loss (decrease) inloss
in foreign  after tax and in foreign after tax and
exchange accumulated exchange accumulated
rates losses rates losses
BHEESR Rk
HNEER REHER HNERER REGER
E#/(FRe)  #m/(HD)  EA/(FE)  En/08)
RMB’000 RMB'000
ARETR ARETT
usb T 5% 1,927 5% 2,466
(5%) (1,927) (5%) (2,460)
HKS$ BT 5% (65) 5% (11,630)
(5%) 65 (5%) 11,630

Results of the analysis as presented in
the above table represent an aggregation
of the instantaneous effects on each
of the Group entities’ loss after tax
and accumulated losses measured in
the respective functional currencies,
translated into RMB at the exchange
rates ruling at the end of the reporting
period for presentation purposes.

ERAMERBEAEE R ERZEH
D BB ENRRREBRRREE
SEEMABSTERE  WHETIRNEK
EMRNEXTBRESARE -

ERZHEEERIE T )\ FEERE
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(Expressed in RMB unless otherwise indicated)

(BR=EFAIN - AAREFIR)

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

(d) Currency risk (continued)

(iii) Sensitivity analysis (continued)

The sensitivity analysis assumes that
the change in foreign exchange rates
had been applied to re-measure those
financial instruments held by the Group
which expose the Group to foreign
currency risk at the end of the reporting
period, including inter-company payables
and receivables within the Group which
are denominated in a currency other than
the functional currencies of the lender or
the borrower. The analysis is performed
on the same basis for 2017.

(e) Fair value measurement

(i)

Financial assets and liabilities
measured at fair value

Fair value hierarchy

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

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

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

(d) E¥EkEER)

(iii)

HRED T (&)
FRENMBREEBEXRZSH S
BAREMFSAEERNREHREY
SNERRMZEERT A BHRAKE
NREIRMNAE TS EL N EE NI ZE
BEE R RN R R UK - bt o3 7 82
— T FERAERIER -

(e) AFEFE

(i)

UAPEFAENEREERES

DFEER
TREJINBERARUNEEEEEASE
NEMTAQTE RESUBHREE
AIE 13 A FEFEMATERAFESFR
DR=MAZF - AFESRFTEND R
RBEERMER AR LBE
NERELERE  HIWMT

~  E—RME: FRAE-ERAR
- BiARAEN A ENG B A
R BIH I A BB RE 22
FE -

—  HBRHE: MRS KB ARE
(BNBR 3 — B HMOAT B8 A
) ATEREETATBREA
BT E N TE - TAIBREAH
IR EANTISEIBERG AR
%



25 FINANCIAL RISK MANAGEMENT AND FAIR 25
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)
(e) Fair value measurement (continued)
(i) Financial assets and liabilities
measured at fair value (continued)
Fair value hierarchy (continued)
= Level 3 valuations: Fair value
measured using significant
unobservable inputs.
Recurring fair value REEDAFETE
measurement
Financial assets: SREE :
- Held-for-trading investments —BER AR
(Note 18) " E (fzE18)
Financial liabilities: TRAE
— Derivative components = —Hﬁﬁﬂ E:0)
of convertible bonds METEHRS
(Note 21) (FftzE21)

During the years ended 31 December
2018 and 2017, there were no transfers
between Level 1 and Level 2, or transfers
into or out of Level 3. The Group’s policy
is to recognise transfers between levels
of fair value hierarchy as at the end of the
reporting period in which they occur.
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BT ERA IR

(Expressed in RMB unless otherwise indicated) (Br BB EEIN - UARKETIR)
BERBREERESRTENATE (&)
AFEE (F)
DATEFENSREENESSE (H)
AFEER (FE)
— FZRHE: NREETAHER
ABEET 2 AT(E ©
Fair value
measurements
Fair value measurements at 31 December
at 31 December 2018 2017
categorised into categorised into
R-Z—+F
+=A=+—8H
R-E-N\F+=A=+—H DER=1EER
PEA=EERNOTETE FOVNSRIEE Jrg
Level 1 Level 3 Level 3
E—& B=R B
RMB’000 RMB’000 RMB’000
AR¥ETR AR®T R ARETTT
3,062 - -
- 72 26,044
= + H iif EF— i&&i%:%ﬁZF‘ﬁ
A S ol W A ZE = AR A o
REB BRI RN EERNFESRHE

Z BB RS HIREREREER

SERSBEEERAH

T \FEERE
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(Expressed in RMB unless otherwise indicated) (BrSA AN © AARMETIR)

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

(e)

Fair value measurement (continued)

(i)

Financial assets and liabilities
measured at fair value (continued)

Information about Level 3 fair value
measurements

Derivative components of
convertible bonds
A RESFRITES D

The fair values of the conversion options
embedded in the convertible bonds are
determined using the 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. At 31 December
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 RMB95,000 (2017: RMB951,000),
whereas a decrease in the expected
volatility by 5% would have decreased
the Group’s net loss by RMB60,000
(2017: RMB1,125,000).
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PHEAREERESHMITANDFE(E)

() 2AFEFEGER)

() HUATEFENSREERES(E)
FHE=RAFEFENER
Significant
Valuation unobservable Weighted
technique input average
BATA
ERN BREASE It 15
Binomial lattice Expected 42.33%
model volatility
—IE= T8 ER 8
Bhk AR

A AR & 25 BR A RO IR AR HE Y A B Th 8%
R-EABEEXETE  MAFEFTE
T 2 ERT A B A SUR ATEHR
g o A E=HETBHRIREZ EFEEE
BReR—ZE—N\F+_A=+—"H 4
eSS EFTE  BHKIE L
5% 15 BN & B B 1B F R i A R &
95,000 L(=F—+4%F : AR¥ 951,000
JL) ¢ MIEERR IR N FR5% i B AN & E 1)
EEFRm > ARE 60,0000 (ZF—+
F: AR#¥1,125,0007T) °



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

(e) Fair value measurement (continued)

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

Information about Level 3 fair value
measurements (continued)

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

Notes to the Financial Statements

BT ERAR IR

(Expressed in RMB unless otherwise indicated) (BRBAEAEIN + AAREZITR)

25 HHEMEERSEMIAENDTEGE)
(e) 2FEFEGHE
() HUATPEFENESREEREE(H)
FRF=RLOFEFENER (8

FRRFEFELHROFAZSHIT

2018 2017
—E-N\F —ET—tF
RMB’000 RMB’000
AR¥TR ARBT T
Derivative components AR ESFNITETATS :
of convertible bonds:
At 1 January n—H—H 26,044 48,941
Addition through issuance BB TR ES AN
of convertible bond - 27,449
Changes in fair value recognised FARIERERH AT EE
in profit or loss during the year (26,438) (82,401)
Exchange adjustments BEE 5 & 1,350 (1,625)
Redemptions, extinguishment fER © BERER AR ES
and recognition of convertible
bonds (884) (16,320)
At 31 December R+—_A=+—H 72 26,044

(i) Fair values of financial assets and
liabilities carried at other than fair
value
The carrying amounts of the Group’s
financial instruments carried at cost or
amortised cost are not materially different
from their fair values at 31 December
2018 and 2017.

() LFBAFENEHSHEERAEY
AT

RZE—NEFEER_F—+F+_=A
=+—H  AEB KA K AT
RERemTARMEREEQNFETES
AERE o

HERSBEEERAT

T \FEEHE
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(Expressed in RMB unless otherwise indicated) (B SBAAIN - AARMEFITR)
26 COMMITMENTS 26 EiE
Operating lease commitments REHERE
At 31 December 2018, the total future minimum RZZBE—N\F+_A=1+—H  BETAIHHELE
lease payments under non-cancellable operating HERMOARFKERSEZENT ¢
leases are payable as follows:
2018 2017
—E-NF —E—tF
RMB’000 RMB’000
ARET ARETT
Within 1 year 1FERN 10,251 15,685
After 1 year but within 5 years 1 FEDREF 1,457 17,266
11,708 32,951
The Group leases certain office premises under AREBERBEEHERRETHAEY S - 25H
operating leases. None of the leases includes EMIBESAEE -
contingent rentals.
27 MATERIAL RELATED PARTY 27 EXRBEAIRS
TRANSACTIONS

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

(@) Transactions with the equity shareholders
of the Company
Details of guarantees provided by an equity
shareholder of the Company for the Group’s
convertible bonds are set out in Note 21.

Details of issuance of warrants to an equity
shareholder of the Company are set out in Note
24(d).

Fortunet e-Commerce Group Limited Annual Report 2018
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27 MATERIAL RELATED PARTY
TRANSACTIONS (CONTINUED)

(b) Key management personnel remuneration
Remuneration for key management personnel,
including amounts paid to the directors of the
Company as disclosed in Note 9 and certain
of the highest paid employees as disclosed in
Note 10, is as follows:

Short-term employee benefits
Contributions to defined
contribution retirement plans

Equity-settled share-based EmEE

payment expenses (Note 22)

(c) Applicability of the Listing Rules relating to
connected transactions
The related party transaction in respect of
issuance of warrants to an equity shareholder
of the Company above constituted connected
transactions as defined in Chapter 14A of the
Listing Rules. The disclosures required by
Chapter 14A of the Listing Rules are provided
in section Connected Transactions of the
Directors’ Report.

The related party transactions in respect of
guarantees provided by an equity shareholder
of the Company for the Group’s convertible
bonds are exempted from the disclosure
requirements in Chapter 14A of the Listing
Rules.

R B =R
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(Expressed in RMB unless otherwise indicated) (kBB - UAREETI|IR)

27 EXBABAXRS (&)

(b) EEREEANSHMH
R EEABFM (215 *E9Fﬁ?&éé.<§i1‘f%$
NEIEEN BN 10 IR EE T &S H M
EE)WT :

2018 2017
—E-N\E —T—+F
RMB’000 RMB’000
AR®T T ARBTIT
7,704 4,888

R E HERGRIRETEI (R
83 67

VARG 15 B Rt

2SR (F1sE22) 18,133 19,314
25,920 24,269

() LHRAAERERZHERME

iﬁﬁﬁﬁmﬁﬂzﬁﬁﬁ—%ﬁﬁﬁﬁféﬁa ) s R Y

FRGEKR ETRAE14AZERENBER
% ERANFEMAERENREREETZ R
LB G —Ttedt o

AR B — 4 B A S B AT AR R R R
KRB 5 %2 5 B8 P TR BISE 14A RO
BT -

ERZHEEERIE T )\ FEERE
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28 THE COMPANY’S STATEMENT OF

FINANCIAL POSITION

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

Current assets
Amounts due from subsidiaries
Other receivables
Held-for-trading investments
Cash and cash equivalents

Current liabilities
Amounts due to subsidiaries
Other payables
Convertible bonds

Net current assets

Total assets less current liabilities

Non-current liability
Convertible bonds

NET ASSETS

CAPITAL AND RESERVES
Share capital
Reserves

TOTAL EQUITY

(BR=EFAIN - AAREFITR)

28 ARAHBARREK

Note
BisE

FRBEE

W% - BB KRER
RITBRRIRE 15
ERT—HHE AR

REBEE

& T Bt B8 /2 R R0
H At fE M IR
FER DRz 2 A
R MREFEEAR

REBEE

JEAHF B A = RIE

E b eSS FIE

AR ES 21

RBEEFE
REERRBRE

SR
TRBES 21

BEFE
BARK#E 24
L@
fé
s

2018 2017
—B-N\EF —TtF
RMB’000 RMB’000
ARBFR ARBFT

2,645 3,470
40,113 40,113
13,827 42,440
56,585 86,023
132,564 39,539
33,858 32,755
2,909 -
73,788 226,624
243,119 298,918
7,053 149
6,183 3,681
44,435 -
57,671 3,830
185,448 295,088
242,033 381,111
- 85,075
242,033 296,036
117,812 117,978
124,221 178,058
242,033 296,036

Approved and authorised for issue by the board of
directors on 15 March 2019.

Yuan Weitao
Director

Cheng Jerome
Director (Chairman)
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30

31

32

NON-ADJUSTING EVENT AFTER THE
REPORTING PERIOD

On 31 January 2019, the Company announced that
PCL, an indirect non-wholly owned subsidiary of the
Company, entered into separate agreements with
three independent parties, pursuant to which PCL
will issue an aggregate of 84,109,692 new ordinary
shares at a total subscription consideration of
RMB300,000,000 to the above investors.

COMPARATIVE FIGURES

The Group has initially applied HKFRS 15 and
HKFRS 9 at 1 January 2018. Under the transition
methods chosen, comparative information is not
restated. Further details of the changes in accounting
policies are disclosed in Note 2(c).

IMMEDIATE AND ULTIMATE HOLDING
COMPANY

The directors of the Company consider the
immediate and ultimate holding company of the
Company at 31 December 2018 to be Century
Investment, which is incorporated in the British
Virgin Islands. This entity does not produce financial
statements available for public use.

POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE
YEAR ENDED 31 DECEMBER 2018

Up to the date of issue of these financial statements,
the HKICPA has issued a number of amendments,
new standards and interpretations which are not
yet effective for the year ended 31 December 2018
and which have not been adopted in these financial
statements. These include the following which may
be relevant to the Group.

(Expressed in RMB unless otherwise indicated)
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BT ERAR IR

(BRAEEHAN - AARESIR)

FPBBERREE

R_FB-AF— H_+ B AREIEM  AAQ

7%&%£§W§ DBE=FBIANLFIZ
EBR %%m'ﬁ% DBBRERBEARE

300,000,000 731 T4 £ 84,109,692 A& ¥ & Ak T =
MREE

BT
AEER -_ZT-N\F—-A—-BEREREBMBER
HEAFASR L BBMHHRELERF IR - RIFATE

B2BEEE UVESIHILKEN - FHAE
B E—THBRERME2C)

SRS

EERBRERAT
ARTEERA R-F—NE+-A=+—

B - ZIK A B B B & & KRR A A ACentury
Investment @ FZ A IR EB R LB E ML
BN M R B AT A B (E MBS IS SRR o

u% =8

BE_Z—\F+_A=1+—HIEFESEME
h*iﬁmwT A EARRBOETSE

BEAMBHRRTNELHMRIL  FESHAMLSE
BHREBE_T— \F+-_A=+—BLEFEHK
ERHE TIER] - #a] BRI K28 - HEXPBR
RAEAREA - ZFER B 50 gL ZALEE
A& o

Effective for
accounting periods
beginning on or after
R TFI B Eisk 2 &
R 46 A F [ BRI AR 2K

HKFRS 16, Leases
BB BHmELENE 165 HE

HK(IFRIC) 23, Uncertainty over income tax treatments

8 (BRM RS

Annual Improvements to HKFRSs 2015-2017 Cycle
BN mEEN_—_E—hEFE_F

BBZRER)F 2% - MFHEENTHEE L

—EFERNFRIGE

1 January 2019
—hEF—H—H

1 January 2019
—hF—HA—H

1 January 2019
—hEF—H—H

ERZHEEERIE T )\ FEERE

171



172

Notes to the Financial Statements

BTSRRI RE

(Expressed in RMB unless otherwise indicated)

32

POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2018
(CONTINUED)

The Group is in the process of making an
assessment of what the impact of these
amendments, new standards and interpretations
is expected to be in the period of initial application.
So far the Group has identified some aspects of
HKFRS 16 which may have a significant impact
on the consolidated financial statements. Further
details of the expected impacts are discussed
below. While the assessment has been substantially
completed for HKFRS 16, the actual impact upon
the initial adoption of this standard may differ as
the assessment completed to date is based on the
information currently available to the Group, and
further impacts may be identified before the standard
is initially applied in the Group’s interim financial
report for the six months ending 30 June 2019.
The Group may also change its accounting policy
elections, including the transition options, until the
standard is initially applied in that financial report.

HKFRS 16, Leases

As disclosed in Note 2(j), currently the Group
classifies leases into finance leases and operating
leases and accounts for the lease arrangements
differently, depending on the classification of the
lease. The Group enters into some leases as the
lessor and others as the lessee.

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

THE YEAR ENDED 31 DECEMBER 2018
(CONTINUED)

HKFRS 16, Leases (continued)

HKFRS 16 will primarily affect the Group’s
accounting as a lessee of leases for properties
which are currently classified as operating leases.
The application of the new accounting model is
expected to lead to an increase in both assets and
liabilities and to impact on the timing of the expense
recognition in the statement of profit or loss over the
period of the lease.

HKFRS 16 is effective for annual periods beginning
on or after 1 January 2019. As allowed by HKFRS
16, the Group plans to use the practical expedient
to grandfather the previous assessment of which
existing arrangements are, or contain, leases.
The Group will therefore apply the new definition
of a lease in HKFRS 16 only to contracts that are
entered into on or after the date of initial application.
In addition, the Group plans to elect the practical
expedient for not applying the new accounting model
to short-term leases and leases of low-value assets.

The Group plans to elect to use the modified
retrospective approach for the adoption of HKFRS
16 and will recognise the cumulative effect of initial
application as an adjustment to the opening balance
of equity at 1 January 2019 and will not restate the
comparative information. As disclosed in Note 26,
at 31 December 2018 the Group’s future minimum
lease payments under non-cancellable operating
leases amounted to RMB11,708,000, the majority
of which is payable within 1 year after the reporting
date. The initial adoption of HKFRS 16 is not
expected to have a significant impact on the opening
balance at 1 January 2019.

Other than the recognition of lease liabilities and
right-of-use assets, the Group expects that the
transition adjustments to be made upon the initial
adoption of HKFRS 16 will not be material. However,
the expected changes in accounting policies as
described above could have a material impact on the
Group’s financial statements from 2019 onwards.

(Expressed in RMB unless otherwise indicated)
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BE-—2—\F+-A=+—ALEECRHE
SRERBET - ST RURER R

ERMBHREEAE 165 - HE (H)

BRI HREENFE 16 BEEEFEREEELAA
KAEMBARYE  BEEZERESBEAKLEN
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FERREHAEREEEEEMES
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5-Year Financial Summary
hEFEIGRHE

Year ended 31 December
BZEZ+t=-A=+—HIEE

2014 2015 2016 2017 2018
—T-F —“E-RHF —T-RF —T—tF ZB-N\F
RMB’000 RMB’000 RMB’000 RMB’000  RMB’000
ARETIT ARBTE ARETT ARBTT AR®TR
(restated)
€ ==x7l))
RESULTS S
Revenue 1N 336,928 170,355 385,468 167,632 50,977
Loss before taxation BT RIE R (409,202) (631,217) (265,879) (152,471) (263,896)
Income tax (expense) credit FT5%: (FAsZ ) % 270 16,264 25,512 (47,210 -
Loss for the year FRNETIE (408,932 (614,953) (240,367) (199,681) (263,896)
At 31 December
R+=HA=+—8H
2014 2015 2016 2017 2018
—T-WOF —“E-RF —“T-RF —T—tF ZB-N\F
RMB’000 RMB’000 RMB’000 RMB'000  RMB’000
ARETT ARBTRE ARETT ARBTT AR®TR
(restated)
(gg&=751)
ASSETS AND LIABILITIES ¥ER &1&
Total assets BEMBE 1,017,913 776,118 733,837 451,569 177,425
Total liabilities AfEBEE (584,685) (704,027) (647,224) (119,171) (87,913)
Net assets & EFE 433,228 72,091 86,613 332,398 89,512

Fortunet e-Commerce Group Limited Annual Report 2018
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