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Management Discussion and Analysis

THEWE S

BUSINESS REVIEW

The Group has capitalised on its years of experience in the
e-commerce business, which has enabled the Group to grasp
market opportunities and enter the digital points business
segment and industry. In the second half of 2017, the Group
formed the Changyou digital point business ecosystem alliance
(the “Changyou Alliance”) with 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. With an aim to integrate the digital membership points,
resources and strategic advantages of the business partners in the
Changyou Alliance, the Group has developed an electronic trading
platform, the Changyou platform. The Group strives to develop the
Changyou platform as an integrative and secured platform, so as
to preserve and maximise the value of points as virtual assets for
the platform users.

With the development of blockchain technology, digital assets
have received increasing attention from the industry. By leveraging
advanced technologies such as blockchain and big data, the
Changyou Alliance aims to develop a global financial platform for
the issuance, circulation, trading, storage and payment settlement
of blockchain tokenisation of assets.

Since the launch of the Changyou platform, the platform has
undergone rapid development, with an increasing number
of users, more diversified products and services, as well as
optimised business models and consumption scenarios. The total
revenue from the business operations of the Changyou Alliance
and the Changyou platform (the “Digital Point” business) was
approximately RMB36.8 million for the six months ended 30 June
2019 (the corresponding period in 2018: approximately RMB5.0
million).

The gross merchandise volume of the Digital Point business
amounted to approximately RMB81.2 million for the six months
ended 30 June 2019 (the corresponding period in 2018:
approximately RMB54.9 million), representing a significant
increase of approximately RMB26.3 million (approximately 48%)
over the corresponding period last year. The Group is currently
negotiating with a number of potential business partners to further
optimise the Changyou platform and expand its business scope to
other sectors.
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Finance Services

With the improvement of China’s financial market and the rapid
development of information technology, the “pan-financial” era
has arrived with numerous emerging internet financial models.
Changyou is dedicated to the issuance, trading, exchange and
settlement of digital points with the hope of creating a forward-
looking commercial financial platform. Users can monetise
Changyou points via Changyou Pay (#5 1) on the Changyou
platform. Changyou Pay also enhances the standardised, low-
cost and efficient Changyou points services for small and medium
enterprises.

Point payment business

The Group offers points consumption services and points cashier
output services. During the first half of 2019, the Group optimised
the offline scan-and-pay business as well as product management
and reconciliation for merchants, which have become the core
products for merchants on Changyou. To expand its income
sources and integrate payment capabilities, the Group has
expanded its cooperation channels and the sales scope of the
products in the scan-and-pay business, as well as its income
sources. For the six months ended 30 June 2019, the total
transaction amount from the point payment business exceeded
RMB60 million.

Loan business

The Group provides loan product and credit card recommendation
services for platform users, and allows payment by instalment for
products and services on the Changyou platform. The Changyou
platform has increased the promotion of its cooperation and
developments in relation to various loan products, such as
the introduction of credit card instalment plans which may be
accessed by end-users through mobile applications, in order to
receive more credit card instalments.

Asset management business

The Group selects financial products and services ranging from
insurance, funds and wealth management to smart investment
advisory services. The Group has strengthened its promotion
of credit cards and insurance products. The Group has also
launched car insurance and insurance products which are
redeemable with Changyou points, which aims to attract more
diversified investment from users through these various types of
products.
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Management Discussion and Analysis

EEEN Wk

Retail

To cater for the current consumption trends and improving quality
of life in China, Changyou’s points mall has introduced various
differentiated and high-quality products to the Changyou platform
via a vertical business cooperation model of “introducing new
merchants” (FBEAEE + £1#) with popular social e-commerce
platforms in China. In the Changyou points mall, users can
purchase goods and services of other e-commerce platforms
with Changyou points. The Group will then make online rebate
settlements with such cooperation platforms after calculation of
the customers’ consumption of the products and services.

The retail segment is the foundation of the Changyou platform
with a focus on increasing the variety of goods, necessities and
improving the quality of services available on the platform. During
the first half of 2019, the Group achieved positive results in the
points mall business through the cooperation with third parties and
expansion of marketing tools.

In the first half of 2019, the Group focused on expanding
e-commerce consumption and video leisure products. The Group
has introduced top brands, goods with high trading volume to the
Changyou points mall, and improved strategic planning for each
product category and brand. The Company also implemented
precise management plans for various merchants.

The Group has improved the integration of the coupon and points
rebate system in the Changyou points mall, encouraged users to
pay with Changyou points, and streamlined the process of adding
merchants’ products to the points mall system. In additions, the
Group completed a flash sale campaign and has also developed
the distribution function of cloud stores, integrating the rebate
system into the membership system and the members-only
shopping zone.

Fortunet e-Commerce Group Limited Interim Report 2019
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Games and entertainment

To further make the Changyou platform available to a wider
customer base and expand the scope of the points business, the
Group continues to develop the points business in the games and
entertainment scenario, including self-developed games, external
games and action games.

The Changyou platform has created a new points business
through, among other things, Changyou points lucky draws and
online claw crane machines. To better serve its users, Changyou
has consistently applied the business philosophy of “making
each point more valuable” and will continue to promote the
“Changxiangjia” ([# %% ]) membership system. In addition to
self-developed online games, the Changyou platform also intends
to cooperate with various game platforms to co-publish games on
the Changyou platform and other channels.

Cooperation with sales channels

In the first half of 2019, the Group has been negotiating and
collaborating with a number of institutions to implement “pay-by-
points” and “scan-and-pay” businesses.

In the first half of 2019, the technical department of the Group
has been active in upgrading the technical infrastructures of
the Changyou platform, including constructing blockchain
infrastructures, applying blockchain technology to real-world
scenarios, facilitating and enhancing the infrastructure for the
equity asset trading business, and refining the research and
development process. Through these efforts, the Changyou
platform aims to provide users with a faster and more secured
user experience, improving customer stickiness and engagement,
thereby improving marketing efficiency. The marketing and
operation departments have enhanced the brand value and the
Company business development and long-term value through
marketing promotions and events, as well as brand-building
and public relations activities. These efforts have enabled the
Changyou platform to reach and serve more individual and
enterprise customers.

FINANCIAL REVIEW
Revenue

The Group recorded a consolidated revenue of approximately
RMB36.8 million (30 June 2018: approximately RMB5.6 million),
representing an increase by approximately 556.3% as compared
with the corresponding period in 2018. The increase in revenue
was mainly attributable to the increase in revenue from the retail
segment of the Changyou platform.

Management Discussion and Analysis

EEEN WKk

TR IR

RTE-TECHTREEESNERPER  UARBRED X
B5 AERRBEEEBRREHBSSPERENES - B
BAtEEE - 5l ABERUA KR B RS -

BHTEBBEHESME  LREERSITERDHESSH
1% BT MAPRHEERS  GHERE [EE—HHMEEE
BINEZED HEREIBEER]I S8R - KT aTHER
EEESN R TPRRESERTAHREAERER  BBEAE
¥ eRPMARREETHERE S HITER -

REBHE

RoB—hF E¥E  AEEEADERE TRBERRAE
BRERS XN - BBLAELY -

TE-NF RS ARENRIAIT - ERER AL BT AR
MERRER - SEEREREERRE  BRAERINER
REBRIZR  HERKERaEEXHEBNER =22 E
R BRSEMNAPESERE FX2AEEENA
Pk KmEsAPMEERE  E—FPRSEHEE T
SR B S BAEBTISEE - (TIHEE  REERLARER
EFTHAZEET - RIMGHMEEE  DHEBEE - BILQF
RHEBE BHHTAERBEZER  BEZANEEZHERN
Mg -

W EIRE
L'ON
AEEHFSEEBRANAREBSEST(ZE—FRA=T

H:HWARKS6EEL)  BR-ZT—/\FRIEEINK556.3% ° I
NENFE BERREHFETERROBA L -

ERSBHEEFRAT
@ @

—E-AFHHRE

7



8

Management Discussion and Analysis

EEEN Wk

Gross profit

Gross profit for the six months ended 30 June 2019 amounted to
approximately RMB3.6 million (30 June 2018: approximately 1.3
million). The increase in gross profit in 2019 was attributable to the
increase in revenue from Digital Points business.

Other income

Other income of the Group for the six months ended 30 June
2019 amounted to approximately RMB2.6 million (30 June 2018:
approximately RMB1.5 million), which mainly consists of interest
income. Detailed breakdown is disclosed in the note 5 of the
interim financial report as disclosed in this report.

Impairment losses

Impairment losses of the Group for the six months ended 30 June
2019 amounted to approximately RMB8.0 million which mainly
represent impairment losses on a loan to a third party (30 June
2018: approximately RMB23.0 million).

Selling and distribution expenses

Selling and distribution expenses of the Group for the six months
ended 30 June 2019 decreased to approximately RMB20.5
million (30 June 2018: approximately RMB63.6 million) was
mainly attributable to reduced sales and promotion activities for
Changyou platform during the six months ended 30 June 2019.

Administrative expenses

The Group’s administrative expenses for the six months ended
30 June 2019 decreased to approximately RMB29.8 million,
as compared to RMB33.4 million for the corresponding period
in 2018. The administrative expenses slightly decreased
approximately 10.6% when comparing with the respective period
in 2018. The decrease was mainly attributable to the cessation of
the operation of e-commerce business in 2018.

Research and development costs

Research and development costs of the Group for the six months
ended 30 June 2019 decreased to approximately RMB23.0 million
(80 June 2018: approximately RMB24.9 million). The research and
development costs were relatively stable in 2019.
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Finance (costs)/income

The Group incurred finance costs of approximately RMB2.2 million
for the six months ended 30 June 2019 (30 June 2018: finance
income approximately RMB16.3 million). The finance costs mainly
consist of the net effect of finance charges on the convertible
bonds, the gain on redemptions and recognition of the convertible
bonds and net foreign exchange gain, the details of which are
disclosed in note 7(a) of the interim financial report as disclosed in
this report.

Taxation

No income tax is provided for the six months ended 30 June 2019
(80 June 2018: Nil).

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2019, cash and cash equivalents of the Group
amounted to approximately RMB195.8 million (31 December
2018: approximately RMB97.4 million).

As compared with the position as at 31 December 2018, cash
and cash equivalents increased by approximately RMB98.4
million, resulting from the net cash outflow from operating activities
of approximately RMB80.7 million for the six months ended
30 June 2019 (year ended 31 December 2018: approximately
RMB245.8 million), the net cash inflow from investing activities
of approximately RMB437,000 for the six months ended 30
June 2019 (year ended 31 December 2018: net cash outflow
of approximately RMB25.7 million) and the net cash inflow from
financing activities of approximately RMB177.9 million for the six
months ended 30 June 2019 (year ended 31 December 2018: net
cash outflow of approximately RMB30.1 million).

As at 30 June 2019, net current assets of the Group
amounted to approximately RMB192.0 million
(81 December 2018: approximately RMB80.1 million). As at 30
June 2019, the current ratio (representing total current assets
divided by total current liabilities) of the Group was approximately
2.18 (31 December 2018: approximately 1.91).

As at 30 June 2019, total assets of the Group were approximately
RMB367.1 million (31 December 2018: approximately RMB177.4
million) and total liabilities were approximately RMB162.9 million
(81 December 2018: approximately RMB87.9 million). The debt
ratio (representing total liabilities divided by total assets) as at 30
June 2019 was 0.44 as compared to 0.50 as at 31 December
2018.
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As at 30 June 2019, the Group had total borrowings which
represents the convertible bonds issued in December 2017
of approximately RMB26.5 million (31 December 2018:
approximately RMB44.4 million). The gearing ratio as at 30 June
2019 (i.e. total borrowing/total equity) was approximately 0.13 (31
December 2018: approximately 0.50).

Convertible bonds

On 7 December 2017, the Company and Chance Talent
Management Limited (“Chance Talent”), an indirect wholly-
owned special purpose vehicle of CCB International (Holdings)
Limited, entered into a subscription agreement, pursuant to
which the Company shall issue US$10 million 13% secured
convertible bonds (the “Convertible Bonds”) to Chance Talent.
The Convertible Bonds bear an interest at 13% per annum with a
maturity date 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 principal 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.

On 10 July 2019, the Company entered into a framework deed
of amendment (the “Amendment Deed”) with Chance Talent
and Century Investment (Holding) Limited (“CIH”), and executed
an amendment deed poll pursuant to the Amendment Deed, to
amend, among other things, the maturity date of the Convertible
Bonds from 3 June 2019 to 3 June 2020. For further details of the
extension of the maturity date of the Convertible Bonds, please
refer to the announcement of the Company dated 10 July 2019.
Since the issuance of the Convertible Bonds on 20 December
2017 and up to 30 June 2019, the Company partially redeemed
the Convertible Bonds in the aggregate principal amount of US$6
million. The total outstanding principal amount of the Convertible
Bonds as at 30 June 2019 was US$4 million.

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 a price of HK$1.98 per share (the “Placing”). As at 30 June
2019, the actual use of the proceeds from the Placing which was
completed on 6 January 2017, was as follows:
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RIEETHY
BEEE
FBRIERRE B-Z—t#F
(NAAREBE —BxHE
—E-tF (MEESE
+=R=t-H TR AH)
BRESHERE EFEENFE BESEME
FrisREmRE FrE) RENER AR
Usage RMB (million) RMB (million) RMB (million)
A% AEE (E&ET) AEE (&) AEE (F&ET)
To fund the general working capital of FARENARRIREZ —T—+F
the Company other than the Digital +=A=+—HIFFEN—REE
Point business for the year ended 31 &% (TEIEHFEN £5%)
December 2017 53 53 53
To fund the Company’s subscription of FR{EALD BB E RIEAIR AR
50.1% in the issued share capital of  #50.1% & 1 THA
Treasure Ease Holdings Limited 40 40 40
To partially fund the working capital B{EENEZ_Z—+tF+_8
requirement for operating the Digital =+—HIFFELEHFES
Point business for the year ended ¥#BHNLEELENR B4
31 December 2017, which includes () BRI ((NEEE B 2 S8 -
(a) capital expenditure (such as  #ff - B EMTEE - R EE
acquisition of information system  Ti2%): & (b)LEHER
hardware, software, establishment (&Y - ANERES R
of technological platform, and ¥#AZHES)
construction of engine rooms); and
(b) operating expense requirement
(such as marketing expenses, human
resources expenses, and office rent) 31 76 76
To fund (a) the capital expenditure; AHZ-T—hF+-_A=+—HI
and (b) the operating expense for ~ MAEE (@) WEAFZIRMES « |k
developing and operating the Digital (o) A BIE | 4 BHFIED £
Point business for the two years H&ERTIRMES (M)
ending 31 December 2019 (Note) 377 229 226
For interest-bearing instrument to allow FRAFETE » LUEARR AR
flexibility in the Company’s financial R&E4EEE EEEH
and treasury management - 47 47
To fund the repurchase of shares of the FAYEEIEE K2 G5
Company - 9 9
For the repayment of secured loan BEEEERER - 47 47
Total Foh 501 501 498
ERFEEEERAT - NFEPEHRE
[ L

M
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Note: The detailed breakdown for (a) the capital expenditure; and (b) the
operating expense for developing and operating the Digital Point business

for the two years ending 31 December 2019 are as follows:

Usage
Jiil:d

To fund the fixed expenses (comprising salaries and
other administrative expenses) for the recruitment and
retention of personnel and management and for the
development of the “Changyou” platform for the year
ended 31 December 2018

To fund promotional and marketing activities to attract and
maintain customers’ loyalty and their participation and
consumption of the products and services provided on
the “Changyou” platform for the two years ending 31
December 2019

To fund the capital expenditure of the Digital Point
business for the two years ending 31 December 2019

Total
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Revised use of the
proceeds from
the Placing (as

previously disclosed in
the announcement of
the Company dated
22 August 2018 and
the annual report of
the Company for the
year ended

31 December 2018)
BETHAERERR

it BHEE—F—AF+_A=+—HLMEFEL (@) EXFHZ K (0)/F
REIRER SEHFIERD R0 EEFI HABRWT -

Actual use of

the proceeds from
the Placing since
6 January 2017,
being the date of
completion of

the Placing

(MARARBHR
—Z-N\FNB=t=H B=Z—tF—-AXH
HAHREATEE (ERESETAK
—Z-\$+ZA=+—-HL A8 BMESE
FENFRMRE) FreREnERAR
RMB (million) RMB (million)
ARE(BET) ARE(EET)
120 120
104 102
5 4
229 226




UPDATE ON THE USE OF PROCEEDS FROM THE
PLACING

The total balance of the unutilised proceeds from the Placing was
approximately RMB3 million as at 30 June 2019 (“Unutilised
Proceeds”). The Group intends that the Unutilised Proceeds
will be used to fund the continued development and operations
of the Digital Point business of the Group for the year ending 31
December 2019 as follows:

Intended use and expected timeline

RERZRKERFERE
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FRRARSSENAERERARZEHER

REZZB-AFRA=1+H  REEEFENRDAMGRIELL
BHORAREIBEETL(RBAFERE]D - BE_T—NF+=
R=+—BHIEFE » "EEFEEARBBMERIBRRBENEE
EOHFESER  URHEHEBNERREE - EHERD
T~

Amount of

the Unutilised
Proceeds as at
30 June 2019
R=ZE—hEF
AA=+H
HAREA
FERESE
RMB (million)
AR (B5ET)

To fund the fixed expenses (comprising salaries and B{EEZE —ZE—NE+-A=+—BI-EERE

other administrative expenses) for the recruitment
and retention of personnel and management and for
the development of the “Changyou” platform for the
year ending 31 December 2019

Warrants

On 26 March 2018, the Company and 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
six months ended 30 June 2019.

Advance to an entity

On 3 January 2019, Fortunet Development Limited (the “Lender”),
an indirect wholly-owned subsidiary of the Company, entered into
a loan agreement (the “Loan Agreement”) with Asia Television
Holdings Limited (the “Borrower”), pursuant to which the Lender
conditionally agreed to provide to the Borrower a term loan of
HK$40,000,000 for the general working capital of the Borrower,
at an interest rate of 12% per annum for a term of 12 months
commencing from the date of the drawdown of the loan by the
Borrower (the “Loan”). The obligations of the Borrower under
the Loan Agreement are secured by a deed of guarantee by a
substantial shareholder of the Borrower. For further details of the
Loan, please refer to the announcement of the Company dated
3 January 2019. The Borrower has fully drawn down the Loan
in one single amount on 3 January 2019. Pursuant to the Loan
Agreement, the Borrower shall repay the principal amount of the
Loan in full together with the interest accrued on the maturity date
of the Loan.

RRBAA RERE - AR (k] A
BB (B fEH & REMITHIE)

AR R

RZZE—NFZA-+"A ARaEARAEZHECIHET L
Reathas Bt AARIEREESDRBREESIT0.01 LEIT
298,000,000 73R i ([ RIAEE |) T CIH - AN B /)R8
BAH702,980,0007T ° RBREFN-_Z— \FNA T+ NBETT -
REBEE-Z—N\E+_A=1+—HBILEE » BIRBREZORE
FRIBFEBAIE T 1,480,000 TUEREAER R BH T4 - REE
—E-AFEXNAZTAHLNER - BETERREE o

[ — R ERBN

R-T—hF—A=ZH  ARAHE2EMBRARESHEEAR
2E([BRAD B MNERERBER AR (TERADFILER
ik ([ERBE]D) Bt ERABRHRERERARESET
40,000,000 T2 EEER - EATHEFIZFFER12/FEFE - B
RAERARBER BB 1268  EAERAN—HREEEL
S ([BR]) - (ERARERBZE THEETIABERANEER
RIRHMERZEERF - BEERNE —FHNFEE  F2HAE
ARIEPA-ZT-—NE—AZBHNAMH - BERAR_Z—hE—
AZBU—RER2ESE A NIRBER - REERDE - (ERA
BRERNE A RHEEETNASBRENFE
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Deemed disposal of equity interest in a subsidiary

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 utilized for, among other things, the further
development and expansion of the Digital Point 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). As at the date of this
report, the Subscriptions by two out of three Investors were
completed in March 2019, and gross proceeds of RMB200
million were received by the Group. Further details in relation
to the Subscriptions have been disclosed in the Company’s
announcements dated 31 January 2019, 14 February 2019 and
31 May 2019. As at 30 June 2019, the actual use of proceeds
from the Subscriptions was as follows:

BEHE BB R RE

—NF-A=+—8B AREREFZEMNBRT

DA

BAR([2E])BETHREE (BHA [REE ) FTZBENECHE &

TR ((RBEE]) BB -

RBEEMG

RIBHARE

/ARG T%ﬁﬁﬁﬁé(,ﬁ\ﬂiﬂ@%)i&—*%@&%@dvﬁ@ﬂv

BFEOER - RESHEORBE AN BEREELB LT
ARETE - ﬁﬂéﬂﬁﬁ%rﬂ (%77%/\&’#1534 24187T) ° WA
WwERH - _%Txé(%qﬂﬂ’\ﬁﬁ%ﬁﬁﬁff NE=A nﬁﬁzwﬁ%%

B REEESHMIS

SFrIEATE A AR 200,000,000 © BER

BEENERINAATANA-S-NE—A=+—0 =
2 AEZATEBR=E-AEEA=+—BIAM RZT

—NFRA=+H"

REBEMETENER

g/ N

Use of the Actual use of the
proceeds from the proceeds from the
Usage Subscriptions Subscriptions
o ﬁ§$lﬁﬁﬁ REEIBMG
Ag FIEHRAS FIEMERAS
RMB (million) RMB (million)
AR (F&ET) ARE(F5ET)
To fund the fixed expenses (comprising A{ER —ZE—NFER T -TFERER
salaries and other administrative BAARERRE - URFAE [5H]
expenses) for the recruitment and FEWNETEHX (BIEHS MEMITEH
retention of personnel and management — FIs7)
and for the development of “Changyou”
platform in 2019 and 2020 120 59
To fund promotional and marketing activities ?%E’\: T NFER T -_TFHEITHRHE
to attract and maintain customers’ loyalty EHAREIREHES - LRSI RER
and their participation and consumption EEE HE  ERSRESER
of the products and services provided SHE [#5H ] FamiREmE R MRS
on the “Changyou” platform in 2019 and
2020 80 -
For the repayment of the unsecured term A —Z— \& )\ AR{EER QTN
loan facility advanced from the Company BRI T HAERELE
by August 2018 88 88
To fund the registered capital of any B{ER T —NFER_ZT_TFNE
direct or indirect wholly foreign owned (o] B EIINERENTMER
enterprise of PCL in 2019 and 2020 3 -
To fund the general working capital of PCL BB EREMB AN -ZE—NF X
and its subsidiaries in 2019 and 2020 TR REEES 9 9
Total 4a=t 30QNoteiz 156
Note: As at the date of this report, the Subscriptions were completed by two Wist . = E5BEEDRBFSRAREH B 26k 70 FI1E - N5 [F 48 11 )

out of three Investors and gross proceeds of RMB200 million were
received by the Group.
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Property, plant and equipment

As at 30 June 2019, property, plant and equipment were
approximately RMB12.2 million (31 December 2018:
approximately RMB9.4 million). The increase was mainly
attributable to the right of use assets recognised as a result of the
adoption of HKFRS 16.

Trade and other receivables

Trade and other receivables of the Group as at 30 June 2019
were approximately RMB154.8 million (31 December 2018:
approximately RMB67.1 million). Detailed breakdown is disclosed
in the note 11 of the interim financial report as disclosed in this
report.

Trade and other payables

Trade and other payables of the Group as at 30 June 2019
were approximately RMB131.8 million (31 December 2018:
approximately RMB43.5 million). Detailed breakdown is disclosed
in the note 13 of the interim financial report as disclosed in this
report.

Pledged assets

As at 30 June 2019, the Group did not have pledged assets (as at
31 December 2018: Nil).

Contingent liabilities

As at 30 June 2019, save as disclosed in this report in relation
to the compensation of shares as disclosed in the note 18 of the
interim financial report, the Group had no significant contingent
liabilities (31 December 2018: Nil).

Capital commitment
As at 30 June 2019, the Group had no contracted capital

commitments which were not provided in the interim financial
report (31 December 2018: Nil).
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Employees

As at 30 June 2019, the Group had 259 employees which are
located in Beijing, Shanghai and Hong Kong. For the six months
ended 30 June 2019, total staff costs were approximately
RMB52.2 million. During the period, the Group also provided
internal training, external training and correspondence courses for
its staff in order to promote self-improvement and enhancement of
skills relevant to work.

Foreign exchange risk

The business of the Group is mainly located in China and most of
the transactions are denominated in Renminbi. Most of the assets
and liabilities of the Group are computed in Renminbi. As at 30
June 2019, the Group’s net foreign currency assets amounted
to approximately RMB108.2 million (as at 31 December 2018:
net foreign currency liabilities of approximately RMB37.2 million).
During the six months ended 30 June 2019, 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

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

PLEDGE OF SHARES BY CONTROLLING
SHAREHOLDER

As at the date of this report, CIH pledged its 154,691,176 ordinary
shares in the Company (the “Charged Shares”) 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.

Fortunet e-Commerce Group Limited Interim Report 2019
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DIVIDEND

The Board does not recommend payment of any interim dividend
for the six months ended 30 June 2019 (30 June 2018: Nil).

CHANGES IN INFORMATION OF DIRECTORS

Pursuant to Rule 13.51B of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) (the “Listing Rules”), the changes
in information of Directors of the Company subsequent to the
date of the annual report of the Company for the year ended 31
December 2018 are set out below:

Mr. Yuan Weitao ceased to be a director of CIH, a substantial
shareholder of the Company, with effect from
24 July 2019

PROSPECTS

During the second half of 2019, the Group will continue to focus
on developing the consumption scenario of the Changyou
platform, implementing and promoting the digital equity asset
trading business, expanding the key merchant base and launching
business-to-business (B2B) and business-to-consumer (B2C)
services, in order to increase the user base, user traffic and
liquidity of the digital points of the Changyou platform.

In the future, the Group will continue to focus on the Changyou
Alliance business by developing the Changyou platform and the
equity asset trading business. The Group plans to complete a
digital trading platform for equity assets by integrating with the
merchant system of card issuers. It will also establish a nationwide
sales channel in order to achieve a fast and low-cost business
expansion.

The Group will develop new business models for the equity asset
trading business, explore merchant resources, build a consumer-
to-consumer (C2C) trading platform, The Changyou Alliance is
committed to fully exploiting the financial attributes of digital points.
Through equity asset trading, access to digital points sources
and consumption scenarios) will be enhanced, creating a digital
points ecosystem alliance that is applicable to different industries.
The Group aims to select outstanding enterprises from various
industries for the Changyou Alliance’s consumption scenarios,
and aims to cooperate with enterprises on the integration of
digital points, cards and vouchers. The Group aims to tap into the
resources of small and medium enterprises by offering products
which are redeemable with Changyou points.
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Integration of key merchants

The Group plans to establish a series of cooperative ventures with
various leading industry companies, covering increased access to
point sources, key merchant digital voucher equity transactions,
joint member marketing activities, and sales of goods and
services.

The Group will develop different channels to promote the new
markets for digital vouchers. A smooth connection will be
established between the trading platform and the systems of
card issuers. The Group will also aim to cooperate with potential
card issuers, thereby establishing a marketing service platform
(including issuance of cards, digital vouchers and marketing
events) which will be provided to key merchants for free or at a low
cost.

Finance services

The Group has cooperated with business partners and third-party
payment service providers to integrate different forms of payment
services into the Changyou platform and explore more financial
points scenarios. During the second half of 2019, the Group
will expand the number of authorised scan-and-pay merchants,
high-quality online platform merchants and equity asset trading
merchants to actualise the idea of “pay by points”. The Group
will continue to allow the points to empower small-to-medium
size enterprises. The Group will continue to diversify the types
of insurance, investment and other financial products offered to
Changyou platform users.

In the point payment business segment, the Group will standardise
the point payment output interface, enrich the scope of products
available for the code-scanning payment service, and establish the
aggregation payment capability. The Group will expand the loan
business by collaborating with brand merchants to develop the
consumption scenarios.

Fortunet e-Commerce Group Limited Interim Report 2019
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Retail

The Group is committed to providing its users with high-quality
products. The Group will further enrich its product types through
brand tours and outlets. In the second half of 2019, the Group will
increase the promotion activities to enhance sales performance,
focus on key merchants products and popular items and extend
more benefits to its members.

Games and entertainment

The Group will continue to create unique content to attract users
to the Changyou platform. The Group will continue to focus
on self-developed mini games and will strengthen the interplay
between Changyou points and games. The Group will also
cooperate with other game developers to introduce more quality
games to the platform. In addition to enriching the games and
entertainment consumption scenario with Changyou Pay, the
Group plans to engage in game co-publishing business in the
second half of 2019. It will also utilise the Changyou platform
to develop the game publication business, and establish an
ecosystem that integrates product customisation, channel
distribution and user operations.

Overall

In terms of future business prospects, the Group has extended
its scope of cooperation to leading international companies to
acquire richer and more diverse points resources, increase the
user base and expand the products, services, business segments,
categories and consumption scenarios of the Changyou platform.
To further improve the value-added services of the Changyou
platform, the Group will make use of big data and consumption
scenarios for more effective marketing efforts and offering
advertising spaces to merchants.
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Consolidated Statement of Profit or Loss

HaERRR

For the six months ended 30 June 2019 — unaudited EHZ=Z—HhFXA=F+HIEANER —RETZ
(Expressed in Renminbi ('RMB")  (AAERME (T AR ) FIR)

Six months ended 30 June

BEAA=tTHILEAER

2019 2018
—E-hEF = N\F
Note RMB’000 RMB’000
FaE ARET T ARBTIT
(Note)
(FI=E)
Revenue WA 4 36,774 5,603
Cost of sales SHE AR (33,218) (4,283)
Gross profit EF 4(b) 3,556 1,320
Other income HAio iz & 2,577 1l
Selling and distribution expenses SHE MO HAX (20,516) (63,619
Administrative expenses TR (29,842) (33,393)
Research and development costs T EER AN (22,979) (24,862)
Impairment losses VERIEN, = 6 (8,028) (22,984)
Loss from operations R EE (75,232) (142,019)
Finance (costs)/income BME (), Mass 7(a) (2,217) 16,304
Gain/(loss) arising from changes in fair value  #{E2 5% & N F(E &
on held-for-trading investments FrEAMIRES/ (Ei18) 2 (866)
Loss before taxation BRBLATE 18 7 (77,447) (126,581)
Income tax FiS i 8 - -
Loss for the period HAEE (77,447) (126,581)
Attributable to: PR A FEAE -
Equity shareholders of the Company RNA TR (19,621) (29,682)
Non-controlling interests eI (57,826) (96,899)
Loss for the period HREE (77,447) (126,581)
Loss per share BRER
Basic (RMB cent) ER(ARES) 9(a) (1.08) (1.64)
Diluted (RMB cent) g (ARES) 9(b) (1.08) (2.37)
Note: The Group has initially applied HKFRS 16 at 1 January Wit - FEBR=F—NF—H—HEXEAE BN HHREERZE 16

FEOFIRFFATIERTIEIZ © IRIFUL 0% W HEBE AL BB »
BHIEES -

2019 using the modified retrospective approach. Under this
approach, comparative information is not restated. See Note 3.

The notes on pages 26 to 60 form part of this interim F 26 EEF 60 BN ARG BRE 2 —BD -

financial report.
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

FelRaRAMZEERR

For the six months ended 30 June 2019 — unaudited EHZ-Z—HhFA=+HIENEA —REEZ
(Expressed in RMB)  (LAAREEZIR)

Six months ended 30 June

BEASA=tTHILEAEAR

2019 2018
—E-NE —ET-)N\F
RMB’000 RMB’000
ARET T AREBTT
(Note)
(BF=E)
Loss for the period HREE (77,447) (126,581)
Other comprehensive income HRHEMEEWA (BREE) :
for the period (after tax):
ltems that may be reclassified subsequently HEgngeEsoBsEn
to profit or loss: RYIER :
— Exchange differences on translation of —BRENBRRERSE%
financial statements into presentation currency RIPE =58 (715) =
Total comprehensive income for the period A mERESEHAEE (78,162) (126,581)
Attributable to: T A LR :
Equity shareholders of the Company INR R AR R (20,336) (29,682)
Non-controlling interests TR R (57,826) (96,899)
Total comprehensive income for the period A HE WA (78,162) (126,581)
Note: The Group has initially applied HKFRS 16 at 1 January Wit - FEBR ZF—NF—F—HEXEFEBHHREERE 16
2019 using the modified retrospective approach. Under this FERFERFASIEETIEIZE © IRIFUL 72+ W EES A LEEEH] -
approach, comparative information is not restated. See Note 3. BHiES -

The notes on pages 26 to 60 form part of this interim F26BEF 60 ENTAARFRYEREZ 35 °
financial report.
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Consolidated Statement of Financial Position
e MBI LE

E-NFRNAZTH-REEBR

At 30 June 2019 — unaudited R=
(Expressed in RMB)  (JAAR¥FIR

Non-current assets
Property, plant and equipment
Intangible assets

Goodwill

Current assets
Held-for-trading investments
Inventories

Trade and other receivables
Cash and cash equivalents

Current liabilities

Trade and other payables
Convertible bonds

Lease liabilities

Net current assets

NET ASSETS

CAPITAL AND RESERVES
Share capital
Reserves

Total equity attributable to equity
shareholders of the Company

Non-controlling interests

TOTAL EQUITY

Note: The Group has initially applied HKFRS 16 at 1 January

ERBEE
W - B R
B AR

me

RBEE
FERZIRE

&

B 5 M E M RIGRIR
RekHeFEEAR

REEE
B 5 R EAMEN TR
ARRE 25
HERRE

RBEEFE
BEFE
BAXKfEE

AR
G

FFER RS
s

2019 using the modified retrospective approach. Under this
approach, comparative information is not restated. See Note 3.

The notes on pages 26 to 60 form part of this interim

financial report.

Fortunet e-Commerce Group Limited

Interim Report 2019
{ J

RAT R R B A ER

Note
BaE

3,10

3,11
12

15

R-Z2-N%F

At 30 June At 31 December

2019 2018
RZE—N\FE
ANA=+H TZHA=1T—H

RMB’000 RMB’000
ARBTT AREBFTT
(Note)

(BftsE)

12,205 9,396
12,205 9,396
3,076 3,062
1,240 482
154,770 67,065
195,801 97,420
354,887 168,029
131,785 43,478
26,489 44,435
4,617 -
162,891 87,913
191,996 80,116
204,201 89,512
117,812 117,812
245,720 228,171
363,532 345,983
(159,331) (256,471)
204,201 89,512

Hrat - AEBR —F—NF—F—H B KEFZEYHHREERE 16

TRFIRFAEAEETIEWE o RIFUM T7% » WARES AL ECEH -

BHIEES -

F£26 HEF 60 ANEAANTBUBHREZ —&FD -



Balance at 1 January 2018

Changes in equity for the
six months ended 30 June 2018:

Loss and total comprehensive income
for the period
Purchase of own shares

Balance at 30 June 2018
and 1 July 2018

Changes in equity for the six months
ended 31 December 2018;

Loss for the period
Other comprehensive income

Total comprefensive income

Issuance of wanrants

Cancelation of own shares purchased
- par value paid

- premium paid

Equity-settled share-based transaction

Balance at 31 December 2018 (Note)

Note: The Group has initially applied HKFRS 16 at 1 January
2019 using the modified retrospective approach. Under this

Consolidated Statement of Changes in Equity

FEERRER

For the six months ended 30 June 2019 — unaudited EHZ-Z—HhFA=+HIENEA —REEZ

R-E-N§-B-R2kH

BE-®-NEAR=THL
MIRZREAT

ANERREANEER

BABSRN

RN-E-NEAAZTAR
Z5-NEtR-Reks

BE23-\ETt2f=1-H
ItrBAzERES

g
Af2Ens

FENESE

BT S
REcEAmasHh
-ERER

-EfER
ERLIIRhRER RS

WE-NE+ZR=1-H
28 (HisE)

(Expressed in RMB)

Attributable to equty shareholders of the Company
RATEERRER

(AAREFIR)

Non-

Share ~ Treasury Share Captl  Exchange Other - Accumulated controing Total

capital share  premium T6ee T6SeVe T6SeVe [osses Totd  inferests equty

Re  ERRG ROEE A%ER  ENBR  MMER  EHER B RER 28R

RVMBOOO ~ RMBOOO  RMBOO0  RMBOOO  RMBOOO  RMBOO0  RWBOO0  RMBOO0  RMBOOO  RMBOO0

NRETT ARBTR ARETR ARETT ARETR ARETR ARETR ARETR ARETR ARETR

17,978 - 1205047 42513 - 2008 (1034851) 304140 (I74) 33238

- - - - - - (9682 (9680 (%6899  (126581)

- (1924) - - - - - (1.924) - (1.924)

17,978 (1924) 1,205,547 42573 - 2003 (1064533 36253 (196641  2038%8

- - - - - - (30485 (30485 (7830 (187.319)

- - - - 311 - - 3511 - 351

- - - - 3511 - (%9485 (974 (O7830)  (133804)

- - - 1290 - - - 1290 - 129

(166) 166 = = = = = = = =

- 1,758 (1,758) - - - - - - -

- - - 18,188 - - - 18,133 - 18,133

(166) 1,924 (1758 19428 - - - 19423 - 19423

17812 - 1,203789 61,99 3511 2008 (1104018 6983 (296471) 89512
Wit : XEBR —F— N F—H—HBEXEFEEABIREELE 16

approach, comparative information is not restated. See Note 3.

The notes on pages 26 to 60 form part of this interim

financial report.
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Consolidated Statement of Changes in Equity
AR ER

For the six months ended 30 June 2019 — unaudited (continued) #HZE=Z—HhFXA=+HIENER —REEZ (8)
(Expressed in RMB)  (LAAR¥EZI7R)

Attributable to equity shareholders of the Company

KAARERRES
Non-
Share Share Capital  Exchange Other  Accumulated controlling Total
capital ~ premium reserve reserve reserve losses Total interests equity

B RRE  EAEE  ENGR  AMER  RiER £ fEREE  4E
RMBON  RMBON  RMBON  RMBON  RMBONO  RMBON  RMBONO  RMBOD  RMBOW
ARRTR  ARMTR  ARMTR  ARMTR  ARMTR  ARMTR  ARRTR  ARMTR  ARRTR

Balance at 1 January 2019 NZE-hE-R-RzkR 17812 1,263,789 61,996 3511 2008 (1,104018) 345,083 (256,471) 89,512
Changesin equity forthe sixmonths ~ EZ=F-AFAR=TAL

ended 30 June 2010: ~ERZREAE

Loss for the period AngE - - - - - (logat) (eea)  (rse)  (T7440)
Other comprefensive incorme A2 EkE - - - (115) - - (115) - (115)
Total comprehensive income 2ENREE - - - (715) - (982 (%8 (e (18162
Efiect on equity arsig from capial FiRERRRRALE

ijections from non-controling BT AR R

equiy shareholders into a subsidery ERTe (g

ofthe Group (Note 18) - - - - 37,685 - 37,885 154,066 192,851
Balance at 30 June 2019 R-B-hERR=TRZER 1812 1263789 61.99% 2% AT (1128639 %6352 (1993%) 204201
The notes on pages 26 to 60 form part of this interim F26 EEF 60 B AP AN BRE 2 —HD -

financial report.
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Condensed Consolidated Gash Flow Statement

EHRGESRERER

Operating activities
Cash used in operations
Income tax paid

Net cash used in operating activities

Investing activities
Payments for purchase of property,
plant and equipment
Proceeds from disposal of property,
plant and equipment
Payments for held-for-trading investments
Loans to third parties
Interest received
Other cash flows arising from investing activities

Net cash generated from/(used in)
investing activities

Financing activities

Capital element of lease rentals paid

Interest element of lease rentals paid

Capital injections from non-controlling
equity shareholders of a subsidiary,
net of transaction costs

Advance from a non-controlling equity
shareholder of a subsidiary

Purchase of own shares

Payments for the redemption of convertible bonds

Deposit received from an investor of a
non-wholly owned subsidiary in
connection with the contemplated capital
injection by this investor

Finance costs paid

Net cash generated from/(used in)
financing activities

Net increase/(decrease) in cash
and cash equivalents

Cash and cash equivalents at 1 January

Effect of foreign exchange rate changes

Cash and cash equivalents at 30 June

Note: The Group has initially applied HKFRS 16 at 1 January
2019 using the modified retrospective approach. Under this
approach, comparative information is not restated. See Note 3.

The notes on pages 26 to 60 form part of this interim

financial report.
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BEX B 2 (15K
ETE=r s B

ElFlE

TERDELy AHETE

RETHEL/(FA)
ZBEFR

BEEH
ENAERSHALHS
ENREESWTISH5
R — B A7
SRR E )
TE B PRA
*E—EHBA ANk
RS R 23K
BABSRE
BRI ARES N
B REE R ANE
AR FHETEALH
KRS

ENRERAK
RETHEL/(FA)
REFR
AeRBEEEER
2,/ (Rd) B8
R-—A—-BREERAE
£ERE

HNEERSH 2

RAR=THZRER
RE%EER

BHEES e

For the six months ended 30 June 2019 — unaudited EHZ-Z—HhFA=+HIENEA —REEZ

(Expressed in RMB)  (LAAREEZIR)
Six months ended 30 June
BZEAA=THLEAEAR
2019 2018
—g-hE “E\E
Note RMB’000 RMB’000
BiisE ARTT ARETT
(Note)
(FE)
(80,742) (121,040)
(80,742) (121,040)
(19) (3,099
- 2
- (4,095)
(2,663) (17,554)
,119 -
- 30
______________ AT leante)
(3,332 -
(748) -
18 92,851 =
100,000 -
- (1,924)
14 (18,202) -
13 10,000 -
(2,716) (4,168)
177,853 (6,092)
97,548 (151,848)
12 97,420 392,994
833 1,092
12 195,801 242,238

Hiet : FEBR —F—NF—F—HEXEAE B HHEZERE 16
EFIRFACASETIE W% © IRFULT7)% - WARE S A HLEER -
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CORPORATE INFORMATION

Fortunet e-Commerce Group Limited (the
“Company”) was incorporated in the Cayman Islands
on 21 May 2008 as an exempted company with
limited liability under the Companies Law, Chapter 22
(Law 3 of 1961, as consolidated and revised) of the
Cayman Islands. The shares of the Company were
listed on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) on 24 September 2010.
The condensed consolidated financial statements
of the Company as at and for the six months ended
30 June 2019 comprise the Company and its
subsidiaries (collectively referred to as the “Group”).

Upon the cessation of the e-commerce business
in 2018, the principal activities of the Group are the
development and operation of an electronic trading
platform to facilitate awards earned by customers
of loyalty programmes of other companies to be
exchanged globally in the form of virtual assets and
credits for consumption of merchandises, games,
services and other commercial transactions.

BASIS OF PREPARATION

This interim financial report has been prepared in
accordance with the applicable disclosure provisions
of the Rules Governing the Listing of Securities on
the Stock Exchange, including compliance with Hong
Kong Accounting Standard (“HKAS”) 34, Interim
financial reporting, issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA”). It
was authorised for issue on 30 August 2019.

The interim financial report has been prepared in
accordance with the same accounting policies
adopted in the 2018 annual financial statements,
except for the accounting policy changes that are
expected to be reflected in the 2019 annual financial
statements. Details of any changes in accounting
policies are set out in Note 3.

Fortunet e-Commerce Group Limited Interim Report 2019

Notes to the Unaudited Interim Financial Report
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Notes to the Unaudited Interim Financial Report

BASIS OF PREPARATION (CONTINUED)

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

This interim financial report contains condensed
consolidated financial statements and selected
explanatory notes. The notes include an explanation
of events and transactions that are significant to an
understanding of the changes in financial position
and performance of the Group since the 2018 annual
financial statements. The condensed consolidated
interim financial statements and notes thereon do
not include all of the information required for full
set of financial statements prepared in accordance
with Hong Kong Financial Reporting Standards
(“HKFRSs”).

The interim financial report is unaudited, but has
been reviewed by KPMG in accordance with Hong
Kong Standard on Review Engagements 2410,
Review of interim financial information performed by
the independent auditor of the entity, issued by the
HKICPA. KPMG'’s independent review report to the
board of directors of the Company is included on
pages 61 to 62.

The financial information relating to the financial year
ended 31 December 2018 that is included in the
interim financial report as comparative information
does not constitute the Company’s statutory financial
statements for that financial year but is derived
from those financial statements. Statutory financial
statements for the year ended 31 December 2018
are available from the Company’s registered office.
The Company’s auditor has expressed an unqualified
opinion on those financial statements in their report
dated 15 March 2019.

For the six months ended 30 June 2019, the Group
had incurred net loss of RMB77,447,000 and net
cash used in operating activities of RMB80,742,000.
Notwithstanding of the above, based on a cash flow
forecast of the Group for the twelve months ending
30 June 2020 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 interim financial report
on a going concern basis.

RACEZ T HA RS R 5 Bt

(Expressed in RMB unless otherwise indicated)
(BRBEHBIN - UARBIITR)
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Notes to the Unaudited Interim Financial Report

xR

REZ P TSRS M T

(Expressed in RMB unless otherwise indicated)
(BRRBAEFBIN - UARBIIR)

3

CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued a new HKFRS, HKFRS 16,
Leases, and a number of amendments to HKFRSs
that are first effective for the current accounting
period of the Group.

Except for HKFRS 16, Leases, none of the
developments have had a material effect on how the
Group’s results and financial position for the current
or prior periods have been prepared or presented
in this interim financial report. The Group has not
applied any new standard or interpretation that is not
yet effective for the current accounting period.

HKFRS 16, Leases

HKFRS 16 replaces HKAS 17, Leases, and the
related interpretations, HK(IFRIC) 4, Determining
whether an arrangement contains a lease, HK(SIC)
15, Operating leases — incentives, and HK(SIC) 27,
Evaluating the substance of transactions involving
the legal form of a lease. It introduces a single
accounting model for lessees, which requires a
lessee to recognise a right-of-use asset and a lease
liability for all leases, except for leases that have
a lease term of 12 months or less (“short-term
leases”) and leases of low value assets. The lessor
accounting requirements are brought forward from
HKAS 17 substantially unchanged.

The Group has initially applied HKFRS 16 as from
1 January 2019. The Group has elected to use the
modified retrospective approach and has therefore
recognised the cumulative effect of initial application
as an adjustment to the opening balance of equity
at 1 January 2019. Comparative information has not
been restated and continues to be reported under
HKAS 17.

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

Fortunet e-Commerce Group Limited Interim Report 2019
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Notes to the Unaudited Interim Financial Report

3 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(@) Changes in the accounting policies

U

New definition of a lease

The change in the definition of a lease
mainly relates to the concept of control.
HKFRS 16 defines a lease on the basis
of whether a customer controls the use
of an identified asset for a period of time,
which may be determined by a defined
amount of use. Control is conveyed
where the customer has both the right to
direct the use of the identified asset and
to obtain substantially all of the economic
benefits from that use.

The Group applies the new definition of
a lease in HKFRS 16 only to contracts
that were entered into or changed on
or after 1 January 2019. For contracts
entered into before 1 January 2019,
the Group has used the transitional
practical expedient to grandfather the
previous assessment of which existing
arrangements are or contain leases.

Accordingly, contracts that were
previously assessed as leases under
HKAS 17 continue to be accounted for
as leases under HKFRS 16 and contracts
previously assessed as non-lease service
arrangements continue to be accounted
for as executory contracts.

Lessee accounting

HKFRS 16 eliminates the requirement
for a lessee to classify leases as either
operating leases or finance leases,
as was previously required by HKAS
17. Instead, the Group is required to
capitalise all leases when it is the lessee,
including leases previously classified as
operating leases under HKAS 17, other
than those short-term leases and leases
of low-value assets.

RACEZ T HA RS R 5 Bt

(Expressed in RMB unless otherwise indicated)
(BRBEHBIN - UARBIITR)
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Notes to the Unaudited Interim Financial Report

RACERZ T AR R 5 et

(Expressed in RMB unless otherwise indicated)
(BRRBAEFBIN - UARBIIR)

3 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(@) Changes in the accounting policies
(continued)

(i)

Fortunet e-Commerce Group Limited

LLessee accounting (continued)

As far as the Group is concerned, these
newly capitalised leases are primarily in
relation to properties as disclosed in Note
17.

Where the contract contains lease
component(s) and non-lease
component(s), the Group has elected not
to separate non-lease components and
accounts for each lease component and
any associated non-lease components as
a single lease component for all leases.

When the Group enters into a lease in
respect of a low-value asset, the Group
decides whether to capitalise the lease
on a lease-by-lease basis. The lease
payments associated with those leases
which are not capitalised are recognised
as an expense on a systematic basis over
the lease term.

Where the lease is capitalised, the
lease liability is initially recognised at the
present value of the lease payments
payable over the lease term, discounted
using the interest rate implicit in the
lease or, if that rate cannot be readily
determined, using a relevant incremental
borrowing rate. After initial recognition,
the lease liability is measured at
amortised cost and interest expense is
calculated using the effective interest
method. Variable lease payments that do
not depend on an index or rate are not
included in the measurement of the lease
liability and hence are charged to profit
or loss in the accounting period in which
they are incurred.

Interim Report 2019
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Notes to the Unaudited Interim Financial Report

3 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(@) Changes in the accounting policies
(continued)

(i)

LLessee accounting (continued)

The right-of-use asset recognised
when a lease is capitalised is initially
measured at cost, which comprises
the initial amount of the lease liability
plus any lease payments made at or
pbefore the commencement date, and
any initial direct costs incurred. Where
applicable, the cost of the right-of-use
assets also includes an estimate of costs
to dismantle and remove the underlying
asset or to restore the underlying asset or
the site on which it is located, discounted
to their present value, less any lease
incentives received.

The right-of-use asset is subsequently
stated at cost less accumulated
depreciation and impairment losses.

The lease liability is remeasured when
there is a change in future lease
payments arising from a change in an
index or rate, or there is a change in
the Group’s estimate of the amount
expected to be payable under a residual
value guarantee, or there is a change
arising from the reassessment of whether
the Group will be reasonably certain
to exercise a purchase, extension or
termination option. When the lease
liability is remeasured in this way, a
corresponding adjustment is made to
the carrying amount of the right-of-use
asset, or is recorded in profit or loss if the
carrying amount of the right-of-use asset
has been reduced to zero.
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3 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(b)

(c)

Fortunet e-Commerce Group Limited

Critical accounting judgements and
sources of estimation uncertainty in
applying the above accounting policies

Determining the lease term

As explained in the above accounting policies,
the lease liability is initially recognised at the
present value of the lease payments payable
over the lease term. In determining the lease
term at the commencement date for leases
that include renewal options exercisable by
the Group, the Group evaluates the likelihood
of exercising the renewal options taking into
account all relevant facts and circumstances
that create an economic incentive for the
Group to exercise the option, including
favourable terms, leasehold improvements
undertaken and the importance of that
underlying asset to the Group’s operations.
The lease term is reassessed when there is
a significant event or significant change in
circumstance that is within the Group’s control.
Any increase or decrease in the lease term
would affect the amount of lease liabilities and
right-of-use assets recognised in future years.

Transitional impact

At the date of transition to HKFRS 16 (i.e.
1 January 2019), the Group determined
the length of the remaining lease terms and
measured the lease liabilities for the leases
previously classified as operating leases at the
present value of the remaining lease payments,
discounted using the relevant incremental
borrowing rates at 1 January 2019.
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3 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(c)

Transitional impact (continued)

To ease the transition to HKFRS 16, the Group
applied the following recognition exemption
and practical expedients at the date of initial
application of HKFRS 16:

(i) the Group elected not to apply the
requirements of HKFRS 16 in respect
of the recognition of lease liabilities and
right-of-use assets to leases for which
the remaining lease term ends within 12
months from the date of initial application
of HKFRS 16, i.e. where the lease term
ends on or before 31 December 2019;

(i) when measuring the lease liabilities at the
date of initial application of HKFRS 16,
the Group applied a single discount rate
to a portfolio of leases with reasonably
similar characteristics (such as leases
with a similar remaining lease term for
a similar class of underlying asset in a
similar economic environment); and

(i) when measuring the right-of-use
assets at the date of initial application
of HKFRS 16, the Group relied on
the previous assessment for onerous
contract provisions as at 31 December
2018 as an alternative to performing an
impairment review.

RACEZ T HA RS R 5 Bt

(Expressed in RMB unless otherwise indicated)
(BRBEHBIN - UARBIITR)

3  EIBRNEH ()

(c)

BEEE (E)

RERBEEREMBEHRELENF 165 - A%
BRXERERERY MRS ERIZE 1657 B AR
R ToIERH R M AITTREA

() AEBRETEHHRTHBARBIERS
B GHmEERFE 165 B L+ =@
AARNEm(BIBEBER -—Z—hFE+ -4
=+—HzZRER) 2 HERERBE B
BREERFI6HE 2R ERRHEARE
FiEREEE

iy MREXERESHEREELE165EH
HABSHEAER  AEEHAERFAE
RSB AEES (HlanR B ER
RETIRELEREREENEUGTE
HIMAEE)FHAE—BRRE &

iy REXEREBHIEREAERFE 165 H
Hzt 2 AEEER - NEBKRE LR
RR—ZE—-NE+-_A=+—RH2E#E
AN BEFT1E 2 5T - (ERETRE
BB RTE -

ENSHEEERAT
[ ®

ZE-NEFRHHRE

33



34

Notes to the Unaudited Interim Financial Report

RACERZ T AR R 5 et

(Expressed in RMB unless otherwise indicated)
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3 CHANGES IN ACCOUNTING POLICIES 3
(CONTINUED)

(c) Transitional impact (continued)

The following table reconciles the operating
lease commitments as disclosed in Note 17 as
at 31 December 2018 to the opening balance
for lease liabilities recognised as at 1 January
2019:

Operating lease commitments at 31 December 2018

Less: commitments relating to short-term leases
and leases of low-value assets exempt from
capitalisation

Add: lease payments for the additional periods where
the Group considers it reasonably certain that it will
exercise the extension options

Less: total future interest expenses

Present value of remaining lease payments, discounted
using the incremental borrowing rate at 1 January 2019

The right-of-use assets in relation to leases
previously classified as operating leases have
been recognised at an amount equal to the
amount recognised for the remaining lease
liabilities, adjusted by the amount of any
prepaid or accrued lease payments relating
to that lease recognised in the statement of
financial position at 31 December 2018.

The Group presents right-of-use assets in
“Property, plant and equipment” and presents
lease liabilities separately in the statement of
financial position.
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3 CHANGES IN ACCOUNTING POLICIES 3 BIBERNEE (&)
(CONTINUED)
(c) Transitional impact (continued) (c) BEMEE(E)

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

(Expressed in RMB unless otherwise indicated)
(BRBEHBIN - UARBIITR)

The following table summarises the impacts
of the adoption of HKFRS 16 on the Group’s
consolidated statement of financial position:

TRBAKAEEMERELENF16REAE
B AR ERNTE

Carrying  Capitalisation Carrying
amount at of operating amount at
31 December lease 1 January
2018 contracts 2019
R-Z—N\F KERE WZT—NEF
+=-A=+—H BHH —H—H
ZIREE ¥4 ZIRHEE
RMB’000 RMB’000 RMB’000
ARET T ARETIT ARBTT
Line items in the consolidated ZHAEBHFRE%EL
statement of financial position £ 163 & 2 RE MK
impacted by the adoption MRKREFIEE :
of HKFRS 16:
Property, plant and equipment M - BB KA 9,396 8,484 17,880
Non-current assets ERBEEE 9,396 8,484 17,880
Trade and other receivables B 5 NEMEW IR 67,065 (535) 66,530
Current assets nRBEE 168,029 (535) 167,494
Lease liabilities (current) HEAEGRS) - 7,330 7,330
Current liabilities mEEE 87,913 7,330 95,243
Net current assets MENEEFE 80,116 (7,865) 72,251
Total assets less HMEERRBAE
current liabilities 89,512 619 90,131
Lease liabilities (non-current) HEABGERE) = 619 619
Non-current liabilities FRBEE - 619 619
Net assets EERE 89,512 - 89,512
ERSBHERERAT T NFHEHRE
® @
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(Expressed in RMB unless otherwise indicated)
(BRRBAEFBIN - UARBIIR)

3  CHANGES IN ACCOUNTING POLICIES 3 ERIEENEE (F)
(CONTINUED)
(c) Transitional impact (continued) (c) BEMEE(E)
The analysis of the net book value of the RBERARENBEEB BN BHRELENZFE 16
Group’s right-of-use assets by class of SRER  REEEEN B ASEFREEE
underlying asset at the end of the reporting REVFE IR -

period and at the date of transition to HKFRS
16 is as follows:

At 30 June At 1 January

2019 2019
R=B-NE  N-TNF
ANA=+A —A—#
RMB’000 RMB’000

AR¥TR ARBT T

Included in “Property, plant and equipment”: 5t A [¥1% - BE &EE]

— Properties leased for own use, carried SN =Pz 0k 7 E
at depreciated cost RITERATIER 4,804 8,484
(d) Lease liabilities (d HEERE
The remaining contractual maturities of the AEBEHESENRENRBEED BB
Group’s lease liabilities at the end of the WMELELF165E AN MBREQERAT .

reporting period and at the date of transition to
HKFRS 16 are as follows:

At 30 June 2019 At 1 January 2019
R=ZB-NEXA=T+H R=ZZE—hF—H—H
Present Present
value of the Total value of the Total
minimum minimum minimum minimum
lease lease lease lease
payments payments payments payments

REEE BEHES HEHE HEHE
HRBRE B ERE BESE:
RMB’000  RMB’000 RMB'000 RMB'000
ARBTR AR%®TR ARBTET ARBTT

Within 1 year —FR 4,617 4,940 7,330 8,222
After 1 year but within 2 years —4E/4BRER - - 619 798
4,617 4,940 7,949 9,020

Less: total future interest B BB B
expenses (323) (1,071)

Present value of lease liabilities A& & EHEE 4,617 7,949
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3 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(e)

Impact on the financial result and cash
flows of the Group

After the initial recognition of right-of-use assets
and lease liabilities as at 1 January 2019, the
Group as a lessee is required to recognise
interest expense accrued on the outstanding
balance of the lease liability, and the
depreciation of the right-of-use asset, instead
of the previous policy of recognising rental
expenses incurred under operating leases on
a straight-line basis over the lease term. This
results in a positive impact on the reported loss
from operations in the Group’s consolidated
statement of profit or loss, as compared to the
results if HKAS 17 had been applied during the
year.

In the cash flow statement, the Group as a
lessee is required to split rentals paid under
capitalised leases into their capital element and
interest element. These elements are classified
as financing cash outflows, similar to how
leases previously classified as finance leases
under HKAS 17 were treated, rather than as
operating cash outflows, as was the case for
operating leases under HKAS 17. Although
total cash flows are unaffected, the adoption
of HKFRS 16 therefore results in a significant
change in presentation of cash flows within the
cash flow statement.

The following tables may give an indication of
the estimated impact of adoption of HKFRS 16
on the Group’s financial result and cash flows
for the six months ended 30 June 2019, by
adjusting the amounts reported under HKFRS
16 in these interim financial statements to
compute estimates of the hypothetical amounts
that would have been recognised under HKAS
17 if this superseded standard had continued
to apply to 2019 instead of HKFRS 16, and
by comparing these hypothetical amounts
for 2019 with the actual 2018 corresponding
amounts which were prepared under HKAS 17.
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(Expressed in RMB unless otherwise indicated)
(BRRBAEFBIN - UARBIIR)

3  CHANGES IN ACCOUNTING POLICIES 3 EBENEH(H)
(CONTINUED)
() Impact on the financial result and cash (e) HAKEHBEERASRENTE (H)

flows of the Group (continued)

Six months
ended 30
Six months ended 30 June 2019 June 2018
Hz
—Z-)N\fF
~NA=tA
BE-E-NEXB=tHI~ER LEREA

Deduct:

Estimated

amounts

related
Add back:  tooperating  Hypothetical Compared
HKFRS 16 leases amounts to amounts
Amounts  depreciation as if under for 2019 reported for
reported under  and interest HKAS 17 as if under 2018 under
HKFRS 16 expense (Note (i) HKAS 17 HKAS 17

(A) B) ) (D=A+B-C)

il

BRRE

RENMET

e SH(BR “E-NF
REFENE EBHERE REFEEH WRZEE HREES
BERE  EHE16%  EHEE  (RRBESE :red|
F16%K2H HiTER mitd) EHEHE  E7HRER
Wew FIEHX (BrE () BmitE) M- N\F
(A) (B) (C)  (D=A+B-C) LELR
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000
ARBTR ARBT T ARETR ARBTR ARBTTL
Financial resultimpacted ~ ZHME B KRS %L
by the adoption E16FH BN
of HKFRS 16: E7-

Loss from operations LEFR (75,232) 3,680 (4,080) (75,632) (142,019)
Finance (costs)/income RE(KR) /s (2,217) 748 - (1,469) 16,304
Loss before taxation B AIEE (77,447) 4,428 (4,080) (77,099) (126,581)
Loss for the period HRER (77,447) 4,428 (4,080) (77,099) (126,581)

Fortunet e-Commerce Group Limited
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(Expressed in RMB unless otherwise indicated)
(BRBEHBIN - UARBIITR)

3

CHANGES IN ACCOUNTING POLICIES

BRBENEZE (K)

(CONTINUED)

(e) Impact on the financial result and cash (e)

flows of the Group (continued)

Six months
ended 30
Six months ended 30 June 2019 June 2018
HE
—Z-N\E
~A=TH
HE-E-NEAA=THILAEA LE~EA
Estimated
amounts
related to
operating Hypothetical Compared
Amounts leases as amounts for to amounts
reported if under 2019 as reported for
under HKAS 17 if under 2018 under
HKFRS 16 (Notes (i) & (ii) HKAS 17 HKAS 17
(A) B) (C=A+B)
BBgERE
st &8 “E-hE BRERS
RE  (BRRESE fBReE ST
BEIBRE BHEA (BRREEE  Z17%ZEN
ERE16%  F1THEMAE) SR —E-N\E
SHRNEE  (FMEORG) F17THMHE) SBER
(A) B) (C=A+B)
RMB’000 RMB'000 RMB’000 RMB'000
ARBTR ARBTR AREFT ARBTT
Line items in the condensed ZRME AR BREEL
consolidated cash flow statement £ 163 Z2NEREZS
impacted by the adoption BeRERER
of HKFRS 16:
Cash used in operations TEFMAR (80,742) (4,080) (84,822) (121,040)
Net cash used in operating activities F% 3B AR SEE (80,742) (4,080) (84,822) (121,040)
Capital element of lease rentals paid 2 REERLHERDS (3,332) 3,332 - -
Interest element of lease rentals paid B [T ER S KH 825 (748) 748 - =
Net cash generated from/(used in) RZEEE/(Fr) Be
financing activities FE 177,853 4,080 181,933 (6,002)
ERSBHERERAT T NFHEHRE

HEKEVBRERRSRENTE (H)
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RSB R B IS 3R 5 M AT

(Expressed in RMB unless otherwise indicated)
(BRRBAEFBIN - UARBIIR)

3 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(e) Impact on the financial result and cash
flows of the Group (continued)

Notes:

(i) The "estimated amounts related to operating
leases” is an estimate of the amounts of the
cash flows in 2019 that relate to leases which
would have been classified as operating leases, if
HKAS 17 had still applied in 2019. This estimate
assumes that there were no differences between
rentals and cash flows and that all of the new
leases entered into in 2019 would have been
classified as operating leases under HKAS 17, if
HKAS 17 had still applied in 2019. Any potential
net tax effect is ignored.

(ii) In this impact table, these cash outflows are
reclassified from financing to operating in order to
compute hypothetical amounts of net cash used
in operating activities and net cash generated
from financing activities as if HKAS 17 still
applied.

4 SEGMENT REPORTING

The Group manages its businesses by lines of
business. In view of the cessation of the e-commerce
business in 2018, 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.

o 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 in 2018.

No operating segments have been aggregated to
form the above reportable segments.
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4  SEGMENT REPORTING (CONTINUED)

(a)

(b)

Disaggregation of revenue

Disaggregation of revenue from contracts with
customers by major products or service lines is
as follows:

Revenue from contracts with customers
within the scope of HKFRS 15

Disaggregated by major products
or service lines:
— Revenue from facilitation of digital
point business through operation
of an electronic platform
— Revenue from trading of goods through
operation of an electronic distribution
platform

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

Segment results, assets and liabilities

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

4 DERE(E)
(a WAZSD

(Expressed in RMB unless otherwise indicated)
(BRBEHBIN - UARBIITR)

BEIEEMAMBEREEFAL WAL BN

T

BERMBREERE 155

BEAZEFEL
ZBA
BEBERSIRBRAA
—EBEEETFARE
BFTED RN
—BEEEBFART A
RSEBEBA

BIRAERRREE DNE

Six months ended 30 June
BEAA=1THIEAEA

2019 2018
—E-hF T—\F
RMB’000 RMB’000
AR®T T ARBTT
36,774 4,965
- 638
36,774 5,603
Fa#HZWMABID

TR E4(b) ©

(b) DEBEE -

BERAE

HIBBAERR B DHFRE TP AL WA

KHEDMBRBELRDBEAERERMS » &
Elﬁm%&ﬁﬂlE.i%}\é-\ﬁzb(?%f&&*ﬁ%ﬁ%
RERE D BBHIFAE

ERSBEEERAT

“E-NFRHEE
®

41



42

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

(Expressed in RMB unless otherwise indicated)
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4  SEGMENT REPORTING (CONTINUED)

(b)

Fortunet e-Commerce Group Limited

Segment results, assets and liabilities
(continued)

Revenue and expenses are allocated to the
reportable segments with reference to revenue
generated by those segments and expenses
incurred by those segments. No inter-segment
sales have occurred for the six months ended
30 June 2019 and 2018. The Group’s other
operating expenses, such as selling and
distribution expenses, administrative expenses,
research and development costs, impairment
losses, finance income/costs and gain/loss
arising from changes in fair value on held-for-
trading investments, are not measured under
individual segments. The measure used for
reporting segment result is gross profit.

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 be monitored
under this segment.

Information regarding the Group’s reportable
segments as provided to the Group’s most
senior executive management for the purposes
of resource allocation and assessment of
segment performance for the six months ended
30 June 2019 and 2018 is set out below.
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(Expressed in RMB unless otherwise indicated)
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4 SEGMENT REPORTING (CONTINUED) 4 nEBERE (&)
(b) Segment results, assets and liabilities (b) PIW*EE - EEREMS (H)
(continued)
Digital point E-commerce
business business Total
HFRIEK EFHERHE @zt
For the six months ended EEBEEMNLE~ER 2019 2018 2019 2018 2019 2018

ZE-0F “TA\F ZE-NF TN\ —B-hafF 2 \F
RMB'000 ~ RMB'000 RMB'000 ~ RMB'0O0 RMB’000  RMB'000
ARBTR ARETR ARBTR ARETT AR%TR ARETR

Disaggregated by timing BERARRREES

of revenue recognition
Point in time R (ERS 2 36,095 4,965 - 638 36,095 5,603
Over time B 679 - - - 679 -
Revenue from external RENBEFNRAR
customers and reportable ARG D HRA
segment revenue 36,774 4,965 - 638 36,774 5,603
Reportable segment AHRESHER
gross profit 3,556 1,163 - 167 3,556 1,320
5 OTHER INCOME 5 Hftiz=
Six months ended 30 June
BZEASA=1THIEAREA
2019 2018
—E-hEF —ZT—)\F
RMB’000 RMB’000
ARET R ARET T
Interest income SR E 2,541 1,390
Government grants TR R - 138
Net loss on disposal of property, plant and HEME  MENEE
equipment 2 R - ©)
Others Efth 36 =
2,577 1,519
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Notes to the Unaudited Interim Financial Report
RACEZ P HA B R &5 =T

(Expressed in RMB unless otherwise indicated)
(BRRBAEFBIN - UARBIIR)

6 IMPAIRMENT LOSSES 6 IREESE
Six months ended 30 June
BZEXRA=1HLEXEA
2019 2018
—E-hF —F-N\F
RMB’000 RMB’000
ARBT T ARBT T
Impairment losses on trade B 5 K H M ENRIAR
and other receivables BIEETE 8,028 22,984
7  LOSS BEFORE TAXATION 7 ERBATEE
Loss before taxation is arrived at after charging/ B AT E BRI GTA) LN IBERER :
(crediting):
(a) Finance costs/(income): (@) BERE(WF) :
Six months ended 30 June
BZEASA=1THIEAEA
2019 2018
—E-hEF —F-N\F
RMB’000 RMB’000
ARBT T ARBT T
Finance charges on convertible AIMRESFMEE R
bonds (Note 14) (FFzE14) 4,580 6,037
Interest on lease liabilities HEBERNE 748 =
5,328 6,037
Net foreign exchange gain HNE IR 5 F BR (1,492) (344)
Changes in fair value on the derivative AIMREFITE T RS
components of convertible bonds (Note 14)  AF(HEE) (HizE14) (148) (21,997)
Gain on redemptions, extinguishment FEl - JBE R TR A AR
and recognition of convertible BEH 2 Wz (fisE14)
bonds (Note 14) (1,471) =
2,217 (16,304)
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Notes to the Unaudited Interim Financial Report
RACEZ P HA B R R 5 AT

(Expressed in RMB unless otherwise indicated)
(BRBEHBIN - UARBIITR)

LOSS BEFORE TAXATION (CONTINUED) 7 BREAIEE (F)
(b) Staff costs: (b) BIAK:
Six months ended 30 June
BZEASA=1THIEAREA
2019 2018
—E-NF —F—)\F
RMB’000 RMB’000
AR®T R ARETIT
Salaries, wages and other benefits e TEREMET 46,889 47,759
Contributions to defined contribution AR EH IR R
retirement plans 5,269 5,604
52,158 53,363
(c) Otheritems: (c) HfbEAR :
Six months ended 30 June
BZEASA=1THLREA
2019 2018
—E-NF —E-N\F
RMB’000 RMB’000
ARBT T ARETIT
(Note)
(Bft3E)
Cost of inventories FERA 33,218 4,261
Depreciation e
— owned property, plant and equipment —BEYE - WENMKRE 2,005 1,497
— right-of-use assets (Note) —fFRAEEE (FIFE) 3,680 =
Operating lease charges in respect BB LEERFEA7RET
of properties under HKAS 17 (Note) BRAYENKEHE
B (M) - 5,848
Lease charges relating to short-term leases ~ ARIE A E RIKEE
and leases of low-value assets (Note) EEHENHEER
(P E) 1,747 =
Note: The Group has initially applied HKFRS 16 at 1 Mot - AEFR —F—NFE—H—HEXEHRZEHEREE
January 2019 using the modified retrospective Bl 16 SE R PR ASIR ST B 0% o IRIEI F7)% - GEfEE S
approach. Under this approach, comparative AIHEER - BRE3 -

information is not restated. See Note 3.
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Notes to the Unaudited Interim Financial Report

RACERZ T AR R 5 et

(Expressed in RMB unless otherwise indicated)
(BRRBAEFBIN - UARBIIR)

8 INCOME TAX

Current taxation BIEATR I8
Deferred taxation PRIEFIE

The Company and the subsidiaries of the Group
incorporated in Hong Kong are subject to Hong
Kong Profits Tax rate of 16.5% for the six months
ended 30 June 2019 (six months ended 30 June
2018: 16.5%).

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

The subsidiaries of the Group established in the PRC
(excluding Hong Kong) are subject to PRC Corporate
Income Tax rate of 25% for the six months ended 30
June 2019 (six months ended 30 June 2018: 25%).

9 LOSS PER SHARE
(a) Basic loss per share

The basic loss per share for the six months
ended 30 June 2019 is calculated based on
the loss attributable to the equity shareholders
of the company of RMB19,621,000 (six months
ended 30 June 2018: RMB29,682,000) and
the weighted average number of ordinary
shares of 1,810,953,000 (six months ended 30
June 2018: 1,813,258,000 ordinary shares) in
issue during the interim period, calculated as
follows:

Fortunet e-Commerce Group Limited Interim Report 2019
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Frig®t

Six months ended 30 June
BEAA=1THIEAEA

2019 2018
—E-hEF —F-N\F
RMB’000 RMB’000

AR®TR ARBTT

AR RREBEMXLAAEBNHRBRARREER
—E-NFERNA=ZTHIESNEABIZ16.5% (HE—
T N\FENBE=1THIEANAR  16.5%) KT RGN
EBFEH ©

ARARAEEDFIRNFAEHE REBELES T
MR AOME AR RIBEE QFEMARIZBERMNA
RIMOER - BABMEMREH

AEBRHBE(TEERE) T LM B R FR
BE_ZT-NFRA=THIEREAER25% (BE
“E-)\FRA=THIAEAR : 25%) T G
REI RS o

BRER
@ BREXRESE

BE-_ZE—NWFNA=1THILEAEA 8
EXREEEZEARARERBRRELMEERARE
19,621,000 (EZ=—ZFT— \FNA=1TH
17N A 0 AR #29,682,0007T ) & & Hf HA
fEl P B 2% 17 3 8 A% b0 A S £5 201,810,953,000
Bz —ZE—NFA=1THIEAEA:
1,813,258,000 fx LA ) - HEMT ¢
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Notes to the Unaudited Interim Financial Report

LOSS PER SHARE (CONTINUED)
(@) Basic loss per share (continued)

Weighted average number of ordinary shares:

9

RACEZ T HA RS R 5 Bt

(Expressed in RMB unless otherwise indicated)
(BRBEHBIN - UARBIITR)

BREE (&)
(@) BREFERE(E)
BB ISR

Six months ended 30 June

BEAA=tTHIEAEA

2019 2018

—E-hE —ZT—)\&F

’000 000

TR T A&

Issued ordinary shares at 1 January R—A—BEZETHEER 1,810,953 1,813,509

Effect of shares repurchased LR E - (251)
Weighted average number of RANA=+BEBEKR

ordinary shares at 30 June DNkEF K 1,810,953 1,813,258

(b) Diluted loss per share

The Group’s convertible bonds, share options
granted and warrants issued could potentially
dilute basic loss per share in the future, but
were not included in the calculation of diluted
loss per share because they are antidilutive
during the six months ended 30 June 2019.

The diluted loss per share for the six months
ended 30 June 2018 was calculated based
on the loss attributable to equity shareholders
of the Company (diluted) of RMB44,470,000
and the weighted average number of ordinary
shares (diluted) of 1,877,793,000.

PROPERTY, PLANT AND EQUIPMENT
Right-of-use assets

As discussed in Note 3, the Group has initially
applied HKFRS 16 using the modified retrospective
method and adjusted the opening balances at 1
January 2019 to recognise right-of-use assets
relating to leases which were previously classified as
operating leases under HKAS 17. Further details on
the net book value of the Group’s right-of-use assets
by class of underlying asset are set out in Note 3.

10

(b) BREHER

AEEOTRBES S EHBRRRE T
0 RAIERE T AL PO RS B AR -
TRAASREHEFIELHER - DERAD
RBE-F—AFAA=THIEAEARE
% -

BHE_ZT— ) \FXNA=1THIL/NEAESREE
BT ERA R AR R ELEE (B58) A
K& 44,470,000 7T M &30 A N 15 £k (58 )
1,877,793,000 f& °

M BERRE
EREEE

HAMEES Pl - ARBER EXERABEM KR
SEAF16REFRALETENE  XHABR-F
—NE—RB—BZHN&E - UERTAMRERE
SR ERFI7THRABAKEHE 2 HEMNREER
REE -BEBEESBZASREERREERE
FENE—SHBERMES -

BERSBEEETRAT —E-IFHHRE
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Notes to the Unaudited Interim Financial Report
w7 + 2
RSB R B IS 3R 5 M AT
(Expressed in RMB unless otherwise indicated)
(BRBHEHBIN - UARKETIR)
11 TRADE AND OTHER RECEIVABLES 11 EFRHMEWRFIE
At 30 June At 31 December
2019 2018
R=-B-h& R-ZT—N\F
AE=+E +=A=t—~H
RMB’000 RMB’000
ARET T AREFIT
Trade receivables B 5 WGRIA 14,762 23,979
Less: loss allowance W SRR (4,415) (3,604)
10,347 20,375
Other receivables: EfbpElaE
— Loans to third parties —AE=FER 56,652 54,352
— Receivable for issuance of shares of — M — B IEERERE R AR R
a subsidiary to a non-controlling equity BT RN B ARRD
shareholder (Note 18) B pE R IE (Ff5E18) 100,000 =
— Others —Hih 49,714 49,592
Other receivables H b el kIE 206,366 108,944
Less: loss allowance B EERE (74,333) (67,031)
132,033 36,913
Financial assets measured at amortised cost  IZE SN AT 2 REE 142,380 57,288
Prepayments and deposits (Note) TERFIERIES () 12,390 9,777
154,770 67,065

Note: On the date of transition to HKFRS 16, prepayments of
operating leases of RMB535,000 previously included in
“Prepayments and deposits” were adjusted to right-of-
use assets recognised at 1 January 2019. See Note 3.

All of the trade and other receivables, net of
loss allowance, are expected to be recovered or
recognised as expenses within one year.

Fortunet e-Commerce Group Limited Interim Report 2019
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Biat : RAEBEZE BB & ERE 16555 A - SEFIEA [7R
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SIS o

FTE B 5 K E Al FE YRR (FIER B 1R B ) TR —

FAWRDE SRR R



11

12

Notes to the Unaudited Interim Financial Report

RACEZ T HA RS R 5 Bt

(Expressed in RMB unless otherwise indicated)
(BRBEHBIN - UARBIITR)

TRADE AND OTHER RECEIVABLES 11 EFRHMEWEIE(E)
(CONTINUED)
(a) Ageing analysis (@) BRERDHT
As of the end of the reporting period, the RIFEHR  sTABS REMERGIEZE 5
ageing analysis of trade receivables (net of FEUTRIE (IR B R ) AN E H B BE R
loss allowance), included in trade and other DNTESIIATE
receivables, based on the invoice date, is as
follows:
At 30 June At 31 December
2019 2018
RZEB—hE RZE—N\F
~NA=+H +=-A=+—H
RMB’000 RMB’000
AR¥T AREFIT
Within 3 months =EARN 7,261 19,518
Over 3 months but within 6 months BiE=1EABLRNEA 387 688
Over 6 months BE 7S {E A 2,699 169
10,347 20,375
CASH AND CASH EQUIVALENTS 12 BRERBELEEEAR
At 30 June At 31 December
2019 2018
RZZE—h&E RZE—N\F
~NA=+H +=-A=+—H
RMB’000 RMB’000
AR¥T AREFIT
Cash at bank and on hand RIT M FHEIRE 195,801 97,420

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.

AEERTE(TEERE) NEBKEEAARE
B ARBESTAERABRNERRESELSR
(TMERER)BRXTERNERNINERFIRE

ENSHEEERAT
[ ®

ZE-NEFRHHRE
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RACERZ T AR R 5 et

(Expressed in RMB unless otherwise indicated)
(BRRBAEFBIN - UARBIIR)

13 TRADE AND OTHER PAYABLES

13 EBSRHMEMNRKE

At 30 June At 31 December
2019 2018
R=-ZE—h%F RZE—NF
RAA=tR +ZH=+—H
RMB’000 RMB’000
AR¥ET T ARBTT
Trade payables B S e 5RIA 7,404 17,954
Payables for staff related costs 8 TERAK A FE A 5,302 6,258
Payables for miscellaneous taxes e Z &R IE 1,189 2,782
Payables for selling expenses incurred FENEFIE D 15 FERT
for digital point business HERZ 1,201 8,286
Advance from a non-controlling equity e —EHE A R R IR
shareholder of a subsidiary (Note 18) SRR AR (5T 18) 100,000 =
Others HAftb 4,300 6,467
111,992 23,793
Financial liabilities measured at amortised cost 1Z# SR AT EHM SR B E 119,396 41,747
Deposit received from an investor of H—2EE GERENE
a non-wholly owned subsidiary in connection A &) #EE1TF & B B
with the contemplated capital injection %E
by this investor 10,000 -
Deposits received from business partner B AREEEFIED XSG
in connection with the Group’s digital ZIEREEBEBHNES
point business 1,000 1,000
Advances received from customers [EAEI=E-FN 259 147
Others Hitb 1,130 584
131,785 43,478

All of the trade and other payables are expected to

be settled or recognised as revenue within one year BMASIZEKER -

or are repayable on demand.

As of the end of the reporting period, the ageing

MBEE S MEMENRIBEERN —FREEHER

RB|ERKR - SHTAE S REMENFIRZE S EN

analysis of trade payables included in trade and other SRR N ZE B BRI AT T ¢
payables, based on the invoice date, is as follows:

Within 3 months
3 to 6 months
Over 6 months

At 30 June At 31 December

2019 2018

RZZE—hF R-Z—N\F

AA=+tH +=-A=+—H

RMB’000 RMB’000

ARET R ARBFIT

=@EAR 6,793 17,536
BE=EAEIN/NEA 100 239
HBiE 7N E A 511 179
7,404 17,954
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14 CONVERTIBLE BONDS

The Group’s convertible bonds are analysed as

RACEZ T HA RS R 5 Bt

(Expressed in RMB unless otherwise indicated)
(BRBEHBIN - UARBIITR)

14 TWBREESH

REBAHBRESFOITIAT

follows:

At 1 January 2018

Accrued finance charges for the year

Interest paid

Exchange adjustments

Fair value changes on the derivative
components

Redemptions, extinguishment and
recognition of convertible bonds

At 31 December 2018 and
1 January 2019

Accrued finance charges for
the period (Note 7(a))

Interest paid

Exchange adjustments

Fair value changes on the derivative
components (Note 7(a))

Redemptions, extinguishment and
recognition of convertible bonds

At 30 June 2019

R_E-\$—-H—-H

AEERAMBER
ENFHE
[ 31 B
ITETARHRAFE

R-Z—\FE+-A=1+—H

k=Z—-NF—H—H

AEET BB ER
(B 7(a))

BAHE

b 5 %

A TABHATELY
(PHzE7(@)

BE -« BERERARR
&%

R-E-NFRA=TA

Liability Derivative
components components Total
aERs fTEIARS st
RMB’000 RMB’000 RMB’000
ARET T AREFT ARET T
59,031 26,044 85,075
11,385 = 11,385
(7,480) - (7,480)
3,127 1,350 4,477
- (26,438) (26,438)
(21,700) (884) (22,584)
44,363 72 44,435
4,580 = 4,580
(2,716) = (2,716)
11 - 11
- (148) (148)
(19,857) 184 (19,673)
26,381 108 26,489

In June 2015, the Company issued two secured
convertible bonds with an aggregate face value of
United States Dollar (“USD”)10,000,000 (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.

RZZ—HFA  ARFIER—%E =7 Chance
Talent Management Limited ([ Chance Talent ) %17
E{E42%0 /% 10,000,000% 7T ([T ]) (KERARE
61,176,000 7T ) KR #E B W Al AR E 5 (5548 [ 7]
BRES—]) c RETHE - ZFEBHHIRERN =X
13% s B HR =T —/\F X AEH - fChance
Talent A EZEEHEHH AR S BEC L RE LR
ZEBEHF AR RILEA ©

ENSHEEERAT
[ ®

ZE-NEFRHHRE
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xR

REZ R TSR AT

(Expressed in RMB unless otherwise indicated)
(BRRBAEFBIN - UARBIIR)

14

Fortunet e-Commerce Group Limited

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
109,348,662 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.

In 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 an aggregate principal amount
of USD3,300,000 (equivalent to approximately
RMB21,994,000) of CB2 in cash and provided an
additional 45,347,514 shares in the Company owned
by Century Investment as securities for CB2 in 2018.
The remaining principal amount of USD6,700,000
was to mature in June 2019 and could be converted
into the Company’s ordinary shares at HK$1.209 per
share before the maturity date in June 2019.

On 3 June 2019, the Company and Chance Talent
agreed to further amend the terms of CB2 which
constituted significant contract modifications,
and accordingly, CB2 has been accounted for as
extinguishment of the financial instrument recognised
in July 2018 and the recognition of new financial
instrument. Pursuant to the agreement, the Company
redeemed a principal amount of USD2,700,000
(equivalent to approximately RMB18,202,000) of
CB2 in cash on the same day, and the remaining
principal amount of USD4,000,000 is extended to
mature in June 2020 and can be converted into the
Company’s ordinary shares at HK$1.209 per share
from 22 July 2019 to the maturity date in June 2020.

The aggregate difference between the redemptions/
extinguishment and recognition and the carrying
amount of CB2 took place during the six months
ended 30 June 2019 amounted to a gain of
RMB1,471,000 which has been recognised in profit
or loss for the six months ended 30 June 2019.

Interim Report 2019
@ { J

14

AR RES ()

RZZBE—t&F+ A ARAAEBEEANBREES
— 3l 3 77 ™ {8 A10,000,000% T (X SR AR K&
66,066,000 7T ) KT A HE R Al MR ES ([ T RRE
%= 1) F Chance Talent - RE1THER - AIHARRES
TERFEMEAZ%RFE  BRZZE—NFRNAFEHK
i Century Investment (Holding) Limited(FCentury
Investment]) # & &) 109,343,662 A R AEE
8 o Chance Talent A] A 2 HA H A% iﬂx1.209/’§7tﬁ—r
AR ER R B AARR R LB -

K== )\ﬁtﬂ AN A)E Chance Talentz] s —
EHia - MERT AR ES WK - ZIERT 1B
ERE ,\\’]{I“E& Hit - AR ES AR ASE
ThemTARERTSMITE - REZHz ' &
AN E) AR & B [ A # A% & 5 — A~ € 3,300,000 % 7T
(H95 M AR 21,994,000 ) B —Z — N\EFIN
et i Century Investment # 48 B 45,347,514 A &)
R VE AR ES — MR M - RS RE A
6,700,000 7T * R =E—NFENAEE - WA R
ZE-NFRNANIEEBRIAGAR1.200 B TR A
RRDEE AR o

T—NFRNAZ=H » A7 & Chance Talent[d
#E— DB A RIRES — MG - ZIEFTEKE
S48 Bt AlRRESF —_EWARASE
RZZE-NFLtABRNERTARERTEHT
B o BIEZE - ARRIKRF B AR SHE R ] %
B = A&£2,700,0003 T (HER AR 18,202,000
7T) » FEAAR £ 584,000,000 TR Z AR EERE
E_TFERA - WAIR—_ZE—NAF+tA=Z+= EE
“EFFNAMEEA L - AERR1.2008 Tk
Y=Y /NI kS

RBE-Z-NFRA=THILREAZEENAHR
BEF—Em EEREREALREEZFANEE

AW ARE1,471,0007T ' EREBE T —
/\H JFEL]:/\“HE’HE Wﬁ@wu"
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15 CAPITAL, RESERVES AND DIVIDENDS

(a)

(b)

Notes to the Unaudited Interim Financial Report

Dividends

(i) Dividends payable to equity shareholders
of the Company attributable to the interim
period

The directors of the Company do not
recommend the payment of an interim
dividend for the six months ended 30
June 2019 (six months ended 30 June
2018: RMBNIil).

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

The directors of the Company did not
recommend the payment of a dividend
for the year ended 31 December 2018
(2017: RMBNIl).

Share capital

Ordinary shares of USD0.01 each, EREE0.01 Ex 2 EER -
issued and fully paid: ERTRAR
At 1 January R—A—H
Shares repurchased and cancelled B BRI R E S5k 7
At 30 June/31 December RARA=1+8/
+-A=+—H

RACEZ T HA RS R 5 Bt

(Expressed in RMB unless otherwise indicated)
(BRBEHBIN - UARBIITR)

15 BA - RERKRE

(@ KR
() AR EERRE RS

ARFREBEEIEZRZRNBE_FT—NF
NA=TBELEXNEAZHERE (BHE—
Z-N\FRA=THILERER : ARK

TIL) °

(i) R EEREEAE 2 BN AR B SBIR
E—MBFERS

ARBEETEBRNBE_FT—N\F
TZA=t—HUEFEZBRE(ZT—F

F: AREEZT) -
(b) MA&
Six months ended Year ended
30 June 2019 31 December 2018
BE-E-NE g2 \F
AB=tHIERER +ZA=+—HILEE
No. of shares No. of shares
RIEE RiEE
’000 RMB’000 '000 RMB’000
T ARETR Tk AREFTT
1,810,953 117,812 1,813,509 117,978
- - (2,556) (166)
1,810,953 117,812 1,810,953 117,812
ERSBHERERAT T NFHEHRE
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RACEZ P HA B R =5 =T

(Expressed in RMB unless otherwise indicated)
(BRRBAEFBIN - UARBIIR)

15 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(c)

Fortunet e-Commerce Group Limited

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.

Interim Report 2019
@ { J
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(c)

EaGEURORERNRS

ARAGE TR-ZZ—TF XA -+ /\HER
MHBRAERTE] - B AR R E R ERERHE
KEBFAREEN2BEFBES - AITA
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RARNREE2RAR/BA/RNEEELRERE
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R-—ZT— X4+ A=H - 80,000,0001 8 i
EARYE BRI B FARAIEERASE
EEE - REATEEREGR 8% B 8t
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Notes to the Unaudited Interim Financial Report

15 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

Equity-settled share-based transactions
(continued)

(i) The terms and conditions of the share
options granted is as follow:

RACEZ T HA RS R 5 Bt

(Expressed in RMB unless otherwise indicated)
(BRBEHBIN - UARBIITR)

15 B4~ FEERKRE (&)

() RBEHEUROAERHRES (H)

) PIEBEBIEA R RIGEDT

Number of Contractual life
instruments Vesting condition of share options
I28A GEAL BRENEOH
Share options granted to directors: ~ FTEZHIBAE -
- On 3 October 2016 -RZE—FTHA=H 45,000,000  One year from the date of grant 3years
BRI AHER —F 3E
-0n 7 August 2018 -R=Z-\E/\AtH 72,000,000 No vesting condition 4,74 years
BB ATAE
Share options granted to employees: & F{EE KBIE -
- On 3 October 2016 ~-RZE-—rE+A=H 35,000,000 One year from the date of grant 3years
BRA SR —F 3F
Total share options granted R EREES 162,000,000
(i)  The number and weighted average (i) FERRAESE RNEEHITEERT
exercise price of share options are as
follows:
Six months ended Year ended
30 June 2019 31 December 2018
BE-E-NE HEZZ-\F
AAZTRIEAER TZAZT-HLEEE
Weighted
average exercise  Number of share  Weighted average Number of
price options EXercise price share options
METHTHE BREZE IETIGRERE BiRER A
HK$ HK$
B BT
Qutstanding at the beginning of RE/ ARSI
the period/year 1.31 147,000,000 1.41 75,000,000
Granted during the period/year RER/ EREHT - 121 72,000,000
Qutstanaing at the end of the period/year  REIR /ERATTE 1.31 147,000,000 1.31 147,000,000
Exercisable at the end of the periodyear  REEK /ER AT 31 147,000,000

The share options outstanding at 30
June 2019 had a weighted average
exercise price of HK$1.31 (31 December
2018: HK$1.31) and a weighted average
remaining contractual life of 2 years (31
December 2018: 2.5 years).

1.31 147,000,000 il

R-ZE—NENA=TBHRITERERELN I
BEEHTEBA1BT(ZE—NFE+_A
=+—8 : 1.31%70) R TR INEFHE 458
Bo2E(ZE—N\E+=—A=+—RH:25%&)
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RACERZ T AR R 5 et

(Expressed in RMB unless otherwise indicated)
(BRRBAEFBIN - UARBIIR)

16 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS

(@) Financial assets and liabilities measured at
fair value

M

Fortunet e-Commerce Group Limited

Fair value hierarchy

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

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

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

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

Interim Report 2019
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BAVEEZEREERAR

NHEZR

TREJINBERARNEEEEEFE
NASEESRTARTE REEME
WELRFAHKL FEFERMRERTF
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RNBEEGET  HIIWMT
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EEREEXRERAERBRER
BTSN AEHEREFERT
(=8

- B_RHE: NAFE_R2H(H
BRF —REISINABREZ28) A
TMERBER N ABRR2EGETERF
B - PRI BRI EANLTSH
BESH28 -

- EZRGE: IREERFARES
BB AT -



Notes to the Unaudited Interim Financial Report

16 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

Financial assets and liabilities measured at
fair value (continued)

(i) Fair value hierarchy (continued)

Recurring fair value measurement  REM AT E

Financial assets PHEE
- Held-for-trading investments ~BERSRE
Financial liabilties SHAE

- Derivative components of

convertible bonds (Note 14) (BizE14)

During the six months ended 30 June
2019, there were no transfers between
Level 1 and Level 2, or transfers into or
out of Level 3 (year ended 31 December
2018: none). The Group’s policy is to
recognise transfers between levels of
fair value hierarchy as at the end of the
reporting period in which they occur.

16

- RREFITETARD

RACEZ T HA RS R 5 Bt

(Expressed in RMB unless otherwise indicated)
(BRBEHBIN - UARBIITR)

ERMITAZAFEE (H)
(a) EAVEEZSREERERE(H)

i) RAFESEHE)

Fair value measurements at
31 December 2018 categorised into
RZE-\E+-A=t—H
AEEATER ATEH 2

Fair value measurements at
30 June 2019 categorised into
RZB-nERA=TH
PBEUTER 2 A TEHE

Level 1 Level 3 Level 1 Level 3
-8 2=4 2R F=]
RMB’000 RMB’000 RMB'000 RMB'000
AR¥EFT ARETR ARETT ARBTTL
3,076 - 3,062 -

- 108 - 72

RBE_ZT-NAFRNA=THILXE
A EF—HREE _RzRTEERLIL
BERNE=FEAZEL(BE_T-N\F
TA=+—HLFE: &) AEEZ
BTy R & AR P EE AL ) 3R 5 HAR e 3R
RPESEHZEZEBE -
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RACERZ T AR R 5 et

(Expressed in RMB unless otherwise indicated)
(BRRBAEFBIN - UARBIIR)

16 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

(a)

(b)

Fortunet e-Commerce Group Limited

Financial assets and liabilities measured at

(i)

fair value (continued)

Information about Level 3 fair value
measurements

16 LTI AZDFERE(E)

(a) EAVEEZSREERERE(H)

(i)

EME=RATESENER

Significant
Valuation unobservable Weighted
technique input average
ERFIHE
fh{EHR IS LIPN ¢ N4
Derivative components of Binomial lattice Expected
convertible bonds model volatility 51.59%
AR EFITET A S ZIEA B A TE B IR

The fair values of the conversion options
embedded in the convertible bonds are
determined using binomial lattice model
and the significant unobservable input
used in the fair value measurement
is expected volatility. The fair value
measurement is positively correlated to
the expected volatility. As at 30 June
2019, 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 RMB74,000, whereas a decrease
in the expected volatility by 5% would
have decreased the Group’s net loss by
RMB50,000.

The movements in the derivative
components of convertible bonds are set
out in Note 14.

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

The carrying amounts of the Group’s financial
instruments carried at cost or amortised cost
are not materially different from their fair values
at 30 June 2019 and 31 December 2018.

Interim Report 2019
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NZZE—NENA=1TH8 " HAEEM
BEERE T TEHR IR _EF 5% 5 2R
R B B R F 5 N A R 74,000 7T
TEHRR I8 T F% 5% i BB E B /) E18F
B> AR ¥ 50,000 7T ©
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Notes to the Unaudited Interim Financial Report

COMMITMENTS

At 31 December 2018, the total future minimum
lease payments under non-cancellable operating
leases were payable as follows:

Within 1 year 1R

After 1 year but within 5 years

The Group is the lessee in respect of a number of
properties and office equipment held under leases
which were previously classified as operating
leases under HKAS 17. The Group has initially
applied HKFRS 16 using the modified retrospective
approach. Under this approach, the Group adjusted
the opening balances at 1 January 2019 to recognise
lease liabilities relating to these leases (see Note
3). From 1 January 2019 onwards, future lease
payments are recognised as lease liabilities in the
statement of financial position in accordance with the
policies set out in Note 3.

CAPITAL INJECTIONS FROM NON-
CONTROLLING EQUITY SHAREHOLDERS

On 31 January 2019, Pointsea Company Limited
(“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.

Pursuant to the above subscription agreements, PCL
has undertaken to the above investors that if the
valuation of PCL in future financing which involves a
further subscription of PCL’s new ordinary shares is
less than USD400,000,000, PCL shall compensate
the above investors by issuing additional new
ordinary shares to the above investors in accordance
with the terms and conditions set out in the related
subscription agreements.

17

1R 1E5FR
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(Expressed in RMB unless otherwise indicated)
(BRBEHBIN - UARBIITR)

i

RZZE-N\Ft-_A=1+—8 " RETAIRHELE
HERMARRKERSERNT

Properties Others
LYES Hit
RMB’000 RMB’000
ARETFTT AREFTT
9,887 364
1,383 74
11,270 438

AEESRBEEEHERFLEMENMPRAERE
(REFEESTEAEI7TREENBERKEHEEZHE
B)MAEEA - AEEZERZEEWE - EEEK
MBEMBRELERNE 165 - REAXTE  AEE
ERBR - -NF—A—BZ2FN&EH - AER
BRZEHECMEAB(RMES) - T —NF
—A—BE%  REMEIME R - RREEN
TR IR R FERREERE

REFEZRESRRNILE

RZZE—HAhE—A=+—H AQAFIHMEIIFEE
WEBARSBERAR(HE])B=287 AL
AIVEBWE Bt DE8BRAREBARE
300,000,000 702174 £ 84,109,692 BT L @M T £
MG EE o

Rig Lz ERBE RS - 288 R IR EE A
o WD BEY RE— T RB DB EBRAARK
A& H ) fEE 45 400,000,000 7T © 9 IEHEIREZ
5 1 A 0 8 16 ok PS80 RO MR SR I AR A ) a4 B o 3
TTRSNTE AR - UHE R EE -
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(Expressed in RMB unless otherwise indicated)
(BRRBAEFBIN - UARBIIR)
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20

Fortunet e-Commerce Group Limited

CAPITAL INJECTIONS FROM NON-
CONTROLLING EQUITY SHAREHOLDERS
(CONTINUED)

As at 30 June 2019, PCL has issued 56,073,128
new shares to two of the above investors. Proceeds
from one of the investors, net of transaction costs,
of RMB92,851,000 have been received during the
six months ended 30 June 2019. Proceeds from the
other investor has not yet been received while this
investor granted an advance of RMB100,000,000
to PCL which is non-interest bearing and will mature
upon receipt of the proceeds for shares issued to this
investor by PCL.

MATERIAL RELATED PARTY
TRANSACTIONS

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

(@) Transactions with the equity shareholders
of the Company

Details of guarantees provided by the equity
shareholder of the Company for the Group’s
convertible bonds are set out in Note 14.

(b) Key management personnel remuneration

Remuneration for key management personnel
is as follows:

Short-term employee benefits
Contributions to defined contribution
retirement plans

COMPARATIVE FIGURES

The Group has initially applied HKFRS 16 at 1
January 2019 using the modified retrospective
method. Under this approach, comparative
information is not restated. Further details of the
changes in accounting policies are disclosed in Note
3.
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REFEREZRRNEE (F)

R-ZBE—RENA=1tHE oA LHEEFRSZ
B EE1756,073,128 IFTKH - REBEZE=ZF—1
FEXNA=FTHIEANER  DEEREF—ZKREE
WERFT SR IB (B R Z KA ) AR 92,851,000
T DAEMARKEEMEEENMERE  BZE
REEB RSB AR 100,000,000 7T * 522K
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EXEBLERS

Bk 7 R A B 7 ¥ 5 P 3 R RO A BRI
RINHMBEANBB AR ZWT -

REBRBA

(a) BRELFEBRFETHRS

A AR AN R B A SR B IR AR
REFHIEEAMIEE 14 ©

(b) FRAREEASHH
FREEABFHMAT

Six months ended 30 June

HEANA=tHIEAEA

2019 2018
—g-hE -2 )\F
RMB’000 RMB’000
ARMTR  ARETR
2,524 2,213

58 29

2,582 2,242
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Review Report to the Board of Directors of
Fortunet e-Commerce Group Limited
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial report set out on pages
20 to 60 which comprises the consolidated statement of financial
position of Fortunet e-Commerce Group Limited (the “Company”)
and its subsidiaries as of 30 June 2019 and the related
consolidated statement of profit or loss, statement of profit or loss
and other comprehensive income and statement of changes in
equity and condensed consolidated cash flow statement for the
six month period then ended and explanatory notes. The Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited require the preparation of an interim financial
report to be in compliance with the relevant provisions thereof and
Hong Kong Accounting Standard 34, Interim financial reporting,
issued by the Hong Kong Institute of Certified Public Accountants.
The directors are responsible for the preparation and presentation
of the interim financial report in accordance with Hong Kong
Accounting Standard 34.

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

SCOPE OF REVIEW

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

Review Report
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RESULTS AND APPROPRIATIONS

The results of the Group for the six months ended 30 June 2019
are set out in the consolidated statement of profit or loss and other
comprehensive income on page 20.

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

As at 30 June 2019, the interests and short positions of the
Directors or chief executives of the Company or their respective
associates had any interests or short positions in the Shares,
underlying Shares or debentures of the Company or its associated
corporations (within Part XV of the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SFO”))
which were required to be notified to the Company and the
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they were taken or deemed to
have under such provisions of the SFO), or which were required,
pursuant to section 352 of the SFO, to be entered in the register
referred to therein, or which were required, pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code”), to be notified to the Company and the Stock
Exchange, were as follows:

Other Information

HthZ#

RERDE

AEERBE-ZE-NFRAZTHLERNEANEERNE20E
BiRe Ba L EM R ERER -

$§g§$&%%ﬁﬁkémﬂﬁﬁ - HERD R ESTHES
K

RIZ-AFRA=TH  ARREFHESTRAERESTE
BHBEATNARAHEREZE (EER BB ENENBE
Z M EERD ([ &2 RIE RG] ) EXVED) Ml - ARk
EFTHAREES MERIIZEXVES7 X8 D HAMEG AN AT
REAMARZZMARAR (B WEAEaloAR (2R
BESRAERPNABIECCREFRRBEENRRIRE)
HARIERE 75 o BB (6D 55 352 (R 7R rC 8RN & gk Pl B RC T e e 2 I
KA IREETETAESETESXSNRETR((RES
Bl BAGANRR MBS PeEm SR A - AT

Approximate
percentage of
Shares in issue

Number of underlying
Shares comprised

Name of Director in options (note 3) Notes
BREEERERN HERTRAN

EEnE HERMEE BAE D (5E3) FiaE
Mr. Cheng Jerome Cheng Jerome %t 4 87,000,000 4.80% 1
Mr. Yuan Weitao REEBLEE 15,000,000 0.83% 2
Mrs. Guo Yan B odum 15,000,000 0.83% 2
Notes: Wia -

1. This represents the interest in the underlying Shares of the Share Option 1. FERITIER —F— N+ H = AR H#7 15,000,000 (758 g1 (R —F—=F

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

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

3. The approximate percentage is based on a total of 1,810,953,272 issued
Shares of the Company as at 30 June 2019.

FNA=+NBERA) R —F—/VF 7 F AR 72,000,000 (5557
RERF IS TR R 27 7.2 $ARIR (r i1 s

2. ERITR = F—NF 1A= AR ZBRES THRRBETR-F—F
FNA =1/ AR B IR 1 B 18R R 17 b2 o

3. BEAI B A TSR = FE—NEN A=+ AR LG4 1,810,953272 K E
BITRGTE -
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Saved as disclosed above, as at 30 June 2019, 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 naotified to the Company and the Stock Exchange.

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2019, 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:

Fortunet e-Commerce Group Limited Interim Report 2019
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Long and short positions in the Shares and underlying

Shares of our Company

Other Information

FARNRDREBRONFAERKR

Hgx

Approximate
percentage of
shareholding

Name of substantial shareholder Nature of Interest Interest in Shares (note 8) Notes
BARET DL

FTERREH ERtE RS (KM¥zx8) Py =E

Century Investment (Holding) Beneficial interest 896,885,818 (L) 49.53% 1
Limited (“CIH”) 220,000,000 (S) 12.15%

Century Investment (Holding) oy
Limited (“CIH”)

Starr International Foundation Interest of controlled corporations 224,710,691 (L) 12.41% 2

Starr International Foundation R EE R

Greater Bay Area Homeland Interest of controlled corporations 220,000,000 (L) 12.15% 3
Investments Limited

RNEBHFAREREBERAT R EE S

Central Huijin Investment Limited Interest of controlled corporations 154,691,176 (L) 8.54% 4

RARESIREBERETLRA R AE R

Beijing Enterprises Real Estate Beneficial interest 151,515,000 (L) 8.37% 5
(HK) Limited

ILEEE (HB)ARAT ey

Yang Liu Interest of controlled corporations 148,400,000 (L) 8.19% 6

2% R AR

Taiping Trustees Limited Beneficial interest 138,888,000 (L) 7.67% 7

KEEFEBRAA

EHES
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Notes:

Fortunet e-Commerce Group Limited

CIH is wholly owned by Ms. Pun Tang. CIH currently holds 598,885,818
ordinary shares of the Company (“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. On 18
April 2019, a subscription agreement (“Subscription Agreement”)
was entered into between CIH and Mega Prime Development Limited
(“Mega Prime”), pursuant to which CIH issued exchangeable bonds
(“Exchangeable Bonds”) to Mega Prime, which are exchangeable
into 220,000,000 Shares. Such underlying Shares are currently owned
by CIH. Subsequently, on 30 July 2019, a novation deed (“Novation
Deed’) was entered into between Mega Prime as outgoing party, Poly
Platinum Enterprises Ltd (“Poly Platinum”) as incoming party and CIH
as continuing party, pursuant to which all rights, obligations and liabilities
of Mega Prime under the Subscription Agreement was novated to Poly
Platinum.

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.

As at 30 June 2019, Mega Prime was the beneficial owner of the
Exchangeable Bonds, which are exchangeable into 220,000,000 Shares.
Mega Prime is wholly owned by Greater Bay Area Homeland Investments
Limited. Subsequently, on 30 July 2019, the Novation Deed was entered
into between Mega Prime as outgoing party, Poly Platinum as incoming
party and CIH as continuing party, pursuant to which all rights, obligations
and liabilities of Mega Prime under the Subscription Agreement was
novated to Poly Platinum. Poly Platinum is wholly owned by Greater Bay
Area Homeland Development Fund LP. Greater Bay Area Homeland
Development Fund (GP) Limited (“GBAHD GP’) is the general partner
of Greater Bay Area Homeland Development Fund LP. Greater Bay Area
Development Fund Management Limited (“GBAD Fund Management”)
is the fund manager of Greater Bay Area Homeland Development Fund
(GP) Limited. Both GBAHD GP and GBAD Fund Management are wholly
owned by Greater Bay Area Homeland Investments Limited.

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.

Beijing Enterprises Real Estate (HK) Limited is wholly owned by 1L R AE#E
BEAFRE(FLA], which is in turn wholly owned by Beijing Enterprises
Group Company Limited. Bejjing Enterprises Group Company Limited is
wholly owned by the State-owned Assets Supervision and Administration
Commission of the People’s Government of Beijing Municipality.

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

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

The approximate percentage is based on a total of 1,810,953,272 issued
shares of the Company as at 30 June 2019.
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CORPORATE GOVERNANCE

The Company is committed to maintain high standards of
corporate governance practices and procedures with a view to
being a transparent and responsible organisation which is open
and accountable to the shareholders of the Company. These can
be achieved by an effective Board, segregation of duties with clear
accountability, sound internal control, appropriate risk assessment
procedures and transparency of the Company. The Board
will continue to review and improve the corporate governance
practices from time to time to ensure the Group is led by an
effective Board in order to optimise returns for the shareholders
of the Company. During the six months ended 30 June 2019,
the Company has applied the principles of and has complied
with all code provisions as set forth in the Corporate Governance
Code (the “CG Code”) as contained in Appendix 14 of the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”), save for the deviation as
set forth below:

Code Provision A.6.7

Code Provision A.6.7 of the CG Code provides that independent
non-executive directors and non-executive directors should
generally attend general meetings of the Company. Mrs. Guo
Yan and Mr. Liu Jialin were not able to attend the annual general
meeting of the Company held on 28 May 2019 due to their other
engagement in other commitments.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S SHARES

During the six months ended 30 June 2019, neither the Company
nor any of its subsidiaries had purchased, sold or redeemed any of
the listed shares of the Company during the six months ended 30
June 2019.

COMPLIANCE WITH THE MODEL CODE FOR
DIRECTOR’S SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in
Appendix 10 of the Listing Rules as its own code of conduct for
securities transactions. Specific enquiries have been made with
all Directors, who have confirmed and declared that they have
complied with the required standards set out in the Model Code
throughout the six months ended 30 June 2019.
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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
six months ended 30 June 2019 the Audit Committee consists of
three members, namely Mr. Wong Chi Keung, Mr. Liu Jialin and
Mr. Chan Chi Keung, Alan, of whom were all independent non-
executive Directors. Mr. Wong Chi Keung, who has appropriate
professional qualifications and experience in accounting matters,
was appointed as the chairman of the Audit Committee.

The Audit Committee has reviewed the accounting principles,
practices and treatments adopted by the Group and the unaudited
interim results of the Group for the six months ended 30 June
2019 with the management of the Company.

APPRECIATION

On behalf of the Board, | would like to express my gratitude to our
management and staff for their dedication and contribution to the
Group throughout the six months ended 30 June 2019.

By order of the Board

Fortunet e-Commerce Group Limited
Mr. Cheng Jerome

Chairman

Hong Kong, 30 August 2019

Fortunet e-Commerce Group Limited Interim Report 2019
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