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GROUP INTRODUCTION
SE 3

Changyou Alliance Group Limited (HK01039) (the “Company”
and, together with its subsidiaries, collectively the “Group”),
together with CCB International, UnionPay Merchant, China
Mobile, Bank of China and China Eastern Airlines formed

a joint venture to develop a global “Digital Point Business
Ecosystem Alliance” (the “Changyou Platform”) and to create
a new blue ocean of a brand new, sustainable and recyclable
digital-points ecosystem by applying digital points as
financial assets.
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BRAND INTRODUCTION
OF THE CHANGYOU
PLATFORM
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The Digital Point Ecosystem Alliance operational platform (“Changyou platform”) was jointly
initiated by the Group, CCB International and UnionPay Merchant, with investment from Bank
of China, China Mobile and China Eastern Airlines. The Changyou platform will make use of the
abundant points resources of the six founding shareholders to integrate its respective digital
points, which are virtual assets that have broad application prospects. The Changyou platform
also aims to employ advanced technology such as big data and blockchain to build the “Digital
Point Business Ecosystem Alliance” and “Virtual Asset Circulation and Settlement System”,
which will be available globally. Through the continuous global expansion of the platform,
digital points will certainly be an important component of the asset virtualisation of internet
digital inclusive financing. The digital points as virtual assets will bring brand new experience
for the Group and its customers for assets trading with high efficiency, high level of security,
intelligence and low cost, as well as settlement and preservation. Changyou symbolises the
internet technology entering into a new phase and is one of the platforms which demonstrates
the future of financial industry ecosystems.
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CHAIRMAN'S STATEMENT
FREE




Changyou Alliance Group Limited (the “Company” or
“Changyou”, and together with its subsidiaries, the “Group”) has
capitalised on its years of experience in the e-commerce business
to grasp market opportunities and enter the digital points business
segment and industry, with its business continuously expanding
into diversified and large markets. 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, Bank of China Group Investment Limited, China Mobile
(Hong Kong) Group Limited and China Eastern Airlines Corporation
Limited. Meanwhile, to better promote our corporate image and
in line with the Group’s strategic focus on the development of
Changyou, the English name of the Company has been changed
from “Fortunet e-Commerce Group Limited” to “Changyou Alliance
Group Limited” and the Company has adopted “i5 f B BB £ [E A
/A )" as its dual foreign name in Chinese in place of “& 48 5
EBE AR AT with effect from 3 June 2020.

The Changyou Platform is an important part of the Group’s
business. The platform is specifically developed for electronic trade
and aims to integrate the digital membership points, resources and
strategic advantages of the business partners in the Changyou
Alliance, maximise the value of digital points as virtual assets and
preserve the interests for platform users. The Group strives to
develop the Changyou Platform as an integrative and secured
platform. In recent years, with the development of blockchain,
big data, artificial intelligence and Software as a Service (“SaaS”)
technology, digital assets have received increasing recognition
from the industry as a type of secured asset. By leveraging
advanced technologies such as blockchain, big data analysis and
artificial intelligence, the Changyou Alliance aims to develop a
safe and stable global financial platform for the issuance, storage,
circulation, and payment settlement of blockchain tokenisation of
assets.

With the continuous improvement of business models and
consumption scenarios, the Changyou Platform has undergone
rapid development since its launch, with more diversified products
and services, continuous expansion of scale, gradually covering a
wide range of consumption scenarios and daily service business
scope, and increasing number of users. For the year ended 31
December 2022, the cumulative number of registered users of
the Changyou Platform amounted to approximately 150.2 million,
representing an increase of approximately 53.5 million or 55% as
compared with the total number as at 31 December 2021 (For the
year ended 31 December 2021: approximately 96.7 million).
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Chairman’s Statement

ERWE

For the year ended 31 December 2022, the gross profit of the
Company increased to approximately RMB28.3 million (For the
year ended 31 December 2021: approximately RMB12.7 million)
representing an increase of approximately 122.8% as compared
to 2021. The Group is expanding the application of eco-resources,
strengthening the foundation of the application of digital assets,
leveraging the marketing and operational advantages of the
Changyou Platform, and enhancing customer retention and activity
to achieve stable revenue and long-term profit growth for the
Group.

On behalf of the board of directors (the “Directors”) of the
Company (the “Board”), | would like to express my gratitude to our
management and staff for their dedication and contribution to the
Group throughout the year ended 31 December 2022.

By order of the Board
Changyou Alliance Group Limited

Cheng Jerome
Chairman

30 March 2023
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Management Discussion and Analysis

THEMWRE 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 Alliance with CCB International (Holdings) Limited,
China UnionPay Merchant Services Company Limited, Bank of
China Group Investment Limited, China Mobile (Hong Kong) Group
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 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 digital 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, storage and payment settlement of
blockchain tokenisation of assets.

Over the years, the Changyou Platform has increased the number
of both members and users, and more diversified products and
services, and optimised the business models and consumption
scenarios. As at 31 December 2022, the total number of registered
users on the Changyou Platform was approximately 150.2 million,
representing an increase of approximately 53.5 million registered
users compared to the total number as at 31 December 2021.
For the year ended 31 December 2022 (the “Reporting Period”),
the total transaction volume of the Changyou Alliance business
amounted to approximately RMB236.0 million, which representing
an increase of approximately RMB78.7 million (approximately
50.0%) over the same period last year.

The improvement in the results of the Group for the Reporting
Period was achieved by (i) eliminating businesses which are
unprofitable and cost-ineffective in the short term, and optimising
the relevant staff and operating costs; (ii) rapidly increasing the
operating income of existing businesses and accelerating the
expansion of new businesses that are closely linked to existing
platform resources, users and supply chain resources with a view
to reducing the initial expansion costs of the new businesses
and laying the foundation for the rapid development of the new
businesses at a later stage; and (jii) optimising its supplier structure
and combining high-frequency rigid services and products with
high profit margin.

Changyou Alliance Group Limited  Annual Report 2022
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In 2022, building on the merchant ecosystem developed in
2021, the Changyou Platform had optimised its products and
strengthened its penetration into quality scenarios of SaaS
digital points services, target-oriented services and corporate
services, prompting steady growth in user base and continuous
improvement in business revenue and operating profits on a year-
on-year basis. The challenges from the multiple outbreaks of the
COVID-19 pandemic in the People’s Republic of China (“PRC”) in
2022 have laid a solid foundation for fulfulling the tasks of the year.

SaaS digital points service

During the Reporting Period, the Group updated the processes
and page functions of its standard SaaS digital points services,
which can be modularised for different merchants and adapted to
access of online and offline merchants in various industries. It is
also connected to three main payment tools in the PRC without
direct contact with merchants, which allow for quick access
to small and micro merchants and franchisees and reduce the
workload required for account reconciliation and settlement.

By connecting with games, entertainments and movie platforms
and other traffic portals online, the Group expanded the usage
scenario of user points. The Group stayed close to users offline,
expanding the number of brands of retail chains on the platform
and providing services to the community and general public, by
using its existing cooperation with China Mobile. The Group also
continuously made efforts in expanding its car ownership and
travel service scenarios, increasing access to services such as
parking, car washing and travel services (such as bus and metro),
which lays the foundation for the subsequent target-oriented
service.

By shortening the value chain between consumption scenarios
and merchants, the Group reduced the number of benefit sharing
entities involved and enhanced the profitability of the Changyou
Platform. During the Reporting Period, the Group optimised the
equity categories of the SaaS digital point service, improved
the consolidated profitability and improved the product flow to
enhance the conversion rate of each segment and improve the
profitability of closed loop business.

Target- oriented services

During the Reporting Period, the Group re-optimised the public
accounts such as Changyou Life public account, Joy with
Changyou and Changyou Equity, forming a private domain and
public account matrix. The Changyou Platform sorted out its
supply chain and introduced various branded products, combining
frequently used equity and products with high profit margin to
increase its overall repurchase rate and profitability.

The Group had started to build the Changyou community,
gradually inviting target customers to join the community, and
providing them with targeted services such as promotions in
respect of petrol and car washing for car owners to promote user
retention and activity. In addition to products and equity sales,
the Group relied on the Changyou private domain to explore
advertising business, the use of the UnionPay application and
attract new users of bank credit cards, to diversify the Group’s
source of profit growth.

Management Discussion and Analysis
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Management Discussion and Analysis

THBEWE S

Corporate Services

The Group provides marketing services for banks, insurance
companies and UnionPay through the business ecosystem
connected by the Changyou Platform to attract new users and
promote user activation. As for valet operation, the Group utilises
the SaaS digital point services from the Changyou Platform to
support the online business of small and micro merchants and
accomplish O20 on-site services. The Group also empowers
merchants through the SaaS digital points services from the
Changyou Platform, helping merchants to boost transactions from
users, thereby increasing their revenue and profits. The Group had
collaborated with a number of mainstream platforms of industry
verticals.

FINANCIAL REVIEW
Revenue

The Group recorded a consolidated revenue of approximately
RMB215.0 million (2021: approximately RMB114.2 million),
representing an increase of approximately 88.3% as compared
to 2021. During the year ended 31 December 2022, the Group
rapidly increased the operating income of its existing businesses
and accelerated the expansion of new businesses that are closely
linked to existing platform resources, users and supply chain
resources.
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Gross profit

The gross profit of the Group for the year ended 31 December
2022 amounted to approximately RMB28.3 million (2021:
approximately RMB12.7 million). Since the Group changed its
business strategy to providing its products to customers with
higher profit margins, the gross profit margin for the year ended 31
December 2022 was eventually increased to approximately 13.1%
(2021: approximately 11.1%).

Other (expenses)/income

The other expenses of the Group for the year ended 31 December
2022 was approximately RMBO0.1 million (2021: other income
of approximately RMBO0.6 million). A detailed breakdown of the
factors contributing to the other income of the Group is disclosed
in Note 5 to the financial statements as disclosed in this report.

Impairment gain/(loss) of trade and other receivables

The impairment gain of the Group for the year ended 31 December
2022 was approximately RMB7.3 million, which mainly represents
recoveries of other receivables during the year ended 31 December
2022 (2021: impairment loss of trade and other receivables of
approximately RMBO0.9 million).

Selling and distribution expenses

The selling and distribution expenses of the Group for the year
ended 31 December 2022 decreased to approximately RMBG6.1
million (2021: approximately RMB24.2 million). The decrease was
mainly attributable to reduced sales and promotion activities for
the Changyou Platform during the year ended 31 December 2022.

Administrative expenses

The Group’s administrative expenses for the year ended 31
December 2022 decreased to approximately RMB32.2 million
(2021: approximately RMB51.9 million). The decrease was mainly
attributable to the implementation of certain cost saving measures
by the Group, including staff layoff, since the fourth quarter of
2021.

Research and development costs

The research and development costs of the Group for the year
ended 31 December 2022 decreased to approximately RMB12.6
million (2021: approximately RMB39.0 million). The decrease was
mainly attributable to the decrease in staff costs for research and
development activities during the year ended 31 December 2022.

Management Discussion and Analysis
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Management Discussion and Analysis

THBEWE S

Finance costs

The Group incurred finance costs of approximately RMB33.3
million for the year ended 31 December 2022 (2021: approximately
RMB20.4 million). A detailed breakdown of the factors contributing
to the finance costs of the Group is disclosed in Note 6(a) to the
financial statements as disclosed in this report.

Taxation

No income tax expenses was recorded for the years ended 31
December 2022 and 31 December 2021.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2022, cash and cash equivalents of the
Group were approximately RMB33.0 million (as at 31 December
2021: approximately RMB50.4 million). As compared to 2021,
cash and cash equivalents decreased by approximately RMB17.4
million, mainly due to net cash outflow arising from operating
activities of approximately RMB7.0 million (2021: approximately
RMB103.4 million), net cash outflow arising from investing activities
of approximately RMBO0.5 million (2021: net cash outflow of
approximately RMBO0.5 million) and net cash outflow from financing
activities of approximately RMB11.1 million (2021: net cash inflow
from financing activities of approximately RMB3.8 million).

Convertible Bonds

In view of the increasing popularity of consumer spending with
digital points, the successful experience of the Group in developing
the Changyou Platform and the robust performance and growth
of the Changyou Platform, the Company issued HK$126.0 million
3.5% convertible bonds (the “2020 Convertible Bonds”) to
Century Investment (Holding) Limited (“CIH”), the net proceeds
of which was intended to be utilised to expand the business
operations of Changyou Alliance and the Changyou Platform
(“Digital Point Business”) into Hong Kong and overseas markets
by developing an additional new digital point electronic platform
with Hong Kong and overseas as the target markets (the “New
International Changyou Platform”).

On 29 July 2020, the Company entered into a subscription
agreement with CIH, pursuant to which the Company agreed to
issue the 2020 Convertible Bonds to CIH. The issuance of the
2020 Convertible Bonds was completed on 19 October 2020. The
2020 Convertible Bonds bear interest at 3.5% per annum and will
mature on the date falling three years after the first issue date of
the 2020 Convertible Bonds. For further details of the transaction,
please refer to the announcement of the Company dated 29 July
2020 and the circular of the Company dated 17 September 2020.
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As at 31 December 2022, the actual uses of the proceeds from
the issuance of the 2020 Convertible Bonds were as follows:

Original use of the
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Issue of Warrants

On 26 March 2018, the Company and CIH, the substantial
shareholder of the Company, entered into a warrant subscription
agreement, pursuant to which the Company agreed to issue
298,000,000 warrants (the “Warrants”) to CIH at a subscription
price of HK$0.01 per Warrant. The Company received the
subscription price of HK$2,980,000. For further details of the
transaction, please refer to the announcements of the Company
dated 26 March 2018 and 27 June 2018, and the circular of
the Company dated 5 July 2018. The Warrants were issued
on 18 September 2018. The net proceeds from the issue of
Warrants (after deduction of relevant expenses) of approximately
HK$1,480,000 was fully utilised for the development of the
Changyou Platform during the year ended 31 December 2018.

Upon the fulfilment of certain conditions, the Warrants are
exercisable in full or in part at any time between the period
commencing on the date that is six months after the date of the
issue of the Warrants and ending on the earliest of () the date
on which all Warrants have been exercised in full; and (ii) the
date that is the fifth anniversary date of the issue date of such
Warrants. None of the Warrants were exercised during the year
ended 31 December 2022. However, the Company is of the view
that CIH has demonstrated continuous support and motivation to
improve the Company’s financial performance. CIH will continue to
introduce strategic partners to the Group so as to further enhance
the performance.

Share options

On 7 August 2018, the Company granted 72,000,000 share
options to Cheng Jerome, the chairman and an executive
Director. For further details of the transaction, please refer to the
announcement of the Company dated 4 May 2018 and the circular
of the Company dated 15 June 2018. No option was exercised
during the year ended 31 December 2022.
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Deemed disposal of equity interest in a subsidiary

On 29 July 2020, Pointsea Company Limited (“PCL”), an indirect
non-wholly owned subsidiary of the Company, entered into a
subscription agreement with an investor (the “New Investor”),
pursuant to which, among other things, PCL conditionally agreed
to allot and issue, and the New Investor conditionally agreed to
subscribe for or shall procure the nominee of the New Investor
to subscribe for, not less than 61,078,767 but not more than
73,287,671 shares of PCL at the subscription price of not less
than US$35,670,000 but not more than US$42,800,000 (the
“2020 Subscription”). The net proceeds expected to be raised
upon the completion of the 2020 Subscription were intended to be
utilised for, among other things, the development and expansion
of the Digital Points Business and the Existing PRC Changyou
Platform. The subscription price payable for the 2020 Subscription
was determined after arm’s length negotiations between PCL
and the New Investor on the basis of the pre-money valuation of
approximately US$593 million. As the conditions precedent to the
2020 Subscription have not been fully satisfied or waived by PCL
or New Investor (where applicable and as the case may be) by
the long stop date (being 30 June 2022), the 2020 Subscription
had automatically terminated on 1 July 2022. For further details
of the 2020 Subscription, please refer to the announcements of
the Company dated 29 July 2020, 30 June 2021, 31 December
2021 and 4 July 2022 and the circular of the Company dated 22
September 2020.

Disposal of equity interest in a subsidiary

On 9 November 2022, Century Network Holding Limited (‘CNH”),
a non-wholly owned subsidiary of the Company, entered into
a share purchase agreement with GTE Fin Group Limited (the
“Purchaser”), pursuant to which, among other things, CNH
agreed to dispose 100% equity interests in Fortunet Holding
Limited (“FHL”) to the Purchaser at a cash consideration of
HK$1,000.

Net liabilities

As at 31 December 2022, net current liabilities of the Group
amounted to approximately RMB119.0 million (as at 31 December
2021: net current assets of approximately RMB46.0 million). As at
31 December 2022, the current ratio (being total current assets
divided by total current liabilities) of the Group was approximately
0.56 (as at 31 December 2021: approximately 1.33).

As at 31 December 2022, total assets of the Group amounted
to approximately RMB154.4 million (as at 31 December 2021:
approximately RMB191.0 million) and total liabilities amounted
to approximately RMB270.2 million (31 December 2021:
approximately RMB253.2 million). The debt ratio (being total
liabilities divided by total assets) as at 31 December 2022 was 1.75
as compared to 1.33 as at 31 December 2021.
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Borrowings

As at 31 December 2022, the Group had total borrowings
(which consisted of convertible bonds and loans from an equity
shareholder of the Company) of approximately RMB140.6 million
(as at 31 December 2021: approximately RMB112.3 million). The
gearing ratio (being total borrowings divided by total equity) as at
31 December 2022 was approximately -1.21 (as at 31 December
2021: approximately -1.81).

Property and equipment

As at 31 December 2022, the property and equipment of the
Group were approximately RMB5.8 million (as at 31 December
2021: approximately RMB4.9 million). A detailed breakdown is
disclosed in Note 11 to the financial statements as disclosed in this
report.

Trade and other receivables

The trade and other receivables of the Group as at 31 December
2022 were approximately RMB114.8 million (as at 31 December
2021: approximately RMB134.2 million). A detailed breakdown
of the factors contributing to the trade and other receivables of
the Group is disclosed in Note 16 to the financial statements as
disclosed in this report.

Inventories

The inventory balance of the Group as at 31 December 2022
was approximately RMBO0.2 million (as at 31 December 2021:
approximately RMBO0.6 million). The Changyou Alliance business
requires minimal inventory level.

Trade and other payables

The trade and other payables of the Group as at 31 December
2022 were approximately RMB124.5 million (as at 31 December
2021: approximately RMB137.3 million). A detailed breakdown
of the factors contributing to the trade and other payables of
the Group is disclosed in Note 18 to the financial statements as
disclosed in this report.

Pledged assets

As at 31 December 2022, the Group did not have pledged assets
(as at 31 December 2021: Nil).

Contingent liabilities

As at 31 December 2022, the Group had no significant contingent
liabilities (as at 31 December 2021: Nil).
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Capital commitment

As at 31 December 2022, the Group had no contracted capital
commitments which were not provided in the financial statements
(as at 31 December 2021: Nil).

Employees and remuneration policy

As at 31 December 2022, the Group had 48 employees (as at 31
December 2021: 71 employees). For the year ended 31 December
2022, total staff costs were approximately RMB27.2 million
(2021: approximately RMB81.0 million). During the year ended
31 December 2022, the Group also provided internal training,
external training and correspondence courses for its staff in order
to promote self improvement and enhancement of skills relevant
to work. The remuneration of the Directors was determined with
reference to their position, responsibilities and experience and
prevailing market conditions.

Foreign exchange risk

The business of the Group is mainly located in China and most
of the transactions are denominated in Renminbi. The Group
has entered into facility agreements denominated in HKD. During
the year ended 31 December 2022, the Group did not utilise
any future contracts and otherwise to hedge against its foreign
exchange risk. However, the Group will continue to monitor the
risk exposures and will consider to hedge against material currency
risk if required.

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

Save for the deemed disposal of equity interest in PCL and the
disposal of equity interest in FHL by the Company as disclosed in
this report, there were no significant investments held nor material
acquisitions or disposals of subsidiaries during the year ended 31
December 2022. There was no plan authorised by the Board for
other material investments or additions of capital assets as at the
date of this report.

PLEDGE OF SHARES BY CONTROLLING SHAREHOLDER

On 28 July 2022, CIH and Poly Platinum Enterprises Limited
(“Poly Platinum”) agreed to vary the terms of the exchangeable
bonds issued by CIH on 18 April 2019 (“Exchangeable Bonds”),
which are exchangeable into the ordinary shares of the Company
(“Shares”). CIH charged to Poly Platinum its interest in the 2020
Convertible Bonds issued by the Company in favour of CIH on 19
October 2020, which are convertible into Shares. The underlying
Shares of the 2020 Convertible Bonds are 300,000,000 Shares,
currently owned by CIH.
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DIVIDEND

The Board does not recommend payment of any final dividend for
the year ended 31 December 2022 (2021: Nil).

PRINCIPAL RISKS AND UNCERTAINTIES

The Group believes that risk management practices are important
and uses its best effort to ensure they are sufficient to mitigate
risks present in the Group’s operations and financial position. The
following are the principal risks and uncertainties of the Group’s
business:

° The Digital Point Business depends on the Group’s ability
to maintain its existing relationships and to develop new
relationships with business partners, cooperation platforms
and suppliers as part of the business ecosystem of the
Changyou Platform. As such, the quality and diversity
of the goods and services available on the Changyou
Platform depend on the Group’s relationship with and
the performance of such business partners, cooperation
platforms and suppliers. The Group has been continually
looking for new opportunities to diversify, improve and
develop the Changyou Platform, and will continue to expand
its connections and networks and to increase the Group’s
competitiveness in the market;

o The Digital Point Business is subject to rapid market
changes and the potential development of new business
models and the entry of new and well-funded competitors.
Although the Group has been successful in capturing market
opportunities, in order to remain competitive, it needs to
stay updated of the constantly evolving industry trends and
to enhance and improve the responsiveness, functionality
and features of the Changyou Platform. In order to attract
and retain users and maintain our competitiveness, the
Group will continue to invest significant resources in its
research and development to improve our existing systems,
enhance its technology infrastructure, and establish and
enrich its big data and blockchain technologies;

o As the Group is continuously expanding its businesses in
China, it is required to comply with the new applicable laws
and regulations that are specifically relevant to the Group’s
business, such as laws and regulations relating to online
commerce, interchange on digital points on the online
platform and distribution content, data protection, internet
information security, intellectual property, etc. There are
substantial uncertainties and restrictions with respect to the
interpretation and application of such laws and regulations
in China. The Company will continue to monitor and identify
changes in the relevant laws and regulations, so as to take
appropriate actions or measures to ensure the Company is
in compliance with such laws and regulations;

Changyou Alliance Group Limited  Annual Report 2022

KRR

EEe U TEAMBE T F+ A=+ B LFEREE
RS (C2=—F:F) -

TERABRTAPEE

AEEREERREETFEEZUENERE BB IARER
SEEBLRFBAREE N ERE - L TRAEEEBH T ER R
K ANERBARA 3

. AEENBFEDEBRBERAEEBEF  SEFaRk
HEBESRBERENERTBERERBR TR LER
R BE o RIRE - Hit - BT e LERMRBHER
REERTZEXBRMY  aE VA RMHEMEAZEN
MERKRHE  ARE-BERSHRESHRL  hEZ0E
RIGHTE - WHEEREREZBBEENEE - 8nAE
B mISHFE S

. AEENHFRDEBRAT SRR  HRBERA
HBEERNFH - EXAEENZRFHEFINA - HARSE
EBEABETSRETERKY  ERARFHEFN &K
i ﬁET%E“Mﬁ%@ BEASHR ISR AR TS
FAMEEEEN RN E - ARSI RBERPILR
FsFE Kilh% EIRMAEERNAE T EARR
WA RS BRI ERZ - W FINR T APIR A S5 A
[ SR BB R

. AR AEEFERRETENEY  FTEETRAEEZE
BRI ERER RS - DIMBERER LEK - E/‘it
FRERBMFEOMOEAT - BUIRFRE  BHEE
2 HMBERSERIER - ?ﬁﬁufﬂ%‘&ﬂﬁﬁmi%qﬂl
ERREMBFERETHEEE LR - RAAGEEER
KA RIRRAR FORRREE - ET%E’X‘L@?E???%UITEMMEE
RARRIETHBDER SRS



o 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 31 December 2022, the Group’s net
foreign currency liabilities amounted to approximately
RMB39.9 million (as at 31 December 2021: net foreign
assets approximately RMB22 million). During the year ended
31 December 2022, 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.

. The outbreak of the COVID-19 pandemic since the
beginning of 2020 has led to an overall decline in the global
economy, which in turn contributed to a drop in the level
of customer’s consumption and spending. Despite the
Group’s diversification of business segments on the Existing
PRC Changyou Platform and plans to develop the New
International Changyou Platform, the Group’s business
operations have inevitably been affected. In light of the
operational risks and financial risks associated with the
COVID-19 pandemic, the Group has proactively adopted
and implemented various strategies and contingency plans
in response to the COVID-19 pandemic.

An analysis of the Group’s financial risk management (including
credit risk, liquidity risk, interest rate and currency risks) are
provided in Note 25 to the financial statements as disclosed in this
report.

The audit committee of the Company (“Audit Committee”) has
been established and is responsible for, among other things,
reviewing the adequacy and effectiveness of the systems of risk
management and internal control of the Group and reviewing and
monitoring the Group’s policies and practices on compliance with
all legal and regulatory requirements (where applicable). For further
details, please refer to the section headed “Internal Control and
Risk Management” on page 58 of this report.
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Management Discussion and Analysis

THBEWE S

PROSPECTS

The Changyou Platform is a global digital asset circulation platform
for the issuance, circulation, payment and settlement of tokenised
assets and serves as the gate point for point redemption.
Leveraging on the smart business environment, the Group takes
full advantage of the channel and customer resources of the
Changyou Platform to gain insights into the intrinsic needs of
enterprises, and build and operate alliance platforms to achieve
network synergy and create a win-win situation.

In 2023, the Group will continue to promote and improve its
existing businesses by (i) continuing to optimise and improve the
operation level and profitability of its existing 2C points business
to achieve steady growth in business profitability based on the
existing scale of the business; (i) with a focus on the platform’s
existing travel and car owner demographic, enhancing its service
capabilities and user activities from the perspective of the supply
chain, products and operations, and achieve a certain level of
business revenue, laying the foundation for rapid development
in the next two years; and (jii) through fully utilising the platform’s
resources and core strength, based on the points business
ecology and leveraging on the innovative products and service
capabilities of Changyou Points Marketing SaaS Platform, offering
corporate customer-oriented products and services to SMEs/
merchants, as well as providing marketing channels and marketing
planning support to corporate customers. The Group will use
comprehensive data and consumption scenarios to conduct
effective marketing activities and will combine users’ attributes
and transaction data to accurately target the characteristics and
requirements of platform users.

The impact of the COVID-19 pandemic on the global economy has
been far-reaching and has led to disruptions to many businesses
across various industries. As a result, the development of the
New International Changyou Platform was delayed. In 2022 the
management of the Company has initiated discussions with CIH,
a substantial shareholder of the Company to establish a joint
venture to operate the New International Changyou Platform. Each
party will contribute their resources so as to mitigate the risks and
reduce the time required to launch the New International Changyou
Platform in 2023. The Group will focus more and commit more
time and resources on the development of the New International
Changyou Platform in 2023.

Changyou Alliance Group Limited  Annual Report 2022

A

BhFaREMAABIHMCEENET  RB  INTNEENER
BFEERBTYE  REEOHLBNREAOD - BEBEEFERE
MWAZ  REBERNNBERTFENRBMEFLER ARAE
AR - BRAELHBTE  BERPBHRMAR -

CECCF AEEBEERERNSREEL () BERLN
MEIRE 2C M EBMCEKEMAEFED  EREEBKHE
FER - BIREBFENELEER () BETARENHITHN
HEFEAR  WMEER  ERTESLERE - IRERISEND
BEER TER-TRENEBRA  BEMTFSREBET
Hit o K (i) TR BAFEERMZOES  EREDESARE
BENGRTED 2 SaaS FEMEIFERMRISEE SN - M/ hh
¥ BPHH BERMBE  URABIKEEIREHEEHER -
BEREENTF - AEEBNAGA SR BB RH#ET
TRELH  MEGAFPBUERRIABBERTNFEAFNE
BREK -

MEMAS 2 REEELNZERE YRR TERSERT
B - Fit - ERGR T ERRCRERE - R-T_—F - K&
NEERELEHECH(ARQRREIZRR) RAT BRI -—HaZD
XLENBBRGHTE BABERMEER - UEERR RS
“T_=FHERBHETA LRRE c RZTZ=F  AEEB
EMEE - RARRMERENEFRGER T aNERE



Looking ahead, by gradually expanding the scope of cooperation
to global level, and progressively developing international
businesses with international industry leaders, the Group aims to
capture a richer and more diversified source of points, increase the
number of users and expand the range of products, services and
types of business, as well as more consumption scenarios.

IMPACT OF THE COVID-19 PANDEMIC AND THE
GROUP’S MEASURES

Since the beginning of 2020, the impact of the COVID-19
pandemic on the global economy has been far-reaching and
has led to disruptions to many businesses across various
industries. During the year 2020, the Group’s business operations
experienced short-term disruptions at the early stage of the
COVID-19 outbreak, due to measures imposed by the Chinese
government to respond to the pandemic, including among other
things, the nationwide lockdowns imposed by the Chinese
government, as well as the mandatory suspension of business
operations in China, where the Group’s businesses are principally
based.

However, owing to the effective control of the COVID-19 outbreak
in China at a rather early stage, the impact of the COVID-19
pandemic on the Group has been minimal. The Group had
recorded a year-on-year increase in revenue of approximately
88.3% for the year ended 31 December 2022 as compared to
2021. Since the Group provided its products to customers with
higher profit margins, the Group’s gross profit from the business
operations of Changyou Alliance and the Changyou Platform
increased to approximately RMB28.3 million for the year ended
31 December 2022 (2021: approximately RMB12.7 million),
representing an increase of approximately RMB15.6 million or
approximately 122.8% as compared to 2021.

As at 31 December 2022, the cash and cash equivalents the
Group amounted to approximately RMB33.0 million, which saw a
year-on-year decrease by approximately 34.6%. Furthermore, as
at 31 December 2022, the current ratio (being total current assets
divided by total current liabilities) of the Group is approximately
0.56. As a result, despite the economic downturn caused by the
COVID-19 pandemic, with the financial supports from CIH, the
Group was able to maintain sufficient liquidity position at the end of
the year 2022, and had focused resources to fund its operations
and fulfil its financial obligations in relation to the Existing PRC
Changyou Business. That being said, although the Group is able
to continue to develop and maintain the Existing PRC Changyou
Platform, the development of the New International Changyou
Platform is delayed and is expected to be launched in 2023.
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Directors and Senior Management

EFREREEE

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

EXECUTIVE DIRECTORS

Mr. Cheng Jerome, aged 70, was appointed as the chairman
and the executive Director on 25 March 2015. He is a member
and the chairman of the nomination committee of the Company
(“Nomination Committee”), and a member of the remuneration
committee of the Company (“Remuneration Committee”). He
served as the chief information officer of Beijing Century Fortunet
Technology Co., Ltd R4 EEEHLAR A F) (“OPCo”) till
December 2015. Mr. Cheng graduated from University Paris 7
with a DEA (D’Etudes approfondies) French degree in information
technology in 1986. He has working experience of over 24 years
in the information technology (“IT”) industry, serving the AXA
Group and Oracle Corporation, both of which are among the
Top 500 worldwide fortune companies. From 1986 to 1994, Mr.
Cheng served the AXA Group successively as network engineer
and architect, head of network architecture team and head of
information technology system performance.

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

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

Mr. Yuan Weitao, aged 57, was appointed as the executive
Director on 25 March 2015 and a director of Century East Network
Limited (“CEN”). CEN is a non-wholly owned subsidiary of CIH,
being a substantial shareholder of the Company. On 18 February
2021, Mr. Yuan was re-appointed as a director of CIH. Mr. Yuan
graduated from Tsinghua University with a bachelor’s degree in
engineering in 1989 and a master’s degree in engineering in 1992.
He has working experience of over 20 years in international trade,
telecommunications and media industries. Mr. Yuan joined China
National Electronics Import & Export Company (Bl & i ) 1
#8712 8]), administered by the Ministry of Mechanical Electronic
Devices of the People’s Republic of China, after his graduation and
worked in its overseas subsidiary as a marketing manager in 1994.
Mr. Yuan joined CIH as vice president in 1999 and was responsible
for project development and external cooperation of CIH. Mr. Yuan
was a director of CIH from March 2003 to July 2019 and served as
a director and executive vice president of OPCo from September
2014 to November 2022.
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Mr. Yuan has been the general manager of Beijing United Online
Technology Co. Ltd (bt REt A& FELEHE AR A F), a subsidiary of
China Mobile Communications Corporation (1B Ei@EEBE A
7)) in 2000; a vice-president and the representative of the China
office of CMBSat which was a subsidiary of Echostar, one of the
US leading satellite television operators, in 2006; and a vice general
manager of CSMM, a subsidiary of China Telecommunications
Corporation (R E{F5&E A 7)), from 2010 to August 2014.

NON-EXECUTIVE DIRECTOR

Mrs. Guo Yan, aged 50, was appointed as the non-executive
Director on 25 March 2015. She has working experience of over
17 years in the IT industry. She has experience in the management
of IT sales and operation of over 15 years. She has led numerous
information/communications technology projects and has extensive
experience particularly in the new mobile internet business model.
Mrs. Guo graduated in testing technology and instruments (&
IR AT B4 82) from Xi’dian University in 1994 and obtained a
postgraduate diploma in astronomical instruments and methods
(R 2381 777%) from the Chinese Academy of Science in 1997.
From 1997 to 2014, Mrs. Guo worked for Huawei Technologies
Co., Ltd (Z A 1lTEBR A ) as a senior client manager of eastern
China region, a director of mobile system division of China region,
and a director of the IT purchasing division of the China region.
Mrs. Guo also participated in the market development of China
Mobile Communications Corporation (FEEB)@EEE RN F)
in Shanghai as a team leader and acted as a project manager in
the project of the IT centralized purchasing bid of China United
Network Communications Corporations Limited (BBt & BIEH
R R).
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Directors and Senior Management

EFREREER

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Wong Chi Keung, aged 68, was appointed as the
independent non-executive Director on 25 March 2015. He is a
member and the chairman of the Audit Committee, and a member
of the Nomination Committee and Remuneration Committee.
Mr. Wong obtained a master’s degree in business administration
from the University of Adelaide in Australia. He is a fellow member
of the Hong Kong Institute of Certified Public Accountants,
the Association of Chartered Certified Accountants and CPA
Australia and an associate member of The Hong Kong Chartered
Governance Institute (formerly known as The Institute of Chartered
Secretaries and Administrators) and the Chartered Institute
of Management Accountants. Mr. Wong is also a responsible
officer for asset management and advising on securities for
Beagle Asset Management Company Limited (formerly known
as CASDAQ International Capital Market (HK) Company Limited)
under the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) (the “SFO”). Mr. Wong has over 40 years of
experience in finance, accounting and management. Mr. Wong
was previously an executive director, the deputy general manager,
group financial controller and company secretary of Guangzhou
Investment Company Limited (now known as Yuexiu Property
Company Limited, a company listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”),
stock code: 123) for over ten years. He is also an independent
non-executive director and a member of the audit committee of
Asia Orient Holdings Limited (stock code: 214), Asia Standard
Hotel Group Limited (stock code: 292), Asia Standard International
Group Limited (stock code: 129), Century City International
Holdings Limited (stock code: 355), China Ting Group Holdings
Limited (stock code: 3398), Golden Eagle Retail Group Limited
(stock code: 3308), Paliburg Holdings Limited (stock code: 617),
Regal Hotels International Holdings Limited (stock code: 78), Yuan
Heng Gas Holdings Limited (formerly known as Ngai Lik Industrial
Holdings Limited, stock code: 332) and Zhuguang Holdings Group
Company Limited (stock code: 1176), all of which are companies
listed on the Stock Exchange. Mr. Wong was also previously an
independent non-executive director of Guoan International Limited
(stock code: 143).
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Mr. Chan Chi Keung, Alan, aged 59, was appointed as the
independent non-executive Director on 25 March 2015. He is a
member of the Audit Committee and the Nomination Committee.
Mr. Chan is a qualified solicitor admitted in England and Wales
in October 1991 and in Hong Kong in February 1992. Mr. Chan
practiced corporate and commercial law for nearly three decades.
He is an independent non-executive director and a member of
each of the audit committee, the remuneration committee and the
nomination committee of Cornerstone Financial Holdings Limited,
a company listed on the GEM of the Stock Exchange (stock code:
8112). He was an independent non-executive director, chairman
of the remuneration committee and a member of each of the audit
committee and nomination committee of L&A International Holdings
Limited, a company listed on the GEM of the Stock Exchange (stock
code: 8195) from 25 September 2014 to 19 October 2015 and was
also an independent non-executive director, the chairman of the
remuneration committee and a member of the audit committee of
BOSA Technology Holdings Limited, a company listed on GEM of
the Stock Exchange (stock code: 8140) from 19 June 2018 to 29
February 2020. Previously, Mr. Chan was the senior general counsel
of Imperial Pacific International Holdings Limited, a company listed
on the main board of the Stock Exchange (stock code: 1076), which
owns an exclusive casino gaming license in Saipan, Commonwealth
of Northern Mariana Islands; and prior to that, the Vice President,
Legal of NagaCorp Limited, a company listed on the Main Board
of the Stock Exchange (stock code: 3918), head of legal services
of The Hong Kong Jockey Club, the Greater China Legal Counsel
for Sun Microsystems and the vice president of Legal Affairs at
Celestial Pictures Limited, a subsidiary of Astro All Asia Networks
Plc., a Malaysian company. Mr. Chan obtained a bachelor of science
degree in civil engineering from the Aston University of Birmingham,
England and a bachelor of laws degree in China Law from the
China University of Political Science and Law in Beijing, the People’s
Republic of China. Mr. Chan is a registered civil celebrant in Hong
Kong and served as a board director (and former chairman) of
Theatre Space Foundation Limited, a theatrical drama performance
charitable institution. He is a council member of the China Overseas
Friendship Association, Beijing, China (3 Z£/& 5N s 2 72 =5).

Mr. Liu Jialin, aged 60, was appointed as the independent
non-executive Director on 1 April 2017. He is a member and the
chairman of the Remuneration Committee, and a member of the
Audit Committee. Mr. Liu also serves as the independent non-
executive director of Far East Horizon Limited (stock code: 3360)
and was previously the independent non-executive director of
China Merchants Securities Co., Ltd (stock code: 6099). Mr.
Liu has been the managing director of Cinda International Asset
Management Limited since February 2011. From 1992 to 2007,
Mr. Liu worked for Morgan Stanley group of companies and
once served as a member of the Management Committee and
Asia Executive Committee as well as a Managing Director in the
Fixed Income Division in Hong Kong. Mr. Liu has over 20 years
of experience in finance and securities industry. Mr. Liu obtained
a bachelor’s degree in science majoring in physics from Peking
University and a master’s degree in science majoring in physics
from Massachusetts Institute of Technology.

Directors and Senior Management

EFREREERR

REBELE 59 RS- hF=-A_t+HAEZEABE
VIHNITESR - BAEZZEGRRELXZEENE - BEER
—NAN—F+AREEBR BB EEEMERER A=
FZREBEBNEEEMER - MELEERBREREFESX
W EEL=TF - BAEASRIZRERA A (R R FTGEM
MHRA]  BRHREE : ST12) B IERITEERBIZEZES - Hil
ZEgRIRZZEBEKE - R T WFNLA-THAZE=Z
—RF+ A+ BT ERERERA R (R HTGEM
ETHAR]  BRDARER : 8195) B ENITES FHEESER
UREEZZEGRIZBEZEENE BN ZZE—\FXATA
AE-Z-TF - A+ N HEREFEAMBRIZRER A A (R
B AZFIGEM ETM®I AR - RO : 8140) B ENITEE « %
MWEZESETFREBERZEEKE - BAESEIEELATFREE
ERARAR (REXETER ETAAR - BREHRSE : 1076) M5
Wk EEN  BEILLFETMENNBRIRESEE  Fity
Al WEETSAERERAR (REBRMEREMHOAR - K&
B - 3018) AR RIRE - BEEBFTNEREKEE - Sun
Microsystems &) A AR 224122 B8 i DA K R R 445 R /2 7] (5 sk a2
‘A@lAstro All Asia Networks Plc. (IFi B A 7)) B AR E R BIEE -
ReR 5 AE BN A5 2 B 1H AR 8 P HT 8 K 22 (Aston University) 2815 A9 17K
TREBELBYUEFPEARIMEILZREBEXSHEFERNF
BAEAE22 180 - RAEEABBFMEREEA « BlI5ZEM
ESARAR(—REBRBESHUB) EBTEE (MATEER)
ARAPESINGEEIESE -

BIFELE 605 R-T—LFWA - HEZERBEIIFNT
BEX - BFRINZEGNERIFE  URERZEEKE - 2%
ETEEEREFEERAF (BRI - 3360) U IFNTES -
REEHEEFRNDERART MR : 6099) B IFAITE
FoREEE T F _AREFEERNREEEEERAF
BEREKE - B NWN_FE-ZTLF - REERNERLT
FAHEERR TEEREFEREZEGRDMATEEGRKEME
BEERARPIESELE - XEREBEEFTERFE20
FRE - B AR ARE YL RRRIB DB+ BT P42
TERMESEIPER LB -

BHBEREEARAR _—T__FFEERSE

27



28

Directors and Senior Management
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MANAGEMENT TEAM

Mr. Yeung Yat Chuen, aged 40, is the chief financial officer of the
Company since November 2020. Mr. Yeung obtained a Bachelor
Degree in Mathematics from The Hong Kong University of
Science and Technology. He has over 19 years’ experience in the
corporate finance industry. Mr. Yeung serves as the independent
non-executive director of MIE Holdings Corporation (stock code:
1555) since April 2022 and is the chief operation officer of Shunten
International (Holdings) Limited (“Shunten”) (stock code: 0932)
since September 2022. He was also an independent non-executive
director of Shunten for the period from May 2022 to September
2022. Prior to joining the Group, Mr. Yeung was the chief financial
officer of a private Hong Kong company in charge of the pre-
IPO group restructuring and fundraising for the period from June
2019 to October 2020. He was the financial controller of Creation
Chance Limited, a wholly-owned subsidiary of Shunten (formerly
known as RM Group Holdings Limited) (stock code: 932) from
December 2018 to June 2019, mainly in charge of the monitoring
the financial and development of the Hong Kong business. For the
period from September 2014 to August 2018, he was the chief
financial officer of PPS International (Holdings) Limited (stock code:
8201) (“PPS”), who was further appointed as the director of PPS
during the period from February 2018 to July 2018, he took charge
of the diversification of the group’s business and establishment of
the PRC branch. Mr. Yeung was the independent non-executive
director, the chairman of the remuneration committee and a
member of the audit committee of North Mining Shares Company
Limited (stock code: 433) for the period from July 2019 to June
2020.

Mr. Chan Chi Keung, Billy, aged 49, is the financial controller,
company secretary, and one of the authorised representatives
of the Company since June 2015. He graduated from Hong
Kong Baptist University with an Honours Degree with major in
Accounting. He is a fellow member of the Association of Chartered
Certified Accountants. He is an independent non-executive director
and the chairman of the audit committee of Boill Healthcare
Holdings Limited (stock code: 1246). Mr. Chan has over 20 years’
experience in auditing, accounting and financial management.
He had worked in South China Media Group for 15 years from
December 1999 to May 2015 and his latest position was the
deputy financial controller. He had worked in South China Land
Limited (formerly named as Capital Publications Limited, stock
code: 8155) from January 2004 to June 2008 as the qualified
accountant and company secretary.
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The Board is pleased to present the annual report and the audited
financial statements of the Group for the year ended 31 December
2022.

GENERAL INFORMATION

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

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

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details
of the principal activities of its subsidiaries are set out in Note 13 to
the financial statements.

BUSINESS REVIEW

A fair review of the business of the Group as well as a discussion
and analysis of the Group’s performance during the year as
required by Schedule 5 to the Companies Ordinance (Chapter 622
of the laws of Hong Kong), including a discussion of the principal
risks and uncertainties facing the Group and an indication of
likely future developments in the Group’s business, can be found
in the sections headed “Chairman’s Statement”, “Management
Discussion and Analysis” and “Corporate Governance Report
— Internal Control and Risk Management” of this report. These
discussions form part of this Directors’ report.

In addition, discussions on the Group’s environmental policies and
performance, compliance with relevant laws and regulations which
have a significant impact on the Group are contained in the 2022
Environmental, Social and Governance Report of the Company.

RESULTS AND DISTRIBUTION

The results of the Group for the year ended 31 December 2022
are set out in the financial statements on pages 71 to 72. The
Board does not recommend the payment of any final dividend for
the year ended 31 December 2022.
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DIVIDEND POLICY

The Company should maintain adequate cash reserves for meeting
its working capital requirements and future growth as well as its
shareholder value in recommending or declaring dividend. The
declaration of payment and the amount of dividend will be made at
the discretion of the Board and will depend on the Group’s results
of operations, earnings, financial condition, cash requirements
and availability, future capital expenditure and development
requirements, business conditions and strategies, interests of
shareholders, any restrictions on payment of dividends and any
other factors that the Board may consider relevant. The Company
does not have any pre-determined dividend distribution ratio. The
Board will review the dividend policy as appropriate from time to
time.

FINANCIAL STATEMENTS

The summary of the results, assets and liabilities of the Group for
the year ended 31 December 2022 is set out on pages 71 to 165
of this report.

RESERVES AND DISTRIBUTABLE RESERVES

Movements in the reserves of the Group during the year ended 31
December 2022 are set out on page 76 of this report and in Note
24 to the financial statements.

Under the Companies Law of the Cayman lIslands, the share
premium of the Company may be distributable provided that
immediately following the date on which the dividend is proposed
to be distributed, the Company will be in a position to pay off its
debts as and when they fall due in the ordinary course of business.
In accordance with the article 134 of the articles of association of
the Company (the “Articles”), dividends may be declared and paid
out of the profits of the Company or from any reserve set aside
from profits which the Directors determined is no longer needed. As
at 31 December 2022, the Company had no reserve available for
distribution to shareholders of the Company.

SHARE CAPITAL

Changes in share capital of the Company for the year ended
31 December 2022 are set out in Note 24(c) to the financial
statements.

PRE-EMPTIVE RIGHTS
There is no provision for pre-emptive rights under the Articles or

the laws of the Cayman Islands which would oblige the Company
to offer new Shares to existing shareholders on a pro-rata basis.
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SHARE OPTION SCHEME

The share option scheme adopted by the Company on 28 June
2010 had expired on 24 September 2020 (the “2010 Share
Option Scheme”). All outstanding share options granted but not
yet exercised under the 2010 Share Option Scheme will continue
to be valid and exercisable in accordance with the rules of the
2010 Share Option Scheme. In relation to any options granted
under the 2010 Share Option Scheme, the exercise price is
determined by the Directors, and will not be less than the highest
of (i) the closing price of the Shares as stated in the daily quotation
sheets of the Stock Exchange on the date of offer of an option
(“Offer Date”); (ii) the average closing price of the Shares as stated
in the daily quotation sheets of the Stock Exchange for the five
business days immediately preceding the Offer Date; and (i) the
nominal value of the Share. The 2010 Share Option Scheme does
not contain any minimum period(s) for which an option must be
held before it can be exercised. However, at the time of granting of
the options, the Board may specify any such minimum period(s).
No options may be exercised more than 10 years from the date of
grant.

As at 31 December 2022, 72,000,000 share options granted to
Cheng Jerome, the chairman and executive Director, under the
2010 Share Option Scheme remained outstanding.

With a view to allowing the Company to grant share options to
eligible participants as incentives or rewards to recognise and
acknowledge their contributions to the Group, the Company
approved and adopted a new share option scheme at the annual
general meeting of the Company held on 3 June 2020 (the “2020
Share Option Scheme”). The 2020 Share Option Scheme will
be valid and effective for the period commencing on the date
of adoption of the 2020 Share Option Scheme (being 3 June
2020) and ending on the 10th anniversary of such adoption date
(both dates inclusive), after which no further share options will be
offered but the rules of the 2020 Share Option Scheme will in all
other respects remain in full force and effect. As at the date of
this report, the remaining life of the 2020 Share Option Scheme is
approximately 7.25 years.
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Under the 2020 Share Option Scheme, the Board may grant
share options to the Group’s employees, chief executives, officers,
directors, substantial shareholders, advisors, consultants, agents,
suppliers, customers, distributors and such other persons who, in
the sole opinion of the Board, will contribute or have contributed
to the Group. For any share options granted to Directors, chief
executives or substantial shareholders of the Company or any of
their respective associates will be subject to the approval by the
independent non-executive Directors (excluding any independent
non-executive Director who is the proposed grantee). As at the
date of this report, the total number of Shares available for issue
under the 2020 Share Option Scheme was 181,095,327 Shares,
representing 10% of the aggregate number of Shares in issue
as at 3 June 2020 and as at the date of this report. The number
of Shares issued and to be issued upon the exercise of share
options granted under the 2020 Share Option Scheme and other
schemes of the Company to an individual in any 12-month period
shall not exceed 1% of the aggregate number of Shares in issue
from time to time, without prior approval from the shareholders of
the Company. The amount payable by an eligible participant on
acceptance of a share option is HK$1.00, which will be payable
within 30 business days after the date of grant.

The exercise price in relation to each share option will be
determined by the Board, but in any event must be at least the
highest of (i) the closing price of the Shares as stated in the daily
quotation sheets of the Stock Exchange on the Offer Date; (ii)
the average closing price of the Shares as stated in the daily
quotation sheets of the Stock Exchange for the five business days
immediately preceding the Offer Date; and (iii) the nominal value
of a Share. Unless otherwise determined by the Board, there is
no minimum period for which a share option must be held and/or
any performance targets which must be achieved before a share
option can be exercised. No option may be exercised more than
10 years from the date of grant.

As at 31 December 2022 and as at the date of this report, no
option has been granted under the 2020 Share Option Scheme.

The number of share options available for grant under the scheme
mandate of the 2020 Share Option Scheme as at 1 January 2022
and 31 December 2022, respectively was 181,095,327.

As at 31 December 2022, options to subscribe for 72,000,000
Shares granted pursuant to the 2010 Share Option Scheme were
outstanding, details of which are set out below and in the Note 22
to the financial statements:
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MAJOR SUPPLIERS AND CUSTOMERS

During the year ended 31 December 2022, the aggregate sales
attributable to the Group’s five largest customers comprised
approximately 2.9% of the Group’s total sales and the sales
attributable to the Group’s largest customer were approximately
0.9% of the Group’s total sales. During the year ended 31
December 2022, the aggregate purchases attributable to the
Group’s five largest suppliers were approximately 42% of the
Group’s cost of sales and the purchases attributable to the
Group’s largest supplier were approximately 15% of the Group’s
cost of sales.

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

RELATIONSHIPS WITH EMPLOYEES, SUPPLIERS AND
CUSTOMERS

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

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

DONATIONS

The Group did not make any charitable and other donations during
the year under review (2021: RMB Nil).

PROPERTY AND EQUIPMENT
As at 31 December 2022, the Group held property and equipment

of approximately RMB5.8 million. Details of the movements are set
out in Note 11 to the financial statements.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S SHARES OR OTHER LISTED SECURITIES

Neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Shares or other listed securities of the
Company during the year ended 31 December 2022.

DIRECTORS

During the year ended 31 December 2022 and as at the date of
this report, the Board comprised the following directors:

Executive Directors

Mr. Cheng Jerome (Chairman)
Mr. Yuan Weitao

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

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

In accordance with article 84 of the Articles, each of Mr. Cheng
Jerome and Mr. Yuan Weitao will retire from the office of Director
by rotation and, being eligible, will offer themselves for re-election
at the forthcoming annual general meeting.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors and non-executive Director has
entered into a service agreement with the Company for a term of
three years, and each of the independent non-executive Directors
has entered into a letter of appointment with the Company for a
term of three years.

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

CONFIRMATION OF INDEPENDENCE

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

The Remuneration Committee considers and recommends to the
Board the remuneration and other benefits paid by the Company
to the Directors. The remuneration of all Directors is subject to
regular monitoring by the Remuneration Committee to ensure that
the levels of their remuneration and compensation are appropriate.
Details of Directors’ remuneration are set out in Note 8 to the
financial statements.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the Directors and the senior management of
the Group are set out on pages 24 to 28 of this report.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

Save as disclosed under the section headed “Connected
Transactions” below and the section headed “Material Related
Party Transactions” in Note 27 to the financial statements, there
was no transaction, arrangement or contract of significance
in relation to the Group to which the Company or any of its
subsidiaries was a party to and in which a Director or an entity
connected with such Director is or was materially interested in,
whether directly or indirectly, subsisting at the end of the financial
year ended 31 December 2022 or at any time during the financial
year ended 31 December 2022.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

None of the Directors held any interests in any competing business
against the Company or any of its jointly controlled entities and
subsidiaries for the year ended 31 December 2022.

DIRECTORS’ RIGHTS TO PURCHASE SHARES OR
DEBENTURES

Save as disclosed under the section headed “Share Option
Scheme” in this report, at no time during the year under review
were rights to acquire benefits by means of the acquisition of
shares in or debentures of the Company granted to any Director or
their respective spouse or minor children, or were any such rights
exercised by them; or was the Company, its holding company,
or any of its subsidiaries or fellow subsidiaries a party to any
arrangement to enable the Directors to acquire such rights in any
other body corporate.

PERMITTED INDEMNITY PROVISIONS

During the year ended 31 December 2022 and up to the date of
this report, there were no permitted indemnity provisions in force
for the benefit of any Director (whether made by the Company
or otherwise) or any director of an associated company of the
Company (if made by the Company).

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

Details of the major subsidiaries of the Company as at 31
December 2022 are set out in Note 13 to the financial statements.

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

As at 31 December 2022, the interests and short positions of the
Directors or chief executives of the Company or their respective
associates in the shares, underlying shares or debentures of the
Company or its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong) (the “SFO”)) which were required to be
notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which they were taken or deemed to have under
such provisions of the SFO), or which were required, pursuant to
section 352 of the SFO, to be entered in the register referred to
therein, or which were required, pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model
Code”), to be notified to the Company and the Stock Exchange,
were as follows:
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Mr. Cheng Jerome 72,000,000 3.98% 1

Cheng Jeromet 4

Notes:

1. This represents the interest in the underlying Shares to be allotted and
issued upon the exercise of the options granted on 4 May 2018 under the
2010 Share Option Scheme.

2. The approximate percentage is based on a total of 1,810,953,272 issued
Shares as at 31 December 2022.

Saved as disclosed above, as at 31 December 2022, 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 the meaning of Part XV of the
SFO) which were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions which they were taken
or deemed to have under such provisions of the SFO), or which
were required, pursuant to section 352 of the SFO, to be entered
in the register referred to therein, or which were required, pursuant
to the Model Code, to be notified to the Company and the Stock
Exchange.
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2022, to the best of the Directors’ knowledge,
the following persons (other than the Directors and chief executives
of the Company) had or deemed or taken to have interests or
short positions in the Shares or underlying shares 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 by the
Company under Section 336 of the SFO:

Long and short positions in the Shares and underlying
Shares
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Approximate
percentage of
Share in issue

Name of substantial shareholder Nature of Interest Interest in Shares (note 7) Notes
2RITRG
BHESL
FTERREH ERtE RS (F35E7) By =t
Pun Tang Beneficial interest 36,000,000 (L) 1.99% 1(a)
EE Bamkms
Interest of controlled corporations 1,196,885,818 (L) 66.09% 1(a)
YL E S 600,000,000 (S) 33.13% 1(b)
CIH Beneficial interest 1,196,885,818 (L) 66.09% 1(a)
Bt 600,000,000 (S) 33.13% 1(b)
Greater Bay Area Homeland Interest of controlled corporations 652,647,000 (L) 36.04% 2
Investments Limited
RNéRLRREIREBR AR R AE R
Starr International Foundation Interest of controlled corporations 224,710,691 (L) 12.41% 3
R EE RS
Beijing Enterprises Group Company Limited Interest of controlled corporations 151,515,000 (L) 8.37% 4
bR EE AR A i AE S
Yang Liu Interest of controlled corporations 148,400,000 (L) 8.19% 5
EPS R AE R
Taiping Trustees Limited Beneficial interest 138,888,000 (L) 7.67% 6
ANFEFRERRA Btk
L = Long position #F& i S = Short position A&
BHEREEERAT T _FFEHRL
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(@) CIH is wholly-owned by Ms. Pun Tang. As at 31 December 2022,
Ms. Pun Tang held 36,000,000 Shares (being approximately
1.99% of the total issued Shares). CIH held (i) 598,885,818
Shares (being approximately 33.07% of the total issued Shares);
and (i) a total of 598,000,000 underlying Shares. These underlying
Shares represented: (a) 298,000,000 new Shares to be issued
upon the exercise of the Warrants in full at the initial strike price of
HK$1.38 per Share (subject to adjustments); and (b) 300,000,000
new Shares to be issued upon conversion in full of the 2020
Convertible Bonds at an initial conversion price of HK$0.42 per
Share (subject to adjustments).

(b) On 18 April 2019, a subscription agreement (“Exchangeable
Bonds 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 Exchangeable Bonds Subscription Agreement
was novated to Poly Platinum. On 28 July 2022, CIH and Poly
Platinum agreed to vary the terms of the Exchangeable Bonds.
The underlying shares of the Exchangeable Bonds increased from
220,000,000 Shares to 300,000,000 Shares. On 28 July 2022,
CIH charged to Poly Platinum its interest in the 2020 Convertible
Bonds issued by the Company in favour of CIH, which are
convertible into Shares of the Company. The underlying shares
of the 2020 Convertible Bonds are 300,000,000 Shares, currently
owned by CIH.

As at 31 December 2022, Poly Platinum held 52,647,000 Shares and is
the beneficial owner of the Exchangeable Bonds, which are exchangeable
into 300,000,000 Shares. On 28 July 2022, CIH charged to Poly Platinum
its interest in the 2020 Convertible Bonds issued by the Company in
favour of CIH, which are convertible into Shares of the Company. The
underlying shares of the 2020 Convertible Bonds are 300,000,000 Shares,
currently owned by CIH. Poly Platinum is wholly-owned by Greater Bay
Area Homeland Development Fund LP. (‘GBAHD Fund”). Greater Bay
Area Homeland Development Fund (GP) Limited (‘GBAHD GP”) is the
general partner of the GBAHD Fund. Greater Bay Area Development Fund
Management Limited (‘GBAD Fund Management”) is the fund manager
of the GBAHD Fund. Both GBAHD GP and GBAD Fund Management are
wholly-owned by Greater Bay Area Homeland Investments Limited.

As at 31 December 2022, Starr Investments Cayman Il, Inc. and Starr
Investments Cayman V, Inc. were the beneficial owners of 114,801,600
Shares and 109,909,091 Shares, respectively (being approximately 6.34%
and 6.07% of the total issued Shares, respectively). Starr Investments
Cayman Il, Inc. is wholly-owned by Starr International Cayman, Inc., which
is in turn wholly-owned by Starr Insurance and Reinsurance Limited. Starr
Insurance and Reinsurance Limited and Starr Investments Cayman V, Inc.
are wholly-owned subsidiaries of Starr International Investments Limited,
which is in turn wholly-owned by Starr International Company Inc. Starr
International Company Inc. is wholly-owned by Starr International AG,
which is wholly-owned by Starr International Foundation, a charitable
foundation established in Switzerland.

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

Atlantis Investment Management (Ireland) Limited and Atlantis Investment
Management (Hong Kong) Limited are the beneficial owners of
148,400,000 Shares and are wholly-owned by Atlantis Capital Holdings
Limited, which is in turn wholly-owned by Yang Liu.
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6. Taiping Trustees Limited is the beneficial owner of 138,888,000 Shares
as trustee of a certain discretionary trust, of which Taiping Assets
Management (HK) Company Limited is investment manager. The ultimate
controlling shareholder of Taiping Trustees Limited is China Taiping
Insurance Group Limited, which is ultimately controlled by the State
Council of China.

7. The approximate percentage is based on a total of 1,810,953,272 issued
Shares as at 31 December 2022.

SUFFICIENCY OF PUBLIC FLOAT

Based on information available to the Company and within the
knowledge of the Directors, the Company has maintained sufficient
public float throughout the year ended 31 December 2022.

RETIREMENT SCHEME

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

The employees of the subsidiaries in China participate in the
retirement schemes operated by the local authorities. The
subsidiaries are required to contribute a certain percentage of
their salaries to these schemes to pay the benefits. The only
obligation of the Group in respect to these schemes is the
required contributions under the schemes. For the year ended
31 December 2022, the Group’s total contributions to the
retirement schemes charged in the income statement amounted
to approximately RMB2.0 million (2021: approximately RMB6.4
million). Details of the Group’s retirement scheme and the basis of
calculation are set out in Note 6(b) to the financial statements.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Company is committed to the establishment of good
corporate governance practices and procedures with a view to
enhancing investor confidence and the Company’s accountability
and transparency. The Company therefore strives to attain and
maintain effective corporate governance practices and procedures.
Throughout the year ended 31 December 2022 and save as
disclosed in this report, the Company has complied with the
code provisions as set out in the Corporate Governance Code
and Corporate Governance Report (the “CG Code”) contained in
Appendix 14 to the Listing Rules. The Group’s principal corporate
governance practices are set out on pages 46 to 62 of this report.
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CONNECTED TRANSACTIONS
Issue of warrants

On 26 March 2018, the Company and CIH, a substantial
shareholder of the Company, entered into a warrant subscription
agreement, pursuant to which the Company shall issue,
298,000,000 Warrants to CIH at the subscription price of HK$0.01
per Warrant. For further details of the transaction, please refer
to the section headed “Management Discussion and Analysis —
Liquidity and Financial Resources — Issue of Warrants” on page 16
of this report.

2020 Convertible Bonds

On 29 July 2020, the Company entered into a subscription
agreement with CIH, a substantial shareholder of the Company,
pursuant to which the Company shall issue HK$126.0 million
3.5% 2020 Convertible Bonds to CIH. For further details of the
transaction, please refer to the section headed “Management
Discussion and Analysis — Liquidity and Financial Resources —
Convertible Bonds” on pages 14 to 15 of this report.

CONTINUING CONNECTED TRANSACTIONS

Details of the Group’s continuing connected transactions were as
follows:

On 3 September 2019, the Company (as lender) and PCL (as
borrower) entered into a facility agreement in relation to a revolving
loan facility to PCL, an indirect non-wholly owned subsidiary of the
Company (the “2019 Facility Agreement”). On 16 September
2022, the Company and PCL entered into a supplemental facility
agreement to which the parties have agreed to vary the terms of
the 2019 Facility Agreement (the “2022 Supplemental Facility
Agreement”). Major terms of the 2019 Facility Agreement as
amended by the 2022 Supplemental Facility Agreement are set out
below:

Amount of revolving : Up to HK$100 million
loan facility

Purpose of revolving
loan facility

. For developing the digital point business
of PCL’s group of companies and for
capital expenditure and general working
capital of PCL’s group of companies.

: The 4-year period from 31 October
2019 (the date on which the Company is
satisfied that all the conditions precedent
of the 2019 Facility Agreement have been
fulfilled or specifically waived in writing by
the Company).

Facility period

Security . None

Changyou Alliance Group Limited  Annual Report 2022

BERXZ
BRITRRER

RZZE-\F=ZAZ+RE » AARECH(ARRREERIR) AL
REERE R B - Bt - AR 317298,000,00017 FF RHEE
FOIH RBEL/THRREEOVET - BEARXHHE—FFF
% F2HAREF6E[ERETREDT-RBESRUHE
IR-BEA TR R | — 8 -

TERCEFTBRRES

R-ZB-RFELA-THE ARFHECHAER AR ERR) 7L
REEW - Bt - ARFERCIHETT126.08 BB T3.5%H —F
“TEARRES - AR ZNE—FFHIE - F2HEARESE
142 16A[ERERwmEDOIT-RBE S MU ER-AIHRES]

—ff e

AEBENFEMEXZNFITHIINT

RZZE—AFENA=A AARIEAERA) K28 (EAER
N —HRE NS NAEHAEAAREEEEZEHBRTD
ERPEREFME((ZE-NEREHE]) - R-_T-__Fh
A+8  ARFEPCLAT I MRARA i © Bt EHREE
W-T-NFREBSOER(ZE-__EHAREHRE]) - &
TR CERRRENHETN S NERENENTBIER
[EHEUE

BRETMESE  TEHM00EBET

BREFMEEN : RAESBEEAFRNETRES XK KA
EDBEEARNARRS R —REER
% o

& HARR B2 NAF+A=+—8EAXRQAE
M_Z—NFREBEOMBDAMEEE
BEKSIHBANAEMERRE 2B
FHAFHAR o

B Lo



Interest PCL shall pay interest on the outstanding
principal amount of each loan at the rate
of 6.5% per annum.

Repayment date : 31 October 2023, being the date falling
on the expiry of the facility period, or such
later date as may be agreed between
PCL and the Company in writing, being
the date for the repayment of all loan(s)
(together with all interest accrued thereon)

in full.
Voluntary PCL may, at any time after a loan
prepayment has been advanced and prior to the

repayment date, prepay such loan in

whole or in part (together with all interest

accrued thereon), without any penalty.
Reborrowing PCL may reborrow any part of the
revolving loan facility which has been
prepaid or repaid in accordance with the
terms of the facility agreement, provided
that (i) no event of default as set out in
the facility agreement has occurred; and
(i) the aggregate outstanding principal
amount of all loan(s) shall not exceed
HK$100 million at any time during the
facility period.

As at 31 December 2022, PCL is owned as to 47.24% by Pointsea
Holdings Company Limited (“Pointsea Holdings”), 15.75% by
Joy Empire Holdings Ltd, 15.75% by Extra Step Investments
Limited, 15.75% by China Eastern Airlines E-Commerce Co., Ltd,
2.76% by Zhongjin Qizhi (Shanghai) Equity Investment Centre
(Limited Partnership)* (F&EE (&) REKREHL(BRER)),
and 2.76% by Senran Investment HK Company Limited. Pointsea
Holdings is owned as to 80% by Treasure Ease Holdings Limited
(“Treasure Ease”) and as to 20% by Easylink Payment Network
(Hong Kong) Company Limited. Treasure Ease is owned as to
50.1% by the Company, 30% by Fin-Tech Company Limited (“Fin-
Tech”) and 19.9% by Chance Talent Management Limited. The
Board considers that PCL is a subsidiary of the Company through
its power to control the board of directors of PCL. CIH, being a
substantial shareholder of the Company, holds the entire issued
share capital of Fin-Tech. PCL is therefore a connected person of
the Company under Rule 14A.16 of the Listing Rules and the grant
of the revolving loan facility constitutes a continuing connected
transaction of the Company under Chapter 14A of the Listing
Rules.

For further details of the transaction, please refer to the
announcements of the Company dated 3 September 2019 and
16 September 2022 and the circulars of the Company dated 15
October 2019 and 12 October 2022.
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The proposed annual cap in respect of the revolving loan facility
under the 2019 Facility Agreement and 2022 Supplemental Facility
Agreement for each financial year of the Company during the
facility period shall not exceed HK$100 million.

As at 31 December 2022, the outstanding principal amount of
the revolving loan was HK$100,000,000 which was the highest
outstanding principal amount of the revolving loan during the year
ended 31 December 2022.

On 20 April 2021, the Company (as lender) and PCL (as borrower)
entered into a facility agreement in relation to a revolving loan
facility to PCL, an indirect non-wholly owned subsidiary of the
Company (the “2021 Facility Agreement”). Major terms of the
2021 Facility Agreement are set out below:

Amount of revolving : Up to HK$100 million
loan facility

. For developing the digital point business
of PCL’s group of companies and for
capital expenditure and general working
capital of PCL’s group of companies.

Purpose of revolving
loan facility

Facility period . The 3-year period from 31 May 2021 (the
date on which the Company is satisfied
that all the conditions precedent of the
facility agreement have been fulfilled
or specifically waived in writing by the
Company).

Security . None

Interest . PCL shall pay interest on the outstanding
principal amount of each loan at the rate
of 6.5% per annum.

Repayment date : The date falling on the expiry of the facility
period, or such later date as may be
agreed between PCL and the Company in
writing, being the date for the repayment
of all loan(s) (together with all interest
accrued thereon) in full.

Voluntary . PCL may, at any time after a loan
prepayment has been advanced and prior to the
repayment date, prepay such loan in
whole or in part (together with all interest

accrued thereon), without any penalty.
Reborrowing . PCL may reborrow any part of the

revolving loan facility which has been
prepaid or repaid in accordance with the
terms of the facility agreement, provided
that (i) no event of default as set out in
the facility agreement has occurred; and
(i) the aggregate outstanding principal
amount of all loan(s) shall not exceed
HK$100 million at any time during the
facility period.
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As at 31 December 2022, PCL is owned as to 47.24% by
Pointsea Holdings, 15.75% by Joy Empire Holdings Ltd, 15.75%
by Extra Step Investments Limited, 15.75% by China Eastern
Airlines E-Commerce Co., Ltd, 2.76% by Zhongjin Qizhi (Shanghai)
Equity Investment Centre (Limited Partnership)* (fF&#% (E
) BRI E RO (BIRAE)), and 2.76% by Senran Investment
HK Company Limited. Pointsea Holdings is owned as to 80%
by Treasure Ease and as to 20% by Easylink Payment Network
(Hong Kong) Company Limited. Treasure Ease is owned as to
50.1% by the Company, 30% by Fin-Tech and 19.9% by Chance
Talent Management Limited. The Board considers that PCL is a
subsidiary of the Company through its power to control the board
of directors of PCL. CIH, being a substantial shareholder of the
Company, holds the entire issued share capital of Fin-Tech. PCL is
therefore a connected person of the Company under Rule 14A.16
of the Listing Rules and the grant of the revolving loan facility
constitutes a continuing connected transaction of the Company
under Chapter 14A of the Listing Rules.

For further details of the transaction, please refer to the
announcements of the Company dated 20 April 2021 and the
circulars of the Company dated 12 May 2021.

The proposed annual cap in respect of the revolving loan facility
under the 2021 Facility Agreement during the facility period for
each financial year of the Company shall not exceed HK$100
million.

As at 31 December 2022, the outstanding principal amount of
the revolving loan was HK$7,392,000. The highest outstanding
principal amount of the revolving loan during the year ended 31
December 2022 was HK$75,000,000.

The independent non-executive Directors have reviewed and
confirmed that the continuing connected transactions set out
above have been entered into:

(i) not in the ordinary and usual course of business of the
Group;

(ii) on normal commercial terms; and

(iii) in accordance with the terms of the 2019 Facility Agreement,
2021 FAcility Agreement and the 2022 Supplemental Facility
Agreement (as the case may be) and on terms that are fair
and reasonable and in the interests of the shareholders of
the Company as a whole.
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The Company’s auditor was engaged to report on the Group’s
continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 (Revised), Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information and with reference to Practice Note 740. Auditor’s
Letter on Continuing Connected Transactions under the Hong
Kong Listing Rules issued by the Hong Kong Institute of Certified
Public Accountants.

For the purpose of Rule 14A.56 of the Listing Rules, the Board
confirms that the letter issued by the Company’s auditor in respect
of the disclosed continuing connected transactions has stated
that nothing has come to the auditor’s attention that causes the
auditor to believe that such continuing connected transactions: (j)
have not been approved by the Board; (i) were not entered into,
in all material respects, in accordance with relevant agreements
governing the transactions; and (i) have exceeded the annual cap,
as set out in Rule 14A.56 of the Listing Rules.

A copy of the auditor’s letter has been provided by the Company
to the Stock Exchange.

RELATED PARTY TRANSACTIONS

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

The register of members of the Company will be closed from
Tuesday, 27 June 2023 to Friday, 30 June 2023, both days
inclusive, during which period no transfer of Shares will be
registered. In order to determine who are entitled to attend and
vote at the forthcoming annual general meeting of the Company
to be held on Friday, 30 June 2023, all transfer documents
accompanied by the relevant share certificates must be lodged
with the Company’s Hong Kong share registrar, Computershare
Hong Kong Investor Services Limited, at Rooms 1712-1716, 17th
Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong for
registration no later than 4:30 p.m. on Monday, 26 June 2023.

AUDITORS

The consolidated financial statements for the year ended 31
December 2022 have been audited by KPMG who shall retire
at the forthcoming annual general meeting of the Company. A
resolution will be proposed at the forthcoming annual general
meeting of the Company to re-appoint KPMG as auditor of the
Company.

By order of the Board

Changyou Alliance Group Limited
Cheng Jerome

Chairman

Hong Kong, 30 March 2023
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CORPORATE GOVERNANCE PRACTICES

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

CORPORATE CULTURE AND STRATEGY

The Group aims to create a brand new, sustainable and recyclable
digital-points ecosystem by applying digital points as financial
assets. The Group instils a culture that promotes innovation,
sustainability, good corporate governance and compliance with
relevant laws and regulations. The Board sets the tone and defines
the corporate culture of the Company, which is underpinned by the
Group’s vision of sustainable growth, and the core values of acting
lawfully, ethically and responsibly across all levels of the Group.

It is the role of the Board to foster the Group’s corporate culture
with the core principles of integrity and accountability to guide
the behaviours of its employees and ensure that the Company’s
purpose, values and business strategies are aligned to it. The
desired culture is developed and reflected consistently in the
operating practices of the Group, workplace policies and practices
as well as relations with stakeholders. The Board monitors and
evaluates the Company’s culture from time to time, encompassing
a range of measures and tools, including workforce engagement,
employee retention and training, stringent financial reporting,
effective and accessible whistleblowing framework, legal and
regulatory compliance, as well as staff safety, well-being and
support.

Taking into account the corporate culture in a range of contexts,
the Board considers that the culture and the purpose, value and
strategy of the Group are aligned.

Save as disclosed in this report, the Company had complied
with the CG Code as set out in Appendix 14 to the Listing Rules
throughout the year ended 31 December 2022.
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THE BOARD

The Board consists of six Directors, two of whom are executive
Directors, one of whom is a non-executive Director and
three of whom are independent non-executive Directors. The
functions and duties conferred on the Board include convening
shareholders’ meetings and reporting on the work of the Board
to the shareholders at shareholders’ meetings as may be
required by applicable laws, implementing resolutions passed at
shareholders’ meetings, determining the Company’s business
plans and investment plans, formulating the Company’s annual
budget and final accounts, formulating the Company’s proposals
for dividend and bonus distributions as well as exercising other
powers, functions and duties as conferred on it by the Articles
and applicable laws. The management team is delegated with
the authorities and responsibilities by the Board for the day-to-
day management and operations of the Group. The composition
of the Board is well balanced with the Directors having sound
industry knowledge, extensive corporate and strategic planning
experience and/or expertise relevant to the business of the Group.
The executive Directors, non-executive Director and independent
non-executive Directors bring a variety of experience and expertise
to the Company.

The composition of the Board during the year ended 31 December
2022 and up to the date of this report is set out below:

Executive Directors

Mr. Cheng Jerome (Chairman)
Mr. Yuan Weitao

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

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

The biographical details of the current Board members are set out
under the section headed “Directors and Senior Management” on
pages 24 to 28 of this report. The list of Directors (by category)
is also disclosed in all corporate communications issued by the
Company pursuant to the Listing Rules from time to time. The
independent non-executive Directors are expressly identified in all
corporate communications pursuant to the Listing Rules.

During the year ended 31 December 2022, the Board at all
times met the requirements of the Listing Rules relating to the
appointment of at least three independent non-executive directors
with at least one independent non-executive director possessing
appropriate professional qualifications or accounting or related
financial management expertise, and the independent non-
executive Directors represented over one-third of the Board.

Changyou Alliance Group Limited  Annual Report 2022
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The Company has received an annual confirmation of
independence from each of its independent non-executive
Directors pursuant to Rule 3.13 of the Listing Rules. Based on the
contents of such confirmation, the Company considers that all
three independent non-executive Directors are independent and
that they have met the specific independence guidelines as set out
in Rule 3.13 of the Listing Rules.

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

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

The Board meets regularly to review the financial and operating
performance of the Company, as well as those relating to the
Group’s performance and reporting on environmental social and
governance (“ESG”), and considers and approves the overall
strategies and policies of the Company.

There is no other relationship between members of the Board.

Each of the executive Directors and the non-executive Director has
entered into a service agreement with the Company for a term of
three years, and each of the independent non-executive Directors
has entered into a letter of appointment with the Company and is
appointed for a term of three years.

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

Chairman and Chief Executive Officer

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

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

CONTINUOUS PROFESSIONAL DEVELOPMENT OF
DIRECTORS

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

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

The participation by each Director in continuous professional
development for the year ended 31 December 2022 is set out
below:
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Reading related rules and
materials and/or
attending training courses

B FAR AR Al R A

Name of Director EEHA RS HEEIRE
Mr. Cheng Jerome Cheng Jeromest 4 v
Mr. Yuan Weitao RIEBEE v/
Mrs. Guo Yan EiE S v/
Mr. Wong Chi Keung B EAE v
Mr. Liu Jialin =R E v
Mr. Chan Chi Keung, Alan fRER A v
BOARD COMMITTEES BEEZES

As an integral part of sound corporate governance practices, f’ﬁ%@Em%E AEMNEEEKE D EFEOKZATHE

the Board has established the following Board committees to

oversee the particular aspects of the Group’s affairs. Each of these
committees comprises independent non-executive Directors who
are being invited to join as members.
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AUDIT COMMITTEE

The Audit Committee was established on 24 September 2010 in
compliance with Rules 3.21 and 3.22 of the Listing Rules and with
written terms of reference in compliance with the CG Code. The
primary duties of the Audit Committee are to review and monitor
the Company’s financial reporting and internal control principles
of the Company and to provide advice and comments to the
Board. The members meet regularly with the external auditors
and the Company’s management team for the review, supervision
and discussion of the Company’s financial reporting and internal
control procedures and ensure that management has discharged
its duty to have an effective internal control and risk management
system. During the year 2022, the Audit Committee consists of
three members, namely Mr. Wong Chi Keung, Mr. Liu Jialin and
Mr. Chan Chi Keung, Alan, all of whom are independent non-
executive Directors. Mr. Wong Chi Keung, who has appropriate
professional qualifications and experience in accounting matters,
was appointed as the chairman of the Audit Committee.

CORPORATE GOVERNANCE FUNCTIONS

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

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

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

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

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

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

The Audit Committee held two meetings during the year under
review to review the financial results of the Group and significant
issues on the financial reporting and compliance procedures,
internal control and risk management systems.

The Audit Committee has reviewed the consolidated financial
statements and annual report of the Group for the year ended 31
December 2021, including the accounting principles and practices
adopted by the Group, the interim results and report for the six
months ended 30 June 2022, the selection and appointment of
the external auditors and the adequacy and effectiveness of the
systems of risk management and internal control of the Group.

The Audit Committee has also reviewed the Company’s policies
and practices on corporate governance and compliance with the
CG Code, reviewed and monitored the continuous professional
development of the Directors, and reviewed and monitored the
Company’s policies and practices on compliance with legal and
regulatory requirements during the year as well as the disclosures
in this report.
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REMUNERATION COMMITTEE

The Remuneration Committee was established on 24 September
2010 with written terms of reference in compliance with the CG
Code. During the year 2022, the Remuneration Committee was
chaired by Mr. Liu Jialin, an independent non-executive Director
with two Directors, namely Mr. Cheng Jerome, an executive
Director, and Mr. Wong Chi Keung, an independent non-
executive Director, as members. The principal responsibilities of
the Remuneration Committee are to formulate and recommend
remuneration policy to the Board, make recommendations to the
Board on the Company’s policy and structure for all Directors’
and management team’s remunerations, approve and review
management’s proposals with reference to the Board’s corporate
goals and objectives and make recommendations to the Board on
the remuneration of non-executive Directors. The Board expects
the Remuneration Committee to exercise independent judgment
and ensure that executive Directors do not participate in the
determination of their own remunerations. The remuneration of
the Directors was determined with reference to their respective
experience, responsibilities with and performance in the Group and
general market conditions.

The Group’s remuneration policy of the Directors and senior
management is sufficiently flexible, taking into account
future changes in the Company’s business environment and
remuneration practice, and allows the Group’s remuneration
arrangement to be designed to support its business strategies.
At the same time, the Group endeavours to provide a fair market
level of remuneration to attract, retain and motivate high quality
executive Directors, senior management and employees.

The Remuneration Committee makes recommendations to the
Board on the remuneration packages of individual executive
Directors and senior management of the Company including
benefits in kind, pension rights and compensation payment,
including any compensation payable for loss or termination of their
office or appointment.
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The Remuneration Committee held two committee meetings
during the year under review to review and made recommendation
to the Board on the remuneration policy and structure of the
Company and remuneration packages of Directors and senior
management.

For the year ended 31 December 2022, the number of senior
management other than the Directors who received/was entitled to
receive remuneration falling within the following band is set out as
follows:
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Number of individual

A
Nil to HK$1,000,000 Z 21,000,000/ 7T 2
NOMINATION COMMITTEE REZET
The Nomination Committee was established on 24 September REZBER-_T—TFNAZFEAKRY - RZTZZ_FF -

2010. During the year 2022, the chairman was Mr. Cheng
Jerome, an executive Director, with two independent non-
executive Directors, namely Mr. Wong Chi Keung and Mr. Chan
Chi Keung, Alan, as members. The Nomination Committee
is responsible for determining the policy for the nomination of
Directors, reviewing the structure, size and composition of the
Board, making recommendation to the Board on selection of
candidates for directorships, appointment and reappointment of
Directors and Board succession and assessing the independence
of independent non-executive Directors.

The nomination policy aims to set out the relevant selection criteria
and nomination procedures.

In assessing the suitability of a proposed candidate, the following
factors would be used as reference by the Nomination Committee,
including but not limited to:

° ability to devote sufficient time and attention to the affairs of
the Company;
o reputation for integrity and accomplishment and experience

in the relevant industry(ies);

. diversity in all aspects, including but not limited to gender,
age, cultural and educational background and ethnicity; and

o effectiveness in carrying out the responsibilities of the
Board, such as participating in Board meetings to bring
an independent judgement, scrutinising the Company’s
performance and monitoring the reporting of performance,
etc.
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In appointing a new Director, the Nomination Committee shall
make recommendations for the Board’s consideration and
approval. For candidates to stand for election at a general meeting,
the Nomination Committee shall make nominations to the Board
for its consideration and recommendation. A circular setting out
information as required pursuant to the applicable laws, rules
and regulations of the proposed candidates will be sent to the
shareholders. The Board shall have the final decision on all matters
relating to its recommendation of candidates to stand for election
at any general meeting.

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

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

The Directors consider that gender diversity of the Board has
been achieved. The male to female ratio of the Board is 5:1.
The Nomination Committee will continue to search for and
identify suitably qualified candidates and make nomination
recommendations to the Board as and when appropriate to ensure
there will be successors to the Board from time to time to maintain
gender diversity wherever necessary. The Company will ensure
that sufficient resources are available for providing trainings and
career development to develop a pipeline of potential successors
of the Board and maintain gender diversity.

The Company is committed to promoting gender diversity not
only within the Board but across its workforce generally. As at
31 December 2022, the Group’s total workforce is comprised of
approximately 62.5% male and 37.5% female employees. The
Board is of the view that the Group has achieved gender diversity
in its workforce. The Group’s recruitment strategy is underpinned
by the appointment of the right employee for the right position, in
order to achieve employee diversity for all employees (including
the senior management) in terms of gender, age, culture and
educational background, expertise, skills and know-how. Details
of the gender ratio of the Group together with relevant data can be
found in the 2022 Environmental, Social and Governance Report
of the Company.

The Nomination Committee held two meetings during the
year under review to review the structure, size, diversity
and composition of the Board and the independence of the
independent non-executive Directors.
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Independent views available to the Board

The Board has established mechanisms to ensure independent
views and input are available to the Board. A summary of these
mechanisms is set out below:

(a)

(b)

(c)

Composition

The Board ensures the appointment of at least three
independent non-executive Directors and at least one-
third of its members being independent non-executive
Directors (or such higher threshold as may be required
by the Listing Rules from time to time), with at least one
independent non-executive Director possessing appropriate
professional qualifications, or accounting or related financial
management expertise. Further, independent non-executive
Directors will be appointed to Board committees as required
under the Listing Rules and as far as practicable to ensure
independent views are available.

The presence of three independent non-executive Directors,
representing more than one-third of the Board, provides the
Group with diversified expertise and experience. Their views
and participation in the Board and committee meetings
bring independent judgment and advice to the Board on
issues relating to the Group’s strategies, performance and
management process.

Independence Assessment

The Nomination Committee strictly adheres to the
director nomination policy of the Company with regard
to the nomination and appointment of independent non-
executive Directors, and is mandated to assess annually
the independence of independent non-executive Directors
to ensure that they can continually exercise independent
judgement.

Compensation

No equity-based remuneration with performance-related
elements will be granted to independent non-executive
Directors as this may lead to bias in their decision-making
and compromise their objectivity and independence.
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(d) Board Decision Making

Independent non-executive Directors are entitled to seek
further information from the management on the matters
to be discussed at Board meetings and, where necessary,
independent advice from external professional advisers at
the Company’s expense.

A Director (including independent non-executive Director)
who has a material interest in a contract, transaction or
arrangement shall not vote or be counted in the quorum on
any Board resolution approving the same.

(e) Meetings with senior management

All independent non-executive Directors can share their
views and opinions through regular/ad hoc meetings with
senior management.

Presentation on business performance would be arranged
from time to time or upon request for independent non-
executive Directors, providing opportunities for them to
express their independent views and inputs on management
process and business performance.

During the year, the Board at all times met the requirements of
the Listing Rules relating to the appointment of independent non-
executive Directors as mentioned in item (a) above.

The Company has received confirmation in writing of independence
from each of the independent non-executive Directors and
considers them independent in accordance with the guidelines set
out in Rule 3.13 of the Listing Rules, and free of any relationship
that could materially interfere with the exercise of their independent
judgements.

The Board has reviewed the implementation and effectiveness of
the above mechanisms on an annual basis and considered the
same effective in ensuring availability of independent views and
inputs to the Board.
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NUMBER OF MEETINGS AND DIRECTORS’
ATTENDANCE

The individual attendance record of each Director at the meetings
of the Board, Audit Committee, Remuneration Committee,
Nomination Committee and the general meeting of the Company
during the year ended 31 December 2022 is set out below:
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Audit  Remuneration Nomination Annual Extraordinary
Board Committee Committee Committee General Ordinary
Meeting Meeting Meeting Meeting Meeting Meeting
g88 EZEE8 ¥HZEEEE REZEgE BRRBFAE BRESBRIAE
Executive Directors HiTEE
Mr. Cheng Jerome Cheng JeromeZt & 4/4 N/A TS8R 2/2 22 11 1
Mr. Yuan Weitao RERRE 4/4 N/A TER N/A TER N/A TER il il
Non-executive Director FHEE
Mrs. Guo Yan kS 44 N/ATER N/A NER NATER 0/ 0/1
Independent non-executive Directors  BUFHTEE
Mr. Wong Chi Keung ok Vit 4/4 22 2/2 22 11 1
Mr. Chan Chi Keung, Alan BREELE 4/4 212 N/ANER 2/2 i il
Mr. Liu Jialin Ak 4/4 212 2/2 N/A TER 01 0/1

CODE PROVISIONS IN CORPORATE GOVERNANCE CODE
Deviation with Code Provision

Code Provision C.1.6 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 24 June 2022 and the
extraordinary general meeting of the Company held on 31 October
2022 due to their other commitments.

COMPLIANCE WITH THE MODEL CODE FOR
DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in
Appendix 10 of the Listing Rules as its own code of conduct
regarding Directors’ securities transactions. Specific enquiries have
been made with all Directors, and all Directors have declared and
confirmed that, during the year ended 31 December 2022, they
were in compliance with the Model Code.

COMPANY SECRETARY

Mr. Chan Chi Keung, Billy, the Company Secretary, is a full time
employee of the Group and has the knowledge of the Company’s
day-to-day affairs. He also serves as the secretary of the Audit
Committee, the Nomination Committee and the Remuneration
Committee as organised by the Board from time to time. During
the year ended 31 December 2022, the Company Secretary
complied with the relevant professional training requirement under
Rule 3.29 of the Listing Rules. The biographical details of the
Company Secretary is set out in the section headed “Directors and
Senior Management” on page 28 of this report.
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DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for the preparation
of the financial statements for the financial year ended 31
December 2022 which give a true and fair view of the state of
affairs of the Company and of the Group at that date and of the
Group’s results and cash flows for the year then ended and are
properly prepared on the going concern basis in accordance with
the applicable statutory requirements and accounting standards.
The statement of the external auditors of the Company about their
reporting responsibilities on the financial statements is set out in
the “Independent Auditor’s Report”.

AUDITOR’S REMUNERATION

During the year ended 31 December 2022, the remuneration
paid or payable to the Group’s auditor, KPMG, in respect of their
audit and non-audit services are RMB1,950,000 and RMBNIil,
respectively.

INTERNAL CONTROL AND RISK MANAGEMENT

The Board is responsible for maintaining sound and effective
internal control and risk management systems in order to
safeguard the Group’s assets and shareholders’ interests, and
review and monitor the effectiveness of the Company’s internal
control and risk management systems on a regular basis so as
to ensure that internal control and risk management systems
in place are adequate. The Company has established written
policies and procedures applicable to all operating units to
ensure the effectiveness of internal controls. The internal control
framework also ensures, among other things, that the Company’s
operations are monitored and reviewed on a regular basis by each
department to ensure any inside information and other matters
are identified handled efficiently and in compliance with the Listing
Rules and applicable laws and regulations. The Company also has
a process of identifying, evaluating, and managing the significant
risks (including ESG risks) to the achievement of its operational
objectives. This process is subject to continuous improvement and
has been in place since 24 September 2010 and up to the date of
this report. The day-to-day operation is entrusted to the individual
department, which is accountable for its own conduct and
performance, and is required to strictly adhere to the policies set
by the Board. The Board carries out reviews on the effectiveness
of the internal control and risk management systems from time to
time in order to ensure that they are able to meet and deal with the
dynamic and ever changing business environment.

The risk management framework includes identifying significant
risks in the Group’s operation environment and evaluating the
impacts of those risks on the Group’s business; developing
necessary measures to manage those risks; and monitoring and
reviewing the effectiveness of such measures. The implementation
of risk management framework of the Group was assisted by the
Group’s internal audit function so that the Group could ensure
new and emerging risks relevant to the Group’s operation are
promptly identified by the management, assess the adequacy of
action plans to manage these risks and monitor and evaluate the
effectiveness of the action plans. These are on-going processes
and the Audit Committee reviews periodically the Group’s risk
management systems.
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The Audit Committee reported to the Board the implementation
of the Group’s risk management and internal control policy which,
among other things, included the determination of risk factors,
evaluation of risk level the Group could take and effectiveness of
risk management measures. Based on the reports from internal
audit function and the Audit Committee, and also the Board’s
review of the Group’s risk management and internal control
systems at least once a year, the Board believes that the existing
internal control and risk management systems are adequate and
effective. The Board acknowledges that it is responsible for the
risk management and internal control systems and reviewing their
effectiveness, and that such systems are designed to manage
rather than eliminate the risk of failure to achieve business
objectives, and can only provide reasonable and not absolute
assurance against material misstatement or loss.

The Directors are aware that the Group had net loss of
RMB48,742,000 and net cash used in operating activities of
RMB7,007,000 for the year ended 31 December 2022. As at
31 December 2022, the Group had net current liabilities and net
liabilities of RMB118,980,000 and RMB115,804,000, respectively.
The Group will be unable to meet its liabilities in full when they fall
due unless it is able to generate sufficient cash flows from future
operations and/or other sources. These events or conditions
indicate the existence of a material uncertainty which may cast
significant doubt on the Group’s ability to continue as a going
concern.

In this regard, the Directors have identified various initiatives to
address the Group’s liquidity needs, which include the following:

. The Group is in discussion with CIH to provide the
necessary financial support when required, including but not
limited to:

(i) provision of the drawdown of the Group’s unused
loan facilities with CIH of HK$54,920,000 (equivalent
to approximately RMB49,058,000), which will expire
in December 2023 and require repayment by then
(see Note 21 to the financial statements as disclosed
in this report and item (i) below); and/or

(i) extension of the repayment dates of the convertible
bonds issued to and loan facilities from CIH (see
Notes 19 and 21 to the financial statements as
disclosed in this report) as the convertible bonds and
loan facilities will expire in October and December
2023, respectively.
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Based on the cash flow forecast of the Group prepared by the
management of the Group and assuming the above measures
are successfully implemented, the Directors are of the opinion
that the Group would have adequate funds to meet its liabilities
as and when they fall due at least 12 months from the end of
the Reporting Period. Accordingly, the Directors consider it
appropriate to prepare the consolidated financial statements on a
going concern basis.

Based on the information provided by management of the Group,
the Audit Committee has reviewed and agreed with the Board’s
basis for the going concern basis adopted in preparing the financial
statements and such basis has also been disclosed in “Note 2 —
SIGNIFICANT ACCOUNTING POLICIES — (b) Basis of preparation
of the financial statements” in the financial statement on pages 80
to 82 of this report.

Statement of the responsibilities of the Company’s external auditor
for preparing the consolidated financial statements is set out in the
Independent Auditor’s Report of this report.

HANDLING AND DISSEMINATION OF INSIDE
INFORMATION

The executive Directors closely monitor the Group’s business
and corporate developments and events so that potential
inside information would be identified promptly. The Company
regulates the handling and dissemination of inside information
by restricting access to inside information to a limited number of
employees and parties on a need-to-know basis. Employees who
are in possession of inside information are conversant with their
obligations to preserve confidentiality. External parties, such as
financial printer, are required to sign confidentiality agreement or
non-disclosure agreement. Inside information remains confidential
until the disclosure of such information is appropriately approved
and the dissemination of such information is efficiently and
consistently made. Inside information shall be disseminated via
the electronic publication system operated by the Stock Exchange
before the information is released via other channels, such as the
press or posting on the Company’s website.

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

. Any two or more shareholders holding at the date of
deposit of the requisition not less than one-tenth of the
paid up capital of the Company carrying the right of
voting at general meetings of the Company (the “Eligible
Shareholders”) shall at all times have the right, by a written
requisition signed by the Eligible Shareholders concerned
(the “Requisition”), to require the Board to convene an
extraordinary general meeting, and to put any resolution so
requisitioned to vote at such extraordinary general meeting.
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Eligible Shareholders who wish to requisition the Board to
convene an extraordinary general meeting for the purpose
of proposing a resolution at the extraordinary general
meeting must deposit the Requisition at the principal place
of business of the Company in Hong Kong at Room 1908-
1916, 19/F, Sun Hung Kai Centre, 30 Harbour Road,
Wanchai, Hong Kong.

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

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

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

The Board recognises the importance of maintaining a clear,
timely and effective communication with the shareholders
of the Company and investors. The Board also recognises
that effective communication with its investors is critical in
establishing investors’ confidence and attracting new investors.
Therefore, the Group is committed to maintaining a high degree
of transparency to ensure the investors and the shareholders
of the Company will receive accurate, clear, comprehensive
and timely information of the Group through the publication of
annual reports, interim reports, announcements and circulars.
The Company also publishes all corporate communications on
the Company’s website at http://www.changyou-alliance.com
and the Stock Exchange’s website at http://www.hkexnews.hk.
Further, shareholders of the Company may send their enquiries
and concerns to the Board (i) in writing to the Company’s principal
place of business in Hong Kong (Room 1908-16, 19/F, Sun Hung
Kai Centre, 30 Harbour Road, Wanchai, Hong Kong) for the
attention of the Company Secretary; (i) by email at ir@fortunet.
com.hk; or (i) by attending the Company’s general meetings. The
Board maintains regular dialogues with institutional investors and
analysts from time to time to keep them informed of the Group’s
strategy, operations, management and plans. The Directors and
members of various board committees will attend the annual
general meeting of the Company and answer any questions raised.
The resolution of every important proposal will be proposed at
general meetings separately.

The chairman of general meetings of the Company would explain
the procedures for conducting a poll before proposing a resolution
for voting. The poll results will be announced at general meetings
and published on the websites of the Stock Exchange and the
Company, respectively. In addition, the Company regularly meets
with institutional investors, financial analysts and financial media,
and promptly releases information related to any significant
progress of the Company, so as to promote the development
of the Company through mutual and efficient communications.
The Board has reviewed the implementation and effectiveness
of the shareholders’ communication policy conducted during
the year and considers that the Company’s communication with
Shareholders is effective during the year under review.

During the year under review, there was no change to the
constitutional documents of the Company.
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Independent Auditor’s Report
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Independent auditor’s report to the shareholders of
Changyou Alliance Group Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
Changyou Alliance Group Limited (the “Company”) and
its subsidiaries (the “Group”) set out on pages 71 to 165,
which comprise the consolidated statement of financial
position as at 31 December 2022, the consolidated
statement of profit or loss, the consolidated statement
of profit or loss and other comprehensive income, the
consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended
and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give
a true and fair view of the consolidated financial position of
the Group as at 31 December 2022 and of its consolidated
financial performance and its consolidated cash flows
for the year then ended in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”) issued by the
Hong Kong Institute of Certified Public Accountants (the
“HKICPA”) and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong
Companies Ordinance.

BASIS FOR OPINION

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

We draw attention to Note 2(b) to the consolidated financial
statements which indicates that Group incurred net loss
of RMB48,742,000 and net operating cash outflows of
RMB7,007,000 during the year ended 31 December
2022, and had net current liabilities and net liabilities of
RMB118,980,000 and RMB115,804,000, respectively,
as at 31 December 2022. The Group’s ability to meet its
liabilities depends on its ability to generate sufficient cash
flows from future operations and/or other sources. As
stated in Note 2(b), these events or conditions, along with
other matters set forth in Note 2(b), indicate the existence
of material uncertainties which may cast significant doubt
on the Group’s ability to continue as a going concern. Our
conclusion is not modified in respect of this matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our
professional judgement, were of most significance in our
audit of the consolidated financial statements of the current
period. These matters were addressed in the context of our
audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide
a separate opinion on these matters. In addition to the
matter described in the Material uncertainty related to going
concern section, we have determined the matter described
below to be the key audit matter to be communicated in
our report.

Revenue recognition

Refer to Note 4 to the consolidated financial statements
and the accounting policies in Note 2(v).
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KEY AUDIT MATTERS (CONTINUED)

Revenue recognition (continued)

The Key Audit Matter

The principal activities of the
Group are the development
and operation of an electronic
trading platform to promote
and facilitate awards earned
by customers of loyalty
programmes of other
companies to be exchanged
in the form of virtual assets
and credits for consumption
of merchandises, games,
services and other
commercial transactions
and other trading business.
The Group mainly generates
revenue in the way of sales
of goods and provision of
services.

The Group’s revenue
comprises a high volume
of individual transactions.
The Group maintains
sophisticated information
technology systems to
process a large volume
of data arising from these
transactions, including
details of the date and time
of delivery of the goods sold.
The completeness, existence
and accuracy of the Group’s
revenue is highly reliant on
the information technology
systems.

Changyou Alliance Group Limited

How the matter was
addressed in our audit

Our audit procedures to
assess revenue recognition
included the following:

e Discussing major business
scenarios available on the
electronic trading platform
with management and
evaluating their judgements
made in determining
the timing of revenue
recognition, by inspecting
agreements with business
partners/suppliers and
observing operation
of selected business
scenarios mentioned
above;

Involving our internal
information technology
specialists to evaluate the
design, implementation
and operating effectiveness
of key internal controls
over the capturing and
processing of revenue
transactions, including
the completeness,
existence and accuracy
of the transaction details
contained within the
Group’s information
technology systems;

e Assessing the design,
implementation and
operating effectiveness of
key manual internal controls
over revenue recognition of
major business scenarios
available on the electronic
trading platform;
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KEY AUDIT MATTERS (CONTINUED)
Revenue recognition (continued)

How the matter was
The Key Audit Matter addressed in our audit
We identified the recognition of e Comparing the details of
revenue as a key audit matter  the monthly manual journal
because the Group’s revenue is  entries relating to the
significant to the consolidated  input into the accounting
financial statements and system of revenue with
involves complicated the reports generated by
information technology the information technology
systems, all of which give rise  systems, on a sample
to an inherent risk that revenue  basis; and
could be incorrectly recorded
in the period.

Comparing cash receipt
during the year to the
transaction data recorded
in the information
technology systems, on a
sample basis.

INFORMATION OTHER THAN THE
CONSOLIDATED FINANCIAL STATEMENTS AND
AUDITOR’S REPORT THEREON

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

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

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

If, based on the work we have performed, we conclude that
there is a material misstatement of this other information,
we are required to report that fact. We have nothing to
report in this regard.
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RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

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

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

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

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

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

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

Evaluate the appropriateness of accounting policies
used and the reasonableness of accounting estimates
and related disclosures made by the directors.

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

Evaluate the overall presentation, structure and
content of the consolidated financial statements,
including the disclosures, and whether the
consolidated financial statements represent the
underlying transactions and events in a manner that
achieves fair presentation.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

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

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

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

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

The engagement partner on the audit resulting in this
independent auditor’s report is Yu Wai Sum.

KPMG
Certified Public Accountants

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

30 March 2023
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Revenue
Cost of sales

Gross profit
Other (expenses)/income

Selling and distribution expenses

Administrative expenses

Research and development costs
Impairment gain/(loss) on trade and

other receivables

Impairment loss on right-of-use assets

Loss from operations

Gain on disposal of a subsidiary

Finance costs

Loss arising from changes in fair value

on trading securities

Loss before taxation
Income tax

Loss for the year

Attributable to:

Equity shareholders of the Company

Non-controlling interests

Loss for the year

Loss per share

Basic and diluted (RMB cent)

The notes on pages 79 to 165 form part of these financial

statements.

Consolidated Statement of Profit or Loss
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2022 2021

—EC-CF —E-—F

Note RMB’000 RMB’000

B 5 ARET T ARBEFIT

4 215,038 114,211

(186,766) (101,538)

28,272 12,673

5 (84) 565

(6,076) (24,220)

(32,174) (51,939)

(12,554) (38,978)

25(a) 7,274 (909)

6(c) - (888)

(15,342) (103,696)

26 208 =

6(a) (33,282) (20,429)

14 (326) (738)

6 (48,742) (124,863)

7 — —

(48,742) (124,863)

(34,725) (49,467)

(14,017) (75,396)

(48,742) (124,863)

10 (1.92) (2.73)
SHMFAZSETERERZ —2H o

T FFERE
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

FERkEtMEEEER

for the year ended 31 December 2022 #HE-ZT-—F+-A=+—HItFE

(Expressed in RMB)  (JAARE%II/R)

Loss for the year

Other comprehensive income for the year
(after tax):

[tems that may be reclassified subsequently to
profit or loss:

— Exchange differences on translation of
financial statements denominated in
foreign currencies into the Group’s
presentation currency

Total comprehensive income for the year

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

Total comprehensive income for the year

The notes on pages 79 to 165 form part of these financial

statements.
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FRER

FRAREMEE YRS RHR)

HIgnl e EF D B ERmMIAR ¢

— B SMNEEHEM M B REK
EXRKERIINEREHEN Z5

FAZENEAE

BUT AL FEfE
ARAIESR
IR

FAZHEHKDAE

2022 2021
—EC-CF T —F
RMB’000 RMB’000
ARET AREFIT
(48,742) (124,863)
(4,834) (982)
(53,576) (125,845)
(39,559) (50,449)
(14,017) (75,396)
(53,576) (125,845)

FT9EE165AMERZEFMEEmER 2 — B

)

o



Non-current assets
Property and equipment
Intangible assets

Current assets
Trading securities
Inventories
Trade and other receivables
Cash and cash equivalents

Current liabilities
Trade and other payables
Lease liabilities
Convertible bonds
Loans from an equity shareholder
of the Company

Net current (liabilities)/assets

Total assets less current liabilities

Non-current liabilities
Convertible bonds
Lease liabilities
Loans from an equity shareholder
of the Company

NET LIABILITIES

Consolidated Statement of Financial Position
ReEMBERAE

at 31 December 2022 R-T—_—#+—-HA=+—8H
(Expressed in RMB) (A A R#517R)

At At
31 December 31 December
2022 2021
RZEBEZZF WRE-—F
+=A=+—HB +=-—A=1+—H
Note RMB’000 RMB’000
B aE ARET T ARET T
kRBEE
L EYSET = 11 5,836 4,889
B EE 12 = =
5,836 4,889
REBEE
R G5 14 655 910
FE 15 163 633
B 5N E bWk IE 16 114,778 134,154
HekReSEER 17 32,974 50,426
148,570 186,123
REBasE
B 5 N EMEAFRIE 18 124,517 137,308
HEAE 20 2,403 2,792
AT AR E S 19 90,535 =
REARNR)—BRESAR
ZER 21 50,095 =
267,550 140,100
HE (BE) EEFE (118,980) 46,023
HWEERRBEE (113,144) 50,912
ERBAE
AT AR E S 19 - 63,284
HEas 20 2,660 788
REARR]—BERE
fEER 2 B3k 21 = 49,056
2,660 113,128
EEFE (115,804) (62,216)
EHEEEEARAT -~ T —FEERE
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Consolidated Statement of Financial Position

FaBBRiE
at 31 December 2022 M-_ZT-_—F+—-A=+—H

(Expressed in RMB)  (AAR¥FI7R)

At At
31 December 31 December
2022 2021

R-B--F R —F
+=A=+—H +=-—A=+—H

Note RMB’000 RMB’000
B aE AR¥T T AREFT
CAPITAL AND RESERVES BEARRf#HE 24
Share capital f& A 117,812 117,812
Reserves & 153,739 193,310
Total equity attributable to equity A QFEZRRE(LEREEE
shareholders of the Company 271,551 311,122
Non-controlling interests IR (387,355) (373,338)
TOTAL EQUITY - DEFICIT - B (115,804) (62,216)

Approved and authorised for issue by the board of directors RZZEZ=F=A=THREESeEREETE -
on 30 March 2023.

Cheng Jerome Yuan Weitao
Cheng Jerome RER
Director (Chairman) Director
EFEFE) EFE

The notes on pages 79 to 165 form part of these financial FT9ORE165E W AZENBRE 2 —5D °
statements.
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Balance at 1 January 2021

Changes in equity for 2021:

Loss for the year
Other comprehensive income for the year

Total comprehensive income for the year

Controutions arising from the waiver of
interest expenses

Effect on equty arising from the disposal of
a subsidiary under common control

Balance at 31 December 2021

Consolidated Statement of Changes in Equity

R-B-F-A-R2GH

Z3C-FUEREE.

BERER
FERAREENE

BERRMALLS

RAHARREL T

i ~fHEAT

e=1i]

ZEH

TERNE

MHEE T
o —

WoE--E+CR=t-RzEH

for the year ended 31 December 2022 HE-T-_—F+=-A=+—HIFE
AARESIR)

Attributable to equty shareholders of the Company
RATEERRER

(Expressed in RMB)

Non- Total equity/

Share Share Captdl ~ Exchange Other  Accumulated controling~ (Total equty-

captal premium Teene T6SeVe resene losses Total interests defict)

g5/

(ER-Fyt

BE  BORE  AARE  ENBRE  A6ER  RHER At HoRER %)

RVBOOO ~ RMBOOO ~ RWMBOOO  RMBOO0O  RMBOOO  RMBO00  RMBOOO  RMBO00  RMBIOO0

ARET  ARETT  ARETR  ARETR  ARETR  ARETT  ARETR  ARETR  ARETR
(Note 24(c)  (Note 24(c)l) ~ (Nofe 24(lfi) ~ (Note 24(d)fi) ~ (Note 24(c)iv)
(i) (Rtoda)  (Wsbou)  (skou) (st

g2 1263789 78,635 1453 018 (1432 P10 (208814 62,261

- - - - - (49.46) [49467) (7539 (124,869

- - - (982 = = (%82) = 982)

- - - 92 - (49.467) (50449) (5,39  (125,849)

- - - - 25 - 205 872 10

- - - - 1 - 21 - 291

- - - - 1% - 4% 872 1,368

17812 1263789 78,6% 4 Had (119089 312 (3733%9) (62216)

BHBEBEEEERAT _—_T__FFERE
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Consolidated Statement of Changes in Equity

for the year ended 31 December 2022 HE-—T—-_—&F+_-A=+—HI-FE
(Expressed in RMB) (LA AREEFITR)

Attributable to equity shareholders of the Company

KAFRERRES
Non- Total
Share Share Capital  Exchange Other  Accumulated controlling equity-
capital ~ premium reserve reserve reserve [osses Total interests deficit
-

Br  RBEE  E4ABE  ENRE  ReBE  EEE of  HERER BB
RMBOO  RMBON  RMBOD)  RWBOO  RMBO  RMBOM  RWBOD  RMBOO  RMBOW
AEMTr  ARBTR  ARMTR ARMTr  ARETR ARETr  ARETR ARETn  ARMfR
(Note 24(c)  (Note 24¢l)  (Note 24 Note 24l (Note 24l
(R (kstoud) (Kstou) (hsgi) (Kseam)

Balance at 1 January 2022 H-B-ZE-R-Rekh [ 11_7,_81_2_ . ],?6_3,_78_9 _____ 7_853125_ L 4?1 _____ 4_1,_27_4_ ~ _(1,19_0,85_9! L ?1_1,_12_2_ . (?7_3,3?8! o _(6_2,21_6! |
Changes in equity for 2022: ZECCEVEREE.

Loss for the year TERER - - - - - T T (Mo (@87
Other comprehensive income for heyear ~ AEERK2ENE - - - 48%4) - - 48%4) - (48%4)
Total comprehensice income for heyer  AEE2EREEE - - - (4834 - (34725 (%9559 (401  (53576)

Efecton equit aisng fom the acaision of i E AR T
company Lnder common contrl Bl i

Balance at 31 December 2022 WoB-ZECR=t-AzEH 17812 1263789 78,635 4363 4260 (1225584  2MBE1 (387355 (115804)

The notes on pages 79 to 165 form part of these financial F79E =165 M AZEV KRR 2 —EH -
statements.
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Consolidated Cash Flow Statement
FEHERER

for the year ended 31 December 2022 HE-T-_—F+=-A=+—HIFE
(Expressed in RMB) (A A R#7517R)

2022 2021
—E__F —ET—4F
Note RMB’000 RMB’000
BisE ARMET T AREF T
Operating activities ReEEE
Loss before taxation B A ET 1A (48,742) (124,863)
Adjustments for: AT ZIBEHFAZE -
Depreciation expenses ERX 6(c) 3,187 9,258
Finance costs EhE AR 6(a) 33,282 20,429
Impairment loss on right-of-use assets 1 Fi## & E R EE 18 6(c) - 888
Loss arising from changes in fair value X 555 A EE S
on trading securities EEREE 14 326 738
Interest income FEKA 5 (77) (56)
Net loss on disposal of property HEYE RS EEEFRE
and equipment 5 1 93
Gain on disposal of a subsidiary HE— B AR K (208) =
Changes in working capital: EEESED
Decrease in inventories FERLD 470 775
Decrease/(increase) in trade and B 5 & E At e GRIE
other receivables EA (g 0) 17,545 (13,513)
(Decrease)/increase in trade and B 5 K HAFERFIR
other payables CRA>) /18 hn (12,791) 2,857
Cash used in operations KEFAERE (7,007) (103,394)
Income tax paid B ATEH = -
Net cash used in operating RETBTARSTE
activities (7,007) (103,394)
Investing activities RETE
Payments for purchase of property BEWERRE MK
and equipment (146) (5086)
Proceeds from disposal of property HEE KRBTSR
and equipment 11 =
Proceed from disposal of a subsidiary, H&—EHE A RATEZIE
net of cash disposed of MR HERS 17(d) (469) (80)
Interest received BUFIE 77 56
Net cash used in investing activities RE&EFEIFTAREFE (527) (530)

WHRHEEEARAR

T FFERE



Consolidated Cash Flow Statement
MEHERER

for the year ended 31 December 2022 HE-—T—-_—&F+_-A=+—HI-FE
(Expressed in RMB)  (JAAR¥FI7R)

2022 2021
—E__F —ET—4F
Note RMB’000 RMB’000
BisE ARMET T AREF T
Financing activities RESEE
Loans from an equity shareholder of RERNRR—BERRE
the Company ZEX 17(b) - 16,796
Repayment of loans from an equity BiBREA T — RS
shareholder of the Company Rz B 17(b) (3,502) =
Capital element of lease rentals paid ENHEEHRES 2 ERED 17(b) (2,747) (8,009)
Interest element of lease rentals paid ~ 2MAEME S 2 F| 855D 17(b) (315) (576)
Finance costs paid BTRE AR 17(b) (4,522) (4,389)
Net cash (used in)/generated BMETE (A FEEE
from financing activities FEE (11,086) 3,822
Net decrease in cash and RekEEEEEH
cash equivalents WO RE (18,620) (100,102)
Cash and cash equivalents R—B—BZBEE&R
at 1 January ReZEER 17(a) 50,426 152,273
Effect of foreign exchange ExgEH e
rate changes 1,168 (1,745)
Cash and cash equivalents RT-A=+—RHZzHER
at 31 December RE&EZEEER 17(a) 32,974 50,426

The notes on pages 79 to 165 form part of these financial F79E =165 M AZEV KRR 2 —E5 -
statements.
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CORPORATE INFORMATION

Changyou Alliance 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 principal activities of the Company and its
subsidiaries (collectively referred to as the “Group”)
are the development and operation of an electronic
trading platform to promote and facilitate awards
earned by customers of loyalty programmes of other
companies to be exchanged in the People’s Republic
of China (“PRC”) in the form of virtual assets and
credits for consumption of merchandises, games,
services and other commercial transactions and other
trading business.

SIGNIFICANT ACCOUNTING POLICIES

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

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

Notes to the Financial Statements
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(Expressed in RMB unless otherwise indicated) (B BA BB + AAREFIR)

DNRER

GHREASEEEGRAR ([RAE)REFEHSED
FRBRANE(—NAR—FE=FEN - KiRa k&
DR ZZEENFRA-T—HAERSHEEMKT
REREERANT c RAGRMNR_ZE—ZFNA
“+HBEEEMARSAARDR ([BRRAM]) £
m o

AREREMEA R (G ARE]) EZEBRME
REBETRZFE  REEMARTPLHE
MR RBEAEREERRENAEPEAR
HANE ([ ) W R B o R - RIS MR
ERHREMRZHEGTER °

BEREFHEE

(a) BEHRBH

ZERERROCBEMABERE Y BRE
R (BT HREELDRE - EIERBIE
afetioe ((HEestmag]) BAHNAT
BEANEREBHIEREED FESE
BI([EAEER]) hRE  BELARETR
BIFAE B A MEBINEBRRT - 25U BHE
MHFEEBHAERPTERARES LTHRA
([ TR B B E PR BE 3L o A B AR
FBEABRN T XUEE ©

BRI AGERME TIRERERKA H
AEERA S HRRARANEETNEE
B 2ER o MiEE2(c) RN E AL S %
RU ST HRREXN T AIZEEHER - A
W5 T IR BR A 15 Fr BN SR B AN 2 5 AR
HEREE B ©

BHBEBEEEERAT _—_T__FFERE
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Notes to the Financial Statements

M5 R EE

(Expressed in RMB unless otherwise indicated) (Bt BABAIN + UARETIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(b)

Changyou Alliance Group Limited

Basis of preparation of the financial
statements
The consolidated financial statements of the
Company for the year ended 31 December
2022 comprise the Company and its
subsidiaries.

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

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

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

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

Annual Report 2022
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2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(b)

Basis of preparation of the financial
statements (continued)

For the year ended 31 December 2022,
the Group had net loss of RMB48,742,000
and net cash used in operating activities of
RMB7,007,000. As at 31 December 2022, the
Group had net current liabilities and net liabilities
of RMB118,980,000 and RMB115,804,000,
respectively. The Group will be unable to meet
its liabilities in full when they fall due unless it
is able to generate sufficient cash flows from
future operations and/or other sources. These
events or conditions indicate the existence of a
material uncertainty which may cast significant
doubt on the Group’s ability to continue as a
going concern.

In this regard, the directors of the Company
have identified various initiatives to address
the Group’s liquidity needs, which include the
following:

° The Group is in discussion with its
immediate and ultimate holding company,
Century Investment (Holding) Limited
(“Century Investment”), to provide
the necessary financial support when
requires, including but not limited to:

(i) provision of the drawdown of the
Group’s unused loan facilities
with Century Investment of
HK$54,920,000 (equivalent to
approximately RMB49,058,000),
which will expire in December 2023
and require repayment by then (see
Note 21 and item (ii) below); and/or

(i)  extension of the repayment dates
of the convertible bonds issued
to and loan facilities from Century
Investment (see Notes 19 and 21)
as the convertible bonds and loan
facilities will expire in October and
December 2023 respectively.

(Expressed in RMB unless otherwise indicated)

Notes to the Financial Statements

A B8 R EE

(BREEHRHAIN - UARKETITR)

2 EAREHEEGE

(b)

MBRROFEREE (F)

BE-_Z-_—_F+-_A=+—HItFE K&
B B8 H 58 5 A R #548,742,0007T I 48 & E &)
TR & F8BAAREKT? 007,000 c R=Z
T HF+-A=+—8 AEERHAGFHE
FaEFES R AARE118,980,0007T & A
R#115,804,0007T ° Bk IEAREE GESUE R K
LEN/SEMREELERHRSRE B
AEBBEIRBEETHEAE - AFEHK
BRBERFEA R AN EBEEIF B EER
RIRENELEEREBMEANTHBEZ -

UL NRRABEZE BRI ZREEARRAE
EHRBHESHFL  BEUATEE:

o  AREERHEER&EKZZERA R Century
Investment (Holding) Limited ([Century

Investment ] ) & &l & - PATA T R HR A
BEMBXE - BRETRR

() EHEAEERCentury Investment
HI R B B R EE 54,920,000/ 7T
(FRE R AR #49,058,0007T) K
BRI BR-ZE-=F1+_ A5
MAREIHREE (2B E21 &
TNICE)E) - & B

iy EEEMCentury Investment
TR R ES K E B Century
Investmenthe BX B & 5% B & #Y38 3¢
HES (2B E19%21) + TIEHRA]
BREFRERBEFD R ZE
Z=Ft+ARTZAEIE

BHBEBEEEERAT _—_T__FFERE
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Notes to the Financial Statements

M5 R EE

(Expressed in RMB unless otherwise indicated) (Bt BABAIN + UARETIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(b)

Changyou Alliance Group Limited

Basis of preparation of the financial
statements (continued)

Based on the cash flow forecast of the Group
prepared by the management and assuming
success of the above measures, the directors
of the Company are of the opinion that the
Group would have adequate funds to meet
its liabilities as and when they fall due at
least twelve months from the end of the
reporting period. Accordingly, the directors
of the Company consider it is appropriate to
prepare the consolidated financial statements
on a going concern basis. Should the Group
be unable to continue as a going concern,
adjustments would have to be made to write
down the value of assets to their recoverable
amounts, to provide for further liabilities which
might arise and to reclassify non-current assets
and non-current liabilities as current assets
and current liabilities respectively. The effect of
these adjustments has not been reflected in the
consolidated financial statements.

The principal activities of the Group were
carried out by Shanghai Sub-chain Information
Technology Co., Ltd. (“Sub-chain”, VIE),
which was established as a limited liability
company in the PRC, and its subsidiaries.
Since the business conducted by Sub-chain
and its subsidiaries is subject to foreign
investment restrictions under the relevant
laws and regulations in the PRC, Centchain
Co., Ltd. (“Centchain”, WFOE), a subsidiary
of the Company, entered into a series of
agreements (the “Contractual Arrangements”)
with Sub-chain and its equity holders. As a
result of the Contractual Arrangements, the
Group has rights to exercise power over Sub-
chain and its subsidiaries, receives variable
returns from its involvement in Sub-chain and
its subsidiaries, has the ability to affect those
returns, and hence, has the control over Sub-
chain and its subsidiaries. Consequently, the
Group regards Sub-chain and its subsidiaries
as controlled entities and the directors of the
Company consider it is appropriate to account
Sub-chain as a subsidiary. The directors of the
Company have determined that the Contractual
Arrangements are in compliance with PRC laws
and are legally enforceable.

Annual Report 2022
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2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(c)

(d)

Changes in accounting policies

The Group has applied the following
amendments to HKFRSs issued by the HKICPA
to these financial statements for the current
accounting period:

° Annual Improvements to HKFRSs 2018-
2020

° Amendments to HKFRS 3, Reference to
the Conceptual Framework

o Amendments to HKAS 16, Property,
plant and equipment: Proceeds before
intended use

° Amendments to HKAS 37, Provisions,
contingent liabilities and contingent
assets: Onerous contracts — cost of
fulfiling a contract

None of these 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. The
Group has not applied any new standard or
interpretation that is not yet effective for the
current accounting period.

Subsidiaries and non-controlling interests

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

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

(Expressed in RMB unless otherwise indicated)
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(c)

(d)
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Notes to the Financial Statements

M5 R EE

(Expressed in RMB unless otherwise indicated)

(BREEHRHAIN - UARKETITR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(d)

Changyou Alliance Group Limited

Subsidiaries and non-controlling interests
(continued)

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

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

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

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

(d)

(e)

Subsidiaries and non-controlling interests
(continued)

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

Goodwill
Goodwill represents the excess of:

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

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

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

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

On disposal of a cash generating unit during
the year, any attributable amount of purchased
goodwill is included in the calculation of the
profit or loss on disposal.

(Expressed in RMB unless otherwise indicated)
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M5 R EE

(Expressed in RMB unless otherwise indicated) (Bt BABAIN + UARETIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

U]

Changyou Alliance Group Limited

Other investments in equity securities

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

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

An investment in equity securities is classified as
FVPL unless the equity investment is not held
for trading purposes and on initial recognition of
the investment the Group makes an irrevocable
election to designate the investment at fair
value through other comprehensive income
(“FVOCI”) (non-recycling) such that subsequent
changes in fair value are recognised in other
comprehensive income. Such elections are
made on an instrument-by-instrument basis,
but may only be made if the investment
meets the definition of equity from the
issuer’s perspective. Where such an election
is made, the amount accumulated in other
comprehensive income remains in the fair value
reserve (non-recycling) until the investment
is disposed of. At the time of disposal, the
amount accumulated in the fair value reserve
(non-recycling) is transferred to retained
earnings. It is not recycled through profit or
loss. Dividends from an investment in equity
securities, irrespective of whether classified as
at FVPL or FVOCI, are recognised in profit or
loss in accordance with the policy set out in
Note 2(V)(iv).
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(9)

(h)

Derivative financial instruments

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

Property and equipment

The items of property and equipment are stated
at cost less accumulated depreciation and
impairment losses (see Note 2(Kk)(ii)).

ltems may be produced while bringing an
item of property, plant and equipment to the
location and condition necessary for it to be
capable of operating in the manner intended
by management. The proceeds from selling
any such items and the related costs are
recognised in profit or loss.

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

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

Estimated useful lives
Leasehold improvements 3 -5 years
Motor vehicles and other 3-5years

equipment

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

(Expressed in RMB unless otherwise indicated)

Notes to the Financial Statements

A B8 R EE

CErE C UARESITR)

2 EAREHEEGE

(9)

(h)

fTESMIA
fJEiraﬁIﬂ%ﬂﬁATﬁ’AqZ@ﬁEu c REIHEH
KR RHESEHTE - EFAEERFER
ELNBERVEERESPRER -

LEISE Y]

WD MR AR IR B 1A A HRL R 5T B SO E S

18518 (RHTEE2(k)(i) °

ERNERERBA L
&S (]
T]pr °

EE - BEREREERBE
RRREs Ak 2 Bl - THE D WRE -
% EIE B TS A MAERR A B

HRE HEWERREREEELNEL B
EMERIRFREZIAR EEETEZF?E’J%%E?
ARETE - WHERRES L & E B AEEm PR o

SRR TR AT E A B (107 1 -
7EEL {5 AT 8 B POS 2 DA 38 L PR AR M3
ERYTE - ERMT

1T Al (EFHFE
HEEE 3E5%
R R E AR 3E55
FREEE AEHR
s B3 N R ABTH B S 4ARKE D BB TR A #F
BFH - HIJ%PD SEEEDEZEB K
A BREBHEBHRFE - AREEF

%ﬁﬁf%ﬁ’\]ﬁﬁ—ﬁéﬁﬁﬁ FHIMEE (A £
Etia o

178

BHBEBEEEERAT _—_T__FFERE

87



88

Notes to the Financial Statements

M5 R EE

(Expressed in RMB unless otherwise indicated) (Bt BABAIN + UARETIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(i)

)]

Changyou Alliance Group Limited

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

Intangible assets that are acquired by the
Group are stated at cost less accumulated
amortisation (where the estimated useful life
is finite) and impairment losses (see Note 2(k)
(ii)). Amortisation of intangible assets with finite
useful lives is charged to profit or loss on a
straight-line basis over the assets’ estimated
useful lives. Both the period and method of
amortisation are reviewed annually.

Leased assets

At inception of a contract, the Group assesses
whether the contract is, or contains, a lease. A
contract is, or contains, a lease if the contract
conveys the right to control the use of an
identified asset for a period of time in exchange
for consideration. 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.

As a lessee

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.

At the lease commencement date, the Group
recognises a right-of-use asset and a lease
liability, except for short-term leases that have
a lease term of 12 months or less and leases
of low-value assets. 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.
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2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

)]

Leased assets (continued)

As a lessee (continued)

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.

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 before
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 (see Notes 2(h) and 2(k)

().

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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M5 R EE

(Expressed in RMB unless otherwise indicated) (Bt BABAIN + UARETIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

@)

(k)

Changyou Alliance Group Limited

Leased assets (continued)

As a lessee (continued)

The lease liability is also remeasured when
there is a change in the scope of a lease
or the consideration for a lease that is not
originally provided for in the lease contract
(“lease modification”) that is not accounted
for as a separate lease. In this case the lease
liability is remeasured based on the revised
lease payments and lease term using a
revised discount rate at the effective date
of the modification. The only exceptions are
rent concessions that occurred as a direct
consequence of the Covid-19 pandemic and
met the conditions set out in paragraph 46B of
HKFRS 16, Leases. In such cases, the Group
has taken advantage of the practical expedient
not to assess whether the rent concessions
are lease modifications, and recognised the
change in consideration as negative variable
lease payments in profit or loss in the period in
which the event or condition that triggers the
rent concessions occurred.

In the consolidated statement of financial
position, the current portion of long-term lease
liabilities is determined as the present value of
contractual payments that are due to be settled
within twelve months after the reporting period.

Credit losses and impairment of assets

(i) Credit losses from financial
instruments and contract assets
The Group recognises a loss allowance
for expected credit losses (“ECLsS”) on
financial assets measured at amortised
cost (including cash and cash equivalents,
and trade and other receivables) and
contract assets.

Financial assets measured at fair value,
including equity securities measured
at FVPL, are not subject to the ECL
assessment.
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2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

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

(i)

Credit losses from financial
instruments and contract assets
(continued)

Measurement of ECLs

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

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

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

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

ECLs are measured on either of the
following bases:

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

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

(Expressed in RMB unless otherwise indicated)
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M5 R EE

(Expressed in RMB unless otherwise indicated) (Bt BABAIN + UARETIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

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

(i)

Changyou Alliance Group Limited

Credit losses from financial
instruments and contract assets
(continued)

Measurement of ECLs (continued)

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

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

Significant increases in credit risk

In assessing whether the credit risk of
a financial instrument has increased
significantly since initial recognition,
the Group compares the risk of default
occurring on the financial instrument
assessed at the reporting date with that
assessed at the date of initial recognition.
In making this reassessment, the Group
considers that a default event occurs
when the borrower is unlikely to pay its
credit obligations to the Group in full,
without recourse by the Group to actions
such as realising security (if any is held).
The Group considers both quantitative
and qualitative information that is
reasonable and supportable, including
historical experience and forward-looking
information that is available without undue
cost or effort.
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2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

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

(i)

Credit losses from financial
instruments and contract assets
(continued)

Significant increases in credit risk
(continueq)

In particular, the following information
is taken into account when assessing
whether credit risk has increased
significantly since initial recognition:

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

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

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

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

Depending on the nature of the
financial instruments, the assessment
of a significant increase in credit risk is
performed on either an individual basis or
a collective basis. When the assessment
is performed on a collective basis, the
financial instruments are grouped based
on shared credit risk characteristics, such
as past due status and credit risk ratings.
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M5 R EE

(Expressed in RMB unless otherwise indicated) (Bt BABAIN + UARETIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

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

(i)

Credit losses from financial
instruments and contract assets
(continued)

Significant increases in credit risk
(continueq)

ECLs are remeasured at each reporting
date to reflect changes in the financial
instrument’s credit risk since initial
recognition. Any change in the ECL
amount is recognised as an impairment
gain or loss in profit or loss. The Group
recognises an impairment gain or
loss for all financial instruments with
a corresponding adjustment to their
carrying amount through a loss allowance
account.

Basis of calculation of interest income

Interest income recognised in accordance
with Note 2(v(iii) is calculated based on
the gross carrying amount of the financial
asset unless the financial asset is credit-
impaired, in which case interest income is
calculated based on the amortised cost
(i.e. the gross carrying amount less loss
allowance) of the financial asset.

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

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

- significant financial difficulties of the
debtor;

- a breach of contract, such as a
default or past due event;
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2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

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

(i)

(ii)

Credit losses from financial
instruments and contract assets
(continued)

Basis of calculation of interest income
(continueq)

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

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

Write-off policy

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

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

Impairment of other assets

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

- property and equipment, including
right-of-use assets;

- intangible assets;

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

M5 R EE

(Expressed in RMB unless otherwise indicated) (Bt BABAIN + UARETIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

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

(ii)

Changyou Alliance Group Limited

Impairment of other assets
(continued)
- goodwill; and

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

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

- Calculation of recoverable amount

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

(CONTINUED)

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

(i) Impairment of other assets
(continued)

Recognition of impairment losses

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

Reversals of impairment losses

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

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

M5 R EE

(Expressed in RMB unless otherwise indicated)

(BRHHEHAIN - AARESIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

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

(iii) Interim financial reporting and

impairment

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

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

() Inventories and other contract costs

(i)

Changyou Alliance Group Limited

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

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

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

Net realisable value is the estimated
selling price in the ordinary course
of business less the estimated costs
necessary to make the sale.
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2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

() Inventories and other contract costs
(continued)

(i)

(ii)

Inventories (continued)

When inventories are sold, the carrying
amount of those inventories is recognised
as an expense in the period in which the
related revenue is recognised.

The amount of any write-down of
inventories to net realisable value and
all losses of inventories are recognised
as an expense in the period the write-
down or loss occurs. The amount of any
reversal of any write-down of inventories is
recognised as a reduction in the amount
of inventories recognised as an expense
in the period in which the reversal occurs.

A right to recover returned goods is
recognised for the right to recover
products from customers sold with a right
of return. It is measured in accordance
with the policy set out in Note 2(v).

Other contract costs

Other contract costs are either the
incremental costs of obtaining a contract
with a customer or the costs to fulfil a
contract with a customer which are not
capitalised as inventories (see Note 2(1)(i)).

Incremental costs of obtaining a contract
are those costs that the Group incurs
to obtain a contract with a customer
that it would not have incurred if the
contract had not been obtained e.g.
an incremental sales commission.
Incremental costs of obtaining a contract
are capitalised when incurred if the costs
relate to revenue which will be recognised
in a future reporting period and the
costs are expected to be recovered.
Other costs of obtaining a contract are
expensed when incurred.

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

M5 R EE

(Expressed in RMB unless otherwise indicated) (Bt BABAIN + UARETIR)

2 SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

Inventories and other contract costs
(continued)

(i)  Other contract costs (continued)
Costs to fulfil a contract are capitalised
if the costs relate directly to an existing
contract or to a specifically identifiable
anticipated contract; generate or enhance
resources that will be used to provide
goods or services in the future; and are
expected to be recovered. Costs that
relate directly to an existing contract or
to a specifically identifiable anticipated
contract may include costs that are
explicitly chargeable to the customer
and other costs that are incurred only
because the Group entered into the
contract (for example, payments to sub-
contractors). Other costs of fulfilling a
contract are expensed as incurred.

Capitalised contract costs are stated at
cost less accumulated amortisation and
impairment losses. Impairment losses
are recognised to the extent that the
carrying amount of the contract cost asset
exceeds the net of (i) remaining amount
of consideration that the Group expects
to receive in exchange for the goods or
services to which the asset relates, less (i)
any costs that relate directly to providing
those goods or services that have not yet
been recognised as expenses.

(m) Contract assets and contract liabilities

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

(m) Contract assets and contract liabilities

(n)

(continued)

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

For a single contract with the customer, either
a net contract asset or a net contract liability
is presented. For multiple contracts, contract
assets and contract liabilities of unrelated
contracts are not presented on a net basis.

Trade and other receivables

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

Trade receivables that do not contain a
significant financing component are initially
measured at their transaction price. Trade
receivables that contain a significant financing
component and other receivables are initially
measured at fair value plus transaction costs.
All receivables are subsequently stated at
amortised cost, using the effective interest
method and including an allowance for credit
losses (see Note 2(K)(i)).
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M5 R EE

(Expressed in RMB unless otherwise indicated)

(BREEHRHAIN - UARKETITR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(o)

(p)

(a)

Changyou Alliance Group Limited

Cash and cash equivalents

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

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

Trade and other payables (other than
refund liabilities)

Trade and other payables are initially
recognised at fair value. Subsequent to initial
recognition, trade and other payables are
stated at amortised cost using the effective
interest method unless the effect of discounting
would be immaterial, in which case they are
stated at invoice amounts.

Refund liabilities arising from rights of returns

is recognised in accordance with the policy set
out in Note 2(v)(i).
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2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(r) Convertible bonds

U

Convertible bonds that contain an
equity component

Convertible notes that can be converted
into ordinary shares at the option of the
holder, where a fixed number of shares
are issued for a fixed amount of cash or
other financial assets, are accounted for
as compound financial instruments, i.e.
they contain both a liability component
and an equity component.

At initial recognition the liability
component of the convertible bonds is
measured at the fair value based on the
future interest and principal payments,
discounted at the prevailing market rate
of interest for similar non-convertible
instruments. The equity component is
the difference between the initial fair
value of the convertible bonds as a whole
and the initial fair value of the liability
component. Transaction costs that relate
to the issue of a compound financial
instrument are allocated to the liability
and equity components in proportion to
the allocation of proceeds.

The liability component is subsequently
carried at amortised cost. Interest
expense recognised in profit or loss on
the liability component is calculated using
the effective interest method. The equity
component is not remeasured and is
recognised in the capital reserve until
either the bonds are converted.

If the bonds are converted, the capital
reserve, together with the carrying
amount of the liability component at
the time of conversion, is transferred
to share capital and share premium as
consideration for the shares issued.

(Expressed in RMB unless otherwise indicated)
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M5 R EE

(Expressed in RMB unless otherwise indicated)

(BRHHEHAIN - AARESIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(r) Convertible bonds (continued)

(ii)

Changyou Alliance Group Limited

Other convertible bonds

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

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

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

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

(s) Employee benefits

U

(ii)

Short-term employee benefits and
contributions to defined contribution
retirement plans

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

The Group’s contributions to defined
contribution retirement plans are charged
to profit or loss when incurred.

Share-based payments

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

(Expressed in RMB unless otherwise indicated)
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M5 R EE

(Expressed in RMB unless otherwise indicated) (Bt BABAIN + UARETIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(s)

(t)

Changyou Alliance Group Limited

Employee benefits (continued)

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

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

Income tax

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

(t)

Income tax (continued)

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

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

Apart from certain limited exceptions, all
deferred tax liabilities, and all deferred tax
assets to the extent that it is probable that
future taxable profits will be available against
which the asset can be utilised, are recognised.
Future taxable profits that may support the
recognition of deferred tax assets arising from
deductible temporary differences include those
that will arise from the reversal of existing
taxable temporary differences, provided those
differences relate to the same taxation authority
and the same taxable entity, and are expected
to reverse either in the same period as the
expected reversal of the deductible temporary
difference or in periods into which a tax loss
arising from the deferred tax asset can be
carried back or forward. The same criteria are
adopted when determining whether existing
taxable temporary differences support the
recognition of deferred tax assets arising from
unused tax losses and credits, that is, those
differences are taken into account if they relate
to the same taxation authority and the same
taxable entity, and are expected to reverse in
a period, or periods, in which the tax loss or
credit can be utilised.
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M5 R EE

(Expressed in RMB unless otherwise indicated) (Bt BABAIN + UARETIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(t)

Changyou Alliance Group Limited

Income tax (continued)

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

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

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

(t)

Income tax (continued)

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

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

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

- the same taxable entity; or

- different taxable entities, which,
in each future period in which
significant amounts of deferred tax
liabilities or assets are expected to
be settled or recovered, intend to
realise the current tax assets and
settle the current tax liabilities on
a net basis or realise and settle
simultaneously.
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M5 R EE

(Expressed in RMB unless otherwise indicated)

(BREEHRHAIN - UARKETITR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(u)

(v)

Changyou Alliance Group Limited

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

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

Where some or all of the expenditure required
to settle a provision is expected to be
reimbursed by another party, a separate asset
is recognised for any expected reimbursement
that would be virtually certain. The amount
recognised for the reimbursement is limited to
the carrying amount of the provision.

Revenue and other income

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

The Group evaluates if it is a principal or an
agent in a transaction to determine whether
revenue should be recorded on a gross or net
basis. In determining whether the Group acts as
a principal or as an agent, it considers whether
it obtains control of the products before they
are transferred to the customers. Control refers
to the Group’s ability to direct the use of and
obtain substantially all of the remaining benefits
from the products.
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2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

v)

Revenue and other income (continued)
Further details of the Group’s revenue and
other income recognition policies are as follows:

(i)

(ii)

Sale of goods

Revenue is recognised when the
customer takes possession of and
accepts the products. The Group
typically offers customers products that
are not made-to-order rights of return
for a period of 7 days upon customer
acceptance. Such rights of return rises to
variable consideration. The Group uses
an expected value approach to estimate
variable consideration based on the
Group’s current and future performance
expectations and all information that
is reasonably available. This estimated
amount is included in the transaction
price to the extent it is highly probable
that a significant reversal of cumulative
revenue recognised will not occur
when the uncertainty associated with
the variable consideration is resolved.
At the time of sale of products, the
Group recognises revenue after taking
into account adjustment to transaction
price arising from returns as mentioned
above. A refund liability is recognised for
the expected returns, and is included in
other payables (see Note 2(q)). A right
to recover returned goods (included
in inventories, see Note 2(l)) and
corresponding adjustment to cost of
sales are also recognised for the right
to recover products from customers.
This right to recover returned goods is
measured at the former carrying amount
of the inventory less any expected costs
to recover goods (including potential
decreases in the value of the returned
goods).

Service income

Service income from the rendering of
services is recognised when the services
are rendered.

(Expressed in RMB unless otherwise indicated)
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M5 R EE

(Expressed in RMB unless otherwise indicated) (Bt BABAIN + UARETIR)

2 SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(v) Revenue and other income (continued)

(iij)  Interest income

Interest income is recognised as it
accrues under the effective interest
method using the rate that exactly
discounts estimated future cash receipts
through the expected life of the financial
asset to the gross carrying amount of
the financial asset. For financial assets
measured at amortised cost that are not
credit-impaired, the effective interest rate
is applied to the gross carrying amount
of the asset. For credit-impaired financial
assets, the effective interest rate is
applied to the amortised cost (i.e. gross
carrying amount net of loss allowance) of
the asset (see Note 2(K)(i)).

(iv) Dividends

Dividend income from equity investments
is recognised when the shareholder’s
right to receive payment is established.

(v) Government grants

Government grants are recognised in
the statement of financial position initially
when there is reasonable assurance that
they will be received and that the Group
will comply with the conditions attaching
to them. Grants that compensate
the Group for expenses incurred are
recognised as other income in profit
or loss on a systematic basis in the
same periods in which the expenses
are incurred. Grants that compensate
the Group for the cost of an asset are
recognised as deferred income and
consequently are recognised as other
income over the useful life of the asset.
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2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(w) Translation of foreign currencies

()

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

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

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

Borrowing costs
Borrowing costs are expensed in the period in
which they are incurred.

(Expressed in RMB unless otherwise indicated)
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M5 R EE

(Expressed in RMB unless otherwise indicated)

(BREEHAIN - UARKETITR)

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(y) Related parties

(@

Changyou Alliance Group Limited

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

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

(i)  has significant influence over the
Group; or

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

An entity is related to the Group if any of
the following conditions applies:

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

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

(i)  Both entities are joint ventures of
the same third party.

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

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

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

(a).

(vl A person identified in (a)(i) has
significant influence over the
entity or is a member of the key
management personnel of the entity
(or of a parent of the entity).
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2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

v)

@

Related parties (continued)
(b)  (continued)

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

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

Segment reporting

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

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

(Expressed in RMB unless otherwise indicated)
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M5 R EE

(Expressed in RMB unless otherwise indicated) (Bt BABAIN + UARETIR)

ACCOUNTING JUDGEMENTS AND
ESTIMATES

Critical accounting judgements in applying the
Group’s accounting policies

In the process of applying the Group’s accounting
policies, management has made the following
accounting judgements:

Preparation of the consolidated financial
statements on a going concern basis

The events or conditions, along with other matters set
forth in Note 2(b), indicate the existence of material
uncertainties which may cast significant doubt on the
Group’s ability to continue as a going concern. Based
on the cash flow forecast of the Group prepared
by the management and assuming success of the
measures set forth in Note 2(b), the directors of the
Company are of the opinion that the Group would
have adequate funds to meet its liabilities as and
when they fall due at least twelve months from the
end of the reporting period. Accordingly, the directors
of the Company consider it is appropriate to prepare
the consolidated financial statements on a going
concern basis.

Control over Pointsea Company Limited (“PCL”)
De-facto control exists when the size of an
entity’s own voting, rights relative to the size
and disbursement of other vote holders, give the
entity the practical ability to unilaterally direct the
relevant activities of the investee. The Company
indirectly holds 47.24% shares of PCL, while the
remaining 52.76% of shares are held by 5 unrelated
shareholders. Given the dispersion of voting rights
among the other shareholders, and the fact that the
Group can appoint majority of the directors of PCL,
the directors of the Company are of the view that the
Company can dominate the shareholder meetings,
control PCL’s board of directors and appoint the key
management personnel of PCL. Thus, the directors
of the Company conclude that the Company has de-
facto control over PCL.
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ACCOUNTING JUDGEMENTS AND
ESTIMATES (CONTINUED)

Consolidation of variable interest entity (“VIE”)
The principal activities of the Group are the
development and operation of an electronic trading
platform in the PRC, carried out by the VIE, Sub-
chain, which was established as a limited liability
company in the PRC, and its subsidiaries. Since the
business conducted by Sub-chain and its subsidiaries
is subject to foreign investment restrictions under the
relevant laws and regulations in the PRC, Centchain,
a subsidiary of the Company, entered into the
Contractual Arrangements with Sub-chain and its
equity shareholders. As a result of the Contractual
Arrangements, the Group has rights to exercise
power over Sub-chain and its subsidiaries, receives
variable returns from its involvement in Sub-chain and
its subsidiaries, has the ability to affect those returns,
and hence, has the control over Sub-chain and its
subsidiaries. Consequently, the Group regards Sub-
chain and its subsidiaries as controlled entities,
and the directors of the Company consider it is
appropriate to account Sub-chain as a subsidiary. As
such, the Group consolidate the financial results and
financial position of Sub-chain and its subsidiaries in
the consolidated financial statements.

Key sources of estimation uncertainty

Note 25(e) contains information about the
assumptions and their risk factors relating to fair value
of financial instruments. Other significant sources
of estimation uncertainties and critical accounting
judgements made by the management are as follows:

Expected credit losses on receivables

The credit losses for trade and other receivables
are based on assumptions about the expected
loss rates. The Group uses judgement in making
these assumptions and selecting the inputs to the
impairment calculation, which are based on the
Group’s past collection history, existing market
conditions as well as forward looking estimates at
the end of each reporting period. For details of the
key assumptions and inputs used, see Note 25(a).
Changes in these assumptions and estimates could
materially affect the result of the assessment and the
Group may be necessary to make additional loss
allowances in future periods.
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SR ARG (8

B2 B ([ 2 g EE )
AEEIEXHER/RETERAERNEEETRSF
B AAEESERYPE(HEEMAZNER
D) REMBARRER - AR PR ENE QA
FRMEGEETHBEMERERER THINEHRE
Rl ARRBMB LR ALEEE S 55N H s
BRFILAHLH - AREHNTE  AEEAES
D PR EKIERRTTERER - 10 P ok kA
NEEGAERRI AENTEZFOR - Bt
DPRNENBAREGEHE - Bt - AEE
DEPHELEMBRARRAZZEER  RARAES
RBBOPHEARELRNBLATBEE - Fitt - K
S B0 Py & H KB R R e B A MBS AOR
RiFEMERRAHIARK -

st FRERZHNEEREF

ffFE25(e) 5B R TR T AN FERRBRRK
HERREZR AR - At THRERRNEMEKNK
RAREREEBELNERGHEINT

FER SRR = BRATA

B 5 REMERKENEEBRDRAMEBREN
RRIEH - AEERBAKEREMNKREES - 3
BTN RN EREHROATE GG - ERH
EiEh SRR IEBREFENBARE - 58
FIERAOERBRR LB ARBESE  F2HME
25(a) ° & FRR LGV BB Al L & H A G RE
RERZE R AKE A R B EARRPRE RN
ERRE

BHBEBEEEERAT _—_T__FFERE
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REVENUE

The principal activities of the Group are the
development and operation of an electronic trading
platform to promote and facilitate awards earned by
customers of loyalty programmes of other companies
to be exchanged in the PRC in the form of virtual
assets and credits for consumption of merchandises,
games, services and other commercial transactions
and other trading business. The directors of the
Company consider the above is the only business of
the Group, and accordingly, no segment information is
presented.

(a) Disaggregation of revenue
Disaggregation of revenue from contracts with
customers is analysed as follows:

L'ON

AEBEEERHSAEREEETRHFE @ fRfE
Hith A AR P B E 2RI RE R A ERE E
EFEEHAAETEBYREG - B8 REIE
MEEXZGREMRXSEHERER - ARREER
REMTAREEME—X - Bt - YR/ EE
£ o

(a) WAZD
BEEAHZWAS D 2T ¢

2022 2021
—EC-CHF —E-—F
RMB’000 RMB’000
AR¥T T ARETT
Revenue from contracts with BERMEHREERAE15
customers within the scope of HERZEFSHZBA
HKFRS 15 disaggregated by major T EERFBREER
products or service lines and by WA R EEE 2
timing of revenue recognition
Revenue from facilitation of digital point  BiBEEEFF AR ESRT
business through operation of an N2 fi LR 5%
electronic platform and other trading 0L
business:
— Point in time =JiR TIHﬁ'EJ@E 214,220 111,391
- Over time —BEER 818 2,820
215,038 114,211

The Group’s customer base is diversified. There
was no customer with whom transactions
exceeded 10% of the Group’s revenue for
the year ended 31 December 2022 (2021: no
customer with whom transactions exceeded
10%). Details of concentrations of credit risk
arising from the Group’s debtors are set out in
Note 25(a).

(b) Geographic information
All of the Group’s revenue for the years ended
31 December 2022 and 2021 were generated
from sales and services to customers in the
PRC. All of the non-current assets of the Group
are either physically located or allocated to
operations in the PRC.
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AEBEFPERZ UL BE_Z_—F+—
A=+—HIHFE HEATERSBELE
BRAI0% (ZE=_—F : EETEISEBBE
10%) - NEEEWRFEENEERBRSES T
ZFHBERR I FE25(0) ©

(b) HiEER
AEENEE T - T -_—%+_H
=t+—BUEFEMNAERABLR AT ERFEH
ERRGELE - AEBFBIERBEETR L
MR B DB B E -
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(BREHEZAIN - AARESTIR)

OTHER (EXPENSES)/INCOME 5 Htt(BIX) W
2022 2021
—E-CF —E-—F
RMB’000 RMB’000
ARMET T AREFTT
Interest income PR 77 56
Net loss on disposal of property Y R a8 2 515 ER
and equipment (1) (93)
Penalty for early termination of REKRITHAEAHZEH
a lease contract (875) -
Others Hith 715 602
(84) 565
LOSS BEFORE TAXATION 6 BrBi AT ETIE
Loss before taxation is arrived at after charging/ BEATE B, GIA) U TN EIEEZER
(crediting):
(a) Finance costs: (a) MBS :
2022 2021
—E__F T4
RMB’000 RMB’000
ARMET T AREFTT
Interest expenses on lease liabilites ~ FAE & &F| 2532 (f5E11(0)
(Note 11(0)) 315 576
Finance charges on convertible bonds AI A% &% 8175 & A (7E19)
(Note 19) 24,359 18,113
Interest expenses on loans froman ~ KEARRA A —HEEREREZERZ
equity shareholder of the Company  FIEBIs (Fif5E21)
(Note 21) 3,331 2,047
28,005 21,636
Net foreign exchange loss/(gain) HNEE TR, (Weas) F 58 5,277 (1,207)
33,282 20,429
No borrowing costs have been capitalised for BHE_ZT-_—_F+_A=+—HILFE  IE
the year ended 31 December 2022 (2021: BREREN(CEZ—F : AREZT) ©
RMBNIl.

WHRHEEEARAR

T FFERE
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6

Changyou Alliance Group Limited

LOSS BEFORE TAXATION (CONTINUED)

(b)

Staff costs:

Salaries, wages and other benefits

Termination benefits (Note (i)

Contributions to defined contribution
retirement plans (Note (i)

Notes:

(i)

In a view to further streamline the Group’s
business operations, the Group paid certain
termination benefits to reduce its workforce in
2022 and 2021.

The employees of the subsidiaries of the
Group established in the PRC (excluding
Hong Kong) participate in defined contribution
retirement benefit schemes managed by the
local government authorities, whereby these
subsidiaries are required to contribute to the
schemes at a rate of 16% (2021: 16%) of
the employees’ basic salaries. Employees of
these subsidiaries are entitled to retirement
benefits, calculated based on a percentage of
the average salaries level in the PRC (excluding
Hong Kong), from the above mentioned
retirement schemes at their normal retirement
age. Contributions to the schemes vest
immediately, there is no forfeited contributions
that may be used by the Group to reduce
existing level of contributions.

Annual Report 2022

¥ TERHAMRER
R AR A (P E()
[A) S IE R IRET &I R

(B #EGi))

FRBE AT BT 18 ()
(b) BIAE:

2022 2021

—EC-CF —E-—F

RMB’000 RMB’000

AR%T T ARETIT

23,552 66,667

1,650 7,960

2,039 6,352

27,241 80,979

B eE

(i)

BE—PREAEEEBEE  AEER=Z
IR —FRNETELERFLUR D
HYH T -

AEBERPE T EERE) K ZAOMEA TN
RE2INE MR EEE RN R ERTRKE
MEHE - Bt ZEMBRRVARESEAR
FEM16%(ZF=—F : 16%) AR Bt
Ko ZEMBARMNEEEIZREETRRK
FREBARERE DRRAABZARTE (D
BEDE) FHHEKT B D LAERRIKE
Mo FEIEFARRE - AREL LU HR
A ARBER A HFOKFE
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LOSS BEFORE TAXATION (CONTINUED)

(b)

(c)

Staff costs: (continued)
Notes: (continued)

(ii) (continued)

The Group also operates a Mandatory
Provident Fund Scheme (the “MPF scheme”)
under the Hong Kong Mandatory Provident
Fund Scheme Ordinance for employees
employed under the jurisdiction of the Hong
Kong Employment Ordinance. The MPF
scheme is a defined contribution retirement
plan administered by an independent trustee.
Under the MPF scheme, the employer and
its employees are each required to make
contributions to the plan at 5% of the
employees’ relevant income, subject to a cap
of monthly relevant income of Hong Kong
Dollar (“HK$”) 30,000. Contributions to the
MPF Schemes vest immediately, there is
no forfeited contributions that may be used
by the Group to reduce the existing level of
contribution.

The Group has no further material obligation for
payment of other retirement benefits beyond
the above contributions.

Other items:

Notes to the Financial Statements
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6 FRBLATER ()

(b) BIMRA: ()
Bt : ()

i @@

REBEREE S CGRTIMEATBR BRG]
BEBB(RERA) AAZEERRANZIE
MEBET T ANMEATESE ([BEST
2l]) - BESHEARBYUZITABTENRT
HERRET B - RIFRTESTE - BEREE
B 8AREBE BB RI5% TSI
& A B RUEELA30,000/8 T AR © [MEESE
BIELH A HFANR SRR - W& R AR
HASERLURD R HEUKTE o

BriEh B RN - REEI EA B E MR
BARE— SEANKEALE -

(c) HMEH:

Depreciation expenses (Note 11)
— owned property and equipment
— right-of-use assets

Impairment loss on non-financial
assets (Note 11)
— right-of-use assets

Operating lease charges relating to
short-term leases and leases of
low-value assets (Note 11(b))

Auditor’s remuneration — audit services ¥ 2 Fh & Bl — % B ARTS

Cost of inventories (Note 15())

2022 2021
—EC-CF —E-—F
RMB’000 RMB’000
ARET T AREFIT
WEBA (FizEi1)
— BB E MR 651 1,479
—FRAEEE 2,536 7,779
3,187 9,258
e mEERERE (1)
—[FREEE - 888
HEHERREEEENERHE
R e E S A (MaE11(0)
2,268 2,507
1,950 2,350
TFERA (FizE15(0)) 186,766 101,538
BHBEEEEARAR T _FFERE
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7 INCOME TAX 7

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

Current and deferred taxation BNHA KB AEFR 18

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

Loss before taxation BrEERTE 1R

Expected tax on loss before taxation,
calculated at the rates applicable to
profits in the jurisdictions concerned
(Notes (i), (i) and (iii))

GEE

Frig®t

(a) SEBEB/RANAEHRS

2022 2021
—E-CF —E-—F
RMB’000 RMB’000
AR¥T T AREFIT

(b) REARESENBERIHGHEEZYH
BE -

Tax effect of non-deductible expenses A~ A] 1751 B sx B T 75 2 22

Tax effect of unused tax losses and
deductible temporary differences not

recognised
Income tax Fris#i
Notes:

(i) The Company and the subsidiaries of the
Group incorporated in Hong Kong are subject
to Hong Kong Profits Tax rate of 16.5% for
the year ended 31 December 2022 (2021:
16.5%). No provision for Hong Kong Profits
Tax has been made, as the Company and the
subsidiaries of the Group incorporated in Hong
Kong did not have assessable profits subject
to Hong Kong Profits Tax for the year ended
31 December 2022 (2021: RMBNIl).

(ii) 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.
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GEX

(i)

RERAR AR AT ER SRR
RAENBRT AR B IEER
(ii) B2 (iii))

AREEREARE) A IR E R K AT HUR
EREEROMNBTE

2022 2021
—E-—fF —E-—F
RMB’000 RMB’000
AREET T AREFIT
(48,742) (124,863)
(3,783) (25,645)
5,646 5,963
(1,863) 19,682

PINYNCTD G 90 VA= RN SER YRR/
HE T - —_F+-A=1+—HILEFEER
16.5% (=T =—%F : 16.5%) I RBME S
MEH - ARAR R KRR BB M A4S
EfBARNEBEE T -+ -A=+—H
IEFEBEBRMEBFEHNERBEF -
WA ERERF S IREE (T —F
ARMBZTT) -

ARBRDBINFES S KRB LB S
FRAZH) AR S B B RIARMR AL B R AL AT
BRI A SRR AR TIPS o
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(BREHEZAIN - AARESTIR)

7  INCOME TAX (CONTINUED) 7 FBHEGE
(b) Reconciliation between tax expense and b) REARZGFENRERIHESGEE2Y

accounting loss at applicable tax rates: R (8@

(continued)

Notes: (continued) BisE © (8)

(i)  The subsidiaries of the Group established in (i) AEERTECINRERS)KZHHEARR
the PRC (excluding Hong Kong) are subject to HE_S-_—F+-_A=1+—HIEFEER
PRC Corporate Income Tax rate of 25% for the 25% (ZZF=—%F : 25%) T R MT R %
year ended 31 December 2022 (2021: 25%). FrfSH -

(v)  One of the subsidiaries of the Group established (iv) AEERFREMKZE—FHEAREER
in the PRC has obtained approval from the BRIENR - ZE - x5 T NFFEFHHE
tax bureau to be taxed as an enterprise with REFEMeEAT - At RE8E=-2 -
advanced and new technologies for the period F+-—A=1+—RHLFEZE15%ZEBEF
from the calendar years from 2022 to 2024 and PEMEH (T —F : 25%) °
therefore enjoys a preferential PRC Corporate
Income Tax rate of 15% for the year ended 31
December 2022 (2021: 25%).

8 DIRECTORS’ EMOLUMENTS 8 EEH
Directors’ emoluments disclosed pursuant to section BIEEB R REHIFE383(1)IER AR (HEEEHZE
383(1) of the Hong Kong Companies Ordinance and ERD RO FER BN ESEHIAT ¢
Part 2 of the Companies (Disclosure of Information
about Benefits of Directors) Regulation are as follows:
2022
—E-CE
Salaries,
allowances Retirement
Directors’ and benefits Discretionary scheme
fees in kind bonuses contributions Total
=1 B
E=He RENEN MEEA HEGE @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETRT ARETR ARETRT ARETR ARETR
Executive directors PTES
Mr. Cheng Jerome Cheng Jeromest 4 - 292 - - 292
Mr. Yuan Weitao rEELE - 788 - 58 846
Non-executive director FBTES
Mrs. Guo Yan LiE: 3 - 253 - - 253
Independent non-executive BYFHTES
directors
Mr. Wong Chi Keung BrBAAE - 253 - - 253
Mr. Chan Chi Keung, Alan BREaak s - 253 - - 253
Mr. Liu Jialin AEAERE - 253 - - 253
- 2,002 - 58 2,150
BHBEEEEERAT T _FFERS
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8 DIRECTORS’ EMOLUMENTS (CONTINUED) 8 EEHM (E)
2021
B
Salaries,
allowances Retirement
Directors’ and benefits  Discretionary scheme
fees in kind bonuses  contributions Total
o 2R RIK
EEHe  REMEF iEEaL FTEIfHIR Bt
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREFTT ARETTT AREFTT AREFT ARETTT
Executive directors YTES
Mr. Cheng Jerome Cheng Jeromet 4 - 398 - - 398
Mr. Yuan Weitao RERRE = 1,321 - 48 1,369
Non-executive director FHITES
Mrs. Guo Yan Lo - 249 - = 249
Independent non-executive BYFHTES
directors
Mr. Wong Chi Keung BWEAE - 249 - - 249
Mr. Chan Chi Keung, Alan BREsak - 249 - - 249
Mr. Liu Jialin AEAE - 249 - - 249
- 2,715 - 48 2,763

No emolument was paid or payable to any of the
directors or the highest paid individuals as disclosed
in Note 9 as an inducement to join or upon joining the
Group or as compensation for loss of office during
the year ended 31 December 2022 and 2021.

9 INDIVIDUALS WITH HIGHEST EMOLUMENTS 9

Of the five individuals with the highest emoluments,
there is one (2021: one) director whose emoluments
are disclosed in Note 8. The aggregate of the
emoluments in respect of the four (2021: four)
individuals who are not directors are as follows:

MM TP IE  REE— TR T ——F

TZA=t—HLFE"
Sx=mFMATHH

T EENHEMNEAES
VABR 5| {5 pn AR R B 3l 1

AIAREE R EEE) - SIERBERAME -

Salaries, allowances and benefits in kind e RN EYWEH

Retirement scheme contributions RIRFHEIE IR
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53=F 17 UNn
hAEZEETFALTH  —H(CE=—F: —R)EF -
2RISR - R (ZF——4%F : IWRK)IE
BEZATHHFMEETOT
2022 2021
—E-—F —ET-—%F
RMB’000 RMB’000
AR®F T AREFIT
5,943 6,540
141 125
6,084 6,665
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INDIVIDUALS WITH HIGHEST EMOLUMENTS
(CONTINUED)

The emoluments of the four (2021: four) individuals
who are not directors and who are among the five
highest paid individuals of the Group are within the
following bands:

Notes to the Financial Statements

M5 ERMIE
(Expressed in RMB unless otherwise indicated) (B RA& AN » AAREFIR)
9 EeHMALGE

AEBERERSHFMALPIEENTNBEAL(CE
——F: OR)OFMNFATERE :

2022 2021

—E-_F —E-—F

Number of Number of

Individuals individuals

A N

HK$500,001 - HK$1,000,000 500,0017&75 21,000,000/ 7T 2 -
HK$1,000,001 - HK$1,500,000 1,000,001 7L 2 1,500,000/ 7T 1 8
HK$4,000,001 - HK$4,500,000 4,000,001/ 7T 54,500,000/ 7T 1 1

LOSS PER SHARE

(@) Basic loss per share

The basic loss per share for the year ended
31 December 2022 is calculated based on
the loss attributable to the equity shareholders
of the Company of RMB34,725,000 (2021:
RMB49,467,000) and the weighted average
of 1,810,953,000 ordinary shares (2021:
1,810,953,000 ordinary shares) in issue during
the year.

(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 were antidilutive
for the years ended 31 December 2022 and
2021.

10 SBREE

(a) BREXERE
BE-_E-_—_f+-_A=+—RIEE
EREARNEBEAQREIREENEIE
ARM34,725,000c(ZF=—F : ARK
49,467,0007T) X F N E 3175 @A INAE 5 2k
1,810,953,000/% (==& ——% : 1,810,953,000
fEEBID) FTE o

(b) EREFEER
AEBMIBRRES ERHBREREET
R R HERE Al e R B E B B IR E NS
B ETZWASTREEEEZFTES - TIH
REEREE_ZE_—FR-_FT-_—F+_A
=t HIFERES -

BHBEBEEEERAT _—_T__FFERE
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11 PROPERTY AND EQUIPMENT 11 YERRZE
(a) Reconciliation of carrying amount (a) FREEYEE
Motor vehicles
Leasehold and other Right-of-use
improvements equipment assets Total
HE#E RERAEMRE EREEE @5t
RMB’000 RMB’000 RMB’000 RMB’000

ARBT ARBT R ARBT R ARBT

Cost: B
At 1 January 2021 R-E-_—F—F—H 5,640 11,637 22,098 39,375
Exchange adjustments B AR (13) (78) (151) (242)
Additions e 232 274 2,335 2,841
Disposals & - (527) = (527)
At 31 December 2021 RZB_—F+-A=1+-H 5,859 11,306 24,282 41,447
Accumulated depreciationand ~ RIHTERFAEEE :

impairment loss:
At 1 January 2021 R-Z-—4—F—H (5,279) 9,222) (12,486) (26,987)
Exchange adjustments B 5 3R 6 66 69 141
Charge for the year FENTH (189) (1,290) 7,779 9,258)
Impairment loss REEE - - (888) (888)
Written back on disposals HERE - 434 - 434
At 31 December 2021 RZFZ—F+-A=1-H (6,462) (10,012) (21,084) (36,558)
Carrying amount: BEE:
At 31 December 2021 WZB-Z—$+-A=+-H 397 1,294 3,198 4,889
Cost: A
At 1 January 2022 RZE-—%—f—H 5,859 11,306 24,282 41,447
Exchange adjustments B 5 AR 42 244 627 913
Additions RE 107 39 3,949 4,095
Decrease due to disposal of HE—HHBARRD

a subsidiary (1,020) (3,728) - (4,748)
Disposals & - ©6) (16,574) (16,580)
At 31 December 2022 RZE-—#+-fA=1—H 4,988 1,855 12,284 25,127
Accumulated depreciationand ~ ZiHTERAERSE :

impairment loss:
At 1 January 2022 RZE-_-%—HF—H (5,462) (10,012) (21,084) (36,558)
Exchange adjustments [ 5 AR (31) (234) (349) (614)
Charge for the year ENZH (211) (440) (2,536) (3,187)
Decrease due to disposal of HE—HNBARRD

a subsidiary 1,020 3,469 - 4,439
Written back on disposals HERD - 5 16,574 16,579
At 31 December 2022 R-B-—#+-A=1+-H (4,684) (7,212) (7,395) (19,291)
Carrying amount: HREE
At 31 December 2022 R-BE-—%+-A=1+-H 304 643 4,889 5,836
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11 PROPERTY AND EQUIPMENT (CONTINUED)

(b)

Right-of-use assets

The analysis of the net book value of right-of-
use assets by class of underlying asset is as
follows:

Office premises, carried at depreciated cost

The Group has obtained the right to use office
premises through tenancy agreements. The
leases typically run for an initial period of up to
3 years.

The analysis of expense items in relation to
leases recognised in profit or loss is as follows:

/N

Notes to the Financial Statements

A B8 R EE

(Expressed in RMB unless otherwise indicated) (B BA BB + AAREFIR)

11 YERREGE

(b) FAEEE
FHEBEES ENERAEEENEREFEND
W

At 31 December At 31 December

2022 2021
R-E=-Z=F RZEZ—%F
+=A=+—-B +=-HA=1+—H
RMB’000 RMB’000
ARET R ARETT
¥ DAIERATIER 4,889 3,198
$EIELﬂﬁf%‘ PNZYERE A
7 HEMYIREE HrﬁTL &Fo

Depreciation charge of right-of-use
assets by class of underlying asset:
— Office premises (Note 11(a))

Impairment loss of right-of-use assets
(Note 11(a))

Interest expenses on lease liabilities
(Note 6(a))

Expenses relating to short-term leases
and leases of low-value assets
(Note 6(c))

Details of total cash outflow for leases and the
maturity analysis of lease liabilities are set out in

Notes 17(c) and 20, respectively.

P ERTERNEEFENFAIIEE NS
I
2022 2021
=== B —F
RMB’000 RMB’000
ARET T AREFIT
LA A E D R E
BEEMTERY
- A=W BFIFE11(0) 2,536 7,779
FREEERERE
(Ft=E11(a)) - 888
HEAENF B (FFE6@)
315 576
HEHHERKEEEERE
BRI A (F5E6(c)
2,268 2,507
HEpRent RAEaERSIMNEED

RIS AMTEE17(c) 5220 °

WHRHEEEARAR

T FFERE
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12 INTANGIBLE ASSETS

At 31 December 2022, the Group has the following
intangible assets:

(i) An electronic distribution platform, www.
CCIGMALL.com, which the Group acquired
through the acquisition of an e-commerce
business in 2015. In view of the increasing
competition within the e-commerce sector,
and the slower than expected growth and
uncertainties surrounding the future of the
Group’s own e-commerce business, the Group
has written down the carrying amount of the
intangible asset to its recoverable amount of
RMBNiIl in 2017. The Group has ceased the
e-commerce business in 2018. The intangible
asset was disposed of with the disposal of a
subsidiary in 2022. Details of the disposal of a
subsidiary are set out in Note 26.

(i)  An exclusive income right obtained in 2016 from
the development of a tailor-made e-commerce
platform for a property developer in order to
earn revenue from this property developer
by assisting its property sales through the
platform. In view of the slower than expected
progress of the property projects under
development by the above property developer,
the management of the Group considered such
projects may not be developed as planned. The
Group has written down the carrying amount of
the intangible asset to its recoverable amount
of RMBNIl in 2017. Despite of the efforts spent
over the years, the directors of the Company
consider that there is no realistic prospect to
recover all or part of the consideration paid to
the above property developer.
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12 EBFEEE

RZZE-_—F+-_A=+—HB AXEBBUTER
BE

) EFDHEFEwww.CCIGMALL.com » JhAE
ER—_E—hFERRBErRmBEEBWER
Ko BRBETRE DT Tz - LRA
SEESEFHEXEBKIERRBHEERER
RZABEEN AEEER T —LFHILE
FEEMNEEERRAEETKESEARE
T AEBER - NERIEFTHE
¥ R —_FRE—HNBARKLE
BmLAE - BBALEMBRRNFBEHNME
26 °

iy AEBR-ZT—"FHABVERLHFAETE
HE %ﬁE$A%#2ﬁ%WA%ﬂ AR B
ZE B EMEIEE 8% YWER R
WA - SER Eii ¥R EmAE o MFEIBERE
EREHEE  AEBEEERAZIHEE X
REanTEHRE R - AEEER T —HF it
E%ﬁé%%@@%ﬁﬁﬁT%@i%AE%
cBELBNLF ARREERAE @ UE
ﬁﬁmﬁTW@iﬁﬁ% 5B Tl ¥ 26
BEREHRE -
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INVESTMENTS IN SUBSIDIARIES

The following list contains only the particulars of
subsidiaries which principally affected the results,
assets or liabilities of the Group.

Notes to the Financial Statements
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13 RMIBAEIZERE

TREFIHAKERE  EELREBREIEY
ZHKEARRRHS

Proportion of ownership interest

RREESLA
Place of establishment/ Particulars of - The Group’s
incorporation and registered/issued effective  Held by the Held by
Name of subsidiaries business and paid-up capital interest ~ Company subsidiaries Principal activities
\ HR/BRTR  AEEY A0 WEAR
WEBARER R/ BRRAHE  ERER fi#% s TEEE
Centchain® (Note (i) The PRC RMB200,000,000 18.9% - 100%  Facilitate digital point business
/ through an electronic platform
{2655 (i) hE AR#200,000,0007T FRETTARMETRARE
Changyou International Fintech Company Limited Hong Kong 1 share 100% - 100%  Financial technology
GREReRNRARAT (35 —f 551
Pointsea Company Limted (“PCL”) (Note () The Cayman lslands 1 share 18.9% - 47.24%  Investment holding
HEERAA([28]) () REHS —f& RESR
Sub-chain * (Notes (i) and 2(0)) The PRC RMB10,000,000 - - - Faciltate digital point business
\ . through an electronic platiorm
AT (FFzEifb) i AB#10,000,0007C BEETTREMETENEH
Fortunet Holding Limited (‘FHL") (Note (i) Hong Kong 1 share 51% - 51%  Investment holding
¥ & REER
Beiing Century Fortunet Network Technology Co., Ltd. * ~ The PRC RMB3,000,000 - - - Trading of goods through electronic
(Notes (i) & (iv) dlstribution platform, mobile
applications and other related
s ] \ ) means \
PRt aBERARAT (MR i AR3,000,0007 FRETARTR BARRARS

The English translation of the names is for reference
only and the official names of these entities are in
Chinese.

REMIRRE AR S

* BYXGEREESERMERRZETREAT -

BHBEBEEEERAT _—_T__FFERE
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Notes to the Financial Statements

MR R

(Expressed in RMB unless otherwise indicated) (B BA I + AAREFIR)

13 INVESTMENTS IN SUBSIDIARIES (CONTINUED)

Notes:

(i) The directors of the Company consider PCL, and
hence PCL’s wholly-owned subsidiaries, Centchain
and Pointsea HK, are subsidiaries of the Group
through its power to control the board of directors of

PCL.

(i) These companies are wholly foreign owned
enterprises established in the PRC.

(iii) These companies are limited liability company
established in the PRC.

(iv)  This company was disposed in November 2022.
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13 RBARZRE @)

(i)

(i)

(iv)

AAREERA  BARBHSSEEE RN 5
5 RERSENZEHBATNLBERSEEE
AREENBAT -

ZERBRRPBKIIZIEBE RS -

ZABR R ERNTERIZEREERF]



13

INVESTMENTS IN SUBSIDIARIES (CONTINUED)

The following tables list out the combined financial
information of Century Network and its subsidiaries
(“Century Network Group”), and Treasure Ease and
its subsidiaries (“Treasure Ease Group”), the two sub-
groups within the Group, which have material non-
controlling interests (“NCI”). The summarised financial
information presented below represents the amounts
before any inter-company elimination.

Century Network Group and Treasure Ease Group

Notes to the Financial Statements

A B8 R EE

(Expressed in RMB unless otherwise indicated) (B BAEBAIN + UARETIR)

13

RHE AR 2 RE (F)

TRIHAEBANAE E RIS ([FEE AR E
%5 ]) VAN B HE T Century Network K E Bt B A 7
([Century Network&[® ) A K Treasure Ease & H
BB A ([Treasure Ease® B ) WA FEI AR -
TH AR E AR IER E A2 R SRR 5K
I8 o

Century Network& B K Treasure Ease5 &

Percentage of NCI 2022 2021
FERERT DL —E-CF T —F
— Century Network — Century Network 49.0% 49.0%
— Treasure Ease —Treasure Ease 81.1% 81.1%

2022 2021

—E-CF —E-—F

RMB’000 RMB’000

AR¥ET T ARBEFIT

Revenue WA 215,038 114,211
Net loss 1R (17,568) (94,675)
Net loss attributable to NCI FEIE R i e PR (L 5185 3R (14,017) (75,396)
BHBHEEEGRAT T _FFEERE
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M5 R EE

(Expressed in RMB unless otherwise indicated) (B BHE#BI5N © AARETIR)

13 INVESTMENTS IN SUBSIDIARIES (CONTINUED) 13 RHMIBAEZRE (&)
At 31 December At 31 December
2022 2021
iz gt St - R-E-——F
+=ZHA=t+—-H +=-A=+—H
RMB’000 RMB’000
AR¥T T ARETT
Non-current assets FEREBEE 1,442 2579
Current assets TENEE 148,663 164,171
Current liabilities mEAE (726,033) (725,663)
Non-current liabilities FERBEE (50,095) (49,542)
Net liabilities FaE (626,023) (608,455)
Net liabilities attributable to NCI EERERENTFAE (387,355) (373,338)
14 TRADING SECURITIES 14 XR5[F

At 31 December At 31 December
2022 2021
R-ZZZ=fF WZE——F
+=ZA=+—-HB +=A=1+—H
RMB’000 RMB’000
AR¥TT ARETT

Trading Securities: RFEH
— Listed equity securities in Hong Kong — BB EMERAES 655 910

Trading Securities are stated at their fair values which
have been determined by reference to the published
price quotations in active markets. Loss on fair
value changes of trading securities of approximately
RMB326,000 has been recognised in profit or loss
during the year ended 31 December 2022 (2021:
RMB738,000).
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INVENTORIES

(a)

(b)

Inventories in the consolidated statement

of financial position comprise:

Merchandises held-for-trading
Less: write-down of inventories

Notes to the Financial Statements

A B8 R EE

(Expressed in RMB unless otherwise indicated) (B BAEBAIN + UARETIR)

15 =78
(a) HEMBRRERNESEEE:

At 31 December At 31 December
2022 2021

St -3 RZT=Z—F
+=ZH=+—-H +=-HA=+—H
RMB’000 RMB’000
AR¥TR AREFT

RFER S A% 2 Em 1,571 2,818
B FEMOR (1,408) (2,185)
163 633

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

loss is as follows:

Carrying amount of inventories sold

Write-down of inventories

(b) EEARMIRFAGREEEZRNTFESED

T
2022 2021
—EC-CHF —E-—F
RMB’000 RMB’000
AREET T AREFIT
EEFENREE 186,405 100,704
FEHUR 361 834
186,766 101,538

BHBBEEERAR T _FHERE
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M5 R EE

(Expressed in RMB unless otherwise indicated) (Bt BABAIN + UARETIR)

16 TRADE AND OTHER RECEIVABLES

B RHEMEYRE

At 31 December At 31 December

2022 2021
R-BZZF RZZE=—4%
+=A=+—R +=-A=1+—H
RMB’000 RMB’000
ARET R ARETTT
Trade receivables Z 5 EWFIA 5,571 19,795
Less: loss allowance (Note 25(a)) A R EE (FTEE25() (141) (1,642)
5,430 18,153
Other receivables: H b pelzoE

- Loans to third parties —BFE=H2EX 9,210 25,878

— Receivable for issuance of shares of a — )RR S A R BT

subsidiary to a non-controlling equity — M E A R B FEMGRIE

shareholder (Note (i) (&) 100,000 100,000
- Others —EHAth 1,702 8,818
110,912 134,696
Less: loss allowance (Note 25(a)) A IR REE (FTEE25() (9,247) (30,640)
101,665 104,056
Financial assets measured at amortised cost REERATENSREE 107,095 122,209
Prepayments and deposits BAFE R RS 7,683 11,945
114,778 134,154

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

Note:

(i) In 2019, PCL issued 28,036,564 new shares to an
investor. Proceeds of RMB100,000,000 from the
investor has not yet been received while the investor
granted an advance of RMB100,000,000 to a wholly
owned subsidiary of PCL (see Note 18) which is non-
interest bearing and will mature upon receipt of the
proceeds for shares issued to the investor by PCL.
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PG B 5 K Bt R WGRIR (FORR B 1R BHR) AR —4F
AU RFER R
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RZT—NF - 9/8M—RIREEIT728,036,564
BRFNARD - DIF M AKREIZBEEEMERBARE
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16 TRADE AND OTHER RECEIVABLES

(CONTINUED)

Ageing analysis
As of the end of the reporting period, the ageing
analysis of trade receivables (net of loss allowance),

Notes to the Financial Statements

MR

(Expressed in RMB unless otherwise indicated) (B BA BB + AAREFIR)

16 EZRHEtEWFE (FE)

SRR 7 4T

BEHSHR A MEMERYRAZE SR

Wk e (F0Rk B 1R B 1B) 2N E R B B R0 iRk o 7 40

included in trade and other receivables, based on the e
invoice date, is as follows:

At 31 December At 31 December
2022 2021
i3 RZZEZ—%F
+=A=+—-8B +=A=+—H
RMB’000 RMB’000
AR%T R ARBTT
Within 3 months =@EAR 5,408 15,307
Over 3 months but within 6 months BiE=1EAEILHNEA 14 2,462
Over 6 months @7~ E A 8 384
5,430 18,153

Details on the Group’s credit policy and credit risk
arising from trade and other receivables are set out in
Note 25(a).

AEBNEERRLE S MEMREFRELNE

ER\ < FIBEIHTEE25() ©

WHRHEEEARAR

T FFERE
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M5 R EE

(Expressed in RMB unless otherwise indicated) (Bt BABAIN + UARETIR)

17 CASH AND CASH EQUIVALENTS AND OTHER
CASH FLOW INFORMATION

(a)

(b)

Cash and cash equivalents comprise:

17 RERREFEREURAEMRERER

() RERALEEEBERE:

At 31 December At 31 December
2022 2021

St -3 RZT=Z—F
+=ZH=+—-H +=-HA=+—H
RMB’000 RMB’000
AR¥TR AREFT

Cash at bank and on hand SBITRFERS 32,974 50,426

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.

Reconciliation of liabilities arising from
financing activities

The table below details changes in the Group’s
liabilities from financing activities, including both
cash and non-cash changes. Liabilities arising
from financing activities are liabilities for which
cash flows were, or future cash flows will be,
classified in the Group’s consolidated cash
flow statement as cash flows from financing
activities.
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17 CASH AND CASH EQUIVALENTS AND OTHER
CASH FLOW INFORMATION (CONTINUED)

(b)

Reconciliation of liabilities arising from
financing activities (continued)

At 1 January 2022

Changes from financing cash flows:

Captal element of lease rentals paid

Interest element of lease rentels paid
Repayment of loans from an equty shareholder

of the Company
Interest paid

Total changes from financing cash flows

Other changes:

Net increas in lease labilties from new leases

entered during the year
Finance costs (Note 6(a)

Interest payable to an equity shareholder

of the Company
Exchange adjustments

At 31 December 2022

R=82z%-3-8

HERSRERD

Efff gl A%E0

EfffERE ZHEH)

EEREZNE 4R
BRZER

ERHE

BERSRENTEE

Rfogg

EfIRNELNRERE

ENFE
BERA (Hiton)

ENARR-RRREHE

[E

i S g

Notes to the Financial Statements

A B8 R EE

(Expressed in RMB unless otherwise indicated)

(BREEHRHAIN - UARKETITR)

17 RERREFEBREUREMRERER (B

(b) FETEBEEEENHIRGE
Advance froma
Liability  non-controlling Loans from
components equity an equity
of convertible shareholder Lease  shareholder of Interest
bonds  of a subsidiary liabilities the Company payable Total
RE-BHEAT REALR
TRRES WEBRES -#EERR
WeEHs REMBH HESE ZER EffFS &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT ARETFT ARETFT
(Note 19) (Note 18) (Note 20) (Note 21) (Note 18)
(H&19) liat (Hz20) (a21) (18)
63,264 100,000 3,580 49,056 1823 247,143
- - (VALY - - 2747
- - (3t5) - - (319)
- o - (3,502 o (3,50
(1,889) - - - (2,633) (4522)
(1,889) - (3,062 (3502 (2,633) (11,086)
- - 3,049 - - 3,049
24359 - 35 - 3,381 28,005
(1,900) = - - 1,900 -
6,681 - 21 454 75 11,578
29,140 - 4545 454 5,306 43,532
90,535 100,000 5,063 50,005 4,49 250,189
BHEBEEEERAT T _FFERS
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M5 R EE

(Expressed in RMB unless otherwise indicated) (B BHE#BI5N © AARETIR)

17 CASH AND CASH EQUIVALENTS AND OTHER 17 BERBLEEEEUREMBESRER (E)
CASH FLOW INFORMATION (CONTINUED)

(b) Reconciliation of liabilities arising from (b) BMETBEEEENHIERGE
financing activities (continued)
Advance froma
Liability  non-controlling Loans from
components equity an equity
of convertible shareholder Lease shareholder of Interest
bonds of a subsidiary liabilities the Company payable Total
 Ke-ERELE READR
TEkES WEBRES -ZERRR .
WakH? PELEE HE&R ZER EffFS &
RAIB0 AIBO) AIBO) AIBO0 AIB0) AIBO
ARETT ARETT ARETT ARETT ARETFT ARETT
(Note 19) (Note 18) (Note 20) (Note 21) (Note 18)
(HzH19) liat (Hz0) (1) (HizH18)
At 1 January 2021 RZ5-F-F-H 50,489 100,000 9838 33,666 668 194,661
Changes from financing cash flows: HERSTESD.
Proceds from new loans HEFMEIE - - - 16,79 - 16,79
Capita element of lease rentals paid ERRERE ARHD - - (8009 - - 8009)
Interest element ofease rentals pad BfifERE 55 - - (576) = = (676)
Inerest paid BfHE (3674 - - - (715) (¢.389)
Tote changes fom fnancing cash fovs RENEIENRDAR 3674 - (8.89) 16,79 (719) 382
Other changes: 00 LI
Netincrease inlease labiifies fom newleases ~ FRFAIRAEENTE
entered during the year ENEE - - 1981 - - 1981
Finence costs (Note (2 AR (etole) 18,113 - 576 - 2047 21,63
Waiver of interest expenses BEHERR - - - - (1077) (1077)
Exchange adjusiments Ei#E (1,644 - (180) (1,406) - (3290)
16,469 - 2321 (1,406) 1,870 19,60
At 31 December 2021 W-8=-F+2h=1-A 63,284 100,000 3,580 49,056 1,823 217,743
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17 CASH AND CASH EQUIVALENTS AND OTHER
CASH FLOW INFORMATION (CONTINUED)

(c) Total cash outflow for leases
Amounts included in the consolidated cash flow

Notes to the Financial Statements

M5 ERMIE
(Expressed in RMB unless otherwise indicated) (B RA& AN » AAREFIR)
17 HeRRLEEEBURHEMBESRER (&)

(c) HEERERHAE
FARERERTHENSREBENATRIE

(d)

statement for leases comprise the following:

2022 2021
—E-CF T —F
RMB’000 RMB’000
AR¥T T ARBT T
Within operating cash flows BREERERE
— lease rentals paid —BEfNHEERS 2,268 2,507
Within financing cash flows BRRERERE
— lease rentals paid —2NEERS 3,062 8,585
5,330 11,092
Net cash outflow arising from the disposal (d HE-—BHREBLATELENRESREFEHE

of a subsidiary

The recognised amounts of assets disposed
and liabilities at the date of disposal of the

subsidiary comprise the following:

Cash consideration for the disposal of a
subsidiary
Less: cash held by a subsidiary

Net cash outflow arising from
the disposal of a subsidiary

Other non-cash assets and liabilities
disposed through disposal of a
subsidiary
— Current assets
— Non-current assets
— Current liabilities

RHEENBARBEMCHALEEERAES

R TRE
2022 2021
—E-CF —E-—F
RMB’000 RMB’000
ARET T AREFIT
HE KB ARMNEENE
1 -
B —REMBARERE 470 80
HE—MHBAREARNIRSE
T FE (469) (80)
HBHE—BHBARHED
HEMIEReEERAE
—mBEE 730 18
—JEmBEE 278 =
—REBaE (1,685) (389)
EHEEEEARAT -~ T —FEERE



Notes to the Financial Statements

M5 R EE

(Expressed in RMB unless otherwise indicated) (Bt BABAIN + UARETIR)

18 TRADE AND OTHER PAYABLES 18 EZRHMEMRIE
At 31 December At 31 December
2022 2021
R-B=-ZF R-ZE_—%F
+=A=+—-8B +=-A=+—H
RMB’000 RMB’000
ARET T ARBFT
Trade payables B S RENFIA 9,440 18,255
Payables for staff related costs B THRRER AR FET I8 1,153 3,812
Payables for miscellaneous taxes JRE SRR 42 164
Payables for selling expenses incurred [ BEED K ERT
for digital point business HERY 80 66
Advance from a non-controlling equity shareholder & & — KB 2 AR 3EIERA HEZS
of a subsidiary (Note 16() R B =R (P 6() 100,000 100,000
Interest payable to an equity shareholder of the ERARR—2ERREFIE
Company 4,496 1,823
Others Hith 5,765 7,002
111,536 112,867
Financial liabilities measured at amortised cost RESEKATENEREE 120,976 131,122
Deposits received from business partners in BRBEFESEE L
connection with the digital point business EBBENRS 431 1,494
Contract liabilities aHaE 3,110 4,692
124,517 137,308

BEE D NEMENRIBERN —FREEHTER
BWASIRELEE -

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

140 | Changyou Alliance Group Limited  Annual Report 2022



18 TRADE AND OTHER PAYABLES 18

19

Notes to the Financial Statements

A B8 R EE

(Expressed in RMB unless otherwise indicated)

B2 R HMENSTRIE (&)
(CONTINUED)

As of the end of the reporting period, the ageing
analysis of trade payables included in trade and other
payables, based on the invoice date, is as follows:

At 31 December

(BREEHRHAIN - UARKETITR)

BEHRESHR FAESREMENRBAZESE
NHIBERERAMOREOITOT -

At 31 December

2022 2021
R-B=-ZF R-B_—F
+=-A=+-B +=ZA=+—H
RMB’000 RMB’000
ARET T ARETT
Within 3 months =@EAA 7,918 16,893
3to 6 months =& 8A 949 563
Over 6 months B~ 8 A 573 799
9,440 18,255
CONVERTIBLE BONDS 19 AERES
The Group’s convertible bonds are analysed as AREBARKE ST
follows:
Liability
components
=Nz
RMB’000
ARET T
At 1 January 2021 R-ZZE_—F—HF—H 50,489
Accrued finance charges for the year (Note 6(@)) AN E BT 75E B (W:E6() 18,113
Interest paid BFE (3,674)
Exchange adjustments M 54, 38 B (1,644)
At 31 December 2021 and 1 January 2022 RZE-_—F+_A=+—8K
—E__F—HA—H 63,284
Accrued finance charges for the year (Note 6(a)) ~ ANFEFEFTEATEE A (M :E6(a)) 24,359
Interest paid or payable B ERFLE (3,789)
Exchange adjustments bE H 6,681
At 31 December 2022 R-E-_—F+-A=+—H 90,535
BHEBEEEERAT T _FFERS
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M5 R EE

(Expressed in RMB unless otherwise indicated) (B ABAIN + UARETIR)

19 CONVERTIBLE BONDS (CONTINUED) 19 miaRES (&)

At 31 December At 31 December

2022 2021
R-B--F RZZTZ—F
+=A=+—R +=-A=1+—H
RMB’000 RMB’000
ARET T AREFT
Represented by: KE:
— current liabilities —nEaE 90,535 =
— non-current liabilities —ERBAE - 63,284

142
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Changyou Alliance Group Limited

In October 2020, the Company issued convertible
bonds with face value of HK$126,000,000 (equivalent
to approximately RMB108,945,000) (“CB1”) to
Century Investment. CB1 bears interest at 3.5% per
annum and will mature on 19 October 2023. The
Company has the right to redeem all or part of CB1
(i.e. the call option) at any time before the maturity
date. As the call option is closely related to the
host contract, the call option is not accounted for
as a separate derivative financial instrument. Upon
issuance of CB1, Century Investment can convert
CB1 into the Company’s ordinary shares at HK$0.42
per share (i.e. the conversion option) at any time,
in whole or in part, before 14 October 2023. The
conversion option amounted to RMB59,212,000
was regarded as an equity component of CB1 and
credited to the Company’s capital reserve account.

LEASE LIABILITIES

At 31 December 2022, the lease liabilities were
repayable as follows:

R-ZE-ZTF+ A - AR F)EETEEAS126,000,000
BT (FEER 4 AR %108,945,0007T) Ky A A% (E 5
([FTH#p% &% — 1) FCentury Investment o A[ (&
HF—ERFFNEKILE%TE  BR_E_=F+A+h

BEE - AR F)E R EIHE B ATHE B 2 20 ek 30

T%@fofﬁ—(ﬁﬂw,ﬁ,ﬁﬁ%) MR RBEETS
HWTLER - REELEARISEBITLES R

TH- F?éf/_—fiﬁﬂxff%‘?*?é Century Investment
ARZZEZ=F+A+EAH] ﬁiﬁﬁﬂfiiﬂxo 427 TT#
iuﬁi*ﬁ D ARRES —ERARAT LB (A1
HEARE) o L%@ﬁﬂ%)xﬁﬁ%sa,m2,00075%&%EZ%EJ
BRES —HERHD - Wi AXRRINERFEE

20 FHEERE

RZBZZF+A=+—0 ENHEEAERN
T

2022 2021
—E-—F —EF-—%F
RMB’000 RMB’000
AR®T T ARBTT
Within 1 year —FR 2,403 2,792
After 1 year but within 2 years —FBBERMFEA 1,574 788
After 2 years but within 5 years WEEBEBRFEAN 1,086 =
2,660 788
5,063 3,580

Annual Report 2022




21

22

LOANS FROM AN EQUITY SHAREHOLDER
OF THE COMPANY

In 2020, PCL, a subsidiary of the Company,
and Century Investment entered into loan facility
agreements (“Facility Agreements”), pursuant to
which Century Investment granted loan facilities of
HK$111,000,000 to PCL. The loan facilities will expire
after 3 years or such later date as may be agreed
between PCL and Century Investment in writing,
representing the date upon which the Company is to
repay all loans drawn under the Facility Agreements
in full. The Facility Agreements are unsecured with
an interest rate of 6.5% per annum applicable to
all loans drawn under the Facility Agreements.
At 31 December 2022, the outstanding principal
of loans drawn under the Facility Agreements
is HK$56,080,000 (equivalent to approximately
RMB50,095,000) (2021: HK$60,000,000 (equivalent
to approximately RMB49,056,000)).

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.

(Expressed in RMB unless otherwise indicated)

21

22

Notes to the Financial Statements

A B8 R EE

(BREEHRHAIN - UARKETITR)

REFDF—BERRRZERN

R-ZE-FTF » AQF—RHE R 75 /EECentury
Investmentz] 3 B @V E ek ([RVE Hesl) - Rtk -
Century InvestmentAl %8 H E 51 & & 111,000,000
BIL - BERBMEBR=ZF%m FHCentury
Investmentr] R E E 7 & A8 & & H 8 (BANA F)
HHEERERERACIREZHBERZBE)E
oo BB W AEIEE  FRERA6.5%  BANIE
BEREHECRRMZBER RN —F+=
A=+—H BREBREMZCRERDNERZKEER
% 456,080,000 7T (FBZE R4 AR ¥50,095,000
7T) (ZZE = —4% : 60,000,000/ 7T (FEERH AR
49,056,0007T)) °

ERGEURDA/AERNRS

ARBRBER-_ZT-—ZTFNA-_+N\BERANE
iR - Bt AARERERERENBES
AEEEME2BARBES  HITAR  SABE
FEF(BERBIUFNTES) RARAEZEHER
iR E B S E E B B A5 AT - B8
Mo RE - HER BP  DEBEZFEMAL
RAIB TR ABREARB AR R BB -

BHBEBEEEERAT _—_T__FFERE
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M5 R EE

(Expressed in RMB unless otherwise indicated) (Bt BABAIN + UARETIR)

22 EQUITY-SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

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

Share options granted to a director:
BT — 2B SMHEARE :
-0On 7 August 2018
-RZZ-\FN\RtH

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

Outstanding at the beginning and the  IAEM R EFRKTIE
end of the year

Exercisable at the end of the year RERAF7{E

The share options outstanding at 31 December

2022 had an exercise price of HK$1.21 (2021:

HK$1.21) and remaining contractual life of 0.3
years (2021: 1.3 years).

Changyou Alliance Group Limited  Annual Report 2022

22 RESZFEIURO/ERNKS (B

(@) FRAZMBERENFRRRAFEOT

Number of Vesting Contractual life of
instruments condition share options
BRI

TAHA FRIRT BHH
72,000,000 No vesting condition 4.74 years
ERBIRMT 4745

(b) MBREHERMEFHITEEDT :

2022 2021
—E-CF —E-—F
Weighted Weighted
average Number of average Number of
exercise price share options  exercise price  share options
ik S il B
TEE FBRES R 1T6E(E BikEsR
HK$ HKS
BT o
1.21 72,000,000 1.21 72,000,000
1.21 72,000,000 1.21 72,000,000

R-BZ—ZF+-A=+—BRTEEREN
TEEBAEIIBT(ZE-—F 1218 1T) &
BTHENEIF(ZZE_—F : 1.35F) °



23

24

DEFERRED TAX ASSETS AND LIABILITIES

Deferred tax assets not recognised

In accordance with the accounting policy set out in
Note 2(t), the Group has not recognised deferred tax
assets in respect of unused tax losses and temporary
differences of RMB558,087,000 at 31 December
2022 (2021: RMB621,421,000), as it is not probable
that future taxable profits against which the losses
and temporary differences can be utilised will be
available in the relevant tax jurisdiction and entity. The
unused tax losses at 31 December 2022 will expire
on or before 31 December 2032.

(Expressed in RMB unless otherwise indicated)
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23 EEHBEEEREE
ARBNIELEHHEE

RIRMTE2(0) P& 5T BUR
EmA

C AR EA BB RA
BRI R] BB AR IR R M) LA K 85 7]

HEACREBELREREEZE  HAEER S
::¢+*H*+ A& AR AR IEEE N
B =% A R#558,087,000 T (ZE=-—F : AR

%621,421,00071)1‘:&3%‘5_L$RIE§F pr
F4+=
F4+=

= — —
=__

A=+—H RPAREBBER —_T=—
A=t+—RazAiEHm °

CAPITAL, RESERVES AND DIVIDENDS 24 BER - RFERRE
(a) Movements in components of equity (a) HEZFHWEEH
The reconciliation between the opening and AEESAERSTIONEVIRFEREH2H
closing balances of each component of the RENGEERZE TR - ARTERBD R
Group’s consolidated equity is set out in the REVEER 2 FEFFEHHIAOT -
consolidated statement of changes in equity.
Details of the changes in the Company’s
individual components of equity between the
beginning and the end of the year are set out
below:
Share Share Capital Exchange Other  Accumulated
capital premium reserve reserve reserve losses Total
e RinaE B I 5 Gl Hftféts ZiER h
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RVB'000 RVB'000
AEEFT ANEEFT ANEEFT ANEBFT ANEBFT ANRBFT ANEBTT
(Note 24(c) ~ (Note 24(c)l) ~ (Note 24(d)(i))  (Note 24(d)ii))  (Note 24(d)(iv))
(Wskoae)  (Wskou)) (R4 (Wsod)  (WeEd(@i)
Balance at1January W=Z=-£-F-H
2021 552 117812 1,263,789 78,635 (4,149) - (1255350 200,738
Changes in equity for R-E--EHERS
2021: y:
Loss for the year ERER - - - - - (122,329) (122,329)
Other comprehensive ~ EREM2TNE
income for the year - - - (954) - - (954)
Totel comprehensive ~ ERZTANELE
income for the year - - - (954) - (122,329 (123,283
Fffectonequiy arisng ~ (HELREHT—E
fomthe disposalof B D AIEHERH
asubsidiary under -
common control - - - - 9 - 29
Balance at 31 RZ8=-%1+2R
December 2021 =t+-AEE 117812 1,263,789 7863 (5,102) 291 (1,377,679 77746
BHEBREEERAT T _FFEHRE
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(Expressed in RMB unless otherwise indicated) (Bt BABAIN + UARETIR)

24 CAPITAL, RESERVES AND DIVIDENDS 24 BX - RERKRE (&)
(CONTINUED)
(a) Movements in components of equity (a) HEZTHWEE (B
(continued)
Share Share Capital Exchange Other  Accumulated
capital premium reserve reserve reserve losses Total
e P ERGfE EX Rl R ESy st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTL  ARMTR  ARETR  ARMTn  ARETR ARz ARETx
(Note 24(c))  (Note 24(d)(i))  (Note 24(d)(ii) (Note 24(d)fiii)) (Note 24(d)(iv))
(WeFoa(c)  (WER24(e)i)  (Wkod(a)i)  (Rvekod(a)Gi)  (PEE24(c)(iv)
Balance at 1 January R=E-=%-F-H
2022 e 117,812 1,263,789 78,635 (5,102) 291 (1,377,679) 71,746
Changes in equity for R=E--FHERE
2022: R
Loss for the year ERER - - - - - (110,745) (110,745)
Other comprehensive ~ EREM 2T
income for the year - - - (4,836) - - (4,836)
Totalcomprehensive ~ ENZENEEE
income for the year - - - (4,836) - (110,745) (115,581)
Effecton equiy arisng LRSI T~
fomtheacquisiion ~ AFHERHTE
of a company under
common control - - - - (12) - (12)
Balance at 31 RZBZZE+ZR
December 2022 =t+-BHES 117812 1,263,789 78,635 (9,938) 79 (1,488,424) (37,847)
(b) Dividends b) BE
() Dividends payable to equity () [EAEXRAERRRELEEENRE
shareholders of the Company
attributable to the year
The directors of the Company do not ARAESITIEFRNEE-_ZT ==
recommend the payment of a final TZA=+T—HRIEFEZRERE(CE
dividend for the year ended 31 December ——F: ARBZIT) °
2022 (2021: RMBNIl).
(i) Dividends payable to equity (i) REFEHEZEMNELGEZRRE

shareholders of the Company 1 E—B B FEHIKRE
attributable to the previous financial

year, approved during the year

Changyou Alliance Group Limited

The directors of the Company did not
recommend the payment of a final
dividend for the year ended 31 December
2021 (2020: RMBNIil).

Annual Report 2022
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24 CAPITAL, RESERVES AND DIVIDENDS

(CONTINUED)

(c) Share capital

(i)  Issued share capital

Authorised: ey
Ordinary shares of USD0.01 each  BRXEI{E0.013 T

EER

Ordinary shares of USD0.01 E&{TREHERFAN

each, issued and fully FREEOIETZ
paid: EER
At 1 January and 31 December R —A—HE+—=A
=t—H
(i) Warrants

In September 2018, the Company
issued 298,000,000 unlisted warrants
(the “Warrants”) at a price of HK$0.01
per warrant to Century Investment. Each
warrant entitles the holder to acquire
one ordinary share in the Company at
an exercise price of HK$1.38 per share
from a period commencing on the date
that is six months after the issue date and
ending on the fifth anniversary date of the
issue date.

During the year ended 31 December
2022, no warrant was exercised (2021:
Nil).

Notes to the Financial Statements
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24 EX - #ERERE @

(c) M=
() EZBTRAE
2022 2021
—E-CF —E-—F
No. of shares No. of shares
BRHEE BEGEE
’000 USD’000 '000 UsD'000
TR STEn T TEr
5,000,000 50,000 5,000,000 50,000
2022 2021
—E-C-F —E-—F
No. of shares No. of shares
RHEE BRGEE
’000 RMB’000 '000 RMB’000
TR AR%ETR T ARETFTT
1,810,953 117,812 1,810,953 117,812
(i) FRIREE

RZBE—NFENA  ARERFHRE
EFE0.018 TTHIE % 3£17298,000,00017
IE R RS ([3RX#ERE ) FCentury
Investment o B0 RIEZE 158 A
FMAZITHBEA NEAERITHEE
FERAF B BRI ITEESR1.387E T
UG B8 — AR AN A B E AR o

BHE_Z_—_F#+-_A=+—8H1IF
€ WERREZETE(CEZ - —F
) o

BHBBEEERAR T _FHERE
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(BREEHRHAIN - UARKETITR)

24 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(d) Nature and purpose of reserves

U

(ii)

(iii)

Changyou Alliance Group Limited

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

Capital reserve
The capital reserve comprises the
following:

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

- the unexercised portion of the
warrants issued; and

- the amount allocated to the
unexercised equity component of
convertible bonds issued by the
Company recognised in accordance
with the accounting policy adopted
for convertible bonds in Note 2(r)(i).

Exchange reserve

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

Annual Report 2022

24 EX - #ERERE @@

(d)

BEZHEREN

()

(i)

(i)

BRGEE
FARMDEERIFESHEAFIF22E
NELE(—NAN—FFE=ZFE0 - K546
RAEET) EE3AIREETE o

BEX@E
EXRFBEBATSE

—  BRBWRE2(s)(i) Pt st AR D BE
B2 (R M G 5T BORRER AR
TARRRIEFHARTTEBBRIENE
H BB R FERD

—  DBETRABREENRITESD R

- REMEE20() B AT R EHRRZ

& B MERAD A BT AR
PR 35 7T 48 26 28 T 5 B A
S -

EZf#fE
ELFERRRENEERBARE (K
SEN25EE) U2 BN ERFEL
MBEBERARERELNMBINEE
B o FERBEME2(wW) I T BER R
b2



24 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(d)

(e)

Nature and purpose of reserves
(continued)

(iv) Other reserve
Other reserve comprises the following:

— the difference between the
consideration paid and the carrying
values of the non-controlling
interests acquired by the Group;

- the difference between the amount
of capital injections made by
non-controlling equity holders of
a subsidiary of the Group and
the non-controlling interests’
proportionate share of the
subsidiaries’ net identifiable assets;

- contributions made by Century
Investment in the form of waiver of
interest expenses; and

— the difference between the
consideration paid or received and
the carrying values the net liabilities
of subsidiaries under common
control acquired and disposed of.

Capital management

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

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

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

(Expressed in RMB unless otherwise indicated)
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24 EX - #ERERE @

(d)

(e)

EEZER B )

(iv) Eftf#E
HiEBRIEAT&E !

— ARBECNREEANKEWRENIE
ERERREECMNER &

—  AKE-HNE QR IFERERR
B AREE & R B 2 B AT R
FEE IR R TG P2
E8

—  Century InvestmentIAZA % F B 5 52
FERELOHK &

—  WBERHEARES TN
AFMENEERRERE EFR
FREEZ FRMZERR °

EREE

AEEGEEAERE FNEEENRREREE
RESFHERZ S - W BR R R K AR E
mMRBEBIARESSER A B EEE S
P R A (2] 5 e 2 EL A | 2 AR B 2 AR SRR 2

7 BTEAE R R SR R SRR A A
ARBIRE SRR E R FOKT EF 2
B ARAERERNERROBEH AT M Y
RIS T8 - HLOM MR A R TR
HE A -

AR A) R B AT Y B AR AR 1 R S SR A AN B

BHBEBEEEERAT _—_T__FFERE
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25 FINANCIAL RISK MANAGEMENT AND FAIR

VALUES OF FINANCIAL INSTRUMENTS

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

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

(@) Creditrisk

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

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

Trade and other receivables

The Group has established a credit risk
management policy under which individual
credit evaluations are performed on all debtors
requiring credit over a certain amount. These
evaluations focus on the debtor’s past history
of making payments when due and current
ability to pay, and take into account information
specific to the debtor as well as pertaining to
the economic environment in which the debtor
operates. Trade receivables are generally due
immediately from the date of billing. Normally,
the Group does not obtain collateral from
debtors.

The Group has no significant concentration of
credit risk in industries in which the debtors
operate. Significant concentrations of credit
risk primarily arise when the Group has
significant exposure to individual debtors. At
the end of the reporting period, 72.1% (2021:
46.9%) and 100% (2021: 99.8%) of the total
trade receivables was due from the Group’s
largest debtor and the five largest debtors,
respectively.

Annual Report 2022
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25 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(a)

Credit risk (continued)

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

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

Less than 3 months past due

Over 3 months but within 6 months
past due

Over 6 months but within 1 year
past due

Over 1 year past due BERE—F

BMOR=1E A
BB E=EABINEA

(Expressed in RMB unless otherwise indicated)
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25 HREREERESEIANDFEGE

(a)

BHEA N EABIN—F

FERR (@)
AEBIZRENERBEGRET R 2 BEFE
WREREEBER BT EE HRUGRIAZE
BEE AR AREZEEEEBRERILE
ATREBADBBREAEGBRRAEZE - R
R E 2 BRBEYERNAKE TR
BEAZREE—TED -

TRERABASENE SR FIRMEERZ

EERRLBEREEBEZEM

At 31 December 2022
R-E-—#+-A=+—H

Gross

Expected carrying Loss

loss rate amount allowance

EHEEE REAE EERE

% RMB’000 RMB’000

% AR®BT R ARBT R

1% 5,441 (33)

7% 15 (1)

27% 11 (3)

100% 104 (104)

5,571 (141)
BHBHEEEGRAT T _FFEERE
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25 FINANCIAL RISK MANAGEMENT AND FAIR 25 BERREERESMIANATEGE
VALUES OF FINANCIAL INSTRUMENTS

(CONTINUED)
(@) Credit risk (continued) (@) FEERRE
At 31 December 2021
RZZE-_—5+-A=+—H
Gross
Expected carrying Loss
loss rate amount allowance
TEHES IR RHEAE EEAE
% RMB’000 RVB’000
% ARET T ARETT
Less than 3 months past due AELR=1EA 2% 15,664 (357)
Over 3 months but within 6 months AEBR=EAELRER
past due 22% 3,150 (688)
Over 6 months but within 1 year BEEANEAEIR—F
past due 53% 814 (430)
Over 1 year past due BHEE—F 100% 167 (167)
19,795 (1,642)
The expected loss rates are based on actual TEHEEXRREERBELRELNARE IR
loss experience adjusted to reflect differences MEESRT SR RARNZ BRI « BRI
between economic conditions during the period g R 7N 52 (B 4 FE WK 2 TR ERSF HR A 2 48 B AR
over which the historic data has been collected, ZEAZEZER -
current conditions and the Group’s view of
economic conditions over the expected lives of
the receivables.
Movements in the loss allowance account in FRNBEBE S REMEYGIENEERHRE
respect of trade and other receivables during £ N
the year are as follows:
2022 2021
—EC-CF —E-—F
RMB’000 RMB’000

AR¥TR ARETTT

Balance at 1 January m—H— B8 32,282 33,067
Exchange adjustments & H R 502 (663)
Impairment (gain)/loss recognised during ~ FAE ERRIE

the year (W) /518 (7,274) 909
Amounts written off during the year FRME SR (16,122 (1,031)
Balance at 31 December R+ A=+—HW4& 9,388 32,282
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25 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(b)

Liquidity risk

The treasury function is centrally managed
by the Group, which includes the short term
investment of cash surpluses and the raising
of funds to cover expected cash demands.
The Group’s policy is to regularly monitor its
liquidity requirements and its compliance with
lending covenants, to ensure that it maintains
sufficient reserves of cash and adequate
committed lines of funding from major financial
institutions to meet its liquidity requirements in
the short and longer term. Note 2(b) explains
the management’s plans for managing liquidity
needs of the Group to enable the Group to
continue to meet its obligations as they fall due.

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

Trade and other payables measured ~ IRERK A BHE 5
at amortised cost REARERFUR

Convertible bonds akES

Lease liabilities HEAR

Loans from an equity shareholder REARDA— LR
of the Company R ER

(Expressed in RMB unless otherwise indicated)
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25 HREREERESEIANDFEGE

(b)

RBES
BRMERAEETRER - SRS AHKRN
RHRE  UREKESUREBERREH
Ko AEENHREEETREERBESHTR
KRERZHOEITER - NEREREHRES
#f BXEZomMBAmRERTunmEs
B H{MENERAREHRSHESHFE - i
2REEEEEEASERDESH MG
3 AEAEERANETINREERTE
£ o

TRIRAEBRHERRZEORUBERE
mE (BREERE AN XN (ETE) NREH
REQBABSFI R+ BRI SN0 S ENITES
BEENRISREOHR  UERAKEARES
R RF A -

2022
—ECCE
Contractual undiscounted cash outflow
ANABRRERH
Within More than More than
1year 1yearbut 2yearbut
oron lessthan lessthan Carrying
demand 2 years 5 years Total amount
—-fR BB-F BEWE
RRER EORAWE BLREF @t REE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR%TR AR¥TR ARETn AR%®TrR AR%Tx
120,976 - - 120,976 120,976
116,491 - - 116,491 90,535
2,522 1,823 1,367 5,712 5,063
52,238 - - 52,238 50,095
292,227 1,823 1,367 295,417 266,669
BHEBEEEERAT T _FFERS
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25 FINANCIAL RISK MANAGEMENT AND FAIR 25 BERREERESMIANATEGE
VALUES OF FINANCIAL INSTRUMENTS

(CONTINUED)
(b) Liquidity risk (continued) (b) REESR (&)
2021
—E-—F
Contractual undiscounted cash outflow
ANRURR ST
More than
Within 1 year 1 year but less Carrying
or on demand than 2 years Total amount
—FR BE—F
FIREK BORME @5t FEE
RMB’000 RMB’000 RMB’000 RMB’000

ARETT ARETT ARETT ARETT

Trade and other payables measured ~ IREHR At ENE 5

at amortised cost REARET TR 131,122 - 131,122 131,122
Convertible bonds RRES 3,606 106,623 110,229 63,284
Lease liabilities HEAR 3,007 892 3,899 3,580
Loans from an equity shareholder REARA—EEm

of the Company REZEH 3,189 51,137 54,326 49,056

140,924 158,652 299,576 247,042
(c) Interest rate risk (c) FI=Ek
The Group’s interest rate risk arises primarily AREEMNHMERERETEREE D ERITTEESFINA
from interest bearing bonds issued and loans EKREBRAT —ZRESZIKEZCET  FHF =R
from an equity shareholder of the Company. REFEREERIREREEAZREREN
Borrowings issued at variable rates and at b A HEF =G o

fixed rates expose the Group to cash flow
interest rate risk and fair value interest rate risk
respectively.
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25 FINANCIAL RISK MANAGEMENT AND FAIR 25
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(c) Interest rate risk (continued)
Interest rate profile
The following table details the interest rate
profile of the Group’s borrowings at the end of
the reporting period.
Fixed rate borrowings: B EF =GR
Convertible bonds —Hﬁﬂx%%
— liability components afEHn
Loans from an equity shareholder of the B E ZX al—%
Company $E/\HX§Z =7
Lease liabilities HEG

(d)

Currency risk

The Group is exposed to currency risk
primarily through borrowings which give rise
to borrowings and cash balances that are
denominated in a foreign currency, i.e. a
currency other than the functional currency
of the operations to which the transactions
relate. The currencies giving rise to this risk
are primarily USD, HK$ and RMB. The Group
ensures that the net exposure is kept to an
acceptable level, by buying or selling foreign
currencies at spot rates where necessary to
address short-term imbalances.

(Expressed in RMB unless otherwise indicated)
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BHEAREEREMTIANDTEGE

(c)

(d)

2= B ()
TRFFAANE B RS HRAOEKA RN -

At 31 December At 31 December

2022 2021
R-ZZBZ=F RZE-—F
+=A=+—-8B +=A=1+—H
RMB’000 RMB’000
ARET R ARETT
90,535 63,284
50,095 49,056
5,063 3,580
145,693 115,920

B b
AEEEY EZREEZAINE (BN 5 H B2
B BB I EE) EENER AR 4
HELEERK ESERZEBRNEEEXTE AE

T BERARK - REERBRN Y ERIZE
HAPE R B BN LAROR T B K1 - 1e i K% R
PR AE FETE A AR AR o

T FFERE

WHRHEEEARAR
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(BREEHAIN - UARKETITR)

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

(d)

Changyou Alliance Group Limited

Currency risk (continued)

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

Cash and cash equivalents RekReSMEER
Loans from an equity shareholder REAAA—%E

of the Company EmRRE 2 ER
Other payables HAb eI FUE

Gross exposure arising from recognised = HEREE R B BE

assets and liabilities /2 ez 25
Cash and cash equivalents RelReHEER
Loans from an equity shareholder REARAF—

of the Company BERRRET
Other payables HAb MR

25

BHEAREERERMIANDTEGE

(d) E#REE (S
TRALAEENREAREANEHERD)
BRI BEETIEN B FER é?%’éﬁﬁﬁ?
EHEBRER - RETTHHR - ARRREEKX
PR & B R BN B [ R 5 L/U\Eﬁé}(ﬁlh'\ © 4
BEEBAARE AN G ¥ T E O 3R
e %3$%@£§|Jifﬁ§%ﬁm%%ﬁ°

At 31 December 2022
R-B-—#+-A=+—H

Gross exposure arising from recognised EHEREE R BBEELNRR

assets and liabilities B
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usb HK$ RMB

E BT AR¥

RMB’000 RMB’000 RMB’000

ARBTR AR®BTR AR®BT T

597 1,270 6,842

- (50,095) -

(366,315) (335,696) -

(365,718) (384,521) 6,842

At 31 December 2021

RZZE_—F+-HA=1+—H

uUsbh HK$ RMB

T BT AR

RMB’000 RMB’000 RMB’000

ARET T ARET T ARET T

6,006 2,115 48

- (49,056) -

(368,343) (264,181) -

(362,337) (311,122) 48




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

(d)

Currency risk (continued)

Sensitivity analysis

The following table indicates the instantaneous
change in the Group’s loss after tax and
accumulated losses that would arise if foreign
exchange rates to which the Group has
significant exposure at the end of the reporting
period had changed at that date, assuming all
other risk variables remained constant. In this
respect, it is assumed that the pegged rate
between HK$ and US$ would be materially
unaffected by any changes in movement in
value of the US$ against other currencies.

usb e
HK$ BT
RMB AR

Notes to the Financial Statements

A B8 R EE

(Expressed in RMB unless otherwise indicated) (B BAEBAIN + UARETIR)

25 HREREERESEIANDFEGE

(d) E¥mEkEE
BRBE TN
TRINRRERFTA B @ b & B i A - K
5= B 7 i o B R R 2R o 1 T R0 BB KR B
HAKERTEEE R R5TEEE S8 AR E
B o Bt S - BERBBITEEITAIENHME K
TeXBETHEMEENEBERDIEAE
BNEATE o
2022 2021
—E-CF —E-F
Increase/ Increase/
Increase/ (decrease) Increase/ (decrease)
(decrease) in loss after (decrease) in loss after
in foreign tax and in foreign tax and
exchange accumulated exchange accumulated
rates losses rates losses
BHEER BRieEE
HNEER REER HNERE = REiEE
LH/(FRE)  #00/CHP) £/ (TR #8006
RMB’000 RMB'000
ARBTR ARETFT
10% 36,572 5% 18,117
(10%) (36,572) (5%) (18,117)
10% 38,452 5% 15,556
(10%) (38,452) (5%) (15,556)
10% (684) 5% @
(10%) 684 (5%) 2

BHBBEEERAR T _FHERE
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(Expressed in RMB unless otherwise indicated)

(BREEHRHAIN - UARKETITR)

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

(d)

Changyou Alliance Group Limited

Currency risk (continued)

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

The sensitivity analysis assumes that the
change in foreign exchange rates had
been applied to re-measure those financial
instruments held by the Group which expose
the Group to foreign currency risk at the end of
the reporting period, including inter-company
payables and receivables within the Group
which are denominated in a currency other
than the functional currencies of the lender or
the borrower. The analysis is performed on the
same basis for 2021.

Annual Report 2022
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BHEAREERERMIANDTEGE

(d)

B E R ()
EROMER BB AEESBERIRERYEE
B ENBRREERLRFBES MR
Bow - YRR REHRNERRER
ARE -

FREIMBRRECAEREBHEHMTEAS
[ P < 75 5= B A 5 B SR T 69 S0 L e ) 5%
FLWMITE  BRAKEQRENETHES
DIREE B LASN 2 B 4 B FE A TR B B ISR -
BT =T — —FERAERER -



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

(e) Fair value measurement

(i)

Financial assets and liabilities
measured at fair value

Fair value hierarchy

The following table presents the fair value
of the Group’s financial instruments
measured at the end of the reporting
period on a recurring basis, categorised
into the three-level fair value hierarchy
as defined in HKFRS 183, 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.

(Expressed in RMB unless otherwise indicated)

25
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BHEAREEREMTIANDTEGE

(e)

AF{E &

(i)

URFPETEBHEHEERER

TRENAREERRERRALEMEE
EFENTRTARTE  BEEME
HEERNEIR A FEGEMRERF
BEEOR=-(EZTH R FESELAE
B 3 REAR IR (B BT (62 A Y 8 A 2R )
CERNREZHETERE © ST

— B MRMME  EHRE—RBAK
I EEE AR A E B B
EERTENAEHERET B
FE -

- BRME: MBS _fEARE
(BDBR 56 — R IREIN Y AT B R 8 A
BB AETNMERERTAIBREGA
BB ERTE - THEBRBAK
i%;?a EAETIZRIBRG 8 AR

~  E=RHE: IRERTUHRS
ABEEHEATE -

BHBEBEEEERAT _—_T__FFERE

159



160

Notes to the Financial Statements

M5 R EE

(Expressed in RMB unless otherwise indicated)

(BREEHRHAIN - UARKETITR)

25 FINANCIAL RISK MANAGEMENT AND FAIR 25 HBEBREERESHMIANAREGE
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)
(e) Fair value measurement (continued) (e) AFEFEGE
(i) Financial assets and liabilities () URAFEFTENZHEEREEE)
measured at fair value (continued)
Fair value hierarchy (continued) A FEER(E)
Fair value Fair value
measurements measurements
at 31 December  at 31 December
2022 2021
categorised categorised
into Level 1 into Level 1
R-B==f R-ZZT——
t=A=t-8A +=A=t—A
FBRE-B  HHRE 4
WAFHE HMAFE
it it
RMB’000 RMB’000
AR¥T R ARBFT
Recurring fair value measurement REMDATETE
Financial assets: TREE:
— Trading securities (Note 14) — R 5% (f5E14) 655 910

Changyou Alliance Group Limited

During the years ended 31 December
2022 and 2021, there were no transfers
between Level 1 and Level 2, or transfers
into or out of Level 3. The Group’s policy
is to recognise transfers between levels
of fair value hierarchy as at the end of the
reporting period in which they occur.

(i)  Fair values of financial assets and
liabilities carried at other than fair
value
The carrying amounts of the Group’s
financial instruments carried at cost or
amortised cost are not materially different
from their fair values at 31 December
2022 and 2021.
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REBE_ZE-_—Fr-_FT-_—F+_-A
“t+—HIFE F—HEFE_H2ME
SRR W ERLE = FEANEL -
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27

DISPOSAL OF A SUBSIDIARY

Pursuant to the equity transfer agreement entered
into between the Company’s subsidiary, Century
Network Holding Limited and GTE Fin Group Limited
(“GTE”), the Group disposed of its 100% equity
interests in FHL to GTE in November 2022 for a
cash consideration of HK$1,000. The carrying value
of the net liabilities of FHL disposed of amounted to
RMB207,000. The resulting surplus represented by
the consideration received over the carrying value of
the net liabilities disposed of, was accounted as gain
on disposal of a subsidiary.

MATERIAL RELATED PARTY TRANSACTIONS

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

(@) Transactions with equity shareholders of
the Company and its subsidiary

Interest expenses

Interest bearing loans repaid
Interest bearing loans received
Receiving service

Details of issuance of convertible bonds to an
equity shareholder of the Company are set out
in Note 19. The Company acquired of 100%
equity interests in Pointy Holdings Limited from
Century Investment in November 2022 for a
cash consideration of USD1. In December
2022, the Company contributed USD1 to the
increased share capital of Century Blockchain
Limited (“CBL”), a subsidiary of Century
Investment and ended up holding 10% equity
interests in CBL.

(Expressed in RMB unless otherwise indicated)

26

27
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(BREEHRHAIN - UARKETITR)

HE—HHEAR

1B 4% A A A] B B8 A AlCentury Network Holding
Limited EEGTE Fin Group Limited ([GTE) 5] 37 K&
EEipE  AEER T —F+— AHEERFHL
#)100% %4 FGTE + RENEA1,000787T ° FTHE
FHLE EFEMEEEABARK207,0007T - E4HK
BB EBRMLEBEFEREDENEE)
EREE B ARG ARK o

EXEBAIRS

R A B % IR M B T ER Y A ER SN

: HAKH
RINMBEABBIRZWT -

bRz
RER

() BRBELAFRHKBARESZERFETHRS

2022
—E__F
RMB’000
AR¥T T

2021
B —F
RMB’000
AREFIT

3,331 2,947
3,502 =
16,796

1,730 =

MARAERRRETAIBRRESNFBH
RHFE19 s RARRZTE-__F+—AM
Century Investment 8 Pointy Holdings Limited
100% Ik - RZTE-__F+_-H AR
Al[ECentury Investment B & 2 5] Century
Blockchain Limited ([CBLJ) 2 &R A E &
12E7T  WHRAFE A CBL10%#) A HE -

BHBBEEERAR T _FHERE
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(BREEHRHAIN - UARKETITR)

27 MATERIAL RELATED PARTY TRANSACTIONS
(CONTINUED)

(b)

()

Changyou Alliance Group Limited

Key management personnel remuneration
Remuneration for key management personnel,
including amounts paid to the directors of the
Company as disclosed in Note 8 and certain
of the highest paid employees of the Group as
disclosed in Note 9, is as follows:

Short-term employee benefits
Contributions to defined contribution
retirement plans

Applicability of the Listing Rules relating to
connected transactions

The related party transaction in respect of
issuance of convertible bonds to an equity
shareholder of the Company constitutes
connected transactions as defined in Chapter
14A of the Listing Rules. The disclosures
required by Chapter 14A of the Listing Rules
are provided in section Connected Transactions
of the Directors’ Report.

The related party transactions in respect of
loans received from an equity shareholder
of the Company, acquisition of a company
from an equity shareholder of the Company,
capital injection to a subsidiary of an equity
shareholder of the Company, and receiving
service from a subsidiary of equity shareholder
of the Company are exempted from the
disclosure requirements in Chapter 14A of the
Listing Rules.
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27 EXBBMAIRZ (HE)

(b)

BREE A SHM
FRREIEABF M (SREMESPIME N TA
NAIEEFNSENMFIMKBEAEEE T&
=HMER) T

2022 2021

—EC-CF —E-—F

RMB’000 RMB’000

ARET T ARET T

S HiE BT 6,956 7,894
) S TE EFGR IR

ST &I 82 78

7,038 7,972

(c) LHARAGHEEERINERAM

BRARARE — RSB RETAHRRESH

BARE T R BB _ETRAIF14AZ AT E R R

BERG FMBRAIFUATRENREHNE
SREMERS M -

BRBWARR — RSB RER - BARA]
—ZREARRKB-RAF  MARE—BE
= AR ER VBT B A AT B A IR A Rl 2 AR
R—EIM B R R IR < BER T R H I EH R
BT ETRRIEAAZERTE
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(Expressed in RMB unless otherwise indicated) (B BA BB + AAREFIR)

COMPANY-LEVEL STATEMENT OF 28 AEEAEMBEMRRIE

FINANCIAL POSITION
At 31 December At 31 December
Note 2022 2021
R-B-—F RZZT=Z—F
BizE +=A=+—RB +=HA=1+—H~H
RMB’000 RMB’000
ARET R ARETT
Non-current assets FREEE
Property and equipment IEIEL 4,394 2,310
Interests in subsidiaries RIFB A BRI 13 41,198 124,017
45,592 126,327
Current assets REEE
Trading securities RDBH 14 655 910
Other receivables Hibpedizaa 738 1,796
Cash and cash equivalents ReMIReEEEEB 15,535 17,162
16,928 19,868
Current liabilities nBaE
Other payables HAbfERF0E 5,440 2,951
Lease liabilities HEaE 1,732 1,913
Convertible bonds AR ES 19 90,535 =
97,707 4,864
Net current (liabilities)/assets B (BE), BEFE (80,779) 15,004
Total assets less current liabilities #AEERRBDAE (35,187) 141,331
Non-current liabilities ERBEE
Convertible bonds AJRRES 19 - 63,284
Lease liabilities HEEE 2,660 301
2,660 63,585
NET (LIABILITIES)/ASSETS (BB BEFE (37,847) 77,746

BHEBREEERAT —T__FFEHRE | 163
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(Expressed in RMB unless otherwise indicated) (Bt BABAIN + UARETIR)

28 COMPANY-LEVEL STATEMENT OF 28 AEEEMBEMRE (E)
FINANCIAL POSITION (CONTINUED)

At 31 December At 31 December

Note 2022 2021
R=Z=——&F RZT——%

BT +=B=+-B +=ZA=+—H
RMB’000 RMB’000

AR¥TR ARBF T

CAPITAL AND RESERVES EXRf#E 24
Share capital L& 117,812 117,812
Reserves f# (155,659) (40,066)
(TOTAL EQUITY (R — ke
- DEFICIT)/TOTAL EQUITY A (37,847) 77,746
Approved and authorised for issue by the board of HESFERN T _—FZA=+HLEREET
directors on 30 March 2023. B o
Cheng Jerome Yuan Weitao
Cheng Jerome RES
Director (Chairman) Director
EE(EE) EF
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30

IMMEDIATE AND ULTIMATE HOLDING
COMPANY

The directors of the Company consider the immediate
and ultimate holding company of the Company at 31
December 2022 to be Century Investment, which is
incorporated in the British Virgin Islands. This entity
does not produce financial statements available for
public use.

POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE
YEAR ENDED 31 DECEMBER 2022

Up to the date of issue of these financial statements,
the HKICPA has issued a number of new or amended
standards, which are not yet effective for the year
ended 31 December 2022 and which have not
been adopted in these financial statements. These
developments include the following which may be
relevant to the Group.

HKFRS 17, /ngurance contracts
BBV BEREERNEATIRZIER]  REA A

Amendments to HKAS 1 and HKFRS Practice Statement 2, Disclosure of Accounting Policies
BB ERE 1R R BBNBERE LR ERRE LR MNER] - 2o HRHKE

(Expressed in RMB unless otherwise indicated)

29

30

Amendments to HKAS 8, Definition of Accounting Estimates

R ERESR ZIER] - BatldataIEE

Notes to the Financial Statements

A B8 R EE

(BREEHRHAIN - UARKETITR)

BEERBRERAT

KAREERE RZZEZZ_F+A=+-—
H ARIWMEEEKKIZER QA ACentury
Investment » FZ AR RBE L BB MK - 2B
BN R B A A BE A IS IRE o

BE-E--F+-HA=+—HLEFESHMHE
EARERBIERT AT EARBEBNEERE

BEAPBHETEARAL  FEGFHMASD
BEMRNBE_T__F+t_A=1T—HLEFEHRK
EMEETHA QBT ER - REARPHHE
WA - ZREHREE TR L AL EER
e

Effective for
accounting periods
beginning on or after
RT3 B s v 1&
P& & BAR A2
1 January 2023
—E-_=%—H—H

1 January 2023
—F_=%—H—-H

1 January 2023
—Z_=%—H—H

Amendments to HKAS 12, Deferred tax related to assets and liabilities arising from

a single transaction

BREHERE12RER]  BE—XZELNEERR BB HELZHE

Amendmgnt to HKAS 1, C/ass/ﬁcat/on of 4/ab///t/e$ as Current or Non-current
BBSERIE1R B8R - HEESE BB IETE)

Amendments to HKAS 16, Lease Liability in a Sale and Leaseback

BFREHEAE16R ZER] - ERLHNHEERE

Amendments to HKAS 1, Non-current Liabilities with Convenants

BREHEREVR NER] - WHRFENIE TR A

Amendments to HKFRS 10 and HKAS 28, Sale or contribution of assets between

an investor and its associate or joint venture

1 January 2023

—_E-_=%—HF—H
1 January 2024
—E-mmFE—H—H
1 January 2024
—E-mmFE—H—H
1 January 2024
—E-pF—H—H

To be determined

BRAMBHREENF10R BB G EAE28R 2 EF] - REZHEAB LN A]

EELRZEANEELELTE

The Group is in the process of making an assessment
of what the impact of these developments is
expected to be in the period of initial application.
So far it has concluded that the adoption of them
is unlikely to have a significant impact on the
consolidated financial statements.

fFE

AREFEFERPZSIERNBREARRNY
E S RUEARERRRMNZFER T KA REL
REMBRMRENERNTE

&

BHBBEEERAR T _FHERE
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5-Year Financial Summary

AFEMBIRE

RESULTS

Revenue

Loss before taxation
Income tax

Loss for the year

ES

YA
BRI AT AR
PSR
FAEE

ASSETS AND LIABILITIES EERE&

Total assets
Total liabilities

Net assets/(liabilities)

BEMRE
BB

BE/(AfE)FE

Changyou Alliance Group Limited  Annual Report 2022

Year ended 31 December

BE+t=-A=1+—HLEE

2018 2019 2020 2021 2022
—E2-\F =ZE-NF =ZZTF =T —F ZEBHF
RMB’000 RMB’000 RMB’000 RMB’000  RMB’000
ARETT ARBTRT ARETT ARBTT AR¥TR
50,977 204,112 268,841 114,211 215,038
(263,896) (195,062) (82,194) (124,863) (48,742)
(263,896) (195,062) (82,194) (124,863) (48,742)
At 31 December
B+=A=+—H
2018 2019 2020 2021 2022
—F-/\F ZT-NF ZTITF T —F =B-=F
RMB’000 RMB’000 RMB’000 RMB’000  RMB’000
ARBTT ARETRT ARETT ARBTT AR%¥TxR
177,425 271,065 289,939 191,012 154,406
(87,913 (181,903 (227,678) (253,228) (270,210)
89,512 89,162 62,261 (62,216) (115,804)
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