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Management Discussion and Analysis

EHEF WK S

BUSINESS REVIEW

Changyou Alliance Group Limited (the “Company” or
“Changyou”) and its subsidiaries (collectively, the “Group”)
have capitalised on their years of experience in the e-commerce
business, which has enabled the Group to grasp market
opportunities and enter the digital points business segment
and industry. In the second half of 2017, the Group formed
the Changyou digital point business ecosystem alliance (the
“Changyou Alliance”) with CCB International (Holdings) Limited,
China UnionPay Merchant Services Company Limited, 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 an electronic platform,
“Changyou” (the “Changyou Platform”). The Group strives to
develop the Changyou Platform as an integrative and secured
platform, so as to preserve and maximise the value of 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.

During the temporary setback since the lifting of pandemic control
measures at the beginning of the year, the Group had seized
the opportunities in the economic recovery period and tapped
into specific scenarios of small-value, high-volume digital points.
Leveraging its existing product construction and its established
digital traffic as its base, the Group started the exploration of the
digital economy marketing alliance.

Although the three-year pandemic has led to an increase in
unfavourable factors in the external environment, it has also
promoted endogenous innovation. In the first half of 2023, while
developing steadily and ensuring a solid business foundation, the
Group strove for technological innovation, combined with emerging
technologies such as blockchain, data centre, and artificial
intelligence, and integrated them into the Group’s SaaS digital
points service, target-oriented services, and corporate services.
Not only did it support the achievement of the Group’s business
goals in the first half of the year, but also lays a solid foundation for
subsequent business breakthroughs.

Changyou Alliance Group Limited Interim Report 2023
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In the first half of 2023, relying on the continuous development
of the merchant ecosystem in 2022, the Changyou Platform
optimised its products and strengthened its penetration into quality
scenarios of software as a service (“SaaS”) digital points service,
target-oriented service and corporate services, prompting steady
growth of the user size and continuous improvement in business
revenue and operating profits on a month-on-month basis.

The Changyou Platform has undergone rapid development, with
further increases of members and users, more diversified products
and services, and optimised business models and consumption
scenarios. As at 30 June 2023, the Changyou Platform’s total
number of registered users was approximately 182.8 million,
representing an increase of approximately 32.6 million newly
registered users compared to the total number of registered users
as at 31 December 2022.

For the six months ended 30 June 2023 (the “Reporting Period”),
the total transaction volume and revenue of the Changyou Alliance
business amounted to approximately RMB153.9 million and
approximately RMB144.9 million, respectively.

Saas digital points service

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

The Group connected the four major ecological scenarios, namely
audio-visual entertainment, home living, travels and platform
owners, online to expand the usage scenarios of user points. The
Group also deepened its co-operation with various brands so
as to optimise the business process together and enhance the
conversion rate and user experience.

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 further optimised
its SaaS digital points products. Through the basic point
redemption, advertisement exposure, selecting certain promotional
benefits, such as supermarket membership and mobile cloud
drive, and combining them with the cooperative scenarios of SaaS
digital points, the Group aimed at making up for the deficiency
of the relatively limited user coverage of the Group’s digital point
business and increasing user marketing opportunities. In addition,
the Group used its best endeavours to exploit small-value, high-
volume consumption scenarios, such as public transportation and
express delivery counters, to increase the number of use, creating
opportunities for subsequent user operations.
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Management Discussion and Analysis

BEEN WKk

Crowd Targeted Services

The Group started building the Changyou community and has
gradually invited target customers to join such community, and
provided them with targeted services. During the Reporting Period,
the Group continued to optimise its 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 benefits and
products with high profit margin to increase the overall repurchase
rate and profitability of the Changyou Platform. In the first half of
2023, the Group developed supermarket membership benefits
for the Changyou general population, and steadily worked with
its partners to promote hotel benefit membership, focusing on
the creation of special products for private sector operations. In
response to the current economic climate, the Group focuses
on offering products and services which are value for money,
selecting mainstream brands and searching for supply chains
with competitive pricing, so as to continuously offer online “outlet
stores” to the Changyou Platform users. The Changyou Platform
is also connected to various ecosystems such as Xiaohongshu,
Douyin and Baidu to build more private domain carriers in addition
to WeChat official accounts and WeChat community and to utilise
the ecological traffic of all parties. As the peak of the COVID-19
pandemic ebbed at the beginning of the year and cross-border
personnel flows gradually returned to normal, the Group targeted
at its direct customers to promote cross-border branded goods
and services, thereby building a community among the direct
customers, which has become the key users of the Changyou
Platform.

Corporate Services

The Group provides marketing services for companies through
the business ecosystem connected by the Changyou Platform
to attract new users and promote user activation. 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. In 2022, the Group built the SaaS
platform, through which the Group has tapped into the marketing
landscape, charging service fees to corporate merchants and
marketing organisations. Building on this, in 2023 the Group
began to introduce new technology capabilities such as artificial
intelligence and blockchain to diversify its revenue stream from
corporate services.
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FINANCIAL REVIEW
Revenue

The Group recorded a consolidated revenue of approximately
RMB144.9 million for the six months ended 30 June 2023 (six
months ended 30 June 2022: approximately RMB105.4 million),
representing an increase of approximately 37.4% as compared
with the corresponding period in 2022. During the six months
ended 30 June 2023, 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 resource.

Gross profit

The gross profit of the Group for the six months ended 30 June
2023 amounted to approximately RMB25.8 million (six months
ended 30 June 2022: approximately RMB15.4 million). Since
2021, the Company changed its business strategy to provide its
products to customers with higher profit margins, leading to an
increase in the gross profit margin to approximately 17.8% (six
months ended 30 June 2022: approximately 14.6%).

Other income

The other income of the Group for the six months ended 30 June
2023 amounted to approximately RMBO0.2 million (six months
ended 30 June 2022: approximately RMBO0.4 million), representing
a decrease of approximately 47.8% as compared with the
corresponding period in 2022. A detailed breakdown is disclosed
in note 5 to the interim financial report as disclosed in this report.
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Management Discussion and Analysis

BEEN WKk

Selling and distribution expenses

The selling and distribution expenses of the Group for the six
months ended 30 June 2023 increased to approximately RMB3.3
million (six months ended 30 June 2022: approximately RMB3.0
million), representing an increase of approximately 9.5% as
compared with the corresponding period in 2022. As the Group’s
operating and customer service costs directly correlate with its
business scale through flexible employment and outsourcing
cooperation, the Group’s selling and distribution expenses
increased with the growth of business.

Administrative expenses

The Group’s administrative expenses for the six months ended
30 June 2023 decreased to approximately RMB14.1 million, as
compared to approximately RMB14.7 million for the corresponding
period in 2022, representing a decrease of approximately 4.2%
as compared with the corresponding period in 2022. During the
Reporting Period, the Group continued to strictly control its fixed
costs, manpower and administrative expenses, which generally
remained stable.

Research and development costs

The research and development costs of the Group for the six
months ended 30 June 2023 decreased to approximately RMB5.3
million (six months ended 30 June 2022: approximately RMB6.2
million), representing a decrease of approximately 14.5% as
compared with the corresponding period in 2022, which was
mainly attributable to the decrease in staff costs for research and
development activities during the six months ended 30 June 2023.

Impairment (loss)/gain of trade and other receivables

Impairment loss of trade and other receivables of the Group was
approximately RMBO0.1 million for the six months ended 30 June
2023 (six months ended 30 June 2022: impairment gain of trade
and other receivables of approximately RMBO0.3 million).

Finance costs

The Group incurred finance costs of approximately RMB17.7
million for the six months ended 30 June 2023 (six months ended
30 June 2022: approximately RMB14.9 million), representing
an increase of approximately 19.0% as compared with the
corresponding period in 2022. The finance costs consist of the net
effect of interest expense on convertible bonds and loans from an
equity shareholder of the Company, interest expenses on lease
liabilities and net foreign exchange loss, the details of which are
disclosed in note 6(a) to the interim financial report as disclosed in
this report.
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Taxation

No income tax is provided for the six months ended 30 June 2023
(six months ended 30 June 2022: Nil).

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2023, the cash and cash equivalents of the Group
amounted to approximately RMB23.6 million (as at 31 December
2022: approximately RMB33.0 million).

As compared with the position as at 31 December 2022, the
Group’s cash and cash equivalents decreased by approximately
RMB9.4 million, resulting from the net cash outflow from operating
activities of approximately RMB45,000 for the six months ended
30 June 2023 (year ended 31 December 2022: approximately
RMB7.0 million), the net cash outflow from investing activities of
approximately RMBO0.1 million for the six months ended 30 June
2023 (year ended 31 December 2022: approximately RMBO0.5
million) and the net cash outflow from financing activities of
approximately RMB9.4 million for the six months ended 30 June
2023 (year ended 31 December 2022: approximately RMB11.1
million).

As at 30 June 2023, the net current liabilities of the Group
amounted to approximately RMB86.1 million (as at 31 December
2022: approximately RMB119.0 million). As at 30 June 2023, the
current ratio (being total current assets divided by total current
liabilities) of the Group was approximately 0.62 (as at 31 December
2022: approximately 0.56).

As at 30 June 2023, the total assets of the Group amounted
to approximately RMB146.2 million (as at 31 December 2022:
approximately RMB154.4 million) and the total liabilities amounted
to approximately RMB281.2 million (as at 31 December 2022:
approximately RMB270.2 million). The debt ratio (being total
liabilities divided by total assets) as at 30 June 2023 was
approximately 1.92 as compared to approximately 1.75 as at 31
December 2022.

As at 30 June 2023, the Group had total borrowings (which
consisted of convertible bonds and loans from an equity
shareholder of the Company) of approximately RMB159.0 million
(as at 31 December 2022: approximately RMB140.6 million). The
gearing ratio as at 30 June 2023 (being total borrowings divided
by total equity) was -1.18 (as at 31 December 2022: approximately
-1.21).
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Management Discussion and Analysis

BEEN WKk

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 substantial
shareholder of the Company. The net proceeds from the issuance
of the 2020 Convertible Bonds was intended to be utilised to
expand the Digital Points Business into the 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 for the issuance of the 2020 Convertible
Bonds to CIH. The 2020 Convertible Bonds bear an interest rate of
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.

The issuance of the 2020 Convertible Bonds was completed on 19
October 2020.
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BEENWRER DN

As at 30 June 2023, the actual uses of the net proceeds from the Ef_giffﬁ/\ﬁ +A - BT F A MRESREHRIE

issuance of the 2020 Convertible Bonds were as follows: FRENERBRIT

Original use of the

net proceeds from Estimated timeline

the issuance of the  Proposed change in Actual use of the net for utilisation of the

2020 Convertible  the allocation of the ~ Revised use of the  proceeds from the net proceeds from

Bonds as disclosed  net proceeds from et proceeds from issuance of the 2020  Actual use of thenet  the issuance of the

inthe circular of the  the issuance ofthe  theissuance ofthe  Convertible Bonds  proceeds from the 2020 Convertible

Company dated 17 2020 Convertible 2020 Convertible ~ for the six months  issuance of the 2020 Bonds after

Usage September 2020 Bonds Bonds  ended 30 June 2023 Convertible Bonds reallocation

EARRHA RBZ-3-=fF

“EIEEAATLA AAZTAL REH

MBRFRERT ~ERET AREBRRS

“RCRETR B-%-8F BIZR2%F  CECBETHER B-%-%F “RIRETR

RESFETE TRRESFERE TRRESFEIE E5FETE  TRRESFENE RESHETE

R FENRARE FEIRNEEE®  FENCBTRE FENERRALE FONEREE  FENMERER
K8 rillor) HKS millor) K rillor) K8 rillor) K millor)
A58 Br(5E) BT(55) A58 BI(6E)

Tofund the development of the New ARRREBREANRT 250 (22.0) 30 03 11 31 December 2023
Intemational Changyou Platform R R E S 3k
supported by relevant technology TARMEAS HT TZA=1+-A
infrastructure which enables effective SEENERRA
extraction and development of big data BREBES A
samples, creating aprecise and extensie B —EREME?
database of consumer transactions and LREERAREE
consumption behaviour 1BYEE

To fund the Set-up of a new team, comprising AT EH (A1 2 %0 (15.0) 100 07 22 31 December 2023
various departments such as information il - £ERTHE ZFIE
technology, marketing, and general BEREDAMRE tZB=1-H
administration, which is to support the FERGETAZA
daly operations of the New Intemational RHYEREAS
Changyou Platform

To fund promotional and marketing actties, AR 2 %8 (filin 400 (40.0) - - -
such as advertising, roadshow promotion, B~ KERS - B
customers bonus rewards, efc., toattract  PALRIBIHSE) EHE
merchants and customers info the New £ JRa[EP RE
International Changyou Platform and ENAHEESET
maintain their loyalty and participation ERRE S

REEE

As the general working capital of the New ’Eﬁ%ﬁlf’r%ﬁi Tat- 100 80 20 02 03 3 December 2023

International Changyou Platform ZRIE
TZA=1-A

To fund promotional and marketing activies  A#{TRIEE R EEEE) - 100 100 - 100 31 December 2022
to atiract and maintain customers' loyalty ~ #EES  IWR3IR Sl F
and their participation and consumption BRBRRIE § TZR=1-A
of the products and sevices provided ?&%% HRH §
onthe existing Changyou Platforninthe 87 EEaTA( (8
PRC (the “Existing PRC Changyou EHEBHTE) Fﬁ
Platform’) RtER RS *

To fund the staf costs and staf related BRETEGATANE - 60.0 60.0 - 600 31 December 2021 :
expenses and the development of the IRARELEER 3
technology infrastructure for the Bxisting. St RBEH R ARG 2 TZA=t-H
PR Changyou Platform ¥

Tofund the fixed administrative expenses AR ETEERTANE - 120 120 - 20 8 December 2021
for the Existing PRC Changyou Platforn ~~~ ETBE % (FaER 2F
(excluding promotion and marketing BREHFAIIRE TZA=T-A
expenses and staff costs and staff related ~ TAUAJ B TH3RH
expenses) RREES

As the general working capital of the Group ~ B{EREE, —f2iE4 24 30 a4 - 274 30 June 2022 *

% -k
AR=TH
Tota a5t 1244 - 1244 12 1130

BHRBEEEARAR

—E=ERHES




Management Discussion and Analysis

BEEN WKk

Issue of Warrants

On 26 March 2018, the Company and CIH entered into a warrant
subscription agreement, pursuant to which the Company shall
issue 298,000,000 warrants (“Warrants”) to CIH at a subscription
price of HK$0.01 per Warrant. The Company received the
subscription price of HK$2,980,000. 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 the
Warrants (after deduction of relevant expenses) of approximately
HK$1,480,000 were 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 (i) the date on
which all Warrants have been exercised in full; and (i) the date that
is the fifth anniversary date of the issue date of such Warrants.
None of the Warrants were exercised during the six months ended
30 June 2023. 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
of the Company. 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 six months ended 30 June 2023 and the
72,000,000 options were lapsed on 3 May 2023.

Property and equipment

As at 30 June 2023, property and equipment were approximately
RMB4.8 million (as at 31 December 2022: approximately RMB5.8
million). A detailed breakdown is disclosed in note 9 to the interim
financial report as disclosed in this report.

Trade and other receivables

Trade and other receivables of the Group as at 30 June 2023
were approximately RMB117.1 million (as at 31 December
2022: approximately RMB114.8 million). A detailed breakdown is
disclosed in note 10 to the interim financial report as disclosed in
this report.

BATRRER

RZZE—NFZA=-+8 ARQRAHECIHF Y RBREZER
BiBE B ARRERBEESHRBREF.01BILET
298,000,000 FRAX#EE ([FRREE ) TCOIH - AR EIWERIEE
2,980,000/ 7T - BEAR ZHE—F5E - B2HARRAHAS
- N\FZAZF+RABERZE-NFRNAZTLBHRAMHMU R
ARBHMAE-Z— \FLtARANEK - RBREER T —N\F
NABTN\BET « BITRBIEZNAEFOBFE CNBRAERIR S
%) #91,480,000/8 T RSB IEREEZ_Z— \F+=-A=+—8H
IEFEREGHE]FE -

RERETIRME - BRTRBEZRRRAAEAZIEEEE
NTH&FENFERREZECERBITEE B - K(i)E BREE
FETAMBIIRFE R LM AT BER 1T 2 Bl o R RE
B -RBE_ZT-=ZFRA=ZTHILXER - HETERRE
& o A - ARRRR/CHERTARERA AU BRBEAFEX
FAEG M o CIHEEE R ANEBS| KRR - SUE— PRI
i o

i-dve)

RZZE—NFENAER + RARE 72,000,000 ERETFARQ
A)EE M #ITEECheng Jerome » B HHE— TG B2
BARRBHAZE - \FRANBNAHEARRBHA=ZT
—\FRATHEHMNBER REBEZ-Z-_=FA=+HILA
B - BEEITEREIAE K 72,000,000 BRER S - =FHA=
SRV

MERRE

REZZZ=FXA=+H VELRIEEHAEARBLISEE LR
—E-_F+-A=+—"8 HARESSHEL) - BHEEER
TR IRE Pk P R IS SRS IR0 ©

B R HEMEWRFRE
AREFR-_Z-=ZFNA=Z+TANZESREMENRTBEBHAAR

BTAEETW_E-_—F+-A=+—8H : HYARK11487
EIT) - AR BEHENANRESH I EREMEI0 -
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Trade and other payables

Trade and other payables of the Group as at 30 June 2023 were
approximately RMB118.0 million (as at 31 December 2022:
approximately RMB124.5 million). A detailed breakdown is
disclosed in note 12 to the interim financial report as disclosed in
this report.

Loans from an equity shareholder of the Company

In 2020, PCL and CIH entered into loan facility agreements (the
“Facility Agreements”), pursuant to which CIH granted loan
facilities of HK$111 million to PCL. The loans are unsecured, with
an interest of 6.5% per annum and with a term of 3 years or such
later date as may be agreed between PCL and CIH in writing. On
2 May 2023, PCL and CIH entered into a supplemental loan facility
agreement, pursuant to which both PCL and CIH agreed to extend
the term of the loan facility from three years to four years. As at
30 June 2023, the outstanding principal of loans drawn under
the Facility Agreements is approximately HK$56 million (as at 31
December 2022: approximately HK$56 million).

Pledged assets

As at 30 June 2023, the Group did not have any pledged assets (as
at 31 December 2022: Nil).

Contingent liabilities

As at 30 June 2023, the Group had no significant contingent
liabilities (as at 31 December 2022: Nil).

Capital commitment

As at 30 June 2023, the Group had no contracted capital
commitments which were not provided in the interim financial
report (as at 31 December 2022: Nil).

Employees and remuneration policy

As at 30 June 2023, the Group had 62 employees. For the six
months ended 30 June 2023, total staff costs were approximately
RMB13.5 million. During the six months ended 30 June 2023,
the Group had 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. Most of the assets
and liabilities of the Group are computed in Renminbi. The Group
has entered into facility agreements denominated in HKD. During
the six months ended 30 June 2023, 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.

Management Discussion and Analysis
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Management Discussion and Analysis

BEEN WKk

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

There were no significant investments held nor material acquisitions
or disposals of subsidiaries, associates or joint ventures during the
six months ended 30 June 2023. There was no plan authorised
by the board of directors (the “Directors”) of the Company (the
“Board”) for other material investments or additions of capital
assets as at the date of this report.

PLEDGE OF SHARES BY CONTROLLING SHAREHOLDER

On 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 of the
Company. The underlying shares of the 2020 Convertible Bonds
are 300,000,000 Shares, currently owned by CIH. For more
details, please refer to note 1(b) and note 2 in the section “Other
Information — Substantial Shareholder — Long and short positions
in the Shares and underlying Shares” in this report.

DIVIDEND

The Board does not recommend payment of any interim dividend
for the six months ended 30 June 2023 (30 June 2022: Nil).

PROSPECTS

The Changyou Platform is available for the issuance, circulation,
payment and settlement of global assets which are able to be
tokenised and serves as the gate point for point redemption.
Leveraging on the smart business macro environment, the Group
makes full use 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 win-win situation.
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In the second half of the year, the Group is committed to
strengthening the promotion of data marketing, realising joint
marketing of privacy computing with the platforms of certain
technology companies, and strengthening the promotion of
products in the Changyou Alliance, relying on the points scenario
and private domain users to gradually increase the proportion
of transaction volume. The Group and CIH, the substantial
shareholder of the Company, are also pressing ahead with the
preparation of the New International Changyou Platform. Each
party will contribute its resources to strive for the launch of 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 terms of the Group’s future business outlook, the Group will
gradually expand the scope of cooperation to global level, and
progressively develop international businesses with international
industry leaders, so as 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.
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Consolidated Statement of Profit or Loss

HERaER

for the six months ended 30 June 2023 - unaudited #HZEZZ==FNA=+HIAEA —REFx
(AARE(TAREDFIR)

(Expressed in Renminbi (“RMB”))

Revenue O
Cost of sales SHE KA
Gross profit EF
Other income H A Yras
Selling and distribution expenses SHE Mo iHA
Administrative expenses TER R
Research and development costs I WIN
Impairment (loss)/gain of trade and B 5 & E A EUGRIA
other receivables WIE (E518) ek
Profit/(loss) from operations KEFE (1)
Finance costs BLE R AR
Loss arising from changes in fair value R5#HNTE
on trading securities SEFTEAREE
Loss before taxation FRBLATE 18
Income tax Frig i
Loss for the period HREsE
Attributable to: BTN AL :
Equity shareholders of the Company R AR AR R
Non-controlling interests IR R
Loss for the period MR EsE
Loss per share BREE
Basic and diluted (RMB cent) EARREE(ARED)
The notes on pages 22 to 38 form part of this interim 22%38

financial report.
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Note
BisE

8

LR B RS — 80 o

Six months ended 30 June

BEAA=tTHLEAEA

2023 2022
—EC=HF —E-—F
RMB’000 RMB’000
ARETR ARBEFIT
144,920 105,446
(119,092) (90,005)
25,828 15,441
215 412
(3,264) (2,980)
(14,050) (14,663)
(5,257) (6,152)
(142) 330
3,330 (7,612)
(17,744) (14,910)
(58) (180)
(14,472) (22,702)
(14,472) (22,702)
(17,563) (15,393)
3,091 (7,309)
(14,472) (22,702)
(0.97) (0.85)




Gonsolidated Statement of Profit or Loss and Other Comprehensive Income
GeRakAtZERaE

for the six months ended 30 June 2023 - unaudited HEZZ=_=FNA=+HINEA - REFZ

Loss for the period

Other comprehensive income for the
period (after tax):
[tem that may be reclassified subsequently
to profit or loss:
— Exchange differences on translation
of financial statements into the
Group’s presentation currency

Total comprehensive income for the period

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

Total comprehensive income for the period

The notes on pages 22 to 38 form part of this interim

financial report.

REE

(Expressed in RMB)

AAREZIR)

Six months ended 30 June

BEAA=tTHLEAEA

MR EM2E S BRFR)

HRgreEH»BEER
MIAA :
— MBI EHRREAEE
25 EHHER 5

SAZE RSB

AT ARG
ZA/NSJL: S e
IR R

AR EREAE

2023 2022
—EC=HF —E-F
RMB’000 RMB’000
ARETR ARBEFIT
(14,472) (22,702)
(4,693) (2,512)
(19,165) (25,214)
(22,256) (17,905)
3,091 (7,309)
(19,165) (25,214)

22%38E 2 M mAP BB G — 87 -

BB EEEARAR

-

)

—EocEEmEs 17 .
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Consolidated Statement of Financial Position

e MERAR

at 30 June 2023 - unaudited RZZE_=FNA=+H - REFEZ

(Expressed in RMB) (A AR FIIR)

Non-current assets FREBEE

Property and equipment S EYSEL ]

Intangible assets EREE

Current assets REEE

Trading securities RGBS

Inventories FE

Trade and other receivables B 5 K H b U GRIE

Cash and cash equivalents ReKFEEEEE

Current liabilities RBAE

Trade and other payables B 5 REMEFIE

Lease liabilities HEBE

Convertible bonds AR ES

Loans from an equity shareholder of the REARNF—HES
Company RE2ER

Net current liabilities RBAEFE

Total assets less current liabilities HWEERRBAE

Non-current liabilities FRBEMS

Lease liabilities HEAE

Loans from an equity shareholder of the REARRA]— Ak
Company R 2 &%

NET LIABILITIES 8&FE

CAPITAL AND RESERVES BEAR G

Share capital [N

Reserves (Gt

Total equity attributable to equity RN TR R R A
shareholders of the Company R

Non-controlling interests eI =

TOTAL EQUITY - DEFICIT - EAlAEE

The notes on pages 22 to 38 form part of this interim 22%

financial report.

Changyou Alliance Group Limited

Interim Report 2023

38

Note
B sE

14

15

At At

30 June 31 December
2023 2022

N-—E—-= N-E——

~A=t+H +-A=+—H
RMB’000 RMB’000
AR¥T ARBT T
4,825 5,836
4,825 5,836

616 655

104 163
117,088 114,778
23,562 32,974
141,370 148,570
118,032 124,517
2,131 2,403
107,288 90,535

- 50,095

227,451 267,550
(86,081) (118,980)
(81,256) (113,144)
2,008 2,660
51,705 -
53,713 2,660
(134,969) (115,804)
117,812 117,812
131,483 153,739
249,295 271,551
(384,264) (387,355)
(134,969) (115,804)

LR B RS — 80 o



Consolidated Statement of Changes in Equity

FeERBER

for the six months ended 30 June 2023 - unaudited HEZZ=_=FNA=+HINEA - REFZ
(Expressed in RMB) (LA AREFIR)

Attributable to equity shareholders of the Company
ARRERBRER

Non- Total

Share Share Capital ~ Exchange QOther  Accumulated controling equity-
capital premium resene esenve esene losses Total interests deficit
-

W& BhEE  BAER  EiRE  RbER  ZHER g FoRER  BHER
RMBOOO  RWBOOO  RMBOOD  RWBOOO  RMBODD  RWBOOO  RMBODD  RWBOO  RMBOMD
ABRTTE  ARRTR  ARBTT  ARBTR  ARBTR  ARBTR  ARETR  ARETR  ARETR

Balance at 1 January 2022 R-E-ZE-f-RAzéR 117812 1,263,789 78,635 4 4,214 (1,190,859 311,122 (373,338 (62,216)
Changes in equity for HE-S--ERA=tHL

the six months ended ANARZRREE

30 June 2022:
Loss for the period BrElE - - - - - (15,399 (15,399 (7.309) [22.709)
Other comprehensive income. £ 2E4E - - - (2512 - - (2519) - (2519)
Total comprenensiveincome. 2 ENGEE - - - (2512 - (15,399 (17,905 (7.309) (25214
Balance at 30 June 2022and  WZB-ZFxA=THR

1.July 2022 CRCCEER-RZER 1781 1063789 T8E® QO M4 (1206250 2827 P0G (BT4)
Changes in eqity for the BEB-CETZR=t-R

six months ended LAARZERSD

31 December 2022:
Loss forthe peiod BB - - - - S92 (93 69 60
Other comprehensive income. £ 2T - - - 2322) - - 2329) - 2329)
Totdl comprehensieincome 2 ENGEE - - - (2322 = (19332 (21,654) (6,708) 28362

Fectonequiyarisngfromthe ~ HiERREH-EHEAT
diposal of asubsidiary under  HiERHZE

common control - - - - (12 = (12 = (12
Balance at 31 December 2022 W=Z-%+-A=1-A
k3] 117812 1,263,789 78,635 4,369) 4262 (1,25,584) 271,551 (387,355 (115,804)
B
p |
aa s . N D
The notes on pages 22 to 38 form part of this interim 22Z%E38H v iz AR BB s — 505 © ®
D

financial report.
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Consolidated Statement of Changes in Equity

FeHERBER

for the six months ended 30 June 2023 - unaudited #HZEZZ==FNA=+HIAEA —REFx

(Expressed in RMB)

Balance at 1 January 2023

Changes in equity for
the six months ended
30 June 2023;

Loss for the period
Qther comprehensive income

Total comprehensive income

Transfer between reserves
(Note 15(0))

Balance at 30 June 2023

The notes on pages 22 to 38 form part of this interim

financial report.

Changyou Alliance Group Limited

AAREZIR)

R-EZZ5-f-RAzéR
HE-E-=EXNA=TAL
A ERET

HrEle

A 2EhE

LGt

FiEf R
(H515(0)

RZE-=EAA=1H
ZEh

Attributable to equity shareholders of the Company

ADAEERREL

Non- Total

Share Share Capital  Exchange Other  Accumulated controlling equity-

capital  premium reserve reserve reserve losses Total interests deficit

-

k& RGEE  RARE  ENBG  HtBE 2R B FERER  BHES

RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

ARETR  ARBTT  ARETR  AR¥Tn  ARETR  ARETR  ARETR  ARETR  AR¥TR
(M2 AMSTE  TBRS  Wee M2 (s S Qerdss) (16804

- - - - - (17,569) (17,963) 3,091 (14,472)

- - - (4,693) - - (4,693) - (4,693)
,,,,,,, SO s S L U i IR . SO L.

- - (18,133 - - 18,133 - - -

17812 1,263,789 60,502 (9,056) 4262 (1,225014) 249,205 (384,264) (134,969

22% 388 Mzt A B B E — 565 o
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Condensed Consolidated Gash Flow Statement
BHGSHRERE

for the six months ended 30 June 2023 - unaudited HEZZ=_=FNA=+HINEA - REFZ

Operating activities
Cash used in operations
Income tax paid

Net cash used in operating activities

Investing activities

Payments for purchase of property and
equipment

Interest received

Net cash used in investing activities

Financing activities

Capital element of lease rentals paid
Interest element of lease rentals paid
Finance costs paid

Net cash used in financing activities

Net decrease in cash and cash
equivalents

Cash and cash equivalents at 1 January

Effect of foreign exchange rate changes
Cash and cash equivalents at 30 June

The notes on pages 22 to 38 form part of this interim

financial report.
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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
condensed consolidated financial statements of
the Company as at and for the six months ended
30 June 2022 comprise the Company and its
subsidiaries (collectively referred to as the “Group”).

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 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.

BASIS OF PREPARATION

This interim financial report has been prepared in
accordance with the applicable disclosure provisions
of the Rules Governing the Listing of Securities on
the Stock Exchange, including compliance with Hong
Kong Accounting Standard (“HKAS”) 34, Interim
financial reporting, issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA”). It was
authorised for issue on 31 August 2023.

The interim financial report has been prepared in
accordance with the same accounting policies
adopted in the 2022 annual financial statements,
except for the accounting policy changes that are
expected to be reflected in the 2023 annual financial
statements. Details of any changes in accounting
policies are set out in Note 3.

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

Changyou Alliance Group Limited Interim Report 2023
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BASIS OF PREPARATION (CONTINUED)

This interim financial report contains condensed
consolidated financial statements and selected
explanatory notes. The notes include an explanation
of events and transactions that are significant to an
understanding of the changes in financial position
and performance of the Group since the 2022 annual
financial statements. The condensed consolidated
interim financial statements and notes thereon do
not include all of the information required for full
set of financial statements prepared in accordance
with Hong Kong Financial Reporting Standards
(“HKFRSs”).

The interim financial report is unaudited, but has been
reviewed by the Company's audit committee.

The financial information relating to the financial year
ended 31 December 2022 that is included in the
interim financial report as comparative information
does not constitute the Company’s statutory financial
statements for that financial year but is derived from
those financial statements.

For the six months ended 30 June 2023, the Group
had net loss of RMB14,472,000 and net cash used
in operating activities of RMB45,000, and had net
liabilities of RMB134,969,000 as at 30 June 2023.
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:

o The Group is in discussion with its immediate
and ultimate holding company, CIH, 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
CIH of HK$54,920,000 (equivalent to
approximately RMB50,635,000) which
will expire in July and September 2024
and require repayment by then (see Note
14); and/or

(i)  extension of the repayment date of the
convertible bonds issued to CIH (see
Note 13) as the convertible bonds will
expire in October 2023).
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BASIS OF PREPARATION (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 condensed 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
condensed 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 Subchain
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 Subchain 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.

CHANGES IN ACCOUNTING POLICIES
(@) New and amended HKFRSs

The Group has applied the following new and
amended HKFRSs issued by the HKICPA
to this interim financial report for the current
accounting period:

o HKFRS 17, Insurance contracts
° Amendments to HKAS 8, Accounting
policies, changes in accounting estimates

and errors. Definition of accounting
estimates

Interim Report 2023
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3 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(a)

(b)

New and amended HKFRSs (continued)

° Amendments to HKAS 12, /Income
taxes: Deferred tax related to assets and
liabilities arising from a single transaction

° Amendments to HKAS 12, Income taxes:
International tax reform — Pillar Two model
rules

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

New HKICPA guidance on the accounting
implications of the abolition of the MPF-
LSP offsetting mechanism

In June 2022, the Government of the
Hong Kong SAR (the “Government”)
gazetted the Hong Kong Employment and
Retirement Schemes Legislation (Offsetting
Arrangement) (Amendment) Ordinance 2022
(the “Amendment Ordinance”), which will
eventually abolish the statutory right of an
employer to reduce its long service payment
(“LSP”) and severance payment payable to
a Hong Kong employee by drawing on its
mandatory contributions to the mandatory
provident fund (“MPF”) scheme (also known
as the “offsetting mechanism”). The
Government has subsequently announced that
the Amendment Ordinance will come into effect
from 1 May 2025 (the “Transition Date”).
Separately, the Government is also expected
to introduce a subsidy scheme to assist
employers after the abolition.

Among other things, once the abolition of the
offsetting mechanism takes effect, an employer
can no longer use any of the accrued benefits
derived from its mandatory MPF contributions
(irrespective of the contributions made before,
on or after the Transition Date) to reduce
the LSP in respect of an employee’s service
from the Transition Date. However, where an
employee’s employment commenced before
the Transition Date, the employer can continue
to use the above accrued benefits to reduce
the LSP in respect of the employee’s service
up to that date; in addition, the LSP in respect
of the service before the Transition Date will be
calculated based on the employee’s monthly
salary immediately before the Transition Date
and the years of service up to that date.
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CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(b)

New HKICPA guidance on the accounting
implications of the abolition of the MPF-
LSP offsetting mechanism (continued)

In July 2023, the HKICPA published
“Accounting implications of the abolition of the
MPF-LSP offsetting mechanism in Hong Kong”
that provides guidance on the accounting
considerations relating to the offsetting
mechanism and the abolition of the mechanism.
In particular, the guidance indicates that entities
may account for the accrued benefits derived
from its mandatory MPF contributions that are
expected to be used to reduce the LSP payable
to an employee as deemed contributions by
that employee towards the LSP. However,
applying this approach, upon the enactment
of the Amendment Ordinance in June 2022, it
is no longer permissible to apply the practical
expedient in paragraph 93(b) of HKAS 19
and recognise such deemed contributions as
reduction of current service cost in the period
the related service is rendered, and any impact
from ceasing to apply the practical expedient
is recognised as a catch-up adjustment in
profit or loss with a corresponding adjustment
to the LSP liability during the year ended 31
December 2022.

In this interim financial report and in prior
periods, consistent with the HKICPA guidance
the Group has been accounting for the accrued
benefits derived from its mandatory MPF
contributions that are expected to be used to
reduce the LSP payable to an employee as
deemed employee contributions towards the
LSP. However, the Group has been applying
the above-mentioned practical expedient.

The Group has assessed the implications of
this new guidance on the above accounting
policies and has decided to change those
accounting policies to conform with the
guidance. The management has commenced
the processes on implementing the change
including additional data collection and impact
assessment. However, the impact of the
change is not reasonably estimable at the time
this interim financial report is authorised for
issue, as the Group has yet to fully complete
its assessment of the impact of the HKICPA
guidance. The Group expects to adopt this
guidance with retrospective application in its
annual financial statements for the year ending
31 December 2023.

Interim Report 2023
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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.

Disaggregation of revenue

Disaggregation of revenue from contracts with
customers is analysed as follows:
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Six months ended 30 June
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Revenue from contracts with customers within &5 853k &2 B 5155

the scope of HKFRS 15 disaggregated by
major products or service lines and by timing
of revenue recognition

Revenue from facilitation of digital point business
through operation of an electronic platform
and other trading business:
— Point in time
— Qver time

OTHER INCOME

Interest income

Government grants

Net gain on disposal of property
and equipment

Others
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6 LOSS BEFORE TAXATION

(B 5B &S -

Loss before taxation is arrived at after charging:

(@) Finance costs:

Finance charges on convertible bonds

(Note 13)

Interest expenses on lease liabilities
Interest expenses on loans from an equity

shareholder of the Company

Net foreign exchange loss

(b) Staff costs:

Salaries, wages and other benefits

Termination benefits

Contributions to defined contribution

retirement plans

(c) Other items:

Cost of inventories
Depreciation charge:

— owned property and equipment

— right-of-use assets

Operating lease charges relating to short-term B @R A E M IKEEEE

leases and leases of low-value assets

Changyou Alliance Group Limited Interim Report 2023
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INCOME TAX

Current taxation
Deferred taxation

The Company and the subsidiaries of the Group
incorporated in Hong Kong are subject to Hong Kong
Profits Tax rate of 16.5% for the six months ended 30
June 2023 (six months ended 30 June 2022: 16.5%).

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

The subsidiaries of the Group established in the PRC
(excluding Hong Kong) are subject to PRC Corporate
Income Tax rate of 25% for the six months ended 30
June 2028 (six months ended 30 June 2022: 25%).

One of the subsidiaries of the Group established in
the PRC has obtained approval from the tax bureau
to be taxed as an enterprise with advanced and new
technologies for the period from the calendar years
from 2022 to 2024 and therefore enjoys a preferential
PRC Corporate Income Tax rate of 15% for the six
months ended 30 June 2023 (six months ended 30
June 2022: 15%).

LOSS PER SHARE
(a) Basic loss per share

The basic loss per share for the six months
ended 30 June 2023 is calculated based on
the loss attributable to equity shareholders of
the Company of RMB17,563,000 (six months
ended 30 June 2022: RMB15,393,000) and the
weighted average number of ordinary shares
of 1,810,953,000 (six months ended 30 June
2022: 1,810,953,000 ordinary shares) in issue
during the six months ended 30 June 2023.
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Six months ended 30 June
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LOSS PER SHARE (CONTINUED)

(b)

Diluted loss per share

The Group’s convertible bonds, share options
granted and warrants issued could potentially
dilute basic loss per share in the future, but
were not included in the calculation of diluted
loss per share because they are antidilutive
during the six months ended 30 June 2023 and
2022.

PROPERTY AND EQUIPMENT

(a)

(b)

Right-of-use assets

During the six months ended 30 June 2023,
there was no addition to right-of-use assets (six
months ended 30 June 2022: Nil).

Owned property and equipment

During the six months ended 30 June 2023,
the Group acquired items of property and
equipment with a cost of RMB206,000 (six
months ended 30 June 2022: RMB139,000).

TRADE AND OTHER RECEIVABLES

AARESIR)

8

BRER (B

(b)

BREEER

$%Emﬂﬁﬁﬁ%\aﬁﬁ%%%&5¥ﬁ
B R AE B O] RE A AR SR EEE G IR E A E 8 - 1
\m%ktk%%%%23”$ TIHREE
REBEE—E _=FK_F-__F,A=+HL
NEA R EEE -

E &S
(a) EREEE
HE_T_=FXA=1+HIEAEAR  LER

(b)

EFAEEE BE_ZT__FRA=THIX
@A : &) -

BEENNERRE

BE-_Z-_=FA=tHIt,NEAHME - K
EEAARE206,000 (B2 =-—_F/~8
—+E¢AMH AR #139,0007T) BB 28 Uk
2 E YN

10 EEREMEKRIE

Trade receivables
Less: loss allowance

Other receivables:
— Loans to third parties

— Receivable for issuance of shares
of a subsidiary to a non-controlling
equity shareholder (Note (i)

— Others

Less: loss allowance

Financial assets measured at amortised cost

Prepayments and deposits

Changyou Alliance Group Limited
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W ERRE

WA EN S REE

BNRAERES

At At

30 June 31 December
2023 2022
RZBZ=F NPT —F

ANB=+H +=—A=1+—H
RMB’000 RMB’000
AR%T T ARETIT

6,320 5,571
(283) (141)

6,037 5,430
9,414 9,210
100,000 100,000
2,407 1,702
111,821 110,912
(9,414) (9,247)
102,407 101,665
108,444 107,095
8,644 7,683
117,088 114,778
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10 TRADE AND OTHER RECEIVABLES

(CONTINUED)

Trade receivables are generally due immediately from
the date of billing. Normally, the Group does not
obtain collateral from debtors.

Note:

) In 2019, Pointsea Company Limited (“PCL’), an indirect
non-wholly owned subsidiary of the Company, issued
28,036,564 new shares to one investor. Proceeds of
RMB100,000,000 from the investor has not yet been
recelved while the investor granted an advance of
RMB100,000,000 to PCL (see Note 12) which is non-
interest bearing and will mature upon receipt of the
proceeds for shares issued to the investor by PCL.

(a) Ageing analysis

As of the end of the reporting period, the

10

RAETZ T AR R 5 P At

(BSBEHBI - AAREFR)
B 5 R H B ER ()
SRR - REME A MENKRE - —f&m
5 ARETMEER ARESERFR -
Azt

() REZF—NIF  ARAIRIEIFZENE L A7 GERA
7l ([78]) [fl— & 1 &7 #17728,036,56 485 iR 15 ° 7
VB R T 7 5 1R B T s B A R #100,000,0007T -
1852 5 18 &7 B [ 83 A B8 100,000,000z (ZHf
i£12)  ZERBETIE @ WHRD G FIZEREE
BITIR 7 T2 prie 5 B & 21 -

(@) BRERDHT
RIBEHR st ABE S REMERZIEZ E 5

ageing analysis of trade receivables (net of FEUCER IR (FNkr B 1E 1) B8 5 B i BR IR
loss allowance), included in trade and other DITEHIAT -
receivables, based on the invoice date, is as
follows:
At At
30 June 31 December
2023 2022
R-EBE-=F MN-E-—4F
AA=+A +TZH=1+—H
RMB’000 RMB’000
AR®T AREFIT
Within 3 months =EAR 6,022 5,408
Over 3 months but within 6 months A =EHELRNEA 7 14
Over 6 months EBE 7~ E A 8 8
6,037 5,430
CASH AND CASH EQUIVALENTS 11 RERBELEEEAR
At At
30 June 31 December
2023 2022
R-ZEBEZ=F QR _—F
~NA=+H +=-HA=+—H
RMB’000 RMB’000
AR®T R ARETIT
Cash at bank and on hand RITNFEER 23,562 32,974

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.

AEBRPER (TEETE) NEBEENARE
B ARBASTH AR BNEERESELF
(T EEER) BAXTEBAEROINERBIRE -

IBHBEEEARLR —To=FHERE

31
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12 TRADE AND OTHER PAYABLES 12 EFFRHMENFIE
At At
30 June 31 December
2023 2022

RZB-=F RP_ZT_—F
ANA=+H +=-—A=+—H

RMB’000 RMB’000
AR®T T ARETTT
Trade payables = AN 9,042 9,440
Payables for staff related costs 8 T B A FE 7R 1,373 1,153
Payables for miscellaneous taxes FER Z A8 IE 47 42
Payables for selling expenses incurred for NS FE D ¥ B ERX
digital point business 69 80
Advance from a non-controlling equity =R NG EE 220 T
shareholder of a subsidiary (Note 10() A& ER mg Ak (BHEE10() 100,000 100,000
Interest payable to an equity shareholder FER AR Bl — BT S
of the Company - 4,496
Others Hif 5,646 5,765
107,135 111,536
Financial liabilities measured at amortised cost 1Z# X AT EN S RMAE 116,177 120,976
Deposits received from business partners in -~ B WENFTE D ¥ 2 HBEEE
connection with the digital point business ke 311 431
Contract liabilities BHEE 1,544 3,110
118,032 124,517
As of the end of the reporting period, the ageing HEREHR TABSREMENREBZEZE
analysis of trade payables included in trade and other NFIBENEZHHAERRIITOT ¢
payables, based on the invoice date, is as follows:
At At
30 June 31 December
2023 2022

RZBEZ=F T S
ANB=+H +=-A=+—H

RMB’000 RMB’000

AR¥T R ARETIT

) Within 3 months =EAR 8,222 7,918
ﬂ 3 to 6 months =EREHA 111 949
Over 6 months BiE7~EA 709 573

o 9,042 9,440

P32 Changyou Alliance Group Limited Interim Report 2023
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(Expressed in RMB unless otherwise indicated)

CONVERTIBLE BONDS

The Group’s convertible bonds are analysed as
follows:

At 1 January 2022

Accrued finance charges for the year
Interest paid
Exchange adjustments

At 31 December 2022 and
1 January 2023

Accrued finance charges for the
period (Note 6(a))

Interest paid

Exchange adjustments

At 30 June 2023

In October 2020, the Company issued convertible
bonds with face value of HK$126,000,000 (equivalent
to approximately RMB108,945,000) (“CB1”) to CIH.
CB1 bear 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, CIH 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.

RAETZ T AR R 5 P At

(5B - UARESIR)

13 HREESH
NEF BRI ESEDTAT

Liability

components

aEHs

RMB’000

AREFT

R-ZZE-—F—H—8 63,284

AEZREAMEER 24,359

BAFIE (3,789)

P& R 6,681
RZE-_—F+-_A=+—HBK

—ZET-=%—H—H 90,535

AHHE IS ER

(f5E6() 15,297

BEAFIE (1,926)

PE H A 3,382

RZE-_=F,A=+H 107,288

R-ZZE-ZTF+H - NAFEFTHEIES126,000,000
BT (HE R AR M108,945,0007T) HY A] #2 j% & 25
(TR EH—|) FCIH - AR ES — L F =
3.5%:T R BR=_ZE_=F+ A+ BEH - AR
R AR EIH B ATRE B 0 2 2P ek 3F 5 Al AR (& 5
— (BIRRREERE) - AN REBHIEE T S NETEE -
REHETEARYABEBITESMTE - REET
AN ES—1% CHRIR - - =%+ A+ HAI
BERT 1Z FA%0.428 TS 2 Sk B H Al AR B — 8
BMARNRNRE B (BNEmERE) - EimifE A R
59,212,000 # R B A AR ESF — MRS H - I
SFARR AR E AFEER o

BB EEEARAR

)

®

—Eo=FemEs 33 .
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(Expressed in RMB unless otherwise indicated)

14

15

Changyou Alliance Group Limited

REZ PSR E M

(B 5B &S -

LOANS FROM AN EQUITY SHAREHOLDER
OF THE COMPANY

In 2020, PCL, a subsidiary of the Company, and
CIH entered into loan facility agreements (“Facility
Agreements”), pursuant to which CIH 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 CIH in writing,
representing the date upon which the Company is to
repay all loans drawn under the Facility Agreements
in full. On 2 May 2023, PCL and CIH entered into
a supplemental loan facility agreement, pursuant
to which both PCL and CIH agreed to extend the
term of the loan period from 3 years to 4 years. The
Facility Agreements are unsecured with an interest
rate of 6.5% per annum applicable to all loans drawn
under the Facility Agreements. At 30 June 2023,
the outstanding principal of loans drawn under the
Facility Agreements is HK$56,080,000 (equivalent
to approximately RMB51,705,000) (31 December
2022: HK$56,080,000 (equivalent to approximately
RMB50,095,000)).

CAPITAL, RESERVES AND DIVIDENDS
(@) Dividends

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

The directors of the Company do not
recommend the payment of an interim
dividend for the six months ended 30
June 2023 (six months ended 30 June
2022: Nil).

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

The directors of the Company did not
recommend the payment of a dividend for
the year ended 31 December 2022 (2021:
Nil).

Interim Report 2023
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REFDF—BERRRZERN

R-ZE-TF » XA A —HHEB AR D SECIHET L
EXmE = ((mEHzEl) @ Bit 0 CHRAS /8RR
ERREE111,000,000/87C - EREEBN=F1Es
DBHECIHAREE MR EN A BiE B B (AR QA
BHEERERERACIREZHBERZBH)E
Mo MZE_=FRA=-H ' HEMCIHEE] T
TERRE W - RIEZ RS - HBECHERE K
ERRNIFERELF - iEHEAERTE - F
FZEE6.5%  BANREREHZEIRIZMEER
K- NRZEBE-_=FA=1+H BEBREHZDIRE
BERZ RMEEARE A56,080,000/8 T FHER LA
R#51,705,000T) (ZE=-—F+=-fF=+—8 :
56,080,000/ 7T (F8E A4 AR #50,095,0007T)) °

BRAE -~ RERRE

) ENARFRSBRZFHRS
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T _FRNA=ZTHIENER  F) o
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15 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(b)

Equity-settled share-based transactions

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

On 7 August 2018, 72,000,000 share options
were granted to a director of the Company
under the above share option scheme. All of
the share options granted will vest immediately
from the date of grant. Each share option
gives the holder the right to subscribe for one
ordinary share in the Company at HK$1.21
and is settled gross in shares. No option was
exercised during the six months ended 30 June
2023 and the options were lapsed on 3 May
2023.

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

Outstanding at the beginning TRERA /4]

of the period/year AT
Lapsed during the period/year BN,/ FE AR
Outstanding at the end HREIR /R

of the period/year AT
Exercisable at the end of the WREBKR /R ATT(E

period/year

RAETZ T AR R 5 P At

(5B - UARESIR)

15 B - #FEREKE (@)

(b)

ERGEURORERNRS

ARAGHE TR-ZZ—FF A -+ /\BER
M ERAERTE] - BUA R R ERERERE
BESRAREEME2BERBMES - HITA
B RABESER(REBIYIFNTES)
RARNREE2EARKANEEIELREHE
HE B EA A AAD - BER - 32 - R -
BEP  DHBEZFEMALTRIBTEAR
PRRELARRRE AR B B A o

R-_ZE—N\FE/\ALH 72,000,000 & &
R Al BRESIR T AAR —RES
FrEE R HEREEE R B HRRES -
R T A AERIZ1 218 T REBAR
A—REBREARGE2HEE - REZE-Z
=& XNA=THIEAER - BETEEEARAE
FMERER—_E-_=FRA=BEXM -

BRESRE R EFHITEEDT

Six months ended Year ended
30 June 2023 31 December 2022
BE-E-=F HE-_ZT-—%
ARA=THLEAEA TZRA=T—HIEFE
Weighted Number Weighted Number
average of share average of share
exercise price options  exercise price options
IET g BRE g3 BikiE
TEE A 1T6E(E 2R
HK$ HKS
B BT
1.21 72,000,000 1.21 72,000,000
1.21 (72,000,000) 1.21 -
- - 1.21 72,000,000
- - 1.21 72,000,000
BHBHEEEERDE

)

®

—Eo=FemEs 35 .
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15 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(c)

Warrants

In September 2018, the Company issued
298,000,000 unlisted warrants (the “Warrants”)
at a price of HK$0.01 per warrant to CIH.
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 six months ended 30 June 2023, no
warrant was exercised (six months ended 30
June 2022: Nil).

16 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS

(a)

Changyou Alliance Group Limited

Financial assets and liabilities measured at
fair value

(i) Fair value hierarchy

The following table presents the fair value
of the Group’s financial instruments
measured at the end of the reporting
period on a recurring basis, categorised
into the three-level fair value hierarchy
as defined in HKFRS 18, 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.

Interim Report 2023
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(a)
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i) AFEEH
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16 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

(a)

(b)

Financial assets and liabilities measured at
fair value (continued)

(i) Fair value hierarchy (continued)

- Level 3 valuations: Fair value

16 S@MIEZAFEEE)

(a) BAVEEZEREERAEE

measured using significant
unobservable inputs.

Recurring fair value measurement

Financial assets
— Trading Securities

During the six months ended 30 June
2023, there were no transfers between
Level 1 and Level 2, or transfers into or
out of Level 3 (year ended 31 December
2022: none). The Group’s policy is to
recognise transfers between levels of
fair value hierarchy as at the end of the
reporting period in which they occur.

i) 2BAFESRE
— F=HHE: FAREETAHRS
B BATE
Fair value Fair value
measurements measurements
at30 June  at 31 December
2023 2022
categorised into  categorised into
R-B-=F R-E——
AB=+H +=-A=+—H
PEEUTER HBEZEUTER
ZATEHE ZATHER =
Level 1 Level 1
B FE—
RMB’000 RMB’000
AR®T R ARETIT
EREATETR
TREE
—R5#E5 616 655

REBE_Z_=FXXA=1tHILXE
A B—REE K AN EEERY

BERFE=-SEASBLBE_T_—

T-A=+t—HALFE: £ - AEHZ
R Ty R 5 AR P EE E O 3R AR FE R

RNVEFREEE -

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

The carrying amounts of the Group’s financial
instruments carried at cost or amortised cost
are not materially different from their fair values
at 30 June 2023 and 31 December 2022.

(b) YFRAFEIRNEMEERSENLFE

RZE_=F A NA=+BEK=_Z_—F+_A
=+—08 - AEEIRKASE K ATIERNE
BTARAMEREAFETESKER -

\/
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17 MATERIAL RELATED PARTY TRANSACTIONS

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

(@) Transactions with the equity shareholders
of the Company

Interest expenses on loans from an equity
shareholder of the Company

Details of the issuance of convertible bonds to
an equity shareholder of the Company and the
financial charges are set out in Note 13.

Changyou Alliance Group Limited Interim Report 2023
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(a) BREXLFEBRFETHRES

Six months ended 30 June
BZEASA=THLREAR

2023 2022
—E-= —E - —F
RMB’000 RMB’000
AR®T T ARETTT

RERNA R —BRESIER
ZERF B 1,598 1,603

AR B — B BRI T A R 5 S B 7%

BRAMFBERHIEES -



RESULTS AND APPROPRIATIONS

The results of the Group for the six months ended 30 June 2023
are set out in the consolidated statement of profit or loss and other
comprehensive income on page 17.

SHARE OPTION SCHEME

The share option scheme adopted by the Company on 28 June
2010 has 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 of the Company (the “Shares”)
as stated in the daily quotation sheets of The Stock Exchange
of Hong Kong Limited (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 (jii) 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.

On 3 May 2023, 72,000,000 share options granted to Cheng
Jerome, the chairman and executive Director, under the 2010
Share Option Scheme were lapsed. As at 30 June 2023 and as
at the date of this report, no option has been granted under 2010
share option Scheme.

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 is
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 6.75 years.

Other Information
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Other Information

Hitg#

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 Offer
Date shall not exceed 1% of the aggregate number of Shares in
issue Offer Date, 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 (jii) 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 30 June 2023 and as at the date of this report, no option has
been granted under the 2020 Share Option Scheme.

Movement of the options to subscribe for 72,000,000 Shares
granted pursuant to the 2010 Share Option Scheme are set out
below and in the note 15 to the interim financial report.
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Granted during Lapsed during Exercised during
Outstanding the six months the six months the six months Outstanding
asat ended ended ended as at
Name 1 January 2023 30 June 2023 30 June 2023 30 June 2023 30 June 2023
REZE REZE REZE
RZB-=% —B-cE —g-=F —g-=F W-g-=#&
-fA-H AA=TH ~B=tA RAA=TH RA=TH
#H FATHE LLAERERY EAEARH LRERERE K76
Mr. Cheng Jerome Cheng Jerome 4 72,000,000 o (v - 72,000,000 - -
Note 1: BiaFT -
This represents the interest in the underlying Shares to be allotted and issued EIERMRIE—F — FEER A &K = F— V7 A 7 A R R IR I T T (2
upon the exercise of the options granted on 4 May 2018 under the 2010 Share AR ?“ﬁﬁ?iﬁ/iﬁ/& B o

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

As at 30 June 2023, 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 for Securities Transactions
by Directors of Listed Issuer (the “Model Code”), to be notified to
the Company and the Stock Exchange.

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2023, to the best of the Director’s knowledge, the
following persons (other than the Directors and chief executives of
the Company) had or were deemed or taken to have interests or
short positions in the Shares or underlying Shares which would fall
to be disclosed under the provisions 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
2RITRE
BREDH
FTERRER EEME ReER (F$5E7) P aE
Pun Tang Beneficial interest 71,367,000 (L) 3.94% 1(a)
EE BEmiEmn
Interest of controlled corporations 1,196,885,818 (L) 66.09% 1(a)
L E S 600,000,000 (S) 33.13% 1(b)
CIH Beneficial interest 1,196,885,818 (L) 66.09% 1(a)
B 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
RNéERLRREREBER AR R AE RS
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
IEFEREEBR AR L E
Yang Liu Interest of controlled corporations 144,853,000 (L) 8.00% 5
EIPS R AE R
Taiping Trustees Limited Trustee 138,888,000 (L) 7.67% 6
RFEFERAF ZFEA

L = Long position 4f& i S = Short position % &
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Notes:

Changyou Alliance Group Limited

(a) CIH is wholly-owned by Ms. Pun Tang. As at 30 June 2023, Ms.
Pun Tang held 71,367,000 Shares (being approximately 3.94%
of the total issued Shares). CIH held (i) 598,885,818 Shares
(being approximately 33.07% of the total issued Shares); and
(ii) 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 30 June 2023, 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 (GF) 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 30 June 2023, Starr Investments Cayman I, 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.

Beiiing Enterprises Real Estate (HK) Limited is wholly-owned by 4t Z1L##
EEFRET R A], which is in turn wholly-owned by Beijiing Enterprises
Group Company Limited. Beijjing Enterprises Group Company Limited is
wholly-owned by the State-owned Assets Supervision and Administration
Commission of the People’s Government of Bejing Municipality.

Atlantis Investment Management Limited is the beneficial owner of
144,853,000 Shares and is wholly-owned by Atlantis Capital Holdings
Limited, which is in turn wholly-owned by Yang Liu.

Taiping Trustees Limited holds 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.

The approximate percentage Is based on a total of 1,810,953,272 issued
Shares as at 30 June 2023.
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CORPORATE GOVERNANCE

The Company is committed to maintaining high standards of
corporate governance practices and procedures with a view to
being a transparent and responsible organisation which is open
and accountable to the shareholders of the Company. These can
be achieved by an effective Board, segregation of duties with clear
accountability, sound internal control, appropriate risk assessment
procedures and transparency of the Company. The Board
will continue to review and improve the corporate governance
practices from time to time to ensure the Group is led by an
effective Board in order to optimise returns for the shareholders
of the Company. During the six months ended 30 June 2023, the
Company has applied the principles of and has complied with all
code provisions as set forth in the Corporate Governance Code (the
“CG Code”) as contained in Appendix 14 to the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing
Rules”), save for the deviation as set forth below:

Code Provision C.1.6

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. Mr. Chan Chi
Keung, Alan and Mr. Liu Jialin were not able to attend the annual
general meeting of the Company held on 30 June 2023 due to
their other commitments.

PURCHASE, SALE OR REDEMPTION OF SHARES

During the six months ended 30 June 2023, neither the Company
nor any of its subsidiaries had purchased, sold or redeemed any of
the Shares or other listed securities of the Company.

COMPLIANCE WITH THE MODEL CODE FOR
DIRECTOR’S SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix
10 of the Listing Rules as its own code of conduct for securities
transactions. Specific enquiries have been made with all Directors,
who have confirmed and declared that they have complied with
the required standards set out in the Model Code throughout the
six months ended 30 June 2023.
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AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”)
was established on 24 September 2010 in compliance with
Rules 3.21 and 3.22 of the Listing Rules and with written terms
of reference in compliance with the CG Code. The primary duties
of the Audit Committee are to review and monitor the Company’s
financial reporting and internal control principles of the Company
and to provide advice and comments to the Board. The members
meet regularly with the external auditors and the Company’s
management team for the review, supervision and discussion of
the Company’s financial reporting and internal control procedures
and ensure that management has discharged its duty to have an
effective internal control and risk management system. During the
six months ended 30 June 2023, the Audit Committee consists
of three members, namely Mr. Wong Chi Keung, Mr. Liu Jialin
and Mr. Chan Chi Keung, Alan, who were all independent non-
executive Directors. On 14 July 2023, Mr. Liu Jialin resigned as
member of the Audit Committee and Mr. Ip Wai Lun, Wiliam was
appointed to fill the casual vacancy. Mr. Wong Chi Keung, who
has appropriate professional qualifications and experience in
accounting matters, was appointed as the chairman of the Audit
Committee.

The Audit Committee has reviewed the accounting principles,
practices and treatments adopted by the Group and the unaudited
interim results of the Group for the six months ended 30 June
2023 with the management of the Company.

APPRECIATION

On behalf of the Board, | would like to express my gratitude to our
management and staff for their dedication and contribution to the
Group throughout the six months ended 30 June 2023.

By order of the Board

Changyou Alliance Group Limited
Mr. Cheng Jerome

Chairman

Hong Kong, 31 August 2023
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